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CLIFFORD & BROWN ;

A Professional Corporation By: Jessica Ray, Deputy
Attorneys at Law

1430 Truxtun Avenue, Suite 900

Bakersfield, CA 93301

(661) 322-6023

Attorneys for Plaintiff and Petitioner,
Eagle Petroleum, LLC

SUPERIOR COURT OF THE STATE OF CALIFORNIA
' COUNTY OF MONTEREY

EAGLE PETROLEUM, LLC, a Delaware
Limited Liability Company,

Case No. 17CV000935

)
)
) VERIFIED PETITION FOR WRIT OF

Plaintiff and Petitioner, ) MANDATE AND COMPLAINT FOR
_ ) DECLARATORY RELIEF AND
vs. ) DAMAGES

)
COUNTY OF MONTEREY, a municipal )
corporation; and DOES 1 through 25, inclusive, )

)

)

)

Defendants and Respondents,

Plaintiff and Petitioner EAGLE PETROLEUM, LLC (hereafter “Eagle”) alleges as

follows:
I

INTRODUCTION
1. This action challenges the initiative adopted in the County of Monterey, formally
titted “Initiative to Prohibit Fracking and Qil and Natural Gas Well Stimulation Treatments, Prohibit
Oil and Natural Gas Wastewater Injection and Impoundment, and Limit New Oil and Natural Gas
Operations in Unincorporated Monterey County” (“Measure Z”). Eagle is informed and believes that
Measure Z, which purported to amend the Monterey County General Plan, Monterey County Local
Coastal Program, and Fort Ord Master Plan, (hereafter the “Plan Amendments”} was passed by the

I
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voters of Monterey County on November 8, 2016 to be effective as a matter of law on Deccmber 23,
2016.

2. Eagle is informed and believes and upon that basis alleges that notwithstanding the
intended effective date of Measure Z, on December 14, 2016 the Superior Court of California for the
County of Monterey entered orders in two actions pending in the Monterey County Supetior Court,
entitled CHEVRON U.8.A,, INC., et g/. vs. COUNTY OF MONTEREY, et al. — Monterey County
Superior Court Case Number 16-CV-003978 (hereafter the “CHEVRON LAWSUIT”); and AERA
ENERGY, LLC, efc. vs. COUNTY OF MONTEREY, ef al. — Monterey County Superior Court Case
Number 16-CV-003980 (hereafter the “AERA LAWSUIT”) staying the effective date for Measure Z

until further order of the court, or until 180 days after the .County of Monterey notifies the
Plaintiffs/Petitioners and the Court in the CHEVRON LAWSUIT and the AERA LAWSUIT with
written noticé of the County of Monterey’s election to terminate the stay, unless on proper motion of
any affected party, the Court finds that a temporary restraining order or preliminary injunction should
issue enjoining implementation and enforcement of Measure Z.

3. In its Petition for Writ of Mandamus, Eagle seeks a writ of mandate compelling the
County of Monterey to vacate and rescind the Plan Amendments imposed by Measure Z because
they are preempted by federal and state law, and are arbitrary, irrational, vague and discretionary.

4, In the Complaint for Declaratory Relief and Damages, Eagle seeks declaratory relief
and damages on the grounds that:

a. Eagle has a vested right to continue its operations at the Lynch Canyon Oil

Field, located in the southcastern portion of, and within the jurisdiction of s
Monterey County (the “Lynch Canyon Oil Field”), which may not be
abridged absent due process and a finding of nuisance or payment of
adequate compensation.

b The adoption of Measure Z is a temporary and permanent taking of

Eagle’s vested private property rights for public use without prior

compensation in violation of Article I, section 19 of the Califorhia

2
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Constitution and the Takings Clause of the Fifth Amendment of the United
States Constitution, as incorporated by the Fourteenth Amendment.

c. The adoption of Measure Z violates Eagle’s right to substantive due
process under Article I, section 7 of the California Constitution and the
Fourteenth Amendment of the United States Constitution. Measure Z
infringes Eagle’s property rights in an arbitrary, irrational, and
discretionary manner, which is not related to any legitimate governmental

- purpose. L

5. In pursuing this action, which involves enforcement of important rights affecting the
public interest, Eagle will confer a substantial benefit on the general public, citizens of Monterey
County and the State of California, and therefore willlbe entitled to attorneys' fees and costs pursuant
to, inter alia, Code of Civil Procedure section 1021.5. In addition, Eagle will be entitled to recover -
attorneys’ fees and costs as part of its claim for inverse condemnation pursuant to, inter alia, Code of
Civil Procedure section 1036.

11
PARTIES

5. Plaintiff and Petitioner, Eagle, is a Delaware Limited Liability Company that is
authorized to conduct business in the State of California, and does business in the County of
Monterey, Califofnia. Eagle owns certain leasehold interests in, and currently acts as the sole
operator of the Lynch Cé.nyon 0il Field, Whicii is affected by Measure Z. Aé such, Eagle hasa °
beneficial interest in the issuance of the writ of mandamus and complaint sought herein.

6. Eagle is informed and believes and upon that basis aﬂeges that Defendant and
Respondent County of Monterey (hereafter the “County”) is a general law county formed pursuant to
Article XI, section 1 of the Constitution of the State of California and organized pursuant to
California Government Code sections 23000, et seq. The Lynch Canyon Oil Field lies within the
boundaries of the unincorporated portion of the County. |

7. Eagle is unaware of the true names and/or capacities of Deféndants Van_d Respondents

DOES 1 through 25, inclusive, and therefore sues said Defendants and Reépondents by such

CLIFFORD & BROWN
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fictitious names. Eagle will amend this pleading to insert the true names and/or capacities of DOES 1
through 25, inclusive, when the same have been ascertained. Eagle is informed and believes and
upon that basis alleges that each such fictitiously named Respondent and Defendant is, in some
manner or for some reason, responsible for the damage caused or threatened to be caused to Eagle
and is subject to the relief being sought in this pleading, |
I
JURISDICTION AND VENUE

16.  This Court has jurisdiction pursuant to Article I, section 19 of the California
Constitution, and Célifornia Code of Civil Procedure sections 1060, 1085 and 1094.5,

17.  Eagle has brought a facial challenge to the enactment of Measure Z, and are excused
from exhausting any administrative remedy before the County.

18.  Noclaim is requiréd to be filed to maintain an inverse condemnation claim against a
public entity pursuant to California Government Code section 905.1.

