REPORT OF THE
CHIEF LEGISLATIVE ANALYST

DATE: March 30, 2016

TO: Honorable Members of the Rules, Elections, Intergovernmental Relations, and
Neighborhoods Committee

FROM: Sharon M. Tso_ A »Z;?/\%Qr Council File No.: 15-0002-S142
Chief Legislative Analyst Assignment No.: 16-03-0260

SUBJECT: Resolution (Englander-Wesson) to SUPPORT AB 2756 (Thurmond-Williams)

CLA RECOMMENDATION: Adopt Resolution (Englander-Wesson) to include in the City’s
2015-16 State Legislative Program SUPPORT for AB 2756 (Thurmond-Williams), which would
substantially increase civil penalties for regulatory violations and enhance the Department of
Conservation’s authority to regulate the oil and gas industry.

SUMMARY

The Resolution (Englander-Wesson), introduced on March 23, 2016, states that the Division of
Oil, Gas, and Geothermal Resources (DOGGR) is responsible for regulating the State’s oil and
gas operations. DOGGR 1is also responsible for investigating violations of statutes and
regulations. The Resolution also states that State regulators have issued civil penalties totaling

$75,000 against The Termo Company (Termo) for illegally venting natural gas from an oil well
in the Aliso Canyon Oil Field.

The Resolution also notes that currently pending before the California State Assembly is AB
2756, which addresses oil and gas operations enforcement actions. AB 2756 would authorize the
Oil and Gas Supervisor (Supervisor) to consider several new specified factors when determining
the appropriate civil penalty for violation of certain regulations concerning oil and gas
operations. This bill would also make several changes to the process and procedures for an
informal hearing before the Director of Conservation (Director) and to the discovery rules
governing such hearings. The Resolution seeks City support for AB 2756.

BACKGROUND

On January 23, 2016, NASA’s Jet Propulsion Laboratory and the South Coast Air Quality
Management District (SCAQMD) conducted a flight over the Aliso Canyon natural gas storage
facility to record methane levels for the ongoing Southern California Gas Company natural gas
leak. During this flight, an infrared camera recorded a second leak. Further investigation revealed
the leak was an intentional violation by Termo, an oil and gas company based in Long Beach.
DOGGR determined Termo employees intentionally concealed a pipe unlawfully venting natural
gas from one of its oil wells. Termo illegally vented the natural gas because it was prevented
from injecting it into the Aliso Canyon natural gas storage facility. On March 18, 2016, DOGGR
issued a $75,000 penalty against Termo.

AB 2756

On February 2, 2016, Assembly Members Thurmond and Williams introduced AB 2756 which
amends several provisions of the Public Resources Code. The Chapter in which those sections
are located governs the regulation of oil and gas operations. AB 2756 would:



¢ Amend Section 3236.5 of the Public Resources Code to:

o

O

Allow the Oil and Gas Supervisor (Supervisor), within his or her discretion, to
treat each day a violation occurs as a separate violation.

Establish that for each continuing day of a violation, a minimum of civil penalty
of $10,000 must be imposed.

Establish that when determining the amount of the civil penalty, the Supervisor
may consider:

* The extent of harm or potential harm caused by the violation.

» The degree of culpability of the violator. »

* Any economic benefit to the violator resulting from the violation.

* The violator’s assets, liabilities, and net worth.

» The Supervisor’s prosecution costs.

Grant the Supervisor the authority to permit a violator to construct a supplemental
environmental project in lieu of no more than 50 percent of a total civil penalty
amount. A supplemental environmental project is defined as an environmentally

beneficial project that a person voluntarily agrees to undertake in settlement of an
action.

e Amend Section 3350 of the Public Resources Code to:

O

o

Require that notices of appeal for violations be filed with the Director of
Conservation (Director).

Specify that a notice of appeal will not serve as a stay of the order where testing
work or an order to cease and desist production facility operations has been issued
as an emergency order or where an order has been issued to cease injection
operations. Where an order requires an operator to cease injection operations, the
injection site operator must cease operations as soon as it is safe to do so. "

Specify that where an emergency order for testing or remedial work has been set
aside, recovery would be limited to the cost of the remedial work performed.
Violators may not recover lost profits or increased production costs.

e  Amend Section 3351 of the Public Resources Code to:

@

O

Increase the maximum civil penalty permissible against an operator from $10,000
to $25,000.

