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Executive Summary

The County of Los Angeles (County) Board of Supervisors (Board), in its capacity as the
governing body of the Los Angeles County Regiona Park and Open Space District (District),
and acting as a Responsible Agency under the California Environmental Quality Act (CEQA),
has discretion to approve or deny any lease or lease amendment affecting lands acquired with
County Proposition A funds and any proposed change of use or disposition of property acquired
pursuant to Proposition A.* This Analysis was prepared at the request of District staff regarding
the proposed Whittier Main Oil Field Development Project (Project), which involves the City of
Whittier (Whittier) leasing approximately 1,280 acres of open space in the Whittier Hills
(Whittier Hills Property) that were acquired using funds from Proposition A enacted by County
votersin 1992 for oil and gas exploration, drilling, processing, and production by the Matrix Qil
Corporation (Matrix). Pursuant to Proposition A and the Proposition A Project Agreement?
between the District and Whittier (Project Agreement), the District is reviewing the Project and
Lease® both as a change of use of the Whittier Hills Property and as a disposition of less than the
entire interest in the property originally acquired by Whittier. This analysis includes a summary
of the significant events associated with Proposition A, Whittier's acquisition of the Whittier
Hills Property at issue, the Lease of the Whittier Hills Property, Whittier’s review and approval
of the Project, and the five lawsuits challenging the Lease and Project and Lease (Figure ES-1,
Timeline).

! The shorthand term “ Proposition A” refers to the Order of the Board of Supervisors of the County of Los Angeles
Initiating Proceedings for Formation of the Los Angeles County Regional Park and Open Space District, Forming an
Assessment District, and Calling, Providing for, and Giving Notice of a Special Election to be Held in the County on
November 3, 1992 and Consolidating the Special Election with the General Election to be Held on November 3,
1992, which can be found on the District’s website: http://openspacedistrict.lacounty.info/cmsl_033687.pdf Main
website: http://openspacedistrict.lacounty.info/default.asp

2 Mountains Recreation and Conservation Authority v. City of Whittier, BS 136211 (MRCA Lawsuit), Trial
Exhibits, Volume 3, Exhibit 21: City of Whittier (Whittier) and Los Angeles County Regional Park and Open Space
District (District). 9 November 1993. Project Agreement. Los Angeles County Regional Park and Open Space
District Grant Specified Program, Grant No. 58L 1-94-0034. (Project Agreement). Hereafter, Trial Exhibitswill be
cited asfollows. “TE, Vol. __,Exh. "

3TE, Vol. 6, Exh. 67: Whittier Main 2008 Mineral Extraction Oil, Gas, and Mineral Lease (The Lease). October 28,
2008 agreement between Whittier (Lessor) and Matrix Oil Corporation (Matrix) (25%) and Clayton Williams
Energy, Inc. (75%) (Lessee), Section 7: Royalties.
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— © November 3, 1992
Proposition A approved by 64% of voters
for the purpose of funding open space
and park acquisition.

— ® February 1994

The Puente Hills Native Habitat
Preservation Authority (Habitat Authority)

County Sanitation District No. 2 of Los
Angeles County (Sanitation District), the
County of Los Angeles, and Whittier is
created.

o July 6, 1993 =
Whittier adopts Resolution No. 6416,
approving the filing of a grant
application to the District for
Proposition A funding and its
agreement to comply with the
Assurances in  the application,
including not changing the use of the
property to be acquired without prior
Board approval.

® November 9, 1993

The District and Whittier enter into a
Project Agreement and the District
approves Grant No. 58L1-94-0034 for
Whittier to execute the Whittier Hills
Park Project under Section 8.b.2.QQ
of Proposition A, making Proposition
A funds available to acquire the
approximately 1,280 acres that —
comprise the Whittier Hills Property.

® December 1993

A joint powers agreement (JPA) is
entered into by Whittier and the Santa
Monica  Mountains  Conservancy
(SMMC) that provides that the
Whittier Hills land "constitutes a
unique and valuable economic,
environmental, scientific, educational
and recreational resource which
should be held in trust for present and
future generations."

Joint Powers Authority consisting of

® May 12, 1995

In conjunction with acquiring the Unocal
Tract, Whittier states in a letter that its "
intent is to use this Property only as a
future park and open space. We are
further restricted by the requirements of
the funding source — County of Los
Angeles Proposition A which also carries
such restriction.”

© July 26, 1995
Whittier acquires the Unocal Tract from
the Trust for Public Land (TPL).

® October 16, 1995

The Unocal Tract is conveyed to Whittier
from TPL along with a promise by
Whittier to record a deed restriction
providing that the property will be used
exclusively for public open space and
recreational purposes.

® December 12, 1995

Mountains Recreation and Conservation
Authority (MRCA) purchases the Chevron
Tract from TPL using Proposition A funds
it has been allocated and concurrently
sells it to Whittier for half of that value,
with Whittier also using Proposition A
funds for this purchase.

® December 20, 1995

MRCA sells the Chevron Tract to Whittier
pursuant to a purchase agreement. As
part of the transactions, TPL, MRCA, and
Whittier all agree to a Declaration and
Easement of Restricted Use for
conservation and habitat preservation (the
Chevron Deed Restriction).

— ® June 10, 1996

Unocal Deed Restriction is recorded.

©® November 5, 1996

Proposition A of 1996 is approved by Los
Angeles  County voters, providing
additional conservation funds, including
additional funding for the acquisition,
improvement, and restoration of parks
and natural lands in the Puente Hills
Wildlife Corridor.

— © August 14, 1997
Whittier ~ enters into a

Whittier Hills.

— © 2007

Property
Acquisition and Maintenance Agreement
with the Habitat Authority for the Whittier
Hills Property and other lands in the

The Habitat Authority Adopts a Resource
Management  Plan to guide its
management of the public open space
and recreational use of the Puente Hills,
including the Whittier Hills Property , in
perpetuity. ~ The RMP designated the
Chevron Tract as part of a Core Habitat

Zone.

® 2008

— ©® January 6, 2010

District Letter to Whittier Regarding
Proposition A Requirements: The District
informs Whittier that, pursuant to the
terms of Proposition A and the Project
Agreement, reimbursement of the greater
of the actual proceeds or the fair market
value of the Whittier Hills Property is
required in response to the proposed
change in land use from the Lease and
that Board approval would be required.

® October 2010

Whittier prepares  an Environmental
Impact Report (EIR) pursuant to CEQA;
Whittier releases a Draft EIR for the
consideration of a Conditional Use Permit
(CUP) for a 60-day public review
comment period.

® October 27, 2010

First lawsuit: The Open Space Legal
Defense Fund (OSLDF) lawsuit is filed
against Whittier and the District, alleging
that the Proposed Whittier Oil Field
Development Project violates Proposition
A, the Public Trust Doctrine, and on other
grounds.

® December 26, 2010

District Letter of Comment on Draft EIR:
The District provides an extensive letter of
comment identifying potential
environmental issues and conflicts with
the underlying purpose for which the
lands have been purchased.

Matrix and Whittier decide to undertake
oil drilling project on Whittier Hills

Property.

® October 28, 2008

Whittier Leases Whittier Hills Property

to Matrix: The Whittier

Main 2008

Mineral Extraction Oil, Gas, and Mineral

Lease  Agreement

(Lease)

between

Whittier and Matrix leases 1,280 acres

(Whittier Hills Property)

the

Preserve for the extraction of oil, gas, and
minerals in exchange for rental payments

and royalties.

® April 5, 2011

Matrix submits a revision to their
CUP application for the Whittier Oil
Field Project (Project) that conforms
to the Central Consolidated Site
Alternative detailed in the Draft EIR.

® April 12, 2011
The Whittier City Council approves
the revised CUP and Amendment
No. 1 to the Lease, extending the
term of the Lease and addressing
rental payments.

® May 26, 2011
The District submits a Letter of
Comment on the Second Draft EIR,
reiterating its comments made in
response to the first Draft EIR.

® June 6, 2011

Whittier publishes a Notice of
Availability of a new Draft EIR for the
Project.

® October 2011

Whittier prepares a Final EIR for
consideration by the City Planning
Commission and City Council.

® November 8, 2011

The District submits a Letter of
Comment on the Final EIR, stating that
the impacts of the Project are far
greater than the 30.6 acres indicated in
the Final EIR.

® November 28, 2011

Whittier certifies the final EIR for the
Project and approves CUP.

® December 23, 2011

Second lawsuit: OSLDF files a second
lawsuit against Whittier (with the
County and District as real parties)
challenging the project's conditional
use permit (CUP) and the Final EIR.

— © February 24, 2012

Third lawsuit: MRCA files a lawsuit
challenging the CUP and Lease,
alleging violations of Proposition A and
Deed Restrictions.

— © May 8, 2012
Whittier approves Amendment No. 2
to the Lease with Matrix; the phrase
“and obtaining a release of any such
additional sites from protected area
status from the Los Angeles County
Proposition A District” is amended out
of the Lease, in an attempt to remove
the District’s right of approval of the
Project and any future oil drilling
projects on the Whittier Hills Property
from the Lease.

— ® June 19, 2012
Whittier and Chevron amend the Deed
Restriction on the Chevron Tract

without approval from the District,
MRCA or TPL.

— ® August 6, 2012
Fourth lawsuit: SMMC files a lawsuit
against Whittier (alleging the Project
and Lease violate Proposition A).

L © August 24, 2012
A Royalty Funding Agreement between
Whittier and the Habitat Authority is
entered into without District approval
that provides for the Habitat Authority
to be paid a portion of Whittier's
royalties from the Lease.

— @ October 25, 2012
The District, Board of Supervisors, and
County file a Cross Complaint alleging
Whittier has violated Proposition A,
the Project Agreement, the Public Trust
Doctrine, and CEQA.

— ® December 14, 2012

Fifth lawsuit: Prop "A" Protective
Association v. City of Whittier is filed,

challenging the Project. This case
remains pending.

— @ December 21, 2012
The District files a Preliminary

Injunction Motion to prevent work
from starting on the Project.

— ® January 31, 2013

Matrix begins brush clearance and the
County files for a Temporary
Restraining Order (TRO) to stop work
on the Whittier Oil Field Development
Project.  Judge grants partial TRO
preventing further work on the Project
until  a hearing on preliminary
injunction motions.

— ® February 21, 2013

Judge denies Preliminary Injunction
motions and sets expedited trial date
and process.

— @ June 6, 2013

The District’s Cross-Complaint,
MRCA's claims, and SMMC's claims
are tried before Judge James C.
Chalfant, who issues an order that
Whittier breached the Proposition A
Project Agreement by failing to obtain
District approval before entering into
and amending the Lease with Matrix.

— © June 13,2013

Judge Chalfant enters a preliminary
injunction that prohibits any physical
work in furtherance of the Project on
the ground until June 30, 2015, unless
the District exercises its discretion to
approve the Project prior to that date.

|— ® June 30, 2015

The Proposition
Project

on June 30, 2015.

— ® August 15, 2013

MRCA agrees to a settlement with
Whittier and Matrix that requires
MRCA to dismiss its lawsuit. MRCA
gets up to $11.25 million per year in
royalties, without District approval
and without any Proposition A
restrictions.

— ® August 20, 2013

SMMC agrees to a settlement with
Whittier and Matrix, pursuant to
which SMMC agrees not to appeal and
to have judgment entered against it.

i~ @ October 2, 2013

Judgment is entered by Court on the
District's Cross-Complaint.

FIGURE ES-1

Timeline

Agreement
between the District
and Whittier expires




The approximately 1,280-acre Whittier Hills Property that Whittier leased to Matrix
consists primarily of two tracts of land that were acquired using Proposition A funds: land
previously owned by Chevron (the “Chevron Tract”) and land previously owned by Unocal (the
“Unocal Tract”). Whittier used TPL as its agent to assist it in the purchase of the Whittier Hills
Property. MRCA purchased and sold the Chevron Tract to Whittier. As part of the transactions,
TPL, MRCA, and Whittier all agreed to a Declaration and Easement of Restricted Use for
conservation and habitat preservation (the Chevron Deed Restriction). The Unocal Tract was
sold to TPL and then purchased from TPL by Whittier. The Unocal Tract has a deed restriction
recorded over it (Unocal Deed Restriction) that restricts uses of the property to open space,
recreation, habitat, and related uses.

The District’s consideration of the Project and Lease must be guided by the express
purpose of Proposition A to preserve wildlife habitat, open space, and recreation resources for
County residents and visitors. In considering whether to approve or deny the Lease, change of
use, and disposition, the District should consider the understanding and intent of the voters who
approved Proposition A; the purpose and intent of Proposition A; and the requirements of
Proposition A, the Project Agreement, and the Proposition A Procedural Guide.* The District
must also take into consideration that there was a reasonable expectation on the part of County
voters that land purchased with Proposition A grant funds would remain wildlife habitat and
recreation space in perpetuity. The benefits that were explicitly stated in Proposition A and the
Engineer’s Report that calculated the benefits for the property tax assessment that was imposed
by approval of Proposition A must also be considered.® The findings of the Legislature
regarding the benefits of creating the District in the state statute that provided the County with
the authority to create the District should also be considered. The District should also consider
the Public Trust that was created when Whittier acquired the Whittier Hills Property using public
funds and subject to two deed restrictions that cover the majority of the land constituting the
Whittier Hills Property.

*TE, Vol. 7, Exh. 72: The Los Angeles County Regional Park and Open Space District. June 2009. Procedural
Guide for the Specified Project, the Per Parcel Discretionary & the Excess Funds Grant Programs, Funds from the
Safe Neighborhood Parks Propositions of 1992 and 1996 (Procedura Guide).

® County of Los Angeles. March 16, 1992. Engineer’s Report for County of Los Angeles Landscaping and Lighting
District No. 92-1. Available online at: http://file.lacounty.gov/dpr/cmsl_196820.pdf (Engineer’s Report for
Proposition A).
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The District must consider the final Environmental Impact Report (FEIR) prepared by
Whittier for the Project, especially the significant unavoidable environmental impacts that would
result from the Project, as well as the impacts that would flow from the District’s decision to
approve the Project and Lease. The Lease grants Matrix exploration and drilling rights to the
entire approximately 1,280 acres of the Whittier Hills Property, and if the Lease is approved by
the District, there is nothing to prevent Whittier from allowing Matrix to use portions of the
Whittier Hills Property. In addition to assessing the impacts of the Project, the District, as part of
its required exercise of discretion as a Responsible Agency, must also consider the effects of
Matrix’s future rights under the Lease to apply for additional approvals (at Whittier's sole
discretion) for additional drill sites throughout the Whittier Hills Property until it is fully drilled.
If the District approves the Lease, Whittier could then modify existing approvals, or grant future
approvals, that would allow impacts and changes to the Whittier Hills Property beyond those
analyzed in the FEIR. District approval of the Lease could result in Whittier approving oil and
gas exploration, drilling, and processing and associated activities on that land that is restricted by
the Chevron Deed Restriction and Unocal Deed Restriction.’

While approval of the Lease and Project would directly impact the Whittier Hills
Property and other nearby lands acquired with Proposition A Fund, the District must also
consider the precedent that would be set for future requests to change the use and dispose of
property acquired with Proposition A funding. The District's decision will set a precedent and
approval of the Lease and Project could result in future requests to change the use or dispose of
the more than 20,000 other acres of property purchased with Proposition A funds throughout the
County because there are oil deposits under many other of those properties. Additionally, the
District must consider the impact that its decision would have on future efforts to acquire and

preserve land in the County, including future voter initiatives and funding mechanisms.

Several lawsuits have been filed and litigated regarding this Project and Lease, including
the issues raised by the Mountains Recreation and Conservation Authority (MRCA) and District
in the MRCA Lawsuit. At the trial of the MRCA Lawsuit, Los Angeles Superior Court Judge
James C. Chafant ruled that Whittier breached the Project Agreement by failing to obtain the
District’s approval before entering into and amending the Lease with Matrix. The Court held

®TE, Vol. 6, Exh. 67: The Lease. Section 7: Royalties.
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that in order to ensure Proposition A’s specific purpose of restoring and preserving parks,
wildlife, and open space resources in identified areas, Proposition A must be interpreted as
permitting a change of use or disposition of property acquired with Proposition A funding only
when the District consents. Judge Chalfant entered a judgment that included an order of specific
performance to enforce the requirement in the Project Agreement that Whittier obtain the
District’s discretionary consent before entering into any lease or other agreement that changes

the use of, or disposes of, any portion of the property or allows the Project to proceed.

Judge Chalfant also ruled that the District acts as a Responsible Agency because the
District has discretionary authority over whether to approve the Project and Lease.” A
Responsible Agency is subject to Section 15021 of the State CEQA Guidelines, which
establishes a duty for public agencies to avoid or minimize environmental damage where
feasible. If the District were to approve the Lease, it would have to first analyze and make a
determination regarding the environmental consequences of its proposed discretionary approval
and take action to avoid or minimize environmental damage, where feasible.

