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Cou

ALIAS PRAECIPE

TO: Prothonotary
Superior Court

Leonard L. Williams Justice Center

500 N. King Street
Wilmington, DE 19801

PLEASE ISSUE A SUMMONS and a copy of the complaint to Brandywine

Process Servers, commanding them to summon and direct the below-named

Defendant to appear and file an answer to the complaint by serving its registered

agent pursuant to B DelC§ 3217

/
CHEVRON CORPORATION
c/o Corporation System, Inc.
251 Little Falls Drive
Wilmington, DE 19808

Dated: September 18, 2020

‘OF COUNSEL:

Victor M. Sher

Matthew K. Edling
Corrie J. Yackulic
Michael H. Burger
Timothy R. Sloane
Martin D. Quifiones
Katie H. Jones

Adam M. Shapiro
Stephanie D. Biehl
Nicole E. Teixeira
Quentin C. Karpilow
SHER EDLING LLP

100 Montgomery Street, Suite 1410
San Francisco, CA 94104

Attorney General of the State of
Delaware

(s/ Christian Douglas Wright

Christian Douglas Wright (#3554)
Director of Impact Litigation

Jameson A.L. Tweedie (#4927)
Special Assistant Deputy Attorney

General

Ralph K. Durstein III (#0912)
Deputy Attorney General

DELAWARE DEPARTMENT OF

JUSTICE

820 N. French Street

Wilmington, DE 19801

(302) 577-8600

christian.wright@delaware.gov

jameson.tweedie@delaware.gov



http://www.google.com/search?q=8+del.+c.++321:
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(628) 231-2500 ralph.durstein@delaware.gov
vic@sheredling.com

matt@sheredling.com

corrie@sheredling.com Attorneys for Plaintiff
michael@sheredling.com

tim@sheredling.com

marty@sheredling.com

katie@sheredling.com

adam@sheredling.com

stephanie@sheredling.com

nicole@sheredling.com

quentin@sheredling.com
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EFiled: Sep 21 2020 12:58P\&
Transaction ID 65948806
Case No. N20C-09-097 ANIL

IN THE SUPERIOR COURT OF THE STATE OF DELAWARE

STATE OF DELAWARE, ex rel.
KATHLEEN JENNINGS,
Attorney General of the State of
Delaware, '

Plaintiff,
V.

BP AMERICA INC.,BPP.L.C.,
CHEVRON CORPORATION,
CHEVRON U.S.A.INC,,
CONOCOPHILLIPS, CONOCOPHILLIPS
COMPANY, PHILLIPS 66, PHILLIPS 66
COMPANY, EXXON MOBIL
CORPORATION, EXXONMOBIL OIL
CORPORATION, XTO ENERGY INC.,
HESS CORPORATION, MARATHON
OIL CORPORATION, MARATHON OIL
COMPANY, MARATHON PETROLEUM
CORPORATION, MARATHON
PETROLEUM COMPANY LP,
SPEEDWAY LLC, MURPHY OIL
CORPORATION, MURPHY USA INC,,
ROYAL DUTCH SHELL PLC, SHELL
OIL COMPANY, CITGO PETROLEUM
CORPORATION, TOTAL S.A., TOTAL
"SPECIALTIES USA INC., OCCIDENTAL
PETROLEUM CORPORATION, DEVON
ENERGY CORPORATION, APACHE
CORPORATION, CNX RESOURCES
CORPORATION, CONSOL ENERGY
INC., OVINTIV, INC., and AMERICAN
PETROLEUM INSTITUTE,

Defendants.

C.A. No. N20C-09-097-
AML CCLD

TRIAL BY JURY OF 12
DEMANDED
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ALJAS SUMMONS

THE STATE OF DELAWARE,
BRANDYWINE PROCESS SERVERS:
YOU ARE COMMANDED:

To Summon CHEVRON CORPORATION (“Defendant”) so that, within
20 days after service hereof upon Defendant, exclusive of the day of service,
Defendant shall serve upon Christian D. Wright, Esquire, Plaintiff’s attorney, whose
address is Delaware Attorney General, Delaware Department of Justice, 820 N.
French Street, Wilmington, DE 19801 an answer to the complaint (and, if an
affidavit of demand has been filed, an affidavit of defense).

To serve upon Defendant a copy hereof and of the complaint (and of the

affidavit of demand if any has been filed by Plaintiff).

Dated: QCT.S , 2020
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TO THE ABOVE NAMED DEFENDANT:

In case of your failure, within 20 days after service hereof upon you, exclusive
of the day of service, to serve on Plaintiff’s attorney named above an answer to the
complaint (and, if an affidavit of demand has been filed, an affidavit of defense),
judgment by default will be rendered against you for the relief demanded in the

Complaint (or in the affidavit of demand, if any).

Lisa Gonzm

C eputy B othon:r

Dated: 0CT.- S 2020
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EFiled: Sep 10 2020 11:31A
Transaction ID 65917326
Case No. N20C-09-097 AML

IN THE SUPERIOR COURT OF THE STATE OF DELAWARE

STATE OF DELAWARE, ex rel.
KATHLEEN JENNINGS, Attorney
General of the State of Delaware, C.A. No.
CCLD
Plaintiff,

V.

BP AMERICA INC,,BP P.L.C,,
CHEVRON CORPORATION,
CHEVRON U.S.A. INC,,
CONOCOPHILLIPS, CONOCOPHILLIPS
COMPANY, PHILLIPS 66, PHILLIPS 66 TRIAL BY JURY OF 12
COMPANY, EXXON MOBIL 'DEMANDED
CORPORATION, EXXONMOBIL OIL
CORPORATION, XTO ENERGY INC.,
HESS CORPORATION, MARATHON COMPLAINT
OIL CORPORATION, MARATHON OIL
COMPANY, MARATHON PETROLEUM
CORPORATION, MARATHON
PETROLEUM COMPANY LP,
SPEEDWAY LLC, MURPHY OIL
CORPORATION, MURPHY USA INC,,
ROYAL DUTCH SHELL PLC, SHELL
OIL COMPANY, CITGO PETROLEUM
CORPORATION, TOTAL S.A., TOTAL
SPECIALTIES USA INC., OCCIDENTAL
PETROLEUM CORPORATION, DEVON
ENERGY CORPORATION, APACHE
CORPORATION, CNX RESOURCES
CORPORATION, CONSOL ENERGY
INC., OVINTIV, INC., and AMERICAN
PETROLEUM INSTITUTE,

Defendants.
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L. INTRODUCTION

1. Defendants, maj or corporate members of the fossil fuel indusfry, have
known for nearly half a century that unrestricted production and use of fossil fuel
products create greenhouse gas pollution that warms the planet and changes our
climate. Climate change will have and has already had devastating economic and
public health impacts across the State of Delaware, and will disproportionately
impact people of color and people living in poverty. Defendants have known for
decades that climate change impacts could be catastrophic, and that only a narrow
window existed to take action before the consequences would be iﬁeversible. They
have nevertheless engaged in a coordinated, multi-front effort to conceal and deny |
their own knowledge of those threats, to discredit the growing body of publicly
available scientific evidénce, and to pérsistently create doubt in the minds of
customers, consumers, regulators, the media, journalists, teachers, and the public
about the reality and consequences of the impacts of their fossil fuel products. - This
campaign was intended to, and did, target and influence the public and consumers,
including in Delaware.

2. At the same time, Defendants have promot\ed and profited from a
massive increase in the extraction, production, and consumption of oil, coal, and
natural gas, which has in turn caused an enormous, foreseeable, and avoidable

increase in global greenhouse gas pollution and a concomitant increase in the

1
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concentration of greenhouse gases,! particularly carbon dioxide (“CO,”) and
methane, in the Earth’s atmosphere. Those disruptions of the Earth’s otherwise
balanced carbon cycle have substantially contributed to a wide range of dire climate-
related effects, including, but not limited to, global atmospheric and ocean warming,
ocean acidification, melting polar ice caps and glaciers, more extreme and volatile
weather, drought, and sea level rise.

3. Plaintiff, the State of Delaware,? its departments and agencies, along
with the State’s residents, infrastructure, public and private lands, and natural
resources, suffer the consequences of Defendants’ campaign of deception.

4, Defendants are extractors, producers, refiners, manufacturers,
distributors_, promoters, marketers, and/or sellers of fossil fuel products, each of
which contributed to deceiving the public and consumers, in and outside of(
Delaware, about the role of their products in causing the global climate crisis.
Decades of scientific research has shown that pollution from Defendants’ fossil fuel

products plays a direct and substantial role in the unprecedented rise in emissions of -

I As used in this Complaint, the term “greenhouse gases” refers collectively to
carbon dioxide, methane, and nitrous oxide. Where a cited source refers to a specific
gas or gases, or when a process relates only to a specific gas or gases, this Complaint
refers to each gas by name.

2 In this Complaint, the terms “State” and “Plaintiff” refer to the State of Delaware,
unless otherwise stated. The word “Delaware” refers to the area falling within
Plaintiff’s geographic boundaries, excluding federal land, unless otherwise stated.

2
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greenhouse gas pollution-and increased atmospheric CO, concentrations that have
occurred since the mid-20% century. This dramatic increase in atmospheric CO; and
other greenhouse gases is the main driver of the gravely dangerous changes
occurring to the global climate.

5. Anthrepogenic greenhouse gas pollution, primarily in the form of COs,
is far and away the dominant cause of global warming,? resulting in severe impacts
including, but not limited to: sea level rise, disruption to fhe hydrologic cycle, more
frequent and intense extreme precipitation events and associated flooding, more -
frequent and intense heatwaves, more frequent and intense droughts, and associated
consequences of those physical and environmental changes. These impacts, the
consequences of Defendants’ actions, disproportionately impact communities of
color and low-income communities in Delaware. The primary cause of the climate
crisis is the combustion of coal, oil, and natural gas,* referred to collectively in this
Complaint as “fossil fuel products.”

6.  The rate at which Defendants have extracted and sold fossil fuel

products has exploded since the Second World War, as have emissions from those

3 See INTERGOVERNMENTAL PANEL ON CLIMATE CHANGE (“IPCC”), CLIMATE
CHANGE 2014 SYNTHESIS REPORT (2014),
https://www.ipcc.ch/site/assets/uploads/2018/02/SYR _ARS FINAL full.pdf.

4 See Pierre Friedlingstein et al., Global Carbon Budget 2019, 11 EARTH SYST. SCI.
DATA 1783 (2019), https://www.earth-syst-sci-data.net/11/1783/2019.

3
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products. The substantial majority of all anthropogenic greenhouse gas emissions
in history have occurred since the 1950s, a period known as the “Great
Acceleration.” About three-quarters of all industrial CO, emissions in history have
occurred since the 1960s, and more than half have occurred since the late 1980s.”
The annual rate of CO, emissions from extraction, production, and consumption of
fossil fuels has increased sﬁbstantially since 1990.8

7.  Defendants have known for more than 50 years that greenhouse gas
pollution from their fossil fuel products would have a significant adverse impacts on
the Earth’s climate and sea levels. Defendants’ awareness of the negative impacts
of their actions corresponds almost exactly with the Great Acceleration, and with
skyrocketing greenhouse gas emissions. With that knowledge, Defendants took
steps to protect their own assets from those threats through imﬁense internal
investment in research, infrastructure improvements, and plans to exploit new

opportunities in a warming world.

> Will Steffen et al., The Trajectory of the Anthropocene: The Great Acceleration,
2 THE ANTHROPOCENE REVIEW 81, 81 (2015).

6 R.J. Andres et al., A Synthesis of Carbon Dioxide Emissions from Fossil-Fuel
Combustion, 9 BIOGEOSCIENCES 1845, 1851 (2012).

Id.
® Friedlingstein et al., supra note 4, at 630.
4
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8. Instead of warning of those known cons-equences following from the
intended and foreseeable use of their products and working to minimize the damage
associated with the use and combustion of such products, Defendants concealed the
dangers, promoted false and misleading information, sought to undermine public
support for greenhouse gas regulation, and engaged in massive campaigns .to
promote the ever-increasing use of their products at ever-greater volumes. These
campaigns were intended to and did target the people of Delaware. All Defendants’

- actions in concealing the dangers of, promoting false and misleading information
about, and engaging in massive campaigns to promote increasing use of their fossil
fuel prodﬁcts, have contributed substantially to the Buildup of CO; in the atmosphere
that drives global warming and its physical, - environmental,l and
socioeconomic consequences, includiné .those éffecting the State.

0. Defendants are directly responsible for the substantial increase in éll
CO, emissions | between 1965 and the present. Defendants individually and
collectively played leadership roles in denialist campaigns to misinform and confuse
consumers and the public and obscure the role of Defendants’ products in causing
global ’warming and its associated impacts. But for such campaigns, climate crisis
impacts iﬁ Delaware would have been substantially mitigated or eliminated
altogether. Accordingly, Defendants are directly responsible for a substantial

portion of the climate crisis-related impacts in Delaware.

5
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10. As a direct and proximate consequence of Defendants’ wrongful
conduct described in this Complaint, the environment in and around Delaware is
changing, with devastating adverse impacts on the State and its residents,
particularly communities of color and low-income communities. Virtually all of
Delaware’s eastern border is coastal or tidal, and Delaware is one of the lowest-lying
states in the nation, with a mean elevation of only approximately 60 feet above sea
level. In addition, the beach communities and coastal economy serve as an essential
pillar of the State’s economy. As aresult, Delaware is very vulnerable to the impacts

~ of sea level rise and other climate change impacts. For instance, the average sea
level has already risen and will continue to rise substantially along Delaware’s coast,
causing flooding, inundation, saltwater intrusion, erosion, tidal wetland losses, and
beach loss; extreme weather, including coastél storms, drought, ‘heatwaveé, and other
extreme events will become more frequent, longer-lasting and more severe; and the
cascading social, economic, and other consequences of those ana myriad other
environmental changés—all due to anthropogenic global warming—will increase in
Delaware.

11. Asadirect result of those and other climate crisis-caused environmental
changes, the State has suffered and will continue to suffer severe injuries, .including,
but not limited to: inundation and loss of State property; inundation of private

property and businesses with associated loss of tax revenue; injury or destruction of

6
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State-owned or -operated facilities critical for operations, utility services, and risk
management, as well as other assets essential to community health, safety, and well-
being; increased costs of maintaining public infrastructure; increased costs of
providing government services; increased health care and public health costs;
increased planning and preparation costs for community adaptation and resiliency to
the effects of the climate crisis; displacement, disruption and/or loss of coastal
communities, with associated harm to the State; decreased tax revenue due to
impacts on Delaware’s tourism- and ocean-based economy; and others.9_

12. Defendants’ individual and collective conduct, including, but not
limited to, their introduction of féssil fuel products into the stream of commerce
while knowing but failing to warn of the threats posed to the world’s climate; their
wrongful promotion of their fossil fuel products and concealment of known hazards

associated with the use of those products; their public deception campaigns designed

? See, e.g., DIV. OF ENERGY AND CLIMATE, DELAWARE DEPT. OF NATURAL
RESOURCES AND ENVIRONMENTAL CONTROL, ADAPTING TO SEA LEVEL RISE (2014),
available at https://dnrec.alpha.delaware.gov/coastal-programs/planning-
training/adapting-to-sea-level-rise; DIv. OF ENERGY AND CLIMATE, DELAWARE DEPT.
OF NATURAL RESOURCES AND ENVIRONMENTAL CONTROL, CLIMATE CHANGE
IMPACT ASSESSMENT (2014) (hereinafter “DCCIA”) , available at
http://www.dnrec.delaware.gov/energy/Documents/ Chmate%20Change%202O 13-
2014/DCCIA%20interior_full dated.pdf; DELAWARE EMERGENCY MGMT. AGENCY,
ALL-HAZARD MITIGATION PLAN (Aug. 2018) , available at
https://dema.delaware.gov/contentFolder/pdfs/HazardMitigationPlan.pdf.

7
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to obscure the connection between their products and global warming and the
environmental, physical, social, and economic consequences flowing from it; and
their failure to pursue less hazardous alternatives, actually and proximately caused
the State’s injuries. In other words, Defendants’ concealment and misrepresentation
of their products’ known dangers—and simultaneous promotion of their
unrestrained use—drove consumption, and thus greenhouse gas pollution, and thus
the climate crisis.

13. . Accordingly, the State brings this action against Defendants for
negligent failure to warn, trespass, common law nuisance, and violations of the
Delaware Consumer Fraud Act.

14. The State hereby disclaims injuries arising on federal property and
those that arose from Defendants’ provision of fossil fuel products to the federal
government, and seeks no recovéry or relief attributable to such injuries.

15. The State seeks to ensure that the parties who have profited from
externalizing the consequences and costs of dealing with global warming and its
physical, environmental, social, and economic consequences, bear the costs of those

impacts on Delaware, rather than the State, taxpayers, residents, or broader segments

of the public.
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IL. PARTIES

A.  Plaintiff

16.  Plaintiff, State of Delaware, ex rel. Kathleen J ennings, Attorney
General of the State of Delaware, brings this action in the State’s capacity as
sovereign, in its proprietary capacity, in its parens patriae capacity as an exercise of
its authority to protect public trust resources, and as an exercise of its police power,
which includes, but is not limited to, its power to prevent injuries to and pollution of
the State’s property and wateré, to prevent and abate nuisances, and to prevent and
abate hazards to public health, safety, welfare, and the environment.

17. The Attorney General is the chief law officer of the State, and is
statutorily authorfzed to initiate and maintain this action pursuant to 29 Del. C.
§§ 2504 and 2522 and EDELC§ 2522,

18. The State cbnsists of several offices and departments, each with
purview over the State’s operations, facilities, property, and/or programs that have
been injured by Defendants’ conduct as alleged herein and consequent global
warming-related impacts.

19. Delaware is the state with the lowest mean elevation in the nation, with
381 miles of shoreline, Which presehts a significant level of risk from climate
change. Between eight percent and eleven percent of its land area, including nearly

all its tidal wetlands, could be inundated by a sea level rise of 0.5 to 1.5 meters,

9
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respectively.!® Additionally, average annual precipitation is projected to increase by
ten percent in Delaware by the end of the century.!!

B. Defendants

20.  When reference in this Complaint is made to an act or omission of
Defendants, unless specifically attributed or otherwise stated, such references should
be interpreted to mean that the officers, directors, agents, employees, or
representatives of Defendants committed or authorized such an act or omission, or
failed to adequately supervise or properly control or direct their employees while
engaged in the management, direction, operation or control of the affairs of
Defendants, and did so while acting within the scope of their employment or agency.

21. BP Entitiés: BP P.L.C., BP America Inc.

a. Defendant BP P.L.C. is a multinational, vertically integrated
energy and petrochemical public limited company, registered in England and Wales

with its principal place of business in London, England. BP P.L.C. consists of three

19 COASTAL PROGRAMS DIVISION, DELAWARE DEPT. OF NATURAL RESOURCES AND
ENVIRONMENTAL CONTROL, PREPARING FOR TOMORROW’S HIGH TIDE: SEA LEVEL
RISE VULNERABILITY ASSESSMENT FOR THE STATE OF DELAWARE ix (2012)
(hereinafter “DNREC, SEA LEVEL RISE VULNERABILITY ASSESSMENT”), available
at

http://www.dnrec.delaware.gov/coastal/Documents/SealevelRise/AssesmentForW
eb.pdf.

U'DCCIA at 4-4.
10
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main operating segments: (1) exploration and production, (2) refining and
marketing, and (3) gas power and renewables. BP P.L.C. is the ultimate parent
company of numerous subsidiaries, referred to collectively as the “BP Group,”
which explore for and extract oil and gas worldwide; refine oil into fossil fuel
products such as gasoline; and market and sell oil, fuel, other refined petroleum
products, and natural gas worldwide. BP P.L.C.’s subsidiaries explore for oil and
natural gas under a wide range of licensing, joint arrangement, and other contractual
agreements.

b.  BP P.L.C. controls and has controlled companyWide decisions
about the quantity and extent of fossil fuel production and sales, including those of
its subsidiaries. BP P.L.C. is the ultimate decisionmaker on fundamental decisions
about the BP Group’s core business, i.e., the level of companywide fossil fuels to
produce, including production among BP P.L.C.’s subsidiaries. For instance, BP
P.L.C. reported that in 2016-17 it brought online thirteen major exploration and
production projects. These contributed to a twelve percent increase in the BP
Group’s overall fossil fuel product production. These projects were carried out by
BP P.L.C.’s subsidiaries. Based on these projects, BP P.L.C. expects the BP Group
to deliver to customers 900,000 barrels of new product per day by 2021. BP P.L.C.
further reported that in 2017 it sanctioned three new exploration projects in Trinidad,

India, and the Gulf of Mexico.
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C. BP P.L.C. controls and has controlled companywide decisions,
including those of its subsidiaries, related to marketing, advertising, climate change
and greenhouse gas emissions from its fossil fuel products, and communications
strategies concerning climate change and the link between fossil fuel use and
climate-related impacts on the environment and communities. BP P.L.C. makes
fossil fuel production decisions for the entire BP Group based on factors including
climate change. BP P.L.C.’s Board of Directors is the highest decision-making body
within the company, with direct responsibility for the BP Group’s climate change
policy. BP P.L.C.’s chief executive is responsible for maintaining the BP Group’s
system of internal control that governs the BP Group’s business conduct. BP
P.L.C.’s senior leadership directly oversees a carbon steering group, which manages
climate-related matters and consists of two committees overseen directly by the
board that focus on climate-related investments.

d.  Defendant BP America Inc. is a wholly owned subsidiary of BP
P.L.C. that acts on BP P.L.C.’s behalf and subject to BP P.L.C.’s control. BP
America Inc. is a vertically integrated energy and petrochemical company
incorporated in the state of Delaware with its headquarters and principal place of
business in Houston, Texas. BP America Inc., consists of numerous divisions and
affiliates in all aspects of the fossil fuel industry, including exploration for and

production of crude oil and natural gas; manufacture of petroleum products; and
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transportation, marketing, and sale of crude oil, natural gas, and petroleum products.
BP America Inc. was formerly known as, did or does business as, and/or is the
successor in liability to Amoco Corporation, Amoco Oil Company, ARCO Products
Company, Atlantic Richfield Delaware Corporation, Atlantic Richfield Company (a
Delaware Corporation), BP Exploration & Oil, Inc., BP Products North America
Inc., BP Amoco Corporation, BP Amoco Plc, BP Oil, Inc., BP Oil Company, Sohio
Oil Company, Standard Oil of Ohio (SOHIO), Standard Oil (Indiana), and The
Atlantic Richfield Company (a Pennsylvania Corporation) Aand its division, the Arco
Chemical Company.

e. Defendants BP P.L.C. and BP America, Inc., together with their
predecessors, successors, parents, subsidiaries, affiliates, and divisions, are |
collectively referred to herein as “BP.”

f. The State’s claims against BP arise out of the acts and omissions
of BP in Delaware and BP’s actions elsewhere that caused the injuries in Delaware.

g. BP has and continues to purposefully direct its tortious conduct
toward Delaware by intentionally and wrongfully distributing, marketing,
advertising, promoting, and supplying its fossil fuel products in Delaware, with
knowledge that those products have caused and will continue to cause climate crisis-
related injuries in Delaware, including the State’s injuries. BP’s statements in and

outside of Delaware made in furtherance of its campaign of deception and denial,
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and its chronic failure to warn consumers of global warming-related hazards when
it marketed, advertised, and sold its products both in and outside of Delaware, were
int_ended to conceal and mislead consumers and the public, including the State and
its residents, about the serious adverse consequences from céntinued use of BP’s
products. That conduct was intended to reach and influence the State, as well as its
residents, among others, to continue unabated use of Defendants’ fossil fuel products
in and outside Delaware, resulting in the State’s injuries.

h..  Over the last twenty—ﬁve years, BP, and specifically BP P.L.C,,
spent millions of dollars on radio, television, and outdoor advertisements in the
Delaware market related to its fossil fuel products. At least as far back as 1988 and
as recently as 2020, BP also advertised in print publications circulated widely to
Delaware consumers, including but not limited to The Atlantic, Fortune Magazine,
The New York Times, Newsweek, Time Magazine, The Washington Post, and The
Wall Street Journal. These advertisements contained no warning commensurate
with the risks of BP’s products. Moreover, these advertisements also contained false
or misleading statements, misrepresentations, and/or material omissions obfuscating
the connection between BP’s fossil fuel products and climate change, and/or
misrepresenting BP’s products or BP itself as environmentally friendly.

1. A significant amount of BP’s fossil fuel products are or have

been transported, traded, distributed, marketed, manufactured, promoted, sold,
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and/or consumed in Delaware, from which BP derives and has derived substantial
revenue. For example, BP directly and through.its subsidiaries and/or predecessors-
in-interest supplied substantial quantities of fossil fuel products to Delaware during
the period relevant to this litigation. BP conducts and controls, either directly or
through franchise agreements, retail fossil fuel sales at gas station locations
throughout Delaware, at which it promotes, markets, and advertises its fossil fuel
products under its BP and/or Amoco brand names. During the period relevant to
this Complaint, BP sold a substantial percentage of all retail gasoline in Delaware. |
Additionally, BP distributes and provides its lubricant products for sale at locations
throughout Delaware, including, but not limited to, auto body and repair shops,
Safeway, and Home Depot locations.

] BP historically directed its fossil fuel product- advertising,
marketing, and promotional campaigns to Delaware residents, including maps of
Delaware identifying the locations of its service stations. BP continues to market
and advertise its fossil fuel products in Delaware to Delaware residents by
maintaining an interactive website available to prospective customérs in Delaware
by.which it directs Delaware residents to BP’s nearby retail service stations and/or
lubricant distributors. Further, BP promotes its products in Delaware by regularly

updating and actively promoting its mobile device application, “BPme Rewards,”
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throughout the state of Delaware, encouraging Delaware users to consume fuel at its

stations in Delaware in exchange for rewards and/or savings on every fuel purchase.

22. Chevron Entities: Chevron Corporation, Chevron USA, Inc.

a. Defendant Chevron Corporation is a multinational, vertically
integrated energy and chemicals company incorporated in Delaware, with its global
he;adquarters and principal place of business in San Ramon, California.

b. Chevron Corporation operates through a web of United States
and international subsidiaries at all levels of the fossil fuel supply chain. Chevron
Corporation’s and its subsidiaries’ operations consist of: (1) exploring for,
developing, and producing crude oil and natural gas; (2) processing, liquefaction,
transportation, and regasification associated with liquefied natural gas; (3)
transporting crude oil by major international o1l export pipelines; (4) transporting,
storing, and marketing natural gas; (5) refining crude oil into petroleum products;
(6) marketing of crude oil and refined products; (7) transporting crude oil and refined
products by pipeline, marine vessel, motor equipment, and rail car; (8) basic and
applied research in multiple scientific fields including chemistry, geology, and
engineering; and (9) manufacturing and marketing of commodity petrochemicals,
plastics for industrial uses, and fuel and lubricant additives.

C. Chevron Corporation controls and has controlled companywide

decisions about the quantity and extent of fossil fuel production and sales, including
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those of its subsidiaries. Chevron Corporation determines whether and to what
extent its holdings market, produce, and/or distribute fossil fuel products.

d. Chevron Corporation controls and has controlled companywide
decisions, including those of its subsidiaries, related to marketing, advertising,
climate change and greenhouse gas emissions from its fossil fuel products, and
communications strategies concerning climate change and the link between fossil
fuel use and climate-related impacts on the environment and communities.

e. Defendant Chevron U.S.A. Inc. is a Pennsylvania corporation
with its principal place of business located in San Ramon, California. Chevron
U.S.A. Inc. is registered to do business in Delaware and has a registered agent for
service of process in Wilmington, Delaware. Chevron U.S.A. Inc. is a wholly owned
subsidiary of Chevron Corporation that acts on Chevron Corporation’s behalf and
subject to Chevron Corporation’s coﬁtrol. Chevron U.S.A. Inc. was formerly known
as, and did or does business as, and/or is the successor in liability to Gulf Oil
Corporation, Gulf Oil Corporation of Pennsylvania, Chevron Products Company,
and Chevron Chemical Company.

f. “Chevron” as used hereafter, means collectively, Defendants
Chevron Corporation and Chevron U.S.A. Inc. and their predecessors, successors,

parents, subsidiaries, affiliates, and divisions.
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g. The State’s claims against Chevron arise out of the acts and
omissions of Chevron in Delaware and Chevron’s actions elsewhere that caused the
injuries in Delaware.

h. Chevron has and continues to direct its tortious conduct toward
Delaware by intentionally and wrongfully distributing, marketing, advertising,
promoting, and supplying its products in Delaware, with knowledge that those
products have caused and will continue to cause climate crisis-related injuries in
Delaware, including the State’s injuries. Chevron’s statements in and outside of
Delaware made in furtherance of its campaign of deception and denial, and its
chronic failure to warn consumers of global warming-related hazards when it
marketed, advertised, and sold its products both in and outside of Delaware, were
intended to conceal and mislead consumers and the public, including the State and
its residents, about the serious adverse consequences from continued use of
Chevron’s products. That conduct was intended to reach and influence the State, as
well as its residents, among others, to continue unabated use of Defendants’ fossil
fuel products in and outside Delaware, resulting in the State’s mnjuries.

1. Over the last twenty-five years, Chevron spent millions of dollars
on radio, television, and outdoor advertisements in the Delaware market related to
its fossil fuel products. At least as far back as 1971 and as recently as 2020, Chevron

also advertised in print publications circulated widely to Delaware consumers,
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including but not limited to The Atlantic, Fortune Magazine, The New York Times,
Newsweek, People, Sports Illlustrated, Time Magazine, and The Washington Post.
These advertisements contained no warning commensurate with the risks of
Chevron’s products. Moreover, these advertisements also contained false or
misleading statements, misrepresentations, and/or material omissions obfuscating
the connection between Chevron’s fossil fuel products and climate change, and/or
misrepresenting Chevron’s products or Chevron itself as environmentally friendly.

]- A significant amount of Chevron’s fossil fuel products are or
have been transported, traded, distributed, promoted, marketed, manufactured, sold,
and/or consumed in Delaware, from which Chevroﬁ derives and has derived
substantial revenue. Chevron’s predecessors, the Getty Oil Company and Texaco,
owned and operated the Delaware City Refinery from approximately 1956-1988. -
Chevron conducts and controls, and/or has conducted and controlled, either directly
or through franchise agreements, retail fossil fuel s'ales at its branded gas station
locations throughout Delaware, at which it is engaging or at times relevant to this
complaint has engaged in the promotion, marketing, and advertisement of its fossil |
fuel products under its various branid names, including its Chevron, Texaco, and
other brand names. Chevron historically directed its fossil fuel product advertising,
marketing, and promotional campaigns to Delaware residents, including maps of

Delaware identifying the locations of its service stations. Chevron offers a
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proprietary credit card known as the “Chevron Techron Advantage Card,” which
allows consumers in Delaware to. pay for gasoline and other products at Chevron-
branded service stations, and which encourage Delaware consumers to use Chevron-
branded service stations by offering various rewards, including discounts on
gasoline purchases at Chevron service stations and cash rebates. Chevron maintains
an interactive website available in Delaware by which it directs prospective
customers to Chevron-branded service stations. Chevron further maintains a
smarfphone application known as the “Chevron App” that offers Delaware
consumers a cashless payment method for gasoline and other products at Chevron-
branded service stations. Consumers in Delaware can also receive rewards including
discounts on gasoline puréhases by registering their personal identifying information
in the Chevron App and using the application to identify and activate gas pumps at
Chevron service stations during a purchase.

23." ConocoPhillips  Entities: = ConocoPhillips,  ConocoPhillips

- Company, Phillips 66, Phillips 66 Company
a. Defendant ConocoPhillips is a multinational energy company
incorporated in Delaware and with its principal place of business in Houston, Texas.
ConocoPhillips consists of numerous divisions, subsidiaries, and affiliates that carry

out ConocoPhillips’s fundamental decisions related to all aspects of the fossil fuel
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induétry, including exploration, extraction, production, manufacture, transport, and
marketing.

b. ConocoPhillips controls and has controlled companywide
decisions about the quantity and extent of fossil fuel production and sales, including
those of its subsidiaries. ConocoPhillips determines whether and to what extent its
holdings market, produce, and/or distribute fossil fuel products. ConocoPhillips’s
most recent annual report subsumes the operations of the entire ConocoPhillips
group of subsidiaries under its name. Thefein, ConocoPhillips represents that its
value—for which ConocoPhillips maintains ultimate responsibility—is a function
of its decisions to direct subsidiaries to explore for and produce fossil fuels: “Unless
we successfully add to our existing proved reserves, our future crude oil, bitumen,
natural gas and natural gas liquids production will décline, resulting in an adverse
impact to our business.”!? ConocoPhillips optimizes the ConocoPhillips group’s oil
and gas portfolio to fit ConocoPhillips’s strategic plan. For example, in November
2016, ConocoPhillips announced a'plan to generate $5 billion to $8 billion of

proceeds over two years by optimizing its business portfolio, including its fossil fuel

12 CoNocoPHILLIPS, FORM 10-K: ANNUAL REPORT PURSUANT TO SECTION 13 OR
15(D) OF THE SECURITIES EXCHANGE ACT OF 1934 23 (Dec. 31, 2019).

21



Case 1:20-cv-01429-UNA Document 1-1 Filed 10/23/20 Page 33 of 299 PagelD #: 169

product business, to focus on low cost-of-supply fossil fuel production projects that
strategically fit its development plans.

C. ConocoPhillips controls and has controlled companywide
decisions, including those of its subsidiaries, related to marketing; advertising,
climate change and greenhouse gas emissions from its fossil fuel products, and
communications strategies concerning climate change and the link between fossil
fuel use and climate-related impacts on the environment and communities. For
instance, ConocoPhillips’s board has the highest level of direct responsibility for \
climate change policy within the company. ConocoPhillips has developed and
implements a corporate Climate Change Action Plan to govern climate change
decision-making across all entities in the ConocoPhillips group.

d. Defendant ConocoPhillips Company 1s a wholly owned
subsidiary of ConocoPhillips that acts on ConocoPhillips’s behalf and subject to
ConocoPhillips’s control. ConocoPhillips Company is incorporated in Delaware
and has its principal office in Bartlesville, Oklahoma. |

€. Defendant . Phillips 66 is a multinational energy and
petrochemical company incorporated in Delaware and with its principal place of
business in Houston, Texas. It encompasses downstream fossil fuel processing,
refining, transport, and marketing segments that were formerly owned and/or

controlled by ConocoPhillips.
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f. Defendant Phillips 66 Company is a wholly owned subsidiary
of Phillips 66 that acts on Phillips 66’s behalf and subject to Phillips 66’s control.
Phillips 66 Company is incorporated in Delaware and has its principal office in
Houston, Texas. Phillips 66 Company was formerly known as, did or does business
as, and/or is the successor in liability to Phillips Petroleum Company, Conoco, Inc.,
Tosco Corporation, and Tosco Refining Co.

g. Defendants ConocoPhillips, ConocoPhillips Company, Phillips
66, and Phillips 66 Company, and their predecessors, successors, parents,
subsidiaries, affiliates, and divisions are collectively referred to herein as
“ConocoPhillips.”

h.  ConocoPhillips’s statements in and outside of Delaware made in
furtherance of its campaign of deception and denial, and its chronic failure to warn
consumers of global warming-related hazards when it marketed, advertised, and sold
its products, were intended to conceal and mislead consumers and the public about
the serious adverse conseQuences from continued use of ConocoPhillips’s products.
That conduct was intended to reach and influence the State, as well as its residents,
among others, to continue unabated use of Defendants’ fossil fuel products, resulting

in the State’s injuries.
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24, Exxon Entities: Exxon Mobil Corporation, ExxonMobil Oil

Corporation, XTO Energy, Inc.

- a. Defendant Exxon Mobil Corporation is a multinational,
vertically integrated energy and chemicals company incorporated in New Jersey
with its headquarters and principal place of business in Irving, Texas. Exxon Mobil
Corporation is among the largest publicly traded international oil and gas companies
in the world. Exxon Mobil Corporation was formerly known as, did or does business
as, and/or is the successor in liability to ExxonMobil Refining and Supply Company,
Exxon Chemical U.S.A., ExxonMobil Chemical Corporation, ExxonMobil
Chémical U.S.A., ExxonMobil Refining & Supply Corporation, Exxon Cofnpany,
U.S.A., Exxon Corporation, and Mobil Corporation. Exxon Mobil Corporation is
registered to do business in Delaware and has a regiétered agent for service of
process in Wilmington, Delaware.

b.  Defendant ExxonMobil oil Corporation is a wholly owned
subsidiary of Exxon Mobil Corporation, acts on Exxon Mobil Corporation’s behalf,
and is subject to Exxon Mobil Corporation’s control. ExxonMobil Oil Corporation
is incorporated in the state of New York with its principal place of business at 5959
Las Colinas Boulevard, Irving, Texas, 75039. ExxonMobil Oil Corporation was
formerly known as, did or does business as, and/or is the successor in liability to

Mobil Oil Corporation.
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c. Defendant XTO Energy Inc. is a wholly owned subsidiary of
Exxon Mobil Corporation that acts on Exxon Mobil Corporation’s behalf and subject
to Exxon Mobil Corporation’s control. XTO Energy Inc. is incorporated in
Delaware with its principal place of business in Spring, Texas. XTO Energy Inc.
and its subsidiaries are engaged in the acquisition, development, exploitation, and
exploration of both producing oil and gas properties and unproved properties, and in
the production, processing, marketing and transportation of oil and natural gas.

d. At least forty-four of Exxon Mobil Corporation’s other
subsidiaries are also incorporated in Delaware, including but not limited to Ellora
Energy, Inc.; Esso Australia Resources Pty Ltd; Exxon International Finance
Company, Exxon Luxembourg Holdings, LLC; and Exxon Neftegas Limited.

e. Exxon Mobil Corporation controls >and has controlled
companywide decisions about the quantity and extent of fossil fuel production and
sales, including those of its subsidiaries. Exxon Mobil Corporation’s 2017 Form 10-
K filed with the United States Securities and Exchange Commission represents that
its success, including its “ability to mitigate risk and provide attractive returns to

stockholders, depends on [its] ability to successfully manage [its] overall portfolio,
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including diversification among types and locations of [its] projects.”!®> Exxon
Mobil Corporation determines whether and to what extent its subsidiaries market,
produce, and/or distribute fossil fuel products.

f. Exxon Mobil Corporation controls and has controlled
companywide decisions, including those of its subsidiaries, related to marketing,
advertising, climate change and greenhouse gas emissions from its fossil fuel
products, and communications strategies concerning climate change and the link
between fossil fuel use and climate-related impacts on the environment and
communities. Exxon Mobil Corporation’s Board holds the highest level of direct
responsibility for climate change policy within the company. Exxon Mobil
Corporation’s Chairman of the Board and Chief Executive Officer, its President and
the other members of its Management Committee are actively engaged in
discussions relating to greenhouse gas emissions and the risks of climate change on
an ongoing basis. Exxon Mobil Corporation requires its subsidiaries to provide an
estimate of greenhouse gas-related emissions costs in their economic projections

when seeking funding for capital investments.

13 EXXON MOBIL CORPORATION, FORM 10-K: ANNUAL REPORT PURSUANT TO
SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT OF 1934 34 (FEB. 28,
2018).
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g.  Defendants Exxon Mobil Corporation, ExxonMobil Oil
Corporation, XTO Energy, Inc., and their predecessors, successors, parents,
subsidiaries, affiliates, and divisions, are collectively referred to herein as “Exxon.”

h.  The State’s claims against Exxon arise out of the acts and
omissions of Exxon in Delaware and Exxon’s actions elsewhere that caused the
injuries in Delaware.

L. Exxon consists of numerous divisions and affiliates in all areas
of the fossil fuel industry, including exploration for and production of crude oil and
natural gas; manufacture of petroleum products; and tranéportation, promotion,
marketing, and sale of crude oil, natura'l gas, and petroleum products. Exxon is also
a major manufacturer and marketer of commodity petrochemical products.

J- Exxon has and continues to purposefully direct its tortious
conduct toward Delaware by intentionally and wrongfully marketing, advertising,
promoting, and supplying its fossil fuel products in Delaware, with knowledge that
those products have caused and will continue to cause climate crisis-related injuries
in Delaware, including the State’s injuries. Exxon’s statements in and outside of
Delaware made in furtherance of its campaign of decepﬁon and denial, and its
chronic failure to warn consumers of global warming-related hazards when it
marketed, advertised, and sold its products both in and outside of Delaware, were

intended to conceal and mislead consumers and the public, including the State and
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its residents, about the serious adverse consequences from continued use of Exxon’s
products. That conduct was intended to reach and influence the State, as well as its
residents, among others, to continue unabated use of Defendants’ fossil fuel products
in and outside Delaware, resulting in the State’s injuries.

k. Over the last twenty-five years, Exxon spent millions of dollars
on radio, television, and outdoor advertisements in the Delaware market related to
its fossil fuel products. At least as far back as 1972 and as recently as 2020, Exxon
also advertised in print publications circulated widely to Delaware consumers,
including but not limited to The Atlantic, The Economist, Fortune Magazine, The
New York Times, People, Sports lllustrated, Time Magazine, The Washington Post,
and The Wall Street Journal. These advertisements contained no warning
commensurate with the risks of their products. Moreover, these advertisements also
contained false or misleading statements, misrepresentations, and/or material
omissions obfuscating the connection between Exxon’s fossil fuel products and

* climate change, and/or misrepresenting Exxon’s products or Exxon itself as
environmentally friendly.

L. A significant amount of Exxon’s fossil fuel products are or have
been transported, traded, distributed, promoted, marketed, manufactured, sold,
and/or consumed in Delaware, from which Exxon derives and has derived

substantial revenue. For example, Exxon directly and through its subsidiaries and/or
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predecessors-in-interest supplied substantial quantities of fossil fuel products to
Delaware during the period relevant to this litigation. Exxon conducts and controls,
either directly or through franchise agreements, retail fossil fuel sales at gas station
locations throughout Delaware, at which it promotes, markets, and advertises its
fossil fuel products under its Exxon and/or Mobil brand names. During the period
relevant to this Complaint, Exxon sold a substantial percentage of all retail gasoline
in Delaware.

m.  Exxon historically directed its fossil fuel product advertising,
marketing, and promotional 'campaigné to Delaware residents, including inaps of
Delaware identifying the locations of its service stations. Exxon continues to market
and advertise itls fossil fuel products in Delaware to Delaware residents by
maintaining an interactive website available to prospective customers by which it
directs Delaware residents to Exxon’s nearby retail service stations and lubricant
distributors. Further, Exxon promotes its products in Delaware by regularly
updating and actively promoting its mobile device application, “Exxon Mobil
Rewards+,” throughout the state of DelaWare, which encourages Delaware users to
consume fuel at Exxon stations in Delaware in exchange for rewards on every fuel

purchase.
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25. Hess Corporation

a. Defendant Hess Corporation, formerly known as Amerada
Petroleum Corporation and Amerada Hess Corporation, is a multinational fossil fuel
company engaged in exploration, development, production, transportation,
purchase, sale, marketing, and promotion of crude oil, natural. gas liquids, and
natural gas. Hess Corporation is incorporated in Delaware and maintains its
principal executive office in New York, New York.

b.  Hess Corporation controls and has controlled companywide
decisions about the quantity and extent of its fossill fuel production and sales,
including those of its subsidiaries. Hess Corporation determines whether and to
what extent its holdings market, produce, and/or distribute fossil fuel products.

c.  Hess Corporation controls and has controlled companywide
decisions, including those of its subsidfaries, related to marketing, advertising,
climate change and greenhouse gas emissions from its fossil fuel products, and
communications strategies concerning climate change and the link between fossil
fuel use and climate-related impacts on the environment and communities.

d.  Hess Corporation and its predecessors, successors, parents,
subsidiaries, affiliates, and divisions, are collectively referred to herein as “Hess.”

e. Hess wfongfully distributed, marketed, advertised, and promoted

its products in Delaware, with knowledge that those products would cause climate
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crisis-related injuries in Delaware, including the State’s injuries. Hess’s statements
in and outside of Delaware made in furtherance of its campaign of deception and
denial, and its chronic failure to warn consumers of global warming-related hazards
when it marketed, advertised, and sold its products both in and outside of Delaware,
were intended to conceal and mislead consumers and the public, including thé State
and its residents, about the serious adverse consequences from continued use of
Hess’s products. That conduct was intended to reach and influence the State, as well
as its residents, among others, to continue unabated use of Defendants’ fossil fuel
products in and outside Delaware, resulting in the State’s injuries.

f. A significant amount of Hess’s fossil fuel products have been
transported, traded, distributed, promoted, marketed, manufactured, sold, and/or
consumed in Delaware, from which Hess has derived substantial revenue. For
example, during the time relevant to this complaint, Hess owned, operated, and/or
franchised Hess-branded service stations in Delaware at which it marketed and sold
its fossil fuel products.

26. Marathon Entities: Marathon QOil Corporation, Marathon Oil

Company, Marathon Petroleum Corporation, Marathon Petroleum Company
LP, Speedway LL.C
a. Defendant Marathon Oil Corporation is engaged in the

exploration and production of crude oil, natural gas, and oil sands. Marathon Oil
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Corporation is incorporated in Delaware with its corporate headquarters in Hous;con,
Texas.

b.  Marathon Oil Corporation controls and has controlled
companywide decisions about the quantity and extent of its fossil fuel production
and sales, including those of its subsidiaries. Marathon Oil Corporation determines
whether and to what extent its holdings market, produce, and/or distribute fossil fuel
products.