19. Venue is proper in this Court because the Lynch Canyon Oil Field is located in
Monterey County, Defendant County is a public éntity located in Monterey County, and the
violations of Plaintiffs’ rights occurred in Monterey County.

| IV
FACTUAL ALLEGATIONS

A. History of Development and Current Investment and Operating Costs

20.  The Lynch Canyon Qil Field consists of an approximately 1.25 square mile (800 acre)
parcel of land located in the southeastern portion of the unincorporated portion of Monterey County
approximately three miles northeast of the San Ardo Oil Field, which is the subject of the
CHEVRON LAWSUIT and the AERA LAWSUIT. .

21, Development of the Lynch Canyon Oil Field dates back to March 21, 1951 when the
Texas Company (“Texaco™) sought and obtained from the County Planning Commission of the
County of Monterey a Use Permit in accordance with Section 32 of Monterey County Ordinance No.
568 to develop the properties comprising the Lynch Canyon Oil Field for oil and gas, including the

construction of oil and gas well derricks, tanks, boilers and other necessary equipment and to

CLIFFORD & BROWN
A Profesdonalwr Corporation
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maintain and/or construct thereon the necessary facilities for complete oil field operations, (the “Use

Permit,”) which was granted by unanimous vote of the Monterey County Planning Commission
pursuant to Resolution No. 942 on April 30, 1951.

22.  The Lynch Canyon Oil Field was discovered in 1962 when Moriqui Exploration
Company completed the Lanigan 172 well, which produced a 9° API oil with a reported viscosity of
approximately 9,000 centipoises at the reservoir temperature of 104°F. Three additional wells were
completed in 1962, but the extremely high viscosity of the oil prevented effective pumping.

23.  Texaco thereafter drilled ten additional wélls and attempted to improve the field's
productivity by installing electric bottom hole heaters and later with cyclic steam stimulation. These
efforts increased well rates to 25 — 40 BOPD, but the field remained uneconomic at then prevailing
oil prices and Texaco quit-claimed the property in 1968 after producing 111,000 barrels of oil.

24.  General Crude acquired the property in 1972 in order to develop and produce the field
utilizing thermal recovery methods and in 1977 a technical proposal was submitted to the
Department of Energy for the use of thermal drive processes. The DOE and Mobil Oil & General
Crude Oil Company entered into a contract to demonstrate applicability of these processes. Field
testing of the technology began in 1978, however the technologies did not provide commercial
production and the test was terminated aﬁd the field shut in in 1979,

25, Trio Petroleum, Inc. acquired the leases comprising the Lynch Canyon Oil Field in or
about 2004 and initiated the use of horizontal well technology which proved to provide recoveries
which made investment attractive. Approximately 34 additional wells were drilled in the Lynch
Canyon Oil Field between 2005 and 2015. Eagle currently operates the Lynch Canyon Oil Field on
behalf of itself, Trio Petroleum and other investors.

26. The cuﬁent subsurface development of the Lynch Canyon Oil Field consists of 4
steam flood injection wells, 30 producing and cyclic steam wells, 2 produced water disposal wells, 4
temperature observation wells, and 3 idle wells with utility as producers or observation wells for the
steam flood.

27.  The surface development for the Lynch Canyon Oil Field consists of two facilities

with separators, tanks, pumps, water softening, water treating, and steam generation. The most recent

CLIFFORD & BROWN
A Prefessionaty Corparation

1430 Truxtun Ave,, Ste, 900
Bakersfleld, CA $3301
{661) 322-6023

5

VERIFIED PETITION FOR WRIT OF MANDATE AND COMPLAINT FOR DECLARATORY RELIEF AND DAMAGES




- - . . e P e

[\ [\ [\ b [N o] (] ‘ & — — — ot — — — — a— —
~1 & [¥]] W NN = O W oo =~ N tn P W N =D

28

CLIFFORD & BROWN
A Professionalw Corporation

1430 Truxtun Ave., Ste. 300

Bakersfielt, CA 93301
(661) 332-6033

-development phase was initiated in about 2005 and remains ongoing with future plans for an

additional steam generator and expansion of the steam flood.

28. - Current oil production from the Lynch Canyon Oil Field averages about 700 barrels of
oil per day. The original oil in place is estimated at 15 million barrels of which slightly less than 2
million barrels have been produced. The current devélopment plans include the addition of a further
steam generator and are expected to enable recover of 3 million additional barrels. Infill drilling of
additional horizontal wells and additional heat targets are expected to bring about the recovery of 6
million additional barrels of oil, Eagle anticipates that as many as 100 or more wells may be required
to fully develop the resource and to recover the available oil reserves,

29,  Eagle’s operations within the Lynch Canyon Oil Field also depend to a large extent on

the ability to properly dispose of water contained within the oil bearing formations that is produced

along with the crude oil. At the present time, the oil producing operations within the Lynch Canyon

Oil Field produce between 15 and 25 barrels of water for each barrel of oil produced.

30.  Under existing federal and state statutes and regulations adopted pursuant the Safe
Drinking Water Act (42 U.8.C., § 300 (f), et seq.) the United States government recognized and
established a prbcess for the individual states to apply for authority to regulate injections wells
within their borders through a process known as “Primacy.”.

31.  California applied for Primacy and pursuant to a Memorandum of Agreement entered
into on or about September 28 and 29, 1982, the Division of 01, Gas and Geothermal Resources
(hereafter “DOGGR”) of the California Department of -Conservations Geothermal was granted
Primacy in regulating the drilling, management, operation and use of underground injection wells
described as Class II Injections wells within California.

31, Pursuant to the its Primacy, DOGGR in cooperation with the California State Water
Resources Control Board and under the supervision of the U.S. Environmental Protection Agency
have adopted and implemented additional statutes and regulations for the purpose of determining
aquifer exemptions.

32.  Acting under the requirements imposed by the Safe Drinking Water Act and state

statutes and regulations enacted as part of the Aquifer Exemption Process, Eagle and its predecessors

6
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“have invested substantial time, resources and money in preparing the technical documents, and

making the applications necessary to obtain the aquifer exemptions it needs to continue its oil and
gas operations in the Lynch Canyon Oil Field.

33, Inconducting its operations in the Lynch Canyon Oil Field, Eagle utilizes and
employs companies and individuals located in Monterey County to provide services and materials,
and incurs current operating costs totaling approximately $5.5 million per year.