Approval of the Lease would be inconsistent with the Deed Restrictions on the Chevron
and Unoca Tracts, which constitute the majority of the acreage within the Whittier Hills
Property. The oil and mineral exploration and development allowed under the Lease are
incompatible with the US Fish and Wildlife Service designation of the Property as Ciritical
Habitat for the Coastal California Gnatcatcher. The proposed oil and mineral extraction and
development would be incompatible with the National Park Service's proposed designation as
part of the San Gabriel Unit of National Park Service Proposed Amendment (National
Recreation Area) and the County’s proposed designation of the property as SEA No. 15, Puente-
Chino Hills, currently under consideration under Chapter 9: Conservation and Natural Resources
Element of the Los Angeles County General Plan 2035. As a result of the acquisition of the
Whittier Hills Property with Proposition A funds, the entire Whittier Hills Property has been

7 June 6, 2013. Tentative Decision on Petition for Writ of Mandate, Breach of Contract, and Declaratory Relief:
granted in Large Part. Mountains Recreation and Conservation Authority v. City of Whittier, BS136211, pg. 13,
footnote 7. Available online at:

http://parks.lacounty.gov/wps/portal/dpr/osd/?1dmy& page=dept.lac.dpr.home.osd.detail . hidden& urile=wcm%3A pat
h%3A/dpr+content/dpr-+site/lhome/open+space+di strict/announcements/whittier+main+oil +fiel d+project PDF:
http://file.lacounty.gov/dpr/cmsl_201872.pdf. Page 28. Court adopted as final decision on June 6, 2013. (Trial Court
Decision in MRCA Lawsuit).
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inventoried under the California Protected Areas Database as a City/County-designated protected
open space through fee ownerships; the lands mapped within this database are intended to be
owned and permanently protected for open space purposes. The SMMC and MRCA have stated
that the proposed oil and mineral exploration and development would cause irreparable harm to
the resources and would violate Proposition A. Approval of the Lease and Project would result
in the closure of a public trail for up to 8 years and could result in adverse impacts to two other

trails, including one that is a part of the County trail system.

Denial of the Lease by the District is warranted based on its inconsistency with the
Voter's intended use of the Property for wildlife habitat, open space, and recreation. If the
District were to approve a change of use or disposition. The Lease allows land uses that are
inherently incompatible with the operation and maintenance of the land for open space
conservation, wildlife habitat, and recreation purposes. While Whittier sees the Lease and
Project as arevenue source for its general fund, Proposition A and the Project Agreement restrict
the use of all proceeds from such change of use or disposition and all revenues generated by land
uses other than those specified by Proposition A must be used to achieve the intended purposes
of Proposition A, and not for general fund purposes. Denial is the only course of action that is
consistent with, and supportable under, Proposition A and the Project Agreement. It is the
recommendation of the authors of this Analysis that the District exercise its discretion to deny
the Lease and Project as they are inconsistent with the intent and requirements of Proposition A.
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|. Introduction

This Analysis of the Whittier Oil Project and Lease for Consistency with Proposition A
and the Project Agreement (Analysis) addresses the issues and requirements that the Los Angeles
County (County) Board of Supervisors (Board), acting in its capacity as the governing body of
the County of Los Angeles Regiona Park and Open Space District (District), and as a
Responsible Agency pursuant to the California Environmental Quality Act (CEQA), should
consider exercising its discretion pursuant to the Proposition A Project Agreement between the
City of Whittier (Whittier) and the District (Project Agreement) and Proposition A regarding the
L ease associated with the Whittier Oil Field Development Project (Project) between Whittier and
Matrix Oil Corporation and Clayton Williams Energy, Inc. (collectively, Matrix).

The purpose of this Analysisisto provide the Board, in its role as a Responsible Agency,
with the relevant requirements and information to be considered in determining whether to
approve the Lease between Whittier and Matrix, the change of use resulting from the Lease and
the Project, and the disposition resulting from the Project and Lease. This analysis includes
background information regarding the purchase of the Whittier Hills Property with Proposition A
grant funds, the habitat and open space values represented by the property, the benefits to the
Voters of the County of Los Angeles (Voters) that resulted from the assessment under
Proposition A and the specific purchase of the property, the significant and unavoidable impacts
that would be expected to occur to the Whittier Hills Property and to other nearby lands
purchased with Proposition A funding if the District were to approve the Lease.

This Analysis also discusses the litigation in the Los Angeles Superior Court related to
the Project and Lease. At the recent trial of Mountains Recreation and Conservation Authority
(MRCA) v. City of Whittier (MRCA Lawsuit), Judge James C. Chalfant determined that Whittier
breached the Project Agreement by entering into the Lease and approving the Project without
first obtaining the District's approval.® Judge Chalfant held that in deciding whether to consent
to the Lease, the District “undoubtedly may consider whether” the Project is consistent with
Proposition A’s purpose, a fact acknowledged in the FEIR prepared by Whittier.® Judge

8 Trial Court Decisionin MRCA Lawsit.
°1d., p. 28.

HOA..1017608.1 1

ANALYSISOF WHITTIER OIL PROJECT AND LEASE



Chalfant further held that the “scope of the District's discretion includes whether the
Lease/[P]roject compl[ies| with Prop[osition] A and the environmental impacts of approval.”*
The authors of this Analysis have reviewed information from the Joint Trial Exhibits from the
MRCA Lawsuit; the FEIR; the June 6, 2013 Trial Decision in the MRCA Lawsuit (Trial
Decision); publicly available documents on Whittier's website related to the Lease and Project
and documents obtained by the District from Whittier pursuant to two Public Records Act
requests; information from expert witnesses retained on behalf of the District, Ms. Marie
Campbell and Ms. Nancy Beresky (Appendix, Contributors); and records and archival research
related to the habitat, open space, and recreation values of the Whittier Hills Property and the

impacts from oil and gas exploration, development, production, and transmission.
Wherever possible, certain terms and phrases have been abbreviated:

) Assessor’s Identification Number (“AIN") (formally known as Assessor’s Parcel
Number [“APN"])

. California Environmental Quality Act (“CEQA™)
. City of Whittier (“Whittier”)

. Conditional Use Permit (“CUP")

. County of Los Angeles (“County”)

. Declaration and Easement of Restricted Use for Chevron Tract (“Chevron Deed
Restriction”)

. Declaration of Restricted Use for Unocal Tract (“Unocal Deed Restriction”)

. Department of Conservation Division of Oil, Gas and Geothermal Resources
(“DOGGR")

. Los Angeles County Regional Park and Open Space District (“District”)

91d., p. 29.
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Joint Powers Agreement (“JPA")

June 6, 2013 Trial Court Decision in Mountains Recreation and Conservation
Authority v. City of Whittier, Los Angeles Superior Court Case No. BS 136211
(“Tria Court Decision”)

Land that forms a part of the Whittier Hills Property that was previously owned
by Chevron (“Chevron Tract”) (“Sale Property” in Chevron Deed Restriction)

Land that forms a part of the Whittier Hills Property that was previously owned
by Unocal (“Unocal Tract”)

Los Angeles County Board of Supervisors (“Board”)

Matrix Oil Corporation and Clayton Williams Energy, Inc. (collectively,
“Matrix™)

Mountains Recreation and Conservation Authority (“MRCA™)

Mountains Recreation and Conservation Authority v. City of Whittier [County
and District Cross-Complainants], Los Angeles Superior Court Case No. BS
136211 (“MRCA Lawsuit™)

October 28, 2008, Whittier Main 2008 Mineral Extraction Qil, Gas, and Mineral
L ease between Whittier and Matrix (*Lease”)

Open Space Legal Defense Fund (“OSLDF”)

Order of the Board of Supervisors of the County of Los Angeles Initiating
Proceedings for Formation of the Los Angeles County Regional Park and Open
Space District, Forming an Assessment District, and Calling, Providing for, and
Giving Notice of a Specia Election to be Held in the County on November 3,
1992, and Consolidating the Special Election with the General Election to be Held
on November 3, 1992 (“ Proposition A”)

3
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. Whittier Oil Field Development Project (“Project”)
. Puente Hills Native Habitat Authority Preserve (“ Preserve”)
. Proposition A Procedural Guide (“Procedural Guide”)

. Proposition A Project Agreement between Whittier and the District (“Project
Agreement”)

. Puente Hills Landfill Native Habitat Preservation Authority (“Habitat Authority”)

. Puente Hills Landfill Native Habitat Preserve (“ Preserve’)

. Resource Management Plan prepared by the Habitat Authority for the Preserve
(“RMP”)

o Santa Monica Mountains Conservancy (“SMMC”)

o Significant Ecological Area (“SEA”)
. State Regional Water Quality Control Board (“Water Board”)

. Tria Exhibits (“TE”) admitted into evidence in the trial of the “MRCA

Lawsuit”

o Trust for Public Land (“TPL")

. Approximately 1,280 acres and associated mineral rights acquired in Whittier
Hills by the City of Whittier using Proposition A funds (there is a discrepancy in
which Exhibit A of the Lease says the leased lands encompass 1,290.72 acres)
(“Whittier Hills Property”)

o Voters of the County of Los Angeles (“Voters’)

1 On file with the Office of County Counsel, 500 W. Temple, 6th Floor, Los Angeles, CA 90012; telephone: (213)
974-1811. Front desk office hours: Mon—Fri, 8 am. —5 p.m., excluding federal holidays.
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1. Background

In approving Proposition A, a majority of the Voters expressed their support for taxing
themselves to raise funding to acquire, restore, develop, and improve park, beach, recreation, and
open space lands throughout the County. Proposition A was placed on the ballot by the Board
and enjoyed the support of two-thirds of the 88 city councils in the County, including Whittier.*
Proposition A was sponsored by Citizens for Safe Neighborhood Parks, an offshoot of the Santa
Monica Mountains Conservancy (SMMC).®® Proposition A raised $540 million by creating a
huge benefit assessment district that provided funds for acquisition of parks, open space, wildlife
habitat, and recreation resources. The justification for the assessment was based on the
anticipated benefits for residential landowners in the County, specifically preservation of park,

open space and wildlife habitat, and the provision of public access for passive recreation.™
A. Benefit of Open Space and Recreation Facilities

Proposition A contains the following findings and declarations regarding the benefits of
Proposition A, parks, open space, and recreational opportunities:

@ The increase in restoration of “open space and recreation lands” will help
maintain sound economic conditions and a high standard of livability in the
District by increasing property values, economic activity, employment
opportunities, and tourism throughout the District.

(b) Clean and safe parks will increase public safety, help to reduce crime, increase the
attractiveness of the District as a place to live, and enhance the overall quality of
lifein the District.

(c) The “acquisition, improvement, restoration, and maintenance of the public parks,
open space, beaches, trails and other public recreational facilities within [the

District] confer a direct and specific benefit to all parcels within the District,

2 Taylor, Ald B. October 23, 1992. “Elections. Proposition A, Bond Act has $10 Million for Peninsula Parks
Projects,” Metro Section, Los Angeles Times.

Bla.

4 Engineer’ s Report for Proposition A.
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including without limitation increased attractiveness, improved environmental
quality, enhanced recreational opportunities and increased economic activity, each
of which will result in maintained or enhanced property values within the
District.”

(d) The “protection of” “wildlife, park, recreation, and natural lands are vital to the
quality of lifein the District, providing important recreational opportunities to all
residents of the District” and "helping to protect air and water quality.”

(e Restoring and improving parks throughout the District improves the overall
quality of life of communities and provides pleasant places that al District
residents can enjoy for the relief from traffic and urban congestion.

()] The District's mountains, foothills, and canyons are a vital part of the region's
natural heritage and are home to hundreds of species of native Californian animals

and plants.®

The benefits of open space and recreation facilities are articulated in the District
Engineer’s Report on Proposition A, as derived from a study conducted by the National Park
Service: “The benefits of parks and other recreationa facilities to residentia and
commercial/industry projects have been summarized by a number of studies. The United States
Department of the Interior, National Park Service, in a publication of June 1984, concluded that:

o “Parks and recreation stimulates business and generates tax revenues.

o “Parks and recreation create direct and indirect job opportunities.

. “Parks and recreation help conserve land, energy, and resources.

. “An investment in parks and recreations helps reduce pollution and noise,

makes communities more livable, and increases property values.

%> Proposition A, section 6.
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. “Public recreation benefits al employers by providing continuing

opportunities to maintain a level of fithess throughout one's working life,

and through helping individuals cope with the stress of a fast-paced and

demanding life.

n 16

The District Engineer’ s Report goes on to state that property values in the community are

raised when parks, open space, and recreation are available and well maintained and decrease

when parks and recreation facilities are in disrepair, old, unsafe, unclean, and unusable.*’

Public Resources Code section 5539.9, the State law that authorized the creation of the

District, provides in subsection (j):

The Legidature hereby finds and declares that the land acquisition, improvements, and
services provided by the regional district, if created and established, will specialy benefit
the properties assessed and the persons paying the assessments authorized in this section

in at least the following respects:

D

(2)

©)

(4)
(5)

Enhanced recreational opportunities and expanded access to recreational

facilities for all residents throughout the district.

Improved quality of life for al communities in the district by protecting,
restoring, and improving the district's irreplaceable beach, wildlife, park,

and open-space land.

Preservation of mountains, foothills, and canyons, and development of

public access to these lands throughout the district.
Protection of historical and cultural assets of the region.

Increased economic activity and expanded employment opportunities
within the regional district.

181d., Page 22, Section V. Rate and Method of Assessment: Benefit to Property from Park and Recreation Facilities.

d.
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(6) Increased property values, resulting from the effects specified in this
subdivision.

@) Provision of benefitsto all properties within the county, including positive
impacts on air and water quality, capacity of roads, transportation and

other public infrastructure systems, schools, and public utilities.

Public Resources Code section 5539.9 subsection (k) further provides the Legislature

finds and declares the following:

D

(2)

©)

(4)

()

HOA.1017608.1

The expansion, restoration, and improvement of park, recreation, beach, and
open-space lands throughout Los Angeles County benefits all residents in the

county.

Protection, restoration, and improvement of these lands are vital to the quality of

lifefor al residentsin Los Angeles County.

Increased park and recreation opportunities in the densely populated and heavily
urbanized areas of Los Angeles County are vital to the health and well-being of

all residents in the county, and providing these opportunitiesis ahigh priority.

The protection and enhancement of the recreational opportunities provided by Los
Angeles County's beaches, shoreline, and mountains must be included within the
expenditure plan specified in subdivision (c) of Section 5506.9 in order to provide
benefits to each resident of the county.

The population of Los Angeles County continues to grow at an increasing rate,
and aready is far behind other urban areas in the state in providing adequate park,
recreation, and open-space facilities for its residents. Creation of a regional park
and open-space district with boundaries coterminous with those of Los Angeles
County is critical to help address the growing and unmet park and recreation
needs in Los Angeles County. It is therefore vital that Los Angeles County act
immediately to address these issues.

8
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B. The Purpose of Proposition A and Its Passage by the Voters

In 1992, the voters of the County approved Proposition A. The stated intent of
Proposition A is “to provide funds to benefit property and improve the quality of life in the
District by preserving and protecting the beach, wildlife, park, recreation and natural lands of the
District, improving recreation facilities for senior citizens, planting trees, building trails and
restoring rivers and streams.” Proposition A was established as a case study by the Trust for
Public Land (TPL) on voter-supported open space dedication for the 1992 public vote “to buy
new park and natural facilities, build facilities for at-risk youth and gang prevention, restore
rivers and streams, build trails and plant trees throughout the County.... Proposition A is also
noteworthy because of the unprecedented, bi-partisan and diverse coalition of business, civic,
senior, park, environmental, gang prevention and community organization and leaders who came
together to support the measure and it passage.... This need for parks, recreation areas and
natural places is perhaps nowhere felt more keenly than in Los Angeles County, home to nine

million people and growing, and more park-poor than most of the rest of urban California.”*8

Through provision of funding, the goal of Proposition A is “to acquire, restore, and
preserve parks, wildlife, and open space resources.”® The November 3, 1992, Los Angeles
County General Election ballot statement for Proposition A stated that it is for the purpose of
“improving the safety of recreation areas, preventing gangs, planting trees, and acquiring,
restoring and preserving beach, park, wildlife, and open space resources’ throughout the
County.® The ballot arguments in favor of Proposition A stated that it will “preserve
disappearing natural lands,” and that if “we don’'t act today, it will be too late to save our
disappearing natural lands, mountains and canyons for our children and grandchildren to enjoy
tomorrow.”?! Editorials in the Whittier Daily News and the San Gabriel Valley Tribune urged a
yes vote on Proposition A, stating that it would fund huge land acquisitions in the Whittier Hills

18 January 3, 1993, Release from The Trust for Public Land. “ The Proposition A Story—How Los Angeles County
Voters Gained $540 Million for Parks, Recreation, and Natural Lands.” This rel ease was one of the Trial Exhibits
admitted into evidence by Judge Chalfant during the trial of the MRCA Lawsuit. TE, Voal. 2, Exh. 12.

¥ Trial Court Decision in MRCA Lawsit, p. 23.