C. Marathon Oil Corporation controls and has controlled
companywide decisions, including those of its subsidiaries, related to marketing,
advertising, 4climate change and greenhouse gas emissions from its fossil fuel
products, and communications strategies concerning climate change and the link
between fossil fuel use and climate-related impacts on the environment and
communities.

d.  Defendant Marathon Oil Company is a wholly owned
subsidiary of Marathon Oil Corporation that acts on Marathon Oil Corporation’s
behalf and is subject to Marathon Qil Corporation’s control. Marathon Oil Company
1s engaged in the exploration and production of crude oil, natural gas, and oil sands.
Marathon Oil Company is incorporated in Delaware with its principal place of

business in Houston, Texas.
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e. Defendant Marathon Petroleum Corporation is a
multinational energy company incorporated in Delaware and with its principal place
of business in Findlay, Ohio. Marathon Petroleum Corporation was spun off from
the operations of Marathon Oil Corporation in 2011. It consists of multiple
subsidiarie§ and affiliates involved in fossil fuel product refining, marketing, retail,

~and transport, including both petroleum | and natural gas products. Marathon
Petroleum Corporation merged in October 2018 with Andeavor Corporation,
formerly known as Tesoro Corporation.

f. Marathon Petroleum Corporation controls and has coﬁtrolled
companywide decisions about the quantity and extent of‘ its fossil fuel production
and sales, including those of its subsidiaries. Marathon Petroleum Corporation
determines v;/hether and to what extent its holdings market, produce, and/or
distribute fossil fuel products.

g.  Marathon Petroleum Corporation controls and has controlled
companywide decisions, including those of its subsidiaries, related to marketing,
advertising, climate change and greenhouse gas emissioﬁs from its fossil fuel
products, and communications strategies concerning climate change and the link
between fossil fuel use and climate-related impacts on the environment and

communities.
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h. Defendant Marathon Petroleum Company LP is a wholly
owned subsidiary of Marathon Petroleum Corporation that acts on Marathon
Petroleum Corporation’s behalf and is subject to Marathon Petroleum Corporation’s
control. Marathon Petroleum Company LP is a vertically integrated fossil fuel
refining, marketing, and transporting company. Marathon Petroleum Company LP
is incorporated in Delaware with its headquarters and principal place of business in
Findlay, Ohio.

1. Defendant Speedway LLC is a wholly owned subsidiary of
Marathon Petroleum Corporation that acts on Marathon Petroleum Corporation’s
behalf and is subject to Marathon Petroleum Corporation’s control. Speedway LLC
is incorporated in Delaware with its principal place of business in Enon, Ohio.
Speedway LLC is the one of the largest convenience store chains in the country,
including a number of stores in Delaware. Speedway LLC was formerly known as,
and did or does business as, and/or is the successor in liability to EMC Marketing,
LLC and Speedway Superamerica LLC.

] Defendants Marathon Oil Corporation, Marathon Oil Company,
Marathon Petroleum Corporation, Marathon Petroleum Company LP, Sbeedway
LLC, and their predecessors, successors, parents, subsidiaries, affiliates, and

divisions, are collectively referred to herein as “Marathon.”
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k.  Marathon wrongfully distributed, marketed, advertised, and
promoted its products in Delaware, with knowledge that those products would cause
climate crisis-related injuries in Delaware, including the State’s injuries. Marathon’s
statements in and outside of Delaware made in furtherance of its campaign of
deception and denial, and its chronic failure to warn consumers of global warming-
related hazards when it marketed, advertised, and sold its products, were intended to
conceal and mislead consumers and the public about : the serious adverse
consequences from continued use of Marathon’s products. That conduct was
intended to reach and influence the State, as well as its residents, among others, to
continue unabated use of Defendants’ fossil fuel products, resulting in the State’s
injuries.

1. A signiﬁéant amoﬁnt of Marathon’s fossil fuel products are or-
have been transported, traded, distributed, promoted, marketed, manufactured, sold,
and/or consumed in Delaware, from which Marathon has derived substaritial
revenue.

27. Murphy Oil Entities: Murphy Qil Corporation and Murphy USA,

Inc.
a. Defendant Murphy Qil Corporation is a vertically integrated,
global oil and natural gas exploration and production company headquartered in

Houston, Texas and incorporated in Delaware. Murphy Oil Corporation consists of
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numerous divisions, subsidiaries, and affiliates engaged in various aspects of the
fossil industry, including exploration and production of crude oil, natural gas and
natural gas liquids worldwide.

b. Murphy Oil Corporation controls and has controlled
companywide decisions about the quantity and extent of fossil fuel production and
sales, including those of its subsidiaries. Murphy Oil Corporation’s Board of
Directors determines whether and to what extent its subsidiary holdings produce
fossil fuel products. |

C. Murphy Oil Corporation controls and has controlled
companywide decisions, including those of its subsidiaries, related to marketing,
advertising, climate change and greenhouse gas emissions from its fossil fuel
products, and communications strategies concerning climate change and the link
between fossil fuel use and climate-related impacts on the environment and
communities.

d.  Defendant Murphy USA Inc. is a Delawaré corporation with its
headquarters in El Dorado, Arkansas. Murphy was incorporated in 2013 and holds,
through its subsidiaries, the former U.S. retail marketing business of its former
parent company, Murphy Oil Corporation, plus other assets and liabilities of Murphy

Oil Corporation that supported the activities of the U.S. retail marketing operations.
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é. Murphy Oil Corporation and Murphy USA Inc., and their
predecessots, ‘successors, parents, | subsidiaries, affiliates, aﬁd divisions, are
collectively referred to herein as “Murphy.”

f. - Murphy has and continues to Wrongfully distribute, market,
advertise, promote, and supply its products, with knowledge that those products have
caused and will continue to cause climate crisis-related injuries in Delaware,
including the State’s injuries. Murphy’s statements made in furtherance of its
campaign of deception and denial, and its chronic failure to warn consumers of
global warming-related hazards when it marketed, advertised, and sold its products,
were intended to conceal and mislead consumers and the public, including the State
and its residénts, about the serious adverse consequences from continued use of
Murphy’s prodﬁc;cs. ‘That conduct was intended to reach and influence the Staté, as
well as its residents, among others, to continue unabated use of Defendants’ fossil
fuel products, resulting in the State’s injuries. |

28.  Shell Entities: Royal Dutch Shell PLC, Shell Oil Company

a. Defendant Royal Dutch Shell PLC is a vertically integrated,
multinational energy and petrochemical company. Royal Dutch Shell is
incorporated in England and Wales, with its headquarters and principal place of
business in The Hague, Netherlands. Royal Dutch Shell PL.C consists of numerous

divisions, subsidiaries and affiliates engaged in all aspects of the fossil fuel industry,
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including exploration, development, - extraction, manufacturing and energy
production, transport, trading, marketing, and sales.

b. Royal Dutch Shell PLC controls and has controlled
companywide decisions about the quantity and extent of fossil fuel production and
sales, including those of its subsidiaries. Royal Dutch Shell PLC’s Board of
Directors determines whether and to what extent Shell subsidiary holdings around |
the globe produce Shell-branded fossil fuel products. For instance, in 2015, a Royal
Dutch Shell PLC subsidiary employee admitted in a deposition that Royal Dutch
Shell PLC’s Board of Directors made the decision about whether to drill a particular
oil deposit off the coast of Alaska.

C. | Royal - Dutch Shell PLC controls and haé controlléd
companywide decisions, including those of its subsidiaries, relafed to marketing,
advertising, climate change and greenhouse gas emissions from its fossil fuel
products, énd communications strategies concerning climate cﬁange and the link
between fossil fuel use and climate-related impacts on the environment and
communities. Overall accountability for climate change within the Shell group of
companies lies with Royal Dutch Shell PLC’s Chief Executive Officer and
Executive Committee. For instance, at least as early as 1988, Royal Dutch Shell
PLC, through its subsidiaries, was researching companywide CO, emissions and

concluded that the Shell group of companies accounted for “4% of the CO, emitted
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worldwide from combustion,” and that climatic changes could compel thé Shell
group, as controlled by Royal Dutch Shell PLC, to “examine the possibilities of .
expanding and contracting [its] business accordingly.”'* Royal Dutch Shell PLC’s
CEO has stated that Royal Dutch Shell PLC Would reduce the carbon footprint of its
pfoducts, including those of its subsidiaﬁes “by reducing the net carbon footprint of
the full range of Shell emissions, from our operations and from the consumption of
our products.”’® Additionally, in November 2017, Royal Dutch Shell PLC
announced it would reduce the carbon footprint of “its energy products” by “around”
half by 2050.'¢ Royal \Iﬂ)utch Shell PLC’s effort is inclusive of all fossil fuél products
produced under the Shell brand, including those of its subsidiaries.

d. Defendant Shell Oil Company is a wholly owned subsidiary of
Royal Dutch Shell PLC that acts on Royal Dutch Shell PLC’s behalf and subject to
Royal Dutch Shell PLC’s control. Shell Oil Company is incorporated in Delaware

and with its principal place of business in Houston, Texas. Shell Oil Company was

14 HEALTH, SAFETY, & ENVTL. DIV., SHELL INTERNATIONALE PETROLEUM
MAATSCHAPPIJ B.B., THE GREENHOUSE EFFECT (REPORT SERIES HSE 88-001) 29
(1988). _

15 Royal Dutch Shell PLC Press Release, Management Day 2017: Shell Updates
Company Strategy and Financial Outlook, and Outlines Net Carbon Footprint
Ambition, SHELL GLOBAL COMPANY WEBSITE (Nov. 28, 2017),
https://www.shell.com/media/news-and-media-releases/201 7/management-day-
2017-shell-updates-company-strategy.html.

16 1d.
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formerly known as, did or does business as, and/or is the successor in liability to
Deer Park,Reﬁniné> LP, Shell Oil, Shell Oil Products, Shell Chemical, Shell Trading
US, Shell Trading (US) Company, Shell Energy Services, Texaco Inc., The Pennzoil
Compény, Shell Oil Products Company LLC, Shell Oil Products Company, Star
Enterprise, LLC, and Pennzoil-Quaker State'Company.

€. Defendants Royal Dutch Shell PLC, Shell Oil Company, and
their predecessors, successors, parents, subsidiaries, affiliates, and divisions, are
collectively referred to herein as “Shell.”

f. The State’s claims against Shell arise out of the acts and |
omissions of Shell in Delaware and Shell’s actions elsewhere that caused the injuries
in Delaware.

g. Shell has an(i continués_to purposefﬁlly direct its tortious éonduct
toward Delaware by .intentionally and wrongfully distributing, marketing,
advertising, promoting, and supplying its products in Delaware, with knowledge that
those products havc éaused and will continue to cause climate crisis-related injuries
in Delaware, including the State’s injuries. Shell’s statements in and outside of
Delaware made in furtherance of its campaign of deception and denial, and its
chronic failure to warn consumers of global warming-related hazards when it
marketed, advertised, and sold its products both in and outside of Delaware, were

intended to conceal and mislead consumers and the public, including the State and
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its residents, about the serious adverse consequences from continued use of Shell’s
products. That conduct was intended to reach and influence the State, as well as its
residents; among others, to continue unabated use of Defendants’ fossil fuel products
in and outside Delaware, resulting in the State’s injuries.

h. Over the last twenty-five years, Shell spent millions of dollars on
radio, television, and outdoor advertisements in the Delaware market related to its
fossil fuel products. At least as far back as 1970 and as recently as 2020, Shell also
advertised in print publications circulated widely to Delaware consumers, including
but not limited to The Atlantic, Life Magazine, The New York Times, Peéplé, Sports
Hllustrated, Time Magazine, The Washington Post, and The Wall Street Journal.
These advertisements contained no warning commensurate with the risks of Shell’s
products. Moréover, ‘;cﬁese advertisements also contained false or misleading
statements, misrepresentations, and/or material omissions obfuscating the
connection between Shell’s fossil fuel( products and climate change, and/or
misrepresenting Shell’s products or Shell itself as environmentally friendly.

1 A significant amount of Shell’s fossil fuel products are or have
been transported, traded, distributed, promoted, marketed, manufactured, sold,
and/or consumed in Delaware, from which Shell derives and has derived substantial
revenue. From approximately 1998-2004, Shell owned and operated the Delaware

City Refinery as part of its joint venture Motiva Enterprises LLC. Among other
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endeavors, Shell conducts and controls, either directly or through franchise
agreements, retail fossil fuel sales at gas station locations throughout Delaware, at
which it promotes, markets, and advertises its fossil fuel products under its Shell
brand name. During the period relevant to this Complaint, Shell sold a substantial
percentage of all retail gasoline sold in Delaware. Shell also supplies, markets, and
promotes its Pennzoil line of lubricants at retail and service stations throughout
Delaware, including at Target and Walmart.

J- Shell historically directed its fossil fuel product advertising,
marketing, and promotional campaigns to Delaware, including maps of Delaware
1dentifying the locations of its service stations. Shell markets and advertises its
fossil fuel products in Delaware to Delaware residents by maintaining an interactive
website available to prospective customers by which it direc'ts Delaware residents to
Shell’s nearby retail service stations. Shell offers a proprietary credit card known as
the “Shell Fuel Rewards Card,” which allows consumers in Delaware to pay for
gasoline and other products at Shell-branded service stations, and which encourages
consumers to use Shell-branded gas stations by offering various rewards, including
discounts on gasoline purchases. Shell further maintains a smartphone application
known as the “Shell US App” that offers Delaware consumers a cashless payment
method for gasoline and other products at Shell-branded service stations. Delaware

consumers utilize the payment method by providing their credit card information
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through the application. Delaware consumers can also receive rewards, including
discounts on gasoline purchases, by registering‘ their personal identifying
information in the Shell US App and using the application to identify and activate
gas pumps at Shell service stations during a pufchase.

29. Citgo Petroleum Corporation

a. - Defendant Citgo Petroleum Corporation is a multinational
energy company that is a direct, wholly owned subsidiary of PDV Amefica,
Incorporated, which is a wholly owned subsidiary of PDV Holding, Incorporated.
Citgo Petroleum Corporation is incorporated in Delaware and maintains its
headquarters in Houston, Texas.

b. Citgo Petrsleum Corporation controls and -has controlled
companywide decis-ior-1s. aboﬁt thé quaﬁtity and extent of its fossil fuel production
_and sales, including those of its subsidiaries. Citgo Petroleum Corporation
determines whether and to what extent its holdings market, produce, and/or
distribute fossil fuel products.

C. Citgo Petroleum Corporation controls and has controlled
companywide decisions, including those of its subsidiaries, related to marketing,
advertising, climate changé and greenhouse gas emissions from its fossil fuel

products, and communications strategies concerning climate change and the link
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between fossil fuel use and climate-related impacts on the environment and
communities.

d. Defendant Citgo Petroleum Corporation and its predecessors,
successors, parents, subsidiaries, affiliates, and divisions, are collectively referred to
herein as “Citgo.”

e. Citgo has wrongfully distributed, marketed, advertised, and
promoted its products in Delaware, with knowledge that those products would cause
climate crisis-related injuries in Delaware, including the State’s injuries. Citgo’s
statements in and outsidé of Delaware made in furtherance of its campaign of
deception and denial, and its chronic failure to warn consumers of global warming-
related hazards when it marketed, advertised, and sold its products both in and
6utside of Delaware, were intended to conceal and mislead consumers and the
public, including the State and its residents, about the serious adverse consequences
from continued use of Citgo’s products. That conduct was intended to reach and
influence the State, as well as its residents, among others, to continue unabated use
of Defendants’ fossil fuel products in and outside Delaware, resulting in the State’s
injuries.

f. A significant amount of Citgo’s fossil fuel products are or have
been transported, traded, distributed, promoted, marketed, manufactured, sold,

and/or consumed in Delaware, from which Citgo has derived substantial revenue.
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For instance, Citgo has marketed, sold, and/or distributed heating oil in Delaware
including through the CITGO — Venezuela Heating Oil program, a heating oil
assistance program. Additionally, Citgo markets and/or has marketed gasoline and
other fossil fuel products to consumers, including through Citgo-branded petroleum
service stations in Delaware. Citgo owns and operates an interactive webpage that
allows consumers to locate Citgo-branded gas stations in Delaware.

30. Total Entities: Total S.A., Total Specialties USA Inc.

a. Defendant Total S.A. 1s a French energy conglomerate, with its
headquarters in Courbevoi, France.

b. Total S.A. controls and has controlled companywide decisions
about the quantity and extent of its fossil fuel production and sales, including those
of its subsidiaries. Total S.A. determines whether and to what extent its holdings
market, produce, and/or distribute fossil fuel products.

C. Total S.A. controls and has controlled companywide decisions,
including those of its subsidiaries, related to marketing, advertising, climate change
and greenhouse gas emissions from its fossil fuel products, and communications
strategies concerning climate change and the link between fossil fuel use and
climate-related impacts on the environment and communities.

d. Defendant Total Speciaities USA Imc. is a wholly owned

subsidiary of Total S.A. involved in the marketing and distribution of Total S.A.’s
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fossil fuel products. Total Specialties USA Inc. is incorporated in Delaware and
headquartered in Houston, Texas.

€. Defendants Total S.A., Total Specialties USA Inc., and their
predecessors, successors, parents, subsidiaries, affiliates, and divisions, are
collectively referred to herein as “Total.”

f. The State’s claims against Total arise out of the acts and
omissions of Total in Delaware and Total’s actions elsewhere that caused the injuries
in Delaware.

g. Total’s statements in and outside of Delaware made in
furtherance of its campaign of deception and denial, and its chronic failure to warn
consumers of global warming-related hazards when it marketed, advertised, and sold
its products, were intended to conceal and mislead consumers and the public about
the serious adverse consequences from continued use of Total’s products. That
conduct was intended to reach and influence the State, as well as its residents, among
others, to continue unabated use of Defendants’ fossil fuel products, resulting in the
State’s injuries.

31.  Occidental Petroleum Corporation

a. Defendant Occidental Petroleum Corporation is a
multinational, vertically integrated energy and chemical company incorporated in

Delaware and with its principal place of business in Houston, Texas. Occidental’s
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operations consist of three segments: (1) the exploration for, extraction of, and
production of oil and natural gas products; (2) the manufa?:ture and marketing of .
chemicals and vinyls; and (3) processing, transport, storage, purchase, and marketing
of oil, natural gas, and power.

b.  Occidental Petroleum Corporation controls and has controlled
companywide decisions about the quantity and extent of its fossil fuel production
and sales, including those of its subsidiaries. Occidental Petroleum Corporation
determines whether and to what extent its holdings market, produce, and/or
distribute fossil fuel products.

C. Occidental Petroleum Corporation controls and has controlled
- companywide decisions, including those of its subsidiaries, related to marketing,
advertising, climate change and greenhouse gas emissions from its fc;ssil Afuel
products, and communications strategies concerning climate change and the link
between foésil fuel use and climate-related impacts on the environmént and
communities.

d. The State’s claims against Occidental Petroleum Corporation
arise out of the acts and omissions of Occidental Petroleum Corporation in Delaware
and Occidental Petroleum Corporation’s actions elsewhere that caused the injuries

in Delaware.
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e. Defendant Occidental | Petroleum Corporation and its
predecessors, successors, parents, subsidiaries, affiliates, and divisions, are
collectively referred to herein as “Occidental.”

f. Occidental’s statements in and outside of Delaware made in
furtherance of its campaign of deception and denial, and its chronic failure to warn
consumers of global warming-related hazards when it marketed, advertised, and sold
its products, were intended to conceal and mislead consumers and the public about
the serious adverse conéequences from continued use of Occidental’s products. That
conduct was intended to reach and influence the State, as well as its residents, among
others, to continue unabated use of Defendants’ fossil fuel products, resulting in the
State’s injuries.

32. Devon Energy Corporation

a. Defendant Devon Energy Corporation is an independent
energy company engaged in the exploration, development, and production of oil,
and natural gas. It is incorporated in Delaware and maintains its principal place of
business in Oklahoma City, Oklahoma. Devon is engaged in multiple aspects of the
fossil fuel industry, including exploration, development, production, and marketing
of its fossil fuel products.

b. Devon Energy Corporation controls and has controlled

companywide decisions about the quantity and extent of its fossil fuel production
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and sales, including those of its subsidiaries. Devon Energy Corporation determines
whether and to what extent its holdings market, produce, and/or distribute fossil fuel
products.

C. Devon Energy Corporation controls and has controlled
companywide decisions, including those of its subsidiaries, related to marketing,
advertising, climate change and greenhouse gas emissions from its fossil fuel
products, and communications strategies concerning climate change and the link
between fossil fuel use and climate-related impacts on the environment and
communities.

d. Defendant Devon Energy Corporation and its predecessors,
successors, parents, subsidiaries, affiliates, and divisions, are collectively referred to
herein as “Devon.”

e. Devon’s statements in and outside of Delaware made in
furtherance of its campaign of deception and denial, and its chronic failure to warn
consumers of global warming-related hazards when it marketed, advertised, and sold
its products, were intended to conceal and mislead consumers and the public about
the serious adverse consequences from continued use of Devon’s products. That
conduct was intended to reach and influence the State, as well as its residents, among
others, to continue unabated use of Defendants’ fossil fuel products, resulting in the

State’s injuries.
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33. Apache Corporation

a. Defendant Apache Corporation is a publicly traded Delaware
corporation with its principal place of business in Houston, Texas. Apache is an oil
and gas exploration and production company, with crude oil and natural gas
exploration and extraction operations in the United States, Canada, Egypt, and in the
North Sea.

b.  Apache Corporation controls and has controlled companywide
decisions about the quantity and extent of its fossil fuel production and sales,
including those of its subsidiaries. Apache Corporation determines whether and to
what extent its holdings market, produce, and/or distribute fossil fuel products.

C. Apache Corporation controls and has controlled companywide
decisions, including those of its subsidiaries, related to marketing, advertising,
climate change and greenhouse gas emissions from its fossil fuel products, and
communications strategies concerning climate change and the link between fossil
fuel use and climate-related impacts on the environment and communities.

d. Defendant Apache Corporation and its predecessors, successors,
parents, subsidiaries, affiliates, and divisions, are collectively referred to herein as
“Apache.”

e. Apache’s statements in and outside of Delaware made in

furtherance of its campaign of deception and denial, and its chronic failure to warmn
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consumers of global warming-related hazards when it marketed, advertised, and sold
its products, were intended to conceal and mislead consumers and the public about
the serious adverse consequences from continued use of Apache’s products. That
conduct was intended to reach and influence the State, as well as its residents, among
others, to continue unabated use of Defendants’ fossil fuel products, resulting in the
State’s injuries.

34. CONSOL Entities: CNX Resources Corporation, CONSOL

Energy Inc.

‘a.  Defendant CNX Resources Corporation is a vertically
integrated energy corhpany thgt is or has been involved in coal mining, oil and
natural gas exploration and production, fossil fuel product distribution, and fossil
fuel product marketing. CNX Resources Corporation is incorporated in Delaware,
with its principal place of business in Canonsburg, Pennsylvania. CNX Resources
Corporation was formerly known as CONSOL Eneréy Inc. CONSOL Energy Inc.
and its predecessors in interest mined and sold coal since the 1860s. In 2017, CNX
Resources Corporation split its coal mining and related downstream operations into
a new entity, also called CONSOL Energy Inc.

b. CNX Resources Corporafion controls and has controlled
companywide decisions about the quantity and extent of fossil fuel production,

including those of its subsidiaries.
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C. CNX Resources Corporation controls and has controlled
companywide decisions, including those of its subsidiaries, related to marketing,
advertising, climate chahge and greenhouse gas emissions from its fossil fuel
products, and communications strategies concerning climate change and the link
between fossil fuel use and climate-related impacts on the environment and
communities.

d.  Defendant CONSOL Energy Inc. is an energy company
involved in coal mining and production. CONSOL Energy Inc. is incorporated in
Delaware and has its principal place of business in Canonsburg, Pennsylvania.
CONSOL Energy Inc. was formerly known as, did or does business as, and/or is the
successor in liability to CONSOL.Mining Corporation and/or CNX Resources
Corporation. |

€. CONSOL Energy Inc. controls and has controlled companywide
decisions about the quantity aﬁd extent of fossil fuel production, including those of

~ its subsidiaries.

f. CONSOL Energy Inc. controls and has controlled companywide
decisions, iﬁcluding those of its subsidiaries, related to marketing, advertising,
climate change and greenhouse gas emissions from its fossil fuel products, and
communications strategies concerning climate change and the link between fossil

fuel use and climate-related impacts on the environment and communities.
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g. Defendants CNX Resources Corporation, CONSOL Energy Inc.,
and their predecessors, successors, parents, subsidiaries, affiliates, and divisions are
collectively referred to herein as “CONSOL.”

h. CONSOL’s statements in and outside of Delaware made in
furtherance of its campaign of deception and denial, and its chronic failure to warn
consumers of global warming-related hazards when it marketed, advertised, and sold
its products, were intended to conceal and mislead consumers and the public about
the serious adverse consequences from coﬁtinued use of CONSOL’s products.” That
conduct was intended to reach and influence the State, as well as its residents, among
others, to continue unabated use of Defendants’ fossil fuel products, resulting in the
State’s injuries.

- 35. Ovinti\-f. Ihc. ,

a. ' Defendant Ovintiv, Inc. is an extractor and marketer of oil and
natural gas, headquartered in Denver, Colorado and incorporated in Delaware.
Ovintiv, Inc. was formerly known as Encana Corporation, a Canadian corporaﬁon
with its principal place of business in Calgary, Alberta, Canada. Ovintiv, Inc. has
facilities including gas plants and gas wells in Colorado, Texas, Wyoming, |
Louisiana, and New Mexico. By approximately 2005, Ovintiv, Inc. was the largest

independent owner and operator of natural gas storage facilities in North America.
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b.  Ovintiv, Inc. controls and has controlled companywide decisiAons
about the quantity and extent of its fossil fuel production and sales, including those
of its subsidiaries. Ovintiv, Inc. determines whether and to what extent its holdings
market, produce, and/or distribute fossil fuel products.

c.  Ovmtiv, Inc. controls and has controlled companywide
decisions, including those of its subsidiaries, related to marketing, advertising,
climate change and greenhouse gas emissions from its fossil fuel products, and
communications strategies concerning climate change and the link between fossil
fuel use and climate-related impacts on the environment and communities.

d. - Defendant Ovintiv, Inc. and its predecessors, successors, parents,
subsidiaries, affiliates, and divisions, are collectively referred to herein as “Ovintiv.”

e.  Ovintiv’s statements in and outside of Delaware made in
furtherance of its campaign of deception and denial, and its chronic failure to warmn
consumers of global warming-related hazards when it marketed, advertised, and sold
its'products, were intended to conceal and mislead consumers and the public about
the serious adverse consequences from continued use of Ovintiv’s products. That
conduct was intended to reach and inﬂugnce the State, as well as its residents, among
others, to continue unabated use of Defendants’ fossil fuel products, resulting in the

State’s injuries.
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36. Defendants BP, Chevron, Conocophillips, Phillips 66, Exxon, Hess,
Marathon, Murphy, Shell, Citgo, Total, Occidental, Devon, Apache, CONSOL, and
Ovintiv are collectively referred to as “Fossil Fuel Defendants.”

37. American Petroleum Institute

a. Defendant American Petroleum Institute (“API”) is a nonprofit
corporation based in the District of Columbia and registered to- do business in
Delaware. API was created in 1919 to represent the American petroleum industry
as a whole. With more than 600 members, API is the country’s largest oil trade
association. API’s purpose is to advance its individual members’ colle;:tive business
interests, which includes increasing consumer consumption of oil and gas to the
Fossil Fuel Defendants’ financial benefit. Among other functions, API also
coordinates among mé;ﬁbers of the betroleum industry, gathers informatjon of
interest to the industry and disseminates that information to its members.

b.  Acting on behalf of and under the supervision and control of the
Fossil Fuel Defendants, API has participated in and led several coalitions, front
groups, and organizations that have promoted disinformation about fossil fuel
products to consumers, including the Global Climate Coalition, Partnership for a
Better Energy Future, Coalition for American Jobs, Alliance for Energy and
Economic Growth, and Alliance for Climate Strategies. These front groups were

formed to provide climate disinformation and advocacy from a misleadingly
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objective source, when, in fact, they were financed and controlled by Fossil Fuel
Defendants. Fossil Fuel Defendants have benefited from the spread of this
disinformation, because, among other things, it has ensured a thriving consumer
market for oil and gas, resulting in substantial profits for Fossil Fuel Defendants.

C. APT’s stated mission includes “influenc[ing] public policy in
support of a strong, viable U.S. oil and natural gas industry,”!” which includes
increasing consumers’ consumption of oil and gas to Fossil Fuel Defendants’
financial benefit. In effect, API acts and has acted as a marketing arm for its member
companies. Over the last fifteen years, API spent millions of dollars on television,
newspaper, radio, and internet advertisements in the Delaware market.

d.  Member companies participate in API strategy, governance, and
operation through membership dues and by contributing company officers and other
personnel to API boards, committees, and task forces. Fossil Fuel Defendants have
collectively steered the policies and trade practices of API through membership,
Executive Committee roles, and/or budgetary funding of API. Fossil Fuel
Defendants used their control over and involvement in API to further their goal of
influencing consumer demand for their fossil fuel products through a long-term

advertising and communications campaign centered on climate change denialism.

17 American Petroleum Institute, 4bout API, https://www.api.org/about.
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Fossil Fuel Defendants directly supervised and participated in API’s misleading
messaging regarding climate change.

e. The following Fossil Fuel Defendants and/or their predecessors-
in-interest are and/or have been core API members at times relevant to this litigation:
BP, Chevron, ConocoPhillips, Exxon, Hess, Marathon, Murphy, Shell, Citgo, Total,
Occidental, Devon Energy, Apache Corporation, and Ovintiv. Executives from
some Fossil Fuel Defendants served on the API Executive Committee and/or as API
Chairman, which is akin to serving as a corporate officer. For example, Exxon’s
CEO served on API’s Executive Committee for fifteen of 25 years between 1991
and 2016 (1991, 1996-97, 2001, and 2005-2016). BP’s CEO served as API’s
Chairman in 1988, 1989, and 1998. Chevron’s CEO served as API Chairman in
1994, 1995, 2003, and 2012. Shell’s President served on API’s Executive
Committee from 2005-06. CbnocoPhillips Chairman and CEO Ryan Lance was
Board President from 2016 to 2018, and Exxon President and CEO Darren Woods
~ was Board President from 2018 to 2020. In 2020, API elected Phillips 66 Chairman
and CEO Greg Garland to serve a two-year term as the Board President. Executives
from ConocoPhillips, Hess, Marathon, Citgo, Total, and Occidental also served as
members of API’s Board of Directors at various times.

f. Relevant information was shared among API and Fossil Fuel

Defendants and their predecessors-in-interest through (1) API distributing
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information it held to its members and/or (2) participation of officers and other
personnel from Fossil Fuel Defendants and their predecessors-in-interest on API
boards, committees, and task forces.

C. Relevant Non-Parties: Defendants’ Agents and Front Groups

38. As set forth in greater detail below, each Fossil Fuel Defendant had
actual knowledge that its fossil fuel products were hazardous. Fossil Fuel
Defendants obtained knowledge of the hazards of their products independently and
through their membership and involvement in trade associations such as APIL

39. Fossil Fuel Defendants employed and financed several industry
associations, such as API, and industry-created front groups to serve their climate
change disinformation and denial mission. These organizations, acting on behalf of
and under the supervision and control of Fossil Fuel Defendants, assisted the
deception campaign by implementing public advertising and outreach campaigns‘to
discredit climate science, funding scientists to cast doubt upon climate science,
denying the human connection to climate change, and overall engaging in a
significant marketing campaign that misrepresented and concealed the dangers of
Fossil Fuel Defendants’ fossil fuel products with the aim of protecting or enhancing
Fossil Fuel Defendants’ sales to consumers, including consumers in Delaware.

Defendants actively supervised, facilitated, consented to, and/or directly participated

in the misleading messaging of these front groups, from which Fossil Fuel
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Defendants profited significantly, .including in the form of increased sales in
Delaware.

40. The National Mining Association (NMA) is a national trade

association incorporated in Delaware and headquartered in Washington, D.C.,
representing more than 250 corporations and organizations in the mining industry.
NMA was formed in 1995 through the merger of the National Coal Association,
which was founded in 1917, and the American Mining Congress, which was founded
in 1897. Both predecessor 6rganizations ‘'were members of the Global Climate ‘
Coalition, and the National Coal Association was linked to the 1991 Information
Council for the Environment campaign.

a. The following Fossil Fuel Defendants and/or their predecessors-
in-interest are and/of ha\.Ie'B»e;érn-I\I-MA members at times relevant to this litigation:
CONSOL, the Pittsburg and Midway Coal Mining Company (Chevron), and Island
Creek Coal (Occidental Petroleum).

b. CONSOL’s president and CEO currently serves as the Vice
Chairman of the Board for NMA, and the former president and CEO of Island Creek
Coal, previously served as the chairman.

C. NMA and API have been co-members of various organizations
that participated in Defendants’ campaign of deception, including thé Global

Climate Coalition (NMA’s predecessor, the National Coal Association was a
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founding member),'® Alliance for Climate Strategies,!® and Partnership for a Better
Energy Future.** Moreover, Jack Gerard, who served as API’s president and CEO

until 2018, previously served as the CEO for the NMA 2!

41. TheInformation Council for the Environment (ICE) was formed by

coal companies and their allies, including Western Fuels Association and the
National Coal Association. Associated companies included Pittsburg and Midway
Coal Mining (Chevron) and Occidental’s subsidiary, Island Creek Coal.

42. The Global Climate Coalition (GCC) was an industry group formed

to oppose greenhouse gas emission reduction initiatives. GCC was founded in 1989
shortly after the first meeting of the Intergovernmental Panel on Climate Change

(“IPCC”), the United Nations body for assessing the science related to climate

18 See Global Climate Coalition Membership, CLIMATEFILES (1989),
http://www climatefiles.com/denial-groups/global-climate-coalition-
collection/1989-membership.

19 Caroline Jones et al., Brown Univ. Climate and Development Lab,
Countermovement Coalitions: Climate Denialist Organizational Profiles (2018),
http://www .climatedevlab.brown.edu/uploads/2/8/4/0/28401609/covercountermove
mentcoalitions.2.2019.pdf.

- Herman K. Trabish, Industry asks EPA to reconsider new emissions rule,
UTILITYDIVE (July 24, 2014), https://www .utilitydive.com/news/industry-asks-epa-
to-reconsider-new-emissions-rule/290259.

21 Press Release, American Petroleum Institute, 4PI President and CEO Jack
Gerard To Depart in August (Jan. 17, 2018), https://www.api.org/news-policy-and-
issues/news/2018/01/17/api-president-and-ceo-jack-gerard-to-depart-in-august.
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change. GCC disbanded in or around 2001. Founding members included API,
PMAA, and the National Coal Association, a predecessbr of the National Mining
Association.”> Over the course of its existence, GCC corporate members included
Amoco (BP), API, Chevron, Exxon, Shell Oil, Texaco (Chevron), Occidental,
CONSOL (as Consolidation Coal Company), and Phillips ~ Petroleum
(ConocoPhillips). Over its existence other members and funders included ARCO
(BP), and the Western Fuels Association.
III.  JURISDICTION

43. Jurisdiction of this Court js proper under Article IV, Séction'7, of the
Delaware Constifution, Section 541 of Title 10 of the Delaware Code, and Section
3104 of Title 10 of the Delaware Code.

44,  This caéé quavli»ﬁeaswfoAl.r assignment to the Sﬁperior Court COmplex
Commercial Litigation Division because the amount in controversy exceeds one
million dollars ($1,000,000).

45. This Court has personal jurisdiction over Defendants because each
Defendant is, or was during the relevant time, incorporated in Delaware and/or

licensed to do business in Delaware; maintained or maintains their principal place

> Global Climate Coalition Membership, CLIMATEFILES (1989),
http://www .climatefiles.com/denial-groups/global-climate-coalition-
collection/1989-membership.
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of business in Delaware; is transacting or has transacted business in Delaware; is
contracting or has contracted to supply services or things in Delaware; has or does
derive substantial revenue from Delaware or engages in a persistent course of
conduct in Delaware; had or has interests in, uses, or possess real property in
Delaware; and/or caused tortious injury in Delaware and has intentionally engaged
in conduct aimed at Delaware, which has caused harm they knew was likely to be
incurred in Delaware. Each Defendant has sufficient contacts with Delaware to give:
rise to the current action, has continuous and systematic contacts with Delaware, or
has consented either explicitly or implicitly to the jurisdiction Qf this Court.

46. Additionally, jurisdiction is proper over non-resident defendants BP
plc, Chevron USA, Inc., Exxon Mobil Corporation, ExxonMobil Oil Corporation,
Royal Dutch Shell, and Total S.A..:

a. With respect to its subsidiaries, each non-resident defendant
parent?® controls and has controlled decisions about the quantity and extent of its
fossil fuel production and sales; determines whether énd to what extent to market,
produce, and/or distribute its fossil fuel products; and controls and has controlled
decisions related to its marketing and advertising, and specifically communications

strategies concerning climate change and the link between fossil fuel use and impacts

23 Except Chevron USA, Inc., which is itself a subsidiary.
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on the .environment. Each non-resident defendant parent has the power to direct and
control the resident subsidiaries named here. Thus, the subsidiaries are agents of the
parent. As agents, the subsidiaries of each non-resident defendant conducted
activities in Delaware at the direction of their parent companies and for the parent
companies’ benefit. Specifically, the subsidiaries furthered the parents’ campaign
of deception and denial through misrepresentations, omissions, and failures to warn,
which resulted in climate injuries in the State and increased sales to the parents.
Therefore, the subsidiaries’ jurisdictional activities are propetly attributed to the
parents, and serve as a basis to assert jurisdiction over the non-resident defendant
parents.

b.  All Fossil Fuel Defendants, by and through API and other
organizations like NMA, ICE, and GCC, conspired to conceal and misrepresent the |
known dangers of fossil fuels, to knowingly withhold information regarding the
effects of using fossil fuel products, to discredit climate change science and create
the appearance such science is uncertain, and to engage in massive campaigns to
promote heavy use of their fossil fuel products, which they knew would result in
injuries to the State. Through their own actions and through their membership and
participation in organizations like API and NMA, each Defendant was and is a
member of that conspiracy. Defendants committed substantial acts to further the

conspiracy in Delaware by making misrepresentations and omissions to Delaware
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consumers and failing to warn them about the disastrous effects of fossil fuel use. A
substantial effect of the conspiracy has also and will also occur in Delaware, as the
State has suffered and will suffer injuries from Defendants’ wrongful conduct
including, but not limited to, sea level rise, flooding, erosion, loss of wetlands and
beaches, ocean acidification, and other social and economic consequences of these
environmental changes. Defendants knew or should have known, based on
information passed to them from their internal research divisions and affiliates, trade
associations and industry groups, that their actions in Delaware and elsewhere would
result in these injuries in and to Delaware. Finally, the climate effects described
herein are direct and foreseeable results of Defendants’ conduct in furtherance of the
conspiracy.
IVv. FACTUAL BACKGROUND

'A. Defendants Are Responsible for Causing and Accelerating Climate
Change.

47. Human-caused warming of the Earth is unequivocal. As a result, the
atmosphere and oceans arelwarming, sea level i; rising, snow and iée cover is
diminishing, oceans are aéidifying, and hydrologic systems have been altered,
among other environmental changes.

48. The mechanism by which human activity causes global warming and

climate disruption is well established: ocean and atmospheric warming is
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overwhelmingly caused by anthropogenic greenhouse gas emissions.

49. Greenhouse gases are largely byproducts of humans combusting fossil
fuels to produce energy and using fossil fuels to create petrochemical products.

50. Prior to World War II, most anthropogenic CO, emissions were caused
by land-use practices, such as forestry and agriculture, which altered the ability of
the land and global biosphere to absorb CO; from the atmosphere; the impacts of
such activities on Earth’s climate were relatively minor. Since that time, however,
both the annual rate and total volume of anthropogenic CO; emissions have
increased enormously following the advent of major uses of oil, gas, and coal.

51.  The graph below illustrates that fossil fuel emissions are the dominant

source of increases in atmospheric CO; since the mid-twentieth century:

d Global anthropogenic CO, emissions Cumulative CO,
(d) Quantitative information of CH, and NG emission time series from 1850 to 1970 is limited emissions
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Figure 1: Global Anthropogenic CO, Emissions?*

24 IPCC 2014 SYNTHESIS REPORT, supra note 3, at 3.
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52. The recent acceleration of fossil fuel emissions has led to a
correspondingly sharp spike in atmospheric concentration of CO,. Since 1960, the
concentration of CO; in the atmosphere has gone from under 320 parts per million
(“ppm™) té approximately 415 ppm.?> The rate of growth of atmospheric CO, is also
accelerating. From 1960 to 1970, atmospheric CO, increased by an average of
approximately 1 ppm per year; in the last five years, it has increased by more than
2.5 ppm per sfear.26 |

53.  The graph below indicates the tight nexus between the sharp increase
in emissions from the combustion of fossil fuels and the steep rise of atmospheric

concentrations of CO2.

25 Global Monitoring Laboratory, Trends in Atmospheric Carbon Dioxide, NOAA
(last visited Sept. 4, 2020), https://www.esrl.noaa.gov/gmd/ccgg/trends.

26 Id.
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Figure 2: Atmospheric CO2 Concentration and Annual Emissions?’

- 54.  Because of the increased burning of fossil fuel products, concentrations

of greenhouse gases in the atmosphere are now at a level unprecedented in at least 3

million years.?

55.  As greenhouse gases accumulate in the atmosphere, the Earth radiates

less energy back to space. This accumulation and associated disruption of the

27 Rebecca Lindsey, Climate Change: Atmospheric Carbon Dioxide, NOAA (Aug.
14, 2020), https://www.climate.gov/news-features/understanding-climate/climate-

change-atmospheric-carbon-dioxide.

28 More CO; than ever before in 3 million years, shows unprecedented computer
simulation, SCIENCE DAILY (Apr. 3, 2019),
https://www.sciencedaily.com/releases/2019/04/190403155436.htm.
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Earth’s energy balance have myriad environmental and physical consequences,
including, but not limited to, the following:

a. Warming of the Earth’s average surface temperature both locally
and globally, and increased frequency and intensity of heatwaves; to date, global
average air temperatures have risen approximately 1 degree C (1 8 degrees F) above
preindustrial temperatures; temperatures in particular locations have risen more;

b. Sea level rise, due to the thermal expansion of warming ocean
waters and runoff from melting glaciers and ice sheets;

C. Flooding and inundation of land and infrastructure, increased
erosion, higher wave run-up and tides, increased frequency and severity of storm
surges, saltwater intrusion, and other impacts of higher sea levels;

d. Changes to the global climate, and generally toward longer
periods of drought interspersed with fewer and more severe periods of precipitation,
and associated impacts on the quantity and quality of water resources available to
both human and ecological systems;

e. Ocean acidification, due to the increased uptake of atmospheric
carbon dioxide by the oceans;

f. Increased frequency and intensity of extreme weather events due
to the increase in the atmosphere’s ability to hold moisture and increased

evaporation;
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g. Changes to terrestrial and marine ecosystems, and consequent
impacts on the range of flora and fauna; and

h.  Adverse impacts on human health associated with extreme
weather, extreme heat, decreased air quality, and vector-borne illnesses.

56. Asdiscussed below, these consequences of Defendants’ conduct and its
exacerbation of the climate crisis are already impacting Delaware, its communities,
and its resources; and will continue to increase in severity in Delaware. -

57.  Without Defendants’ exacerbation of global warming caused by their
conduct as alleged herein, the current physical and environmental changeé caused
by global warming Would have been far less than those observed to date. Similarly,
effects that will occur in the future would also be far less, or would be avoided
entirely.?

58. Defendants’ efforts between 1965 and the present to deceive about the
consequences of the normal use of their fossil fuel products; conceal the hazards of
those products from consumers; promote use of their fossil fuel products despite

knowing the dangers associated with those products; doggedly campaign against

29 See, e.g., Peter U. Clark, et al., Consequences of Twenty-First-Century Policy for
Multi-Millennial Climate and Sea-Level Change, 6 NATURE CLIMATE CHANGE 360,
365 (2016) (““Our modelling suggests that the human carbon footprint of about
[470 billion tons] by 2000 . . . has already committed Earth to a [global mean sea
level] rise of ~1.7m (range of 1.2 to 2.2 m).”).
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regulation of those products based on falsehoods, omissions, and deceptions; and
failure to pursue less hazardous alternative products available to them; unduly
inflated the market for fossil fuel products. Consequently, substantially more
anthropogenic greenhouse gases have been emitted into the environment than would
have been absent that conduct.

59. By quantifying greenhouse gas pollution attributable to Fossil Fuel
Defendants’ products and conduct, climatic and environmental responses to those
emissions are also calculable, and can be attributed to Fossil Fuel Defendants on an
individual and aggregate basis.

60. Defendants’ conduct caused a substantial portion of global atmospheric
greenhouse gas concentrations, and the attendant historical, projected, and
committed disruptions to the environment—and consequent injuries to Delaware, its
communities, and its resources—associated therewith.

61. Defendants, individually and together, have substantially and
measurably contributed to Delaware’s climate crisis-related injuries.

B. Defendants Went to Great Lengths to Understand, and Either

Knew or Should Have Known About, the Dangers Associated with
Their Fossil Fuel Products.

62. The fossil fuel industry has known about the potential warming effects
of greenhouse gas emissions since as early as the 1950s. In 1954, geochemist

Harrison Brown and his colleagues at the California Institute of Technology wrote

70



Case 1:20-cv-01429-UNA Document 1-1 Filed 10/23/20 Page 82 of 299 PagelD #: 218

to API, informing the trade association that preliminary measurements of natural
archives of carbon in tree rings indicated that fossil fuels had caused atmospheric
carbon dioxide levels to increase by about 5% since 1840.3° API funded the
scientists for various research projects, and measurements of carbon dioxide
continued for at least one year and possibly longer, although the results were never
published or otherwise made available to the public.’!

63. In 1957, HR. Brannon of Humble Oil (predecessor-in-interest to
ExxonMobil) measured an increase in atmospheric carbon dioxide similar to that
measured by Harrison Brown. Brannon communicated this information to APL.
Brannon knew of Brown’s measurements, compare.d them with his, and found they
agreed. Brannon published his results in the scientific literature, which was available

to Fossil Fuel Defendants and/or their predecessors-in-interest.>?

3% See Benjamin Franta, Early Oil Industry Knowledge of CO; and Global
Warming, 8 NATURE CLIMATE CHANGE 1024, 102425 (2018).

.