Specify that where an operator appeals an emergency order for testing or remedial
work or to cease and desist production facility operations, the Director may
conduct a hearing to determine the reasonableness of the Supervisor’s
determination that an emergency exists.

e Amend Section 3356 of the Public Resources Code to:

O

Permit the Supervisor to apply to the appropriate superior court for a clerk’s
judgment for the civil penalties assessed against an operator. The judgment would
then be fully enforceable by the superior court.



¢ Amend Section 3357 of the Public Resources Code to:

o Permit the Supervisor to apply to the superior court for subpoenas for witnesses to
appear and produce requested records. The superior court would retain
jurisdiction for the purpose of enforcing the subpoenas.

o Authorize the Supervisor or the Director to require an owner or operator to
furnish, under penalty of perjury, technical or monitoring reports. It would be
required that the burden and cost of producing such reports bear a reasonable
relationship to the need for the reports and the benefits to be obtained.

o Require that those portions of the reports which would reveal trade secrets or
other confidential or privileged information be withheld from the public.
However, this information would be available to other public agencies.

o Permit the Supervisor and the Director to inspect the well site or production
facilities to determine whether the owner or operator is complying with the
imposed requirements. The inspection must be performed with consent and where
consent is denied, the inspection may be conducted with a warrant. In emergency
situations, an inspection may be conducted without consent or a warrant.

AB 2756 has been referred to the Assembly Committees on Natural Resources and Judiciary.
The bill will be heard in the Committee on Natural Resources on April 4, 2016. The bill has not
yet been scheduled for hearing in the Committee on Judiciary.

In recent months, the City has taken action related to the regulation of oil and natural gas
operations. On February 26, 2016, the Council voted to support the introduction of SA 1394
(Boxer-Feinstein), an amendment to S.2012, the Energy Policy Modernization Act of 2015. SA
1394 would direct the United States Secretary of Transportation to conduct a federal review of
the causes and responses to the natural gas leak at the Aliso Canyon storage facility.

Further, the City is currently considering support of additional legislation addressing safety
concerns and enforcement regarding natural gas storage operations. Currently pending before the
Energy and Environment Committee is a Motion (Englander-Wesson), introduced on March 22,
2016, addressing Termo’s conduct. The Motion requests that the City ask the SCAQMD to
report to the City Council, any action pending with regard to Termo. The Motion also requests
that the City ask District Attorney Jackie Lacey and Attorney General Kamala Harris to review
Termo’s conduct for possible civil or criminal prosecution.

At the City level, the Fire Department, Police Department, and Emergency Management
Department have been involved in the response to the Aliso Canyon gas leak and would likely be

involved in any response to Termo’s conduct. The Police Department has indicated it does not
have a position on this bill.

Conclusion

If AB 2756 is enacted it would enhance the Oil and Gas Supervisor’s ability to issue greater civil
penalties for intentional violations of certain regulations concerning oil and gas operations and
would strengthen DOGGR’s investigative powers when regulating oil and gas operations.

Departments Notified

Fire Department

Police Department

Emergency Management Department




Bureau of Sanitation

Bill Status.

2/12/16 AB 2756 introduced by Assembly Members Thurmond and Williams.

2/22/16 First read.

3/10/16 AB 2756 referred to the Committees on Natural Resources and Judiciary.