2 TE, Vol. 2, Exh. 8: November 3, 1992, Los Angeles County General Election ballot statement (official sample
ballot).

2 1d., Dewitt W. Clinton (County Counsel)’s analysis of Proposition A.
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that “would protect them from development.”? At the 1992 public hearing before the Board that
resulted in Proposition A being placed before the voters, Whittier councilman Bob Henderson
testified to the Board in support of Proposition A and stated that in “Whittier we have a unique

opportunity to acquire wilderness that will be lost forever if these actions are not taken.”*

Proposition A authorizes the Board to levy assessments pursuant to the Landscaping and
Lighting Act of 1972 and Division 5 of the Public Resources Code (Section 21.a., Proposition A)
against real property within the County, to be used to fund and maintain park, recreation, and
related public improvements, over a 22-year period, with 20-year bonds issued to repay the
debt.?* Proposition A, approved by 64 percent of County voters on November 3, 1992, provided
the County with $540 million in funding from a special benefit assessment averaging $1 per
month per single-family home to support more than 100 specific projects, including $16.3
million for the acquisition of natura lands adjacent to Hellman Wilderness Park and
development of trails and a visitor center in Whittier. (Proposition A granted $9.3 million for
acquisition of approximately 4,000 acres contiguous to Hellman Park and Murphy Ranch Park,
including land designated by the County, pursuant to the General Plan, as Significant Ecological

Areas [SEAS] containing chaparral, native oak woodlands, and coastal sage scrub ecosystems.,)®

Proposition A created the Los Angeles County Regional Park and Open Space District
(District) and gave the District the responsibility to take all actions necessary and desirable to
carry out Proposition A’s purposes. The governing body of the District is the Board, and the
Board is vested with all powers and authority of the District.

On November 5, 1996, County voters approved Proposition A of 1996, which provided
an additional $319 million in funding “for the development, acquisition, improvement,

restoration and maintenance of parks, recreational, cultural and community facilities and open

ZTE, Vol. 1, Exh. 17: Appendix of “The Proposition A Story: How Los Angeles County Voters Gained $540
Million for Parks, Recreation, and Natural Lands.” A Handbook for Designing Y our Own Ballot Measure and
Creating a Landscaping and Lighting Act Assessment District by Esther Feldman, Trust for Public Land, June 1993,
at AR444, 439.

ZTE, Vol. 1, Exh. 3: Transcript of Public Hearing on Proposition A, March 3, 1992, ARS5.
24
Id.

% District Grant Specified Project Grant Program. Project Agreement for Whittier Hills Park. November 3, 1992—
December 31, 1995. Also TE, Voal. 2, Exh. 10: Tobar, Tor. October 25, 1992. “Local Elections/Proposition A:
Seeking Funds for Parks and Gang Programs.” Los Angeles Times. Also TE, Val. 2, Exh. 8: official sample ballot.
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space lands within the County of Los Angeles” and provided Whittier with an additional $2.5
million for the acquisition of natural lands within the Whittier Hills Wilderness area “for
preservation of wildlife and natural lands and to provide public access and trails, to be expended
by the Whittier-Puente Hills Conservation Authority.”? In addition to the $2.5 million provided
to Whittier for the Whittier Hills Wilderness, Proposition A of 1996 provided Whittier with an
additional $10 million to “acquire, improve and/or restore park and natural lands and develop
public access in the Puente Hills Wildlife Corridor, which connects the Puente Hills to the
Cleveland National Forest and provides critica habitat for wildlife and native plant

communities.”?’

C. Benefit to Property in the District from Proposition A Acquisitions and

I mprovements

In considering the Lease, the District should evaluate the net effect on the initial benefits
that were to accrue to the Voters as a result of the self-imposed assessment. As explained in the
District Engineer’s Report for Proposition A, assessment law provides that the benefit must be
related to the land because it is the land that must bear the assessment and articulated nine
respects in which this was expected to occur, among which two are particularly relevant to the

acquisition of the Whittier Hills Property:

“4) Increased attractiveness of the District for development or redevelopment as a
result of preservation of mountains, foothills and canyons, and increased public

access to these lands;

“5) Improved environmental quality by protecting, restoring, and improving the
District’s irreplaceable beaches, wildlife, park, mountains and open space lands,
and improved public accessto thoselands; . . .

% Proposition A of 1996, Page 20, Section 2 (c) (2) HHH ii.

" County of Los Angeles. As Amended June 18, 1996. Final Engineer’s Report for County of Los Angeles
Landscaping and Lighting District No. 92-1 (Page 12, Section b. 14). Available online at:
http://file.lacounty.gov/dpr/cmsl_196821.pdf
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“8) Improved recreational opportunities and expanded access to recreationa
facilities for all properties within the District, through improvements such as

beaches, parks, trails and other public recreational facilities.”*

D. Accomplishmentsunder Proposition A

Under grants approved as a result of Propositions A of 1992 and 1996, Whittier acquired
approximately 4,000 acres for the Whittier Hills Park Project, including the approximately 1,280
acres of the Whittier Hills Property containing the Project Location for the Project (Figure 1,
Regional Vicinity Map; Figure 2, Project Location Map). The acreage acquired in Whittier with
Proposition A funds comprised the following tracts: Chevron, Hall/Childs Estate, Hellman,
Quaker, Rose Hills, Shannon, Sycamore Canyon, Unocal, and Worsham Canyon (see Figure 3
Lands Acquired with Proposition A Funds, in Section 111).?° TPL facilitated the acquisition of
several acres of the Whittier Hills Park Project properties for Whittier, including the 76-acre
Childs Estate.® Proposition A funding has resulted in the acquisition of over 800 parcels
acquired comprising nearly 21,000 acres of land throughout Los Angeles County.**

E. Requirements of Proposition A, the Project Agreement, and the Procedural Guide

The District is the governing agency that oversees all aspects of the assessment and of the
specific park projects included in Proposition A. Proposition A requires the submission of an
application to, and entry into an agreement with, the District in order to receive funding. The
Board, as governing body of the District, approved the Procedural Guide® setting forth the
specific requirements of the application and form of the Project Agreement required to be
entered into by grant applicants. Proposition A requires that for specific park projects, including

the Whittier Hills Property at issue here, no funds may be disbursed unless the recipient agrees to

% Engineer’s Report for Proposition A.
2 Whittier Main Oilfield Project Final EIR. October 2011. Page A-8, Appendix A: Project Description Design Data.

9 TE, Val. 2, Exh. 12: Trust for Public Land. “Release: News from the Trust for Public Land.” January 7, 1993.
Kevin Knowles, Project Manager. “A Green Oasis Growsin LA Basin As Trust Conveys Hillside to the City of
Whittier.”

3 District. 25 July 2013. Acquisitions Database. “ Acquisitions Grants Report: All Supervisorial Districts.” (District
Acquisitions Database).

2 TE, Vol. 2, Exh. 14: District. 30 March 1993. “ Safe Neighborhood Parks.” Procedural Guide, Specified Grant
Program, Funds from Proposition A (November 1992). (Procedural Guide).

HOA.1017608.1 12

ANALYSISOF WHITTIER OIL PROJECT AND LEASE



LEGEND Mapped Area
S .
| J County Boundaries
— KERN
D Project Location
SAN BERNARDINO
VENTURA
LOS ANGELES
Project Location
RIVERSIDE
SOURCE: ESRI, County of Los Angeles, SEI ORANGE
N
0 5 10 20
g — Miles
1:800,000
Q:\1020\1020-07 1\ArcProjects\PositionPaper\RegionalVicinityMap.mxd
FIGURE 1

Regional Vicinity Map




LEGEND

Whittier Hills Property - Lease Area
Whittier City Limits
Los Angeles County

Habitat Authority Preserve

Los Angeles County

SOURCE: ESRI, County of Los Angeles, SEI
y 0 1 2
$ ™™ e ™™ e VTS
1:100,000

Q:\1020\1020-071\ArcProjects\PositionPaper\ProjectLocationMap.mxd

Orange County

FIGURE 2

Project Location Map




“maintain and operate in perpetuity the property acquired, developed, improved, rehabilitated, or
restored with the funds. With the approval of the granting agency [District], the recipient or its
successors in interest in the property may transfer the responsibility to maintain and operate the
property in accordance with this Section [16a].”* As a Proposition A Grant Recipient, Whittier
is required to administer the lands acquired with Proposition A funds, consistent with the Project
Agreement, that expressly required “prior District approval” for (1) any proposed lease
agreement with a non-government entity and (2) any non-governmental use, operations,
management, or other activity on the site.* The Procedural Guide expressly excludes the use of
lands for private, non-governmental use without District review and approval.*® Private Activity
is defined in the Procedural Guide: “Private Activity: Any agency receiving District funds must
submit for prior District approval any proposed operating agreement, lease, management
contract, or similar arrangement with a non-governmental entity that relates to the project or
project site. Prior District approva of all non-governmental use, operations, management or

other activity on the site is necessary during, and after, the project performance period.”*

If a change of use or disposition is approved by the Board, Section 16 of Proposition A
provides that the recipient of the grant must agree to use the proceeds of such change of use or
disposition only for the purposes permitted by the grant and to make no other use, sale, or
disposition of the property, unless the “(1) amount of the grant, (2) the fair market value of the
real property, or (3) the proceeds from the portion of such property acquired, developed,
improved, rehabilitated, or restored with the grant, whichever is greater, shall be used by the
recipient, subject to subdivision a of this Section, for a purpose authorized in that category or
shall be reimbursed to the Parks Fund and be available for appropriation only for a use
authorized in that category.”® Section D, Project Administration, subsection 10 of the Project

Agreement contains similar language:

* Proposition A.

% TE, Vol. 2, Exh. 14: Procedural Guide.
*1d., Page 4.

*1d., Page 7.

3 Proposition A, Section 16 b.
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“10. If Applicant sells or otherwise disposes of property acquired or developed
with grant monies provided under this Agreement, Applicant shall reimburse the
District in an amount equal to the greater of 1) the amount of grant monies
provided under this Agreement; 2) the fair market value of the real property; or 3)
the proceeds from the portion of the property acquired, developed, improved,
rehabilitated or restored with grant monies. If the property sold or otherwise
disposed of is less than the entire interest in the property originally acquired,
developed, improved, rehabilitated or restored with the grant monies, then
Applicant shall reimburse the District an amount equal to the greater of: 1) an

amount equal to the proceeds; or 2) the fair market value.”*®

F. Litigation Related to the Project and Proposition A

Severa lawsuits have been filed and litigated, and continue to be litigated, challenging
the Project and Lease. On October 27, 2010, the Open Space Legal Defense Fund (OSLDF)
sued Whittier and the District, alleging that the Project violated Proposition A and the Public
Trust Doctrine, as well as on other grounds (OSLDF v. City of Whittier, et al., BS128995*). On
December 23, 2011, OSLDF filed a second lawsuit against Whittier (with the County and
District as real parties) challenging the Project’s Conditional Use Permit (CUP) and FEIR
(OSLDF v. City of Whittier, et al., BS 135187*°). The two OSLDF lawsuits were litigated
through October 30, 2012, when they were settled pursuant to a settlement agreement.**

On February 24, 2012, MRCA filed the MRCA Lawsuit challenging the CUP and lease,
alleging violations of Proposition A and the deed restriction applicable to the Whittier Hills
Property. MRCA amended its lawsuit on August 3, 2012.* On August 6, 2012, SMMC filed a
lawsuit against Whittier (Santa Monica Mountains Conservancy v. City of Whittier et al., BS

®TE, Vol. 3, Exh. 21: Project Agreement, Section D, Project Administration, subsection 10, Page 8.

¥ TE, Vol. 7, Exh. 78: Verified Petition for Writ of Mandate and Complaint for Declaratory and Injunctive Relief,
October 27, 2010.

“OTE, Vol. 14, Exh. 117: Verified Petition for Writ of Mandate and Complaint for Declaratory and Injunctive Relief,
December 23, 2011.

“ Settlement on file with County Counsel.
“2TE, Vol. 15, Exh. 150: MRCA'’s First Amended Petition for Writ, August 3, 2012.
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138796%). On October 25, 2012, the District, the County, and the Board filed a Cross-
Complaint asserting that Whittier had violated Proposition A, the Project Agreement, the Public
Trust Doctrine, and CEQA in relation to the approval of the Lease, twice amending the Lease,
and amending the deed restriction.*

On December 14, 2012, afifth lawsuit, Proposition “ A” Protective Association v. City of
Whittier, et al. (BS 140884), was filed challenging the Project under Proposition A.* This case

remains pending.

The County’s Cross-Complaint, MRCA’s claims, and SMMC'’s claims were tried before
Judge Chalfant on June 6, 2013. Following the trial on the claims challenging the Project by the
District, MRCA, and SMMC, Judge Chalfant issued the Trial Court Decision consisting of four

main rulings.

First, the court held that Whittier breached the Project Agreement between the District
and Whittier by failing to obtain the District’s approval before entering into and amending the
lease with Matrix, in connection with the Project. The Court held that in order to ensure
Proposition A’s specific purpose of restoring and preserving parks, wildlife, and open space
resources in identified areas, Proposition A must be interpreted as permitting a change of use or
disposition of property acquired with Proposition A funding only when the District consents.
Based on this breach of contract, the court held that the District is entitled to (a) an order
requiring Whittier to request the District’s approval for the Project and (b) an injunction
prohibiting the Project from moving forward until the District approves the Project or until the
Project Agreement expires on June 30, 2015, whichever occursfirst. In exercising its discretion,
the court found that the District will act as a responsible agency under CEQA and that the
District must decide whether the Project is consistent with Proposition A.

Second, the court held that Proposition A requires that (a) Whittier obtain the District’s
approval for the Project before proceeding and, (b) in the event that approval is obtained, any

“ TE, Vol. 15, Exh. 151: Santa Monica Mountains Conservancy’s Petition for Writ of Mandate and Complaint for
Declaratory and Injunctive Relief, August 6, 2012.

“TE, Vol. 16, Exh. 161: County’s Cross Complaint and Petition for Writ of Mandate, August 14, 2012.

*® The Complaint is on file with County Counsel and available from the Los Angeles Superior Court file.
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proceeds generated from the Project must be used for Proposition A purposes and not for
Whittier's general fund purposes.

Third, the court held that the restrictive covenant over a portion of the former Chevron
land where the Project is located (Chevron Deed Restriction) requires preservation of said land
as open space in perpetuity. In thisregard, the court found that the Project violates the Chevron
Deed Restriction and that MRCA is entitled to a permanent injunction precluding any Project
activities on the 600 acres where the Chevron Deed Restriction applies. A portion of the Project

drilling site and an access road are located within the Chevron Deed Restriction area.

Finaly, the court held that because the District did not challenge the CUP for the Project
in atimely way, the District was barred from raising mandamus challenges to the Project based

on the public trust doctrine and Proposition A.

On June 13, 2013, Judge Chalfant entered a preliminary injunction that prohibits any
physical work in furtherance of the Project on the ground until June 30, 2015, unless the District
exercisesits discretion to approve the Project prior to that date.*®

On August 15, 2013, MRCA agreed to a settlement with Whittier and Matrix that
requires Whittier to pay MRCA up to $11.25 million per year in royalties from the Lease in
exchange for MRCA dismissing its lawsuit, which it did on August 20, 2013. On August 15,
2013, SMMC agreed to a settlement with Whittier and Matrix, pursuant to which SMMC agreed
not to appeal and to have judgment entered against it. On October 1, 2013, Judgment was
entered against SMMC. #

On October 1, 2013, judgment was entered in favor of the District in the MRCA
Lawsuit.® The judgment provides the District with an order of specific performance to enforce
the requirement in the Project Agreement that Whittier obtain the District’ s discretionary consent

before entering into any lease or other agreement that changes the use, or disposes of, any

“6 Preliminary Injunction Order on file with County Counsel and available from the Los Angeles Superior Court file.

" The Whittie—MRCA Settlement Agreement, Dismissal of MRCA Lawsuit by MRCA, SMMC-Whittier
Settlement Agreement, and the Judgment are al on file with County Counsel and available from the Los Angeles
Superior Court file.

“8 The Judgment is on file with County Counsel and available from the Los Angeles Superior Court file.
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portion of the property or allows the Project to proceed. The judgment also includes a final
injunction restraining and enjoining Whittier and Matrix from any activity or disturbance

whatsoever on the property in pursuit of, or related to, the Project.
G. District Role as a Responsible Agency
1. Roles, Responsibility, and Discretion Pursuant to CEQA

According to CEQA, the approval or rejection of a project falls under the discretion of
the Responsible Agency. The Board, acting in its capacity as governing body of the District, is
the decision-making body related to consideration of the proposed lease between Whittier and
Matrix to allow exploration and recovery of petroleum resources from lands acquired with
Proposition A funds. The District qualifies as a Responsible Agency, as defined pursuant to
Section 15381 of the State CEQA Guidelines:

“‘Responsible Agency’ means a public agency which proposes to carry out or
approve a project, for which a Lead Agency is preparing or has prepared an
Environmental Impact Report or Negative Declaration. For the purposes of
CEQA, the term *Responsible Agency’ includes all public agencies other than the

Lead Agency which have discretionary approval power over the project.”*

Per Section 15042 of the State CEQA Guidelines, a Responsible Agency (District) may
refuse to approve a project in order to avoid one or more direct or indirect significant
environmental effects that are within the District’s jurisdiction to carry out or approve.® The
Didtrict, through the Board, acting in its capacity as its governing body, serves as the
Responsible Agency for consideration of the Lease and request to change the use to alow the
Project on lands acquired with Proposition A funds. The District, as a Responsible Agency, must
consider the effects of the activities involved in the Project for which it is required to render a

9 |n the MRCA Lawsuit, Judge Chalfant held that the District was a Responsible Agency because it has
discretionary approval over the lease. Trial Court Decisionin MRCA, Page 28.