32 H.R. Brannon, Jr. et al., Radiocarbon Evidence on the Dilution of Aimospheric
and Oceanic Carbon by Carbon from Fossil Fuels, 38 AMERICAN GEOPHYSICAL
UNION TRANSACTIONS 643, 64350 (1957).
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64. In 1959, API organized a centennial celebration of the American oil
industry at Columbia University in New York City.>* High-level representatives of
Fossil Fuel Defendants were in attendance. One of the keynote speakers was the
nuclear physicist Edward Teller. Teller warned the industry that “a temperature rise
corresponding to a 10 per cent increase in carbon dioxide will be sufficient to melt
the icecap and submerge . . . [a]ll the coastal cities.” Teller added that since “a
considerable percentage of the human race lives in coastal regions, I think that this
chemical contamination is more serious than most people tend to believe.”*

65. Following his speech, Teller was asked to “summarize briefly the
danger from increased carbon dioxide content in the atmosphere in this century.” He
responded that “there is a possibility the icecaps will start melting and the level of
the oceans will begin to rise.”® |

66. By 1965, concemn over the potential for fossil fuel products to cause
disastrous global warming reached the highest levels of the United States’ scientific

community. In that year, President Lyndon B. Johnson’s Science Advisory

33 See ALLAN NEVINS & ROBERT G. DUNLOP, ENERGY AND MAN: A SYMPOSIUM
(Appleton-Century-Crofts, New York 1960). See also Franta, supra note 30, at
1024-25.

34 Edward Teller, Energy patterns of the future, in ENERGY AND MAN: A SYMPOSIUM
53-72 (1960).

¥ Id.
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Committee’s Environmental Pollution Panel reported that a 25% increase in carbon
dioxide concentrations could occur by the year 2000, that such an increase could
cause significant global warming, that melting of the Antarctic ice cap and rapid sea
level rise could result, and that fossil fuels were the clearest source of the pollution.36

67. Three days after President Johnson’s Science Advisory Committee
report was published, the president of API, Frank Ikard, addressed leaders of the
petroleum industry in Chicago at the trade association’s annual meeting. Ikard
relayed the findings of the report to industry leaders, saying,

The substance of the report is that there is still time to save the world’s

peoples from the catastrophic consequence of pollution, but time is
running out.’’

Ikard also relayed that “by the year 2000 the heat balance will be so modified as
possibly to cause marked changes in climate beyond local or even national efforts”
and quoted the report’s finding that “the pollution from internal combustion engines
is so serious, and is growing so fast, that an alternative nonpolluting means of

powering automobiles, buses, and trucks is likely to become a national necessity.”®

36 PRESIDENT’S SCIENCE ADVISORY COMMITTEE, Restoring the Quality of Our
Environment: Report of the Environmental Pollution Panel 9, 119-24 (Nov. 1965),
https://hdl.handle.net/2027/ucl.b4315678.

37 See Franta, supra note 30, at 1024-25.
¥ Id
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68. Thus, by 1965, Defendants and their predecessors-in-interest were
aware that the scientific community had found that fossil fuel products, if used
profligately, would cause global warming by the end of the century, and that such
global warming would have wide-ranging and costly consequences.

69. In 1968, API received a report from the Stanford Research Institute,
which it had hired to assess the state of research on environmental pollutants,
including carbon dioxide.* The assessment endorsed the findings of President
Johnson’s Scientific Advisory Council from three years prior, stating, “Significant
temperature changes are almost certain to occur by the year 2000, and . . . there
seems to be no doubt that the potential damage to our environment could be severe.”
The scientists warned of “melting of the Antarctic ice cap” and informed API that
“[plast and present studies of CO, are detailed and seem to explain adequately the
present state of CO, in the atmosphere.” What was missing, the scientists said, was
work on “air pollution technology and . . . systems in which CO, emissions would

be brought under control.”*

3 Elmer Robinson & R.C. Robbins, Sources, Abundance, and Fate of Gaseous
Atmospheric Pollutants, STANFORD RESEARCH INSTITUTE (Feb. 1968),
https://www.smokeandfumes.org/documents/document16.

0 1d.
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70. In 1969, the Stanford Research Institute delivered a supplemental report
on air pollution to AP, projecting with alarming particularity that atmospheric CO,
concentrations would reach 370 parts per million (“ppm”) by 2000*'—almost
exactly what it turned out to be (369 ppm).*? The report explicitly connected the rise
in CO, levels to the combustion of fossil fuels, finding it “unlikely that the observed
rise in atmospheric CO, has been due to changes in the biosphere.”

71. By virtue of their membership and participation in API at that time,l
Fossil Fuel Defendants received or should have received the Stanford Research
Institute reports and were on notice of their conclusions.

72.  In 1972, API members, including Fossil Fuel Defendants, received a
status report on all environmental resgarch projects funded by API. The report
summarized the 1968 SRI report -describing the impact of fossil fuel products,
including Defendants’, on the environment, including global warming and attendant
consequences. Fossil Fuel Defendants and/or their predecessors-in-interest that
received this report include, but were not limited to: American Standard of Indiana

(BP), AsiaticShell), Ashland (Marathon), Atlantic Richfield (BP), British

*! Elmer Robinson & R.C. Robbins, Sources, Abundance, and Fate of Gaseous
Atmospheric Pollutants Supplement, STANFORD RESEARCH INSTITUTE (June 1969).

“2 NASA GODDARD INSTITUTE FOR SPACE STUDIES, Global Mean CO; Mixing
Ratios (ppm): Observations,
https://data.giss.nasa.gov/modelforce/ghgases/Figl A .ext.txt.
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Petroleum (BP), Chevron Standard of California (Chevron), Esso Research
(ExxonMobil), Ethyl (formerly affiliated with Esso, which was subsumed by
ExxonMobil), Getty (ExxonMobil), Gulf (Chevron, among others), Humble
Standard of New Jersey (ExxonMobil/Chevron/BP), Marathon, Mobil
(ExxonMobil), Pan American (BP), Shell, Standard of Ohio (BP), Texaco
(Chevron), Union (Chevron), Skelly (ExxonMobil), Colonial Pipeline (ownership
has included BP, ExxonMobil, and Chevron entities, among others), Continental
(ConocoPhillips), Dupont (former owner of Conoco), Phillips (ConocoPhillips), and
Caltex (Chevron).®

73.  In 1977, James Black of Exxon’s Products Research Division presented
to the Exxon Corporation Management Committee on the greenhouse effect. The
next year, in 1978,. Black presented to aﬁother internal Exxon z;;roup, PERCC. Ina
letter to the Vice President of Exxon Research and Engineering, Black summarized
his presentations.** He reported that “current scientific opinion overwhelmingly

favors attributing atmospheric carbon dioxide increase to fossil fuel consumption,”

43 AMERICAN PETROLEUM INSTITUTE, COMMITTEE FOR AIR AND WATER
. CONSERVATION, ENVIRONMENTAL RESEARCH: A STATUS REPORT (Jan. 1972),
http://files.eric.ed.gov/fulltext/ED066339.pdf.

4 Letter from J.F. Black, Exxon Research and Engineering Co., to F.G. Turpin,
Exxon Research and Engineering Co., The Greenhouse Effect, CLIMATEFILES
(June 6, 1978), http://www.climatefiles.com/exxonmobil/1978-exxon-memo-on-
greenhouse-effect-for-exxon-corporation-management-committee.
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and that doubling atmospheric carbon dioxide, according to the best climate model
available, would “produce a mean temperature increase of about 2°C to 3°C over
most of the earth,” with two- to three-times as much warming at the poles. The
figure below, reproduced from Black’s memo, illustratés Exxon’s understanding of

the timescale and magnitude of global warming its products would cause.
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Figure 3: Future global warming predicted internally by Exxon in 1977.4
74. The impacts of such global warming, Black reported, would include

“more rainfall,” which would “benefit some areas and would harm others.” “Some

45 Id. The company predicted global warming of 3°C by 2050, with 10°C warming
in polar regions. The difference between the dashed and solid curves prior to 1977
represents global warming that Exxon believed may already have been occurring.
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countries would benefit, but others could have their agricultural output reduced or
destroyed.” “Even those nations which are favored, however, would be damaged
for a while since their agricultural and industrial patterns have been established on
the basis of the present climate.” Black reported that “[1]t is currently estimated that
mankind has a 5-10 yr. time window to obtain the necessary informatioﬁ” and
“establish what must be done,” at which time, “hard decisions regarding changes in
energy strategies might become critical.”*

75. Also in 1977, Henry Shaw of the Exxon Research and Engineering
Technology Feasibility Center attended a meeting of scientists and governmental
6fﬁcials ini Atlanta, Georgia, on developing research programs to study carbon
dioxide and global warming. Shaw’s internal memo to Exxon’s John W. Harrison
reported that “[t]he élirﬁatic effects of carbon dioxide release may be the primary
limiting factor on energy production from fossil fuels[.]”*

76. In 1979, Exxon’s W. L. Ferrall distributed an internal memorandum.*?

The memo reported that “The most widely held theory [about global warming] is

46 1d.

4T Henry Shaw, Environmental Effects of Carbon Dioxide, CLIMATE
INVESTIGATIONS CENTER (Oct. 31, 1977),
https://www.industrydocuments.ucsf.edu/docs/tpwl0228.

48 L etter from W.L. Ferrall, Exxon Research and Engineering Co., to Dr. R.L.
Hirsch, Controlling Atmospheric CO;, CLIMATE INVESTIGATIONS CENTER (Oct. 16,
1979), https://www.industrydocuments.ucsf.edu/docs/mqwl0228.
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that: The increase [in carbon dioxide] is due to fossil fuel combustion; [iJncreasing
CO; concentration will cause a warming of the earth’s surface; [and t]he present
trend of fossil fuel consumption will cause dramatic environmental effects before
the year 2050. [...] The potential problem is great and urgent.” The memo stated
that if limits were not placed on fossil fuel production:
Noticeable temperature changes would occur around 2010 as the
[carbon dioxide] concentration reaches 400 ppm [parts per million].
Significant climatic changes occur around 2035 when the concentration
approaches 500 ppm. A doubling of the pre-industrial concentration
[i.e., 580 ppm] occurs around 2050. The doubling would bring about
dramatic changes in the world’s environment[.]*
Those projections proved remarkably accurate: annual average atmospheric CO;
concentrations surpassed 400 parts per million in 2015 for the first time in millions
of years.>® Limiting the carbon dioxide concentration in the atmosphere to 440 ppm,
or a 50% increase over preindustrial levels, which the memo said was “assumed to
. be a relatively safe level for the environment,” would require fossil fuel emissions

to peak in the 1990s and non-fossil energy systems to be 'rapidly deployed. Eighty

percent of fossil fuel resourceé, the memo calculated, would have to be left in the

Y Id.

0 Nicola Jones, How the World Passed a Carbon Threshold and Why It Matters,
YALE ENVIRONMENT 360 (Jan. 26, 2017), http://e360.yale.edu/features/how-the-
world-passed-a-carbon-threshold-400ppm-and-why-it-matters.
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ground to avoid doubling atmospheric carbon dioxide concentrations. Certain fossil
fuels, such as shale oil, could not be substantially exploited at all.

77. In November 1979, Exxon’s Henry Shaw wrote to Exxon’s Harold
Weinberg urging “a very aggressive defensive program in . . . atmospheric science
and climate because there is a good probability that legislation affecting our business
will be _passed.”Sl Shaw stated that an expanded research effort was necessary to
“influence possible legislation on environmental controls” and “respond” to
environmental groups, which héd already opposed synthetic fuels programs based
on carbon dioxide emissions. Shaw éuggested the formation of a “small task force”
to e§aluate a potential program in carbon dioxide and climate, acid rain, carcinogenic
particulates, aﬁd other pollution issues caused by fossil fuels.>?

78. In 1979, API and its members, including Fossil Fuel Defendants,
convened a Task Force to monitor and share cutting edgé climate research among
the oil industry. The group was initially called the CO, and Climate Task Force, but
in 1980 changed its name to the Climate and Energy Task Force (hereinafter referred

to as “CO, Task Force™). Membership included senior scientists and engineers from

31 Memorandum from H. Shaw to H.N. Weinberg, Research in Atmospheric
Science, CLIMATE INVESTIGATIONS CENTER (Nov. 19, 1979),
https://www.industrydocuments.ucsf.edu/docs/yqwl0228.
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nearly every major U.S. and multinational oil and gas company, including Exxon,
‘Mobil (ExxonMobil), Amoco (BP), Phillips (ConocoPhillips), Texaco (Chevron),
Shell, Sunoco, Sohio (BP), as well as Standard Oil of California (BP) and Gulf Oil
(Chevron), among others. The Task Force was charged with monitoring government
and academic research, evaluating the implications of emerging science for the
petroleum and gas industries, and identifying where reductions in greenhouse gas
emissions from Defendants’ fossil fuel products could be made.>

79. 1In 1979, API prepared a background paper on carbon dioxide and
climate for the CO, Task Force, stating that CO, concentrations were rising steadily
in the atmosphere, and predicting when the first clear effects of global wafming
might be detected.>* The API feported to its members that although globa1 warming
would occur, it would likely go undetected until approximately the year 2000,

because, the API believed, its effects were being temporarily masked by a natural

33 Neela Banerjee, Exxon’s Oil Industry Peers Knew About Climate Dangers in the
1970s, Too, INSIDE CLIMATE NEWS (Dec. 22, 2015),
https://insideclimatenews.org/news/22122015/exxon-mobil-oil-industry-peers-
knew-about-climate-change-dangers-1970s-american-petroleum-institute-api-shell-
chevron-texaco.

5 Memorandum from R.J. Campion to J.T. Burgess, The API’s Background Paper
on CO; Effects, CLIMATE INVESTIGATIONS CENTER (Sep. 6, 1979),
https://www.industrydocuments.ucsf.edu/docs/Iqwl0228.
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cooling trend. However, this cooling trend, the API warned its members, would
reverse around 1990, adding to the warming caused by carbon dioxide.

80. In 1980, API’s CO, Task Force invited Dr. John Laurmann, “a
recognized expert in the field of CO, and climate,” to present to its members.> The
meeting lasted for seven hours and included a “complete technical discussion” of
global warming caused by fossil fuels, including “the scientific basis and technical
evidence of CO, buildup, impact on society, methods of modeling and their
consequences, uncertainties, policy implications, and conclusions that can be drawn
from present knowledge.” Representatives from Standard Oil of Ohio (predecessor
to BP), Texaco (now Chevron), Exxon, and the API were present, and the minutes
of the meeting were distributed to the entire API CO, Task Force. Laurmann
informed the Task Force of the “scientific consensus on the potential for large future
climatic response to increased CO, levels” and that there was “strong empirical
evidence that [the carbon dioxide] rise [was] caused by anthropogenic release of

CO,, mainly from fossil fuel burning.” Unless fossil fuel production and use were

35 Letter from Jimmie J. Nelson, American Petroleum Institute, to AQ-9 Task
Force, The CO2 Problem; Addressing Research Agenda Development, CLIMATE
INVESTIGATIONS CENTER (Mar. 18, 1980),
https://www.industrydocuments.ucsf.edu/docs/gff10228.
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controlled, atmospheric carbon dioxide would be twice preindustrial levels by 2038,
with “likely impacts™ along the following traj ectory‘:
1°C RISE (2005): BARELY NOTICEABLE

2.5°C RISE (2038): MAJOR ECONOMIC CONSEQUENCES,
STRONG REGIONAL DEPENDENCE

5°C RISE (2067): GLOBALLY CATASTROPHIC EFFECTS
Laurmann warned the CO, Task Force tﬁat global warming of 2.5°C would “bring] ]
world economic growfh to a halt[.]” Laurmann also suggested that action should be
taken immediately, asking, “Time for action?” and noting that if acﬁieying high
market penetration for new energy ;omces would require a long time (e.g., decades),
then there would be “no leeway” for delay. The rﬁinutes of the CO, Task Force’s
meeting show that one of the Task Force’s goals was “to help develop ground rules |
for [...] the cleanup of fuels as they relate to CO, creation,” and the Task Force
discussed the requirements for a worldwide “energy source changeover” away from
fossil fuels.*

81. In 1980, Imperial Oil Limited (a Canadian ExxonMobil subsidiary)
reported to managers and environmental staff at multiple affiliated Esso and Exxon

companies that there was “no doubt™ that fossil fuels were aggravating the build-up

6 Id.
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of CO, in the atmosphere.®” Imperial noted that “[t]echnology exists to remove CO;
from stack gases but removal of only 50% of the CO, would double the cost of power
generation.”®

82. In December 1980, Exxon’s Henry Shaw distributed a memorandum
on the “CO, Greenhouse Effect.”>® Shaw stated that the future buildup of carbon
dioxide was a function of fossil fuel use, and that internal calculétions performed at
Exxon indicated that atmospheric carbon dioxide would double around the year
2060. According to the “most widely accepted” climate models, Shaw reported,
such a doubling of carbon dioxide WOIlid “most likely” result in global warming of
approximately 3°C, with a greater effect in polar regions. Calcﬁlations predicting a
lower temperature increase, such as 0.25°C, were “not held in high regard by the
scientific community,” Shaw said. Shaw also noted that thé ability of the oceans to

absorb heat could delay (but not prevent) the temperature increase ‘“by a few

decades,” and that natural, random temperature fluctuations would hide global

7 IMPERIAL OIL LTD., REVIEW OF ENVIRONMENTAL PROTECTION ACTIVITIES FOR
19781979 (Aug. 6, 1980), http://www.documentcloud.org/documents/2827784-
1980-Imperial-Oil-Review-of-Environmental. html#document/p2.

8 1d.

> Memorandum from Henry Shaw to T.K. Kett, Exxon Research and Engineering
Company’s Technological Forecast: CO, Greenhouse Effect (Dec. 18, 1980),
https://www.documentcloud.org/documents/2805573-1980-Exxon-Memo-
Summarizing-Current-Models-And.html.
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warming from CO,until around the year 2000. The memo included the Figure below
illustrates global warming anticipated by Exxon, as well as the company’s
understanding that significant global warming would occur before exceeding the

range of natural variability and being detected.
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Figure 4: Future global warming predicted internally by Exxon in 1989.°

The memo reported that such global warming would cause “increased rainfall[] and

increased evaporation,” which would have a “dramatic impact on soil moisture, and

80 Jd. The company anticipated a doubling of carbon dioxide by around 2060 and
that the oceans would delay the warming effect by a few decades, leading to
approximately 3°C warming by the end of the century.
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in turn, on agriculture.” Some areas would turn to desert, and the American Midwest
would become “much drier.” “[W]eeds and pests,” the memo reported, “would tend
to thrive with increasing global average temperature.” Other “serious global
problems” could also arise, such as the melting of the West Antarctic ice sheet,

29

which “could cause a rise in the sea level on the order of 5 meters.” The memo
called for “society” to pay the bill, estimating that some adaptive measures would
cost no more than “a few percent” of Gross National Product (i.e., $400 billion in
2018).5! Exxon predicted that II‘1ati0na1 policy action would not occur until around
- 1989, when the Department of Energy would finish a ten-year study of carbon
dioxide and global warming.®* .Shaw also reported that Exxon had studied various
responses for avoiding or reducing a carbon dioxide build-up, including “stopping
all fossil fuel combustion at the 1980 rate” .and “investigat[ing] the market

2

penetration of non-fossil fuel technologies.” The memo estimated that such non-
fossil energy technologies “would need about 50 years to penetrate and achieve

roughly half of the total [energy] market.”s®

61 Id.,; see Gross National Product, FEDERAL RESERVE BANK OF ST. LoUIS (updated
Mar. 26, 2020), https://fred.stlouisfed.org/series/GNPA.

62 Memorandum from Henry Shaw to T.K. Kett, Exxon Research and Engineering
Company’s Technological Forecast: CO, Greenhouse Effect (Dec. 18, 1980),

https://www.documentcloud.org/documents/2805573-1980-Exxon-Memo-
Summarizing-Current-Models-And.html.

S Id.
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83. In February 1981, Exxon’s Contract Research Office prepared and
distributed a “Scoping Study on CO,” to the leadership of Exxon Research and
Engineering Company.®* The study reviewed Exxon’s current research on carbon
dioxide and considered whether to expand Exxon’s research on carbon dioxide or
global warming further at that time. The study recommended against expanding
Exxon’s research activities in those areas, because its current research programs
were sufficient for achieving the company’s goals of closely monitoring federal
research, building credibility and public relations value, and developing in-house
expertise with regard to cérboh dioxide and global warming. However, the study
recommended that Exxon centralize its activities in monitoring, analyzing, and
disseminating outside research being done on carbon dioxide and global warming.
The study stated that Exxon’s James Black was actively monitoring and keeping the
company apprised of outside research developments, including those on climate
modeling and “CO,-induced effects.” The study also noted that other companies in
the fossil fuel industry were “auditing Government meetings on the subject.” In
discussing “options for reducing CO; build-up in the atmosphere,” the study noted

that although capturing CO, from flue gases was technologically possible, the cost

64 Letter from G.H. Long, Exxon Research and Engineering Co., to P.J. Lucchesi et
al., Atmospheric CO; Scoping Study, CLIMATE INVESTIGATIONS CENTER (Feb. 5,
1981), https://www.industrydocuments.ucsf.edu/docs/yxf10228.
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was high, and “energy conservation or shifting to renewable energy sources|]
represent the only options that might make sense.”®

84. Thus, by 1981, Exxon and other fossil fuel companies were actively
monitoring all aspects of carbon dioxide and global warming research both
nationally and internationally, and Exxon had recognized that a shift to renewable
energy sources would be necessary to avoid a large carbon dioxide build-up in the
atmosphere and resultant global warming.

85.  Exxon scientist Roger Cohen warned his colleagues in a 1981 internal
memorandum that “future developments in global data gathering and analysis, along
with advances in climate modeling, may provide strong evidence for a delayed CO,
effect of a truly substantial magnitude,” and that under certain circumstances it
would be “very likely that wé will unambiguously .recognize the threat by the year
2000.”% Cohen had expressed concern that the memorandum understated the
potential effects of unabated CO, emissions from Defendants’ fossil fuel products,

saying, “it is distinctly possible that [Exxon Planning Division’s] ... scenario will

51d.

6 Memorandum from R.-W. Cohen to W. Glass, CLIMATEFILES (Aug. 18, 1981),
http://www.climatefiles.com/exxonmobil/1981-exxon-memo-on-possible-
emission-consequences-of-fossil-fuel-consumption.
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produce effects which will indeed be catastrophfcTai least for a substantial fraction
of the world’s population).”®’

86. In 1981, Exxon’s Henry Shaw, the company’s lead climate researcher
at the time, prepared a summary of Exxon’s current position on the greenhouse effect

for Edward David Jr., president of Exxon Research and Engineering, stating in

relevant part:

e  “Atmospheric CO, will double in 100 years if fossil fuels grow at
1.4%/a*

e  3°C global average temperature rise and 10°C at poles if CO,
doubles
o Major shifts in rainfall/agriculture
o Polar ice may melt”%®

87. In 1982, another report prepared for API by scientists at the Lamont-
Doherty Geological Observatory at Columbia University recognized that
atmospheric CO, concentration had risen significantly compared to the beginning of
the industrial revolution from about 290 parts per million to about 340 parts per
million in 1981 and acknowledged that despite differences in climate modelers’
predictions, there was scientific consensus that “a doubling of atmospheric CO, fromA

[ ] pre-industrial revolution value would result in an average global temperature rise

57 1d.

68 Memorandum from Henry Shaw to Dr. E.E. David, CO, Position Statement,
INSIDE CLIMATE NEWS (May 15, 1981),
https://insideclimatenews.org/documents/exxon-position-co2-1981.
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of (3.0 1.5)°C[5.4+2.7 °F].” It went further, warning that “[sJuch a warming can
have serious consequences for man’s comfort and survival since patterns of aridity
and rainfall can change, the height of the sea level can increase considerably and the
world food supply can be affected.”®® Exxon’s own modeling research confirmed
this, and the company’s results were later published in at least three peer-reviewed
scientific papers.’®

88. Also in 1982, Exxon’s Environmental Affairs Manager distributed a
primer on climate change to a “wide circulation [of] Exxon managément [...]

971

intended to familiarize Exxon personnel with the subject. The primer was

2?2

“restricted to Exxon personnel and not to be distributed externally.” The primer
compiled science on climate change, confirmed fossil fuel combustion as a primary

anthropogenic contributor to global warming, and estimated a CO, doubling [i.e.,

% AMERICAN PETROLEUM INSTITUTE, CLIMATE MODELS AND CO, WARMING: A
SELECTIVE REVIEW AND SUMMARY (Columbia University, Mar. 1982),
https://assets.documentcloud.org/documents/2805626/1982-API-Climate-Models-
and-CO2-Warming-a.pdf.

70 See Memorandum from Roger W. Cohen, Exxon Research and Engineering Co.,
to A.M. Natkin, Exxon Corp. Office of Science and Technology, CLIMATEFILES
(Sept. 2, 1982), http://www.climatefiles.com/exxonmobil/1982-exxon-memo-
summarizing-climate-modeling-and-co2-greenhouse-effect-research (discussing
research articles and summarizing the findings of research in climate modeling).

I Memorandum from M.B. Glaser, CO, “Greenhouse” Effect, Exxon Research
and Engineering Company (Nov. 12, 1982),
https://insideclimatenews.org/sites/default/files/documents/1982%20Exxon%20Pri
mer%200n%20C02%20Greenhouse%20Effect.pdf.
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580 ppm] by 2070 with a “Most Probable Temperature Increase” of more than 2°C
over the 1979 level, as shown in the Figure below.

GROUWTH OF ATMUSFHERIC €O AND AVERAGE GLOBAL
TEMPERATURE INCREASE AS A 'FUNUT]D?# OF TIME
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Figure 5: Exxon’s internal prediction of future carbon dioxide increase
~ and global warming from 1982.7 |

2 Id. The company predicted a doubling of atmospheric carbon dioxide
concentrations above pre-industrial levels by around 2070 (left curve), with a
temperature increase of more than 2°C over the 1979 level (right curve). The same
document indicated that Exxon estimated that by 1979 a global warming effect of
approximately 0.25°C may already have occurred.
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The report also warned of “uneven global distribution of increased rainfall and
increased evaporation,” that “disturbances in the existing global water distribution
balance would have dramatic impact on soil moisture, and in turn, on agriculture,”
and that the American Midwest would dry out. In addition to effects on global
agriculture, the report stated, “there are some potentially catastrophic effects that
must be considered.” Melting of the Antarctic ice sheet could result in global sea
level rise of five meters, which would “cause flooding on much of the U.S. East
Coast, including the state of Florida and Washington, D.C.” Weeds and pests would
“tend to thrive with increasing global temperature.” The primer warned of “positive
feedback mechanisms” in polar regions, which could accelerate global warming,
such as deposits of peat “containing large reservoirs of organic carbon” becoming
“exposed to oxidation” and releasing their carbon into the atrﬁosphere. “Similarly,”
the primer warned, “thawing might also release large quantities of carbon currently
sequestered as methane hydrates” on the sea floor. “All biological systems would
be affected,” and “the most severe economic effects could be on agriculture.” The
report recommended studying “soil erosion, salinization, or the collapse of irrigation
systems” in order to understand how society might be affected and might respond to
global warming, as well as “[h]ealth effects” and “stress associated with climate
related famine or migration[.]” The report estimated that undertaking “[s]ome

adaptive measures” (not all of them) would cost “a few percent of the gross national

92
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product estimated in the middle of the next century” (i.e., $400 billion in 2018).73
To avoid such impacts, the report discussed an anaiysis from the Massachusetts
Institute of Technology and Oak Ridge National Laboratory, which studied energy
alternatives and requirements for introducing them into widespread use, and which
recommended that “vigorous developmenf of non-fossil energy sources be initiated
as soon as possible.””* The primer also noted that other greeﬁhouse gases related to
fossil fuel production, such as methane, would contribute significantly to global
warfning, and that concerns over carbon dioxide would b¢ reduced if fossil fuel use
were decreased due to “high price, scarcity, [or] unavailability.” “Mitigation of the
‘greenhouse effect” would require major reductions in fossil fuel combustion,” the
primer stated. The priiner was widely distributed to Exxon leadership.

89. In September 1982, the“ ‘-Dire;:vtor of Exxon’s Theoretical and
Mathematical Sciences Laboratory, Roger Cohen, wrote Alvin Natkin of Exxon’s

Office of Science and Technology to summarize Exxon’s internal research on

7 See Gross National Product, FEDERAL RESERVE BANK OF ST. Louls (updated
Mar. 26, 2020), https://fred.stlouisfed.org/series/GNPA. ‘.

"* Memorandum from M.B. Glaser, CO, “Greenhouse” Effect”, Exxon Research
and Engineering Company (Nov. 12, 1982),
https://insideclimatenews.org/sites/default/files/ documents/ 1 982%20Exx0n%20Pri
mer%200n%20C02%20Greenhouse%20Effect.pdf.
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climate modeling.”> Cohen reported:

[O]ver the past several years a clear scientific consensus has emerged
regarding the expected climatic effects of increased atmospheric COs.
The consensus is that a doubling of atmospheric CO; from its pre-
industrial revolution value would result in an average global
temperature rise of (3.0 £ 1.5) °C. [...] The temperature rise is
predicted to be distributed nonuniformly over the earth, with above-
average temperature elevations in the polar regions and relatively small
increases near the equator. There is unanimous agreement in the
scientific community that a temperature increase of this magnitude
would bring about significant changes in the earth’s climate, including
rainfall distribution and alterations of the biosphere. The time required

for doubling of atmospheric CO, depends on future world consumption
of fossil fuels.

Cohen described Exxon’s own climate modeling experiments, reporting that they
produced “a global average tempefature increase that falls well within the range of
‘the scientific consensus,” were “consistent with the published predictions of more
complex climate models,” and were “also in agreement with estimates of the global
temperature distribution during a cettain prehistoric period when the earth was much
warmer than today.” “In summary,” Cohen wrote, “the results of our research are
~ in accord with the scientific consensus on the effect of increased atmospheric CO,

on climate.” Cohen noted that the results would be presented to the scientific

75 Memorandum from Roger W. Cohen, Exxon Research and Engineering Co., to
A M. Natkin, Exxon Corp. Office of Science and Technology, CLIMATEFILES
(Sept. 2, 1982), http://www.climatefiles.com/exxonmobil/1982-exxon-memo-
summarizing-climate-modeling-and-co2-greenhouse-effect-research.
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community by Exxon’s collaborator Martin Hoffert at a Department of Energy
meeting, as well as by Exxon’s Brian Flannery at the Exxon-supported Ewing
Symposium, later that year.

90. In October 1982, at the féurth biennial Maurice Ewing Symposium at
the Lamont-Doherty Geophysical Observatory which was attended by members of
API and Exxon Research and Engineering Company, the Observatory’s president
E.E. David delivered a speech titled: “Inventing the Future: Energy and the CO,
‘Greenhouse Effect.””” His remarks included the following statement: “Few people
doubt that the world has eﬁfered an energy transition away from dependeﬁce upon
fossil fuels and toward some mix of renewable resources that will not pose problems
of CO, accumulation.” He went on, discussing the human opportunity to address
anthropogenic élimaté chénge .b‘e‘fo»re fhe point of no return: |

It is ironic that the biggest uncertainties about the CO, buildup are not
in predicting what the climate will do, but in predicting what people

will do. . . . It appears we still have time to generate the wealth and
knowledge we will need to invent the transition to a stable energy
system.

76 Dr. E.E. David, Jr., President, Exxon Research and Engineering Co., Remarks at
the Fourth Annual Ewing Symposium, Tenafly, NJ, CLIMATEFILES (Oct. 26, 1982),
http://www.climatefiles.com/exxonmobil/inventing-future-energy-co2-greenhouse-
effect.
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91. Throughout the early 1980s, at Exxon’s direction, Exxon climate
scientist Henry Shaw forecasted emissions of CO, from fossil fuel use. Those
estimates were incorporated into Exxon’s 21% century energy projections and were
distributed among Exxon’s various divisions. Shaw’s conclusions included an
expectation that atmospheric CO, concentrations would double in 2090 per the
Exxon model, with an attendant 2.3-5.6°F average global temperature increase.
Shaw compared his model results to those of the EPA, the National Academy of
Sciences, and the Massachusetts Institute of Technology, indicating that the Exxon
model predicted a longer delay than any of the other models, although its
temperature increase prediction was in the mid-range of the four projections.”’

92. During the 1980s, many Defendants formed their own research units
focused on climate modeling. API, including the API CO, Task Force, provided a
forum for Fossil Fuel Defendants to share their research efforts and corroborate their

findings related to anthropogenic greenhouse gas emissions.”

77T Neela Banerjee, More Exxon Documents Show How Much It Knew About
Climate 35 Years Ago, INSIDE CLIMATE NEWS (Dec. 1, 2015),
https://insideclimatenews.org/news/01122015/documents-exxons-early-co2-
position-senior-executives-engage-and-warming-forecast.

78 Neela Banerjee, Exxon’s Oil Industry Peers Knew About Climate Dangers in the
1970s, Too, INSIDE CLIMATE NEWS (Dec. 22, 2015),
https://insideclimatenews.org/news/22122015/exxon-mobil-oil-industry-peers-
knew-about-climate-change-dangers-1970s-american-petroleum-institute-api-shell-
chevron-texaco.
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93. During this time, Defendants’ statements expressed an understanding
of their obligation to consider and mitigaté the externalities of unabated promotion,
marketing, and sale of their fossil fuel products. For example, in 1988, Richard
Tucker, the president of Mobil Oil, presented at the American Institute of Chemical
Engineers National Meeting, the premier educational forum for chemical engineers,
where he stated:

[Hlumanity, which has created the industrial system that has
transformed civilization, is also responsible for the environment,
which sometimes is at risk because of unintended consequences of
industrialization. . . . Maintaining the health of this life-support system
is emerging as one of the highest priorities. . . . [W]e must all be
environmentalists.

The environmental covenant requires action on many fronts . . . the
low-atmosphere ozone problem, the upper-atmosphere ozone problem
and the greenhouse effect, to name a few. . . . Our strategy must be to
reduce pollution before it is ever generated—to prevent problems at
the source.

Prevention means engineering a new generation of fuels, lubricants
and chemical products. . . . Prevention means designing catalysts and
processes that minimize or eliminate the production of unwanted
byproducts. . . . Prevention on a global scale may even require a
dramatic reduction in our dependence on fossil fuels—and a shift
towards solar, hydrogen, and safe nuclear power. It may be possible
that—just possible—that the energy industry will transform itself so
completely that observers will declare it a new industry. . . . Brute
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force, low-tech responses and money alone won’t meet the challenges
we face in the energy industry.”

94.  Also in 1988, the Shell Greenhouse Effect Working Group issued a
confidential internal report, “The Greenhouse Effect,” which acknowledged global
warming’s anthropogenic nature: “Man-made carbon dioxide released into and
accumulated in the atmosphere is bélieved to warm the earth through the so-caliéd
greenhouse effect.” The authors also noted the burning of fossil fuels as a primary
driver of CO; buildup énd warned that warming would “create significant changes
i sea level, ocean currents, precipitation patterns, regional temperature and
weather.”  They further pointed to the potential for “direct operational
consequences” of sea level rise on “offshore installations, coastal facilities and
operations (e.g. platforms, harbors, refineries, depots).’.’go.

95.  Similar to early warnings by Exxon scientists, the Shell report notes

that “by the time the global warming becomes detectable it could be too late to take

effective countermeasures to reduce the effects or even to stabilise the situation.”

" Richard E. Tucker, High Tech Frontiers in the Energy Industry: The Challenge
Ahead, AIChE National Meeting (Nov. 30, 1988),
https://hdl.handle.net/2027/purl.32754074119482?urlappend=2%63Bseq=522.

80 SHELL INTERNATIONALE PETROLEUM, GREENHOUSE EFFECT WORKING GROUP,
THE GREENHOUSE EFFECT (May 1988),
https://www.documentcloud.org/documents/4411090-
Document3.html#document/p9/a411239.
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The authors mention the need to consider policy changes on multiple occasions,
noting that “the potential implications for the world are ... so large that policy
options need to be considered much earlier” and that research should be “directed
more to the analysis of policy and energy options than to studies of what we will be
facing exactly.”

96. In 1989, Esso Resources Canada (ExxonMobil) commissioned a report
on the impacts of climate change on existing and proposed natural gas facilities in
the Mackenzie River Valley and Delta, including extraction facilities on the Beaufort
Sea and a pipeline crossing Canada’s Northwest Territory.?! It reported that “large
zones of the Mackenzie Valley could be affected dramatically by climatic change”
and that “the greatest concern in Norman Wells [oil town in North West Territories,
Canada] should be the changes in permafrost that are likely to occur under conditions

782 The report concluded that, in light of climate models

of climate warming.
showing a “general tendency towards warmer and wetter climate,” operation of those

facilities would be compromised by increased precipitation, increase in air

temperature, changes in permafrost conditions, and significantly, sea level rise and

81 See Stephen Lonergan & Kathy Young, An Assessment of the Effects of Climate
Warming on Energy Developments in the Mackenzie River Valley and Delta,
Canadian Arctic, 7 ENERGY EXPLORATION & EXPLOITATION 35981 (1989).

82 Id. at 369, 376.
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erosion damage.®?

The authors recommended factoring those eventualities into
future development planning and also warned that “a rise in sea level could cause
increased flooding and erosion damage on Richards Island.”

97. Ken Croasdale, a senior ice researcher for Exxon’s subsidiary Imperial
Oil, stated to an audience of engineers in 1991 that greenhouse gases are rising “due
to the burning of fossil fuels. Nobody disputes this fact.”%*

98. Also in 1991, Shell produced a film called “Climate of Concern.” The
film advises that while “no two [climate change projection] scenarios fully agree,

... [they] have each prompted the same serious warning. A warning endorsed by a
uniquely broad consensus of scientists in their report to the UN at the end of 1990.”
The Warning was an increasing frequency of abnormal weather, and of sea level rise
of about one meter over the coming century. Shell specifically described the impacts
of anthropogenic sea level rise on tropical islands, “barely afloat even noW, ... [f]irst
made uninhabitable and then obliterated beneath the waves. Wetland habitats
destroyed by intruding salt. Coastal lowlands suffering pollution of precious

groundwater.” It wamed of “greenhouse refugees,” people who abandoned

homelands inundated by the sea, or displaced because of catastrophic changes to the

83 Id. at 360, 377-78. |
8 RONALD C. KRAMER, CARBON CRIMINALS, CLIMATE CRIMES 66 (1st ed. 2020).
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environment. The video concludes with a stark admonition: “Global warming is not

yet certain, but many think that the wait for final proof would be irresponsible.

Action now is seen as the only safe insurance.”®®

99. Alsoin 1991, BP released a short film called “The Earth — What Makes
Weather?” In it, a narrator states: “Our . . . dependence on carbon-based fuels is now
a cause for concern. When coal, oil or gas are burned, they release carbon dioxide
and other reactive gases.” The narrator then goes on to explain:

As the earth gives off heat, carbon dioxide, together with water vapor,
absorbs and radiates it back, acting like a blanket. ... If world
population growth is matched by energy consumption, even more
carbon dioxide will be released, making this greenhouse effect even
stronger. An overall increase in temperature of even a few degrees
could disrupt our climate with devastating consequences. Ifthe oceans
got warmer and the ice sheets began to melt, sea levels would rise,
" encroaching on coastal lowlands. From warmer seas, more water
would evaporate, making storms and the havoc they cause more
frequent. ... Catastrophic floods could become commonplace, and
low-lying countries like Bangladesh would be defenseless against
them. Too much water or too little. Away from the coasts we could
see a return to the conditions which devastated America’s Midwest in
the 1930s. Global warming could repeat on a more disastrous scale the
dustbowl phenomenon which virtually destroyed farming on the Great

85 Jelmer Mommers, Shell Made a Film About Climate Change in 1991 (Then
Neglected To Heed Its Own Warning), DE CORRESPONDENT (Feb. 27, 2017),
https://thecorrespondent.com/
6285/shell-made-a-film-about-climate-change-in-1991-then-neglected-to-heed-its-
own-warning.
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Plains. . . . The threat of such climatic change is now one of our most
urgent concerns. ¢

- The film was not widely distributed.

100. The fossil fuel industry was at the forefront of carbon dioxide research
for much of the latter half of the 20" century. It developéd cutting edge and
innovative technology and worked with many of the field’s top researchers to
produce exceptionally sophisticated studies and models. For instance, in the mid-
nineties Shell began using‘ scenarios to plan how the company could respond to
various globél forces in the future. In one scenario published in a 1998 internal
report, Shell paints an eerily prescient scene:

In 2010, a series of violent storms causes extensive damage to the
eastern coast of the U.S. Although it is not clear whether the storms
are caused by climate change, people are not willing to take further
chances. The insurance industry refuses to accept liability, setting off
a fierce debate over who is liable: the insurance industry or the
government. After all, two successive IPCC reports since 1993 have
reinforced the human connection to climate change . . . Following the
storms, a coalition of environmental NGOs brings a class-action suit
against the US government and fossil-fuel companies on the grounds
of neglecting what scientists (including their own) have been saying
for years: that something must be done. A social reaction to the use of
fossil fuels grows, and individuals become ‘vigilante
environmentalists’ in the same way, a generation earlier, they had

8 Vatan Hiizeir, BP Knew the Truth About Climate Change 30 Years Ago, FOLLOW
THE MONEY (May 26, 2020), https://www.ftm.nl/artikelen/bp-video-climate-
change-1990-engels; see also BP Video Library, This Earth — What Makes
Weather? (1991), https://www.bpvideolibrary.com/record/463.
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become fiercely anti-tobacco. Direct-action campaigns against
companies escalate. Young consumers, especially, demand action.?’

101. Fossil fuel companies did not just consider climate change impacts in
scenarios. In the mid-1990s, ExxonMobil, Shell, and Imperial Oil (ExxonMobil)
jointly undertook the Sable Offshore Energy Project in Nova Scotia. The project’s
own Environmental Impact Statement declared: “The impact of a global warming
sea-level rise may be particularly significant in Nova Scotia. The long-term tide
gauge records at a number of locations along the N.S. coast have shown sea level
has been rising over the past century. . . . For the design of coastal and offshore
structures, an estimated rise in water level, due to global warming, of 0.5 m [1.64
feet] may be assumed for the proposed project life (25 years).”ss

102, Climate change research conducted by Defendants and their industry .
associations frequently acknowledged uncertainties in their climate modeling—
thoée uncertainties, however, were merely with respect to the magnitude and timing

of climate impacts resulting from fossil fuel consumption, not that significant

changes would eventually occur. Defendants’ researchers and the researchers at

87 ROYAL DUTCH/SHELL GROUP, GROUP SCENARIOS 1998-2020 115, 122 (1998),
http://www.documentcloud.org/documents/4430277-27-1-Compiled.html.

88 EXXONMOBIL, SABLE PROJECT DEVELOPMENT PLAN, vol. 3, 4-77,
http://soep.com/about-the-project/development-plan-application.
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their industry associations harbored little doubt that climate change was occurring
and that fossil fuel products were, and are, the primary cause.

103. Despite the overwhelming information about the threats to people and
the planet posed by continued unabated use of their fossil fuel products, Fossil Fuel
Defendants failed to act as they reasonably should have to mitigate or avoid those
dire adverse impacts. Fossil Fuel Defendants instead adopted the position, as
described below, that they had a license to continue the unfettered pursuit of profits
from those products. This position was an abdication of Fossil Fuel Defendants’
responsibility to consumers and the public, including the State, to act on their unique
knowledge of the reasonably foreseeable hazards of unabated production and
‘consumption of their fossﬂ fuel products.

C. Defendants Did Not Disclose Kﬁown Harms Associéted with the

Extraction, Promotion, and Consumption of Their Fossil Fuel
Products, and Instead Affirmatively Acted to Obscure Those

Harms and Engaged in a Campaign to Deceptively Protect and
Expand the Use of their Fossil Fuel Products.

104. By 1988, Defendants had amassed a compelling body of knowledge

about the role of anthropogenic greenhouse gases, and specifically those emitted

~ from the normal use of Defendants’ fossil fuel products, in causing global warming
and its cascading impacts, including disruptions to the hydrologic cycle, extreme
precipitation and drought, heatwaves, and associated consequences for human

communities and the environment. On notice that their products were causing global
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climate change and dire effects on the planet, Defendants faced the decision of
whether or not to take steps to limit the damages their fossil fuel products were
causing and would continue to cause Earth’s inhabitants, including the people of
Delaware.

105. Before or thereafter, Fossil Fuel Defendants could and reasonably
should have taken any number of steps to mitigate the damages caused by their fossil
fuel products, and their own comments reveal an awareness of what some of those
steps should have been. Fossil Fuel Defendants should have warned the public,
regulators, and Delaware consumers of the dangers known to Defendants of the
unabated consumption of their fossil fuel products, and they could and should have
taken reasonable steps to ‘limit the potential greenhouse gas emissions afising out of
their fossil fuel prodﬁcts. |

106. - But several key events during the period 1988—1992 appear to have
prompted Defendants to change their tactics from general research and internal
discussion on climate change to a public campaign aimed at deceiving consumers
and the public, including those in Delaware, and evading regulation of their fossil
fuel products and/or emissions therefrom. These include:

a. In 1988, National Aeronautics and Space Administration

(NASA) scientists confirmed that human activities were actually contributing to

105



Case 1:20-cv-01429-UNA Document 1-1 Filed 10/23/20 Page 117 of 299 PagelD #: 253

global warming.?® On June 23 of that year, NASA scientist James Hansen’s
presentation of this information to Congress engendered significant news coverage
and publicity for the announcement, including coverage on the front page of the New
York Times.
b. On July 28, 1988, Senator Robert Stafford and four bipartisan
co-sponsors introduced S. 2666, “The Global Environmental Protection Act,” to
- regulate CO; and other greenhouse gases. Four more bipartisan bills to significantly
reduce CO; pollution were introduced over the following ten weeks, and in August,
U.S. Presidential candidate George.H.W. Bush pledged that his presidency would
combat the greenhouse effect with “the White House effect.”®® Political will in the
United States to reduce anthropogenic greenhouse gas emissions and mitigate the
harms associated with Defendants’ fossil fuel producfs was gaining momentum.
C. In December 1988, the United Nations formed the
Intergovernmental Panel on Climate Change (IPCC), a scientific panel dedicated to
providing the world’s governments with an objective, scientific analysis of climate

change and its environmental, political, and economic impacts.

89 See Peter C. Frumhoff et al., The Climate Responsibilities of Industrial Carbon
Producers, 132 CLIMATIC CHANGE 161 (2015).