INd) L
nniger Quintanilla
‘Analyst
Attachments: 1. Resolution
2. Text of AB 2756
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RESOLUTION

WHEREAS, any official position of the City of Los Angeles with respect to legislation, rules,
regulations or policies proposed to or pending before a local, state or federal governmental body
or agency must have first been adopted in the form of a Resolution by the City Council with the
concurrence of the Mayor; and

WHEREAS, The Division of Qil, Gas, and Geothermal Resources (DOGGR) is responsible for
regulating the State’s oil and gas operations and investigating potential violations of statute and
regulations; and

WHEREAS, State regulators have issued a $75,000 civil penalty order to The Termo Company
for illegally venting natural gas in the Aliso Canyon field. DOGGR levied $25,000 penalties for
each of three violations, noting that not only did the gas venting appear to be intentional, but also
that the operator tried to hide it; and

WHEREAS, the leak was discovered when the Jet Propulsion Laboratory and South Coast Air
Quality Management District flew over the field on January 23 with a forward looking infrared
(FLIR) camera. Oil and gas division personnel were dispatched to the site to find the source of the
leak. According to State Oil & Gas Supervisor Ken Harris: “Someone clearly made an effort to
conceal the pipe, because even though we knew from aerial readings where it was generally, our
field staff had to search carefully before finding it behind a tree. If it wasn’t for the aerial
surveillance, the illegal discharge could have continued indefinitely.” and

WHEREAS, division inspectors returned on January 28 to find that the operator had removed the
pipeline, which had been connected only to the wellhead, indicating the venting was intentional.
Termo was cited for three violations: unreasonable waste of gas, improper disposal of oil field
waste, and failure to maintain and monitor the production facility; and

WHEREAS, current law caps the penalty amount the Division can assess at $25,000 per
violation.

WHEREAS, Assembly Bill 2756, jointly authored by Assembly Members Tony Thurmond and
Das William, would allow the Division to substantially increase civil penalty amounts for
regulatory violations.

WHEREAS, AB 2756 (Thurmond and Williams would enhance the Department’s authority to
regulate the oil and gas industry and protect public health and the environment. AB 2756 would:

¢ Enhance DOGGR’s penalty authority to ensure that penalties assessed reflect the severity
of the violation and serve as an adequate deterrent to violations.

o For most violations related to oil and gas production, existing law limits penalties
to a maximum of $25,000 per violation and limits the types of factors that can be
considered in determining the total amount of a civil penalty. This can preclude
DOGGR from issuing civil penalties that reflect the gravity of a violation and
that serve as an adequate deterrent to irresponsible operators.

Allow up/{o half of penalty revenue to be spent on environmentally beneficial projects in
communities impacted by oil and gas development.
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o Under this proposal, communities impacted by oil and gas activities will directly
benefit from enforcement actions. These projects could involve the removal of
deserted oil and gas facilities, the establishment of parks, soil or water
remediation, air pollution mitigation, and others.

e Authorize DOGGR to immediately shut-in injection projects that pose a risk to
groundwater.

o However, oil and gas operators will retain critical due process rights and cost
recovery if it is found that DOGGR inappropriately issued the order to cease
injection,

¢ Strengthen DOGGR’s investigative authorities to collect information about proposed and
ongoing oil and gas projects, and secure witness testimony during investigative hearings.

o This proposal would allow DOGGR to issue “investigative orders” to collect data
about oil and gas operations. This will enable DOGGR to collect information
about elements of oil and gas projects that could impact water quality, cause air
pollution, or put the public at risk from oil spills or gas leaks. The State Water
Resources Control Board issues similar orders when collecting data.

o The bill would clarify that DOGGR’s legal staff can issue subpoenas when
conducting an investigation related to a disputed violation. This will ensure that
parties with knowledge relevant to alleged violations will participate in
administrative hearings.

NOW, THEREFORE, BE IT RESOLVED, with the concurrence of the Mayor, that by the
adoption of this Resolution, the City of Los Angeles hereby includes in its 2016- 2017 State
Legislative Program SUPPORT for AB 2756 (Thurmond and Williams), that will: Enhance
DOGGR’s penalty authority to ensure that penalties assessed reflect the severity of the violation
and serve as an adequate deterrent to violations; Allow up to half of penalty revenue to be spent
on environmentally beneficial projects in impacted communities; Authorize DOGGR to
immediately shut-in injection projects that pose a risk to groundwater; And strengthen DOGGR’s
investigative authorities to collect information about proposed and ongoing oil and gas projects,
and secure witness testimony during investigative hearings.