* State of California. Association of Environmental Professionals, publisher. 2013. 2013 CEQA Statutes and
Guidelines. Article 3: Authorities Granted to Public Agencies by CEQA. Section 15042: Authority to Disapprove
Projects. Page 117. Available at: http://ceres.ca.gov/ceqa/guidelines/art3.html.
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discretionary decision, pursuant to Section 21002.1(d) of the CEQA Statute.™ Asa Responsible
Agency, the District, through its Board, may determine that there is insufficient public benefit to
support a Statement of Overriding Consideration in relation to significant and unavoidable
impacts and may exercise its discretion not to approve the Project consistent with the provisions
of Section 21080 (b)(5) of the CEQA Statute. Section 15270(a) of the State CEQA Guidelines
provides that the Responsible Agency is not required to prepare an environmental document

pursuant to CEQA when rejecting or disapproving a project.>

*|d., Chapter 1: Policy. Section 21002.1 Use of Environmental Impact Reports; Policy. Pages 2-3. Available at:
http://ceres.ca.gov/cega/stat/chapl.html.

*2|d., Chapter 2.6: General. Section 21080: Division Application to Discretionary Projects; Nonapplication;
Negative Declarations; Environmental |mpact Report Preparation. Pages 8-9. Available at:
http://ceres.ca.gov/cega/stat/chap2_6.html; State of California. 1d., Article 18; Statutory Exemptions. Section 15270:
Projects Which Are Disapproved. Pages 221-222. Available at: http://ceres.ca.gov/ceqa/guidelines/15260-

15285 web.pdf.
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I11. Whittier Acquisition of the Whittier Hills Property

In applying for and accepting Proposition A funds to acquire the Whittier Hills Property,
Whittier expressly acknowledged the significant open space and wildlife habitat values
represented by the land, made a commitment to manage the land in perpetuity for such purposes,
and acknowledged the responsibility to fund the operation and maintenance of the lands, and
accepted the requirement to obtain District approval for any proposed leases or change in land
use of the Whittier Hills Property.*

A. Whittier Proposition A Application, Assurances, and Project Agreement
1. Proposition A

Proposition A Section 8(b)(2) specifically provided $9.3 million in funds to Whittier for
the acquisition of natural lands in the Whittier Hills. Proposition A Section 8(c) provides $40
million to SMMC, including in Section 8(c)(6) that not less than $7 million of that money shall
be expended in Whittier Hills (Figure 3, Lands Acquired with Proposition A Funds). Table 1,
Proposition A Acquisition Parcels, with Habitat Authority Lands Noted, shows compilations of

parcels that were acquired with Proposition A funds.>

3 TE, Vol. 2, Exh. 18: Whittier Resolution No. 6416. 7 July 1992. RE: Proposition A, Grant Application and
Assurances.

> The District Acquisitions Database correctly reports parcel AIN 8137-021-907 as purchased with Proposition A
funds.

HOA.1017608.1 19
ANALYSISOF WHITTIER OIL PROJECT AND LEASE




= == Arroyo Pescadero Trail (including Deer Loop Trail) Other Lands Acquired with Proposition A Funds

Hall / Childs Estate Tract - 77 A
= == Arroyo San Miguel Trail a tids Estate frac cres

Hell Tract - 289 A
== mmm == Schabarum-Skyline Trail eliman frac cres

ker Tract- 11 A
Whittier City Limits Qualer Trac cres

R Hills Tract - 950 A
Whittier Hills Property - Lease Area ose s frac cres

OJ
V/A Non Prop A Funded Parcel
)
a
2,

Shannon Tract - 20 Acres

S C Tract- 100 A
Chevron Tract - 960 Acres ycamore Lanyon frac cres

Worsham Canyon Tract - 19 Acres

8080080

Unocal Tract - 300 Acres

Prop A Funded Parcel

SOUREE: ESRI, County of Los Angeles, SEI

N
0 0.5 1
™ el Ml
1:50,000

Q:\1020\1020-071\ArcProjects\PositionPaper\LandsPropA.mxd

FIGURE 3
Lands Acquired with Proposition A Funds




TABLE 1
Proposition A Acquisition Parcels, with Habitat Authority Lands Noted*

Y ear
Acquired
Part of by
Leased Whittier
Prop. Habitat Whittier According
A Authority Tract Hills Grant NumbersasListed | toDistrict
Funds? | Preserve? Name AIN Property? in District Database Database
Yes Yes ellma 8 025-9 No a 0. 58A1- 94 1997
00 3 0. 58 9
00
Yes Yes ellma 8 025-924 No a 0. 58 9 00 1997
Yes Yes ellma 8126-041-90 No -
Yes Yes ellma 8126-041-904 No a 0. 58 97- 100 1997
Yes Yes ellma 8126-041-906 No
Yes Yes ellma 8126-041-90 No a 0. 58LI- 94- 0034 1998
3 0. 58Al- 94- 0180
Yes Yes ellma 8126-041-908 No a 0. 58LI- 94- 0034 1998
3 0. 58Al- 94- 0180
Yes Yes ellma 8126-041-909 No a 0. 58LI- 94- 0034 1998
3 0. 58Al- 94- 0180
Yes Yes Sycamore | 8125-033-900 No Grant No. 58Al- 94- 0180 1997
Canyon
Yes Yes Sycamore | 8126-001-902 No Grant No. 58Al- 94- 0180 1997
Canyon
Yes Yes Sycamore | 8126-001-903 No Grant No. 58Al- 94- 0180 1997
Canyon
Yes Yes Sycamore | 8126-001-904 No Grant No. 58Al- 94- 0180 1997
Canyon
Yes Yes Hall/Childs | 8126-028-901 No Grant No. 58LI- 94- 0034 1995
Yes Yes Rose Hills | 8125-024-032 No - -
Yes Yes Rose Hills | 8125-024-900 No Grant No. 58L8 - 03- 0857 2002
Yes Yes Rose Hills | 8125-024-901 No Grant No. 58L8 - 03- 0857 2002
Yes Yes Rose Hills | 8125-024-902 No Grant No. 58L8 - 03- 0857 2002
Yes Yes Rose Hills | 8125-024-903 No Grant No. 58L8 - 03- 0857 2002
Yes Yes Rose Hills | 8125-024-904 No Grant No. 58L8 - 03- 0857 2002
Yes Yes Rose Hills | 8125-024-905 No Grant No. 58L8 - 03- 0857 2002
Yes Yes Rose Hills | 8125-024-906 No Grant No. 58L8 - 03- 0857 2002
Yes Yes Rose Hills | 8137-021-910 No Grant No. 58L8 - 03- 0857 2002
Yes Yes Rose Hills | 8137-021-911 No Grant No. 58L8 - 03- 0857 2002
Yes Yes Rose Hills | 8221-027-905 No Grant No. 58L8 - 03- 0857 2002
Yes Yes Rose Hills | 8289-007-910 No Grant No. 58L8 - 03- 0857 2002
Yes Yes Rose Hills | 8289-007-911 No Grant No. 58L8 - 03- 0857 2002
Yes Yes Rose Hills | 8289-007-912 No Grant No. 58L8 - 03- 0857 2002
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Proposition A Acquisition Parcels, with Habitat Authority Lands Noted*

TABLE 1

Prop. Habitat
A Authority

Funds? | Preserve?
Yes Yes
Yes Yes
Yes Yes
Yes Yes
Yes Yes
Yes Yes
Yes Yes
Yes Yes
Yes Yes
Yes Yes
Yes Yes
Yes Yes
Yes Yes
Yes Yes
Yes Yes
Yes Yes
Yes Yes
Yes Yes
Yes Yes
Yes Yes
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TABLE 1
Proposition A Acquisition Parcels, with Habitat Authority Lands Noted*

Y ear
Acquired
Part of by
L eased Whittier
Prop. Habitat Whittier According
A Authority Tract Hills Grant NumbersasListed | toDistrict
Funds? | Preserve? Name AIN Property? in District Database Database
Yes Yes Chevron 8289-021-903 Yes Grant No. 58L1- 94- 0034; 1995
Grant No. 58Al- 94- 0180
Yes Yes Chevron 8289-021-904 Yes Grant No. 58Al- 94- 0180 1995
Yes Yes Chevron 8137-021-907 Yes Grant No. 58LI- 94- 0034; 1995
Grant No. 58Al- 94- 0180
Yes Yes Unocal 8289-020-900 Yes Grant No. 58LI1- 94- 0034 1995
Yes Yes Unocal 8291-003-901 Yes Grant No. 58LI- 94- 0034 1995
Yes Yes 8240-001-900 Grant No. 58LI- 94- 0034 1995
No Yes - 8126-041-901 No - -
No Yes - 8126-041-905 No - -
No Yes - 8137-021-902° Yes - 1995
No Yes - 8138-033-903 No - -
No Yes - 8137-021-904 No - -
No Yes - 8138-033-905 No - -
No Yes - 8138-033-900 No - -
No Yes - 8138-033-901 No - -
No Yes - 8138-033-902 No - -
No Yes - 8138-033-907 No - -

Note: * Colors correspond to Tracts of parcels shown in Figure 3, Lands Acquired with Proposition A Funds.

Sources: 1. Tract Parcel APNs and Deeds. GIS data provided by County and “Whittier/Puente Hills Property
Purchased with Proposition A Funds, Based on List of 1992 Proposition A Projects from Controller’s,” Pages A-8 to
A-9.

2. Habitat Authority Lands obtained from GIS shapefile overlaid over countywide parcels.

3. Grant number and Date Acquired obtained from Los Angeles County Regional Park and Open Space District
Acquisitions Database, July 25, 2013.

4. The Lease says Grant Deed Instrument No. 95-2043171 included this parcel in the Chevron transaction; the FEIR
says this land was not purchased with Prop A funds, and District Acquisition Database does not include this parcel
under its Grants.
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2. Whittier Resolution 6416 Agreeing to Proposition A Assurances

On July 6, 1993, Whittier adopted Resolution No. 6416> acknowledging that:
Proposition A established the District to administer the funds; through adoption of a Resolution,
Whittier will enter into an Agreement with the District to provide the funds; as a condition
precedent to the transfer of the funds, Whittier must acknowledge its understanding of the related
assurances and certifications in the application form; and Whittier stipulates that it will have
sufficient funds to operate the lands in perpetuity. In the adoption of Resolution No. 6416,
Whittier promised that it would (1) “use the Property only for the purposes of the Proposition
and will make no other use, sale, or other disposition of the Property except as authorized by
specific act of the Board of Supervisors as the governing body of the District”; and (2) “maintain
the Property acquired, developed, rehabilitated or restored with the funds in perpetuity.” The
assurances in Resolution No. 6416 included the statement that the “ Applicant will maintain and
operate the property acquired, developed, rehabilitated, or restored with the funds in
perpetuity.”®
3. Whittier Files CEQA Notice of Exemption for Its Acquisition of Whittier Hills

Property and Other Land in the Preserve

In the Notice of Exemption, attached to its grant application, Whittier acknowledged the
importance of preserving the 4,000 acres as the last remaining wilderness lands in eastern Los
Angeles County:

“The Puente/Whittier Hills are part of the last remaining, wilderness areas in
eastern Los Angeles County. The hills contain a variety of native plant life and
have been found to be part of wildlife migration corridors bridging the Chino
Hills, San Gabriel Mountains and Santa Ana Mountains. Along the ridges,

*TE, Vol. 2, Exh. 18: July 6, 1993, Whittier Resolution No. 6416.

% TE, Vol. 2, Exh. 18: Whittier Resolution No. 6416. 7 July 1992. RE: Proposition A, Grant Application and
Assurances.
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canyons, and ravines of the area numerous species of birds, reptiles and mammals

can be found.”®’

4, City of Whittier Proposition A Grant Application

The Whittier Hills Park grant application requested $9.3 million under Proposition A.%
The proposed 4,000-acre acquisition was described in the application with the intent to “preserve
portions of the last remaining chaparral, native oak woodlands and coastal sage scrub ecosystems

within eastern Los Angeles County,”*

through use of land dedications and gift/purchase
potentials for acquisition. No oil exploration or drilling was included in Whittier's project
description or application; the land to be acquired with public funds was intended solely for open

space, wildlife habitat, and recreational use.
5. Project Agreement and District Approval of Grant No. 58L1-94-0034

As required pursuant to Proposition A, Whittier executed a Project Agreement® with the
District on November 9, 1993. Based on Whittier’ s application, assurances, and execution of the
Project Agreement, on November 9, 1993, the District approved Grant No. 58L1-94-0034 for
Whittier to execute the Whittier Hills Park Project under Section 8.b.2 of Proposition A.** By
signing the Project Agreement, Whittier acknowledged that the 4,000-acre property includes
acreage designated as a Significant Ecological Area (SEA) by the County and that it constitutes
“portions of the last remaining chaparral, native oak woodlands and coastal scrub ecosystem

within eastern Los Angeles County;”

agreed to submit for prior District approval all proposed
operating agreements, leases, concession agreements, and any existing or proposed
amendments/modifications; agreed that it would not permit the use of any portion of the Project

by any private person or entity without the prior written consent of the District; and agreed to

> TE, Vol. 2, Exh. 20: Whittier. 24 August 1993. Notice of Exemption: Whittier Hills Park. 13230 East Penn Street,
City of Whittier, CA, 90602. (Notice of Exemption).

*® TE, Vol. 3, Exh. 21. Project Agreement. Whittier's application indicated that it would use monies from a 1994
State bond initiative to acquire portions of the Park.

2d.
g,
& d.
2 TE, Vol. 2, Exh. 20: Notice of Exemption.
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“maintain and operate in perpetuity the property acquired, developed, rehabilitated or restored
with grant monies, subject to the provisions of the Proposition.”® The Project Agreement
acknowledges the District’s role in approval of any changes to the proposed use of the property
and Whittier's commitment to maintain the property acquired with Proposition A grant funds in
perpetuity: Section B.10, Project Execution, of the Project Agreement requires that “any
modification or alteration in the Project... must be submitted, in writing, to the District for prior

approval.”

In Section D.5, Project Administration, of the Project Agreement, Whittier, as “ Applicant
agrees to submit for prior District review and approval any and al existing or proposed operating
agreements, leases, concession agreements, management contracts, or similar arrangements with
non-governmental entities, and any existing or proposed amendments or modifications thereto,
as they relate to the project or the project site for a period of twenty (20) years from the date of
this Agreement. Applicant further agrees not to enter into any contract, lease, or similar
arrangement, or to agree to any amendment or modification to an existing contract, agreement,
lease or similar arrangement, that, in the District's opinion, violates federal regulations

restricting the use of funds from tax-exempt bonds.”

Section D.9, Project Administration, of the Project Agreement, states, “Applicant hereby
agrees that it will not, without the prior written consent of the District, (a) permit the use of any
portion of the project by any private person or entity, other than on such terms as may apply to
the public generaly; or (b) enter into any contract for the management or operation of the project
or any portion thereof, except with a governmental agency or a nonprofit corporation that is
exempt from federal income taxation pursuant to Section 501(c)(3) of the Internal Revenue
Code.”

Section D.10, Project Administration, of the Project Agreement states that “if Applicant
sells or otherwise disposes of property acquired or developed with grant monies provided under
this Agreement, Applicant shall reimburse the District in an amount equal to the greater of 1) the
amount of grant monies provided under this Agreement; 2) the fair market value of the rea

% TE, Vol. 3, Exh. 21. Project Agreement.
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property; or 3) the proceeds from the portion of the property acquired, developed, improved,
rehabilitated, or restored with grant monies.

“If the property sold or otherwise disposed of is less than the entire interest in the
property originaly acquired, developed, improved, rehabilitated, or restored with the grant
monies, then Applicant shall reimburse the District an amount equal to the greater of: 1) an

amount equal to the proceeds; or 2) the fair market value.”

Section J.1, Use of Facilities, states, “Applicant agrees to use the property acquired or
developed with grant monies under this Agreement only for the purpose for which it requested
District grant monies and will not permit any other use of the area, except as alowed by specific
act of the Board of Supervisors as governing body of the District and under the terms and

conditions of the Proposition.”

Section J.2, Use of Facilities, states, “Applicant agrees to maintain and operate in
perpetuity the property acquired, developed, rehabilitated or restored with grant monies, subject
to the provisions of the Proposition. With the District’ s approval, the Applicant, or its successors
in interest in the property, may transfer the responsibility to maintain and operate the property in

accordance with the Proposition.”