%0 The White House and the Greenhouse, N.Y. TIMES (May 9, 1989),
http://www.nytimes.com/1989/05/09/opinion/the-white-house-and-the-
greenhouse.html.
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d. In 1990, the IPCC published its First Assessment Report on
anthropogenic climate change,’’ in which it concluded that (1) “there is a natural
greenhouse effect which already keeps the Earth warmer than it would otherwise
be,” and (2) that

emissions resulting from human activities are substantially

increasing the atmospheric concentrations of the greenhouse

gases carbon dioxide, methane, chlorofluorocarbons (CFCs) and
nitrous oxide. These increases will enhance the greenhouse
effect, resulting on average in an additional warming of the

Earth’s surface. The main greenhouse gas, water vapour, will

increase in response to global warming and further enhance it.”

The IPCC reconfirmed those conclusions in a 1992 supplement to the' First
Assessment report.®?

e. The United Nations began preparing for the 1992 Earth Summit
in Rio de Janeiro, Brazﬂ a‘major, newsworthy gathering of 172 world governments
of which 116 sent their heads of state. The Summit resulted in the United Nations

Framework Convention on Climate Change (UNFCCC), an international

environmental treaty providing protocols for future negotiations aimed at

?1 See IPCC, Reports, ipce.ch/reports.

2 IPCC, CLIMATE CHANGE: THE IPCC SCIENTIFIC ASSESSMENT xi (1990),
https://www.ipcc.ch/report/climate-change-the-ipcc-1990-and-1992-assessments.

% IPCC, 1992 IPCC SUPPLEMENT TO THE FIRST ASSESSMENT REPORT (1992),
https://www.ipcc.ch/report/climate-change-the-ipcc-1990-and-1992-assessments.
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“stabiliz[ing] greenhouse gas concentrations in the atmosphere at a level that would
prevent dangerous anthropogenic interference with the climate system.”%*

107. Those world events marked a shift in public discussion of climate
change, and the initiation of international efforts to curb anthropogenic greenhouse
emissions—developments that had stark implications for, and would have
diminished the profitability of, Defendants’ fossil fuel products.

108. Rather than collaborating with the international community by acting
to forestall, or at least decrease, their fossil fuel products’ contributions to global
warming, and its impacts, including sea level rise, disruptions to the hydrologic
cycle, and associated consequences to Delaware and other communities, Defendants
embarked on a decades-long campaign designed to maximize continued dependence
on their products and undermine national and international efforts to rein in
greenhouse gas emissions.

109. Defendants’ campaign, which focused on concealing, discrediting,
and/or misrepresenting information that tended to support restricting consumption
of (and thereby decreasing demand for) Defendants’ fossil fuel products, took

several forms. The campaign enabled Defendants to accelerate their business

94 UNITED NATIONS, UNITED NATIONS FRAMEWORK CONVENTION ON CLIMATE
CHANGE Art. 2 (1992), https://unfcce.int/resource/docs/convkp/conveng.pdf.
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practice of exploiting fossil fuel reserves, and concurrently externalize the social and
environmental costs of their fossil fuel products.. Those activities stood in direct
contradiction to Defendants’ own prior recognition that the science of anthropogenic
climate change was clear and that action was needed to avoid or mitigate dire
consequences to the planet and communities like the State’s.

110. Defendants—on their own and jomtly through indusfry and front
groups such as API and the GCC—funded, conceived, planned, and carried out a
sustained and widespread campaign of denial and disinformation about the existence
of climate change and their products’ contribution to it. The campaign included a
long-term pattern of direct misrepresentations and material omissions to consumers,
as well as a plan to influence consumers indirectly by affecting public opinion
through the dissemination of misleading research to the press, government, and
academia. Although Fossil Fuel Defendants were competitors in the marketplace,
they combined and collaborated on this public campaign to milsdirect and stifle
public knowledge in order to increase sales and protect profits. The effort included
promoting their hazardous products through advertising campaigns that failed to
wamn of the existential risks associated with the use of those products, and were
designed to influence consumers to continue using Defendants’ fossil fuel products

irrespective of those products’ damage to communities and the environment.
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111. For example, in 1988, Joseph Carlson, an Exxon public affairs
| manager, stated in an internal memo that Exxon “is providing leadership through
API in developing the petroleum industry position” on “the greenhouse effect.”’
He then went on to describe the “Exxon Position,” which included two important
messaging tenets among others: (1) “[e]mphasize the uncertainty in scientific
conclusions regarding the potential enhanced Greenhouse Effect”; and (2) “[r]esist
the overstatement and sensationalization [sic] of potential greenhouse effect which
could lead to noneconomic development of non-fossil fuel resources.”*®
112. Reflecting on his time as an Exxon consultant in the 1980s, Professor
Martin Hoffert, a former New York University physicist who researched climate
change, expressed regret over Exxon’s “climate science denial program campaign”-
in his sworn testimony before Congress:
[O]ur research [at Exxon] was consistent with findings of the United
Nations Intergovernmental Panel on Climate Change on human impacts
of fossil fuel burning, which is that they are increasingly having a
perceptible influence on Earth’s climate. . . . If anything, adverse
climate change from elevated CO2 is proceeding faster than the average
of the prior IPCC mild projections and fully consistent with what we
knew back in the early 1980°s at Exxon. . . . I was greatly distressed by

the climate science denial program campaign that Exxon’s front office
launched around the time I stopped working as a consultant—but not

95 Memorandum from Joseph M. Carlson, The Greenhouse Effect (Aug. 3, 1988),
https://assets.documentcloud.org/documents/3024180/1998-Exxon-Memo-on-the-
Greenhouse-Effect.pdf.

% Id.
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collaborator—for Exxon. The advertisements that Exxon ran in major
newspapers raising doubt about climate change were contradicted by
the scientific work we had done and continue to do. Exxon was
publicly promoting views that its own scientists knew were wrong, and
we knew that because we were the major group working on this.”’

113. A 1994 Shell report entitled “The Enhanced Greenhouse Effect: A
Review of the Scientific Aspects” by Royal Dutch Shell environmental advisor Peter
Langcake stands in stark contrast to the company’s 1988 report on the same topic.
Whereas before, the authors recommended consideration of policy solutions early
on, Langcake warned of the potentially dramatic “economic effects of ill-advised
policy measures.” While the report recognized the TPCC conclusions as the
mainstream view, Langcake still emphasized scientific uncertainty, noting, for
example, that “the postulated link between any observed temperature rise and human
activities has to be seen in relation to natural variability, which is still largely
unpredictable.” The Shell Group position is stated clearly in the report: “Scientific

uncertainty and the evolution of energy systems indicate that policies to curb

7 Examining the Oil Industry’s Efforts to Suppress the Truth About Climate
Change, Hearing Before the Subcomm. on Civil Rights and Civil Liberties of the
Comm. on Oversight and Reform, 116th Cong. 7-8 (Oct. 23, 2019) (statement of
Martin Hoffert, Former Exxon Consultant, Professor Emeritus, Physics, New York
University), https://oversight.house.gov/legislation/hearings/examining-the-oil-
industry-s-efforts-to-suppress-the-truth-about-climate-change.
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greenhouse gas emissions beyond ‘no regrets’ measures could be premature, divert
resources from more pressing needs and further distort markets.”?®
114. In 1991, for example, the Information Council for the Environment
(“ICE”), whose members included affiliates, predecessors and/or subsidiaries of
Defendants, launched a national climate change science denial campaign with full-
page newspaper ads, radio commercials, a public relations tour schedule, “mailers,”
and research tools to measure campaign success. Included among the campaign
strategies was to “reposition global warming as theory (not fact).” Its target audience
included older less-educated males who are “predisposed to favor the ICE agenda,
and likely to be even more supportive of that agenda following exposure to new
info.”*
115. A goal of ICE’s advertising campaign was to change public opinion and

avoid regulation. A memo from Richard Lawson, president of the National Coal

Association, a predecessor to the National Mining Association, asked members to

%8 P. LANGCAKE, SHELL INTERNATIONALE PETROLEUM, THE ENHANCED
GREENHOUSE EFFECT: A REVIEW OF THE SCIENTIFIC ASPECTS (Dec. 1994),
https://www.documentcloud.org/documents/4411099-

Documentl 1.html#document/p15/a411511.

% Union of Concerned Scientists, Deception Dossier #5: Coal’s “Information
Council on the Environment” Sham (1991),
http://www.ucsusa.org/sites/default/files/attach/2015/07/Climate-Deception-
Dossier-5_ICE.pdf.
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contribute to the ICE campaign with the justification that “policymakers are
prepared to act [on global warming]. Public opinion polls reveal that 60% of the
American people already believe global warming is a serious environméntal
problem. Our industry cannot sit on the sidelines in thié debate.”1%

116. The following images are examples of ICE-funded print advertisements
challenging the validity of climate science and intended to obscure the scientific

consensus on anthropogenic climate change and induce political inertia to address

it.lOI

100 Naomi Oreskes, My Facts Are Better Than Your Facts: Spreading Good News
About Global Warming (2010), in PETER HOWLETT ET AL., HOW WELL DO FACTS
TRAVEL?: THE DISSEMINATION OF RELIABLE KNOWLEDGE 136—66 (Cambndge
University Press, 2011).

101 Union of Concerned Scientists, Deception Dossier #5: Coal’s “Information
Council on the Environment” Sham at 47-49 (1991),
http://www.ucsusa.org/sites/default/files/attach/2015/07/Climate-Deception-

Dossier-5 ICE.pdf.
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117. In 1996, Exxon released a publication called “Global Warming: Who’s
Right? Facts about a debate that’s turned up more questions than answers.” In the
publication’s preface, Exxon CEO Lee Raymond inaccurately stated that “taking
drastic action immediately is unnécessary since many scientists agree there’s ample
time to better understand the climate system.” The publication described the
greenhouse effect as “unquestionably real and definitely a good thing,” while
ignoring the severe consequences that would result from the influence of the
increased CO, concentration on the Earth’s climate. Instead, it characterized the
greenhouse effect as simply “what makes the earth’s atmosphere livable.” Directly
contradicting Exxon’s own knowledge and peer-reviewed science, the publicaition

ascribed the rise in temperature since the late 19% century to “natural fluctuations
114
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that occur over long periods of time” rather than to the anthropogenic emissions that
Exxon itself and other scientists had confirmed were responsible. The publication
also falsely challenged the computer models that projected the future impacts of
unabated fossil fuel product consumption, including those developed by Exxon’s
own employees, as having been “proved to be inaccurate.” The publication
contradicted the numerous reports prepared by and circulated among Exxon’s staff,
and by the API, stating that “the indications are that -a warmer world would be far
more benign than many imagine . . . moderate warming would reduce mortality rates
in the US, so a slightly warmer climate would be more healthful.” Raymond
concluded his preface by attacking advocates for limiting the use of his company’s
fossil fuel products as “drawing on bad science, faulty logic, or unrealistic
assumptions”—despite the importa;ﬁt rgé that Exxon’s own scientists had played in
compiling those same scientific lunderpinnings.m

118. API published an extensive report in the same year warning against
concern over CO, buildup and any need to curb consumpt.ion‘or regulate the fossil

fuel industry. The introduction stated that “there is no persuasive basis for forcing

Americans to dramatically change their lifestyles to use less oil.” The authors

102 ExxXON CORP., GLOBAL WARMING: WHO’S RIGHT? (1996),

https://www.documentcloud.org/
documents/2805542-Exxon-Global-Warming-Whos-Right.html.
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discouraged the further development of certain alternative energy sources, writing
that “government agencies have advocated the increased use of ethanol and the
electric car, without the facts to support the assertion that either is superior to existing
fuels and technologies” and that “policies that mandate replacing oil with specific
alternative fuel technologies freeze progress at the current level of technology, and
reduce the chance that innovation will develop better solutions.” The paper also
denied the human cqnnection to climate change, by falsely stating that no “scientific
evidence exists that human activities are significantly affecting sea levels, rainfall,
surface temperatures or the intensity and frequency of storms.” The report’s
message was false but clear: “Facts don’t support the arguments for restraining oil
use.”103

119. In a speech presented at the World Petroleum Congress in Beijing in
1997 at which many of the Defendants were present, Exxon CEO Lee Raymond
reiterated those views. This time, he presented a false dichotomy between stable

energy markets and abatement of the marketing, promotion, and sale of fossil fuel

products Defendants knew to be hazardous. He stated:

103 SALLY BRAIN GENTILLE ET AL., AMERICAN PETROLEUM INSTITUTE,
REINVENTING ENERGY: MAKING THE RIGHT CHOICES (1996),
http://www.climatefiles.com/trade- group/amerlcan—petroleum—mstltute/ 1996-
reinventing-energy.
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Some people who argue that we should drastically curtail our use of
fossil fuels for environmental reasons . . . my belief [is] that such
proposals are neither prudent nor practical. With no readily available
economic alternatives on the horizon, fossil fuels will continue to
supply most of the world’s and this region’s energy for the foreseeable
future.

Governments also need to provide a stable investment climate . . . They
should avoid the temptation to intervene in energy markets in ways that
give advantage to one competitor over another or one fuel over another. .

We also have to keep in mind that most of the greenhouse effect comes
from natural sources . . . Leaping to radically cut this tiny sliver of the
greenhouse pie on the premise that it will affect climate defies common
sense and lacks foundation in our current understanding of the climate
system.

Let’s agree there’s a lot we really don’t know about how climate will
change in the 21st century and beyond . . . It is highly unlikely that the
temperature in the middle of the next century will be significantly
affected whether policies are enacted now or 20 years from now. It’s
bad public policy to impose very costly regulations and restnctlons
when their need has yet to be proven.'*

120. Imperial Oil (ExxonMobil) CEO Robert Peterson falsely denied the
established connection between Defendants’ fossil fuel producfs and anthrobogenic
climate change in the Summer 1998 Imperial Oil Review, “A Cleaner Canada:”

[TThis issue [referring to climate change] has absolutely nothing to do

with pollution and air quality. Carbon dioxide is not a pollutant but an
essential ingredient of life on this planet. . . . [T]he question of whether

104 Lee R. Raymond, Chairman and Chief Executive Officer, Exxon Corp., Address
at the World Petroleum Congress (Oct. 13, 1997),
https://assets.documentcloud.org/documents/
2840902/1997-Lee-Raymond-Speech-at-China-World-Petroleum.pdf.
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or not the trapping of ‘greenhouse’ gases will result in the planet’s
getting warmer . . . has no connection whatsoever with our day-to-day
weather.

There is absolutely no agreement among climatologists on whether or
not the planet is getting warmer, or, if it is, on whether the warming is
the result of man-made factors or natural variations in the climate. . . .

I feel very safe in saying that the view that burning fossil fuels will
result in global climate change remains an unproved hypothesis.!%

121. Mobil (ExxonMobil) paid for a series of “advertorials,” advertisements

- located in the editorial section of the New York Times and meant to look like
editorials rather than paid ads. Those ads discussed various aspects of the public
discussion of climafe change and sought to undermine the justifications for tackling
greenhouse gas emissions as unsettled science. The 1997 advertorial below!%
argued that economic analysis of emissions restrictions was faulty and inconclusive

and therefore a justification for delaying action on climate change.

105 Robert Peterson, 4 Cleaner Canada in IMPERIAL OIL REVIEW (1998),
https://www.desmogblog.com/sites/beta.desmogblog.com/files/A%20Cleaner%20
Canada%?20Imperial%200il.pdf.

106 Mobil, When Facts Don’t Square with the Theory, Throw Out the Facts, N.Y.
TIMES, A31 (Aug.14, 1997), https://www.documentcloud.org/documents/705550-
mob-nyt-1997-aug-14-whenfactsdontsquare.html.
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122. In 1998, API convened a Global Climate SCieﬁce Communications
Team (“GCSCT”) whose members included Exxon’s senior environmental lobbyist,
an API public relations representative, and representatives from Chevron. There
were no scientists on the “Global Climate Science Team.” Steve Milloy (a key
player in the tobacco industry’s front group) and his organization The Advancement
of Sound Science Coalition (“TASSC”) were founding members of the GCSCT.
TASSC was a fake grassroots citizen group created by the tobacco industry to sow
uncertainty by discrediting the scientific link between eﬁposure to second-hand
-cigarette smoke and increased rates of cancer and heart disease. Philip Morris
launched TASSC on the advice of its public relations firm, which advised Philip
Morris thatAthe tobacco company itself would not be a credible voice on the issue of
émoking and public health. TASSC, througil API and with the abproval of Fossil
Fuel Defendants, also became a front group for the fossil fuel industry, using the |
same tactics it had honed while operating on behalf of tol?acco companies to spread
doubt about climate science. Although TASSC posed as a grassroots group of
concerned citizens, it was funded by Defendants. For example, between 2000 and
2004, Exxon donated $50,000 to Milloy’s Advancement of Sound Science Center;
and an additional $60,000 to the Free Enterprise Education Institute and $50,000 to

the Free Enterprise Action Institute, both of which were registered to Milloy’s home
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address.!%” The GCSCT represented a continuation of Defendants’ concerted actions
to sow doubt and confusion about climate change in order to further Defendants’
business interests.

123. Starting in 1998, the GCSCT continued Defendants’ efforts to deceive
the public about the dangers of fossil fuel use by launching a campaign to convince
the public that the scientific basis for climate change was in doubt. The multi-
million-dollar, multi-year plan included, among other elements, plans to:
(a) “[d]evelop and implement a national media relations program to inform the
media about uncertainties in climate science to generate national, regional, and local -
media coverage on the scientific uncertainties”; (b) “[d]evelop a global climate

science information kit for media including peer-reviewed papers that undercut the

‘conventional wisdom’ on climate science”; (c) “[p]roduce . . . a steady stream of
op-ed columns”; and (d) “[d]evelop and implement a direct outreach program to
inform and educate members of Congress . . . and school teachers/students about

uncertainties in climate science” to “begin to erect a barrier against further efforts to

107 UNION OF CONCERNED SCIENTISTS, SMOKE, MIRRORS & HOT AIR: HOw
ExXxXONMOBIL USES BIG ToBACCO’S TACTICS TO MANUFACTURE UNCERTAINTY ON
CLIMATE SCIENCE (July 16, 2007), https://www.ucsusa.org/resources/smoke-
mirrors-hot-air.
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impose Kyoto-like measures in the future”!%

—a blatant attempt to disrupt
international efforts to negotiate any treaty curbing greenhouse gas emissions to
ensure a continued and unimpeded market for their fossil fuel products.

124. Exxon, Chevron, and API contributed to the development of the plan,
which plainly set forth the criteria by which the contributors would know when their
efforts to manufacture doubt had been successful. “Victory,” they wrote, “will be
achieved when . . . average citizens “‘understand’ (recognize) uncertainties in climate
science” and “recognition of uncertainties becomes part of the ‘conventional

wisdom,’”’1%?

In other words, the plan was part of Defendants’ goal to use
disinformation to plant doubt about the reality of climate change in an effort to
maintain consumer demand for their fossil fuel products and their large profits.

125. Soon after, API distributed a memo té its members illuminaﬁng API’s
and Fossil Fuel Defendants’ concern over the potential regulation of their fossil fuel

products: “Climate is at the center of the industry’s business interests. Policies

limiting carbon emissions reduce petroleum product use. That is why it is API’s

108 Email from Joe Walker to Global Climate Science Team, Draft Global Climate
Science Communications Plan (Apr. 3, 1998),
https://assets.documentcloud.org/documents/784572/api-global-climate-science-
communications-plan.pdf.

109 74
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highest priority issue and defined as ‘strategic.’”!!® Further, the API memo stressed
many of the strategies that Defendants collectively utilized to combat the perception
of their fossil fuel products as hazardous. They included:

a. Influencing the tenor of the climate change “debate” as a means
to establish that greenhouse gas reduction policies like the Kyoto Protocol were not
necessary to responsibly address climate change;

b. Maintaining strong working relationships between government
regulators and communications-oriented organizations like the Global Climate
Coalition, the Heartland Institute, and other groups carrying Defendants’ message
minimizing the hazards of the unabated use of their fossil fuel products and opposing
regulation thereof;

C. Buﬂding ﬂ;e case for (and falsely dichotomizing) Defendants’
positive contributions to a “long-term approach” (ostensibly for regulation of their
products) as a reason for society to rej ect short term fossil fuel emissions regulations,

and engaging in climate change science uncertainty research; and

10 Allegations of Political Interference with Government Climate Change Science,
Hearing Before the Comm. on Oversight and Government Reform, 110th Cong.
324 (Mar. 19, 2007) https://ia601904.us.archive.org/

25/items/gov.gpo.fdsys. CHRG-110hhrg37415/CHRG-110hhrg37415.pdf.
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d.  Presenting Defendants’ positions on climate change in domestic
and international forums, including by preparing rebuttals to IPCC reports.

126. In furtherance of the strategies described in these memoranda,
Defendants made misleading statements about climate change, the relationship
between climate change and their fossil fuel products, and the urgency of the
problem. Defendants made these statements in public fora and in advertisements
published in newspapers aﬁd other media with substantial circulation to Delaware,
including ‘national publications such as the New York Times, Wall Street Journal,
and Washington Post.

127. Phillip Cooney, an attorney at API from 1996 to 2001, testified at a
2007 Congressional hearing that it was “typical” for API to fund think tanks and
advocacy groups that minimized foséil fuels’ role in climate change. Among the
groups to which API provided funding were the Heartland Institute, Competitive
Enterprise Institute (“CEI”), and the American Council on Capital Formation, each
of which issued publications challenging the scientific consensus that fossil fuels
were causing climate change and opposed restrictions on Fossil Fuel Defendants’

extraction, production, and sale of fossil fuels.!!!

1 g
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128. Defendants, individually and through trade associations and front
groups like API and GCC, mounted a deceptive public campaign against regulation
of their business practices in order to continue wrongfully promoting and marketing
their fossil fuel products, despite their own knowledge and the growing national and
international scientific consensus about the hazards of doing so.

129. The Global Climate Coalition (GCC), on behalf of Defendants and

‘other fossil fuel companies, funcied deceptive advertising campaigns and distributed
misleading material to generate public uncertainty around the climate debate, with
the specific purpose of preventing U.S. adoption of the Kyoto Protocol, despite the
leading role that the U.S. had played in the Protocol negotiations.!!? Despite an
- internal primer stating that various ‘“contrarian theories” (i.e., climate change
skepticism) do not ;;éffér convmcmg ar_;guments against the conventional model of
greenhouse gas emission-induced climate change,” GCC excluded this section from

the public version of the backgrounder'"? and instead funded and promoted some of

112 Id.

113 Memorandum from Gregory J. Dana, Assoc. of Int’l Auto. Mfrs., to AIAM
Technical Committee, Global Climate Coalition (GCC) - Primer on Climate
Change Science - Final Draft (Jan. 18, 1996),
http://www.webcitation.org/6FyqHawb9.
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those same contrarian theories. Between 1989 and 1998, the GCC spent $13 million
on advertisements as part of a campaign to cast doubt on climate science.!'*

130. For example, in a 1994 report, the GCC stated that “observations have
not yet confirmed evidence of global warming that can be attributed to human
activities,” that “[t]he claim that serious impacts from climate change have occurred
or will occur in the future simply has not been proven,” and “[c]onsequently, there
is no basis for the design of effective policy action that would eliminate the potential
for climate change.”''® In 1995, the GCC published a booklet called “Climate
Change: Your Passport to the Facts,” which sta‘;ed, “While many warnings have
reached the popular press about the consequences of a potential man-made warming
of the Earth’s atmosphere during the next 100 years, there remains no scientific

evidence that such a dangerous warming will actually occur.”!1¢

114 Wendy E. Franz, Kennedy School of Government, Harvard University, Science,
Skeptics and Non-State Actors in the Greenhouse, ENRP Discussion Paper E-98--
18, at 13 (Sept. 1998),

https://www .belfercenter.org/sites/default/files/legacy/files/Science%20Skeptics%
20and%20Non-State%20A ctors%20in%20the%20Greenhouse%20-%20E-98-
18.pdf.

. 115 GCC, ISSUES AND OPTIONS: POTENTIAL GLOBAL CLIMATE CHANGE, CLIMATE
FILES (1994), http://www.climatefiles.com/denial-groups/global-climate-coalition-
collection/1994-potential-global-climate-change-issues.

116 GCC, CLIMATE CHANGE: YOUR PASSPORT TO THE FACTS, CLIMATE FILES (1995),
http://www.climatefiles.com/denial-groups/global-climate-coalition-
collection/1995-climate-change-facts-passport.
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131. A key strategy in Defendants’ efforts to discredit scientific consensus
on climate change and the IPCC was to bankroll scientists who, although accredited,
held fringe opinions that were even more questionable given the sources of their
research funding. Those scientists obtained part or all of their research budget from
Fossil Fuel Defendants directly or through Fossil Fuel Defendant-funded
organizations like API,!'7 but they frequently failed to disclose their fossil fuel
industry underwriters.''® - Defendants intended for the research of scientists they
funded to be distributed to and relied on by consumers when buying Defendants’ |
products, including by consumers in Delaware. -

132. Creating a false sense of disagreement in the scientific community
(despite the consensus that its own scientists, experts, and managers had previously
acknowledged) has had an evident impact on public opinion. A 2007 Yale
University-Gallup poll found that while 71 percent of Ameéricans personally believed

global warming was happening, only 48 percent believed that there was a consensus

117 o Willie Soon & Sallie Baliunas, Proxy Climatic and Environmental
Changes of the Past 1000 Years, 23 CLIMATE RESEARCH 88, 105 (Jan. 31, 2003),
http://www.int-res.com/articles/cr2003/23/c023p089.pdf.

U8 E g, Smithsonian Statement: Dr. Wei-Hock (Willie) Soon, SMITHSONIAN (Feb.
26, 2015), -
https://web.archive.org/web/20181105223030/https://www.si.edu/newsdesk/releas
es/smithsonian-statement-dr-wei-hock-willie-soon.
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among the scientific community, and 40 percent believed there was a lot of
disagreement among scientists over whether global warming was occurring.!?

133. 2007 was the same year the IPCC published its Fourth Assessment
Report, in which it concluded that “there is very high confidence that the net effect
of human activities since 1750 has been one of warming.”!?® The IPCC defined
“very high confidence” as at least a 9 out of 10 chance.'?!

134, Defendants, individually and through their trade association
memberships, worked directly, and often in a deliberately obscured manner, to evade
regulation of the emissions resulting from use of their fossil fuel products and to
conceal and misrepresent their products’ known dangers.

135. Defendants have funded dozens of think tanks, front groups, and dark
money foundations bushing climate chaﬁge denial. These iﬁclude CEl, the
Heartland Institute, Fromtiers for Freedom, Committee for a Constructive

Tomorrow, and Heritage Foundation. From 1998 to 2014 ExxonMobil spent almost

19 dmerican Opinions on Global Warming: A Yale/Gallup/Clearvision Poll, Yale
Program on Climate Change Communication (July 31, 2007),
http://climatecommunication.yale.edu/
publications/american-opinions-on-global-warming.

120 IPCC, SUMMARY FOR POLICYMAKERS: A REPORT OF WORKING GROUP I TO THE
FOURTH ASSESSMENT REPORT 3 (2007),
https://www.ipcc.ch/site/assets/uploads/2018/02/ar4-wgl-spm-1.pdf.

121 Id
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$31 million funding numerous organizations misrepresenting the scientific
consensus that Defendants’ fossil fuel products were causing climate change, sea
level rise, and injuries to Delaware, among other communities.!?> Several
Defendants have been linked to other groups that undermine the scientific basis
linking Defendants’ fossil fuel products to climate change and sea level rise,
including the Frontiers of Freedom Institute and the George C. Marshall Institute.

136. Exxon acknowledged its own previous success in sowing uncertainty
and slowing mitigation through funding of climate denial groups. In its 2007
Corporate Citizenship Report, Exxon declared: “In 2008, we will discontinue
contributions to several public policy research groups whose position on climate
change could divert attention from the important discussion on how the world will
secure the energy required for economic growth in an environmentally responsible
manner.”'? Despite this pronouncement, Exxon remained financially associated
with several such groups after the report’s publication.

137. In September 2015, journalists at InsideClimate News reported the fact

that Exxon Mobil had superior knowledge of the causes and potential consequences

122 ExxonSecrets.org, ExxonMobil Climate Denial Funding 1998-2014,
http://exxonsecrets.org/html/index.php.

123 EXXONMOBIL, 2007 CORPORATE CITIZENSHIP REPORT 41 (Dec. 31, 2007),
http://www.documentcloud.org/documents/2799777-ExxonMobil-2007-Corporate-
Citizenship-Report.html.
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of climate change and the role its products played in causing climate change as i
back as the 1970s  These journalists uncovered ExxonMobil’s superior
knowledge through an exhaustive investigation of thousands of archived documents
and through interviews with former ExxonMobil employees.

138. Between October and December 2015, several journalists at the Energy
and Environment Reporting Project at Columbia University’s Graduate School of
Journalism and the Los Angeles Times also exposed the fact that ExxonMobil and
others had superior knowledge of the causes and potential consequences of climate
change and the role their products played in causing climate change as far back as
the 1970s.'® These journalists uncovered ExxonMobil’s superior knowledge
through an exhaustive investigation of archived documents, through interviews with

former ExxonMobil employees, and through a review of scientific journals.

124 Neela Banerjee et al., Exxon: The Road Not Taken, INSIDECLIMATE NEWS (Sept.
16, 2015), https://insideclimatenews.org/content/Exxon-The-Road-Not-Taken.

125 The Los Angeles Times published a series of three articles between October and
December 2015. See Katie Jennings et al., How Exxon went from leader to skeptic
on climate change research, L.A. TIMES (Oct. 23, 2015),
https://graphics.latimes.com/exxon-research; Sara Jerving et al., What Exxon knew
about the Earth’s melting Arctic, L.A. TIMES (Oct. 9, 2015),
https://www.latimes.com/nation/la-na-what-exxon-knew-20151009-story.html,
Amy Lieberman & Susanne Rust, Big Oil braced for global warming while it
fought regulations, L.A. TIMES (Dec. 31, 2015), https://graphics.latimes.com/oil-
operations.
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139. In November 2017, the Center for International Environmental Law
issued a report that revealed that Defendants, including API, had superior knowledge
of the causes and potential consequences of climate change and the role their
products played in causing climate change.!?$

140. Defendants could have contributed to the global effort to mitigate the
impacts of greenhouse gas emissions by, for example, delineating practical technical
strategies, policy goals, and regulatory structures that would have allowed them to
continue their business ventures while reducing greenhouse gas emissions and
supporting a transition to a lower carbon future. Instead, Defendants undeitook a
momentous effort fo evade international and national regulation of greenhouse gas
emissions to enable them to continue unabated fossil fuel production.

| 141. As a re.sult of Defendants’ »to’rtious, félse, and misleading conduct,‘
consumers of Defendants’ fossil fuel products and policy-makers, in Delaware as
elsewhere, have been deliberately and unnecessarily deceived about: the role of
fossil fuel prbduéts in causing global warming, sea level rise, disruptions to the

hydrologic cycle, and increased extreme precipitation, heatwaves, drought and other

126 CAROLL MUFFETT & STEVEN FEIT, CTR. FOR INT’L ENVTL. LAW, SMOKE AND
FUMES: THE LEGAL AND EVIDENTIARY BASIS FOR HOLDING BIG OIL ACCOUNTABLE
FOR THE CLIMATE CRISIS 10 (2017), https://www.ciel.org/reports/smoke-and-
fumes.
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consequences of the climate crisis; the acceleration of global warming since the mid-
20" century and the continuation thereof; and the fact that the continued increase in
fossil fuel product consumption creates severe environmental threats and significant
economic costs for coastal communities, including Delaware. Reasonable
consumers and policy makers have also been deceived about the depth and breadth
of the state of the scientific evidence on anthropogenic climate change, and in
particular, about the strength of the scientific consensus demonstrating the role of
fossil fuels in causing both climate change and a wide range of potentially
destructive impacts, including sea level rise, disruptions to the hydrologic cycle,
extreme precipitation, heatwaves, drought, and associated consequences.

D. In Contrast to Their Public Statements, Defendants’ Internal

- Actions Demonstrate Their Awareness of and Intent to Profit from
the Unabated Use of Fossil Fuel Products.

142. In contrast to their public-facing efforts challenging the validity of the
scientific consensus about anthropogenic climate change, Defendants’ acts and
omissions evidence their internal acknowledgement of the reality of climate change
and its likely consequences. Those actions include, but are not limited to, making
multi-billion-dollar infrastructure investments for their own operations that
acknowledge the reality of coming anthropogenic climate-related change. Those
investments included (among othersj, raising offshore oil platforms to protect

against sea level rise; reinforcing offshore oil platforms to withstand increased wave

132
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strength and storm severity; and developing and patenting designs for equipment
intended to extract crude oil and/or natural gas in areas previously unreachable
because of the presence of polar ice sheets.!?’

143. For example, in 1973 Exxon obtained a patent for a cargo ship capable
of breaking through sea ice!*® and for an oil tanker'?® designed specifically for use
in previously unreachable areas of the Arctic.

144. 1In 1974, Chevron obtained a patent for a mobile arctic drilling platform

130 allowing

designed to withstand significant interference from lateral ice masses,

for drilling in areas with increased ice floe movement due to elevated température.
145. That same year, Texaco (Chevron) worked toward obtaining a patent

for a method and apparatus for reducing ice forces on a marine structure prone to

being frozen in ice through natural weather conditions,!3! allowing for drilling in

previously unreachable Arctic areas that would become seasonally accessible.

127 Lieberman & Rust, supra note 125.

128 ExxonMobil Research Engineering Co., Patent US3727571A: Icebreaking
cargo vessel (granted Apr. 17, 1973),
https://www.google.com/patents/US3727571.

129 ExxonMobil Research Engineering Co., Patent US3745960A: Tanker vessel
(granted July 17, 1973), https://www.google.com/patents/US3745960.

130 Chevron Research & Technology Co., Patent US3831385A: Arctic offshore
platform (granted Aug. 27, 1974), https://www.google.com/patents/US3831385.

B! Texaco Inc., Patent US3793840A: Mobile, arctic drilling and production
platform (granted Feb. 26, 1974), https://www.google.com/patents/US3793840.
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146. Shell obtained a patent similar to Texaco’s (Chevron) in 1984.132

147. In 1989, Norske Shell, Royal Dutch Shell’s Norwegian subsidiary,
altered designs for a natural gas platform planned for construction in the quth Sea
to account for anticipated sea level rise. Those design changes were ultimately
carried out by Shell’s contractors, adding substantial costs to the project.'*?

a. The Troll field, off the Norwegian coast in the North Sea, was
proven to contain large natural oil and gas deposits in 1979, shortly after Norske
Shell was approved by Norwegian oil and gas regulators to operate a portion of
the field.

b. In 1986, the Norwegian parliament granted Norske Shell
authority to complete the first development phase of the Troll field gas deposits, and
Norske Shell began designing the “Troll A” gas platform, with the intent to begin
operation of the platform in approximately 1995. Based on the very large size of the
gas deposits in the Troll field, the Troll A platform was projected to operate for

approximately 70 years.

132 Shell Oil Co., Patent US4427320A4: Arctic offshore platform (granted Jan. 24,
1984), https://www.google.com/patents/US4427320.

133 Greenhouse Effect: Shell Anticipates a Sea Change, N.Y. TIMES (Dec. 20,
1989), http://www.nytimes.com/1989/12/20/business/greenhouse-effect-shell-
anticipates-a-sea-change.html.
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C. The platform was originally designed to stand approximately 100
feet above sea level—the amount necessary to sta}A/» above waves in a.once-in-a-
century strength storm.

d.  In 1989, Shell engineers revised their plans to increase the above-
water height of the platform by 3-6 feet, specifically to account for higher
anticipated average sea levels and increased storm intensity due to global warming
over the platform’s 70-year operational life.!**

€. Shell projected that the additional 3-6 feet of above-water
construction would increase the cost of the Troll A platform by as much as $40

million..

E. Defendants’ Actions Have Exacerbated the Costs of Adapting to
and Mitigating the Adverse Impacts of the Climate Crisis.

148, As greenhouse gas pollution -accumulates in the atmosphere, sdme of
which does not dissipaAtle for potentially thousands of years (namely CO,), climate
changes and consequent adverse environmental changes compound, and their
frequencies and magnitudes increase. As those adversé environmental changes
compound and their frequencies and magnitudes increase, so too do the physical,

environmental, economic, and social injuries resulting therefrom.

134 Id_; Lieberman & Rust, supra note 125.
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149. Delayed efforts to curb anthropogenic greenhouse gas emissions have
‘therefore increased environmental harms and increased the magnitude and cost to
address harms, including to Delaware, that have already occurred or are locked in
by previous emissions. -

150. Therefore, Defendants’ campaign to obscure the science of climate
change so as to protect and expand the use of fossil fuels greatly increased and
continues to increase the harms and rate of harms suffered by Delaware and its
residents.

151. The costs of inaction on anthropogenic climate change and its adverse
environmental effects were not lost on Defendants. In a 1997 speech by John
Browne, Group Executive for BP America, at. Stanford University, Browne
described Defendants’ and the entire fossil fuel industry’s responsibility and
opportunities to reduce use of fossil fuel products, reduce global CO, emissions, and
mitigate fhe harms associated with the use and consumption of such products:

A new age demands a fresh perspective of the nature of society and
responsibility.

We need to go beyond analysis and to take action. It is a moment for
change and for a rethinking of corporate responsibility. . . . '

[TThere is now an effective consensus among the world’s leading
scientists and serious and well informed people outside the scientific
community that there is'a discernible human influence on the climate,
and a link between the concentration of carbon dioxide and the increase
n temperature.
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The prediction of the IPCC is that over the next century temperatures
might rise by a further 1 to 3.5 degrees centigrade [1.8°—6.3° F], and
that sea levels might rise by between 15 and 95 centimetres [5.9 and
37.4 inches]. Some of that impact is probably unavoidable, because it
results from current emissions. . . .

[I]t would be unwise and potentially dangerous to ignore the mounting
concern. :

The time to consider the policy dimensions of climate change is not
when the link between greenhouse gases and climate change is
conclusively proven ... but when the possibility cannot be discounted
and is taken seriously by the society of which we are part. . . .

We [the fossil fuel industry] have a responsibility to act, and I hope that
through our actions we can contribute to the much wider process which

is desirable and necessary.

BP accepts that responsibility and we’re therefore taking some specific
steps.

To control our own emissions.

To fund continuing scientific research.

To take initiatives for joint implementation.
To develop alternative fuels for the long term.

And to contribute to the public policy debate in search of the wider
global answers to the problem.!3*

135 John Browne, BP Climate Change Speech to Stanford, CLIMATEFILES (May 19,
1997), http://www.climatefiles.com/bp/bp-climate-change-speech-to-stanford.
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152. Despite Defendants’ knowledge of the foreseeable, measurable, and
significant harms associated with the unabated consumption and use of their fossil
fuel products, in Delaware as elsewhere, énd despite Defendants’ knowledge of
technologies and practices that could have helped to reduce the foreseeable dangers
asséciated with their fossil fuel products, Defendants continued to misleadingly and
wrongfully market and promote heavy fossil fuel use and mounted‘é campaign to
obscure the connection between their fossil fuel products and the climate crisis,
dramatically increasing the cost of abatement. This campaign was intended to and
did reach and influence Delaware consumers, along with consumers elsewhere. At
all relevant times, Defendants were deeply familiar with opportunities to reduce the
use of their fossil fuel products, reduce global greenhouse gas emissions associated
therewith, and mitigate the harms associated wifh the use and consumi)tion of such
products. Examples of that recognition include, but are not limited to the following:

a. In 1961, Phillips Petroleum Company filed a patent application
for a method to purify gas, among other things, as “natural gas containing gasoline
hydrocarbons ca\n contain undesirable amounts of sulfur and other compounds such

as carbon dioxide which are undesirable in the finished gasoline product.”!3¢

136 Phillips Petroleum Co., Patent US3228874A: Method for recovering a purified
component from a gas (filed Aug. 22, 1961),
https://patents.google.com/patent/US3228874.
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b. In 1963, Esso (Exxon Mobil) obtained multiple patents on
technologies for fuel cells, including. on the design of a fuel cell and necessary
electrodes,!®” and on a process for increasing the oxidation of a fuel, specifically
methanol, to produce electricity in a fuel cell.!*

C. In 1970, Esso (Exxon Mobil) obtained a patent for a “low-
polluting engine and drive system” that used an interburner and air compressor to
reduce pollutant emissions, including CO, emissions, from gasoline combustion
engines (the system also increased the efficiency of the fossil fuel products used in
such engines, thereby lowering the amount of fossil f_ud product necessary to.operate
engines equipped with this technology).!3°

d. In I1980, Imperial Oil wrote in its “Review of Envirqnmental
Protecﬁon Activi;fiés for 1A978—A79: “Thete is no doubt that increases in fossil fuel
usage and decreases in forest cover are aggravating the potential problem of

increased CO- in the atmosphere. Technology exists to remove CO, from stack

137 ExxonMobil Research Engineering Co., Patent US3116169A: Fuel cell and fuel
cell electrodes (granted Dec. 31, 1963),
https://'www.google.com/patents/US3116169.

138 ExxonMobil Research Engineering Co., Patent US3113049A: Direct .
production of electrical energy from liquid fuels (granted Dec. 3, 1963),
https://www.google.com/patents/US3113049.

139 ExxonMobil Research Engineering Co., Patent US3513929A: Low-polluting
engine and drive system (granted May 26, 1970)
https://www.google.com/patents/US3513929.
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gases but removal of only 50% -of the CO, would double the cost of power
generation.”4?

e. A 1987 company briefing produced by Shell on “Synthetic Fuels
and Renewable Energy” noted that while “immediate prospects” were “limited,”
“nevertheless it is by pursuing commercial opportunities now and in the near future
that the valuable experience needed for further development will be gained.” The‘
brief also noted that “the task of replacing oil resources is likely to become
increasingly difficult and expensive and there will be-a growing need to develop
lean, convenient alternatives. Initially these will supplement and eventually replace
valuable oil products. Many potential energy options are as yet unknown or at very
early stages of 'reséarch and development. New energy sources take decades to make
a major global contribution. Sustained commitment is therefore needed during the
ren{ainder of this century to ensure that new technologies and those currently at a
relatively early stage of development are available to meet energy needs in the next

Century,”14l

140 TMPERIAL OIL LTD., REVIEW OF ENVIRONMENTAL PROTECTION ACTIVITIES FOR
1978-1979 2 (Aug. 6, 1980), http://www.documentcloud.org/documents/2827784-
1980-Imperial-Oil-Review-of-Environmental.html#document/p2.

141 Synthetic Fuels and Renewable Energy, SHELL SERVICE BRIEFING, no. 2, 1987 ,
https://assets.documentcloud.org/documents/4411089/Document2.pdf.
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f. A 1989 article in a publication from Exxon Corporate Research
for company use only stated: “CO2 emissions contribute about half the forcing [sic]
leading to a potential enhancement of the Greenhouse Effect. Since energy
generation from fossil fuels dominates modern CO2 emissions, strategies to limit
CO2 growth focus near term on energy efficiency and long term on developing
alternative energy sources. Practiced at a level to significantly reduce the growth of
greenhouse gases, these actions would havg substantial impact on society and our
industry—near-term from reduced demand for current products, long term from
transition to entirely new energy systems.”!4?

8. In 1996, more than thirty years after API’s president warned that
“time is running out” for.the world to address the “catastrophic consequences of
pollution,” API published the book “Reinventing Energy: Making the Right
Choices” to refute this very conclusion. Contradicting the scientific consensus

known by its members for decades, the book claims: “Currently, no conclusive—or

- even strongly suggestive—scientific evidence exists that human activities are

142 Brian Flannery, Greenhouse Science, CONNECTIONS: CORPORATE RESEARCH,
EXXON RESEARCH AND ENGINEERING COMPANY, Fall 1989,
http://www.climatefiles.com/exxonmobil/1989-exxon-mobil-article-technologys-
place-marketing-mix.
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significantly affecting sea levels, rainfall, surface temperatures, or the intensity and
frequency of storms.”!*?

h. The book downplayed nearly every aspect of established climate
science. API baldly claimed that scientists do not understand how carbon flows in
and out of the atmosphere and whether fossil fuels are even responsible for
increasing concentrations of atmospheric CO,. It then explained that even if some
warming does occur, such warming “would present few if any problems” because,
for example, farmers could be “smart enough to change their crop plans” and low-
lying areas would “likely adapt” to sea level rise.!**

1. As Delaware’s vulnerability demonstrates, however, such
adaptations, made necessary by Defendants’ conduct, are enormously expensive.
Defendants’ strategy merely transferred the significant costs and externalities of
their actions onto the State, and in the process, they reaped billions of dollars in
profit.

J- In the publication, API also contended that “the state of the

environment does not justify the call for the radical lifestyle changes Americans

143 AMERICAN PETROLEUM INSTITUTE, REINVENTING ENERGY: MAKING THE RIGHT
CHOICES 79 (1996), http://www.climatefiles.com/trade-group/american-petroleum-
institute/1996-reinventing-energy.

144 1d. at 86-87.
142
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would have to make to substantially reduce the use of oil and other fossil fuels” and
that the “benefits of alternatives aren’t worth the cost of forcing their use.” “Some
jobs definitely will be created in making, distributing and selling alternatives. But
they will come at the expense of lost jobs in the traditional automobile and petroleum
industries,” the authors continued. “Alternatives will likely be more expensive than
conventional fuel/vehicle technology. Consumers, obviously, will bear these
increased expenses, which means they will have less to spend on other products and
cost jobs.” !4

k. API published this book in service of one goal—ensuring its
members could continue to produce and sell fossil fuels in massive quantities that it
knew would devastate the planet. The book’s final section reveals this purpose. API
concluded: “[S]evere reduction in greenhouse gas emissions by the United States or
even all developed countries would impose large costs on countries but yield little
in the way of benefits—even under drastic climate change scenarios.”!46
153. Fossil Fuel Defendants could have made major inroads to mitigate the

State’s injuries through technology by developing and employing technologies to

capture and sequester greenhouse gases emissions associated with conventional use

145 1d. at 59, 68, 69.
146 1d. at 89.
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of their fossil fuel products. Fossil Fuel Defendants had knowledge dating at least
back to the 1960s, and indeed, internally researched and perfected many such
technologies. For instance:
a. Phillips Petroleum Company (ConocoPhillips) obtained a patent
in 1966 for a “Method for recovering a purified component from a gas” outlining a
process to remove carbon from natural gas and gasoline streams;'*’ and
b.  In 1973, Shell was granted a patent for a process to remove acidid
- gases, including CO,, from gaseous 1_.nixtures.m
154. Despite this knowledge, Fossil Fuel Defendants’ later forays into the
alternative energy sector were largely pretenses. For instance, in 2001, Chevron
developed and shared a sophisticated information management system to gather
greenhouse gas emissions data from its explorations and production to help regulate

and set reduction goals.!* Beyond this technological breakthrough, Chevron touted

17 Phillips Petroleum Co., Patent US3228874A: Method for recovering a purified
component from a gas (granted Jan. 11, 1966),
https://patents.google.com/patent/US3228874.