PRESENTED Bﬁéa\/

MITCHELL ENGWANDER
Councilmember, Tfelfth District

SECONDED BY}:,//'Q;/ AM
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CALIFORNIA LEGISLATURE—2015—16 REGULAR SESSION

ASSEMBLY BILL No. 2756

Introduced by Assembly Members Thurmond and Williams

February 19, 2016

An act to amend Sections 3236.5, 3350, 3351, 3352, 3356, and 3357
of the Public Resources Code, relating to oil and gas.

LEGISLATIVE COUNSEL’S DIGEST

AB 2756, as introduced, Thurmond. Oil and gas operations:
enforcement actions.

(1) Under existing law, the Division of Oil, Gas, and Geothermal
Resources in the Department of Conservation regulates the drilling,
operation, maintenance, and abandonment of oil and gas wells in the
state. Existing law provides that a person who violates certain
requirements related to the regulation of oil and gas is subject to a civil
penalty not to exceed $25,000 for each violation. Existing law requires
the Oil and Gas Supervisor to consider specified circumstances when
establishing the amount of the civil penalty.

This bill instead would authorize the supervisor to consider specified
circumstances when establishing the amount of the civil penalty. The
bill would authorize the supervisor, in his or her discretion, to treat each
day a violation continues or is not cured as a separate violation. The
bill would authorize the supervisor to allow a supplemental
environmental project, as defined, in lieu of a portion of the civil penalty
amount, not to exceed 50% of the civil penalty amount, as specified.

(2) Existing law establishes procedures for an operator of a well or
production facility to appeal to the Director of Conservation from an
order of the supervisor or a district deputy. Existing law requires a
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notice of appeal to be filed with supervisor or with the district deputy
who issued the order.

This bill would make numerous changes to the appeal process and
procedures. The bill would, among other things, require the notice of
appeal to be filed with the director, revise exceptions for when the notice
of appeal operates as a stay of the order, revise what costs will be
refunded if an emergency order is set aside or modified on appeal, and
revise the circumstances in which appeals are to be heard in a formal
hearing process before an administrative law judge, instead of in an
informal hearing before the director.

This bill would make numerous changes to the process and procedures
for an informal hearing before the director. The bill would, among other
things, authorize the director to extend the date of the hearing for good
cause upon his or her own motion, remove the authorization for the
hearing to be electronically recorded by either party, revise the timeline
in which the director is required to grant or deny a petition to order the
testimony of a witness at the hearing, and provide that obtaining
subpoenas may be considered good cause to extend the date of the
hearing.

(3) Existing law sets forth numerous provisions governing discovery
in the context of an informal hearing before the director. Existing law
authorizes the supervisor or the director, upon application to a judge of
the superior court of the county within which the proceeding or
investigation is pending, to obtain a subpoena compelling the attendance
of witnesses and the production of records, surveys, documents, books,
or accounts at such places as the judge may designate within the limits
prescribed in these provisions.

This bill would make numerous changes to these discovery provisions.
The bill would, among other things, require a judge of the superior
court, upon application by the supervisor or director, to assign a case
number for the proceeding or investigation, to issue an order prescribing
the nature and scope of the proceeding or investigation, and to retain
jurisdiction for the limited purpose of enforcing subpoenas issued in
the proceeding or investigation; authorize the attorney of record for the
supervisor or director, upon the assigning of a case number, to issue
subpoenas compelling the attendance of witnesses and the production
of records, surveys, documents, books, or accounts for certain pending
proceeding or investigation in the manner specified; authorize the
supervisor or director, or his or her inspector, to inspect the well site or
production facilities of any owner or operator to ascertain whether the
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owner or operator is complying with the certain requirements; authorize
the supervisor or director to require any owner or operator to furnish,
under penalty of perjury, technical or monitoring reports that the
supervisor or director require; and prohibit the division and the
department from making available to the public for inspection portions
of a report that might disclose trade secrets, well data granted
confidential status, or other confidential or privileged information, when
requested by the owner or operator furnishing the report. Because the
bill would expand the crime of perjury, it would impose a state-mandated
local program.