B. Whittier Acquires the Whittier Hills Property by Working with TPL, MRCA, and
SMMC

The Puente Hills Native Habitat Authority Preserve (Preserve) comprises atotal of 3,869
acres, a portion of which was purchased with Proposition A funds. The Whittier Hills Property
that was acquired with Proposition A funds includes 17 parcels, totaling approximately 1,280
acres (Table 2, Lease Exhibit A: Proposition A Funded Acquisition of Whittier Hills Property
Parcels). The Whittier Hills Property that Whittier leased to Matrix consists of two tracts of land
that were previously owned by Chevron (the “Chevron Tract”) and Unocal (the “Unocal Tract”).
Whittier used TPL asits agent to assist it in the purchase of the Whittier Hills Property.
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TABLE 2

Lease Exhibit A: Proposition A Funded Acquisition of Whittier Hills Property Parcels

Date Acquired

Grant Number, Deed
Number and

Tract (if applicable)

Approximate

(Recorded) Transaction Parties AIN Acreage

12/26/1995 95-2043171; Deed 2308; Chevron 8137-028-900 16.01
MRCA to Whittier

12/26/1995 95-2043171; MRCA to - 8137-021-907 10.45
Whittier

12/26/1995 95-2043171; MRCA to Not Prop A Funded 8137-021-902 18.15
Whittier

12/26/1995 95-2043171; Deed 2308; Chevron 8137-021-908 13.72
MRCA to Whittier

12/26/1995 95-2043171; Deed 2308; Chevron 8137-021-909 19.22
MRCA to Whittier

12/26/1995 95-2043171; Deed 2308; Chevron 8289-007-908 38.01
MRCA to Whittier

12/26/1995 95-2043171; Deed 2308; Chevron 8138-033-914 1151
MRCA to Whittier

12/26/1995 95-2043171; City Deed Shannon 8138-033-915 18.45
2333; MRCA to Whittier

12/26/1995 95-2043171; Deed 2308; Chevron 8138-033-913 22.56
MRCA to Whittier

12/26/1995 95-2043171; Deed 2308; Chevron 8289-007-909 148.02
MRCA to Whittier

12/26/1995 95-2043171; Deed 2308; Chevron 8289-007-907 150.95
MRCA to Whittier

12/26/1995 95-2043171; Deed 2308; Chevron 8138-032-901 45,12
MRCA to Whittier

12/26/1995 95-2043171; Deed 2308; Chevron 8289-021-904 401.86
MRCA to Whittier

12/26/1995 95-2043171; Deed 2308; Chevron 8289-021-903 0.59
MRCA to Whittier

12/26/1995 95-2043171; Deed 2308; Chevron 8291-005-900 36.25
MRCA to Whittier

12/26/1995 95-2043171; Deed 2308; Chevron 8291-004-900 37.6
MRCA to Whittier

10/16/1995 95-1666829; Deed Unocal 8289-020-900 66.7
2300; TPL to Whittier

10/16/1995 95-1666829; Deed 2300; Unocal 8291-003-901 235.55
TPL to Whittier

Sour ce: 2008 Lease, “Exhibit A.”
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1. Chevron Tract and Deed Restriction

The Chevron Tract was acquired with the use of Proposition A funds from both Section
8(b)(2) and Section 8(c)(6). SMMC granted a portion of its $7 million Proposition A Section
8(c)(6) funds to MRCA to help facilitate Whittier’s acquisition of the Chevron Tract. MRCA
purchased the Chevron Tract from TPL on December 12, 1995, using Proposition A fundsit had
been alocated and concurrently sold it to Whittier for half that value, with Whittier also using
Proposition A funds for this purchase. On December 20, 1995, MRCA sold the Chevron Tract to
Whittier pursuant to a purchase agreement. As part of the transactions, TPL, MRCA, and
Whittier all agreed to a Declaration and Easement of Restricted Use for conservation and habitat
preservation (the Chevron Deed Restriction).®*

The sale of the Chevron Tract was made with the intent for the property “to be preserved
and used for public open space and recreational purposes.”® According to Recital F of the
Chevron Deed Restriction, Chevron and TPL “desire that the conservation value of 600 acres of
the Sale Property, more specifically described below and defined as a portion of the Restricted
Property, shall be preserved and protected in perpetuity.”®® The purpose of the Chevron Deed
Restriction is to place an easement on 600 acres of the Sale Property, which would be retained in
perpetuity in a natural, undeveloped open space condition, for wildlife habitat restoration
purposes and to “to prevent any use of the Conservation Easement Area that will impair or
interfere with the conservation values of the Sale Property.”® Permitted recreational uses for
these 600 acres conveyed to TPL are hiking, biking, and horseback riding over signed trails open
to the public; construction and maintenance of trails, staging areas, stables, and other limited
park maintenance facilities in locations with minimal impact to sensitive habitat areas; and
vehicular use of all existing paved roads or established roadways for park maintenance, fire
prevention, administration, and security purposes.® Oil drilling, exploration, and processing are
not activities allowed under the Chevron Deed Restriction. An attorney retained by Whittier

% TE, Vol. 4, Exh. 42: County Recorder Document No. 952043169. 26 December 1995. Declaration and Easement
of Restricted Use Chevron Property. (Chevron Deed Restriction).

d., Page 1, Recital D.

% d., Page 2, Recital F.

" 1d., Agreement 1, Agreement 6.
% d.
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prepared an opinion in July 2011 that Whittier posted on its website which states that in the
Chevron Deed Restriction,

“Whittier agreed to restrict use ‘forever in a natural undeveloped, open space
condition,” ‘for wildlife habitat and habitat restoration purposes,’” and ‘to prevent
any use that would ‘impair or interfere with [the site's|] conservation values.’
Permitted uses include hiking, biking and horseback riding. Any activities

‘inconsistent’ with habitat conservation or the permitted uses are prohibited.”

2. Unocal Tract and Deed Restriction

The Unocal Tract was sold by Unocal to TPL and then purchased by Whittier from TPL
on October 16, 1995, using Proposition A funds.”” The original sale of the Unocal Tract to TPL
had been conditioned upon Whittier's representation and covenant that the subject Property
would be used exclusively for open space and recreational purposes.”t Prior to acquiring the
Unocal Tract, Whittier's City Manager assured Unocal and TPL in a May 12, 1995, letter that
“the City’s intent is to use this Property only as a future park and open space. We are further
restricted by the requirements of the funding source — County of Los Angeles Proposition A
which also carries such restriction.” > A May 7, 1996, letter from Whittier's City Manager
discussing the intended deed restriction for the Unocal Tract statesthat it is*severe” and requires
“an open space use in perpetuity” because “the Council didn't feel a 25-year restriction was
enough.”” The purchase of the Unocal Property aso required Unocal to complete some

remediation of contamination on the site and to receive a No Further Action letter from the State

% TE, Vol. 8, Exh. 98: Carlyle Hall Report on Prop. A [Carlyle W. Hall, Jr., Akin Gump Strauss Hauer & Feld LLP.
26 July 2011. Legal Analysis of Whittier’s Right to Extract Oil and Gas Resources Underlying Its Park and Open
Soace Propertiesin the Whittier Hills Consistent with Longstanding California Real Estate Law Principles and with
Proposition A]

" TE, Vol. 4, Exh. 47: County Recorder Document No. 96-909633. 14 May 1996. Declaration of Restricted Use
Unocal (Unocal Deed Restriction). Recitals.

"1d.

2TE, Vol. 3, Exh. 29: Whittier. 12 May 1995. Letter from City of Whittier to Unocal, Subject: Environmental
Agreement Between City of Whittier and Unocal.

" TE, Vol. 4, Exh. 46: Whittier. 7 May 1996. Letter from City of Whittier to Unocal, Subject: Declaration of
Restricted Use Covenant.
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Regional Water Quality Control Board (“Water Board”).”* As part of the submittal to the Water
Board, it was represented by Whittier that future use of the Unocal Tract would be open space.”
The Water Board No Further Action Letter states that the “future land use for the subject
property has been stated to staff to be open space with no intended development. Based on the
above comments, remediation of the remaining site contamination is placed in abeyance pending
future development of the area near the former production well MS2A. No further action

n 76

required.

On May 14, 1996, a Declaration of Restricted Use (“Unocal Deed Restriction”) was
executed on the Unocal Tract by Whittier and then recorded by Whittier on June 10, 1996, as
document No. 96 909633. The Unocal Deed Restriction required that the Unocal Tract be used
in perpetuity exclusively for public open space and recreational purposes so as to benefit this
generation and future generations to come “in accordance with the requirements and limitations
set forth in County of Los Angeles Proposition A.” " Recital E of the Unocal Deed Restriction
states that Whittier “intends to restrict use of the Subject Property in perpetuity exclusively for
public open space and recreational purposes as to benefit this generation and future generations
to come.””® The purpose of this Deed Restriction is to “restrict use of the Subject Property in
perpetuity exclusively for public open space and recreational purposes subject to the uses
specifically permitted in this Declaration, City intends that this Declaration will limit the use of
the Subject Property shall be deemed the entirety of the Subject Property.””® Asin the Chevron
Deed Restriction, the permitted uses under the Unocal Deed Restriction are hiking, biking, and
horseback riding over signed trails open to the public; construction and maintenance of trails,
staging areas, stables and other limited park maintenance facilities in locations with minimal
impact to sensitive habitat areas, and vehicular use of al existing paved roads or established

" TE, Vol. 4, Exh. 33: October 26, 1995 letter from J.R. Ross Unit Chief for the California Regional Water Control
Board addressed to Mr. Van W. Orr, Unocal Corporation. Exh. 34: November 8, 1995 letter from David Sutton,
Project Manager, The Trust for Public Land to Whittier City Manager Thomas G. Mauk. Exh. 35: Letter to Tily
Shue, The Trust for Public Land from Earl D. James, Erler & Kalinowski, Inc. Exh. 37: November 28, 1995 |etter
from Whittier City Manager Thomas G. Mauk to David Sutton, Project Manager, The Trust for Public Land.

®TE, Vol. 4., Exh. 34: Letter from Trust for Public Land to City of Whittier, November 8, 1995.
"®TE, Val. 4, Exh. 33.

" TE, Vol. 4, Exh. 47: Unocal Deed Restriction.

®1d., Recital E.

" 1d., Declaration 1. Purpose.
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roadways for park maintenance, fire prevention, administration, and security purposes® Oil
drilling, exploration, and processing are not activities allowed under the Unocal Deed
Restriction. Indeed, Whittier’s attorney prepared an opinion in July 2011, which was given to
the District by Whittier, stating,

“Under the restrictive covenant for the former Unocal property, Whittier agreed to
restrict use of the acquisition area ‘in perpetuity exclusively for public open space
and recreational purposes,’” including hiking, biking and horseback riding. Any

activity inconsistent with these purposes is prohibited.”
C. Judge'sTrial Court Decision

At the trial of the MRCA Lawsuit, Judge Chalfant determined that the acquisition of the
Whittier Hills Property using Proposition A funds by Whittier, and subject to the Chevron and
Unocal Deed Restrictions dedicating the Chevron and Unocal Tracts for open space uses,
subjected the Whittier Hills Property to the Public Trust Doctrine® Judge Chalfant held that the
Chevron Deed Restriction was a conservation easement that was enforceable and prevented use
of the land covered by the Deed Restriction from being used for the oil drilling activities
approved a part of the Project. Judge Chalfant held that the Chevron Deed Restriction, which
requires that the “*600-acre Conservation Area be retained forever in a natural undeveloped
open-space condition... for wildlife habitat and habitat restoration processes lasts in
perpetuity.”®

The Lease grants Matrix exploration and drilling rights to the entire approximately 1,280
acres of the Whittier Hills Property, and if the Lease is approved by the District, there is nothing
to prevent Whittier from alowing Matrix to use portions of the Whittier Hills Property covered
by the Chevron Deed Restriction for oil and gas exploration, drilling, and processing and

8 |d., Declaration 3. Permitted Uses.

8 TE, Vol. 8, Exh. 98: Carlyle Hall Report on Prop. A [Carlyle W. Hall, Jr., Akin Gump Strauss Hauer & Feld LLP.
26 July 2011. Legal Analysis of Whittier’'s Right to Extract Oil and Gas Resources Underlying Its Park and Open
Foace Propertiesin the Whittier Hills Consistent with Longstanding California Real Estate Law Principles and with
Proposition A]

8 Trial Court Decision in MRCA, Pages 34, 35.
8d., Pages 33, 35.
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associated activities that are not allowed under the Chevron Deed Restriction. Similarly, if the
District were to approve the Lease, Whittier could grant Matrix additional use permits to conduct

oil and gas activities on the Unocal Tract in violation of the Unocal Deed Restriction.
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V. Whittier’s Acquisition of Property with Public Fundsto Be Preserved as

Open Spacein Perpetuity Created a Public Trust and An Expectation by the Public

That the Whittier Hills Property Would Remain Open Space For ever

District approval of the Lease would alow the Whittier Hills Property to be devel oped,
contrary to the promise that was made to the Voters that the properties acquired with Proposition
A funds were being purchased for the express purpose of being managed and enhanced for
wildlife habitat and open space purposes in perpetuity.®* Whittier acknowledged the importance
of the property designation for wildlife habitat in their Notice of Exemption prepared to support
the application for Proposition A Funds.®** Furthermore, District approval of the Lease would be
incompatible with the provisions of the Chevron and Unocal Deed Restrictions placed on the
Whittier Hills Property which expressly require that the lands be managed in perpetuity as open
gpace. The District Engineer’s Report specifies that the benefit provided to the Voters, in
exchange for the assessment approved by the magority of the Voters, is the long-term
conservation of open space and wildlife habitat.*® The acquisition of the Whittier Hills Property
by Whittier with public Proposition A funds and subject to the Chevron and Unocal Deed
Restrictions created a public trust. The precedent for development of lands purchased with
public funds that would be established if the District were to approve the Lease could motivate
the other 155 entities that used Proposition A funds to acquire property to consider comparable
development driven revenue generating schemes on their lands. Proposition A funds have been
used to acquire over 800 parcels, comprising nearly 21,000 acres (33 square miles) throughout
Los Angeles County.®” Indeed, SMMC's and MRCA's executive director Joe Edmiston raised
concerns about that very issue in the Whittier Daily News.® The SMMC is concerned about the

8 TE, Vol. 2, Exh. 14: Procedural Guide.

& TE, Vol. 2, Exh. 20: Notice of Exemption.
8 Engineer’s Report for Proposition A.

8 District Acquisitions Database.

8 TE, Vol. 14, Exh. 130, AR 3270-72. Scauzillo, Steve, San Gabriel Valey Tribune. 2 June 2012. Whittier Daily
News. Environmental Groups, State Conservancies say Whittier Oil Project Could Open Other Preservesto Oil
Drilling. PDF of original posted article available at:

http://www.whittierhillsoilwatch.org/resources ENVIRONMENTAL %20GROUPSY%20STA TE%20ANGENCIES%
20%200603120001.pdf Article (posted 1 June 2012) is available on San Gabriel Valley Tribune website at:
http://www.sgvtribune.com/20120602/environmental -groups-state-conservancies-say-whittier-oil -proj ect-coul d-
open-other-preserves-to-oil-drilling
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implications of a precedent of developing an oil and gas project in a protected preserve bought
with tax dollars because other nature preserves, such as those in the Pacific Palisades, could have
the potential to be renegotiated.

A. The Whittier Hills Property Was ldentified for Acquisition Due to High Wildlife
and Open Space Values

Proposition A Section 8(c) provides $40 million for the acquisition of park and open
space land to SMMC, including in Section 8(c)(6) that not less than $7 million of that money
shall be expended in the Whittier Hills. Proposition A required that prior to the expenditure of
such funds, SMMC shall enter into a joint powers agreement (JPA) with Whittier in order to
facilitate the preservation of park and open space lands.® The Notice of Exemption prepared by
Whittier for Proposition A Grant Application acknowledges the value of the lands to be acquired

with Proposition A funds:

“The Puente/Whittier Hills are part of the last remaining, wilderness areas in

eastern Los Angeles County.” %

A JPA was entered into by Whittier and SMMC in December of 1993 providing that the
Whittier Hills “constitutes a unique and valuable economic, environmental, scientific,
educational and recreational resource which should be held in trust for present and future
generations.”

The Whittier Hills Property is designated as part of the Puente Hills Landfill Native
Habitat Preserve (Preserve) and is managed for Whittier by the Puente Hills Landfill Native
Habitat Preservation Authority (Habitat Authority), a JPA whose members include Whittier, the
County, and the Los Angeles County Sanitation Districts (Figure 4, Lands Managed by Habitat
Authority). The Preserve is considered an integral part of the Puente-Chino Hills Wildlife
Corridor, extending nearly 31 miles from the Cleveland National Forest in Orange County to the

8 Proposition A.
% TE, Vol. 2, Exh. 20: Notice of Exemption.
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west end of the Puente Hills above Whittier Narrows.®> The Whittier Hills Property aso
includes land within the boundaries of the proposed Significant Ecological Area No. 15, Puente
Hills, selected for its ecologically significant land and water systems.** The specific acquisitions
comprising the Whittier Hills Property were part of a strategic measure to preserve ecologically
valuable open space in response to the location of the Preserve and Puente-Chino Hills Wildlife
Corridor.