34,  The development costs incurred by Eagle and its predecessors up until the present
time have been over $20 million for wells, over $15 million for facilities, and over $35 million in
operating costs.

35.  Eagle anticipates additional capital investments in 2017 of approximately $1 million,
and future investments for the wells and facilities needed to fully develop and recover the oil and gas
reserves are expécted to be as much as $75 million,

36.  Eagle paid approximately $500,000 in Property Taxes to the County during the 2016
property tax year at the then low average oil price of $30 per barrel. '

B. County’s Adoption of Measure Z

37.  Measure Z is a ballot initiative that was submitted to the Monterey County Registrar
of Voters in February 2016. '

38. After certification of the signatures supporting the initiéﬁve, the Registrar submitted
Measure Z to the County Board of Supervisors in June 2016. In June 2016, the Board voted to place
the initiative on the November 8, 2016 ballot as Measure Z.

39.  OnNovember 8, 2016, Measure Z passed with roughly 56% of the vote. The
Monterey County registrat of voters certified the vote on December 2, 2016. Eagle is informed and
believes and upon that basis alleges that, pursuant to section 9122 of the California Elections Code,
the vote was declared final and Measure Z was adopted by the County Board of Supervisors on
December 13, 2016. Measure Z was set to take effect ten days following this certification, on
December 23, 2016, which effective date has now beén temporarily stayed by the court through
orders entered in the CHEVRON LAWSUIT and the AERA LAWSUIT.

7
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40.  Measure Z includes a provision that permits a party to seek an exemption from the
Measure on the grounds that it constitutes an unconstitutional taking. Eagle intends to submit an
application for a full exemption from the Board of Supervisors and will amend the Petition and
Complaint to include additional claims regarding the validity and constitutionality of the law as it is
applied to Eagle in the event that the Board of Supervisors issues an adverse determination.

41.  Although Proponents of Measure Z advertised the measure as a ban on hydraulic
fracturing (/.e., “fracking,” which is a well stimulation treatment to enhance oil recovery that is not
gcnérally used by oil and gas operators in Monterey County and not by Eagle),' Measure Z’s impacts
are much broader than a ban on hydraulic fracturing. Measure 7, amends the Monterey County
General Plan, local coastal Land Use Plans, and the Fort Ord Master Plan to prohibit (1) any and all
land uses in support of 0i1 and gas well stimulation treatments even though substantially identical
land uses that do not support oil and gas well stimulation treatments are not prohibited; (2) land uses
in support of oil and gas wastewater injection and impoundment, even though substantially identical
land uses that do not support oil and gas wastewater injection and impoundment are not prohibited;
and (3) the drilling of new oil and gas wells, even though the driiling of other types of wells is not
prohibited. ‘

1. Prohibition on Land Uses Supporting Well Stimulation Treatments

42. Measure Z prohibits “[t]he development, construction, installation, or use of any
facility, appurtenance, or above-ground equipment, whether tempotary or permanent, mobile or
fixed, accessory or principal, in support of well stimulation treatments.” “Well stimulation
treatments” are defined as “any treatment of a well designed to enhance oil and gas production or
recovery by increasing the permeability of the formation.” “Well stimulation treatments” include
hydraulic fracturing treatments and acid well stimulation treatments but specifically exclude steam
flooding, water flooding, cyclic steaming, and routine well maintenance activities.

2. Prohibition oﬁ Land Uses Supporting Wastewater Injection and Impoundment

43.  Measure Z prohibits “[t]he development, construction, installation, or use of any
facility, appurtenance, or above-ground equipment, whether temporary or permanent, mobile or

fixed, accessory or principal, in support of oil and gas wastewater injection or oil and gas wastewater

8
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1{| impoundment.” This prohibition is subject to a five-year phase-out period. Nonconforming uses are

2| to be discontinued within five years of the date on which Measure Z becomes effective pursuant to

3|| state law. However, otherwise prohibited operations may be extended on a case-by-case basis if the
4[| County Planning Commission determines that (a) the applicant had a vested right to operate using

3 || wastewater injection/impoundment when Measure Z became effective and (b) five years is not a

6] reasonable amortization period based on a s'howing of substantial evidence. Any extension cannot

7|| exceed 10 years and the total phase-out period cannot exceed 15 years. An extension will only be

8|| granted “for the minimum length of time necessary to provide a reasonable amortization period

91| pursuant to state law.”
10 3 Prohibition on Drilling New Oil and Gas Wells
11 44,  Measure Z generally prohibits “[t]he drilling of new oil and gas wells.” “Oil and gas
12| wells” are defined as “wells drilled for the purpose of exploring for, recovering, or aiding in the |
13| recovery of, oil and gas.” Given the typical decline in oil production and the corresponding increase
14]| in water production exhibited by oil wells over time, it is estimated that the prohibition on drilling
15)( new oil and gas wells will, by itself, result in an annual decline in oil production from the Lynch
16| Canyon Oil Field at a rate of at least 10% per year. This will cause Eagle’s oil production to decrease
1711 by roughly 27,000 barrels of oil in the first year alone. Because Eagle is no longer permitted to drill
18| new oil and gas wells, it will be unable to restore production as it declines and will thereby be unable
19|! to continue the development necessary to recover the remaining recoverable reserves at the Lynch
20| Canyon Oil Field. )
21| ¢, County is Preembted from Interfering with the Drilling, Development and Operaition of
2 Oil and Gas Wells and Related Activities
23 45.  Measure Z enters and expressly and impliedly contradicts an area fully occupied by
24| comprehensive state and federal laws regulating oil drilling operations, underground injection,
25 produbed water impoundment, and well stimulation, Measure Z is thereby preempted and void.
26 46.  The California Legislature has expressly delegated to DOGGR the authority to
27|| “supervise the drilling, operation, maintenance, and abandonment of wells.” (Pub. Resources Code, §
28| 3106, subd. (a).) In exercising this power, the California Legislature has directed that DOGGR must
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“permit the owners or operators of the wells to utilize all methods and practices known to the oil
industry for the purpose of increasing the ultimate récovery of underground hydrocarbons and which,

in the opinion of the supervisor, are suitable for this purpose in each proposed case.” (Id., subd. (b).)