(4) Existing law provides if the operator does not appeal an order,
seek judicial review of a decision affirming or modifying an order within
the time provided in law, or if the court has affirmed the decision, then
any charge, including penalty and interest, that the decision permits the
supervisor to impose constitutes a state tax lien against the real and
personal property of the operator.

This bill additionally would include any civil penalties imposed by
the supervisor for violations of certain requirements related to the
regulation of oil and gas in these provisions. The bill would authorize
the supervisor to apply to the appropriate superior court for a clerk’s
judgment, in addition to the state tax lien, and would provide provisions
related to obtaining the clerk’s judgment.

(5) The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Statutory provisions establish procedures for making that reimbursement.

This bill would provide that no reimbursement is required by this act
for a specified reason.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: yes.

The people of the State of California do enact as follows:

SECTION 1. Section 3236.5 of the Public Resources Code is
amended to read:

3236.5. (a) A person who violates this chapter or a regulation
implementing this chapter is subject to a civil penalty not to exceed
twenty-five thousand dollars ($25,000) for each violation.-A-person
who-eommits Af the supervisor’s discretion, each day a violation
continues or is not cured may be treated as a separate violation.
For each day a violation of Article 3 (commencing with Section

O ONW R W
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3150)-1s-subjeetto-a continues or is not cured, the civil penalty-of
amount shall not be less than ten thousand dollars($1+6,006)-and

vietation: (310,000). An act of God and an act of vandalism beyond
the reasonable control of the operator shall not be considered a
violation. The civil penalty shall be imposed by an order of the
supervisor pursuant to Section 3225 upon a determination that a
violation has been committed by the person charged. The
imposition of a civil penalty under this section shall be in addition
to any other penalty provided by law for the violation. When
establishing the amount of the civil penalty pursuant to this section,
the supervisor-shalt may consider, in addition to other relevant
circumstances, all of the following:

(1) The extent of harm or potential harm caused by the violation.

(2) The persistence of the violation.

(3) The pervasiveness of the violation.

(4) The number of prior violations by the same violator.

(5) The degree of culpability of the violator.

(6) Any economic benefit to the violator resulting from the
violation.

(7) The violator’s assets, liabilities, and net worth.

(8) The supervisor’s prosecution costs.

(b) An order of the supervisor imposing a civil penalty shall be
reviewable pursuant to Article 6 (commencing with Section 3350).
When the order of the supervisor has become final and the penalty
has not been paid, the supervisor may apply to the appropriate
superior court for an order directing payment of the civil penalty.
The supervisor may also seek from the court an order directing
that production from the well or use of the production facility that
is the subject of the civil penalty order be discontinued until the
violation has been remedied to the satisfaction of the supervisor
and the civil penalty has been paid.

(c) The supervisor may allow a supplemental environmental
project in lieu of a portion of the civil penalty amount. The
supplemental environmental project may not be more than 50
percent of the total civil penalty amount. Any amount collected
under this section that is not allocated for a supplemental
environmental project shall be deposited in the Oil, Gas, and
Geothermal Administrative Fund.
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(d) “Supplemental environmental project” means an
environmentally beneficial project that a person, subject to an
order of the supervisor imposing a civil penalty, voluntarily agrees
to undertake in settlement of the action and to offset a portion of
a civil penalty.

SEC. 2. Section 3350 of the Public Resources Code is amended
to read:

3350. (a) The operator of a well or a production facility to
whom the supervisor or district deputy has issued an order pursuant
to this chapter may file a notice of appeal-to-the-direetor from that
order. The notice of appeal shall be in writing and shall be filed
with the-supervisororwith-the-distrtet-deput ortssued-thcorder:
director. The operator shall file the appeal within 10 days of the
service of the order, or within 10 days of the posting of a copy of
an order made pursuant to Section 3308. Failure of the operator
to file an appeal from the order within the 10-day period shall be
a waiver by the operator of its rights to challenge the order. If the
order, other than an order made pursuant to Section 3308, is served
by mail, the time for responding shall be determined as provided
in Section 1013 of the Code of Civil Procedure.