B.  Whittier Consistently Stated Its Understanding and Desire to Maintain the Whittier
Hills Property as Open Spacein Per petuity

Whittier’s actions and statements from 1993 through spring of 2008 (when it decided to
pursue the Project) consistently indicated an intent and understanding that the Whittier Hills
Property was acquired to be maintained in perpetuity as open space and habitat. In connection
with the Unocal Deed Restriction, the Whittier City Manager assured Unocal and TPL in a May
12, 1995 |etter that “the City’sintent is to use this Property only as a future park and open space.
We are further restricted by the requirements of the funding source — County of Los Angeles
Proposition A which also carries such restriction.”®* On August 14, 1997, Whittier entered into a
Property Acquisition and Maintenance Agreement with the Habitat Authority whereby the
Habitat Authority was given power to “maintain, preserve and protect” in perpetuity the Whittier
Hills Property for “public open space and recreational uses on behalf of this generation and the
generations to come.”* The Resource Management Plan (RMP) designated the Chevron Tract
as part of its Core Habitat Zone of areas that were not opened to the public for the sole purpose
of providing “undisturbed breeding habitat for wildlife and native vegetation which is recovering
in the absence of human disturbance.”*® In addition, the RMP has a range of goals designed to

° puente Hills Landfill Native Habitat Preservation Authority. Resource Management Plan. Prepared by L SA
Associates, Inc. 26 July 2007. Available at http://www.habitatauthority.org/newsite/wp-
content/uploads/2012/04/Final-RM P-July-2007.pdf (Resource Management Plan).

%2 County of Los Angeles. Accessed 6 September 2013. Draft Los Angeles County General Plan Conservation/Open
Space Element. Available at: http://planning.lacounty.gov/general plan/maps

®TE, Vol. 3, Exh 2: May 12, 1995 Letter from City of Whittier to Unocal. Page 1, Paragraph 2. AR664.

% TE, Vol. 4, Exh 48: Whittier. Whittier Puente Hills Conservation Authority, and Puente Hills Landfill Native
Habitat Preservation Authority. August 14, 1997 Property Acquisition and Maintenance Agreement (Whittier Hills
Area).

% Resource Management Plan. Section 5.1.2 Core Habitat Zone, Page 72.
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maintain visual resources and aesthetics of the open space, to avoid degradation of use, and to

avoid noise pollution.

Whittier has undertaken and benefited from efforts to rehabilitate the Whittier Hills
Property consistent with the purpose of maintaining it in perpetuity as open space. Whittier
passed a resolution authorizing an application to the District in 1998 for Proposition A funds to
develop trails on the Whittier Hills Property and for restoration and naturalization of the Chevron
Tract.*® In January and February 2008, the County Fire Department contracted for the removal of
several acres of eucalyptus trees on the Whittier Hills Property to reduce fire danger and to allow
the Habitat Authority to help propagate native vegetation in order to restore the hills to their
natural state.”’

C. The Chevron and Unocal Deed Restrictions Were Designed to Preserve the Whittier
Hills Property in Per petuity

As discussed previoudy, the intention to preserve the lands in perpetuity is further
articulated in the purpose of the Chevron Deed Restriction, which restricts 600 acres of the
Chevron Tract to be retained forever in a natural, undevel oped open space condition, for wildlife
habitat restoration purposes and to “to prevent any use of the Conservation Easement Area that
will impair or interfere with the conservation values of the Sale Property.”® Similarly, the
Unocal Deed Restriction limits activities in perpetuity on the Unocal Tract.*®

D. Whittier Hills Property to Be Held in Trust for the Benefit of the Voters and
Property OwnersWho Pay the Proposition A Property Tax Assessment

The Voters were promised that Proposition A would permanently protect and preserve
open space and parks. The Voters authorized an assessment on themselves through Proposition
A to be used to purchase open space lands such as the Whittier Hills Property for the purpose of

% TE, Vol. 4, Exh. 50: 1 October 2001. Whittier Proposition A Contract Executed Amendment.

9 Michael Freeman, Fire Chief. County of Los Angeles Fire Department. 8 January 2008. Approval of Contract for
Eucalyptus Tree Removal Project. Available at:
http://file.lacounty.gov/bc/gl _2008/cmsl_081159.pdf#search="eucalyptus.

% TE, Vol. 4, Exh. 42: Chevron Deed Restriction.
“d.
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open space and habitat and wildlife conservation. The District Engineer’s Report for Proposition
A explained that assessment law provides that the benefit must be related to the land, because it
is the land that must bear the assessment, and articulated nine respects in which this was
expected to occur, among which three are particularly relevant to the acquisition of the Whittier

Hills property:

“4) Increased attractiveness of the District for development or redevelopment as a
result of preservation of mountains, foothills and canyons, and increased public

access to these lands;

5) Improved environmental quality by protecting, restoring, and improving the
District’s irreplaceable beaches, wildlife, park, mountains and open space lands,

and improved public accessto those lands; . . .

8) Improved recreational opportunities and expanded access to recreational
facilities for all properties within the District, through improvements such as

beaches, parks, trails and other public recreational facilities.”*®

Additionally, the Board assured Voters in 1992 that Proposition A would provide the

following benefits to the County and to property owners paying the assessments:

“(a) The increase in, restoration of and enhanced safety of park, open space and
recreation lands and facilities will help maintain sound economic conditions and a
high standard of livability in the District by increasing property values, economic

activity, employment opportunities and tourism throughout the District.

(b) Clean and safe parks will increase public safety, help to reduce crime, increase
the attractiveness of the District as a place in which to live and locate businesses,
and enhance the overal quality of lifein the District.

1% Engineer’ s Report for Proposition A.
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(c) The development, acquisition, improvement, restoration and maintenance of
the public parks, open space, beaches, trails and other public recreational facilities
within the proposed District confer a direct and specific benefit to all parcels
within the District, including without limitation increased attractiveness,
improved environmental quality, enhanced recreational opportunities and
increased economic activity, each of which will result in maintained or enhanced

property values within the District.

(d) The protection of beach, wildlife, park, recreation and natural lands are vital to
the quality of lifein the District, providing important recreational opportunities to
all residents of the District, especialy children and senior citizens, and helping to

protect air and water quality.

(e) It is critical that we restore and improve neighborhood and regiona parks
throughout the District, to improve the overal quality of our communities,
provide safe places for children to play and aternatives to gangs and gang
activities, increase recreation opportunities for senior citizens and provide
pleasant places that all District residents can enjoy for relief from traffic and

urban congestion.

(f) The District's beaches are among its most important natural and economic
resources, attracting millions of visitors every year. The District's mountains,
foothills, and canyons are a vital part of the regions natural heritage and are home

to hundreds of species of native Californian animals and plants.

(g) It isapriority to enhance employment and particularly employment of youth
to help prevent gangs in the District by using funds from this act to employ youth
to work on restoration or rehabilitation projects being carried out in their

communities.” 1%

191 proposition A of 1992, Section 6, Pages 2-3.
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E. Effectsof Setting a Precedent for Development of Lands Acquired with Proposition
A Funds

The precedent for development of lands purchased with public funds that would be
established if the District were to approve the Lease could generate a desire on the part of the
other 155 Acquisition Grant recipients to consider development projects to create revenue.
There are over 800 parcels acquired with Proposition A funds, which comprise nearly 21,000
acres (33 square miles) in Los Angeles County (see Figure 5, Countywide Proposition A
Acquisition Lands and DOGGR Oil Fields).'%

The precedent of approving a Lease that allows oil and gas exploration, processing, and
production on lands intended solely for the purpose of habitat and wildlife conservation would
have a crippling impact on land conservation efforts in Southern California and the public's
willingness to support and fund such efforts. The Project Agreement and Procedural Guide
require that any change of use be subject to prior approval by the District.'® In its consideration
of the Lease, the District must consider the precedent that would be set by allowing the use of
public funds to purchase lands from one developer in the name of conservation, only to be later
sold or leased for purposes that are completely contrary to the conservation purposes for which
the lands were purchased for the express purpose of being used in perpetuity as open space,
wildlife habitat, and ancillary recreation uses. In a June 2012 news article in the Whittier Daily
News about the controversy surrounding the Project, reporter Steve Scauzillo recorded the
opposition of environmental groups including SMMC, OSLDF, and MRCA (who filed lawsuits
challenging the Lease); and the San Gabriel Valley and the Puente-Chino Hills tasks forces of
the Sierra Club, because of the precedent it would establish for “land that was supposed to be
kept in perpetuity” as open space (Joan Licari, San Gabriel Valley task force chairwoman, Sierra
Club).’* In a September 2013 SCPR article, Molly Peterson interviewed activists in the Whittier
Hills Oil Watch group, as they discussed the MRCA settlement and expressed concern that
approval of the Project by the District could make other Proposition A-funded properties

192 pjstrict Acquisitions Database.
183 TE, Vol. 2, Exh. 14: Procedural Guide.

1% TE Vol. 14, Exh.130, AR 3270-72. Scauzillo, Environmental Groups, State Conservancies say Whittier Oil
Project Could Open Other Preservesto Qil Drilling
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vulnerable to development “if drilling is deemed OK on the Whittier land.”*® The Preserve and
the Whittier Hills Property are City/County-designated Protected Areas according to the
California Protected Area Database, which inventories lands protected primarily for open space
uses through fee ownerships,'® and the entirety of the Whittier Hills Property is designated as
Open Space and Park in the Land Use Element of the City of Whittier General Plan (Figure 6,
California Protected Areas and Whittier General Plan Land Use Designations).!”” The
California Protected Areas Database contains data “about lands that are owned and permanently
protected for open space purposes.”'® The Whittier Hills Property has also been designated by
the Whittier Zoning Ordinance® as Open Space for “the delineation of wildlands, wildlife and
wildlife habitat”*'® (Figure 7, City of Whittier Zoning Designations). District approval of the
Lease, thus allowing lands designated as Open Space (Figure 6 and Figure 7) to be developed for
oil and mineral exploration and production, would set a precedent for consideration of
comparable development of other open space lands acquired with public funding throughout the
County (Figure 5). Setting the precedent of allowing development on lands acquired with public
funds would compromise the willingness of the public to support future assessment for open
gpace and wildlife conservation purposes, as reported on KPCC radio commentary, Public
Officials, Activists Await Court Ruling About Oil Drilling in Whittier Hills:

1% peterson, Molly. 30 September 2013. 89.3 KPCC: Southern California Public Radio. Public Officials, Activists
Await Court Ruling About Oil Drilling in Whittier Hills. Available online at: http://www.scpr.org/programs/take-
two/2013/09/30/33957/public-officia s-activists-await-court-ruling-abou/

1% Greeninfo Network. September 2013. “ California Protected Areas Database (CPAD).” Geographic Information
Systems inventory available online at: http://www.calands.org/data

197 and Use Element of the City of Whittier General Plan. Map of general plan land uses available at:
http://mww.cityofwhittier.org/depts/clerk/gismap/default.asp (pdf:
http://mww.cityofwhittier.org/civicax/fil ebank/bl obdl oad.aspx ?bl obi d=3876) .

108 Id

109 Whittier. Whittier Zoning Map. Pdf of land zones available at:
http://www.cityofwhittier.org/civicax/filebank/bl obdl oad.aspx ?bl obid=3879. Main website:
http://www.cityofwhittier.org/depts/clerk/gismap/default.asp

MO \whittier. Title 18: Zoning, Chapter 18.09 OS OPEN SPACE ZONE. Pursuant to (Ord. 2694 § 2 (part), 1996), the
purpose of OSisto delineate wildlands, wildlife, and wildlife habitat. 18.09.010 Purpose. Available online at:
http://library.municode.com/index.aspx?clientl d=16695& statel d=5& stateName=California
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“Davidson and other activists say they’d be reluctant to support any new open-

space tax: evidence of a newfound skepticism that could pose political obstacles

for publicly-funded conservation effortsin the future.” ***

11 peterson, Public Officials, Activists Await Court Ruling About Oil Drilling in Whittier Hills.
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V. Terms of L ease between Whittier and Matrix

A. Whittier Awards L easeto Matrix without District Approval

Contrary to the provisions of Proposition A, the Project Agreement, and the Procedural
Guide, Whittier entered into the Lease granting Matrix’s oil and gas drilling rights on the
Whittier Hills Property in exchange for rental payments, payments to the Habitat Authority, and
royalties paid to Whittier on proceeds from the sale of produced oil and natural gas. The Lease
covers the entire approximately 1,280-acre Whittier Hills Property that was acquired with
Proposition A.™2 Whittier did not conduct any CEQA review of the impacts of the Lease prior to
entering into the Lease. Whittier amended the Lease twice: first on April 21, 2011, and then on
May 8, 2012.*3

Whittier has repeatedly stated that it views the Lease as potentially generating a
substantial long-term income stream for Whittier. The first year rental payment under the Lease
to Whittier is $10.00 per acre (approximately $13,000)."** The rent for the next two years is
$140.00 per acre or approximately $182,000."° The original term of the Lease was for 3 years.
Under the Lease, Whittier will be receiving royalty payments for the oil and gas produced from
the Whittier Hills Property. Matrix will pay 30% on the first $1.5 million royalties plus 1.25% of
100% on each incremental $250,000 in market price, not to exceed 50% in total royalties.*'®
Under the Lease, Matrix will pay the Habitat Authority a monthly management fee of $5000 per
month, to be increased to $7000 per month upon commencement of drilling operations and a
habitat enhancement fee of $100,000 per year, commencing on the date of commencement of

drilling operations.™’

12 TE Vol. 6., Exh. 67: The Lease.

B TE, Vol. 8, Exh. 88: April 12, 2011 Lease Amendment 1: Whittier Main 2008 Mineral Extraction Oil, Gas, and
Mineral Lease. Also TE, Vol. 14, Exh. 120: May 8, 2012 Agenda Report requesting L ease Amendment 2: Whittier
Main 2008 Mineral Extraction Qil, Gas, and Mineral Lease. Also TE, Vol. 14, Exh. 125: May 8, 2012 Executed
Lease Amendment 2: Whittier Main 2008 Minera Extraction Oil, Gas, and Mineral Lease.

H4TE, Vol. 6, Exh. 65: Whittier Agenda Report dated Aug. 26, 2008 re: Whittier Main 2008 Mineral Extraction
Project, AR1203.

51d., AR1204.
Y8 TE, Voal. 6., Exh. 67: The Lease. Section 7: Royalties.
171d.,, Sections 2, 7, 9.
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B. Scope of Allowable Activitiesin the L ease

In considering the Lease, the District must consider all of the rights and entitlements
granted to Matrix for ail drilling operations under the terms of the Lease and the compatibility of
those rights with the preservation of open space required by Whittier's use of the Proposition A
funds. The Lease grants Matrix “the exclusive right of exploring... drilling and operating the
Leased Land (defined as the entire approximately 1,280 acres contained in the Whittier Hills
Property) for oil, gas, other hydrocarbons,... and other commercially valuable substances which
may be produced through wells on the Leased Land.”**® The rights and powers given to Matrix
in the Lease for testing, drilling, construction and support activities for the entire Property are

very broad: 1

J Lease grants Matrix the exclusive right of exploring, drilling and operating on the
Whittier Hills Property for oil, gas, other hydrocarbons, and other commercially

valuable substances that may be produced through wells on the Property.*?°

. Matrix may conduct “continuous operations of drilling” as long as “no more than
180 days lapse in which there are no drilling operations being conducted”

»n121

(Paragraph 4.2) and may drill as many additional wells asit may elect.

. In the event that Lessee has drilled six wells on the Leased Lands, then Lessee
shall have the right to request from Lessor one or more additional drill sites
subject to Lessee applying for and obtaining a Conditional Use Permit therefore.

Whittier may in its sole discretion and for any reason deny or grant Lessee the

right to construct any such additional sites.'??

. The Lease grants Matrix the right to “drill as many additional wells asit may elect
in excess of the number required for the Leased Land to be considered fully

118 Id

119 Id

%%1d., AR1357.