‘The California Legislature also stated that to “further the elimination of waste by increasing the

recovery of underground hydrocarbons, it is hereby declared as a policy of the state that the grant in
an oil and gas lease . .. to explore for and remove all hydrocarbons from any lands in the state . . . is
deemed to allow the lessee . . . [to] inject]] air, gas, water or other fluids in productive strata [and to]
appl[y] pressure heat or other means for the reduction of viscosity of the hydrocarbons.” ({bid.) The
California Legislature has underscored its intent by obligating DOGGR “to encourage the wise
development of oil and gas resources.” (/d,, subd. (d).)

47.  Through contracts with the owners and lessees of certain mineral rights within the
Lynch Canyon Oil Filed, Eagle has been granted the right to explore for, drill, develop, extract,
remove and sell all hydrocarbons and other valuable minerals located within the leased areas of the
Lynch Canyon Qil Field. Under the 1951 Use Permit, Eagle has authority and permission from the
County to develop the properties comprising the Lynch Canyon Oil Field for oil and gas, including
the construction of oil and gas well derricks, tanks, boilers and other necessary equipment and to
maintain and/or construct thereon the necessary facilities for complete oil field operations with the
Lynch Canyon Oil Field.

48, Meésure Z seeks to regulate oil and gas production operations by circumscribing
whether and how Eagle may conduct those operations through the entire County, including the Lynch
Canyon Qil Field.

49,  DOGGR has been exclusively empowered to regulate operations of oil fields,
including approval and operation of new wells in existing fields. DOGGR has established a
comprehensive system of re guiations governing the operation of new wells. Measure Z directly
contradicts this detailed system of permitting and approvals. Measure Z’s prohibition on drilling any
new wells in existing oil fields prevents Eagle from drilling new wells needed to fully develop

Eagle’s oil, gas and mineral resources, and to combat natural declines in production and to facilitate

10
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the use of steam injection—all of which are activities within the scope of DOGGR’s regulatory
authority. (Pub. Resources Code, § 3106, subd. (b).)

50.  Measure Z's prohibition on “land uses” that support hydraulic fractﬁring activities,
well stimulation activities and wastewater injection and impoundment, rather than the activities
thémselvés, is pretextual. There is no legitimate distinction between the “land uses” prohibited by
Measure Z and “land uses™ that support activities that would continue to be authorized by the

County. Thus, the prohibition on “land uses” is a prohibition on the underlying activities themselves,

the regulation of which is preempted by federal and state law.

51.  DOGGR has been exclusively empowered to regulate ﬁnderground injection pursuant
to a delegation of Primacy by the U.S. Environmental Protection Agency under the federal Safe
Drinking Water Act. (See 40 CF.R. § 147.250.) DOGGR has extensive regulations under its
Underground Injection Control program, including the requirement that prior to any subsurface
injection or disposal, an operator must obtain approval from DOGGR. (Cal. Code Regs., tit. 14, §
1724.6.) ‘

52. By prohibiting the underground injection of steam to enhance oil recovery and
produced water for disposal (despite Eagle’s possession of approved injection permits from
DOGGRY), Measure Z secks to interfere with and contradict federal and state Iaw,lwhich delegated
exclusive enforcement authority for regulating such activities throughout California to DOGGR.
Measure Z is preempted by the federal and state laws, statutes and regulations that delegate authority
for supervising such activities to DOGGR. '

53.  The provisions of Measure Z that phase out produced water impoundment also
intrude on an area of law exclusively within the purview of the California State Water Resources
Control Board (“State Board”) and its authorized regional boards. (Cal. Water Code, §§ 13260, _
13300 & 13301.) As shown by State Board Resolution No. 92-49, the regulation of waste discharges
was delegated to state authorities “to achieve a unified and effective water quality control program in
the state.” More specifically, produced water impoundments are permitted only when the regional
board determines the discharge Wili not adversely affect the surrounding waters. To that end, the

Legislature adopted Senate Bill 83 in 2015, which requires the state board to prepare a status report
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every six months on the regulation of oil field produced water impoundments. By attempting to
prohibit water impoundments specifically permitted by state authorities, Measure Z directly
contradicts and undermines compfehensive state regulations on produced water impoundment.

54.  The provisions of Measure Z that target and prohibit the use of surface equipment
including combustion engines also intrudes on an area of law exclusively within the purview of the
California Environmental Protection Agency Air Resources Board (“CARB”) and its district offices
pursuant to Title 13, California Code of Regulations, Division 3, and Title 17, California Code of
Regulations, Divisions 3, which regulate anc‘i.allow the construction, use and operation of emission
sources subject to a plan of regulation that is non-discriminatory with respect to the industry for
which the emission source is used. '

55.  Measure Z is also pfeempted by Senate Bill 4 (Chapter 313, Statutes of 2013) (“SB
4). SB 4 explicitly directed DOGGR to promulgate extensive regulations governing well

stimulation treatments in California. These regulations went into effect on July 1, 2015.

D. Eagle Has a Vested Right to Continue Drilling and Development in the Lynch Canyon
Qil Field

56.  Eagle or its predecessors have operated a lawful oil drilling business continuously at
the Lynch Canyon Oil Field since a.pproximatcly 2004.

57.  The Lynch Canyon Oil Field is zoned for “Permanent Grazing” and Monterey County
allows for the exploration for and removal of oil and gas within this zoning classification subject to a
use permit, (Monterey County Code § 21.34.050, subd. (EE).) Eagle currently operates pursuant to a
use permit issued for the Lynch Canyon Oil Field on April, 30, 1951, which allows the holder to
“drill for and/or remove oil, gas, or other hydrocarbon substances” in an area covered by maps
attached thereto.

58.  Eagle has vested rights under the 1951 Use Permit to drill for and remove oil from the
Lynch Canyon Oil Field. Such a vested right prevents the County from prohibiting activities
authorized by the Use Permit on the basis of later changes to its land use laws, _

59.  Measure Z would have the effect not only of shutting down a business that has

muMly benefited the County for nearly seven decades, but also of terminating the right to produce
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oil—an extraordinarily valuable resource that reduces the need for California to rely on foreign oil
resources. _

60.  To the extent that Eagle’s 1951 Use Permit could be deemed inconsistent and
subordinate to the amendments to Monterey County’s General PIan_added by Measure Z (which it
should not), Eagle’s operations must be deemed a legal nonconforming use. “Any use of land, |
structure or land and structure which was legally established but is nonconforming to subsequently
adopted land use regulations is a legal nonconforming use.” (Monterey County Code § 21.68.010.)