(b) (1) The filing of a written notice of appeal shall operate as
a stay of the order, except when an order for festing or remedial
work or an order to cease and desist production facility operations
is issued as an emergency order pursuant to Section-3226: 3226,
or when the order is to cease injection operations. If the order is
an order to cease injection operations, then the operator shall
cease injection as soon as it is safe to do so. If the order is an
emergency order, the operator shall immediately cease and desist
the specified production facility operations and shall perform
whatever work is required by the order to alleviate the emergency
or shall permit the agents appointed by the supervisor to perform
that work. .

(2) If-the an emergency order for testing or remedial work is
set aside or modified on appeal, the supervisor shall refund the
reasonable costs incurred by the operator for whatever work is not
required by the set-aside or modified order or shall not impose
costs for work performed by the supervisor or the supervisor’s
agents if the work is excluded from the modified order or the order
is set aside. Only the costs of remedial work performed shall be

W
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refunded, and there shall be no reimbursement for lost profits or
increased production costs.

(3) (A) The costs to be refunded pursuant to paragraph (2) by
the supervisor shall be determined in a hearing before the director
after the exhaustion of appeals. The operator shall have the burden
of proving the amount of costs to be refunded.

(B) A determination by the director as to the amount of costs
to be refunded pursuant to paragraph (2) may be appealed by the
operator pursuant to subdivision (a) of Section 3354.

(4) If the operator believes that it will be irretrievably injured
by the performance of the work required to alleviate the emergency
pending the outcome of the appeal, the operator may seek an order
from the appropriate superior court restraining the enforcement of
the order pending the outcome of the appeal.

SEC. 3. Section 3351 of the Public Resources Code is amended
to read:

3351. (a) A hearing shall be provided in accordance with
Chapter 5 (commencing with Section 11500) of Part 1 of Division
3 of Title 2 of the Government Code only in an appeal from an
order in the following circumstances:

(1) Issued pursuant to a Section 3237 finding that the operator’s
wells are deserted and should be plugged and abandoned.

(2) Imposing civil penalties totaling more than-ten twenty-five
thousand dollars-$3168;600): ($25,000).

(3) Rescinding an entire injection project approval for a project
that has already commenced.

(4) Imposing a life-of-well bond or a life-of-production facility
bond.

(b) An order issued pursuant to Section 3225 shall satisfy the
requirementof substantive requirements of an accusation pursuant
to Section 11503 of the Government Code-that-an-aceusattonrbe
fited: and may be filed when scheduling a formal hearing in
accordance with this chapter and Chapter 5 (commencing with
Section 11500) of Part 1 of Division 3 of Title 2 of the Government
Code. All applicable formal hearing deadlines do not commence
until a formal hearing is scheduled. When scheduling a formal
hearing after an appeal from an order under this chapter, the
supervisor is not required to send a Notice of Defense statement
and the operator is not required to request a hearing.
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(c) Foranappeal of an order that is not described in subdivision
(a), a hearing shall be conducted by the director in accordance with
Sections 3352 and 3353.

(d) For an appeal of an order that is described in subdivision
(a) and is also an emergency order for festing or remedial work or
to cease and desist production facility operations, a hearing shall
be conducted by the director in accordance with Sections 3352
limited purpose of considering the-emergeney

reasonableness of the supervisor’s determination that an
emergency exists. All other penalties and requirements imposed
by the order shall be considered at a hearing provided in accordance
with Chapter 5 (commencing with Section 11500) of Part 1 of
Division 3 of Title 2 of the Government Code.

SEC. 4. Section 3352 of the Public Resources Code is amended
to read:

3352. (a) A hearing conducted by the director shall adhere to
the following:

(1) When an order is not issued as an emergency order, within
30 days from the date of the service of the notice of appeal, the
director shall provide to the operator notice of the time and place
of the hearing. The hearing shall take place within 30 days after
the date of the director’s notice. The notice shall inform the
operator that the director may extend the date of the hearing for
up to 60 days for good cause upon Ais or her own motion, or an
application of the operator or the supervisor.