148 Shell Oil Co., Patent US3760564A: Process for the removal of acidic gases
from a gas mixture, (granted Sept. 25, 1973),
https://www.google.com/patents/US3760564A.

149 Press Release, Chevron, Chevron Introduces New System to Manage Energy
Use (Sept. 25, 2001),

https://web.archive.org/web/2017020720563 8/https://www.chevron.com/stories/ch
evron-introduces-new-system-to-manage-energy-use.
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“profitable renewable energy” as part of its business plan for several years and
launched a 2010 advertising campaign promoting the company’s move towards
renewable energy. Despite all this, Chevron rolled back its renewable and
alternative energy projects in 2014.1%°

155. Similarly, ConocoPhillips’s 2012 Sustainable Development report
declared developing renewable energy a priority in keeping with their position on
sustainable development and climate change.’®! Their 10-K filing from the same
year told a different stéry: “As an independent E&P company, we are solely focused
on our core business of exploring for, developing and producing crude oil and natural
gas globally.”!5?

156. Likewise, while Shell orchestrated an entire public relations campaign

around energy transitions towards net zero emissions, a fine-print disclaimer 1n its

150 Ben Elgin, Chevron Dims the Lights on Green Power, BLOOMBERG (May 29,
2014), https://www.bloomberg.com/news/articles/2014-05-29/chevron-dims-the-
lights-on-renewable-energy-projects.

151 CONOCOPHILLIPS, SUSTAINABLE DEVELOPMENT (2012),
http://static.conocophillips.com/files/resources/2012-sd-report.pdf.

152 CoNoCcOPHILLIPS, FORM 10-K: ANNUAL REPORT PURSUANT TO SECTION 13 OR
15(D) OF THE SECURITIES EXCHANGE ACT OF 1934 23 (Dec. 31, 2012),
https://www.sec.gov/Archives/edgar/data/1163165/000119312513065426/d452384
d10k.htm.
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2017 sustainability report reads: “we have no immediate plans to move to a net-zero
emissions portfolio over our investment horizon of 1020 years.”!>?

157. BP, appearing to abide by the representations Lord Browne made in his
speech described above, engaged in a rebranding cémpaign to convey an air of
environmental stewardship and renewable energy to its consumers. This included
renouncing its membership in the GCC in 2007, changing its name from ‘British
Petroleum” to “BP” while adopting the slogan “Beyond Petroleum,” and adopting a
conspicuously green corporate logo. However, BP’s self-touted “alternative energy”
investments during this turnaround included investments in natural gas, which is a
fossil fuel, and in 2007 the company reinvested in Canadian tar sands, a particularly
high-carbon source of 0il.'"** The company ultimately abandoned its wind and solar
assets in 2011 and 2013, respectively, and even the “Beyond Peﬁoleuﬁ” moniker in

2013.1%3

153 Shell, Sustainability Report 2017: Definitions and Cautionary Note,
https://reports.shell.com/sustainability-report/2017/servicepages/about.html.

154 Fred Pearce, Greenwash: BP and the Myth of a World ‘Beyond Petroleum,’ THE
GUARDIAN, (Nov. 20, 2008),
https://www.theguardian.com/environment/2008/nov/20/fossilfuels-energy.

155 Javier E. David, ‘Beyond Petroleum’ No More? BP Goes Back to Basics,
CNBC (Apr. 20, 2013), http://www.cnbc.com/id/100647034.
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158. After posting a $10 billion quarterly profit, Exxon in 2005 stated that
“We’re an oil and gas company. In times past, when we tried to get into other
businesses, we didn’t do it well. We’d rather re-invest in what we know.””!%¢

159. Even if Fossil Fuel Defendants did not adopt technological or energy
source alternatives that wouid have reduced use of fossil fuel products, reduced
global greenhouse gas pollution, and/or mitigated the harms associated with the use
and consumption of such products, Fossil Fuel Defendants could have taken other
practical, cost-effective steps to reduce the use of their fossil fuel products, reduce
global greenhouse gas pollution associated therewith, and mitigate the harms
associated with the use and consumption of such préducts. Those altemativés could
have included, among other measures:

| a. AcknoWledging and sharing the validity of scientific evidence on
anthropogenic climate change and the damages it will cause people; communities,
including the State; and the environment. Acceptance of that evidence along with
associated warnings and actions would have altered the debate from whether to

combat climate change and sea level rise to Aow to combat it; and avoided much of

the public confusion that has ensued over more than 30 years, since at least 1988;

156 James R. Healy, Alternate Energy Not in Cards at ExxonMobil, USA TODAY
(Oct. 27, 2005), https://usatoday30.usatoday.com/money/industries/energy/2005-
10-27-o1l-invest-usat_x.htm.
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b. Forthrightly communicating with Defendants’ stockholders,

| banks, insurers, consumers, the public, regulators, and the State and warning them

about the global warming hazards of Defendants’ fossil fuel products that were

known to Defendants, which would have enabled those groups to make material,

informed decisions about whether and how to address climate change and sea level
rise vis-a-vis Defendants’ products;

C. Refraining from affirmative efforts, whether directly, through
coalitions, or through front groups, to distort public debate, and to cause many
consumers and business and political leaders to think the relevant science was far
less certain that it actually was;

d. Sharing their internal scientific research with consumers and the
public, and with other scientists and 'business leaders, so as to increase public
understanding of the scientific underpinnings of climate change and its relation to
Defendants’ fossil fuel products;

€. Supporting and encouraging policies to avoid dangerous climate
change, and demonstrating corporate leadership in addressing the challenges of
transitioning to a low-carbon economy;

f. Prioritizing alternative sources of energy through sustained
investment and research on renewable energy sources to replace dependence on

Defendants’ hazardous fossil fuel products; and
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g.  Adopting their stockholders’ concerns about Fossil Fuel
Defendants’ need to protect their businesses from the inevitable consequences of
profiting from their fossil fuel products. Over the period of 1990-2015, Fossil Fuel
Defendants’ stockholders proposed hundreds of resolutions to change Fossil Fuel
Defendants’ policies and business practices regarding climate change. Those
included increasing renewable energy investment, cutting emissions, and
performing carbon risk assessments, among others.

160. Despite their knowledge of the foreseeable harms associated with the
consumptic;n of Defendants’ fossil fuel products, and despite the existence and fossil
fuel mndustry knowledge of opportunities that would have reduced the foreseeable
dangers associated with those products, Defendants wrongfully and falsely -
promoted, campaignedr against r’égulation of, and concealed the hazards of use of
their fossil fuel products.

F.  Defendants Continue to Mislead About the Impact of Their Fossil

Fuel Products on Climate Change Through Greenwashing

Campaigns and Other Misleading Advertisements in Delaware and
Elsewhere.

161. Defendants’ coordinated campaign of disinformation and deception
continues today, even as the scientific consensus about the cause and consequences
of climate change has strengthened. Fossil Fuel Defendants have falsely claimed

through advertising campaigns in Delaware and/or campaigns intended to reach
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Delaware, that their businesses are substantially invested in lower carbon
technologies and renewable energy sources. In truth, each Fossil Fuel Defendant
has invested minimally in renewable energy while continuing to expand its fossil
fuel production. They have also claimed that certain of their fossil fuel products are
“oreen” or “clean,” and that using these products will sufficiently reduce or reverse
the dangers of climate change. None of Fossil Fuel Defendants’ fossil fuel products
are “green” or “clean” because they all continue to ultimately warm the planet.

162. Instead of widely disseminating -this information, reducing their
pollution, and transitioning to non-polluting products, Defendants placed profits
over people. In connection with selling gasoline and other fossil fuel products to
consumers in Delaware, Defendants have failed to inform or warn those consumers
about the foreseeable effects of their fossil fuel products in causing and accelerating
the climate crisis.

163. Defendants’ advertising and promotional materials fail to disclose the
extreme safety risk associated with ‘the use of Defendants’ dangerous fossil fuel
products, which are causing “catastrophic” climate change, as understood by
Defendants’ and the industry’s own scientists decades ago and with the effects of
global warming now being felt in Delaware. They continue to omit that important

information to this day.
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164. Defendants have not just failed to disclose the catastrophic danger their
products cause. After having engaged in a long campaign to deceive consumers and
the public about the science behind climate change, Defendants are now engaging
in “greenwashing” by employing false and misleading advertising campaigns
promoting themselves as sustainable energy companies committed to finding
solutions to climate change, including by investing in alternative energy. These
campaigns were intended to and did reach and influence the public and consumers,
including in Delaware.

165. These misleading “greenwashing” campaigns are intended to capitalize
on consumers’ concerns for climate change and lead Delaware consumers to believe
that Defendants are actualiy substantially diversified energy companies making
meaningful investments in low éarbon energy compatible with avoiding catastrophic
climate change.

166. Contrary to this messaging, however, Fossil Fuel Defendants’ spending
on low carbon energy is substantially and materially less than Fossil Fuel Defendants
indicate to consumers. Acéording to a recent analysis, between 2010 and 2018, BP

spent 2.3% of total capital spending on low carbon energy sources, Shell spent 1.2%,
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and Chevron and Exxon just -0.2% each.!®” Meanwhile, Fossil Fuel Defendants
continue to expand fossil fuel production and typically do not even include non-
fossil energy systems in their key performance indicators or reported annual
production statistics.!®

167. Ultimately, although Defendants currently claim to support
reducing greenhouse gas emissions, their conduct belies these statements.
Defendants have continued to ramp up fossil fuel production globally, to invest in
new fossil fuel development—including in tar sands crude and shale gas fracking,
some of the most carbon-intensive extraction projects—and to plan for unabated oil
and gas exploitation indefinitely into the future.

168. For example, Exxon is projected to increase oil production by more
than 35% between 2018 and 2030—a sharper rise than over the previous 12 years.!*

Shell is forecast to increase output by 38% by 2030, by increasing its crude oil

137 Anjli Raval & Leslie Hook, Oil and Gas Advertising Spree Signals Industry’s
Dilemma, FINANCIAL TIMES (Mar. 6, 2019),
https://www .ft.com/content/Sab7edb2-3366-11e9-bd3a-8b2a211d90d5.

158 See, e.g., BP ANNUAL REPORT AND FORM 20-F 24 (2017), -
https://www.bp.com/content/dam/bp/business-
sites/en/global/corporate/pdfs/investors/bp-annual-report-and-form-20£-2017.pdf.

159 Jonathan Watts et al., Oil Firms to Pour Extra 7m Barrels Per Day Into
Markets, Data Shows, THE GUARDIAN (Oct. 10, 2019),
https://www.theguardian.com/environment/2019/oct/10/o0il-firms-barrels-markets.
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production by more than half and its gas production by over a quarter.!®® BP is
projected to increase production of oil and gas by 20% by 2030.!®! Chevron set an
oil production record in 2018 of 2.93 million barrels per day, and the company
predicts further significant growth in oil production this year.!®* Like the other
Fossil Fuel Defehdants, it sees the next 20 years—the crucial window in which the
world must reduce greenhouse gas emissions to avert the most catastrophic effects
of the climate crisis—as a time of increased investment and production in its fossil
fuel operations. For example, a 2019 investor report touts Chevron’s “significant
reserve additions in 2018 in the multiple regions in North America and around the
world, as well as significant capital projects involving construction of refineries
worldwide.'®® Similarly, Marathon Petroleum has stated, “We have invested billions

of dollars to make our operations more energy efficient] and] reduce our

160 Id.
161 Id.

162 Kevin Crowley & Eric Roston, Chevron Aligns Strategy with Paris Deal But
Won’t Cap Output, BLOOMBERG (Feb. 7, 2019),
https://www.bloomberg.com/news/articles/2019-02-07/chevron-pledges-
alignment-with-paris-accord-but-won-t-cap-output.

163 CHEVRON, CHEVRON 2019 INVESTOR PRESENTATION (Feb. 2019),
https://chevroncorp.gcs-web.com/static-files/c3815b42-4deb-4604-8c51-
bde9026f6e45.
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emissions[.]”!%* Yet only 1% of the company’s capital spend from 2010-2018 was
on low carbon energy sources, all of which was in carbon capture and storage. 63

169. Defendants’ greenwashing campaigns deceptively minimize their role
in causing climate change, including by suggesting that small changes in consumer
choice and behavior can adequately address climate change. These campaigns
misleadingly portray Defendants as part of the solution to climate change and
distract from the fact that Defendants’ fossil fuel products are the primary driver of
global warming.

170. For mstance: natural gas, as a fossil fuel, emits greenhouse gases at all
phases of its lifecycle, including signiﬁcant methane releases from extraction and
transportation, CO, releases when gas is flared at the well, and CO, releases at the
point of combustion. Methane is a greenhouse gas with a global warming potential
many times higher than carbon dioxide. Methane traps more heat in the atmosphere
and accelerates climate disruption at a faste; rate than carbon dioxide. Methane has
a powerful impact on global temperature aﬁd the climate system, particularly over

short time horizons. For example, methane has a warming impact that is 86 times

164 MARATHON PETROLEUM CORP., PERSPECTIVES ON CLIMATE-RELATED
SCENARIOS (Oct. 2018),

https://www.marathonpetroleum. com/content/documents/Respon81b1hty/MPC-
ClimateReport-2018.pdf.

165 Raval & Hook, supra note 157.
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that of carbon dioxide over a twenty-year time horizon. During that time, major
changes will need to be made to address climate impacts that have already been
caused by Defendants’ campaign of deception. Yet, in Defendants’ greenwashing
advertisements, they misleadingly portray natural gas as “sustainable” in an effort to
paint themselves as working to solve climate change by making energy “cleaner.”!%¢
In reality, however, as the main drivers of greenhouse gas emissions and climate
impacts, they are doing the exact opposite.

171. Below are representative excerpts from Defendants’ greenwashing
campaigns, which present a false image of Defendants as clean energy innovators
taking meaningful action to address climate change. Defendants’ actions to further
entrench fossil fuel production and consumption squarely contradict their public
affirmations of corporate responsibility and support for reducing global greenhouse
gas emissions. Functionally, Defendants have cut fossil fuels from their brand but

not their business. Their greenwashing advertisements to the contrary are deceptive

to Delaware consumers.

166 See, e.g., The Mobility Quandary (Content from Shell), WASH. POST,
https://www.washingtonpost.com/brand-studio/shell/the-mobility-quandary
(“Another critical component of a sustainable energy mix in transportation is
further investment in natural gas, a cleaner-burning fossil fuel . . . .”).
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i. Exxon’s Misleading and Deceptive Greenwashing Campaigns

172. Exxon is currently running a series of full-page advertisements in print
editions and posts in the electronic edition of the New York Times, as well as on
Exxon’s YouTube channel, in which Exxon misleadingly promotes its efforts to
develop energy from alternative sources such as algae and plant waste—efforts that
are vanishingly small in relation to the investments Exxon continues to make in
fossil fuel production.

173. For example, an online advertisement in the New York Times,
accessible to and marketed toward Delaware consumers, promotes the company’s
development of algae biofuels, but omits that it is extremely resource intensive to
produce algae for biofuel on a large scale due to the massive amounts of land and
fertilizer needed. The advertisement also misleadingly tells consumers that Exxon
1s “working to decrease [its] overall carbon footprint,” and that the company’s
“sustainable and environmentally friendly” biodiesel fuel could reduce “carbon

emissions from transportation” by greater than 50%.67

167 The Future of Energy? It May Come From Where You Least Expect
(ExxonMobil Paid Post), N.Y. TIMES,

https://www.nytimes.com/paidpost/exxonmobil/the-future-of-energy-it-may-come-
from-where-you-least-expect.html.
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174. Exxon’s advertisements promoting its investments in “sustainable and
environmentally friendly” energy sources further fail to mention that the company’s
investment in alternative energy is miniscule compared to its ongoing “business as
usual” ramp-up in global fossil fuel exploration, development, and production
activities. From 2010 to 2018, Exxon spent only 0.2% of its capital expenditures on
low-carbon energy systems, with nearly the totality of its spending (99.8%) focused
on maintaining and expanding fossil fuel production. The company has
simultaneously invested billions of dollars into development of Canadian tar sands
projects, some of the most carbon intensive oil extraction projects in the world.!6®

175. Exxon’s investment is not nearly enough to produce alternative energy
on the scale falsely implied and touted by Exxon in its advertisements. A 2019 report
by InfluenceMap documents that Exxon’s advertised goal of producing 10,000
barrels of biofuel per day by 2025 would equate to only 0.2% of its current refinery

capacity—an amount the report referred to as “a rounding error.”'® This is in sharp

168 Raval & Hook, supra note 157. Exxon has invested more than $20 billion in
capital expenditures at its open-pit tar sands mining operation at Kearl Lake in
Alberta, Canada.

169 INFLUENCEMAP, BIG OIL’S REAL AGENDA ON CLIMATE CHANGE (Mar. 2019),
https://influencemap.org/report/How-Big-Oil-Continues-to-Oppose-the-Paris-
Agreement-38212275958aa21196dae3b76220bddc.
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contrast to Exxon’s projected increases in oil production by more than 35%, meaning
any alternative fuel efforts are offset by massive oil emissions.!”°

176. Exxon’s claim that its biodiesel fuel could reduce carbon emissions
from transportation by greater than 50% is also highly misleading. For example,
biodiesel fuel is typically a blend of only 5 to 20% biofuel, with the remainder
coming from fossil fuel.!”! Because biodiesel is produced predominantly from fossil
fuel, it is not “sustainable” nor “environmentally friendly” as claimed in Exxon’s
advertisement.

177. Supplementing these misleading campaigns, Exxon has promoted
dozehs of multimedia advertisements on platforms such as Instagram, Twitter,
Facebook, and LinkedIn, where Exxon has millions of social media followers and
its content has received hundreds of thousands of “likes” and “views.” These
advertisements overwhelmingly emphasize its claimed leadership in research on
lowering emissions, algae biofuel, climate change solutions, and clean energy
research. These advertisements were intended to and did reach the public and

consumers in Delaware.

170 Watts et al., supra note 159.

171 See U.S. Department of Energy, Alternative Fuels Data Center, Biodiesel
Blends, https://afdc.energy.gov/fuels/biodiesel blends.html.
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ii. Shell’s Misleading and Deceptive Greenwashing Campaigns

178. Like Exxon, Shell has misleadingly promoted itself to Delaware
consumers as environmentally conscientious through advertisements in publications
such as the New York Times. The advertisements are targeted to and read by
Delaware consumers and intended to influence consumer demand for Shell’s
products.

179. As part of Shell’s “Make the Future” campaign, the company has
published numerous advertisements currently viewable on the New York Times'"
website, in which the company touts its investment in “altérnative energy sources,”
inchiding liquified natural gas (“LNG”), natural gas, and biofuel, which Shell
repeatedly refers to as “cleaner sources.”

180. One Shell édvértisement in the Washington Post, “The Making of
Sustainable Mobility,” refers to LNG as “a critical component of a sustainable
energy mix” and a “lower-carbon fuel” that could “help decrease” CO, emissions.!”

The ad emphasizes Shell’s leadership in “setting the course” for a “lower-carbon

172 See, e.g., Moving Forward: A Path To Net-Zero Emissions By 2070 (Shell Paid
Post), N.Y. TIMES, https://www.nytimes.com/paidpost/shell/ul/moving-forward-a-
path-to-net-zero-emissions-by-2070.html.

173 See, e.g., The Making of Sustainable Mobility (Content from Shell), WASH.
PoOsST, https://www.washingtonpost.com/brand-studio/shell/the-making-of-
sustainable-mobility. '
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mobility future.” Similarly, another Shell advertisement in the Washington Post,
“The Mobility Quandary,” emphasizes Shell’s role in working to counteract climate
change through investments in alternative energy: “Shell is a bigger player than you
might expect in this budding movement to realize a cleaner and more efficient
transportation future.”!7*

181. Shell’s statements emphasizing its involvement in these many areas of
energy-related research, development, and deployment are misleading; the
company’s investments and activities are substantially smaller  than its
advertisements lead consumers to believe. In reality, only 1.2% of Shell’s capital
spending from 2010 to 2018 was in low-carbon energy sources, and that number
continues to be heavily outweighed by Shell’s continued expansion of its fossil fuel
business.!” Additionally, Shell’s promotion of natural gas as a “critical component”
of sustainable energy for transportation because it is “cleaner-burning” omits critical
information about additional emissions from the extraction and transportation of
natural gas, which include significant amounts of the potent greenhouse gas
methane. LNG also produces significant greenhouse gas emissions at all stages of

its lifecycle: in addition to the underlying natural gas production, processing, and

174 The Mobility Quandary (Content from Shell), WASH. POST.,
https://www.washingtonpost.com/brand-studio/shell/the-mobility-quandary.

175 Raval & Hook, supra note 157.
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transportation, liquefaction of natural gas to produce LNG requires cooling it to
approximately -260°F, regasification, and combustion at the ultimate end use.
iii. BP’s Misleading and Deceptive Greenwashing Campaigns

182. BP also has misleadingly portrayed itself as diversifying its energy
portfolio and reducing its reliance on fossil fuel sales, when its alternative energy
portfolio is negligible compared to the company’s ever-expanding fossil fuel
portfolio. To this end, BP has employed a series of misleading greenwashing
advertisements, which are intended to influence consumer demand for its products,
including consumers in Delaware.

183. BP ran its extensive “Eeyond Petroleum” advertising and rebranding
campaign from 2000 to 2008 and even changed its logo to a sunburst, evoking the
renewable resource-orlvc thé sun. BP uses the sunburst IQ g0 tb advertise at its Delaware
gas stations, where consumers 'purchase BP’s gas. The “Beyond Petroleum”
advertising campaign falsely portrayed the company as heavily engaged in low-
carbon energy sources and no longer investing in but rather moving “beyond”
petroleum and other fossil fuels. In truth, BP invested a small percentage of its total

capital expenditure during this period on alternative energy research. The vast
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majority of its capital expenditure was focused on fossil fuel exploration, production,
refining, and marketing.!7

184. 1In 2019, BP launched an advertising campaign called “Possibilities
Everywhere.” These advertisements were misleading both in their portrayal of BP
as heavily involved in non-fossil energy systems, including wind, solar, and electric
vehicles, as well as in their portrayal of natural gas as environmentally friendly.

185. One Possibilities Everywhere advertisement, called “Better fuels to

power your busy life,” stated:

We [] want—and need—{ ] energy to be kinder to the
planet. At BP, we’re working to make our energy cleaner
and better. [...] At BP, we’re leaving no stone unturned
to provide [the] extra energy the world needs while finding
new ways to produce and deliver it with 53 fewer
emissions. [...] We’re bringing solar and wind energy to
homes from the US to India. We’re boosting supplies of
cleaner burning natural gas. [...] More energy with fewer
emissions? We see possibilities everywhere to help the
world keep advancing.!”’

176 See BP, ANNUAL REPORTS AND ACCOUNTS 2008,
https://www.bp.com/content/dam/bp/business-
sites/en/global/corporate/pdfs/investors/bp-annual-report-accounts-2008.pdf.

177 See BP, Better fuels to power your busy life,
https://web.archive.org/web/20191130155554/https://www.bp.com/en/global/corp
orate/who-we-are/possibilities-everywhere/energy-for-busy-lives.html.
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The accompanying video showed a busy household while a voiceover said, “We all
want more energy, but with less carbon footprint. That’s why at BP we’re working
to make energy that’s cleaner and better.”!”8

186. Bﬁt BP’s claim that non-fossil energy systems constitute a substantial
portion of BP’s business was materially false and misleading. For example, BP
owns only approximately 1 gigawatt (“GW”’) of wind capacity, which is dwarfed by
other companies including GE, Siemens, and Vestas (with about 39 GW, 26 GW,
and 23 GW capacities, respectively).!” Overall, installed wind capacity in the
United States is approximately 100 GW, meaning BP’s installed capaci‘gy is a mere -

1% of the market.'®® Yet, “Blade runners,” another advertisement in BP’s

“Possibilities Everywhere” campaign, described the company as “one of the major

178 Id.
179 For BP’s wind capacity, see Press Release, BP restructures U.S. Wind Energy
Business for growth (Dec. 21, 2018),

https://www.bp. com/en/g1obal/corporate/news and-1ns1ghts/press-releases/bp-
restructures-us-wind-energy-business-for-growth.html. For wind capacity of GE,
Siemens, and Vestas, see Greg Zimmerman, Who'’s Powering the Wind Industry in
2019? Top 10 Wind Power Companies, ENERGY ACUITY (Jan. 7, 2019),
https://energyacuity.com/blog/top-wind-power-companies.

180 See Elizabeth Ingram, U.S. wind capacity grew 8% in 2019, AWEA says,
RENEWABLE ENERGY WORLD (Apr. 10, 2019),
https://www.renewableenergyworld.com/articles/2019/04/u-s-wind-capacity-grew-
8-in-2018-awea-says.html.
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wind énergy businésses in the US.”!¥! In short, BP’s relatively small wind power
portfolio is materially smaller than that conveyed in the company’s advertisements.

187. The same is true for BP’s activities in solar energy, which consist
predominantly of its purchase of a minority interest in the solar company
Lightsource (rebranded Lightsource BP).!82 The purchase price for this interest
represents only 0.4% of BP’s annual capital expenditure of approximately $16

billion, nearly all of which focuses on fossil fuels.'*?

This is a far cry from BP’s

claim that it was “leaving no stone unturned” to find “new” ways to produce lower-
emissions energy and playing a “leading role” in “advancing a low carbon future.”
iv. Chevron’s Misleading and Deceptive Greenwashing Campaigns

188. Chevron also engaged in greenwashing campaigns designed to deceive

consumers about Chevron’s products and its commitment to address climate change.

189. Chevron’s 2007 “Will You Join Us?” campaign and its 2008 “T Will”

campaign both misleadingly portrayed the company as a leader in renewable energy.

181 See BP, Blade runners,

https://web.archive.org/web/20191130192545/https://www.bp.com/en/global/corp
orate/who-we-are/possibilities-everywhere/wind-and-natural-gas.html.

182 BP ANNUAL REPORT AND FORM 20-F 42 (2017),
https://www.bp.com/content/dam/bp/business-
sites/en/global/corporate/pdfs/investors/bp-annual-report-and-form-20£-2017.pdf.

183 See BP to maintain reduced capital spending through 2021, OIL & GAS
JOURNAL (Feb. 28, 2017), https://www.ogj.com/general-
interest/article/17290398/bp-to-maintain-reduced-capital-spending-through-2021.
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The campaigns’ advertisements, portrayed minor changes in consumer choices (e.g.,
changing light bulbs) as sufficient to address environmental problems such as
climate change.'8

190. The overall thrust of the campaigns was to shift the perception of fault
and responsibility for global warming to consumers and make Chevron’s role and
that of the broader fossil fuel industry appear small. The misleading solution
promoted to consumers was not to switch away from fossil fuels, but instead to
implement small changes in consumer behavior with continped reliance on fossil
fuel products. By portraying greenhouse gas emissions as deriving from mimeréus
sources in addition to fossil fuels, Chevron’s ads obfuscated the fact that fossil fuels
are the primary cause of increased greenhouse gas emissions and the primary driver
of climate change.

191. Misleading messages were emblazoned over images of everyday

Americans, as in the example highlighted below:

18% See Duncan MaCleod, Chevron Will You Join Us?, INSPIRATION RooM (Oct. 9,

2007), http://theinspirationroom.com/daily/2007/chevron-will-you-join-us, see
also Jean Halliday, Chevron: We 're Not Big Bad Oil, ADAGE (Sept. 28, 2007),
https://adage.com/article/news/chevron-big-bad-o0il/120785.
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Figure 8: “Will You Join Us?” Chevron advertisement

192. In2010, Chevron launched an advertising campaign titled “We Agree.”
The print, internet, and television ad campaign expanded across lthe United States
and internationally. For example, the ad below highlighted Chévrbn’s supposed
commitment to the development'of renewable energy, éta;ting in large letters next to
a photo of a young girl, “It’s time oil companies get behind the development of
renewable energy. We agree.” The ad emphasized: “We’re not just behind

renewables. We’re tackling the challenge of making them affordable and reliable

on a large scale.”
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Figure 9: “We Agree” Chevron advertisement

193. Chevron’s portrayal of itself as a renewable energy leader was false and
misleading. In reality, only 0.2% of Chevron’s capital spending from 2010 to 2018
was in low-carbon energy sources and 99.8% was in continued fossil fuel
exploration and development—a stark contrast to the message communicated to
consumers through the company’s advertisements.'®

194. Chevron’s “We Agree” campaigh also featured misleading television
advertisements. In one focused on renewable energy, a teacher says, “Ok, listen.
Somebody has got to get serious. We need renewable energy.” To which a Chevron

environmental operations employee responds, “At Chevron we’re investing millions

185 Raval & Hook, supra note 157.
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in solar and biofuel technologies to make it work.” In reality, Chevron has continued
to overwhelmingly focus on fossil fuel extraction and development, and its
investment of “millions” in renewables is miniscule in comparison to its investment
of billions in fossil fuels.

195. A 2019 Chevron advertisement currently available on the New York
Times website similarly touts the supposed benefits of expanded natural gas
production for “unprecedented reductions in U.S. energy-related carbon

emissions.” 180

But this statement is misleading because the reference to “emissions”
relies on studies that measure only CO, and ignore other important greenhouse gases,
including methane, thereby painting an inaccurate and incomplete picture of natural

gas’s climate impacts.

v. Marathon’s Misleading and Deceptive Greenwashing
Campaigns

196. Like other Fossil Fuel Defendants, Marathon has sought to project an

environmentally friendly public image in its advertising, stating, “We have invested

billions of dollars to make our operations more energy efficient [and] reduce our

186 Chevron, How Abundant Energy Is Fueling U.S. Growth (Chevron Paid Post),
N.Y. TIMES (2019), https://www.nytimes.com/paidpost/chevron/how-abundant-
energy-is-fueling-us-growth.html.
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emissions.”!®” Yet only 1% of the company’s capital spend from 2010 to 2018 was
on low carbon energy sources, all of which was in carbon capture and storage.'*®

vi. ConocoPhillips’s Misleading and Deceptive Greenwashing
Campaigns

197. ConocoPhillips ran hundreds of ads in Delaware as part of its “Power
in Cooperation” ad campaign, including an advertisement that stated: “Natural Gas:
Efficient. Affordable. Environmentally-friendly. Learn how natural gas is meeting
globél energy demand while reducing climate-related risks.”'® However, the
productioﬁ and transportation of natural gas results in significant emissions of
methane, which can warm the planet more than 80 times as much as carbon dioxide

over a 20-year period.'*?

137 MARATHON PETROLEUM CORP., PERSPECTIVES ON CLIMATE-RELATED -
SCENARIOS (Oct. 2018),
https://www.marathonpetroleum.com/content/documents/Responsibility/MPC-
ClimateReport-2018.pdf.

188 Raval & Hook, supra note 157.

189 Facebook Ad Library,
https://www.facebook.com/ads/library/?id=144267019769620.

190 Jonah Kessel & Hiroko Tabuchi, It’s a Vast, Invisible Climate Menace. We
Made It Visible. N.Y. TIMES (Dec. 12, 2019),
https://www.nytimes.com/interactive/2019/12/12/climate/texas-methane-super-
emitters.html.
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vii. API’s Misleading and Deceptive Greenwashing Campaigns

198. API has also devoted considerable resources to deceiving consumers
throughout the country about fossil fuels’ role in climate change. During the 2017
Super Bowl, the most-watched television program in the United States, API debuted
its “Power Past Impossible” campaign, with advertisements that told Americans that
the petroleum industry could help them “live better lives.” A 2018 study of the
advertisements by Kim Sheehan, a Professor at the University of Oregon, concluded
that the “campaign provides evidence of greenwashing through both explicit
communications (such as unsubstantiated claims that ‘gas comes cleaner’ and ‘oil
runs cleaner’) and implicit communications (the use of green imagery).”!!

199. In lockstep with its member companies, API has also shifted its
messaging from climate denial to greenwashing in the last decade. API touts its
members’ purported commitments to reducing their carbon footprint while
continuing its core mission of promoting its members’ extraction, production, and

‘sale of fossil fuels to consumers in Delaware and throughout the United States at

unprecedented rates.

1 Kim Sheehan, This Ain’t Your Daddy’s Greenwashing: An Assessment of the

American Petroleum Institute’s Power Past Impossible Campaign, in
INTELLECTUAL PROPERTY AND CLEAN ENERGY 301-21 (Matthew Rimmer ed.,
2018).
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200. Many of API’s television, radio, and internet advertisements, including
those directed at Delaware consumers, lead to a website run by API entitled
“America’s Natural Gas and Oil: Energy for Progress.” Among many articles and
images promoting fossil fuel companies’ claimed contributions to clean energy, the
website advertises “S Ways We’re Helping to Cut Emissions” and “4 Ways We’re
Protecting Wildlife.”'®> These messages are not meant to encourage consumers to
transition to low carbon energy sources—just the opposite. By obfuscating the
reality that fossil fuels are the driving force behind anthropogenic climate change,
they are designed to increase consumers’ use of fossil fuels in order to advance API’s
core mission of growing its member companies’ oil and natural gas businesses.

201. As part of its “Energy for Progress” campaign, API has run a series of
Facebook advertisements, many of which have reached a substantial number of
Delaware consumers, that falsely paint the fossil fuel industry as a leader on climate
change action. For example, in 2020, API ran advertisements with statements such

as:

192 See American Petroleum Institute, 5 Ways We re Using Energy for Progress,
ENERGY FOR PROGRESS, https://energyforprogress.org/the-basics.
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e “We can tackle climate change and meet the world’s energy needs by
embracing new innovations together.”!*

o “Through innovative partnerships, we’ve reduced CO, emissions to the
lowest 1'11} a generation—and now we’re working to reduce methane,

t00.”1%4

o “How are natural gas and oil companies helping cars emit less CO,?
They’ve developed engine oils that improve fuel efficiency. See the
97195

science.

G. Defendants Also Made Misleading Claims About Specific “Green”
or “Greener” Fossil Fuel Products.

202. Defendants also have engaged in extensive and highly misleading
marketing efforts aimed at promoting certain of their fossil fuel products as “green”
and environmentally beneficial.

203. Defendants’ advertising and promotional materials fail to disclose the

- extreme safety risk associated with the use of fossil fuel products, which are causing

“catastrophic” climate change, as understood by Defendants for decades.

193 See Facebook Ad Library, -
https://www.facebook.com/ads/library/?1d=281395386281089.

194 See Facebook Ad Library,
https://www.facebook.com/ads/library/?1id=640075440224515.

195 See Facebook Ad Library,
https://www.facebook.com/ads/library/?1d=1883177471814564.
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Defendants continue to omit that important information to this day, consistent with
their goal of maintaining consumer demand for their fossil fuel products despite the
risks they pose for the planet and its people.

204. Defendants misleadingly represent that consumer use of certain fossil
fuel products actually helps customers reduce emissions and gain increased fuel
economy. ' But hyping relative climate and “green” benefits while concealing the
dangerous effects of continued high rates of fossil fuel use creates an overall
misleading picture that hides the dire climate impacts fesulting from normal

LN 19

consumer use of Defendants’ fossil fuel products. Contrary to Defendants’ “green” -
claims, the development, production, refining, and éonsumér use of Defendants’
fossil fuel products (even products that may yield relatively more efficient engine
performance) increase greenhouse gas emissions to the detriment of public health
and consumer welfare. |

205. Inaddition, at the same time Fossil Fuel Defendants have been actively
promoting their “greener” gasoline products at Delaware gas stations and on their
company websites, Fossil Fuel Defendants have been massively expanding fossil
fuel production and increasing emissions. If consumers understood the full degree

to which Fossil Fuel Defendants’ products contributed to climate change and that

Fossil Fuel Defendants had not in fact materially invested in alternative energy
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sources or were otherwise environmentally cautious, they likely would have acted
differently, e.g., by not purchasing Defendants’ products or purchasing less of them.

206. In the promotion of these and other fossil fuel products, including at
their branded gas stations iﬁ Delaware, Defendants fail to disclose the fact that fossil
fuels are a leading cause of climate change and that current levels of fossil fuel use—
even purportedly “cleaner” or more efficient products—represent a direct threat to
Delawareans and the environment. Defendants’ omissions in thié regard are
consistent with their goal of influencing consumer demand for their fossil fuel
products thfough gréenwashing. Defendants also fail to require their vendors and
third-party retail outlets to disclose facts pertaining to the impact the consumption
of fossil fuels and their “cleaner” alternatives have on climate change when selling
Defendants’ products.

207. Defendants’ marketing of these fossil fuel products to Delaware

9 &«

consumers as “safe,” “clean,” emissions-reducing,” and impliedly beneficial to tﬁe
climate—#when production and use of such products is the leading cause of climate
change—is reminiscent of the tobacco industry’s effort to promote “low-tar” and
“light” cigarettes as an alternative to quitting smoking after the public became aware
of the life-threatening health harms associated with smoking.

208. Defendants’ product promotions are positioned to reassure consumers

that purchase and use of their products is beneficial in addressing climate change,
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when in truth, continued use of such fossil fuels is extremely harmful, just as the
tobacco companies’ misleadingly promoted “low tar” and “light” cigarettes as a
healthier, less harmful choice, when the tobacco companies knew any use of
cigarettes was harmful.

209. As with tobacco companies’ misleading use of scientific and
engineering terms in advertising to enhance the credibility of their representations,
Defendants’ promotional materials for their fossil fuel products also misleadingly
invoke similar terminology to falsely convey to Delaware consumers that the use of
these products benefits the environment. ; For example, Exxon’s advertisements of
its Synergy™ and “green” Mobil 1™ products similarly reference “meticulous|]
engineer[ing],” “breakthrough technology,” “rigorously tested in the lab,”
“proprietary formulation,” “test data,” “engineers,” “innovat[ion],” and the claim
that “Scientists Deliver [] Unexpected Solution[s].”!*¢ Shell advertises that its Shell

Nitrogen Enriched Cleaning System and V-Power Nitro+ Premium “produce[] fewer

‘emissions” and that not using them can lead to “higher emissions.”’*” BP markets

19 See, e.g., EnergyFactor by ExxonMobil, Green motor 0il? ExxonMobil
scientists deliver an unexpected solution (July 19, 2016),
https://energyfactor.exxonmobil.com/science-technology/green-motor-oil-
exxonmobil-scientists-deliver-unexpected-solution; Exxon Mobil, Fuels,
https://www.exxon.com/en/fuels.

197 See, e.g., Shell, Shell Nitrogen Enriched Gasolines,
https://www.shell.us/motorist/shell-fuels/shell-nitrogen-enriched-gasolines.html.
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its Invigorate gasoline as a “cleaning agent that helps ... give you more miles per
tank,” and “help[s] cars become clean, mean, driving machines,” and its bp Diesel
as “a powerful, reliable, and efficient fuel made ... to help reduce emissions.”!?®
Chevron advertises its Techron fuel with claims that emphasize its supposed positive

2% &«

environmental qualities, such as: “less is more,” “minimizing emissions,” and “up
to 50% cleaner.”’® In a Q and A on Chevron’s website, one question says, “I care
for the environment. Does Techron impact my car’s emissions?”” Chevron answers
that “[g]asolines with Techron™ clean up carburetors, fuel injectoré, and intake
valves, “giving you reduced emissions.”?%

210. These misrepresentations, which were intended to and did in fact reach
and influence Delaware consumers, were misleading because they emphasize the

fuels’ supposedly environmentally beneficial qualities without disclosing the key

role fossil fuels play in causing climate change.

198 See, e.g., BP, Our Fuels, https://www.bp.com/en_us/united-
states/home/products-and-services/fuels.html.

199 See, e.g., Chevron, Techron, https://www.techron.com.
200 77
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H. Defendants Intended for Consumers to Rely on their Concealments
and Omissions Regarding the Dangers of Their Fossil Fuel
Products.

211. Consumer use of fossil fuel products, particularly by driving gasoline-
powered cars and other vehicles, is a significant contributor to climate change.

212. By misleading Delaware consumers about the climate impacts of using
fossil fuel products, even to the point of claiming that certain of their products may
benefit the environment, and by failing to disclose to consumers the climate risks
associated with their purchase and use Qf those products, Defendants have deprived
and are continuing to deprive consumers of information about the consequeﬁces of
their purchasing decisions.

213. In addition to Defendants misleading Delaware consumers by
affirmatively misrepresenting the state of their and the scientific community’s
knowledge of climate change and by failing to disclose the dangerous effects of
using their products, Defendants have sought to mislead consumers, and induce
purchases and brand affinity, with greenwashing advertisements designed to
represent Defendants as environmentally responsible companies developing
innovative green technologies and products. In reality, Defendants’ investment in
renewable energy sources is miniscule and their business models continue to center
on developing, producing, and selling more of the very same fossil fuel products

driving climate change.
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214. Defendants intended for Delaware consumers to rely on their omissions
and concealments and to continue purchasing Defendants’ fossil fuel products
without regard for the damage such products cause.

215. Knowledge of the risks associated with the routine use of fossil fuel
products is material to Delaware consumers’ decisions to purchase and use those
products.

216. As in the case of cigarettes, history demonstrates that when consumers
are made aware of the harmful effects or qualities of the products they purchase,
they often choose‘- not to purchase them, to reduce their purchases, or to make
different purchasing decisions. .This phenomenon hoIds especially true when
products have been shown to harm public health or the environment. For example,
increased consumer awareness of the role of pesticides in harming human health,
worker health, and the environment has spurred a growing market for food grown
organically and without the use of pesticides. With access to information about how
their food is grown, consumers have demanded healthier choices, and the market has
responded.

217. There are now various local government initiatives to require climate
change warning labels on gasoline pumps based on the principle that consumers will
change their purchasing decisions when they have direct access to accurate

information about the connection between their consumption of fossil fuels and
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climate change. Similar to health warnings on tobacco products, which aim to
educate consumers and thereby reduce public health risks, governments recognize
that fossil fuel warning labels that accurately relay risk can educate consumers and
thereby reduce the risks and costs associated with climate change.

218. For example, a consumer who received accurate information that fossil
fuel use was a primary driver of climate changé and the resultant dangers to the
environrﬁent and people might purchase less fossil fuel products, or decide to buy
none at all. Consumers might opt to avoid or combine car travel trips; carpool;
switch to more fuel-efficient vehicles, hybrid vehicles, or electric vehicles; use a car-
sharing service; séek transportation alternatives all or some of the time, if available
(e.g., public transportation, biking, or walking); or adopt any combination of these
choices. In addition, informed cbnsumers contribute toward solving en'vironmentél
problems by supporting companies that they perceive to be developing “green” or
more environmentally friendly products.

I.  Defendants’ Deceit Only Recently Became Discoverable, and Their
Misconduct Is Ongoing.

219. The fact that Defendants and their proxies knowingly provided
incomplete and misleading information to the public, including Delaware
consumers, only recently became discoverable due to, among other things:

Defendants’ above-described campaign of deception, which continues to this day;
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Defendants’ efforts to discredit climate change science and create the appearance
such science is uncertain; Defendants’ concealment and misrepresentations
regarding the fact that their products, including natural gas, cause catastrophic
harms; and the fact that Defendants used front groups such as API, the Global
Climate Coalition, and the National Mining Association to obscure their
involvement in these actions, which put the State off the trail of inquiry.

220. Moreover, Defendants’ tortious misconduct, in the form of
misrepresentations, omissions, and deceit, began decades ago and continues to this
day. As described above, Defendants continue to misrepresent their own activities,
the fact that their products cause climate change, and/or the danger presented by
climate change, directly and/or through membership in other organizations.
Exemplars of Defendants’ continuing misrepresentations, omissions, and deceit
follow below.

221. Asrecently as June 2018, a post on the official Shell blog stated: ... the
potential extent of chahg‘e in the climate itself could now be limited. In other words,

the prospect of runaway climate change might have passed.”?’! However, this

201 David Hone, Has climate change run its course??, Shell Climate Change Blog
(June 14, 2018), https://blogs.shell.com/2018/06/14/has-climate-change-run-its-
course.
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statement 1s not supported by valid scientific research, and was and is contradicted
by various studies.?%?

222. In March 2018, Chevron issued a report entitled “Climate Change
Resilience: A Framework for Decision Making,” which misleadingly stated that
“[t]he IPCC Fifth Assessment Report concludes that there is warming of the climate
system and that warming is due in part to human activity.”?®® In reality, the Fifth
Assessment report concludéd that “[i}t is extremely likely [defined as 95-100%
probability] that human influence has been the dominant cause of the observed

warming since the mid-20th century.”?%

202 See, e.g., Fiona Harvey, Carbon emissions from warming soils could trigger
disastrous feedback loop, THE GUARDIAN (Oct. 5, 2017),
https://www.theguardian.com/environment/2017/
oct/05/carbon-emissions-warming-soils-higher-than-estimated-signalling-tipping-
points; Jonathan Watts, Domino-effect of climate events could move Earth into a
‘hothouse’ state, THE GUARDIAN (Aug. 7, 2018),
https://www.theguardian.com/environment/2018/aug/06/domino-effect-of-climate-
events-could-push-earth-into-a-hothouse-state; Fiona Harvey, ‘Tipping points’
could exacerbate climate crisis, scientists fear, THE GUARDIAN (Oct. 9, 2018),
https://www.theguardian.com/environment/2018/oct/09/tipping-points-could-
exacerbate-climate-crisis-scientists-fear.

203 CHEVRON, CLIMATE CHANGE RESILIENCE: A FRAMEWORK FOR DECISION
MAKING 20 (Mar. 2018), https://www.chevron.com/-/media/shared-
media/documents/climate-change-resilience.pdf.