61.  Eagle has clearly exhibited an intent to continue to drill new wells and utilize steam
flooding within all of its leased areas within the Lynch Canyon Oil Field. The continued
development of these areas is a progression of the extractive activity into all areas of the property.
The County is thereby prevented from prohibiting activities by Eagle to extract all oil from its
pmperfy within the Lynch Canyon Oil Field authorized by the 1951 use permit on the basis of later
changes in its land use laws.

E. Measure Z Constitutes a Taking. of Private Property Without Prior Compensation

62.  The County is required to pay just compensation for the implementation of Measure Z
because it is a regulatory taking under the United States and California Cbnstitutions. The federal
and state Constitutions prohibit the government from takiﬁg ptivate property “without just
compensation.” (U.S. Const., 5th & 14th Amendments; Cal. Const. art. I, § 19.)

63.  The County must pay just compensation for a taking that is the result of a ballot
measure adopted by voters, .

64.  The mere enactment of Measure Z constitutes a taking because, by itself; it has the
effect of substantially impairing Eagle’s property rights and substantially eliminating the value of the
Lynch Canyon Oil Field, if Measure Z is allowed to remain in effect. _

65.  The County maj not deprive Eagle of the beneficial or productive use of the Lynch
Canyon Oil Field without just compensation. In enacting the Measure, the County violated Article 1,
section 19 of the California Constitution and the Fifth Amendment of the U.S. Constitution, as
incorporated in and made applicable to the States by and through the Foil_rteenth Amendment, which |

prohibits the taking or damaging of private property for public use without prior, just compensation.
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66.  The provisions of Measure Z will directly and indirectly prevent the continued
operation of the existing oil and gas wells at the Lynch Canyon Oil Field after a period of five years
by preventing the injection of steam necessary to produce the oil, and by preventing the

impoundment and reinjection of produced water into approved and exempt aquifers. Truncating the

 life span of the oil field dramatically reduces its economic value. Measure Z also immediately

prohibits drilling new wells, If the County prevents the drilling of additional wells, the yield from the
current wells will continually decrease until oil and gas production at the Lynch Canyon Oil Field
will no longer be economically viable. As such, the County’s actions will have the direct result of
substantially diminishing Eagle’s reasonable investment-backed expectations in the Lynch Canyon
Oil Field. |

67.  To date, Eagle has not received any compensation from the County on account of the |
above taking of, or damage to, the property rights within the Lynch Canyon Oil Field as a result of
Measure Z. The County failed to ascertain the just compensation due to Eagle prior to

implementation of Measure Z.

1. Measure Z Eliminates All Economically Beneficial or Productive Use of the

Lynch Canyon Oil Field
68. Measure Z eliminates all economically beneficial or productive use by Eagle of the

Lynch Canyon Oil Field. Because Measure Z prohibits (1) land uses in support of wastewater
injection and impoundment; and (2) drilling new wells, Measure Z substantially eliminates any
opportunity to conduct cil and gas operations within the Lynch Canyon Oil Field. The effect of this
Measure is to deny Eagle all economically viable use of the property.

69. Measure Z’s prohibition on wastewater inj.ection and impoundment will result in the
cessation of all oil and gas operations currently in place, as Eagle’s operations rely entirely on these
operations. Eagle currently uses cyclic steam injection operations involving the use of repeated
cycles of injecting of steam fo reduce viscosity and enhance oil flow, followed by a period of
production in which the injected fluids are recovered along with produced oil, and are thereafter
converted back to steam and reinjected, which activities are prohibited under Measure Z’s

prohibition of the injection of produced water. Eagle also uses the underground injection of produced
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water into exempt aquifers which have either been approved, or are in the process of obtaihing
approval from DOGGR, the State Board and the United States Environmental Protection Agency,
which is similarly prohibited under Measure Z. The Measure provides that these uses are subject to a
“phase-out” period, which is between five and fifteen years. Fven with the phase-out peﬁod, the
impending prohibition will prevent any investment of capital and resources into the Lynch Canyon
il Field necessary to fully develop and extract the current recoverable oil in place. Even assuming
that injection and impoundment activities can continue for fifteen years from the effective date of
Measure Z, this truncated lifespan of the field is inadequate to justify the level of capital investment
necessary to maintain the Lynch Canyon Oil Field. Further, the ban on new wells truncates the
lifespan of the field. Under Measure Z, Eagle may only operate its existing wells during the phase-
out period. Eagle’s 6pcrations and investment in the Lynch Canyon Oil Field depends on drilling
new wells as the older oil wells become less productive. Without the addition of new wells, Eagle
will not be able to operate the Lynch Canyon Oil Field at its previous capacity.

70.  The Lynch Canyon Oil Field has been used exclusively as an oil field since the first
permit was issued in 1962. Because Eagle leases only mineral rights within the Lynch Canyon Oil
Field, Eagle will be irreparably harmed because its only rights to the properties comprising the Lynch
Canyon 0Oil Field are for the extraction of minerals beneath the surface. Eagle’s leasehc;ld rights and
its limited rights to use the surface 6f the land to suppoi’t its oil and gas opcraﬁons are entirely
dependent on Eagle’s ability t;} continue conducting its drilling, exploration and production
activities. If Eagle is unable to produce the oil, gas and mineral resources, it will lose its interests in
the Lynch Canyon Oil Field. Measure Z extinguishes Eagle’s rights to the properties comprising the
Lynch Canyon Oil Field.

71, Eagle’s operations at the Lynch Canyon Qil Field exist for the purpose of extracting
oil. Eagles’ property interest at the Lynch Canyon Oil Field is a leasehold interest to extract oil.,
Thus, Measure Z effectively eliminates Eagle’s property interest.

W
W
W
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2, Measure Z Interferes with Eagle’s Distinct Investment-Backed Expectations

72. . Measure Z’s prohibition on all wastewater injection and impoundment will result in
the prohibitioﬁ of all current oil and gas operations at the Lynch Canyon Qil Field. This will result in
a complete loss of tl'_Le current economic uses of the Lynch Canyon OQil Field.

73.  Measure Z’s provision regarding the “phase-out” period for wastewater injection and
impoundment is an unreasonable amortization period. Measure Z states that all non-conforming uses
must be phased out within five to fifteen years. This amount of time is unreasonable, as it interferes
with Eagle’s investment-backed expectations that the oil field would remain in operation until Eagle |
and its co-participants extracted all oil from its property pursuant to their leasehold interests and their
existing operational-permits.