(2) When an order has been issued as an emergency order, within
10 days from the date of the service of the notice of appeal, the
director shall provide to the operator notice of the time and place
of the hearing. The hearing shall take place within 20 days after
the date of the director’s notice. The notice shall inform the
operator that the director may extend the date of the hearing for
up to 30 days for good cause upon kis or her own motion, or an
application of the operator or the supervisor.

(b) The director shall conduct the hearing within the district
where the majority of the wells or production facilities that are the
subject of the order are located, or the hearing may be conducted
at a location outside of that district upon application of the operator.
The hearing shall be reported by a stenographic-reporter-and-may;
iraddition; be-cleetrontealty-reeorded-by-—citherparty: reporter.
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(c) The notice of hearing shall inform the operator of its right
to file a written answer to the charges no later than 10 days before
the date of the hearing. The notice also shall inform the operator
that it has the right to present oral and documentary evidence at
the hearing.

(d) Upon a verified and timely petition of the operator, the
director may order the testimony of a witness at the hearing. The
petition shall be served upon the director and the other party within
five days after the filing of an appeal and shall set forth the name
and address of the witness whose testimony is requested, to the
extent known; a showing of the materiality of the testimony; and
a showing that the witness cannot be compelled to testify absent
an order of the director. The supervisor may file an opposition to
the petition within five days after the petition is served. The director
shall either deny or grant the petition within 10 days after receipt
of the—;aeﬁtiﬁﬁ—&ndfeeeWﬂ’rg—&nyﬁp}mﬁeﬂ—te—t-he petition. Upon
granting a petition, the director shall issue a subpoena pursuant to
Section 3357 compelling the testimony of the witness at the
hearing. Obtaining subpoenas may be considered good cause to
extend the date of the hearing under paragraph (1) or (2) of
subdivision (a).

(e) The director may convert a hearing pursuant to this section
to a formal hearing conducted in accordance with Chapter 5
(commencing with Section 11500) of Part 1 of Division 3 of Title
2 of the Government Code in any of the following circumstances:

(1) The operator makes a showing satisfactory to the director
that the order being appealed is likely to result in termination of
an established oil or gas producing or injection operation.

(2) It appears to the director that the hearing will involve
complex evidentiary or procedural issues that will cause more than
minimal delay or burdens.

(3) The operator and the supervisor agree and stipulate to convert
the hearing to a formal hearing.

(f) The conversion of a hearing pursuant to this section to a
formal hearing shall be conducted in accordance with Article 15
(commencing with Section 11470.10) of Chapter 4.5 of Part 1 of
Division 3 of Title 2 of the Government Code. If a hearing for an
appeal of an emergency order is converted to a formal hearing,
the supervisor shall endeavor to schedule and notice a formal
emergency hearing as soon as reasonably possible and,
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notwithstanding Section 11517 of the Government Code, the
director shall only have 30 days from receipt of the administrative
law judge's proposed emergency hearing decision to act as
prescribed in subparagraphs (A) to (E), inclusive, of paragraph
(2) of subdivision (c) of Section 11517 of the Government Code.

SEC.5. Section 3356 of the Public Resources Code is amended
to read:

3356. (a) If the operator does not appeal an order, if the
operator does not timely seek judicial review of a decision
affirming or modifying an order within the time provided in Section
3354, or if the operator has timely sought and obtained judicial
review and the court has affirmed the decision, then any charge,
including penalty and interest, that the decision permits the
supervisor to impose on the operator for work performed by the
supervisor or the supervisor’s agents, and any civil penalties
imposed under Section 3236.5 shall constitute a state tax lien
against the real and personal property of the operator pursuant to
Section 3423.

(b) In addition to a state tax lien, the supervisor may apply to
the appropriate superior court for a clerk’s judgment. The
application, which shall include a certified copy of the final agency
order or decision, shall constitute a sufficient showing to warrant
the issuance of the judgment. The court clerk shall enter the
Jjudgment immediately in conformity with the application. The
Jjudgment so entered shall have the same force and effect as, and
shall be subject to all the provisions of law relating to, a judgment
in a civil action, and may be enforced in the same manner as any
other judgment of the court. The court shall make enforcement of
the judgment a priority.