204 JPCC, SUMMARY FOR POLICYMAKERS: WORKING GROUP I CONTRIBUTION TO
THE FIFTH ASSESSMENT REPORT 17 (2013),
https://www.ipcc.ch/site/assets/uploads/2018/02/WG1ARS SPM_FINAL.pdf.
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223. Despite this fact, in April 2017, Chevron CEO and Chairman of the
Board John Watson said on a podcast, “There’s no question there’s been some
warming; you can look at the temperatures data and see that. The question and
debate is around how much, and how much is caused by humans.”?%

. 224, Similarly, ConocoPhillips’s “Climate Change Position” as it currently
appears on the company’s website states that human activity is “contributing to”
climate change and emphasizes “uncertainties,” even though the science is clear:
“ConocoPhillips recognizes that human activity, including the burning of fossil
fuels, 1s contributing to increased concentrations of greenhouse gases (GHG) in the
atmosphere that can lead to adverse changes in global climate. While uncertainties
remain, we continue to manage greenhouse gas emissions in our operations and to
integrate climate change related activities and goals into our business planning.”2%
225. In 2015, then-Exxon Mobil CEO Rei Tillerson argued that climaté

models were not strong enough to justify a shift away from fossil fuels, saying:

“What if everything we do, it turns out our models are lousy, and we don’t get the

205 Columbia Energy Exchange Podcast, John Watson, CEO, Chevron (Apr. 10,
2017), available at https://www.energypolicy.columbia.edu/us-energy-markets-
policy.
206 ConocoPhillips, Climate Change Position,
http://www.conocophillips.com/sustainability/integrating-
sustainability/sustainable-development-governance/policies-positions/climate-
change-position.
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effects we predict? Mankind has this enormous capacity to deal with adversity, and
those solutions will present themselves as those challenges become clear.”?"

J. The State Has Suffered, Is Suffering, and Will Suffer Injuries from
Defendants’ Wrongful Conduct.

226. Defendants’ individual and collective conduct, including, but not
limited to, their failures to warn of the threats their fosvsil fuel products posed to the
world’s climate; their wrongful promotion of their fossil fuel products and
concealment of known hazards associated with use of those products;‘their public
deception campaighs designed to obscure the connecti;)n between their products and
global warming and its environmental, physical, social, and economic consequences;
is a direct and proximate cause that brought about or helped bring about global
warming and consequent séa level rise and attendant flooding, eroesion, and loss of
wetlands and beaches in Delaware; increased frequency and intensity of extremé
weather events in Delaware, including coastal storms, flooding, drought, extreme
heat, extreme precipitation events, and others; ocean warming and acidification; and

the cascading social, economic, and other consequences of these environmental

207 Dallas Morning News, Exxon CEQ: Let’s wait for science to improve before
solving problem of climate change (May 27, 2015),
https://www.dallasnews.com/business/energy/2015/05/28/
exxon-ceo-let-s-wait-for-science-to-improve-before-solving-problem-of-climate-
change. '
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changes. These adverse impacts will continue to increase in frequency and severity

in Delaware.?%8

227. As actual and proximate results of Defendants’ conduct, which caused
the aforementioned environmental changes, the State has suffered and will continue
to suffer severe harms and losses, including, but not limited to: injury or destruction
of State-owned or operated facilities and property deemed critical for operations,
utility services, and risk management, as well as other assets that are essential to
community health, safety, and well-being; increased planning and preparation costs
for community adaptation and resiliency to global warming’s effects; and increased
costs associated with public health impacts.

228. The State already has incurred, and will foreseeably continue to incur,
injuries and damages due to Defendants’ conduct, their contribution to the climate
crisis, and the environmental, physical; social, and economic consequences of the
climate crisis’s impact on the environment. As a result of Defendants’ wrongful
conduct described in this Complaint, Delaware, has, is, and will experience
significant adverse impacts including, but not limited to the following:

a. Delaware has already experienced over one foot of sea level rise

and associated impacts, and will experience significant additional and accelerating

208 See, e.g., ALL-HAZARD MITIGATION PLAN, supra note 9.
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sea level rise over the coming decades, which would cause severe harm to the
State.2%’ Delaware is the state with the lowest mean elevation in the nation; and over
five percent of Delaware’s land area lies within the 100-year coastal floodplain.*°
Indeed, 22,000 Delaware residents are already at risk of coastal flooding, and many

' For instance,

thousands more will face flooding risk in the coming decades.?!
substantial flooding from climate change is expected in east and south Wilmington,
an area whose poverty rates reach up to 32 percent. Saltwater intruéion into
groundwater will also contaminate the State’s drinking water supply, with thousands
of domestic wells and thousandé of septic systems potentially inundated by als
meter sea level rise. Large areas of Delaware’s agricultural industry, which
contﬁbutes more than a billion dollars in economic impact to the State, could also
be impacted by saltwater intrusion from sea level rise and suffer the resulting loss of
productivity of those areas. Sea level rise will threaten over $1 billion in property

2

value,?!? and the loss of Delaware’s beaches, or need for continual, expensive beach

209 Delaware Geological Survey, University of Delaware, Determination of Future
Sea-Level Rise Planning Scenarios for Delaware,
https://www.dgs.udel.edu/projects/determination-future-sea-level-rise-planning-
scenarios-delaware.

210 See States at Risk, Delaware Coastal Flooding,
https://statesatrisk.org/delaware/coastal-flooding.
211 g

212 ClimateCentral Risk Finder, Delaware: What is at Risk?,
https://riskfinder.climatecentral.org/state/delaware.us.
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replenishment, combined with the risk to coastal transportation and other
infrastructure, will harm the State’s $3.5 billion tourism industry and the 44,000
people who work in tourism.?!* The State-owned Port of Wilmington, an economic
driver, faces severe structural damage due to sea level rise. Much of the land
currently used in the State for heavy industry will likely also be inundated,
potentially releasing contaminated material. Sea level rise will likely affect 89 EPA-
listed contamination sites, including 10 brownfields, three oil facilities, one sewage
plant, four extreme hazmat facilities, and 54 hazardous waste sites.?'* Many publicly
owned roads -and highways in the State are already proné to flooding, including
Delaware Route 9, which is designated as a hurricane evacuation route. In the
coming decades, sea level rise will threaten over 400 miles of roadwéy, including 62
miles of state roads, and many miles of evacuation routes.?!> Higher sea levels are
already submerging lowlands, exacerbating coastal flooding, and inundating natural
resources and the State’s property and infrastructure, causing damage and preventing
its normal use. The destructive force and flooding potential from storm surges

during coastal storms and other weather events have increased as the mean sea level

213 See DELAWARE TOURISM OFFICE, 2018 VALUE OF TOURISM REPORT 3, available
at https://www.visitdelaware.com/industry/tourism-statistics.

214 ClimateCentral Risk Finder, Delaware: What is at Risk?,
https://riskfinder.climatecentral.org/state/delaware.us.

215 Id.
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of Delaware has increased, and the combined effects of storm surge and sea level
rise will continue to exacerbate flooding impacts on the State. Even if all carbon
emissions were to cease immediately, Delaware would continue to experience sea
level rise due to the “locked in” greenhouse gases already emitted and the lag time
between emissions and sea level rise.

b. The State has incurred significant costs on projects to address sea
level rise, including, but not lirﬁited to, by conducting comprehensive surveys of sea
level rise threats to the State, conducting sea level rise analysis in certain
transportation infrastructure projects, by raising roads and highways such as Route
1, a section of which was raised to reduce coastal flooding, recénstructing and
reinforcing levees and dikes, and restoring dams. Sea level rise and coastal storms
have also exacerbated erosion. Delaware frequently spends significant resources ori_
beach nourishmént and other projects to combat erosion and protect natural,
economic, and cultural resources. For example, in 2019 alone, Delaware announced
beach nourishment projects for the communities of Pickering Beach, Kitts
Hummock, and Bowers Beach, and the City of Rehoboth costing the State millions

of dollars.?!¢ The State of Delaware All-Hazard Mitigation Plan estimated shoreline

216 See, e.g., Press Release, State of Delaware, DNREC Shoreline & Waterway
Management beach replenishment projects set for Pickering, Kitts Hummock and
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protection measures, including inlet stabilization, beach nourishment and dune
restoration to address coastal riverine and storm surge flooding to cost $10 to 20
million annually.?!?

C. Global warming is causing more extreme weather events in
Delaware, with attendant physical and environmental consequences, including
coastal flooding, coastal erosion, inland flooding, extreme heat events, dam and
levee failures, and drought.?!® Coastal storms have already caused tens of millions
of dollars in damages in Delaware, along with floods, power outages, sewage spills,
and other disasters. Low-income Delawareans who depend on public transportation
to access their employment are particularly vulnerable to flooding that accompanies
coastal storms and other extreme weather events, as such flooding often disrupts
delivery of public transportation services. In the coming decades, increased rainfall

and windspeeds during already-destructive coastal storms will cause even more

severe damage to public and private property and infrastructure in Delaware.

Bowers beaches (Jan. 4, 2019), https://news.delaware.gov/2019/01/04/dnrec-
shoreline-waterway-management-beach-replenishment-projects-set-pickering-
kitts-hummock-bowers-beaches; Press Release, State of Delaware, Rehioboth
Beach nourishment project to begin under direction of DNREC, US Army Corps of
Engineers (Oct. 21, 2019), https://news.delaware.gov/2019/10/21/rehoboth-beach-
nourishment-project-to-begin-under-direction-of-dnrec-us-army-corps-of-
engineers.

217 ALL-HAZARD MITIGATION PLAN, supra note 9, at § 6.2, p. 20.
28 14 at § 4.1,
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d. Oceans are acidifying at an alarming rate because of fossil-fuel
burning, endangering Delaware’s coastal ecosystems and economy. Acidity levels
have already increased by roughly 30 percent since the Industrial Revolution, and
they are expected to rise at a faster rate ox}er time.?!® This radical change in ocean
chemistry has serious and far reaching consequences. For example, the
accumulation of carbonic acid in coastal waters threatens the survival of organisms
that build shells and skeletons from calcium ‘carbonéte—such as‘coral, crabs, oyéters,
and shrimp.?20 It also risks destabilizing whole marine ecosystems by altering the
behavior, growth, reproduction, and 'migration patterns of critical aquafid
organisms.Zl Delaware is particularly vulnerable to the effects of human-caused
ocean acidification, as i'ts‘ identity, industries, and economy are closely intertwined
with its coastal waters, saltwatef wetlands, bays, and estuafies. Indeed, the

Chesapeake Bay alone is responsible for nearly 13,000 Delawarean jobs, and the

219 JEAN BRODEUR, UNIVERSITY OF DELAWARE & DELAWARE DEPARTMENT OF
NATURAL RESOURCES AND ENVIRONMENTAL CONTROL, DELAWARE AND OCEAN
ACIDIFICATION: PREPARING FOR A CHANGING OCEAN 12 (2015),

http://www .dnrec.delaware.gov/coastal/Documents/OceanAcidification.pdf.

20 14 at 4.
21 1d at 14-15.
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economic value of commercial and recreational fishing in the State totals to more

than $100 million each year,???

e. The average air temperature has increased and will continue to
increase in Delaware due to climate change. By 2050, parts of Delaware are
expected to endure up to 40 days per year of temperatures with a heat index above
105°F.22 Warming air temperatures have and will led to poorer air quality, more
heat waves, expanded pathogen and pest ranges, impacts on agricultural production,
greater need for irrigation of agricultural production, increased costs of cooling and
other expenses to poultry industry, thermal stress fér native flora and fauna,
increased electricity demand, and threats to human health such as from heat stroke
and dehydration, due to increased evaporation and demand, and increased allergen
exposure. Higher average and more frequent extreme temperatures are expected to
drive up energy use due to increased air-conditioning use. By 2060, Delaware is
projected to see up to a 70 percent increase in demand for cooling.??* More than

20,000 Delawareans are especially vulnerable to éxtreme heat due to their age or

222 Id. at 24-25.

223 See States at Risk, Delaware Extreme Heat,
https://statesatrisk.org/delaware/extreme-heat.

224 DCCIA at 4-20.
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225 Due to systemic inequities, communities of color and low-

economic status.
income communities are particularly vulnerable to extreme heat events. “Pregnant
women exposed to high temperatures or air pollution are more likely to have children
who are premature, underweight or stillborn, and African-American mothers and
babies are harmed at a much higher rate than the population at large.”?*¢ The urban
heat 1sland effect, which affects cities including Wilmington, exacerbates the health
impacts of extreme heat on communities of color and low-income communities in
urban areas. Delawareans who face housing insecurity are also more vulnerable to
the extreme temperatures and air pollution exacerbated by climate change.

f. Climate change is stressing important natural and cultural
resources in Delaware.>”’ Nearly a quarter of Delaware’s land consists of wetlands,
which will face significant damage due to climate change by the end of the century.
Delaware’s beaches and marshes provide habitat for fish, reptiles, and birds, such as

horseshoe crabs, Atlantic sturgeon, and red knots. Delaware’s marshes also provide

valuable ecosystem services to the State, including by filtering water contaminants,

225 See States at Risk, Delaware Extreme Heat,
https://statesatrisk.org/delaware/extreme-heat.

226 Christopher Flavelle, Climate Change Tied to Pregnancy Risks, Affecting Black
Mothers Most, N.Y. TIMES (June 18, 2020),
https://www.nytimes.com/2020/06/18/climate/climate-change-pregnancy-
study.html.

221 DNREC, SEA LEVEL RISE VULNERABILITY ASSESSMENT at 89-90.
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mitigating storm damage, and supporting the State’s fishing and hunting industries.
Delaware is a hemispherically important area to migratory birds, with harm to
Delaware wetlands and coastal areas impacting the reproductive success of many
migratory birds, such as red knots. Delaware is likewise a particular center for
horseshoe crab spawning, with harm to their habitat impacting food chains,
numerous migratory bird species, and potentially significant impacts on human
health given the role of horseshoe crabs in medical and biomedical research.

g.  Agriculture is an essential driving force of Delaware’s economy.
Almost 40 percent of Delaware’s land is dedicated to agricultural production, and
sole or family proprietorship account for the vast majority of the State’s farms.??
By exacerbating extreme weather and rising seas, climate change has already and
will continue to have major impacts on agriculture in Delaware. Delaware’s
agricultural industry has already suffered significantly because of extreme weather.
The 2018 State of Delaware All-Hazard Mitigation Plan estimated nearly $8 million
in annualized expected losses from drought events across the State, primarily due to

crop and farmland damage.?® In low-lying areas, soil may become too salty for

228 Delaware Department of Agriculture, Delaware Agricultural History,
https://agriculture.delaware.gov/agricultural-history.

229 ALL-HAZARD MITIGATION PLAN, supra note 9, at § 4.2, p. 62-63.
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crops as saltwater intrusion progresses due to sea level rise.>*° Higher temperatures
and. changing rainfall patterns are likely to have negative effects on crops and
livestock, such as crop losses; reduced yield from heavy precipitation, heat, or
drought; heat stress on livestock; increased difficulty of nutrient management; and
higher infrastructure, irrigation, and energy costs. For example, hotter summers are
expected to reduce corn yields. Warmer winters may also increase competition for

231 Severe rainstorms, expected to increase in

crops from weeds and insect pests.
frequency, can also have serious consequences for crop production, delaying
planting or washing out planted crops and increasing disease. In terms of livéstock,
increased heat stress, extreme weather, and drought are likely to affect animal health
and reduce feed and growth efficiency for poultry and dairy cows.**?

h. Climate change has caused and will cause significant publid

health-related injuries to Delaware and its residents. 2 Greater numbers of extreme

230 J.S. Environmental Protection Agency, What Climate Change Means for
Delaware (Aug. 2016),
https://19january2017snapshot.epa.gov/sites/production/files/2016-
09/documents/climate-change-de.pdf.

BIPCCIA at 7-16.

232 Id

233 See, e.g., DIV. OF ENERGY AND CLIMATE, DELAWARE DEPT. OF NATURAL
RESOURCES AND ENVIRONMENTAL CONTROL, DELAWARE CLIMATE HEALTH

CONFERENCE SUMMARY REPORT (2017), https://dnrec.alpha.delaware.gov/climate-

coastal-energy/climate-change/climate-health-conference.
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heat events in Delaware will result in increased risk of heat-related illnesses (from
mild heat stress to fatal heat stroke) and the exacerbation of pre-existing conditions
in the medically fragile, chronically ill, and vulnerable. Changes in air temperature,
rain and carbon dioxide concentrations in air can lead to more ozone, pollen, mold
spores, fine particles and chemicals that can irritate and damage the lungs and
airways, particularly of those with pre-existing respiratory problems and conditions.
Increased extreme temperatures and heat waves has and will contribute to and
exacerbate, allergies, respiratory disease, and other health issues in children and
adults. Vulnerable populations such as the disabled, the elderly, those with prior
health issues, children, people who live alone, people of color, and less-resourced
communities are more likely to suffer health effects from higher air temperatures,
flooding, and air pollution. As pest seasons and ranges expand, vector-borne
illnesses will increase in Delaware’s population. The State has borne and will
continue to bear costs associated with mitigating and responding to these public
health threats.

229. Compounding these physical and environmental impacts are cascading
social and economic impacts that cause injuries to the State and that have and will
continue to arise out of localized climate change-related conditions.

230. Delaware’s low-income communities and communities of color are

particularly at risk from the impacts of climate change. Climate change is
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exacerbating, and will continue to exacerbate, underlying inequities faced by low-
income communities and communities of color, who are disproportionately. exposed
to environmental hazards and at risk for many health conditions. The raciél and
ethnic disparities in Delaware’s poverty rate?** further compound the increased risk
that Black and brown Delawareans face from climate change, because low-income
communities and communities of color are often unable ‘to prepare in advance for
events caused or exacerbated by climate change, and are forced to use a bigger
proportion of their resources to rebuild in the aftermath - or are unable to rebuild at
all. Climate change will also likely increase food insecurity in Delaware, which
more than 12 percent of DelgWareans already experience.?®

231. The State has already incurred damages as a direct and proximate result
of Defendants’ conduct. The State has planned and is pianning, at significant
expense, adaptation and mitigétion strategies to address climate change-related
mmpacts in order to preemptively mitigate and/or prevent injuries to itself and its

citizens. These efforts include, but are not limited to, capital projects such as

234 Black Delawareans are more than twice as likely to experience poverty than
white Delawareans, and Hispanics are approximately three times as likely to live in
poverty than non-Hispanic whites. CTR. FOR CMTY. RESEARCH & SERV., AN
OVERVIEW OF POVERTY IN DELAWARE 2 (2018),
http://udspace.udel.edu/handle/19716/23128.

235 Food Insecurity Rate, Delaware Health Tracker,
bttp://www.delawarehealthtracker.com (last visited Sept. 7, 2020).
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improving its drainage system and raising roadways, reconstructing and reinforcing
levees and dikes, and restoring dams; partnership initiatives to prepare cities and
towns across Delaware for the effects of climate change; and planning efforts such
as the development of the DelDOT Strategic Implementation Plan for Climate
Change and?3® the creation of a flood avoidance guide for State agencies?*’ pursuant
to Executive Order 41,%% through which former Governor Markell took steps to
prepare Delaware for emerging climate impacts. Additionally, the State has incurred
and will incur significant expense in educating and engaging the public on climate
change issues, and implementing policies to mitigate and adapt to climate change
impacts, including through clean transportation programs, electric vehicle incentive
programs, assisting Delaware residents with home weatherization, providing
incentives for building energy efficiency, restoring plant life to lessen heat impacts

and reduce tidal flooding, mapping vulnerable populations and disease patterns. The

236 DELAWARE DEPT. OF TRANSPORTATION, STRATEGIC IMPLEMENTATION PLAN FOR
CLIMATE CHANGE, SUSTAINABILITY & RESILIENCE FOR TRANSPORTATION (2017),
https://deldot.gov/Publications/reports/SIP/pdfs/SIP_ FINAL 2017-07-28.pdf.

237 DELAWARE FLOOD AVOIDANCE WORKGROUP, AVOIDING AND MINIMIZING RISK
OF FLOOD DAMAGE TO STATE ASSETS: A GUIDE FOR DELAWARE STATE AGENCIES
(2016),
http://www.dnrec.delaware.gov/energy/Documents/DE%20Flood%20Avoidance%
20Guide%20Fo0r%20State%20Agencies.pdf.

238 Exec. Order No. 41 (2013), https://archivesfiles.delaware.gov/Executive-
Orders/Markell/Markell EO41.pdf.
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State has already allocated funds to climate adaptation through the Strategic
Opportunity Fund for Adaptation, among other sources, and future climate
adaptation will come at a substantial cost to the State. The State has incurred costs
in responding to incidents such as impacts to water, wastewater, and stormwater
infrastructure; flooding; goundwater inundation of infrastructure; erosion; and
storm events that injure persons and property within Delaware and/or that the State
owns or bears responsibility. The State’s property and resources,? such as the Port
of Wilmington, State Route 9, Red Lion Dike, the St. Jones Reserve, Mispillion
Nature Center, Gordon’s Pond Trail, Pea Patch Island, various state parks, and the
DelDOT Bridgeville Maintenance Yard, have been and will continue be inundated
and/or flooded by sea water and extreme precipitation, among other climate-change
related intrusions, causing injury and damages thereto and to improvements thereon,
and preventing free passage on, use of, and normal enjoyment of that real property,
or permanently destroying it.

232. But for Defendants’ conduct, the State would have suffered no or far
less serious injuries and harms than it has endured, and foreseeably will endure, due
to the climate crisis and its physical, environmental, social, and economic

consequences.

239 Plaintiff disclaims injuries arising on federal property in Delaware.
197 '
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233. Defendants’ conduct as described herein is therefore an actual, direct,
and proximate cause of the State’s climate crisis-related injuries, and was necessary
to those injuries and brought about or helped to bring about those injuries.

V. CAUSES OF ACTION
FIRST CAUSE OF ACTION

(Negligent Failure to Warn)
(Against All Fossil Fuel Defendants)

234. The State realleges each and every allegation contained above, as
though set forth herein in full.

235. Fossil Fuel Defendants, and each of them, at all times had a duty to
issue adequate warnings to the State, the public, consumers, and public officials, of
the reasonably foreseeable or knowable severe risks posed by their fossil fuel
products.

236. Throughout the times at issue, Fossil Fuel Defendants breached their
duty of care by failing to adequately warn any consumers, including, but not limited
to, the State, its residents, and any other party, of the climate effects that inevitably
flow from the intended or foreseeable use of their fossil fuel products.

237. Fossil Fuel Defendants knew or should have known, based on
information passed to them from their internal research divisions and affiliates, trade
associations and industry groups, and/or from the international scientific

community, of the climate effects inherently caused by the normal use and operation
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Qf their fossil fuel products, including the likelihood and likely severity of global
warming, global and local sea level rise, more frequent and extreme drought, more
frequent and extreme precipitation events, increased frequency and severity of heat
waves and extreme temperatures, other adverse environmental changes; and the
associated consequences of those physical and environmental changes, including the
harms and injuries described herein.

238. Fossil Fuel Defendants knew or should have known, based on
information passed to them from their internal research divisions» and affiliates, trade
associations and industry groups, and/or from the international scientific
community, that the climate effects described herein rendered their fossil fuel
products dangerous, or likely to be dangerous, when used as intended or in a
reasonably foreseeable ménner.

239. Throughout the times at issue, Fossil Fuel Defendants individually and
in concert widely disseminated marketing materials in and outside of Delaware,
refuted the scientific knowledge generally accepted at the time, advanced pseudo-
scientific theories of their own, and developed misleading public relations materials
that prevented reasonable consumers, including, but not limited to, the State and its
residents, from recognizing the risk that fossil fuel products would cause grave
climate changes, undermining and rendering ineffective any warnings that Fossil

Fuel Defendants may have also disseminated. By virtue of this disinformation
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campaign, Fossil Fuel Defendants had and have reason to believe that the users of
their fossil fuel products are not aware of the risk of harm.

240. Throughout the times at issue, the risks posed by the use of Fossil Fuel
Defendants’ fossil fuel products were not obvious or generally known and
recognized, and users of said products did not have actual knowledge of the danger,
because, among other reasons, Fossil Fuel Defendants actively sought to conceal
these risks by disseminating marketing materials in and outside of Delaware,
refuting the scientific knowledge generally accepted at the time, advancing pseudo-
scientific theories of their own, and developing misleading public relations
materials.

241. Fossil Fuel Defendants knew or should have known that consumers,
including but not limited to the State and its residents, were not aware of the risks
polsed by the use of Fossil Fuel Defendants’ fossil fuel produc’és because, among
other reasons, Fossil Fuel Defendants actively sought to conceal these risks by
disseminating marketing materials in and outside of Delaware, refuting the scientific
knowledge generally accepted at the time, advancing pseudo-scientific theories of
their own, and developing misleading public relations materials.

242. Given the grave dangers presented by the climate effects that inevitably
flow from the normal or foreseeable use of fossil fuel products, a reasonable

manufacturer, seller, or other participant responsible for mtroducing fossil fuel
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products into the | stream of commerce, would have warned of those known,
inevitable climate effects.

243. Fossil Fuel Defendants’ conduct in and outside of Delaware was a
direct and proximate cause of the State’s injuries, and the harms suffered by the State
as alleged herein would not have occurred but for Fossil Fuel Defendants’ conduct.
Fossil Fuel Defendants’ concealment and misrepresentation of their products’
known dangers, Fossil Fuel Defendants’ failure to warn of those dangers, and Fossil
Fuel Defendants’ simultaneous promotion of the unrestrained use of their products
drove consumption, and thus greenhouse gas pollution, and thus climate Change.
Fossil Fuel Defendants’ conduct brought about the State’s injuries and was
necessary in bringing about the State’s injuries.

244, Asa direct. and proximate result of Fossil Fuel Defendants’ and each of
their acts and omissions, the State has sustained and will sustain substantial expenses
and damages as set forth in this Complaint, including damage to publicly owned

“infrastructure and real property, and injuries to public resources that interfere with
the rights of the State and its residents.

245. Fossil Fuel Defendants’ acts and omissions as alleged herein are
indivisible causes of the State’s injuries and damage as alleged herein, because, inter
alia, it is not possible to determine the source of any particular individual molecule

of CO; in the atmosphere attributable to anthropogenic sources, because such
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greenhouse gas molecules do not bear markers that permit tracing them to their
source, and because greenhouse gasses quickly diffuse and comingle in the
atmosphere.

246. Fossil Fuel Defendants’ wrongful conduct as set forth herein was
particularly reprehensible and exhibited a wanton or willful disregard for the rights
of the State, and was committed with actual malice. Fossil Fuel Defendants had
actual knowledge that their products were and are causing and contributing to the
injuries complained of, and acted with conscious indifference to the probable
dangerous consequences of their conduct’s and products’ foreseeable impact upon
the rights of others, including the State and its residents, motivated primarily by
unreasonable financial gain. Fossil Fuel Defendants engaged in persistent
distribution of an inherently dangerous product with knowledge of its injury-causing
effect among the consuming public. Fossil Fuel Defendants’ outrageous conduct
exhibits a wanton or willful disregard for the rights of the State. Therefore, the State
requests an award of punitive daméges in an amount reasonable, appropriate, and
sufficient to punish Fossil Fuel Defendants for the good of society and deter Fossil

Fuel Defendants from ever committing the same or similar acts.
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SECOND CAUSE OF ACTION
(Trespass)
(Against All Fossil Fuel Defendants)

247. The State realleges each and every allegation contained above, as
though set forth herein in full.

248. The State has actual and exclusive possession of real property
throughout the State of Delaware.

249. Fossil Fuel Defendants, and each of them, have intentionally,
recklessly, or negligently caused flood waters, extreme precipitation, saltwater, and
other materials, to enter the State’s real property, by distﬁbutiﬁg, merchandising,

“advertising, promoﬁng, marketing, and/or selling fossil fuel products, knowing with
substantial certainty that greenhouse gas emissions from those products would cause
global and local sea levels to rise and more frequenf and extreme precipitation events
to occur, among other adverse environmental changés, as well as the associated
consequences of thosé physical and environmental changes, including the invasion
of éaltwater onto State properties.

250. The State did not give permission for Fossil Fuel Defendants, or any of
them, to cause floodwaters, extreme precipitation, saltwater encroachment, and other
materials to enter its property as a result of the use of Fossil Fuel Defendants’ fossil

fuel products.
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251. The Staté has been and will continue to be actually injured and
continues to suffer damages as a result of Fossil Fuel Defendants and each of their
having caused flood waters, extreme precipitation, saltwater, and other materials, to
enter its real property, by infer alia submerging real property owned by the State,
causing flooding that has invaded real property owned the State and rendered it
unusable, causing storm surges and heightened waves which have invaded and
threatened to invade real property owned by the State, and in so doing rendering the
State’s property unusable.

252. The State has and will continue to spend funds to plan for, prevent, and
rectify sea level-rise related damages as a result of Fossil Fuel Defendants and each
of their having caused saltwater and other materials to enter and inundate the State’s
real property.

THIRD CAUSE OF ACTION -

(Nuisance)
(Against All Fossil Fuel Defendants)

253. The State realleges each and every allegation contained above, as
though set forth herein in full.

254. The Attorney General is authorized to bring suit on behalf of the State
and its citizens to address a public nuisance.

255. Fossil Fuel Defendants, individually and in concert with each other, by

their affirmative acts and omissions, have created, contributed to, and/or assisted in
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creating, conditions that significantly interfere with rights general to the public,
including the public health, public safety, the public peace, the bublic comfort, and
the public convenience.

256. The nuisance created and contributed to by Fossil Fuel Defendants is
substantial and unreasonable. It has caused, continues to cause, and will continue to
cause far into the future, significant harm to the community as alleged herein, and
that harm outweighs any offsétting benefit. The health and safety of Delawareans is
a matter of great public interest and of legitimate concern. |

257. Fossil Fuel Defendants specifically created, contributed fo, and/or
assisted, and/or were a suBstantial contributing factor in the creation of the public
nuisance by, inter alia:

| a. Controlling every step of the fossil fuel product supply chain,
including the extraction of raw fossil fuel products, including crude oil, coal, and
natural gas from the Earth; the refining and marketing of those fossil fuel products,
and the placement of those fossil fuel products into the stream of commerce;

b. Affirmatively and knowingly promoting the sale and use of fossil
fuel products that Fossil Fuel Defendants knew to be hazardous and knew would
cause or exacerbate global .warming and related consequences, including, but not
limited to, sea level rise, drought, extreme precipitation events, and extreme heat

events;
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C. Affirmatively and knowingly concealing the hazards that Fossil
Fuel Defendants knew would result from the normal use of their fossil fuel products
by misrepresenting and casting doubt on the integrity of scientific information
related to climate change;

d. Disseminating and funding the dissemination of information
intended to mislead customers, consumers, and regulators regarding known and
foreseeable risk of climate change and its consequences, which -follow from the
normal, intended use of Fossil Fuel Defendants’ fossil fuel products;

e. Affirmatively and knowingly campaigning against the regulation
of their fossil fuel products, despite knowing the hazards associated with the normal
use of those products, in order to continue profiting from use of those products by

- externalizing those known costs onto people, the environment, and communities,
including residents of Delaware; and failing to warn the public about the hazards
associated with the use of fossil fuel products.

258. Because of their superior knowledge of fossil fuel products, and their
position controlling the extraction, refining, development, marketing, and sale of
fossil fuel products, Fossil Fuel Defendants were in the best position to prevent the
nuisance, but failed to do so, including by failing to warn customers, retailers,

regulators, public officials, or the State of the risks posed by their fossil fuel
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products, and failing to take any other precautionafy measures to prevent or mitigate
those known harms. |

259. The public nuisance caused, contributed to, maintained, and/or
participated in by Fossil Fuel Defendants has caused and/or imminently threatens to
cause special injury to the State. The State has suffered unique harms of a kind that
are different from Delaware citizens at large, namely, that the State has been harmed
in its proprietary interests. The public nuisance has caused and/or imminently
threatens to cause substantial injury to real and personal property directly owned by
the State for the cultural, historic, and economic benefit of the Delaware’s residents,
anci for their health, safety, and general welfare.

260. Fossil Fuel Defendants’ actions were, at the least, a substantial
contributing factor in tﬁe unreasonable violation of public rights enjoyed by the State
and its residents as set forth above, because Fossil Fuel Defendants knew or should
have known that their conduct would create a continuing problem with long-lasting
significant negative effects on the rights of the public, and absent Fossil Fuel
Defendants’ conduct the violations of public rights described herein would not have
occurred, or would have been less severe.

261. Fossil Fuel Defendants controlled the instrumentality of the nuisance at

the time of the nuisance by flooding the marketplace with disinformation concerning
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their products, and by controlling every step of the fossil fuel product supply chain
from extraction, to marketing, to consumer sales.

262. Fossil Fuel Defendants’ wrongful conduct as set forth herein exhibited
a wanton or willful disregard for the rights of the State, and was committed with
actual malice. Fossil Fuel Defendants had actual knowledge that their products were
defective and dangerous and were and are causing and contributing to the nuisance
complained of, and acted with conscious disregard for the proBable dangerous
consequences of their conduct’s and products’ foreseeable impact upon the rights of
others, including Delaware énd its residents. Therefore, the State requests an award
of punitive damages in an amount reasonable, appropriate, and sufficient to punish
these Fossil Fuel Defendants for the good of society and deter Fossil Fuel
Defendants from ever committing the same or similar acts.

263. The State seeks an order that provides for abatement of the public
nuisahce Fossil Fuel Defendants have created, enjoins Fossil Fuel Defendants from
creating future common-law nuisances, and awards the State damages in an amount
to be determined at trial. The State pursues these remedies in its sovereign capacity

for the benefit of the general public]
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FOURTH CAUSE OF ACTION
(Delaware Consumer Fraud Act)

(Agalnst American Petroleum Institute, BP America Inc., BP ple, Chevron
Corporation, Chevron U.S.A. Ine¢., Exxon Mobil Corporatlon, ExxonMobil Oil
Corporation, XTO Energy, Inc., Hess Corporation, Royal Dutch Shell PLC,
Shell Oil Company, Citgo Petroleum Corporation, CNX Resources
Corporation, Marathon Oil Company, Marathon Petroleum Corporation,
Marathon QOil Corporation, Marathon Petroleum Company LP, and
Speedway LLC)

. 264. The State realleges each and every allegation contained above, as
though set forth herein in full.

265. In marketing and selling fossil fuel products, American Petroleum
Institute, BP America Inc., BP plc, Chevron Corporation, Chevron U.S.A. Inc.,
Exxon Mobil Corporation, ExxonMobil Oil Corporation, XTO Energy, Inc., Hess
Corporation; Royal Dutch Shell PLC, Shell Oil Company, Citgo Petroleum
Corporation, CNX Resources Corporatlon Marathon Oil Company, Marathon
Petroleum Corporation, Marathon Oil Corporation, Marathon Petroleum Company
LP, and Speedway LLC (“CFA Defendants”) have persistently misrepresented
material facts, or suppressed, concealed, or omitted material facts, with the intent -
that consumers will rely thereon.

266. CFA Defendants have marketed fossil fuels through misstatements and
omissions of material facts regarding: (i) the reasonably foreseeable or knowable
severe risks posed by their fossil fuel products; (ii) the purported environmental

benefits of their fossil fuel products; (iii) the actions they have taken to reduce their
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carbon footprint, invest in more renewables, or lower their fossil fuel production;
and/or (iv) their purportedly diversified energy portfolio with meaningful renewable
and low-carbon fuel components.

267. CFA Defendants have misrepresented material facts, or used
concealment, suppression, or omission of material facts with the intent that others
rely upon such concealment, suppression, or omission, in connection with the
advertisement and sale of fossil fuels, whether or not any person has been misled,
deceived, or damaged thereby, in violation of Section 2513(a) of the Delaware
Consumer Fraud Act, b-Del C—§ 2511, et seq., by misrepresenting, suppressing,
concealing, or omitting the material facts set forth in the preceding paragraph.

268. Based on information passed to them from their internal research
divisions and affiliates, trade associations and industry groups, and/or from the
international scientific community, CFA Defendants knew of or recklessly
disregarded the climate effects inherently caused by the normal use and operation of
their fossil fuel products, including the likelihood and likely severity of global
warming, global and local sea level rise, more frequent and extreme drought, more
frequent and extreme precipitation events, increased frequency and severity of heat
waves and extreme temperatures, and the associated consequences of those physical
and environmental changes, including the harms and injuries described herein by the

State. CFA Defendants had a duty to disclose this information to Delaware
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consumers in order to prevent their advertising and marketing statements from being
misleading, and their failure to do so constituted a misrepresentation and/or omission
in violation of the CFA.

269. Based on information passed to them from their internal research
divisions and affiliates, trade associations and industry groups, and/or from the
international scientific community, CFA Defendants knew or recklessly disregarded
the fact that the climatic effects described herein rendered their fossil fuel products
dangerous, or likely to be dangérous, when used as intended or in a reasonably
foreseeable manner. CFA Defendants had a duty to disclose this information to
Delaware consumers in order to prevent their advertising and marketing statements
from being misleading, and their failure to do so constituted a misrepresentation
-and/or omission}in violation of the CFA. "

270. Throughout the times at issue, CFA Defendants individually and in
concert, in and outside of Delaware, widely disseminated marketing materials,
refuted the scientific knowledge generally accepted at the time, advanced and
promoted pseudo-scientific theories of their own, and developed public relations
materials that prevented reasonable consumers, including those in Delaware, from
recognizing or discovering the latent risk that CFA Defendants’ fossil fuel products
would cause grave climate changes. In addition, CFA Defendants deceitfully

represented themselves as leaders in renewable energy and made misleading claims
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that their businesses were substantially invested in lower carbon technologies and
renewable energy sources. These practices had a tendency to deceive consumers
and the public, including the State and Delaware residents.

271. In advertising and selling their fossil fuel products, CFA Defendants
misrepresented material facts to Delaware consumers about the environmental
impacts of their products, including through CFA Defendants’ misleading
“greenwashing” advertisements, as outlined in Parts IV(F) and IV(G) of this
Complaint. CFA Defendants’ misrepresentations in advertising and selling their
fossil fuel products occurred in Delaware and elsewhere.

272. CFA Defendants omitted, suppressed, or concealed from Delaware
consumers their knowledge of the material fact that the use of their fossil fuel
products contributes to climate change. CFA Defendants intended for consumers,
including those in Delaware, to rely on these omissions to continue purchasing and
using CFA Defendants’ fossil fuel products without altering their behavior. CFA
Defendants’ omissions occurred in Delaware and elsewhere.

273. As a direct and proximate result of CFA Defendants’ acts and
omissions—i.e., marketing and selling fossil fuels and promoting their unchecked
use while concealing and misrepresenting their dangers—the State of Delaware and
Delaware consumers have sustained and will sustain substantial expenses and

damages set forth in this Complaint and to be proven at trial, including damage to
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publicly owned infrastructure and real property, and injuries to public resources that
interfere with the rights of the State and its residents. These injuries have occurred
as the direct and natural consequence of Delaware consumers’ and other consumers’
reliance upon CFA Defendarts’ misleading statements and omissions to continue
purchasing and using fossil fuel products.

274. Each instance in which the CFA Defendants have advertised or sold
fossil fuel products and either misrepresented material facts or suppressed,
concealed, or omitted material facts related to the harms caused by the intended use
of these products was with the intent that consumers, including those in Delaware,
would rely upon such suppressions, concealments, or omissions, and constitutes a
violation of Slection 2513(a) of the Delaware Consumer Fraud Act.

275. Neither the State nor Delaware consumers were on notice of CFA
Defendants’ misrepresentations and omiss’ions until recently. CFA Defendants,
including Exxon, have made misleading statements to the public, including
Delaware consumers, since at least 1977 and continuing through today, minimizing
and contradicting the scientific consensus that use of fossil fuels directly contributes
to climate change, while CFA Defendants’ contemporaneous internal

communications and studies demonstrated their knowledge of this scientific
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consensus.?*® Thus, although CFA Defendants were on notice that they were making
misrepresentations and omissions to the public, Delaware consumers were not.
276. For decades, CFA Defendants have engaged in a campaign of deception
to hide their knowledge of the harmful effects of the intended use of their fossil fuel
products on climate change, as alleged in Parts V(C)—(H) of this Complaint. The
State and Delaware consumers were not merely ignorant of CFA Defendants’
wrongful acts over the past several decades; rather, CFA Defendants affirmatively
concealed their fraud by issuing misleading advertorials and other statements
diminishing the harmful effects of their products’ use on climate change without
disclosing their own knowledge to the contrary—conduct that continues to this day.
Neither the State nor its consumers were on inquiry or actual notice to investigate
the CFA Defendants’ campaign of deception until recently, nor shoﬁld a reasonable
person have been, because CFA Defendants’ campaign of deception was éo effective
at concealing their lies from the public. As alleged in Part V(I) of this Complaint,

'CFA Defendants’ deceit only recently became discoverable, and is continuing.

240 See generally Geoffrey Supran & Naomi Oreskes, Assessing ExxonMobil’s
climate change communications (1977-2014), ENVIRON. RES. LETT. 12 (2017),
https://iopscience.iop.org/article/10.1088/1748-9326/aa815f/pdf (finding that
ExxonMobil’s climate change communications, including its paid advertorials,
from 1977 to 2014, “misled the public” and sowed doubt about climate change).
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277. CFA Defendants fraudulently concealed their unlawful acts and
omissions from the State, Delaware consumers, and the general public through their
affirmative acts of implementing a campaign of deception about the harms posed by
their fossil fuel products. CFA Defendants intentionally and deliberately acted to
misled the State, Delaware consumers, and the public at large about the true impact
of their products’ use on climate change, and continue to do so today. CFA
Defendants intended to induce consumers to rely on their misrepresentations and
concealment of material facts about their products’ contribution to climate change
in order to continue purchasing and using CFA Defendants’ fossil fuel products.
Through CFA Defendants’ misleading pubiic statements in the medié and funding
of climate disinformation and denial campaigns, they intended to prevent the State
and its consumers from gaining knowledge of the facts that the intended use of their
products‘ posed grave dangers 'to Delaware. CFA Defendants intended to mislead
the public, consumers, and the State through this campaign of deception to prevent
them from uncovering the truth. Because of this fraudulent concealment, the State
and Delaware consumers could not have known with reasonable diligence that CFA
Defendants were engaging in deceptive practices to conceal and mislead the public
about the harmful effects of the use of their fossil fuel products.

278. CFA Defendants’ continuing material misrepresentations and

omissions, including greenwashing advertisements and public statements denying
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the scientific consensus that use of fossil fuel products directly causes climate
change, are not time-barred by the Consumer Fraud Act’s five-year statute of
limitations for actions brought by the Attorney General.

279. CFA Defendants’ 'wrongful conduct as set forth herein was gross,
oppressive, aggravated, exhibited a wanton or willful disregard for the rights of the
State, and was committed with actual malice and involved the breach of the public’s
trust and confidence. CFA Defendants had actual knowledge that their products
were and are causing and contributing to the injuries complained bf, and acted with
conscious disregard for the probable dangerous consequences of their conduct’s and
products’ foreseeable impact upon the rights of others, including the State and
Delaware residents, motivated primarily by unreasonable financial gain. Therefore,
the State requests an award of punitive damages in an amount reasonable,

~ appropriate, and sufficient to punish CFA Defendants for tﬁe good of society and
deter CFA Defendants from ever committing the same or similar acts.

280. Wherefore, the State prays for relief as set forth below.
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VI. PRAYER FOR RELIEF

The STATE OF DELAWARE seeks judgment against these Defendants for:.

1. Compensatory damages, jointly and severally, in an amount according
to proof;
2. Penalties against CFA Defendants, jointly and severally, in the amount

of $10,000 for each instance in which CFA Defendants willfully violated the

Delaware Consumer Fraud Act;

3. Reasonable attorneys’ fees as permitted by law;

4, Punitive damages;

5. Costs Qf suit; and

6. For such and other relief as the Coﬁrt may deem proper.

VII. REQUEST FOR JURY TRIAL
Delaware respectfully requests that all issues presented by its above
Complaint be tried by a jury, with the exception of those issues that, by law, must

be tried before the Court.
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TAFT, Calif.—Just over a year ago, with great fanfare, oil began to trickle out of the ground
at the Federal Government's vast Elk Hills Petroleum Reserve near here. It had been closed
most of the time since the Teapot Dome Scandal of the 1920's.

The opening of Elk Hills, ordered by Congress in the aftermath of the Arab oil embargo, was
hailed as a step toward achieving energy independence for America and as help for ending
the thirst for foreign oil.

Since then — and even before last week's well fire that killed three workers — the outlook
for the reserve has been a sort of settled uncertainty. The President wants to shut it down,
citing the torrent of Alaskan oil. Critics say the oil should he hoarded for use during an
emergency. Plans to upgrade and expand facilities here are already more than a year behind
schedule. And the oil companies have been willing to buy less oil than the Government had
hoped — and at substantially lower prices.

“We hear all kinds of rumors out here,” said Comdr. Roger Martin, who runs the operation.
“But right now, we're still under a mandate to produce EIKk Hills at its maximum efficient
rate.”

Current Daily Output

At present, that means 128,000 barrels of oil a day—two-thirds of 1 percent of the nation's
current appetite for oil. Eventually, these gentle foothills on the edge of the San Joaquin
Valley could yield 300,000 barrels of oil a day, compared with United States Oil imports that
are running to 8 million barrels a days

Not only is this limited amount of oil not expected to do much to solve the nation's energy
problems, it has actually added to California's oil woes, since California is in the midst of an
oil glut, the unintended consequence of the opening of the Alaskan reserves at Prudhoe Bay.

More than 700,000 barrels a day of that oil is now being loaded onto tankers at Valdez, with
the figure expected to rise to 1.2 million barrels a day eventually. But because no oil
pipelines exist to carry the flow from West Coast to East, an excessive amount is getting no
farther than the Pacific Coast.

At the same time, a more general reaction has set in against draining the 1.2-billion-barrel
field—perhaps the continental United States' largest onshore oil field. Instead, critics say,
the production should be halted and the oil kept as a strategic reserve against the time when
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foreign supplies, currently readily available, run short.

Carter Retracts Demand

Apparently persuaded by these considerations, President Carter called on Congress last
April to retract its demand that full production be pressed. This would probably have
resulted in continued production but at a lower level, Administration officials say.

But in an as-yet-unannounced development, Congressional leaders told Administration
officials privately over the summer that the proposed legislation could not be passed at
present; as a result, the idea was quietly dropped.