74.  Measure Z will result in the unwarranted denial of use permit and drilling permit
applications, which will prevent Eagle from being able to continue drilling wells. Add{tional wells
are essep_tial for Eagle to maintain a viable level of extraction of oil and gas from the Lynch Canyon
Oil Field: | '

75. Additioﬁal wells are needed to access remaining oil reserves within the Lynch Canyon
Oil Field. Without the ability to drill such wells, oil reserves will be lost forever, along with any
profit that Eagle could make from its investment in said wells,

76.  The continued operations and additional drilling at the Lynch Canyon Oil Field is not
inherently dangerous, and does not cause harm or a nuisance to local communities.

77.  Ramifications to the entire community will be felt as a result of the interference with
Eagle’s operations at the Lynch Canyon Qil Field..For instance,.local comniunity services will also .
lose substantial amounts of tax revenue generated as a result of oil operations at the Lynch Canyon
Oil Field. The Lynch Canyon Oil Field also provides a substantial numbers of jobs in the County and
suppotts many local businesses. By curtailing all oil and gas operations within the County,' Measure
Z would devastate the income stream to the local government entities and would remove a core part

of the economy in Monterey County.
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78. The economic value of the Lynch Caﬁyon 0il Field haé diminished substantially as a
result of the prohibitions and the regulations imposed by Measure Z. The diminution in value caused
by Measure Z has essentially appropriated the property for public use.

79.  Measure Z has interfered with Eagle’s reasonable and distinct investment-backed
expectations. Eagle has a vested right in continued drilling activities at the Lynch Canyon Qil Fieid.
Eagle’s only purpose in its presence at the Lynch Canyon Oil Field is the extraction of oil, which has
been eliminated as a result of Measure Z. '

80.  Measure Z has the effect of destroying Eagle’s ability to continue the existing and
traditional use of the Lynch Canyon Oil Field, which has been the drilling and extraction of oil and

gas. Therefore, the Measure has interfered with Eagles’ “primary expectations.”

3. Measure Z Prevents Eagle from Obtaining a Reasonable Return on Its
Investment in the Property

81.  Measure Z does not allow Eagle to obtain a reasonable profit from or obtain a

reasonable return on its investments in the Lynch Canyon (Oil Field.

82.  Measure Z provides no benefits or rights to Eagle that could mitigate the financial

burdens that it imposes. The enactment of Measure Z makes it impossible for Eagle to profitably

. engage in its business, or to obtain value from its mineral leasehold interests.

83. Measure Z’s provisions regarding the “phase-out” period for wastewater injection and
impoundment provide an unteasonable amortization period. Measure Z states that all nonconforming
uses must be phased out within five to fifteen years. This amount of time is unreasonable, as Eagle
cannot obtain a reasonable return on its investments in the Lynch Canyon Oil Field within that
amount of time.

84.  Measure Z prevents Eagle from putting the Lynch Canyon Oil Field to its highest and
best use. The continued extraction of oil from the Lynch Canyon Oil Field serves a high societal
need in that it reduces national dependence on foreign oil; increases the supply of oil and gas in the
Southern California region; avoids the increased cost and pollution resulting from the overseas

import of oil and gas for domestic consumption; and provides economic benefits to industries and
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employees in the region who are invblved in the extraction, transportation, refining, and processing
of the oil and gas extracted from the Lynch Canyon Oil Field.

85.  Measure Z has the effect of extinguishing a fundamental attribute of Eagle’s property -
rights in the Lynch Canyon Oil Field. The right to drill additional wells and to conduct injection,
impoundment and stimulation actii/ities, as necessary, is a critical and fundamental attribute of
ownership in these lands, in particular to the mineral rights owned by Eagle.

F. Eagle Has Been Deprived of .Due'Process

86. Measure Z constitutes a violation of Eagles’ substantive due process rights.
87. Under the California Constitution, a person may not be deprived of life, liberty, or
property without due process of law. (Cal. Const., art. I, § 7, subd. (a).) Similarly, the federal

Constitution prdvides that “no State shall ... deprive any person of life, liberty, or property, without

" due process of law.” (U.S. Const., amend. XV, § 1.) The federal provision guarantees certain

substantive rights in addition to due process.

88. Measure Z is arbitrary and unreasonable and has no substantial relation to the public
health, safety, morals, or general welfare,

89. Measure Z infringes Eagle’s p;:operty rights in an arbitrary and irrational manner by
effectively prohibiting all oil and gas 6perations within Monterey County, despite successful
operations at the Lynch Canyon Oil Field for more than 12 years.

90. There is no legitimate interest in eliminating oil and gas operations, Measure Z
contains no statement of why such operations will no longer be permitted in Monterey County. There
is no legitimate interest in entirely eliminating an industry that is already rcl:gulated and permitted by
various govermhent entities.

91. The stated purpose of Measure Z is to “protect Monterey County’s water, agricultural
lands, air quélity, scenic vistas, and quality of life”, but Measure Z makes no showing of how any oil
extraction operations have compromised or damagéd or might in the future compromise or damage
the County’s “water, agricultural lands, air quality, scenic vistas, and quality of life.”

92. Measure Z is also unconstitutionally vague. Measure Z fails to give a person of

ordinary intelligence fair notice that his contemplated conduct is prohibited under the law. Measure
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Z will result in arbitrary and discriminatory enforcement because it lacks explicit standards to those
who apply them,

93. For example, Measure Z does not define what wells would be considered “new”,
thereby justifying arBitrary and discriminatory enforcement as to whether the prohibition on new
wells includes the expansion of wells already in place. Meésure Z likewise does not define what
wells would be considered “abandoned”, thereby justifying arbitrary and discriminatory enforcement
as to whether the prohibition includes wells that have been idled.

o4, As another example, Measure Z’s definitions of “oil and gas wastewater injection”,
“oil and gas wastewater impoundment”, and “oil and gas wastewater” are vague because they dd not
reasonably identify which operations, uses and activities are prohibited within the County.