SEC. 6. Section 3357 of the Public Resources Code is amended
to read:

3357. (a) In any proceeding before the director, and in any
proceeding instituted by the supervisor for the purpose of enforcing
or carrying out the provisions of this division, or for the purpose
of holding an investigation to ascertain the condition of any well
or wells complained of, or which in the opinion of the supervisor
may reasonably be presumed to be improperly located, drilled,
operated, maintained, or conducted, the supervisor and the director
shall have the power to administer oaths and may apply to a judge
of the superior court of the county in which the proceeding or
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investigation is pending for-a-subpoena subpoenas for witnesses
to attend the proceeding or investigation. Upon the application of
the supervisor or the director, the judge of the superior court shall
assign a case number for the proceeding or investigation, shall
issue an order prescribing the nature and scope of the proceeding
or investigation, and shall retain jurisdiction for the limited
purpose of enforcing subpoenas issued in the proceeding or
investigation. Upon the assigning of a case number, the attorney
of record for the supervisor or director may issue-a-subpeena
subpoenas directing-the-witness witnesses to attend the proceeding
or investigation, and-suehpersen those persons shall be required
to produce, when directed, all records, surveys, documents, books,
or accounts in the witness’ custody or under the witness’ control;
except that no person shall be required to attend upon-sueh the
proceeding unless the person resides within the same county or
within 100 miles of the place of attendance. The attorney of record
for the supervisor or the director may in-sueh that case cause the
depositions of witnesses residing within or without the state to be
taken in the manner prescribed by law for like depositions in civil
actions in superior courts of this state under Title 4 (commencing
with Sectlon 2016. 010) of Part 4 of the Code of C1V1l Procedure

obtaina-subpoena may issue subpoenas compelhng the attendance
of witnesses and the production of records, surveys, documents,
books, or accounts at-sueh designated places-as-the-judge-may
designate within the limits prescribed in this section.

(b) (1) In conducting a proceeding or investigation specified
in subdivision (a), the supervisor or director may require an owner
or operator to furnish, under penalty of perjury, technical or
monitoring reports that the supervisor or director requires. The
burden, including costs, of any report shall bear a reasonable
relationship to the need for the report and the benefits to be
obtained from the report. In requiring a report, the supervisor or
director shall explain in writing to the owner or operator the need
for the report, and shall identify the evidence that supports
requiring that owner or operator to provide the report.

(2) When requested by the owner or operator furnishing the
report, neither the division nor the department shall make available
to the public for inspection portions of a report that might disclose
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trade secrets, well data granted confidential status pursuant to
Section 3234, or other confidential or privileged information. The
division or department shall make that confidential or privileged
information available to other public agencies as needed for
regulatory purposes and in accordance with a written agreement
with the other public agency regarding the sharing of the
information.

(¢) In conducting a proceeding or investigation pursuant to
subdivision (a), the supervisor or director; or his or her inspector,
may inspect the well site or production facilities of any owner or
operator to ascertain whether the owner or operator is complying
with the requirements of or authorized by this division. The
inspection shall be made with the consent of the owner or operator
or, if consent is withheld, with a warrant duly issued pursuant to
the procedure set forth in Title 13 (commencing with Section
1822.50) of Part 3 of the Code of Civil Procedure. In the event of
an emergency affecting the public health or safety, an inspection
may be performed without consent or a warrant. This subdivision
is in addition to any other inspection authority granted or
authorized by this division.

(d) As used in this section, “evidence” means any relevant
evidence on which responsible persons are accustomed to rely in
the conduct of serious affairs, regardless of the existence of any
common law or statutory rule that might make improper the
admission of the evidence over objection in a civil action.

SEC. 7. No reimbursement is required by this act pursuant to
Section 6 of Article XIIIB of the California Constitution because
the only costs that may be incurred by a local agency or school
district will be incurred because this act creates a new crime or
infraction, eliminates a crime or infraction, or changes the penalty
for a crime or infraction, within the meaning of Section 17556 of
the Government Code, or changes the definition of a crime within
the meaning of Section 6 of Article XIIIB of the California
Constitution.
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