Therefore, despite the cloudy future, despite the first change in management in half a
century (from the Standard Oil Company of California to the Williams Brothers Engineering
Companies) and despite the transfer of responsibility for the reserve from the Navy to the
new Department of Energy, a $500 million development goes forward.

A shiny glass and concrete administration building is nearing completion on a small rise by
the main gate here. Eleven rigs are at work now on the 100-square-mile reserve—an
unusually high number for such a small area—two of them engaged in deep exploratory
drilling below 20,000 feet that has as yet found nothing. New storage tanks have been built
and a new gas processing plant and a new pipeline are on the way.

But slowly. A route has yet to be chosen for the pipeline, which Congress insisted he built by
April 1979 but which is now at least a year and a half late.

The choice of pipeline route will be en important factor in the effort to move part of the Elk
Hills oil out of California. One possibility is to build a spur 120 miles south to Redlands, Calif.,
to connect with the proposed line from Long Beach to Midland, Tex., being sponsored by the
Standard Oil company (Ohio).

For EIKk Hills, uncertainty is hardly a new experience. Set aside as a Naval oil reserve in
1912. the oilfield suffered guilt by association in 1922, when another naval oil field, Teapot
Dome, became the center of a national scandal involving kickbacks to the Secretary of the
Interior, who had taken over responsibility for the oil a year earlier.

The subservient political fallout resulted in the return of both oil reserves to the Navy in
1927. The Navy prompily shut them down and kept them shut, except for wartime use in the
1940's. Production has now resumed at Teapot Dome as well, although at a far lower rate.

“It took us several months just to get the equipment going again,” said Edward E., Gialdini, a
production manager here. “The gas processing plant was built in the early 1950's and had ??
ver been used.”
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ElkR Hills Reserve Oil Will Flow Again
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TAFT. Calif., July 2—After more than 50 years of controversy and intrigue, Congressional
bickering and an epimode cf chicanery in high places, commercial production of the
Gcevernment's long-husbanded oil in the EIk Hills naval petroleum reserves will begin
tomorrow.

The New York Times/Robert Lindsey
An oil rig at the EIKk Hills naval petroleum reserve
The Now York Times/July 3, 1976

Final steps to de-mothball more than 160 oil wells were completed today in preparation for a
move that, at least for how is more symbolic than substantive for efforts by the United
States to reduce its dependence upon imported oil.

President Ford and, before him, former President Richard NI. Nixon both battled Congress
dor authority to give commercial producers access to the oil, one of the richest fields
remaining in the lower 4S states. The rationale was that it was no longer needed as a
national security reserve.

Congressional Approval

Congress finally gave its approval this spring, authorizing production for six years and
stipulating it must begin before July 4.

Only 31,000 barrels of oil a® day will flow initially from beneath the chalk-colored hills onl the
western edge of the San! J aqu;ii Valley—a droplet compared with the nation's current,
appetite for more than 6 million! barrels of imported oil daily.; Interest in the oil by private;
companies was less than expected, at least, initially, by the G.Overnment.

,2However, Comdr. Roger Martin, the naval officer in charge of the facility, said this modest
beginning would be followed by more and more production.

“We expect to reach a level of about 100,000 barrels daily in a few months, and 300,000 by
the end of tile 1970's,” he said.

Production of 1;00.000 barrels daily would amount to about 5 percent cf current imports and,
at current world prices. be translated into a balance-afpayments saving of about $1 billion
annually.

Meanwhile, the rich oilfields in Prudhoe Bay, Alaska, will be moving into production, further
lessening the need for foreign oil.
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There still appears to be sharp resistance in some sectors of the Defense Department to
opening EIKk Hills. Some officials criticize the action as a political move by which the Ad
ministration gives the appearance of acting to deal with the energy crisis without tackling
its underlying problems and meanwhile depleting what they see as a necessary reserve.

“Some people think we're se:iing the family jewels,” one Navy officer said. “This is political
oilfield,” another said.

The long-sought oil production here has already touched off an economic boomlet in this
town of 4,800, which in a way is the classic oil-boom town. Before much of the oil was
depleted, it grew wildly during the first 25 years of the century because of oil strikes in the
region around EIK Hills. Because of its history, the 1940 movie, “Boom Town” starring Clark
Gable and Spencer Tracy, was filmed here.

“Right now, we've already got a terrible housing shortage,” said Jack George, manager of
the local Chamber of Commerce. “We could use 300’ houses right now. People come to the
chamber begging for housing. But, we're building a 110-unit mobile home park, and they just
started a 40-unit housing subdivision.

“As the Navy builds up production, it's going to have a tremendous impact on Taft. It will
affect everybody—people who supply equipment, people who sell services. *

A few of the town's formerly boarded — up business places have already reopened, he noted
—including, in a touch of irony, two abandoned gasoline service stations that have reopened
as a hamburger stand and a delicatessen.

Federal Program Starts

A $500 million federally financed program is under way to further develop resources in the
72-square-mile EIK Hills preserve.

Nine drilling rigs are punching holes into the mostly barren, rattlesnake and
jackrabbitpopulated hills. One is being bored 20,000 feet in search of oil in what Navy
officers refer to as “the basement.” Previously, the deepest drilling of the approximately
1.000 wells on the reservation was 12,000 feet.

Eventually, Commander Martin said, 600 to 700 additional wells will be ‘provided, adding
that there was general optimism among oilmen that the Elk Hills’ proven reserves of about
a billion barrels could be substantially increased.

“We don't know what the full extent of the reserves arc,” he said. “Depending on who you
talk to, some people say the total mate be upwards of 1.5 billion, although it is more likely to
be L2 billion to 1.3 billion, plus whatever we find below 12.000 feet.”
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Oil companies have tried periodically for decades to get access to the oil here. Yet when the
Navy put the initial output up for bid in May, the industry spurned about one-third of the
offering. And, prices hid were than expected.

The relatively poor response is attributed by oil-industry experts to a number of factors.
Among them are the current inadequacy of transportation facilities from the fields,
especially for non-California oil producers, until more pipelines are provided; a surplus on
the West Coast currently of lowergrade crude oil that constituted much of the oil that was
sold, and uncertainty about the Government's decision to confine sales to a year-to-year
basis rather than on the longterm plan.

Teapot Dome Recalled

Commercial production of oil on a much smaller scale—about 2,000 barrels daily—will also
begin tomorrow at the Government's naval reserve at Teapot Dome, Wyo., whose oil —along
with that beneath the Elk Hills—was the illicit prize of the Teapot Dome scandal that rocked
the nation during the 1920's.

The EIk Hills facility had been assigned by order of President William Howard Taft, for
whom the town is named, in 1912, as a reserve that could be drawn upon during future wars
to fuel naval ships, then shifting from coal to oil. President Woodrow Wilson established the
Teapot Dome reserve in 1915.

in 1921, President Harding ordered the transfer of the reserves from the control of the Navy
to the Department of the Interior. And in 1922, the Se:retary of the Interior, Albert D. Fall,
secretly and without competitive bidding, leased the facilities to oilmen, Harry F. Sinclair
and Edward L. Doheny. Mr. Fall later admitted receiving $385,000 from the two men.

Official Imprisoned

The ensuing political storm led to Mr. Fall's jading, ad eventually transfer of the oil reserves
back to the Navy in 1927. Except for a period during World War 11, Elk Hills has been
virtually untouched. However, the Standard Oil Company of California, which owned 20
percent of the field before it was taken over by the Government in 1912, has been taking
2,000 to 3,000 barrels of oil annually recently under program necessary to protect the oil
resources from water seepage.

Commenting on the relatively lukewarm response so far by oil companies in the initial
bidding, Commander Martin predicted that, as more processing and pipeline facilities were
added, interest would grow. “And you can bet if the Arabs put on another embargo,” he said,
“interest in EIk Hills will go up very fast.”
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UNITED STATES Office Serial Number

DEPARTMENT OF THE INTERIOR
MINERALS MANAGEMENT SERVICE

Cash Bonus -

MINERAL LEASE OF SUBMERGED LANDS UNDER THE Do et e are o

OUTER CONTINENTAL SHELF LANDS ACT traction thereof
This form does not constitute an information collection as defined by . .
44 U.S.C. 3502 and, therefore, does not require approval by the Minimum royaity- Royalty rate Dollars/unit of
Office of Management and Budget. Dollars/year Dolarsl\?lock- product % amount or

acre-hectare or fraction vaiue of product % gross
thereaf proceeds '

This lease is effective as of (hereinafter called the “Effective Date”) and shall continue for an initial
period of years (hereinafter called the "Initial Period”) by and between the United States of America (hereinafter called

the "Lessor"), by the Minerals Management Service, its authorized officer, and

(hereinafter called the "Lessee”). In consideration of any cash payment heretofore made by the Lessee to the Lessor and in consideration of
the promises, terms, conditions, and covenants contained herein, including the Stipulation{s) numbered
attached hereto, the Lessee and Lessor agree as follows:

Sec. 1. Statutes and Regulations. This lease is issued pursuant to the Outer Continental Shelf (OCS) Lands Act of August 7, 1953, as amended
{43 U.S.C. 1331-1356), (hereinafter called the "Act”), and the regulations issued thereunder (30 CFR 281). This lease is issued subject to the
Act, all regulations and orders issued pursuant to the Act and in existence upon'the Effective Date of this lease, all regulations and orders,
subsequently issued pursuant to the Act, that provide for the prevention of waste and conservation of the natural resources of the OCS and

the protection of correlative rights therein, and all other applicable statutes and reguiations.

Sec. 2. Rights of Lessee. The Lessor hereby grants and leases to the Lessee the exclusive right and privilege to prospect for, mine, extract,

remove, and disposs of all {hereinafter referred to
as the "Leased Minerasi(s)”) in the submerged lands of the OCS containing approximately acres or hectares (hereinafter

referred to as the "Leased Area”), described as follows:

Form MMS-2004 (June 1991)



Case 1:20-cv-01429-UNA Document 1-1 Filed 10/23/20 Page 241 of 299 PagelD #: 377

These rights include:

(a) the nonexclusive right ta conduct within the Leased Ares
geologicsl snd geophysicel explorstions inciuding core sempling
sctivities in sccordance with applicable regulations;

®) the nonexciusive right to dnil weter wells within the Leassed
Area, unless the water is pant of geopressured-geotharmal and
sssociated resources, and to uss the water prodi'ced therefrom for
operstions pursuant 1o the Act free of cost, on the condition thet
the drilling is conducted in sccordance with procedures spproved
by the Director of the Minersis Mansgemaent Service or the
Director’s delegate (hersinafter cafled the "Director®); and

(c) the right to construct or erect and 10 maintain within the Leased
Area artificial islands, squipment, installstions, and other devices
permanently or temporanly sttached to the seabed and other works
and structures necessary to the full enjoyment of ths issse, subject
to compliance with spplicsble laws and regulstions.

8e0c. 3. Yorm, This leass shali continue {rom the E!fective Date of
the lease for the Initial Period and 30 long thereafter as the Leased
Minaral is producad (sold, trensferred, used, or otherwise disposed
of) from the Leased Ares in accordance with an approved mining
operation, of the Lessee is otharwise in compliance with provisions
of the lease and the regulations under which the Lessee can earn
continuance of the lesss. .
Sec. 4. Rentsl.

{s) The Lesses shall pay the Lessor an annual rental in tha amount
shown on the face of the lease or in accordance with the rentsl
adjusiment scheduls (attached, if spplicable) pursuent to the
teasing notice not later than the last day prior to the
commancemaent of the rental yeesr.

) Unless otherwise specified in the lessing notice, the lessee is
sxempt from paying annual rental dunng the first S years in the life
of the lesse.

{c) No rentsl shall be due or payable under a leases commencing
with the first lease snniversary date following the commencement
of roysity payments on leasehold production.

8ec. 8. Roysity on Production. The royalty due the Lessor on.

Leased Minerai(s) produced (sold, trensferred, used, or otherwise
disposed of) shall be as specified in the schedute attached 1o this
lease.

$ec. 6. Minimum Royalty. The Lessee shall pay the Lessor a
minimum annusl royalty in the amount specified on the face of the
lease, beginning with the ysar in which OCS minerals are produced
{sold, transterred, used, or otherwise disposed of) from the
leasehold. The minimum royalty prescribed shail be offset by
royslty paid on production during the lease year. Minimum royalty
payments are payable within 30 days following the end of the lease
yeor for which they are due.

Sec. 7. Payments. The Lessee shall identify one responsible party
who shall make all payments (rentals, royalties, and any other
payments required by this iease) 1o the Lessor by electronic transfer
of funds, check, draft on a8 solvent bank, or money order unless
otherwise provided by regulations or by direction of the Lessor.
Rentals, royaities, and any other payments required by this lease
shell be made psyabie to the Minersls Management Service and
tendered to the Director in sccordance with applicable reguiations.
Determinations made by the Lessor as 1o the amount of payment
due shall be presumaed to be correct and paid as dus.

S$ec. 8. Bonds. The Lassee shall maintain the bond(s) coverage
required by regulation prior to the commencemaent of sny sctivity
on the lease and shall furnish such additional security as may be
required by the Lessor if, sfter operstions have begun, the Lessor
deems such additional security to be necessary.
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Sec. 9. Plang, The Lessee shall conduct o operstions on the
Lessed Ares in accordance with the provisions of an approved
delinestion, testing, or mining plen, this lease, snd the spplic
governing reguiations. Modificstions 0 approved plans shou
submitted by the Lesses 10 the Lessor and must be authorized es
provided for under sppiicable reguistions.

Sec. 10. Porformance, The Lessee shall comply with off appliceble
regulations, orders, written instructions and the terms and
conditions set forth in this lease. After due notice in writing, the
Lesses shall conduct such OCS mining ectivities at such rates ss
the Lessor may require in order that the Leased Ares or sny pert
thereo! may be propery and timely developed and produced in
sccordance with sound operating principles.

8ec. 11. Safety Reguirements, The Lessee shell:

() maintsin ol places of empioyment within the Leased Area in
compliance with occupationsl safety and heaslth standards sand, in
addition, free from recognized hazards to employees of the Lesses
or of a contractor ot subcontractor operating within the Leased
Ares;

{(b) maintain all operstions within the Leased Ares in compliance
with reguistions or orders intended to protect persons, property,
and the environmaent, including minersl deposits and formations of
minersl deposits not lesased hereunder; and

(c) allow prompt sccess, st the site of any operation subject to
safety reguistions, to eny suthorized Federsl inspector and shall
provide any documents and records thet are pertinent to
occupational or public health, safety, or snvironmaentasl protection
as may be requested.

Sec. 12. Suspansion snd Cancellstion.

{a) The Lessor may suspend or cencel this leass pursuant to
Section § of the Act. and compensation shall be paid
provided by the Act.

(b) The Lessor may, upon recommendation of the Secretary of
Defense during o state of war or nationsl emergency declared by
Congress or the President of the United States, suspend oparations
under the iease, as provided in Section 12(c) of the Ac!. and ;ust
compansation shall be paid the Lessee for such suspension.

Sec. 13. Indemnification, The Lesses shall indemnify the Lessor
for and hold it harmiess from, any claim, including cleims for foss
or demage to property of injury 1o persons caused by or resuiting
from any operstion on the Lesased Area conducted by or on behalf
of the Lessee. However, the Lesses shalf not bs held responsible
to the Lessor under this section for any loss, &mgc. or injury
caused by or resulting from: .

(a) negligence of the Lessor other than the commission or omission
of & discretionary function or duty on the part of a Federal Agency,
whethaer or not the discretion involved is abused; or

{b) the Lessee’s compliance with sn order or directive of the Lesser
against which an administrative sppsal by the Lessesis filed bafore
the cause of action from the claim srises and is pursued diligently
thereafter,

Sec. 14. Purchase of Production. In time of war or when the
President of the United States shall 80 prescribe, the Lessor shal
have the right of first refusal to purchase at the market price all or
any portion of the Leased Mineral produced from the Leased Arsa,
ss provided in Section 12(b) of the Act.

Sec. 16. Mining Unit Agreement, The Lesses may request te

operste under 8 mining unit sgreement within such time - e
Lessor may prescribe, embracing afl or part of the lands sut s
this lesse as the Lessor may determine is in the interest of
conservation of the natural resources of the OCS or the prevention
of wasts. Whaere eny provision of & mining unit egreement,
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spproved by the Lessor, is inconsistent with a provision of this
fease, the provision of the agreement shali govern so long as the
lease remains committed to the mining unit. If the mining unit of
which this lease is s part is dissolved, the lease shail then be
subject to the lease terms that would have been applied if the lease
had not been included in the mining unit.

Sec. 18. Equal Opportunity Clause. During the performanca of this
lease, the Lessee shail fully comply with paragraphs (1) through (7)

of Section 202 of Executive Order 11246, as amended (reprinted
in41 CFR 60-1.4(a)), and the implementing regulations that are for
the purpose of preventing employment discrimination against
persons on the basis of race, color, religion, sex, national origin,
sge, or disability. Paragraphs (1) through (7) of Section 202 of
Exescutive Order 11246, as amended, are incorporated in this lease
by reference.

Sec. 17. Certification of Nonsegregated Facilities. By enteringinto
this lease, the Lessee cortifies, as specified in 41 CFR 60-1.8, that

it does not and will not maintain or provide for its employees any
segregated facilities at any of its establishments and that it does
not and will not permit its employees to perform their services at
sny location under its control where segregated facilities are
maintained. As used in this certification, the term “segregated
facilities® means, but is not limited to, any waiting recoms, work
areas, rest rooms and washrooms, restaurants and other eating
areas, time clocks, locker rooms and other storage or dressing
areas, parking lots, drinking fountains, recreation or entertainment
areas, transportation, and housing facilities provided for employees
that are segregated by expiicit directive or are, in fact, segregated
on the basis of race, color, reiigion, sex, national origin, age, or
disability, because of habit, local custom, or otherwise. The Lessee
further agrees that it will obtain identical certifications from
proposed contractors and subcontractors prior to award of
contracts or subcontracts, unless they are exempt under 41 CFR
60-1.5.

Sec. 18. Reservations to Lessor. All rights in the Leased Area not
expressiy granted to the Lessee by the Act, the regulations, or this
lease are hereby reserved to the Lessor. Without limiting the
generality of the foregoing, reserved rights include:

{a) the rights to ail source materiais essential to production of
fissionable materials as specified under 43 U.S.C. 1341(e);

{(b) the right to authorize geological and geophysical exploration in
the Leased Area that does not unreasonably interfere with or
endanger actual operations under the lease, and the right to grant
such easements or rights-of-way upon, through, or in the Leased
Area as may be necessary or appropriate to the working of other
lands that may or may not be leased or to the treatment and
shipment of products thereof by or under authority of the Lessor;
(c) the right to grant leases for any minerals (including oil, gas, and
sulphur) other than the Leased Minerai(s), except that operations
under such leases shall not unreasonably interfere with or endanger
operations under this lease; and

{d) the right, as provided in Section 12{(d) of the Act, to restrict
operations in the Leased Area or any part thereof that may be
designated by the Secretary of Defense, with approval of the
President, as being within an ares needed for national defense and,
so long as such designation remains in effect, no operations may
be conducted on the surface of the Leased Area or the part thereof
included within the designation except with the concurrence of the
Secretary of Defense. If operations or production under this lease
within any designated area are suspended pursuant to this
paragraph, any payments of rentals and royalty prescribed by this
lease likewise shall be suspended during such period of suspension
of operations and production, the term of this lease shall be
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extanded by adding thereto any such suspension period, and the
Lessor shall be liable to the Lessee for such compensation as is
required to be paid under the Constitution of the United States.

Sec. 19. Transfer of Lease. The Lassee shall file for approval with
the appropriate field office of the Minerals Management Service any
instrument of assignment or other transfer of this lease, or any
interest therein, in accordance with applicable laws and ragulations.

Sec. 20. Surrender of Lease. The Lessee may surrender this entire
lease or any officially designated subdivision of the Leased Areaby
filing with the appropriate field office of the Mineralis Management
Service a written relinquishment, in triplicate, that shait be effective
as of the date of filing. No surrender of this lease or any portion of
the Leased Area shall relieve the Lessee or its surety of the
obligation to pay all accrued rentals, royalties, and other financial
obligations or to abandon all operations and remove all facilities on
the area to be surrenderad in 8 manner satisfactory to the Dirsctor.

Sec. 21. Removal of Property on Termination of Lease. Within a
period of 1 year after termination of this lease in whole or in part,
the Lessee shall remove all devices, works, and structures from the
premises no langer subject to the lease, in accordance with
applicable regulations and orders of the Director. However, the
Lessee may, with the approval of the Director, continue to maintain
devices, works, and structures on the Leased Area for operations
on other leases, provided the Lessee continues to maintain the level
of bond coverage required by the Director.

Sec. 22. Remedies in Case of Defauit.

{a) Whenever the Lessee fails to comply with any of the provisions
of the Act, the regulations or orders issued pursuant to the Act, or
the terms of this lease, the lease shall be subject to cancellation in
accordance with the provisions of Section 5(c) and (d) of the Act
and the Lessor may exercise any other remedies which the Lessor
may have, including the penalty provisions of Section 24 of the
Act. Furthermore, pursuant to Section 8(o) of the Act, the Lessor
may cancel the lease if it is obtained by fraud or misrepresentation.
(b} Nonenforcement by the Lessor of a remedy for any particular
violation of the provisions of the Act, the regulations or orders
issued pursuant to the Act, or the terms of this lease shall not
prevent the cancellation of this lease or the exercise of any other
remedies under paragraph (a) of this section for any other violatior
or for the same violation occurring at any other time.

Sec. 23. Heirs and Successors_in_Interest. Each obligation
hereunder shall extend to be binding upon and every benefit hereof
shall inure to the heirs or devisees. '

Sec. 24. Unlawful Interest. No member of or delegate to
Congress, or Resident Commissioner, after election or appointment,
or either before or after they have qualified, and during their
continuance in office, and no officer, agent, or employee of the
Department of the Interior, except as provided in 43 CFR Part 20,
shall be admitted to any share or part in this lease or derive any
benefit that may arise therefrom. The provisions of Section 3741
of the Revised Statutes, as amended, 41 U.S.C. 22, and the Act of
June 25, 1948, B2-STar702, as amended, 18 U.S.C. 431-433,
relating to contracts made or entered into or accepted by or on
behalf of the United States, form a part of this lease insofar as they
may be applicable.


http://www.google.com/search?q=62++stat.++702
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{Lesses)

{Lasses)

(Signature of Authorized Officer)

{Signature of Authorized Officer)

(Name of Signatory)

{(Name of Signatory)

(Title)

(Title)

(Date)

(Address of Lessee)

{Date)

{Address of Lessee)

{Lessee}

{Signature of Authorized Officer)

(Name of Signatory)

(Tide)

(Date)

(Address of Lessee)

{Lessee)

{Signature of Authorized Officer)

{Naeme of Signatory)

(Title)

{Date)

{Address of Lessee)

If this lease is executed by a corporation, it must bear the corporate seal.

Page 4



Case 1:20-cv-01429-UNA Document 1-1 Filed 10/23/20 Page 244 of 299 PagelD #: 380

THE UNITED STATES OF AMERICA, Lassor

{Lassee)

[Signature of Authonzed Cilical] W!uu ol Authonized Officer]
{Nsme of Signatory) {Name of Signatory)
{Title) (Title)

(Catel (Date]

{Address of Lessee)

if this leass is sxecuted Dy a corporstion, it must bear the corporale seasl.

Page S
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Office Serial number
UNITED STATES
DEPARTMENT OF THE INTERIOR
BUREAU OF OCEAN ENERGY MANAGEMENT Cash bonus Rental rate per acre, hectare
OIL AND GAS LEASE OF SUBMERGED LANDS or fraction thereof
UNDER THE OUTER CONTINENTAL SHELF LANDS ACT
Minimum royalty rate Royalty rate
Paperwork Reduction Act of 1995 statement: This form does not constitute per acre, hectare or
an information collection as defined by 44 U.S.C. 3501 et seq., and therefore fraction thereof
does not require approval by the Office of Management and Budget. Profit share rate
This lease is effective as of (hereinafter called the “Effective Date”) and shall continue
for a primary term of years (hereinafter called the “Primary Term”) by and between the United States of
America (hereinafter called the “Lessor”), by the Bureau of Ocean Energy Management (BOEM), its

authorized officer, and

(hereinafter called the “Lessee™). In consideration of any cash payment heretofore made by the Lessee to the Lessor and in consideration of the
promises, terms, conditions, and covenants contained herein, including the Stipulation(s) numbered
attached hereto, the Lessee and Lessor agree as follows:

Sec. 1. Statutes and Regulations. This lease is issued pursuant to the Outer Continental Shelf Lands Act of August 7, 1953; 43 U.S.C. 1331 et seq.,
as amended, (hereinafter called “the Act”). This lease is subject to the Act, regulations promulgated pursuant thereto, and other statutes and
regulations in existence upon the Effective Date of the lease, and those statutes enacted (including amendments to the Act or other statutes) and
regulations promulgated thereafter, except to the extent they explicitly conflict with an express provision of this lease. It is expressly understood that
amendments to existing statutes and regulations, including but not limited to the Act, as well as the enactment of new statutes and promulgation of
new regulations, which do not explicitly conflict with an express provision of this lease may be made and that the Lessee bears the risk that such may
increase or decrease the Lessee’s obligations under the lease.

In accordance with the regulations at 2 CFR, parts 180 and 1400, the Lessee must comply with the U.S. Department of the Interior's debarment and
suspension (nonprocurement) requirements and must communicate this requirement to comply with these regulations to all persons with whom the
Lessee does business as it relates to this lease by including this term as a condition when entering into contracts and transactions with others.

Sec. 2. Rights of Lessee. The Lessor hereby grants and leases to the Lessee the exclusive right and privilege to drill for, develop, and produce oil and

gas resources, except helium gas, in the submerged lands of the Outer Continental Shelf containing approximately acres or
hectares (hereinafter referred to as the “leased area”), described as follows:

BOEM Form BOEM-2005 (February 2017) Page 1
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These rights include:

(a) the nonexclusive right to conduct within the leased area geological
and geophysical explorations in accordance with applicable regulations;
(b) the nonexclusive right to drill water wells within the leased area,
unless the water is part of geopressured-geothermal and associated
resources, and to use the water produced therefrom for operations
pursuant to the Act free of cost, on the condition that the drilling is
conducted in accordance with procedures approved by the Secretary of
the Interior or the Secretary’s delegate (hereinafter called the
“Secretary”); and

(c) the right to construct or erect and to maintain within the leased area
artificial islands, installations, and other devices permanently or
temporarily attached to the seabed and other works and structures
necessary to the full enjoyment of the lease, subject to compliance with
applicable laws and regulations.

Sec. 3. Term. This lease shall continue from the Effective Date of the
lease for the Primary Term and so long thereafter as oil or gas is
produced from the leased area in paying quantities, or drilling or well
reworking operations, as approved by the Lessor, are conducted
thereon, or as otherwise provided by regulation.

Sec. 4. Rentals. The Lessee shall pay the Lessor on or before the first
day of each lease year before the discovery of oil or gas on the lease,
then on or before the last day of each full lease year in which royalties on
production are not due, a rental as shown on the face hereof.

Sec. 5. Minimum Rovyalty. The Lessee shall pay the Lessor on or
before the last day of each lease year beginning with the year in which
royalty-bearing production commences, and notwithstanding any royalty
suspension that may apply, a minimum royalty as shown on the face
hereof, with credit applied for actual royalty paid during the lease year.
If actual royalty paid exceeds the minimum royalty requirement, then no
minimum royalty payment is due.

Sec. 6. Royalty on Production.

(a) The Lessee shall pay a royalty as shown on the face hereof in amount
or value of production saved, removed, or sold from the leased area. Gas
(except helium) and oil of all kinds are subject to royalty. All helium
produced shall remain the property of the United States. The Lessee is
liable for royalty payments on oil or gas lost or wasted from a lease site
when such loss or waste is due to negligence on the part of the operator
of the lease, or due to the failure to comply with any rule or regulation,
order, or citation issued under the Federal Oil and Gas Royalty
Management Act of 1982 or the Act. The Lessor shall determine
whether production royalty shall be paid in amount or value.

(b) The value of production for purposes of computing royalty shall be
the reasonable value of the production as determined by the Lessor. The
value upon which royalty will be paid is established under 30 CFR
Chapter XI1I or applicable successor regulations.

(c) When paid in value, royalties on production shall be due and payable
monthly on the last day of the month next following the month in which
the production is obtained, unless the Lessor designates a later time.
When paid in amount, such royalties shall be delivered at pipeline
connections or in tanks provided by the Lessee. Such deliveries shall be
made at reasonable times and intervals and, at the Lessor’s option, shall
be effected either (i) on or immediately adjacent to the leased area,
without cost to the Lessor, or (ii) at a more convenient point closer to
shore or on shore, in which event the Lessee shall be entitled to
reimbursement for the reasonable cost of transporting the royalty
production to such delivery point.
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Sec. 7. Payments. The Lessee shall make all payments (rentals,
royalties and any other payments required by this lease) to the Lessor by
electronic transfer of funds unless otherwise provided by regulations or
by direction of the Lessor. Rentals, royalties, and any other payments
required by this lease shall be made payable to the Office of Natural
Resources Revenue and tendered to the Lessor. Determinations made by
the Lessor as to the amount of payment due shall be presumed to be
correct and payable as due.

Sec. 8. Bonds. The Lessee shall at all times maintain the bond(s)
required by regulation prior to the issuance of the lease. The Lessee shall
furnish such additional security as may be required by the Lessor if, after
operations have begun, the Lessor determines additional security is
necessary to ensure compliance with Lessee’s obligations under this lease
and the regulations.

Sec. 9. Plans. The Lessee shall conduct all operations on the lease or
unit in accordance with an approved exploration plan (EP), development
and production plan (DPP) or development operations coordination
document (DOCD), approval conditions, and any other applicable
requirements provided by law or regulation. The Lessee may depart
from an approved plan only as provided by applicable regulations.

Sec. 10. Diligence and Prevention of Waste.

(a) The Lessee must exercise diligence in the development of the leased
area and in the production of wells located thereon and must prevent
unnecessary damage to, loss of, or waste of leased resources.

(b) The Lessee shall comply with all applicable laws, regulations and
orders related to diligence, sound conservation practices and prevention
of waste. EPs, DPPs and DOCDs, are to conform to sound conservation
practices to preserve, protect, and develop minerals resources and
maximize the ultimate recovery of hydrocarbons from the leased area.

Sec. 11. Directional Drilling. A directional well drilled under the
leased area from a surface location on nearby land not covered by this
lease shall be deemed to have the same effect for all purposes of the lease
asawell drilled from a surface location on the leased area. Drilling shall
be considered to have been commenced on the leased area when drilling
is commenced on the nearby land for the purpose of directionally drilling
under the leased area, and production of oil or gas from the leased area
through any directional well surfaced on nearby land or drilling or
reworking of any such directional well shall be considered production or
drilling or reworking operations on the leased area for all purposes of the
lease. Nothing contained in this Section shall be construed as granting to
the Lessee any interest, license, easement, or other right in any nearby
land.

Sec. 12. Safety and Inspection Requirements. The Lessee shall:

(a) maintain all places of employment within the leased area in
compliance with occupational safety and health standards and, in
addition, free from recognized hazards to employees of the Lessee or of
any contractor or subcontractor operating within the lease area;

(b) maintain all operations within the leased area in compliance with
regulations or orders intended to protect persons, property and the
environment on the Outer Continental Shelf; and

(c) allow prompt access, at the site of any operation subject to safety
regulations, to any authorized Federal inspector and provide any
documents and records that are pertinent to occupational or public health,
safety, or environmental protection as may be requested.
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Sec. 13. Suspension or Cancellation.

(a) The Lessor may suspend or cancel this lease pursuant to section 5 of
the Act, and compensation shall be paid when provided by the Act.

(b) The Lessor may, upon recommendation of the Secretary of Defense,
during a state of war or national emergency declared by Congress or the
President of the United States, suspend operations under the lease, as
provided in section 12(c) of the Act, and just compensation shall be paid
to the Lessee for such suspension.

Sec. 14. Indemnification. The Lessee shall indemnify the Lessor for,
and hold it harmless from, any claim, including claims for loss or
damage to property or injury to persons caused by or resulting from any
operation on the leased area conducted by or on behalf of the Lessee.
However, the Lessee shall not be responsible to the Lessor under this
section for any loss, damage, or injury caused by or resulting from:

(@) negligence of the Lessor other than the commission or omission of a
discretionary function or duty on the part of a Federal Agency whether
or not the discretion involved is abused; or

(b) the Lessee's compliance with an order or directive of the Lessor
against which an administrative appeal by the Lessee is filed before the
cause of action for the claim arises and is pursued diligently thereafter.

Sec. 15. Disposition of Production.

(a) As provided in section 27(a)(2) of the Act, the Lessor shall have the
right to purchase not more than 16 2/3 percent by volume of the oil and
gas produced pursuant to the lease at the regulated price or, if no
regulated price applies, at the fair market value at the wellhead of the oil
and gas saved, removed, or sold, except that any oil or gas obtained by
the Lessor as royalty or net profit share shall be credited against the
amount that may be purchased under this subsection.

(b) Pursuant to section 27(b) and (c) of the Act, the Lessor may offer
and sell certain oil and gas obtained or purchased pursuant to a lease.
As provided in section 27(d) of the Act, the Lessee shall take any
Federal oil or gas for which no acceptable bids are received, as
determined by the Lessor, and which is not transferred to a Federal
Agency pursuant to section 27(a)(3) of the Act, and shall pay to the
Lessor a cash amount equal to the regulated price or, if no regulated
price applies, the fair market value of the oil or gas so obtained.

(c) As provided in section 8(b)(7) of the Act, the Lessee shall offer 20
percent of the crude oil, condensate, and natural gas liquids produced on
the lease, at the market value and point of delivery as provided by
regulations applicable to Federal royalty oil, to small or independent
refiners as defined in the Emergency Petroleum Allocation Act of 1973.
(d) In time of war or when the President of the United States shall so
prescribe, the Lessor shall have the right of first refusal to purchase at
the market price all or any portion of the oil or gas produced from the
leased area, as provided in section 12(b) of the Act.

Sec. 16. Unitization, Pooling, and Drilling Agreements. Within such
time as the Lessor may prescribe, the Lessee shall subscribe to and
operate under a unit, pooling, or drilling agreement embracing all or part
of the lands subject to this lease as the Lessor may determine to be
appropriate or necessary. Where any provision of a unit, pooling, or
drilling agreement, approved by the Lessor, is inconsistent with a
provision of this lease, the provision of the agreement shall govern.

Sec. 17. Equal Opportunity Clause. During the performance of this
lease, the Lessee shall fully comply with paragraphs (1) through (7) of
section 202 of Executive Order 11246, as amended (reprinted in 41 CFR
60-1.4(a)), and the implementing regulations, which are for the purpose
of preventing employment discrimination against persons on the basis of
race, color, religion, sex, or national origin. Paragraphs (1) through (7)
of section 202 of Executive Order 11246, as amended, are incorporated
in this lease by reference.
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Sec. 18. Certification of Nonsegregated Facilities. By entering into
this lease, the Lessee certifies, as specified in 41 CFR 60-1.8, that it
does not and will not maintain or provide for its employees any
segregated facilities at any of its establishments and that it does not and
will not permit its employees to perform their services at any location
under its control where segregated facilities are maintained. As used in
this certification, the term "facilities" means, but is not limited to, any
waiting rooms, work areas, restrooms and washrooms, restaurants and
other eating areas, timeclocks, locker rooms and other storage or
dressing areas, parking lots, drinking fountains, recreation or
entertainment areas, transportation, and housing facilities provided for
employees. Segregated facilities include those that are segregated by
explicit directive or those that are in fact segregated on the basis of race,
color, religion, sex, or national origin, because of habit, local custom, or
otherwise; provided, that separate or single-user restrooms and
necessary dressing or sleeping areas shall be provided to assure privacy
as appropriate. The Lessee further agrees that it will obtain identical
certifications from proposed contractors and subcontractors prior to
awarding contracts or subcontracts unless they are exempt under 41
CFR 60-1.5.

Sec. 19. Reservations to Lessor. All rights in the leased area not
expressly granted to the Lessee by the Act, the regulations, or this lease
are hereby reserved to the Lessor. Without limiting the generality of the
foregoing, reserved rights included:

(a) the right to authorize geological and geophysical exploration in the
leased area that does not unreasonably interfere with or endanger actual
operations under the lease, and the right to grant such easements or
rights-of-way upon, through, or in the leased area as may be necessary
or appropriate to the working of other lands or to the treatment and
shipment of products thereof by or under authority of the Lessor;

(b) the right to grant leases for any minerals other than oil and gas, and
to issue leases or grants for renewable energy or alternative uses within
the leased area, except that operations under such leases or grants shall
not unreasonably interfere with or endanger operations under this lease;
and

(c) the right, as provided in section 12(d) of the Act, to restrict
operations in the leased area or any part thereof, which may be
designated by the Secretary of Defense, with approval of the President,
as being within an area needed for national defense and, so long as such
designation remains in effect, no operations may be conducted on the
surface of the leased area or the part thereof included within the
designation except with the concurrence of the Secretary of Defense. If
operations or production under this lease within any designated area are
suspended pursuant to this paragraph, any payments of rentals and
royalty prescribed by this lease likewise shall be suspended. During
such period of suspension of operations and production, the term of this
lease shall be extended by adding thereto any such suspension period,
and the Lessor shall be liable to the Lessee for such compensation as is
required to be paid under the Constitution of the United States.

Sec. 20. Assignment of Lease. The Lessee shall file for approval with
the appropriate regional BOEM OCS office any instrument of
assignment or other transfer of any rights or ownership interest in this
lease in accordance with applicable regulations.

Sec. 21. Relinquishment of Lease. The Lessee may relinquish this
lease or any officially designated subdivision thereof by filing with the
appropriate regional BOEM OCS office a written relinquishment, in
triplicate, that shall be effective on the date it is filed. No
relinquishment of this lease or of any portion of the leased area shall
relieve the Lessee of the continuing obligation to pay all accrued rentals,
royalties, and other financial obligations or to plug all wells and remove
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all platforms and other facilities on the area to be relinquished in
accordance with applicable regulations.

Sec. 22. Decommissioning.
(@) When wells, platforms, pipelines or other facilities are no longer

useful for operations, the Lessee shall permanently plug such wells,
remove such platforms and other facilities, decommission such
pipelines, and clear the seafloor of all associated obstructions created by
the lease operations.

(b) The Secretary may determine that a well, platform, pipeline or other
facility is no longer useful and require its immediate decommissioning.
(c) All platforms and other facilities shall be removed within 1 year after
the lease terminates unless the Lessor grants approval to conduct other
activities.

(d) All decommissioning operations shall be conducted in accordance
with applicable laws and regulations and in a manner that is safe, does
not unreasonably interfere with other uses of the OCS, and does not
cause undue or serious harm or damage to the human, marine, or coastal
environment.

Sec. 23. Remedies in Case of Default.

(a) Whenever the Lessee fails to comply with any of the provisions of
the Act, the regulations issued pursuant to the Act, or the terms of this
lease, the lease shall be subject to cancellation in accordance with the
provisions of section 5(c) and (d) of the Act and the Lessor may

(Lessee)

exercise any other remedies that the Lessor may have, including, but not
limited to the penalty provisions of section 24 of the Act. Furthermore,
pursuant to section 8(0) of the Act, the Lessor may cancel the lease if it
is obtained by fraud or misrepresentation.

(b) Nonenforcement by the Lessor of a remedy for any particular
violation of the provisions of the Act, the regulations issued pursuant to
the Act, or the terms of this lease shall not prevent the cancellation of
this lease or the exercise of any other remedies under paragraph (a) of
this section for any other violation or for the same violation occurring at
any other time.

Sec. 24. Unlawful Interest. No member of, or delegate to, Congress,
or Resident Commissioner, after election or appointment, or either
before or after they have qualified and during their continuance in
office, and no officer, agent, or employee of the Department of the
Interior, except as provided in 43 CFR Part 20, shall be admitted to any
share or part in this lease or derive any benefit that may arise therefrom,
except to the extent that such benefit is obtained by the general public as
well. The provisions of Section 3741 of the Revised Statutes, as
amended, 41 U.S.C. 22, and the Act of June 25, 1948, BZStat. 703, as
amended, 18 U.S.C. 431-433, relating to contracts made or entered into,
or accepted by or on behalf of the United States, form a part of this lease
insofar as they may be applicable.

*kk

THE UNITED STATES OF AMERICA, Lessor

(Signature of Authorized Officer)

(Signature of Authorized Officer)

(Name of Signatory)

(Name of Signatory)

(Title) (Title)
(Date) (Date)
(Address of Lessee)

If this lease is executed by a corporation, it must comply with BOEM’s corporate seal requirements at 30 CFR 556.107.
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(Lessee)

(Lessee)

(Signature of Authorized Officer)

(Signature of Authorized Officer)

(Name of Signatory)

(Name of Signatory)

(Title) (Title)
(Date) (Date)
(Address of Lessee) (Address of Lessee)
(Lessee) (Lessee)

(Signature of Authorized Officer)

(Signature of Authorized Officer)

(Name of Signatory)

(Name of Signatory)

(Title) (Title)
(Date) (Date)
(Address of Lessee) (Address of Lessee)

If this lease is executed by a corporation, it must comply with BOEM’s corporate seal requirements at 30 CFR 556.107.
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(Lessee)

(Lessee)

(Signature of Authorized Officer)

(Signature of Authorized Officer)

(Name of Signatory)

(Name of Signatory)

(Title) (Title)
(Date) (Date)
(Address of Lessee) (Address of Lessee)
(Lessee) (Lessee)

(Signature of Authorized Officer)

(Signature of Authorized Officer)

(Name of Signatory)

(Name of Signatory)

(Title) (Title)
(Date) (Date)
(Address of Lessee) (Address of Lessee)

If this lease is executed by a corporation, it must comply with BOEM’s corporate seal requirements at 30 CFR 556.107.
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(Lessee)

(Lessee)

(Signature of Authorized Officer)

(Signature of Authorized Officer)

(Name of Signatory)

(Name of Signatory)

(Title) (Title)
(Date) (Date)
(Address of Lessee) (Address of Lessee)
(Lessee) (Lessee)

(Signature of Authorized Officer)

(Signature of Authorized Officer)

(Name of Signatory)

(Name of Signatory)

(Title) (Title)
(Date) (Date)
(Address of Lessee) (Address of Lessee)

If this lease is executed by a corporation, it must comply with BOEM’s corporate seal requirements at 30 CFR 556.107.
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CONTRACT NO, NOd-4219

*  UNIT PLAN CONTRACT
BETWEEN
NAVY DEPARTMENT AND STANDARD OIL COMPANY OF CALIFCRNIA

RELATING TQ
NAVAL PETROLEUM RESERVE NO, 1 (ELX HILLS)}

JUNE 19, 1944



-

UNIT PLAR CONTRACT

This cootrect mede and entersd {oto thie 19th day of June, 1944, by and betwsen the United
States of America, seting herein by sod through the Secretary of the Kavy, (bereinafier referred
to as “Havy™), snd Standaid Oil Company of Colifornia, & corporstion orgenized and existing
uoder the laws of the State of Delaware, (hereinafter referred 1o as "Gtandard™),

‘3 TITNESSEITH:

Recitals . . . ..
(1} This contract covers snd relates to all of the lands 1lying withis the boundaries of
Kaval Petroleum Reserve Ho. !, locsted iz Kerm County, Californis, (here inatter refearred to as
tha “Raserve™}, comprising 43,815 acres, more or lass, spd indicated by the ares smbraced withia
the hosvy bluck line on the map sttacbed bereto, merked Exhibit "A™ and bereby made a part beress

{2) Stendsrd ocwns lands and igterests in lands Iy.ln; within the boundaries of the Reserve,
as follows: .

(s} It ie tbe owoer in fee simple of the following described lands, e:-prh.lng 8297.1
’ . acres?

All of Secticn Thirteen {13), Township Thirty {30) Scuth, Range
Twenty-Three (23} Zast , M.D.B.B M. X

Hortimest Quarter (vwl} of Secticn Seventeen {17}, Township Thirty
(30) South, Range Twenty-Three {23} Eust, M.D.B.k K,

Northwest Quarter (N3} of Section Nicsteea {19), Townsbip Thirty
(30) South, Range Tronty-Three {23) Zast, M.D.B.E K.

South Half (S3) of Section Thirteen (13), Township Thirty-Gne (31)
South, Rangs Twenty-Three (23) Zast, M.D.B.k i

All of Section Seventsen (17), Township Thirty (30) South, Range
Twenty-Four {24) East, M.D.B.& M. -

All of Sectlicn Nimsteen {19}, Townsbip Thirty {30} Scuth, Range
h.nt,"rm m, u.t. u.D.B. & M.

All of Section Twenty-Cne (21), Tesmship Thirty (30} South, Range
Twenty-Four {24) Eset, M.D.B.& M.

A1l of Section Twenty-Yive (25), Township Thirty (30) Scuth; Renge
Twenty-Four (24) Zast, M.D.B.& W. :

1.1.1 of Secticn Twenty-Seven 'tz-n, Tomnship Thirty (30) South,

. Range Twenty-Four (24) East, M.D.B.Xx M.

All of Sectico Twenty-Nine (29), Township Thirty {30} South, Ringe
Twenty-Four [(24) East, M.D.B.5X M. .

A1l of Section Thirty-One (31), Township Thirty (30) South, Range
Twenty-Four (24) Zast, M.D.B.& K.

411 of Seciicu Thirty-Tbrse (33), Township Thirty (30} South, Range
Twenty-Your (24) Bast, M.InB.& M. .

As2922
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411

of Section Thirty-Five 33), Township Thirty {(30) Sruth,
Rasge Twenty-Four is4) East, W.D.3.& N

of Section nlrtr-Sh. (3¢), Township Thirty (30] South,

Rsnze Twenty-Four (2¢) Zast, M.D.B.& M,
* Horthwest Guarter (Wi} of the Northwest Juarter (Nl) of

Sect ion Twenty-Thres (23), Township Thirty (30) South,
Range Twenty-Pour (24) Tast, M.D.B.K M,

_douth half (8§} of the Northwest Quarter {twl} of Section

Tweoty-Thres (23), Townshlv Thirty (3¢} ~.uth, Range
Twenty-Pour (24" Rest, u.D.B.X K. .

soutbwest Quarter (S#LT of the Northesst Quarter (NEY) of

Sect ion Twenty-Thres {23), Township Thirty {30) South,
Raoge ﬁinty-fﬂl‘ Iﬂﬁi Tant, M.D.B.E W

South half {8f) of Sectiem Twenty-Three (23); Township Thirty

(30) Sovtk, Range Twenty-Four {24) Zast, M.D.B.E M.