121 1d., AR1358. Sections 4.2: Continuous Operations and 17: Definitions.
2 1d., AR1360.
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drilled.”*® In this regard, the term “fully drilled” means “a sufficient number of
oil and/or gas wells to earn Wells Tracts, as hereinafter defined, to encompass all
of the Leased Land.”***

Matrix was granted a perpetual right to exploit the entirety of the Property (i.e.
beyond the 7 acre pad approved in the current Project) until “fully drilled” subject
only to (1) an approved conditional use permit application by Whittier for
additional drill sites and (2) Whittier's approval of additional well sitesin its sole

discretion.*?®

The Lease sets no definitive term but instead allows Whittier the option “to
purchase all of Lessee' sright, title and interest in this Lease and all wells thereon
and operating equipment and pipeline associated therewith at the fair market
value thereof.”*?® According to this provision, and under the Whittier Charter

Section 418, the term of this L ease may extend beyond 25 years.'*’

The rights granted to Matrix under the Lease exceed the limited Project description
evaluated in the FEIR as the Lease provides Matrix:

“with the exclusive right of exploring, prospecting, mining, drilling, and operating the

Leased Land for ail, gas, other hydrocarbons, associated substances, sulfur, nitrogen,

carbon dioxide, helium and other commercially valuable substances which may be

produced through wells on the Leased Land, similar to the above-mentioned substances

except for water (but not excepting water which may be produced in association with

leased substances which may be used by Lessee in its operations on the Leased Land, but

not sold) and geothermal resources (hereinafter collectively called “substances’) and

123 Id

1241d., Section 17: Definitions.
1251d., AR1358-60; Also TE Vol. 14, Exh. 125, Executed Second Amendment to Matrix Lease. 8 May 2012.

AR3236-37

126 TE, Vol. 6., Exh. 7: The Lease.

27 TE, Voal. 7, Exh. 80: Whittier. City Council of the City of Whittier, Greg Nordback, Cathy Warner, and Bob
Henderson’ s Notice of Demurrer and Demurrer to Plaintiff and Petitioner’s Complaint and Petition for Writ.

AR1607.
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producing, extracting, taking, treating, storing of oil, removing and disposing of such
substances from the Leased Land together with the right to construct, erect, maintain,
operate, use, repair, replace and remove pipelines, telephone, telegraph and power lines,
tanks, machinery, appliances, buildings, and other structures, useful, necessary or proper
for carrying on its operation on the Leased Land, or neighboring lands pooled therewith
for any or al of the above-mentioned purposes. Lessor shall have the right to occupy and
use the Leased Land in any manner and to any extent not inconsistent with Lessee’s right

or in interference with Lessee’ s operations hereunder.” %

In reviewing the proposed Lease, the District should consider all of the rights granted to
Matrix under the Lease and not just the current Project described in the FEIR and CUP. District
approval of the Lease would allow Whittier to dispose of and change the use of the entire

acreage and mineral rights constituting the approximately 1,280 acres.
C. City Approval of Amendment No. 1toLease

On April 12, 2011, Whittier council approved Amendment No. 1 to the Lease, extending
the term of the Lease and amending the terms for rental payments.**® Whittier did not seek, and

did not obtain, permission from the District to amend the Lease.
D. City Approval of Amendment No. 2to Lease

On May 8, 2012, Whittier unilaterally approved Amendment No. 2 to the Lease in an
attempt to eliminate the requirement for District approval, while clearly acknowledging that such

approval powers existed:*®

128 TE, Vol. 6, Exh. 67: The Lease.

2 TE, Vol. 8, Exh. 88: Amendment to Whittier Main 2008 Mineral Extraction Oil, Gas, and Mineral Lease between
City of Whittier and Matrix Oil Corporation and Clayton Williams Energy, Inc. Agreement No. A08-330. 12 April
2011.

0TE, Vol. 14, Exh. 125: Executed Second Amendment to Whittier Main 2008 Mineral Extraction Oil, Gas and
Mineral Lease (TE, Val. 6, Exh. 67). 28 October 2008 agreement between City of Whittier (Lessor) and Matrix Oil
Corporation (25%) and Clayton Williams Energy, Inc. (75%) (Lessee). Also TE, Vol. 14, Exh. 123. Minutes for May
8, 2012 Whittier City Council, Whittier Redevelopment Successor Agency, and Whittier Utility Authority Joint
Meeting. Section 16.A: Matrix Oil Mineral Lease Amendment No. 2.
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“...clearly, this amendment deals with removing an approval requirement that
was handed to the — to the County officials and now it's being removed,
nevertheless... How can you seek approval from people who won't talk to you,
won't identify anybody who will talk to you, and just you go on and on and that’s
an endless process? And that’s been the problem with contacting the District up

until now.” 3t

Whittier amended paragraph 6.6 of the Lease to eliminate the requirement for District
approval for any future wells, or as the minutes of the Whittier City Council meeting state, “to
remove any preconditions for the [ District] to approve the disposition of the property.”**? At the
Whittier Council meeting regarding the Lease Amendment, Whittier received objections from
MRCA and SMMC, and then approved this anendment.*** This Lease Amendment purports to
eliminate the requirement to obtain “a release from protected area status of the oil project portion
of the” Property for both (1) commencement at the oil drilling project and (2) for any additional
drill sites requested by Matrix throughout the entire Whittier Hills Property.** The requirement
to obtain District approval is exactly the obligation Whittier committed to in the Assurances and
Project Agreement as a condition to receiving Proposition A funds. Whittier did not seek, and

did not obtain, permission from the District to agree to Lease Amendment No. 2.

B TE Vol 14, Exh 124: May 8, 2012. Certified Transcript of Proceedings. Reporter Laura D. Guerrero.
Redevelopment Attorney Markman, Page 21 Lines 3-25 and Page 22 Lines 1-4:

2 TE, Vol. 14, Exhs. 123-125, Whittier City Council Meeting Minutes; Certified Transcript of Proceedings;
Executed Second Amendment to Matrix Lease, May 8, 2012, AR3199.

28 TE, Vol. 14, Exh. 122: May 8, 2012. Letter to Whittier City Council from Mountains Recreation & Conservation
Authority, Jeffrey K. Maloney, Staff Counsdl, re: May 8, 2012 City Council Meseting. Also TE, Val. 14, Exh. 123:
Minutes for May 8, 2012 Whittier City Council, Whittier Redevelopment Successor Agency, and Whittier Utility
Authority Joint Meeting. Section 16.A: Matrix Oil Mineral Lease Amendment No. 2. Also TE, Val. 14, Exh. 124:
LauraD. Guerrero, Certified Court Reporter. Reporter’s Transcription of Televised Proceedings for May 8, 2012
Whittier City Council, Whittier Redevelopment Successor Agency, and Whittier Utility Authority Joint Meeting.

B4TE, Vol. 6, Exh. 67: The Lease. Section 6.6: Request for Additional Sites: The Lease originally provided that “in
the event that L essee has drilled six wells on the Leased Lands, then Lessee shall have the right to request from

L essor one or more additional drill sites, subject to Lessee applying for and obtaining a Conditional Use Permit
(“CUP") therefor and obtaining a release of any such additional sites from protected area status from the Los
Angeles County Proposition A District. Lessor may in its sole discretion and for any reason deny or grant Lessee the
right to construct any such additional site.” However, the phrase “and obtaining arel ease of any such additiona sites
from protected area status from the Los Angeles County Proposition A District” was amended out of the Lease on
May 8, 2012. Thus, the Lease grants Matrix unlimited rights to exploit the entirety of the Leased Land until fully
drilled over the next 25 years or more subject only to: (1) Whittier's approval of subsequent Conditional Use Permit
applications, and (2) Whittier’ s approval of additional well sitesin its sole and absolute discretion.
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The Lease originally provided that “in the event that Lessee has drilled six wells on the
Whittier Hills Property, then Lessee shall have the right to request from Lessor one or more
additional drill sites, subject to Lessee applying for and obtaining a CUP, therefore, and
obtaining a release of any such additional sites from protected area status from the Los Angeles
County Proposition A District. Lessor may in its sole discretion and for any reason deny or grant
L essee the right to construct any such additional site.”*®* However, the phrase “and obtaining a
release of any such additional sites from protected area status from the Los Angeles County
Proposition A District” was amended out of the Lease on May 8, 2012, in an attempt to eliminate
the District’s approval right.*®* Asaresult, Matrix can request additional drill sites beyond those
approved in the current CUP subject only to Whittier's approval, at its sole discretion. Indeed,
Lease section 11.5 discusses the possibility of Whittier issuing additional CUPs. The Lease aso
provides Whittier the option, “exercisable within the first 180 days of the twenty-fourth (24th)
year of the Lease if it is till then in effect, exercised by written notice by the Lessor (i.e.,
Whittier) to the Lessee (i.e., Matrix), to purchase all of Lessee’s right, title and interest in this
Lease and all wells thereon and operating equipment and pipeline associated therewith at the fair
market value thereof.”*¥” According to this provision, and under Whittier's Charter Section
418, the term of this lease can extend beyond twenty-five years.®* Thus, the Lease grants
Matrix unlimited rights to exploit the entirety of the Whittier Hills Property until fully drilled
over the next 25 years or more subject only to (1) Whittier's approva of subsequent CUP
applications and (2) Whittier's approval of additiona well sites in its sole and absolute

discretion. Because the District’s right to subsequent approval has been removed from the

5 TE, Vol. 6, Exh. 67: The Lease. Section 6.6: Request for Additional Sites.

136 TE, Vol. 14, Exh. 120: May 8, 2012 Agenda Report requesting L ease Amendment 2: Whittier Main 2008
Mineral Extraction Qil, Gas and Minera Lease. Section 6.6: Request for Additional Sites. Also TE, Val. 14, Exh.
125: May 8, 2012 Executed L ease Amendment 2: Whittier Main 2008 Mineral Extraction Oil, Gas, and Mineral
Lease. Section 6.6: Request for Additional Sites.

187 TE, Vol. 6, Exh. 67: The Lease.

138 « Section 418. Contracts; Restrictions. The city council shall not have the power to make or authorize any contract

or lease or extension thereof for alonger period than twenty-five years unless said contract, lease or extension be
approved by amajority of those qualified electors of the city voting on such question at any election.” City of
Whittier, California. Accessed September 9, 2013. “ Charter of the City of Whittier: Article 1V. City Council.”
Website. Available at: http:/library.municode.com/index.aspx?clientl d=16695& statel d=5& stateName=California

¥ TE, Voal. 7, Exh. 80: City of Whittier, City Council of the City of Whittier. 1 December 2010. Greg Nordback,
Cathy Warner, and Bob Henderson’'s Notice of Demurrer and Demurrer to Plaintiff and Petitioner’s Complaint and
Petition for Writ.
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Lease, the Didtrict, as a Responsible Agency, must consider all rights in the Lease, both
expressly and conditionally granted, in exercising its discretion.**

As characterized in the FEIR, under the terms of the Lease, Matrix is entitled to drill the
entirety of the Whittier Hills Property, with operations 24 hours a day/7 days a week and
monitoring once operational and estimated monthly water use of 39,000 gallons to be reinjected
into the ground below the fresh aquifer.’*! Because the Lease alows drilling throughout the
approximately 1,280 acres, Matrix can apply for additional conditional use permits that would
allow additional drilling wells and associated activities and impacts comparable to what has been
characterized to the FEIR.

E. Whittier EIR Processfor the CUP

Whittier prepared an EIR pursuant to CEQA for its consideration of a CUP for the
Project. In October 2010, Whittier released the Draft EIR for a 60-day public review comment
period. The District provided an extensive letter of comment identifying potential environmental
issues and conflicts with the underlying purpose for which the lands had been purchased.** In
response to comments received on the initial version of the EIR circulated for public review,
Matrix amended the project description to conform to one of the aternatives evaluated in the
Draft EIR. On April 5, 2011, Matrix submitted a revised CUP application to establish a new
project that conformed to the Central Consolidated Site Alternative detailed in the Draft EIR.**®

On June 6, 2011, Whittier published a Notice of Availability of a new Draft EIR for a 45-
day public review comment period.*** After circulating a new EIR for Whittier Oil Field

Development Project, holding public hearings, Whittier prepared a final EIR in October 2011 for

0 TE, Vol. 14, Exh. 125 Executed Second Amendment to Matrix Lease. 8 May 2012.

ML TE, Vol. 9, Exh. 105: Whittier. October 2011.Final Environmental Impact Report, Whittier Main Oil Field
Development Project. Section 2.3.4.2 Project Description, Operations, Paragraph 2, Page 2-46.

142 TE, Vol. 7, Exh. 81: County of Los Angeles Recreation and Open Space District. 6 December 2010. Letter to
City of Whittier, Subject: Comments on Draft EIR.

3 TE, Vol. 8, Exh. 87: Matrix Oil Corporation. 5 April 2011. Matrix Conditional Use Permit Application (Revised)
CUP09-004) submitted to the City of Whittier. Mineral Extraction Qil, Gas, and Mineral.

4 TE, Voal. 8, Exh. 92: City of Whittier. 6 June 2011. Notice of Availability of Draft EIR for Whittier Main Oil
Field Development Project.
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consideration by the Whittier Planning Commission and City Council.**> The District submitted
a letter of comment on the FEIR again, identifying potential environmental issues and conflicts
with the underlying purpose for which the lands had been purchased with Proposition A grant

monies.1*

The FEIR states in two locations that District approval is necessary for the Project and
would be obtained before the Project can move forward. First, in the Description of the
Proposed Project in the Executive Summary, the FEIR states, “The majority of the land
encompassing the oil field was purchased from Chevron and Unocal Corporation by Whittier via
agrant of Proposition A funds. Conditions of this funding require Whittier to obtain the consent
of the Los Angeles County Regional Park and Open Space District (‘the District’) for certain
proposed uses or development of the land for anything other than open space or recreational use.
In order to use the surface within the oilfield area for drilling and pumping, Whittier will be
required to either reimburse the Los Angeles County Proposition A District for the lost acreage

or provide a comparable area of land that can be used for open space.”**

Then, in Section 4.11: Land Use and Policy Consistency Analysis, Policy 4.6 discusses
making every effort to locate possible funds for the acquisition of open space; in consistency
with the analysis of this policy, the FEIR states that “the City’s purchase of the Whittier Main
Oilfield was funded by a grant of Proposition A funds. Conditions of this funding require the
City to obtain the consent of the Los Angeles County Regional Park and Open Space District
(‘the District’) for uses or development of the land for anything other than open space or
recreational use ... the City is required to either reimburse the District for the 7 acres or provide
a comparable area of land that can be used for open space. City staff is in contact with the
District to determine the appropriate approach to comply with this requirement. The proposed
lease includes a provision that the City will not issue a CUP until a release from protected area

status is obtained from the District. Therefore, if issues are resolved with the District, the Project

15 TE, Vols. 9-10, Exh. 105: Whittier. October 2011. Final EIR for Whittier Main Oil Field Development Project.

16 TE, Vol. 12, Exh. 108: County of Los Angeles Recreation and Open Space District. 8 November 2011. Letter to
City of Whittier, Subject: Comments on Final EIR.

1471d., Executive Summary, Page ES-2, Description of Proposed Project, Paragraph 2.
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would be consistent with this policy.”'*® Despite not receiving the District’s approval of the
Lease, the City Council unanimously certified the final EIR and approved the CUP on November
28, 2011.1° Whittier filed a Notice of Determination regarding the Whittier Main Oil Field
Project on November 29, 2011.**°

F. District Rolein Consideration of the L ease
1 Proposition A and Project Agreement

Pursuant to Proposition A and the Project Agreement, the District has express rights to
approve any lease or lease amendment affecting the Whittier Hills Property and to consider the
any proposed change of use of lands acquired with Proposition A funds. These discretionary
approval powers of the District have been repeatedly acknowledged by Whittier, including in its
Proposition A application assurances, the Project Agreement,™ and during the CEQA EIR
process. Indeed, Proposition A’s primary author, Ms. Esther Feldman, also noted in July 2011
that the District's approval is required for the Lease to become operative.™®® The District's
consideration of the Lease must take into account the District’s express purpose to acquire open
space and the effects of the Lease on current and future projects on the District’s open space

preservation mission.

148 1d., Section 4.11, Land Use and Policy Consistency Analysis.

9 TE, Vol. 12, Exh. 110: Resolution of the City Council of the City of Whittier, California, Approving Conditional
Use Permit No. CUP09-004 to Allow the Development and of the Whittier Main Qil Field Project Located on City
Property Owned with the Puente Hills Habitat Preservation Authority Area (Formerly the Whittier Main Oilfield),
Generally Located North of Mar Vista Street and West of Colima Road. 28 November 2011. Also TE, Val. 12, Exh.
111: Certified City of Whittier Resolution No. 8423. 28 November 2011.

B0 TE, Voal. 12, Exh. 112: Notice of Determination regarding Whittier Main Oil Field Development Project. 29
November 2011.

BLTE, Val. 3, Exh. 21: Project Agreement.