\4
FIRST CAUSE OF ACTION
(For Petition for Writ of Mandate Under Code of Civil Procedure
Section 1085 or Alternatively under Section 1094.5)

95.  Eagle realleges and incorporates herein by reference Paragraphs 1 through 94 above.

96.. Eagle seeks a wﬁt of mandate pursuant to Code of Civil Procedure Section 1085, or
alternatively Section 1094.5. The adoption of Measure Z is preempted because the County is
preempted from intruding upon the state’s exclusive jurisdiction over certain parts of oil and gas
rcguiations.

 97.  The State of California, through DOGGR, has exclusive jurisdiction over the drilling,

operation, maintenance, and abandonment of wells. Measure Z seeks to regulate oil production
operations by circumscribing how Eagle may conduct those operations through the entire County,
including the Lynch Canyon Oil Fieid.

98.  Measure Z’s ban on the drilling of new oil wells is preempted by federal and state
law, providing that DOGGR has exclusive jurisdiction to regulate the drilling and operation of new
wells. The provisions of Measure Z prohibit construction and operation of all new wells in the

County, in direct contravention of state law.

19
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1 99.  The provisions of Measure Z that phase out produced water imi:oundmént and
2} disposal intrude on areas of law exclusively within the purview of the State Water Resources Control
3 || Board and its authorized régional boards.
4 100.  The provisions of Measure Z that prohibit the development, construction, installation
5|| or use of any facility or above-ground equipment also intrude upon areas of law exclusively within
6|| the purview of the California Environmental Protection Agency Air Resources Board and its
7|| authorized districts. |
8 101.  Measure Z is preempted by federal and state law, providing that DOGGR has
91| exclusive jurisdiction to regulate underground injection and produced water impoundment puréuant
10| to delegation of primacy by the U.S. Environmental Protection Agency under the federal Safe
11} Drinking Water Act.
12 102. Measure Z is preempted by Senate Bill 4. SB 4 explicitly directed DOGGR to
13 || promulgate extensive regulations governing well stimulation treatments in California,
14 103.  The enactment of Measure Z was also arbitrary and discriminatory, and not
15}| reasonably related to any legitimate governmental purpose. The purpose of Measure Z is to prohibit
16 || all oil and gas operatibns in Monterey County, despite its successful operation thefe for nearly 70
17 || years. For these reasons, the enactment of Measure Z violated Plaintiffs’ due process rights under
18| Article 1, section 7 of the California Constitution as well as fhe Due Process Clause of the
19}| Fourteenth Amendment to the United States Constitution.
20 104, Measure Z is void for vagueness under the United States and California Constitutions
21 || because it fails to afford a person of ordinary intelligence warning of what conduct is prohibited or to
22 || afford a specific enough standard for its enforcement.” |
23 105. By enacting Measure Z, the County has acted unlawfully and beyond the scope of its
24| statutory and regulatory authority as set forth in California and federal law.
251 106, The County has acted arbitrarily and capriciously and has abused its discretion.
26 107. Eagle has a beneficial interest in ensuring that fhe County does not enforce the
27| prohibitions of Measure Z that exceed its authority and are preempted by state and federal statutes.
28
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108. Eélgle is irreparably harmed by the County’s enactment of a ballot measure that
exceeds its statutory authority and is preempted by state and federal law.

109. Eagle has no plz_a.in, speedy and adequate remedy at law to challenge Measure Z other
than the relief sought herein. The language of Measure Z itself contains no alternative remedy
available for Plaintiffs to bring all of the challenges alleged hefein, nor has the County made
available any other remedy at law that will adequately determine the merits of Plaintiffs’ challenges
to Measure Z. Without the resolution of these challenges, Plaintiffs will be permanently, irreparably
harmed by the implementation of Measure Z.

110.  Because the enactment of Measure Z is quasi-legislative in nature and not
adjudicatory, Eagle brings this action under Code of Civil Procedure section 1085. In the alternative,
however, Eagle also seeks a writ (_)f mandamuts under Code of Civil Procedure section 1094.5 to the
extent, if any, that the Court concludes section 1094.5 is applicable here.

VI .
SECOND CAUSE OF ACTION
(For Declaratory Relief for the Impairment of Eagie’s Vested Rights)

111. Eagle realleges and incorporates herein by reference Paragraphs 1 through 94 above.

112. . Eagle seeks a declaration from this Court that Eagle has a vested right in the
continuation of the oil production operations at the Lynch Canyon Qil Field, which is an extractive
business. Eagle further secks a declaration that, as a result of this vested right, Monterey County may
not prohibit the activities authorized by the 1951 Use Permit through Measure Z.

113.  There is a present and actual controversy between Eagle and the County as to whether
the prohibitions in Measure Z apply to Eagle’s ongoing operations at the Lynch Canyon il Field.

114. Eagles seeks a judicial determination of the rights and obligations of the respective
parties concerning the allegations in this Complaint. |

115.  Such a declaration is necessary and appropriate at this time in order that Eagle may

ascertain the effect of Measure Z,

CLIFFORD & BROWN
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116. The County’s enactment of Measure Z irrepa.rably harms and will continue to
irreparably harm Eagle based on the substantial economic harm and operational harm that will flow
from application of Measure Z.

VII
THIRD CAUSE OF ACTION
(For Declaratory Relief Based Upon Violation of Article 1, § 19 of the California
Constitation (Inverse Condemnation) and Violation of the Takings Clause of the
Fifth and Fourteenth Amendments to the United States Constitution)

117. Eagle realleges and incorporates herein by reference Paragraphs 1 through 94 above.

118, Measure Z is invalid because it substantially impairs Eagles’ property rights in the
Lynch Canyon Oil Field without prior compensation to Eagles. County therefore violated Article 1,
section 19 of the California Constitution and the Takings Clause of the Fifth and Fourteenth

- Amendments to the United States Constitution by adopting Measure Z.

119. The enactment of Measure Z eliminates substantially all economically viable use of
the Lynch Canyon Qil Field for the benefit of the public without prior compensation to Eagle. The
enactment of Measure Z also substantially impairs Eagles’ property rights in the Lynch Canyon Oil
Field for the benefit of the public without prior compensation to Eagle, In taking such action, the
County violates Article 1, section 19 of the California Constitution, which prohibits the temporary or
permanent taking or damaging of private property for public use without prior, just compensation.
Further, the County violates the takings clause of the Fifth Amendment of the U.S. Constitution, as
incorporated by the Fourteenth Amendment, which prohibits the temporary or permanent taking of
private property for public use without prior, just compensation.