132 TE, Vol. 8, Exh. 97: Presentation. July 2011. Review and Evaluation of Proposed Whittier Oil and Gas Project
for Consistency with Proposition A by Community Conservation Solutions and Ester Feldman.
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2. Significant Direct and I ndirect | mpactsto 335 Acresfrom First CUP

The District should consider that, as Judge Chalfant wrote in the Trial Court Decision, the
Project “will substantially interfere with the use of the Whittier Hills [Property] as open space
and wildlife habitat and will result in significant direct and indirect adverse impacts to 335
acrey[.]” (Figure 8, 251-Acre Impact to Whittier Hills Property, shows the 335 acres that will be
impacted if the Project is executed, 251 acres of which are located directly on the Whittier Hills
Property — Lease Area, with 114 acres located along the main Project access road and directly
adjacent to the Whittier Hills Property).™>

The significant direct and indirect adverse impacts from the first CUP under
consideration by Whittier, pursuant to the lease, will eliminate or substantially degrade the
habitat functions and values, and recreation and open space characteristics on approximately 251
acres of the Whittier Hills Property. First, effects on wildlife — including thermal impacts,
hydrological impacts, chemical and material pollutants, sediments, noise impacts, invasion of
roadside species, human access, fire, and sensitive habitats — extend outward for greater than 100
meters from the road edges identified in the Project.” This distance — 100 meters — is
developed from years of empirical data documented in the scientific literature, reflecting the
historically demonstrated conversion of habitat that occurs due to vehicles and people carrying
seeds for weeds that incrementally degrade the habitat along roads and trails, as well as animals
aversion to humans and vehicles which cause them to avoid areas of human use, and general
human impacts (such as increased emissions, leakage from vehicles, increased light at night, soil
disturbance from pedestrian and vehicular traffic, etc.). Sapphos Environmental, Inc. performed
a geospatial impact analysis using Geographic Information System or “GIS’ to determine the
conservative extent of potential impacts from vehicular and equipment noise, light and glare,
odor and dust, ateration or removal of vegetation (and the attendant reduction in habitat
functions and values) to accommodate the project features, and temporary or permanent
interruption of recreational features. The analysis was undertaken in two components: (1) the
construction staging/parking lot and well pad area; and (2) the appurtenant facilities including

33 Trial Court Decision in MRCA Lawsuit, p. 13, fn. 7.

154 Jochimsen, D. M., C. R. Peterson, K. M. Andrews, and J. W. Gibbons. 2004. A Literature Review of the Effects of
Roads on Amphibians and Reptiles and the Measures Used to Minimize Those Effects. Idaho Fish and Game
Department, USDA Forest Service.
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roads within the Preserve. Using the formula for calculating noise attenuation from the source,
the impact zone for anthropogenic was calculated as 151 acres, based on a noise attenuation a
distance of 800 feet from the boundary of the oil production pad and the construction laydown
and parking areas. Using empirical data from the published literature, the impact on biological
resources was calculated as 253 acres, based on a distance of 100 meters from ingress and egress
roadways for the Project site. There is a 69-acre area of overlap between noise attenuation area
from the stationary operational areas of the project and the roadways. After accounting for the
69 acres where the impact areas overlap, there are 335 acres where the habitat would be removed
or degraded as a result of the Project, 251 acres of which would be impacted within the Whittier
Hills Property. The scope of the 335-acre impact area, including the 251 acres impacted on the
Whittier Hills Property, isidentified in Figure 8.

3. Direct and I ndirect | mpacts from Potential Future CUPs

In exercising its discretion under the Project Agreement and Proposition A, and as a
responsible agency, the District must also consider the effects of Matrix’s future rights under the
lease to apply for CUP approva (at Whittier's sole discretion) for additional drill sites
throughout the Whittier Hills Property until it is fully drilled. This is particularly true since
Whittier attempted to act autonomously to remove the District’s right of approval from the
Project and any future expansion of drilling on the Whittier Hills Property. In this regard, any
other drill sites approved within the Whittier Hills Property are expected to produce similar
significant impacts on the dedicated open space areas and wildlife, with the cumulative impacts
being much greater as the number and location of wells increases. If the Lease is executed,
additional projects and CUPs can be approved by Whittier that far exceed those contemplated in
the FEIR and do not require District approval, as aresult of Amendment 2 to the Lease.

The testing, construction, and operation phases of these future drill sites will cause
similar significant impacts to the open space as with the current Project including emissions,
odors, light, noise, biological resources, visual resources, the combined effects of increased
human activity, and increased trucking and heavy equipment traffic. Similar to the current

Project, all these significant impacts are incompatible with the Proposition A intent to preserve
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open space. Whittier could also seek to amend the current CUP to allow additional well sites and

activities.

The District’s consideration of the Lease and Project requires careful scrutiny of the
entirety of the actions allowed under the Lease to ensure that the public trust values that have
been characterized as the public benefits of the assessment authorized by the Voters are retained
as they relate to the Whittier Hills Property. The District’s decision on the Lease will likely
influence the potential for other recipients Proposition A funds to propose activities beyond the

intended use.
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V1. Project Scope and Phases

A. Scope of Allowable Activitiesin the FEIR Project and CUP

Pursuant to the Lease, Matrix applied for a CUP to begin oil and mineral exploration,
development, and operations within the Whittier Hills Property™. The Project, as evaluated in
the FEIR, is the first CUP approved by Whittier pursuant to the Lease without the required
approval by the District. As described in Whittier's FEIR, the first phase of the Project consists
of asingle pad with well cellars, well test stations, an oil processing plant, a gas plant, liquid and
gas separating equipment, an oil-truck loading facility, pipelines, utility poles, and disturbed and
modified areas and roads (including a Los Angeles County Fire Department-mandated fuel
modification zone), located on an approximately 30.6-acre site within the Whittier Hills
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Property.™ Pursuant to the Lease, Matrix can request additional CUPs to expand its operations

to other portions of the Whittier Hills Property.

As described in the FEIR, the total permanent area required for the pad would be
approximately 6.9 acres, plus 6.5 acres of expanded roadways and 6.9 acres along roadways and
around the pads for a fuel modification zone to reduce fire risk around the facility, involving 20
feet of land with drought-tolerant, low-fuel-volume plants around facility pads, 10 feet around
roads, and 100 feet around the office building; up to 8.5 additional acres may be temporarily
disturbed for construction and grading of the site, including parking and staging areas as well as
installation of electrical poles and aboveground water pipelines.™” A 2.5-mile access road (the
North Access Road, leading from the northern end of the Project Site to Penn Street, with 1.2
miles within the Preserve and 1.3 miles within the Landfill boundaries) would be aligned,
stabilized and widened, with 2,320 temporary feet of k-rail installed and 2,900 feet of retaining
wall constructed.™® Approximately 1,800 feet of Catalina Avenue within the Preserve would be

5 TE, Vol. 12, Exh. 110. City of Whittier. 11/28/11. “Resolution No. 8424, a Resolution of the City Council of the
City of Whittier, California, Approving Conditional Use Permit No. CUP09-004 to Allow the Development and
Operation of the Whittier Main Oil Field Project Located on City Owned Land Within the Puente Hills Habitat
Preservation Authority Area (Formerly the Whittier Main Qilfield), Generally Located North of Mar Vista Street
and West of Colima Road”

1% TE, Vols. 9-12, Exh. 105: City of Whittier FEIR. October 2011. Executive Summary: Project Description,
paragraph 1, 2, 5, 6 and Project Description, paragraph 3.

371d., Section 2.3, Proposed Project Phases, paragraph 4.
%8 1d., Executive Summary: Project Description, Section 2.3 Project Phases, Section 2.3.1: Site Access.
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widened to meet LACoFD fuel management zone requirements, 220 feet of new roadway within
the Preserve would be constructed adjacent the Project Site, and 2,000 feet of existing asphalt
road within the Preserve adjacent to the Project site would be realigned, widened, and
improved.™ A 4,100-foot section of the Loop Trail Road may need to be widened to 20 feet to

meet Fire Department requirements, with gravel or road base improvements for fire access.'®
1 Phased | mplementation

Drilling and Testing

Up to three test wells will be drilled to vertical depths between 1,000 and 10,000 feet
using horizontal drilling technology at the Project Site for assessment of the quality and quantity
of oil and gas produced.'®® Each of the three wells is estimated to take up to 30 days to drill, and
once operational, the drilling will be conducted on a continuous schedule of 24 hours per day, 7
days per week.'® The three test wells will be drilled one after another utilizing the same drill rig
and supporting equipment, which will remain on the property for 90 days.'®® Clearing and
leveling of a portion of the Project site will be necessary to accommodate the drilling equipment
(e.g., drilling rig).*** Clearing space for the wells will require bringing clearing equipment to the
site by truck and the actual clearing of each site by 10 people, operating earth moving equipment
for 10 hours per day, 5 days per week, for up to 4 weeks.*®® The drilling of the test wells will
require a large drilling rig approximately 130 feet tall that will drill 24 hours per day for up to
120 days and involve five workers working 10 hour shifts during the testing period.’® Tanker

159 Id
160 Id

181 1d., Executive Summary: Project Description, paragraph 12 and Project Description, Section 2.3.2: Drilling and
Testing Phase 1. Also TE, Vol. 6, Exh. 70. Michael McCaskey, Matrix Qil Corporation. April 5, 2011 CUP
Application to Mr. Jeffrey W. Collier, Assistant City Manager, Whittier Redevelopment Agency: Project
Description. Amendment to CUP 09-004 dated April 24, 2009. Also TE, Vol. 12, Exh. 110. November 28, 2011.
Certified Resolution No. 8424 with Attachments. CUP Conditions of Approval.

162 TE, Vols. 9-12, Exh. 105: City of Whittier FEIR. October 2011. Project Description, Section 2.3.2: Drilling and
Testing Phase 1.

163 |d
184 4.

165 Id
166 Id
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trucks (10,000-gallon capacity) will transport the produced liquid (oil and water) off site through
Catalina Avenue up to six times per day during daylight hours.*®” Accordingly, there are 90 days
of drilling and then as many as 120 days of monitoring while drilling continues.*®® The oil and
water brought to the surface during this time frame will be removed daily by 58-foot tanker
trucks. Up to six truck trips will be made for removal for those crude oil and water removed
during day light hours.*®® Site access will be through the Catalina Avenue Preserve gate at the
north end of Catalina Avenue, which will be accessed from Mar Vista Street; trucks will travel
along Mar Vista Street to Colima Road, where they will reach Highway 60 (north) and Whittier
Boulevard leading to Interstate 605 (south).'”

Design and Constr uction

Phase Il involves construction of well cellars, gas and oil processing equipment
installation, and construction of gas/crude oil transportation facilities* Over 30 months, the
existing landfill road will be stabilized and upgraded; oil and gas processing facilities, including
atruck loading facility, will be constructed; sales gas and crude oil pipelines will be constructed;
and well cellars and associated equipment will be constructed.'”> The constructed facilities are
designed to handle up to a daily maximum production volume of 10,000 barrels of crude oil.*"
The total area required for the well pads, oil and gas production and processing, and truck

loading facilities is approximately 6.9 acres”® During this phase, a 12,000-gallon elevated
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Id., Executive Summary: Project Description, paragraph 8, 9.
188 1d.., Project Description, Section 2.3.2: Drilling and Testing Phase 1.

19 1d. TE, Vol. 8. Exh. 87: Matrix Oil Corporation. April 5, 2011 CUP Application to Mr. Jeffrey W. Collier,
Assistant City Manager, Whittier Redevel opment Agency: Project Description. Amendment to CUP 09-004 dated
April 24, 2009. “A Resolution of the City Council of the City of Whittier, California, Approving Conditional Use
Permit No. CUP09-004 to Allow the Development and Operation of The Whittier Main Oil Field Project Located on
City Owned Land within the Puente Hills Habitat Preservation Authority Area (Formerly the Whittier Main
Qilfield), Generally Located North of Mar Vista Street and West of Colima Road.”

0 TE, Vols. 9-12, Exh. 105: FEIR. Executive Summary: Project Description, Section 2.3 Project Phases, Section
2.3.1: Site Access.

1 1d., Project Description Section 2.3.3: Design and Construction Phase. Also TE, Vol. 12, Exh. 110. November 28,
2011. Certified Resolution No. 8424 with Attachments. CUP Conditions of Approval.

172 TE, Vols. 9-12, Exh. 105: FEIR. Project Description, Section 2.3.2: Drilling and Testing Phase 1. Also TE, Vol.
6, Exh. 70. Michael McCaskey, Matrix. April 5, 2011 CUP Application to Mr. Jeffrey W. Collier, Assistant City
Manager, Whittier Redevel opment Agency: Project Description. Amendment to CUP 09-004 dated April 24, 2009.

3 TE, Vols. 9-12, Exh. 105: FEIR. Project Description, Section 2.3.2: Drilling and Testing Phase 1.

174 Id
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water tank will be provided and located on site to be used to moisten soil during compaction and

for dust suppression.” It is estimated that the earth moving activities will last approximately 6

months.

The FEIR provided a description of the grading that Whittier and Matrix have

characterized as being expected in conjunction with the initial design and construction phase of

the Lease:

Grading the central site during this phase is anticipated to involve 180,000 cubic

yards of soil to be cut.'”®

Following testing for contamination, the clean soil will be trucked to the Savage
Canyon landfill less than 2.5 miles from the Project site.

The construction phase will include oil and gas pipelines to be built under existing
Reserve Roads from this Central Site to Colima Road. The proposed gas pipeline
will be 6 inches in diameter and approximately 1.8 milesin length. The crude oil

pipeline will be 8 inches in diameter and 2.8 miles in total length.

The gas plant to be located at the Central Site will be approximately 1.5 acres in
area. All produced gas from the wells, tanks, and vessels will be sent to the gas
plant via pipeline for removal of liquids and impurities.

The oil processing facility will be located on the Central Site and will be
approximately 3 acres in area'”” This facility will include tanks and vessels for
oil and water separation, air compressors for control purposes, pumps for moving
oil and water, tanks for temporary storage of oil and water and supporting vessels,

and controls and measuring equipment.

Construction of the gas and oil processing facilities will involve grading and
earthwork, concrete pad construction, vessel and tank erection, and piping,

175 Id

176 Section 2.0, Project Description (2.3.3.2 Site Construction, page 2-27), of the FEIR

177 Id
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electrical, controls, and equipment installation. Debris generated by the grading
process such as branches and leaves will be disposed of on the Preserve site. Al
other waste of the construction process including pallets, cardboard boxes,
plastics, and banding materials will be recycled at an appropriate facility, and
other waste will be disposed of in the landfill. It is estimated that up to 80 tons of
this material will be recycled and disposed of during the 30-month construction
phase. Waste from the drilling operations will either be taken to an off-site
recycling center or, if not applicable, then disposed of in a landfill. In addition,
drill cuttings containing soil, sand, crushed rocks, and other material will aso be
disposed of in an appropriate landfill, and Matrix estimates that approximately
660 cubic yards of this material will be generated during the drilling of each well.

During the 30-month construction phase, an average of 40 workers will drive to
the job site and operate vehicles and equipment 5 days per week, and avery large
range of high noise, grading earthwork, and facility construction equipment will
be required.!™ Site access will be through both Catalina Avenue (vehicles
weighing less than 3 tons) and Penn Street through the landfill property and
through the Preserve on the North Access Road (vehicles weighing more than 3
tons); truck routes would follow Penn Street to Painter Avenue, north to Hadley
Street, and west on Hadley to Whittier Avenue.

Oil and gas would be transported by 10,000-gallon capacity tanker trucks through
Catalina Avenue until the North Access Road is completed and then through the
North Access Road until the permanent sales oil pipeline is constructed.*”

Operations and Maintenance

The third, and final, phase will involve the actual drilling and processing activity. This

phase will involve drilling up to 57 additional wells taking up to 30 days per well, with

occasional well workovers and well re-drilling, and the wells and gas and oil facilities will be
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operated and maintained.®®® For each well, there will be the requirement for a drilling rig set up
(as involving the same process as the Testing Phase), tear down, and drilling operations.® This
phase will encompass up to 5 years of drilling for testing and construction purposes done.*® As
many as eight injection wells will be drilled at the Central Site and a drilling rig will utilize

diesel-powered electric generators.’®

Once operational, the ail field and gas field will operate
24/7 and oil field operators will be present 24 hours per day to monitor activity.’®* Monthly
water use is estimated at 39,000 gallons, and this will be re-injected into the ground into several
oil producing sands located below the fresh aquifer to a depth between 1,000 and 10,000 feet.'®
Oil and gas would be transported by pipeline: a new 2.8-mile pipeline will transfer crude oil
from the Project Site to the existing Crimson Pipeline System, where it will be transported to the
ConocoPhillips Refinery in Wilmington (a natural gas sales line will parallel the crude pipeline
under existing roadways through the Preserve to Colima Road, where it will follow the oil
pipeline to the Southern California Gas Company [SCGC] line interconnection at Lambert
Road), and during rare periods when the pipeline system is shut down, crude oil would be
transported in tanker trucks via the North Access Road before being transferred at a nearby
receiving terminal into the Crimson California Pipe System.’® Vehicle traffic for the actua

drilling operations will be the same as for the test wells.*®’

B. Allowable Usesin the Absence of a L ease

Pursuant to Proposition A and the Project Agreement, allowable uses of the Whittier Hills
Property are limited to operations and maintenance activities, which involving restoration and

management of natural areas, management of educational and recreational facilities, and passive

189 1d. Michael McCaskey, Matrix. April 5, 2011 CUP Application to Mr. Jeffrey W. Collier, Assistant City
Manager, Whittier Redevelopment Agency: Project Description. Amendment to CUP 09-004 dated April 24, 2009;
November 28, 2011. Certified Resolution No. 8424 with Attachments. CUP Conditions of Approval.

181 TE, Vols. 9-12, Ex