120. A judicial determination of the invalidity of Measure Z is necessary and appropriate
to avoid the deprivation of state and federal constitutional rights and the monetary damage and loss
that will result from applying the Measure to-0il production operations conducted by Eagle.

W
W
W
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Vi
FOURTH CAUSE OF ACTION
(Damages for Taking or Damaging of Property for Public Use Without Prior Compensation
in Violation of Article 1, § 19 of the California Constitution and the Takings Clause of the
Fifth and Fourteenth Amendments to the United States Constitution (Inverse Condemnatioﬁ))
. 121.  Eagle realleges and incorporates herein by reference Paragraphs 1 through 94 above.

122. At the time of the County’s acts alleged herein, Eagle had leasehold interests in the
extraction of oil and gas within the Lynch Canyon Oil Field.

123.  For many years prior to the County’s acts alleged herein, Eagles had a vested right to
continue drilling operations within the Lynch Canyon Oil Field as a matter of right.

124, The enactmel:rc of Measure Z eliminates substantially all economically viable use of
the Lynch Canyon Oil Field ostensibly for the benefit of the public without ptior compensation to
Eagle. The enactment of Measure Z also substantially impairé the property rights of Eagle in the
Lynch Canyon Oil Field for the benefit of the public without prior compensation to Eagle. In taking
guch action, the County violates Article -1, section 19 of the California Constitution, which prohibits
the taking or damaging of private property for public use without prior, just compensation. Further,
the County violates the takings clause of the Fifth Amendment of the U.S. Constitution, incorporated
into and made applicable to the states by the Fourteenth Amendment, which prohibits the taking of
private property for public use without prior, just compensation

125. As a direct result of the County’s actions as allegcd herein, the enactment of Measure
Z will interfere with Eagle’s reasonable investment-backed expectations.

126. To dafe, Eagle has not received any compensation from the County on account of the
above alleged taking of, or damage to, their property rights within the Lynch Canyon Qil Field.

127.  Asadirect and proximate result of the County’s violation of Atticle 1, section 19 of
the California Constitution and the takings clause of the Fifth Amendment of the U.S. Constitution,
as alleged above, Eagle has been and will be damaged from the interference with their reasonable
investment-backed expectations in the Lynch Canyon Qil Field, and will suffer further damages in an

amount to be determined at trial,
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IX.
FIFTH CAUSE OF ACTION
(For Declaratory Relief for Violation of Article I, Seétion 7 of the California Constitution and
Violation of the Fourteenth Amendment to the United States Constitution (Due Process))

128. Eagle realleges and incorporates herein by reference Paragraphs 1 through 94 above.

129. The enactment of Measure Z was arbitrary and discriminatory, and not reasonably
related to any legitimate governmental purpose. The purpose of Measure Z is to prohibit all oil and
gas operations in Monterey County, despite the oil and gas industry’s successful operation there for
nearly 70 years, For these reasons, the enactment of Measure Z violates Eagle’s due process rights of
under Article 1, séction 7 of the California Constitution as well as the Due Process.Clause of the
Fourteenth Amendment to the United States Constitution. o

130. A bona fide and actual controversy exists between Eagle and the County in that Eagle
alleges, and the County denies, that the enactment of Measure Z violated Article 1, section 7 of the

-California Constitution and the Due Process Clause of the Fourteenth Amendment to the United

States Constitution.

131.  Eagle desires a judicial determination of the validity of Measure Z to save itself from
the harm caused by the enactment of the Measure, which prohibits Eagle from continuing its oil and
gas operations at the Lynch Canyon Oil Field. The enactment of Measure Z results in substantial
hardship to Eagle.

132. A judicial determination of the invalidity of Measure Z is necessary and appropriate
to avoid the deprivation of state and federal constitutional rights that results from applying Measure
Z to Eagle. |

133.  Measure Z is void for vagueness under the United States and California Constitutions
because it fails to afford a person of ordinary intelligence warning of what conduct is prohibited or to
afford a specific enough standard for its enforcement.

134. A judicial determination of the invalidity of Measure Z on the ground of vagueness is
necessary and ai)propriate to aﬁoid substantial harm through the arbitrary and discriminatory

enforcement of the Measure.
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135. A judicial determination is also necessary to determine which actions are prohibited |
under Measure Z.
X
PRAYER
WHEREFORE, Eagle prays for judgment as follows:

1. "Fora Wﬂt of mandate directing the County to vacate amendments imposed by’
Measure Z

2. For a declaration that Measure Z violates Eagle’s vested rights;

3. For a declaration that Measure Z violates provisions of the California Constitution
and the United States Constitution;

4, For just compensation, according to proof, for permanent taking of Eagle’s property;
5 For just compensation, according to proof, for temporary taking of Eagle’s property;
6. ~ Foranaward of damages against the County according to proof;

7 For a declaration that Measure 7, is void on the grounds of vagueness;

8 For a preliminary and permanent injunction enjoining the County from enforcing

Measure Z against Eagle;

9. For reasonable attorneys’ fees incurred in this matter pursuant to Sections 1021.5 or
1036 of the California Code of Civil Procedure and other pertinent law;

10. - For Eagle’s costs of suit incurred herein; and

11. For such other and further relief as the Court deems just and proper.

Dated: March 16, 2017 CLIFFORD & BROWN

A Prof; Corporation

By:
Donald C, Oldaker, Attoreys for
plaintiff and petitioner Eagle Petroleurm,
LLC

1430 Trustunm Ave., Ste. 900

Bakerafield, CA 93301
(661) 322.6023
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VERIFICATION
I, Samuel Monroe, declare that I am a resident of the County of Kern, State of
California, over the age of 18 years, and that I am the President of Eagle Petroleum, LLC, a party to this
action duly authorized to make this verification on behalf of Eagle Petroleum, LLC. I have reviewed
the foregoing document entitled VERIFIED PETITION FOR WRIT OF MANDATE AND
COMPLAINT FOR DECLARATORY RELIEF AND DAMAGES, and know of its contents, I
declare under penalty of perjury under the laws of the state of California that the matters stated

therein are true of my own personal knowledge, except those responses stated to be made on

“information and belief, and as to those responses I believe that the source of the information

contained therein is both accurate and trustworthy. Executed at Bakersfield, California on March

b 2017
Do

Samuel Monroe

1430 Truxtun Ave., Ste. 900

Hakersfield, CA 93301
(661) 322-6023
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