Soutlvest Quarter (5wl) of the Southwest Quarter {sui) of Section

All

Twonty-Four (24), Townablp Thirty (30) Scuth, Raage Tweaty-Four .
(24) Eest, M.D.B.& M., (according to the Officlal Flat of the
surrey of the ssid land returned to the Consrsl Lsod Office

by the Surveyor Cenersl), SXCEFTING TIFREFROM, that portica
tbersof conveyed te Elk Hills School District by deed recorded
November 20, 1933 in Rook 411, Fage 312 of officisl Records of
Kern Ceunty,Celifornis, doscribed as follows: Cawmsucing &t g
point o the East lio~ af the Southwest Quartert (S¥}) of the Soutbweet
Guarter (SWi) of said Sectlon Twenty-Pour (24) whish point is
distant three hundred thirty feet (330') North of the Southsast
cornsr of sald Suuthwest Quariar {s#i) of the Scutbwest Quarter '
(swd} of eald Section; running thence North along said Eset
lize & distance of siz bundred siaty feet {660*): thenoe at right
snglas Yeet, s distence of siz bupdrsd sixty feet (680°)} thence

at right angles South, s distance of six huzdred sirty feet {660')1
thence at righkt angles [ast, & distance of siz buadred sixty fest
{680') to the point of beginaing® Also, DCEFTING TRERSTROM,

a1l oil s2d gas ia saild jacds as ressrved ip that certaln United
Stetes of America Lazd Fatent Number 692254 dated ths first

day of July 1919, being Land Office Serial Number Visalls 07329,

thet portion of the Soutbwest Quarter (s¥}) éf the Southeast

Quarter (SEL) of Sectica Twenty-Tour {24}, Township Thirty (30)

South; Rangs Twenty-Four {24) Tast, W.D.B.Kd., (sccording %o the

Officis) map of the survey of waid lard returned to the Gensrsl

land Office by the Surveyor Coneral], lylng.South and West of the
go-cslled "Outlet Canal® ss same existed ¢u Juse 14, 1932, date

of the deed of said lscd from Concaroisl lasd Cospeny, & dorpors-

tion to Xerp Investxent Company, & corporstion, recorded June 14,

1432 ip Book 448, Tege &) of officisl Records of Xarm County,

California; EXCEFTING THEREFYRQM, thet portion thereof lying

within the tcwnsite of Tupman as shown by eap of mid townsite,

recorded September 2, 1923 in Book 3, Fage §4 of Maps in the office

of the County Recorder; ALSQ EXCEPTING & parcel of lasd epe hundred

feat (100') by one’bucdred rifty feet {130'] comprising 6.34 sores moTe

or less, particularly doseribed as beginning &t tha Hortlorest corner of the
Scutbwest Quartar (Si}) of the Scuthasst Quarter (573) of said Sectlcm, and
rusning theace Nortb 899341 Zast along the Horth line of the Scutbress



Guarter (W 1/4) of tbe Soutbeast Quarter (SE 1/4) of vaid Section Tve

Rundred Yorty fest

(240'); thence South 51° 38 Zast cce hundred

fitty feet (150') to the trus poiot of beglaning of said escepted
parcel; thesce South 38° 24* West one hundred feet (100°);
thenoe Scuth 51° 36° Last Cow Hundred Pifty feet (130'); shence

North 38° 24°' Ramt

one bundred feet (100'){ thesce Nortb 81¢

36" West coe bundred fifty feet {150') to the true poist of
beginaing; alse, EXCEPTING THERZFRQU all oi) snd gas is seid

1spds as reserved

1o Patent froo tbe United States of Asprioa

deted June 29, 1923 recorded July 16, 1923 in Book 21, Fege
445 of Patente; AND SUBJECT to right -of-way for pipe lise

granted to Commerc
ocorded Novezber 4,

1al land Coapany, 8 corporstiem, by deed re-
1939 1a book 625, Page 238 of Otfielsl

Records of Kera County, Celifornis.

Souttwest Quarter (S¥ 1/4) of Sectice 7, Tomship Tbirtye

One South (31), Renge Twenty-Four {24} Zast, M.D.B.ML

(b) It is the owner of oil and

The sbove described fee lands,
and gan lesss,

(s}

(e) West Half (¥
r
land Company and

(v}

(o)

31, Towosbip

certaln oll and gas leases
from Xern County land Coapany, 8¢ lossor, to Stapdard, as lessee.

gas leasehold interssts ia the West Exlf (v} of Bection

30 Scuth, Range 23 Rast, M.D.B. ML, comprising 333.8 acres, under two

deted March 10, 1920, and September 16, 1541, respectively,

and Standard'es lessshold interest under the aforsmentioned oll

dsted March 10, 1920, from Kern County land Company, are bereinafter collectively
* referred to as "Standard’s lands.® .

Fary owns the full right,
the Raserve, with the following excepticns and subject to the following cutstanding interests:

titls sod interost in and to all of the remalning lande ia

of Sectiba Thirty-Coe . {31), Towoship Thirty (30} South, Range Tweaty-

}
ive (25? Zast, M.D.B.&., comprising 333.8 acres, owped in fee by Kera County

and Septembar 16, 194l

subjest to two certain oil and ges lsases dated March 10, 1820

« Taspactively, to.Standard, as losses.

Soutbwest Quarter (S¥ 1/4) of Ssctionm Tweaty-Siz (26), Towoship Thirty {30) South,
Range Twenty-Four (24)
Aoorica and subject to & certala oil and gaa leass, numbered Se0. 013585, to
Unlan 011 Cempany, es lsabee. ° . .

South Half (33) of the Ko

Ealf (E3) of the South
Southeast Quarter {sEd
Range Twenty-Four (24
Anerica and subjest to a cortain oil and ges lesse, pubersd Saes. 019327, to B 8L
0il Company, ae lesses. . .

Zast, M.D.B.&M., owned lD fee by the United States of

rthesst Quarter (N'.‘-‘.%) of the Soutyant‘ﬁurtor Isn}), Test

oast Quarter (SZ1), aod Southsast Quarter (SE{} of the
} of Section Twenty-Six (26}, Township Thirty (30) Seuth,
Tost, M.D.B.2L, owned in fee by the United States of

Northwost Quarter (N¥ 1/4) of Sectiom Six (8), Towship Thirty-One (31) Scuth, Range
Twenty-Five (23) Eaat, M.D.B.Ml., owged in fee by the United Statas of America

Rast

and subject to & cert
041 Corporatioa, as 1

ain 01) and gss leass, pumbered Sac. 018318, to Richfield
esson.

Ealf (B3} of the Zast Half {23}, Forthwest Quarter (NW 1/4) of the Northeaet
Quarter (NE 1/4), acd Southwest Guarter (S¥ 1/4) of the Southsant Quarter

{88 1/4)} of Sectica Twenty-Two (22), Townsbip Thirty (30) South, Range Twenty-
Your (24} Zast, M.D.B.Y., owned in foe hy the Uaited States of Azarica and

subjsot to & csrtain
Cozpany, as lessee. °

o1l and gas lesss, numbered Sac. 019283, to Ixeter o1

South Ealf (33) of the Nortbwest Quarter (NY 1/4), and Northwest Quarter (NW 1/4) of
\he Narthwest Guarter (NY 1/4)} of Section Twenty-Siz (26), Towoship Talrty (30)
- South, Range Tweaty-Four (24) East, M.D.B.&d., owned {n fes by the United States
of Aesrica and subject to & certain oil snd gas lesss, sumbered Jas. 018889, to '

Gibson 011 Cozpany, &

8 lesdos.
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North Half (M) of the Northeast Quarter (G 1/4) of the Scutbeast Cuarter (23 L/4

of Seotion Twenty-Six {26), Towmship Thirty (20} Boutd, Range Tweaty-Four m{
Rast, M.D.B.KA, owned in fee by the Uaited States of Aserieca and subjest V0 @
certaln ol! end gas lesss, aumbered Sso. 020998, to ¥. 0. Munzer, as lesses,

Voot Half (¥]) of the Teet Half (v}, snd Northeast Quarter (XE 1/4} of the Northwest
Quarter (MW 1/4) of Sectica Twenty-Two (22), Townehip Thirty (30) South, Range
. Twenty-Tour {2¢) Zast, M.D.B.KL, owoad in fes by the United States of Americs
“ahd subject to a certain oil and gus lease, pumbered Sss. 019264, to Pacifle
Yastern 011 Coxpany, as lesses.

Southwest Quarter (ST 1/4) of Sectien Six (8), Township Thirty-Coe (S1) South, Range
Twenty-Five (25) Zast, M.D.B.ML, owned fn 7ae by the Uaited Sates of Azerfen and
subject to a certain oil sod gae-lesse, pusbered Sas. 019491, to Riehfield 04}
Corporation, as lessse,

Northeast Quarter (ME 1/4) of Section Twenty-3ix (26], Townebip Thirty (30) Boutd,
Range Twenty-Your (24} Esst, W.D.B.ML., cwned 12 fee by the United States of
Amarios and subject té 8 certain ofl and gas lease, aumbsred Sas, 019634, to -
Trassport 011 Company, ss lesses. :

Northeast Quarter (NE 1/4} of the Northwest Guarter (M¥ 1/4) of Sectica Twsoty-Six
(26}, Township Thirty [30) South, Range Tweaty-Four (24) Zast, K.D.B, k2., ommed
in .fee by the United States of America and subject to & certain oll and gas leass,
pupbered Sse. 019450, te Transport 01 Cumpany, 8¢ ledeee,

South Half (33) eof the Scuthwest Quarter (SW 1/4}, and Soutbwest Quarter (&3 1/4) of
the Southosst Quarter (SE 1/4) of Seotion Twenty-Tour (24), Townsbip Thirty {30)
South, Range Twenty-Four (2¢) Zast, W.D.B.8L., the minersl rights to which are
owned by the United States of Azsrica subjeot to & cortain.oil and gas leass,
suzbered Sac. 031888, to Mary C. Fagood, ea lssses. - .

The lands, leases, sad interests in land referred to in this parsgraph (3),. {noduding the
igtaros: new owned by Xarn County land Coxpasy in the sbove devoribed 330.8-acre tract wnder the
aforemnoticoed o1l end gas lease, dated March 10, 1920, to Standard, and any interests in landy
in the Reserve scquired by Navy, are herelusfter collootively reforred to as "Hary's lands,®

{4) Standasd 1a prasently opsratiog the lands of Navy sad Stendard in the Resetve under en
agresment, dated Ssptocber 8, 13, between: Fary and Standard entitled "Rasciseicn and Temporery
Operating Agreezent,” es vztended by sgresments redpect frely dated Dacomber 8, 1943, Vareh 7, 1644,
and June B, 1644, which rescizded an earlier agreecmat, dated Nevoobar 20, 1942, between Kavy and
Standard reloting to the Roserve. .

(8) Certain of to leads of Navy end Stendard, respectively, have beretofore beea developed
in varying degroes, Fatrolsua sagineers snd geologists represestics Nary and Stendard, respectively,
dave preparsd s eagizoericg Teport, dated September 28, 1942, pertaising to tbs sudbsurface’
coodftic=s unlerlying a portica of the lacds {a tbe Rosarve. Such repors i{s entitled "Revised
Taticate of Cozooreially sredustive Acrs Paet of Formevics Proved Zesos Ik Hillo by United States
Nary and Gtacfasd 0fl Cozpauy of Califernia Ropresentativos,” (horeisafter referrad to as the
"Eagineering Report®}, azd is incorporated berein by relarencs, '

(8) T:s follcwins scesideraticns bave led Nayy sad Btandsrd to ocuslude that the roet dsairidle
and effeotivo coapy of posteating the 233erve and of aasuring ths mxizm ultirats reoovery of eoil,
gas, patursl gasolins azd ssscsisted hydrcoarbons froz the Zeserve is to davelop axd cperats all
lazds iz tha Fsserve ag a usit!

(a) The Raserve is s Fart of & sivgle geologSo structure; end the prastice of offsed 4rilling
bas not Provod to be en effiotive —ecns of assuriag to Fary its propor chare of eil
proedused frem the Reserve and éoas pot oosserve Navy's oil in the ground,

{(b) The lzdependant developrent and cpsratica of privately-ownsd icads in tho Raserve, frem
whieh o4l =ay b fresly predused withous scatrol or reatraint dy Navy, would oomstitute’
& grave throat t0 ths sequrity of the Reserve add wvould izoeir Kavy's power %0 smasrve
eil in tks ground, BT - . o

-
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(a) Novy descs ft tosdvisatle to shut in the wells ca Nary's lsods forthwith in viev of
possibl: Permament damage 10 -the wells or to the petional interest is the ultimate.
sccnorizel produsnion of ofl therefrom, and 1o view of the probable drainsge of
oil from Mavy's lands io the event lands not controlled by Navy sre developed and
operated withcut slamultenacus protective develcpment sad operaticn of Navy's lends.

{d) The unit plan of development and operatica &e st out herein willt

°g (1)  Afford Nevy s swass of acquiring complete coatrol over the davelopwent of
. the entire Ressrve sad the production of oil therefrom 1o order that
Navy may protect the Ressrve and conserve {a the gfound ¢1l of Navy's share
of the o011 in the Reserve as well as ¢ subetantial portion of Standard’s
shara of oil 1z the Reserve. .
) {14]) Hake avalladle to Standard s limited quantity of oil froa ose of ite most
importsnt sources at » time wheo it s peeded by Standerd to meet its war
requirements for refined petro.eun products in the West Coast arva.

{1i1) Place the Reserve in & cooditien of readlness whereby it will be able

promptly to produce oil in substactial quantitias whenover the strategie
situstion of the United States io the future may so require.

. {i¥) Rasult in the -aventusl receipt by Ravy and Standard, respectively, frm
the verious commercially productive zomes underlying the Reserve of the
quantities of recoversbls oil, gas, patursl gesoline and associated
hydrocarbons underlying their rsepect ivs lands ss of Novembar 20, 1942.

{v) Provide for the economical asd efficient developmont and operaticn of the
Reservs, :

(vi) Result io securing the mexiwum ultimste recovery of oil, ges, natursl
gesoline and associsted hydrocarbons from the Reserve. *

(7) Thbs authority for the Secretary of the Navy to epter into this cocatract for the
development and operatics of the Reserve as & unit §s to be fsund in an Act of Congress
spproved June 4, 1920, relatiog to the conservation, care, custody, protaction and operstion of
the Naval petroleun and oil shale ressrves {41 Stat. 813}, as amended By an Aet of Congress
approved Juso 30, 1W8 (22 Stat. 12%2), s3d as further amended Dy an Act of Congress approved
Jucs 17, 1544 (Pudlic Law No. 343, 78th-Congress, 2d Session).

(8} It is expressly recognized by Navy and Standard that this contraot does ot and ¢amnct,
{n snd of itself, suthorize the preduction of any of Navy's shares of the ail, gas, patursl
gasoline wod associated hydrocssboas In the Reserve, as distinct frcm that portica of Stendard's
shars hersinafter per=itted to be produced azd received by Stardard under tbs terms of paragraphs
(2) sad_{f} of Secticn 3. The producticn of the remaindar of Stendard's share and of sll of °
Wavy's sbere must, except for thé purposs of protecting, ccoserving, maiotsiniog, or testlng the
Reserve, be praceded by and dased upcn an sutherizatioca by joint resolution of the Congrees as
provided 18 the Act of June 4, 1920, ss amesded; and refersoces bereinaftar to an sutdorizztica
or election by Navy to order tbe production of any of such oil are intedded to be limited to
aotion by the Navy withiz the terms of suy such joint resolutica. The production of that portiocs
of Stasdard's shyre Esreinafter perzitted to be preduced and charged to its account under
paragrapbs (d) asd {f) of Section 3, {scluding the oil so produced and charged from Noveaber 20,
1942 to the date of this contract, le suthorized under the provision of the Aet of Juoe 4, 1920,
as ‘anended, directing the use and opsraticn of tke Reserve for 4ts protacticm, coaservation,
paintensoce and testing; snd tha preduction and receipt of such portion by Standard is 'intended .
to, and dcas in fact, represeot s cood tderation meving to Standard under the contrsot for "its
sagrsement hareisafter to ralinquish to Navy the control over tbe time and rate -of productiom
from ite lands. (See BE. R. Report No. 1329, 78th Corgress, 24 Sesslon.)

. NN, THERZFORE, Navy and Stlﬂdl-l'd| in comeiderstics of the premisss and of the mutusl
undertakings herein contained, do beredy agree as followe:

Beotion 1. Development and Operatson of the Resarve ag s Umit,

{a} Yavy's lasds asd Standard’e lacds shall te doveloped and opersted as ¢ unit for tae
protection of the Reserve asd, to the extent berein provided or hereafter suthorized by



Mavy, for the pmlucuon-ot oll.. goe, natural gesoline and asssocistel hydrocarbons therefrom, '
All operstions oo the Ressrve shall be in accordance with the provisicss of this snntraet,

»] The ownership interests of Navy and Standerd, respectively, ia \be fende withia the Reserve
shsll mot, es betwsen thenselves, be regerded as changed or sltered baredy ia any manner,
excapt to the extent that they ere to be developed and oprrated e 8 ualt for the purposes

of this contract. The rights and obligstions of Standard under the laass, doted Wareh 10,
1920, from Kern County Laad Corpany, referred to ia sub-peragrapb {b) of persgraph (2} of
'1.hn Recitala, shall, subject to the scquisition by Nevy of the Interest of Kermn County land

A

Conpany subject to such lssss, be governed by this contract,

{e] The duly suthorized representetives of ilavy and Standard, rospectively, shall have the right
to go upon the larce of the other, fraely and without 1isbjlity for trespass, for the purpose
of osrrying on the functions conteapiated ty this coatract.

L]
(dY Any snd all walls, equipaent and fucilltien (including gethoring Yines and etoek tanka),
owned or heresfter scquired by either Navy or Standard and located oo the lande of Navy end
standerd ia the Reserve 08 November 2V, 1942, shall be held for use, and may be used, by
Kavy or by sny opsrstar selected ty Navy in the develcpasat e84 operation of the Reserve
hereunder without cherge for such use or for depreciezion occasioned by such use, Any and
all wella drilled on such Jands efter loresber 20, 1942, and eny and sll evuipment and
facilities scquired pursusni <o thiy coutrsct after Foveater 20, 1942, shail b4 eimilerly
svailable for use by Navy of sy operator sslected by Navy in the developeeat and eperstion
of the Reserva dersunder. The foregoing undertakings by Nevy sad Standard with respect to
equipment 2od facilities sbell not, however, be deened to extezd to (1) autosntien, drillicg
or otber eqiipment placed on the Reserve for merely temporary use of (i1} trunk pipe linas,
includiag any trasnches therec? and any pump staticas and telepbozs or telegraph soles a2l
lines used in eoanectien therewi th. )

Section 2. Reiolive Participations 1in Production,

{s) The following tems and refersnces sre defined and identified os follows:
(1) "Acre-foot”

One sere, one foot thick, of oil and/or ges besring formstions which, lo tha orinion
of the Pngineering Committce, are capable of being produced in paying quantitius.

{2) "Cammercially productive zopes™ ’ .

Geclaglc strata beneath the surface of the sarth which, in the opinica of the

Pngineering Coxnittes, contain oll and/or ges tesring formations capable of producing
oil or gse in paying quantitles. .

(s) "En;lnuﬂu Committee”

A coemlttee which shall coneist of slx asxsbers, two of whom shall be the members of the
Cpersting Coomittee herairafter dascrited. Thn othar four mezbers skall be petrolenm
epglneare or gealogiste, two of whoa shall be sppointed by and shall reprecent Navy,
and two of wtom shall be appointed by sod shall repressnt Standard} sach nember s0 *

" appolnted shall have had at least ten {10] years' oxperience as l|p-lrol.m gecloglint
or petrolemuz= engizeer, or 12 a graduste geologist or suginesr, st lesst five (5) years'
such expericnoce. Navy and Standard shall appoint thelr respective represeatatives on

—— tha Fogineering Comuittes within thirty (30} days after the date of this contrsct, and
shell each have the right st any tize and from time to time to remdove any one OF BATY
of its representatives on such Comsittes acd to sppoint e new repressatative or
ropresentetives.in eubstitution thersfor. - -

{4) “Estizsted Limiting Line of Commercial Productivity” o L.

Surfsce boundary line or lines, fized hereotorare by the h{in.urinc Report or herss l
by the Engivesriag Coomlittes, wbich mark out the geographical nrfni:e.:rou uz:rhf:“
by the various comercislly productive zones. . .



T

)

(o)

{4}

(o} .

(1)

Ravy sd Starderd shall, subject to the further provisions of this coutreat, share i3 the
oil, ¢33, neturel gasoline and asnneisted hydrocartons produced from esch gcmercially
productive sone underlying the Rescrve upon the tasia of tha parcentsges repressnting the
retio betweea (1) the estimated scre-fest (heretofors determined ia the manner provided in
the Ingineering Report of herssfter detemired by the Zagineering Comittes spplying

welghtiog factors is

accordance with sound oil field engineering prificiples) of oil and/or

ge baaricg formations within the Estimsted Limitiog Line of Commercial Produstivity for
each such comuarcislly productive zone underlying the respective lends of Navy and Rtandard
a8 of Jorembar 20, 1942, and {2) the total of such estimsted acre-feet withis the Estimsted

Limiting Liae of Commercisl Productivity for such zone ss of Novembar 20, 1M2.

These

percentages 8r¢ {nitially estebliched for each known commercislly productive sose ia

paragrash (4] of this Section 2.

and wben 80 ravised

Such percentgges may be revised a3 bersinsfter provided
shsll be retroactive %o November 20, 1942. .

The m -mrelnly pructive sones 1dentified by tbe pngineeriag Report are as follows:

Dry Gas Zonet

ghallor 0il Zone:
gtevens Zone}
The percentage part

comercially produc
Engioeering Report,

As any gthu_- prospe

All dry gas besricg formations above the top of tbe Lower 3cales
marker bed,

All oil end ges bearing fomat.lunl of Fliccens Age sbove the Reef
Ridge Shale. .

All oll snd gas desring formstions of Upper Miocens Age within the
stratigrephic interval bestwsen the top of the Resf Ridge Sbale and
the top of Valwulineris Californica or sssocisted fsunas of Middle
Mioccene AgS.

feipations of Navy and Standsrd in the production froa ths kmown
tive zonea underlying the lands in tbe Reserve are, s st out ia the

inttiadly sstablished as follows:

Dry Cas Zcoe

Kavy 77,0492 %
Standard 22.9508 %
. Shallow 011 Zone :
Xavy . 63,9301 %
Standard 36,0899 %
Stevens Zone
'Huy. . €5.4517 %
Standard . 34.5483 %

ctive z03e 19 proved by denl&pﬂent to bs comssreially productive, an

Zatimated Limiting Line of Commercial Productivity for such zons sball be estsblisbed by
the Engineering Committes snd determination made of (1} the' eatimsted acre-feet of oll
and/or gas basring formations ia such iome underlying the respective lands of Navy and
Standard, aad (2) the total of such estimated acre-feet within the Eotimated Limiting Line
of Cocmercisl Productivity for such zone. -The 1nitial percentages of psrticipation im
production from such one shall then be datermined ia accordance with tbe formula described

a paragrsph (b) of this Section 2.

Such determination sball de mede by the Engineering

Joamittee after examinstion of all available dats, provided the mexbers of wuch Committes

agree ungnimously thereozn.

Such determipation shall be set forth in a writtan report to be

furnished Navy and Standard sad shall te binding upon Navy and Standard. If the Engineering

Comittes L8 unable to sgree unsaimously upen such determinationm, the Secretary of the Navy
shall make such deterzination, as bereinaftar provided in Seotion 9.

The initial or eny

subsequently established parcentage perticipationa in the production from
soy commoreially productive zone underlying 1

froa time to time in the manner bareizafter set forth.

ands in ths Reserve shall be subject to revisioa
Whecover Navy or Standard is of the

opinion thet eon.!dontion abould be given to the.revision of suth percentagee, it shall
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sotify the other thereof ia eriting. The Enginsering Comaittes shall prouptly exmmine and )
soviex all svaileble dots, ond 1f the Committes [inde ibat any ede or more of the follewing
exishi

(1) The presencs, &8 of November 20, 1942, of commercially produetive il and/er gee
besring formations extendlog bayond the Eatimated Liniting Line of-Commerelal
Productivity for say sone|

v (2} The sbsence oF exheustion, as of Noveaber 20, 1942, of coxuaroisily produstive ofl
0  snd/or ges beering formatioss within the RBetimsted Limiting Line of Comercial
Productivity for sny sonsi

{3) A varietion, &0 af Fovunber 20, 1942, froa the scre-feet of commereislly produetive
oil and/or gss bdesring tormations previouely estimated to be conteloed within the
gatimetad Limiting Line of Comsarcisl Productivity for may 3coei

(4} A variation, ae of Novasber 20, 1942, from tha pcra-fest of cocrmareially productive
oil and/or gas bearing formstions previously estimsted to underlie the respactive
laads of Navy aad Standard; or ST

(5} Aoy cemdition, fact or eircumstance which will ald '8 @ more.accurste determinstion of
such percentagos o3 of lcvember 20, 19421 .
. \

* ssld Comnistes shall thersupon determine, in sccordmsce with the formula descrited In
paragraph (b) of thia Secticn 2, the revision, if’sny, tc he made. Aay revis‘os unanimously
sgreed upon by the members of the Inglncering Committee shall be et forth and explaloed in
s written report to be furnished Ravy and Ssandord, and such revision shall %e Sioding upon
both Nary sod Standard. If the Engineoring Cotrittee is unable t0 sgres unasizsualy upoa
any such proposed revision, the Secretary of the Nevy, o8 hereicafter provided 1o Sectiea 9,
shsll deterwins what revision, if any, shall be sada, "

{g} Revisions of percentsge participations uriler this Sectice £ shall be retroactive te

.November 20, 1942, end all necessary sdjustments shall be made in future sllocatioms of
production betweea Navy aod Standard in order to give effect to such revisions of
parcentage participatioas.

Section 3. Control by Yevy of Exploration, Prospectiag, Develodment, snd Operation of the
Fegerve.

fa) Fevy shall, subject to the provisicas hereof, have the exclusive soatrul over the*

uplontlm,prospoetlng, development, end operation of the Resarve, aad Ravy moy, 1a its
discretion, sxplore, prospect, develep, and/or operite the Reverve directly with its o
persoonel or it may eontract for all or say part of such explerazion, prospecting,
development and/or oparation mith ccrpetsnt and rTesponsiblo parties. Such contructs may be
awarded by Nary eitler upea the basis of competitiva bids or by dires. gegotiation, in its
sole discretion, subject to applicadle law, but Nevy skall elways use its best efforts to

. gecure es sconomical an cperation es is conaistent with scund oil fleld englacering
practices. I any gueh contract is swsrded to Standard at eny time, it shall previde for
the porformance of ths wosk thereunder st the sotual gost thareaf to Standard. BSubjest %0
she other provisions Rersof, Hawy and Standard cball eagh be cbligstad to bear i%s
respective share of sll costs and sxpenues incurred or eantracted feo by Karvy io the
exploration, prospecting, developeent and.oparation of the Reserve &3 & unit wader this
contract. . . .

(b} All exploraties, prospeating, devalopment, sad producing opersticze om the Reserves sball be
esrrisd on under the supervision and dirmetion of &z Oparutinog Ccomittos comsisticg of two
petroleua angineers, ode of whom shall be appointed by snd rball ropressat Navy sad the
other shall be sppointed by and sball rspresent Standard, Zach sppointos shall bave bad
st iassst ten {10) yesrs' experiencse as & potroleun engineer, or if s graduats enginear, at
leeat five [8) years' such eyperisacs, Kary acd Standerd shall esch bave the right at any
vime snd from time to time to remove its representative on such Cecmittes asd to eppoint &
pow represeatstive in substitwution therefor. Subject t¢ the other provisions hereof, the
Opersting Committes ahall perfors the following functions:

-8=



{1} Detersina “he gusber of walls to Ve drilled on tha Resdrve necessary to seeurs s to-
ssintain productiva under this contraot, and thh location end depth of each wll,

(g) Detemmise the rate st which esch well sbould be produced in neeo;duec -l.gh sound 0!}
field englasering praciices.

(3) Inspect and supervise sll exploration, prospecting, development and producing operulom.

on the Resarve,

(4¢) Require the use of scund oil fiol;l sagineering practices designed u; schieve the
aszimum economle recovery of o1l froa the Resarve.

(8} Act with respect to such other satters as &4y be elsswhers harein provided or ss may
hereafter he referred to the Comaittes from tima teo time by both Havy snd Stendsrd.

Section 4. Control by Navy bf Rate of Expleratson, prospecting, Development, end Production.

(s} Except as otharwise limited or provided iz this contreat, and subjeat slways to the

1imitations descrided above {n paragraph (8) of the Recitels, Navy shall heve full end

~abeolute power to determine from time to tims the vate of prospecting end devslopoent on,

gnd the quaatity and rate of productien trom, the Reserve, and may from time to time shut in
welle on ths Reserve 1f 1t so desizes. .

() Totidl Standard shall have received from its share of production from the Shallow 0i1 Zone tbe

e

quantity of oll 1t is pormitvted to receive under the proviaions of parsgraph {4} of Section
s, the Reserve shall be developed snd cperated iz such manner and to such sxtent ss will, oo
far as practicadle, pamit production from the sShallow 01l Zona te be naintained st & rate
sufficient to produce therefrua pot less thaz 13,000 barrels of oil per day, aversged over
esch quarterly pericd, of such lesser amount es say be fized by the Secrstary of the Navy
under the terms of paragrsph (4) of Section & Navy may, howaver, &t any time and st its
olection, lacrease such rate of production. After Standard shall have received ibe quastity
of production permitted to be received by it under the provisions of parsgragh (4) of
Section 8, production froa the Shallow 011 Zaae ehall be naintained st & TEte RO greater
then that requigsd to insure the delivery to Standard of the quantity of oll which Standerd
is permitted, under the provisions of ynn;ﬂph (£) of Section S, to Focelve fron the
Resorve, unless Navy determines to jnerease such rste of productioca.

The drilling of ‘wells hercafter for exploratory purposes shall bs governsd by the following
provisions of this paragraghs . :

{1) EKither Navy or Standard may st suy tizme advise the Enginesring Committes of its desire
to bave an exploratery well drilled at & given location for the purpose of securing
sdditional dats for possidle ravision of the perceatsge participations of Navy and
gtandard (then obtaining under Section 2) in the production from aoy established
ecommarcially productive zone or zoundés in the Reserve. I1f ths Ingindering Comittes
usanizously detemines that such well should be drillad for such purposs, thea such well
ahglf be drilled and the cost of drilling and equipping such well sball be borue by
Tavy and Standerd ia proportion to their percentags perticipations [then obtaining under
Seaticn 2) applicsble to the zove to which such well is drilled, In tha event of tw
failura of the Enginsering Ce=uitties to reach such s unanimous determination, the satter
shall be referred to the Secretary of the Nary for determination ia the manner Berein-
after provided in psragraph (b} of Sectiom 9. If the Secretary determines that such
well skall bde drilled for such purpose, the cost of drilling and.equipping such well

shell be borns by Nevy and Standard in propertios to thelr perceatsge

: arti
{then ohtaining under Section 2) appliceble to tha zone to which such :on ::p:::ﬁm.g

1f upor such refersnce the Secretary determines thet such wsll ehoul

such purpésse, or if ths Enginesring Cornittes shall in the firet lnl:l::: :;:r&“ for
maks the saze determipation, the party proposing the dritling of such well shall i
notwithstandiag such deterzination, be entitled to bave such well drilled bus ﬁ..

of drilling and equipping such well shall be borne solely by such party. cont

(2) It either Favy or Standard desiros st an ¢
) y tize tc bave an explorate
the purposs of establisbing the sxistence of sny sdditional more?d;;ltrg::i:‘ “or
{n the Reserve, it shall so advise the other party., If Navy and Standard agree ‘;:‘mo

i



such well pball be drilled, fifty percent (50K} of Whe eost of drillisg aad equipping
euch well shall imitially be pald by Nevy snd fifry percent (20617 by Standard, If such
well establishea the existescs of s somereinlly productive sons, o subsequest sdjusye
meot of such imitfal squsl divipioa of cost sball be made between Nery and Standerd oa
the basis of thelr respectivéd percentage persicipations is the produstioa from sush
additionel z00e when such percestages are {aitislly determined purswist %o peragraph (o)
of Section 2.. 1f Nevy and Standard do not agrse upon tus drilling of euch well, thaa
the party desiring to drill such well shell be eatitled to bave such well drilled Juy a8

w, ite pole cost and expenss, -

(31‘ The production takea from aoy explorstory well drillsd pursuant to this paragrspd (c)
sball, lrrespactive of the maoner in which the costs of initially drilliag and equipping

' such well sre borne by Nevy and/er Standard under the foregoisg sub-parsgraphs (1) aad
{2}, be allocated betwscn Navy and Stendard es provided hareinafter o Sectica 8 with
respect to production froa the zooe to which such well e drilled.

Section 5. Allecsticn of Productien,

(a)

(b)

le)

Y

standaré sbell be charged with the quantity of production which 1t ehall have received from
the Shallow 011 Zone underlylng the Meserve (whetber produced from Kavy's lands or Stsadard'e

- 1anda) during the period from November 20, 1942 to the date of thie contract. Such queatity

oball be rotained by Standard acd chargsd against Standerd's interest in ths total produetion
from such zone. Starderd shall, sotwithstandiang eny provision ¢f ths Rescissica end
Tenxporary Cpereting Agresaeat, dated September 8, 1943, as extended, be under no obdligation
te sccoust to Navy for thet portion of such producticn whbich csme from lavy's lands,

dtandard shall seccunt in osdd to Nevy for Navy's share (bssed upon Navy's percentage
participetions then obtsining undar Beotios 2) of sll productios whioh Itandard shall bave
received from the Dry Ges Zone and from the Stevens 2oos during the pericd frem Noveader 20,
1042 to the date of this ocoatrast, snd such total producticn from ssch such sons shall be
oharged sgainst the respective intersste of Navy and Standard i{a ths total preducstica froa
such 2028,

All production from any of the tragts of 1ead reforred to in sub-paragrapds (b) snd (o)

of psragrapk {3) of the Reoitals, but which aze pot mow owned or controlled By Nary (although
ineluded in the oslaulatica of Navy's percentsgs participaticas set forsh in paregraph (¢) of
Seotien 2], duriag tie period froa lovember 20, 1943 to the date upea which Navy shall

soquire ar otterwine gain control of any suoh traet, shsll te charged azainmet Navy'o intarest,
as of Novesber 20, 1962, in the total.produotion frozt the sone oF scnes frea whick euch
produotion oeme.

Standard shell bs parmitted to receive frea production frea the Shallow 01l Zone sfter the
dste of this centraat 18,000 barrals of oil per day, averaced cver sach calendar quarterly
peried, together withk mascolsted Bydsossrtons,- oF suoh lenser quaatity as the Seoretary of
tbs Navy iz bie steolute disoretica {providad that he {e 20t thez causing petrcleus to de
produced pursusat %o s jolat resolutica of Coaugress) may, after not less then $0 days!
writtes Dotios to 9%endsrd, £LT ss the averzge daily quaatity vhich Standerd will thereafter
be permitted to receive under this parsgraph (&),.until sitder

(1) such tine os the Seorstary of the Navy ia his sbeoluts.disoretion (provided thst ke i .
pot then osusing petreleua to be produced pursuaat to & joiat résclutica of Congress)
may, after not less thaa 90 days’ writtes nqotice to Standard, suspend such productics; or

{2) the total quantity of oil recelved by Standerd from producticn frex the Ehallaw 011 Zone

froa acd after Nevezbar 20, 1042 squals £85,000,000 barrals of oil, together with
sescoiated hydrocarbons; or

(3) the ‘total quantity of oi) recsived by Staandard fr= productica frem the Ehallew 011 Zone
from and sfter November 20, 1942 equals cne-third (1/3) of-Standard's share of the
sstizated recovarable oll, determized by the Zaginsering Cocmittes, within the Zatimsted

!l.luulu Lise of Comervial Produetivity for the £allow 011 Zons, as of Fovember 20,
425



whichever of ssid svents shell First oceur. The pericd of time during which Standard ls, !
permitted to rersive productica from the Shajlow O11 Zone under this parsgreph (4) ¢»
berelnafier scnetimes referred to as the "primary pericd.® All oll o0 received by Standard
during the prinsry period eball be charged sgsinst Standsrd's interest in the tota) produc-
tion from the Shallow O Zoma. The fngineering Camittes shell convene witbia thirty {)0)
deyn after the éste Y 4 th’h ecotract for the purpose of dstermining, as”provided im sude
peragrsph (S) of this parsgrapb (¢}, the estimated recoversble oil withia the Estinasted
Limiting Line of Comzercis]l Productivity Jor the Shallow 01l Zome ss of Novenber 20, 1942.

‘e guch determination shall be cotpleted, or notificstion of disagrsenent given ss provided ia

{e)

(f)

$aragreph (b} of Section % not later than »ix (6) months after the date of this contract.
Considerstion sball be given by the Inginesring Cormittes to the revislon of suth deternina-
tion wheasver, in the opinlon of either Navy or Standerd and upol potles in writing to the
other, developoents la the £ield werrant such Te-exsmination.

1¢, during tbe primsry period, Tavy shall elect to require production from the Shallow 01l
2one at & Tats in szoess of the sversge dally quantity which Standsrd Is parmitted to recelve
undsr the provisions of parsgreph (4) of this Section 3, Navy shall take all of such szcess
production until such time as the totsl quantity of produotiocn received by Navy from the
Shallow 0il Zons, togetber with any production charged to Navy's intersst io the produotion
froa such zone under ths provisicas of parsgraph (o} of tbis Section §, shall equal Navy's
shars {(based upon the percentage participations then obtaining under Section 2} of all
production from the Shallow O3l Zone from and after, Novenber 20, 1942, Theresfier, all
preduction from the Shallow 0il Zcne shsll be sllocated to and received by Navy end Stendsrd,
roepoctively, in sccordance with the percentsge participstions thea obtalining undsr Section 2
appliceble to such zone, provided, bowever, that Stendard*s right to recelve production from
the Shallow Ol Zone during the primary period uader parsgraphb {d) of this Sectfon S shall
pot be impasired or lessened excent in the mabnar sad on the conditione provided in such
parsgraph (d). ALl production ricelved by Navy and Standerd, respectivaly, under this-
paragraph {o) shall be charged —gainst their respective interests ia the total production
from the Shallow 011 Zome. . . ]

1f, st any time, Nevy shall slect {see parsgraph {8) of the Recitals! to suspend or to
reduce production from tha Reserve, Standard shall neverthelass, subject to the othar
provisions of this paragraph (£}, be pormitied %0 seceive 8 daily quantity of productian
from tte Reserve, the value of which, averaged over esch quarterly period, shall equal the
sum of {1} Stendard's share of the current expenses of protecting,- conserving, testing, and
meintaining the Reserve in good oil-fleld caaditim, and (2) the real and persomal taxes
levied or aseessed against Standsrd's landa and squipment and/or its righta asd intersste
usdsr thie cootract. In deteminiag the quantity of such productiom, the value of erude oll
and naturel gesoline shall be messured by the sverage posted market price offersd and paid
for crude oil end Datural gseoline of similar gravity, quality and grede io Xern County,
Califorais by the major ofl purchesiog companies, excluding Standerd, st the time such crude
oil apd natursl gaseline are run, {tha price sc used to be in RO event less than Standard's -
posted prics), and the value of 4dry gas shall be measured by the averags price per thousand
cuble feet paid in EKern County, Califorais by gss purchasing companies, or ths bighast price
paid to Stacderd hy sueh compenies for gas produced from the Reserve, whichever js higher at
thé tize such gas s rum. The production to be recelved by Standard under this paragraph (f)
shall bde tskes from such zone oT zcued sk may be determined frim time to time by Navy, and,
all such production sball be charged sgeinst Stendard's ioterest ia the ‘total production froa
the z0ne from which produced. If the total quantity of preducticn received by Standard under
this parsgraph (f) from any ione, together with the quantity theretofors received by Standard
fraz such zone from snd after Novatber 20,1942, shall st any time equal voe-tbird (1/3) of
Standard's share of the estimated recoversble oll, determined Dy the Engineering Committee
within the Estimated Limiting Line of Coxmercisl Productivity for such zone, as of !bvab.:- 20
1942, then Standard sball not be pemitted to recelve any further productionm fram such zone '
under this parsgraph (f). In such event Stendard shall be permitted to reccive production
usder this paragraph {f) from any other zone or zoves {to be determined by Favy), previded
that Stacdard shall not be permitted to receive production under this parsgraph (f) from any
such other zone st any tiZe whon the total quantity of oil received by Standsrd thsrefrom .
since November 20, 1942 shall equsl one-third (1/3) of its share of the'sstimsted recoverable

oil, determined hy the Engineering Camittes, within the Estimsted Limiting Line of
Productivity for such zone, az of November 20, 1942. ¢ ® Cormercisl
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(s)

{h)

uring the r!nrv' eriod, Nevy shall slest to pemmit procustion from any sone sther
!.Iru'u‘tho-:huh: oil zo:o, or if, sfter the exmpirstion of the primsry period, Navy shall®
olect to permit productioa grom the Reserve §n excess of the produstion which Standard may
then be receiving under the provisicas of persgraph (f) of this Seeticn O, thea and ia elther
such event Navy apd Standerd, respectively, sball take snd share in sueh produstios from the
respective sones ss fellowes

standard shall take end receive only one-third {1/3) of what 1ts percestage participations ia
*tlre production from the respective zone would have besn If the quantities of oll reseived by
Neévy snd Standsrd, respectively, from such sone were in balance with the percentage psrsiei-
pstions (than obtaining under Sectlon g) {a the total production from such scae, and Tavy
shall take and receive tbe remainder of the production frea such 20De uatil such time as tuch
allocations have had the effect of dringing the quantities of oll recaived by Mavy and
gtandsrd, respectively, from the respective zones from and sfter Movesber 20, 1948, {iseluding
any produstica charged to Navy's interess ia production frem the respective sones under the
provisions of paragraph (¢} of this Section 8}, iamte balencs with thelr respective parceatege
partieipations {then obtaining undsr Section 2) in the total productica from such respeotive
gones, Thsresfiern, subject slways to the provigions of peragraph (f) of this Sectica 8, all
production from sach sone shall be allocated to and received by Wavy ssd Standsrd, respece
tively, in sccordsace with the percentage participstions thea obasining under Sestion 2
applicsble tp such sone. The quantities of production received by Navy and Standerd, ©
respectively, from the respective zones under this paragraph lg) shall be charged against
their respective interests in the totsl production froa such respective sones.

Nei ther Navy nor Standard shall bs permitied ultimetely to receive, so far as is fesnidle, a
proporticn of the totsl production withdrewn from sny sone in exccss of its parcentage
participstion {n such sone, If, however, at the time when sny 3008 shall becoms exhsusted
or substantislly 80, the quantitiss of production received by Nary and Standard, respectively,
from such sone shall pot, {or any reason, be in belance with their respective percentage
participstions {thea obiainiag under Section 2) ia the total producticn from such zome, than
an adjustsent shall be made in futurs sllocstions of production from other tones in order to
bring such quantities into balance, If, on the terminstion of this contrset under psragraph
(a) of Sectica 11, tbe quantities of productica received by Navy and Standard, respectively,
from sll zoces shell Dot be 1a balance with thelr respective percentage participatiocns {thea
obtaining under Ssction 2) in the total production froa s)}d s0nes, an appropriste cash
sdjustment shall bs made. _ .

" geetioco 8. Costs of Exsloration, Prospecting, Development and Operation,

(a)

{v}

Ultimate Sharing of Costs. The coste of sxploring, prospecting, developing and opersting the
Reserve, incurrsd by Ravy and/or Standaré (including sgy costs which Navy may hereafter incur,
directly or indirectly, by ressc sand in respect of the developzent of "Navy's lands", a#
detined in subparagraphe (a), (b} and {¢) of paragraph (3) of the Recitels, by Favy's
predecessors in titls, after November 20, 1942 and prior to scquisition by Navy) from and
aftar November 20, 1942 and throughout the life of this contracs with reapesct to esch zome
underiying the Reserve, and, in tbs case of the Stevens Ions, cortain sdditicnsl exploratory,
prospecting and development costs jncurred prior to Novenbsr 20, 1942, es showm on Exhibis B
anpeied berato and bersby mede & part bereof, sad which dipclosed the existence of commercial
productica in the Stevens Zame, shall be borue ultimastely by Ravy snd Standard in sccordance
with thelr respective percentags participations under Section 2 of this contract im the total
production from such 2008, except as otberwise provided in paragrsph {c) of Sectiom 4 with
respect to exploratory wells. -The cost to Kavy or Standard of any and all wells, qquipmant
and facilities (including gutherizg lines and stock tasks}, owned or hereafter acquired by
sither Navy or Standard and located oo ths lerds of Navy and Standsrd ia the Reserve .of
Noretber 20, 1942, sbell be boroe by eitber Navy or Standard alcne, s the case may be, and
eball not, with the exception of the Stovens Zoae costs referred to in Exhibit B, be included
within the costs to be borme ultizately by Nevy sod Standard under tbis parsgraph, All taxes
lovied or sssessed againet Standard's lazds and equipment and/or ita rights snd interests
updar this contraet shall bs borne by Standard alone sad shall not be included withis the
costs to be borns ultimstely by Navy and Standard under this psregraph.

Current Payment of Costs. 3Subject to the ultimate shering of ruponi;bnuy “..P“““‘ ia
parsgraph Ts} of this Section 8, the respective 1isbilisies of Nevy snd Stendsrd for curreat

costs under the preceding parsgraph (s} shall sccrue scd be paid at the times end in the
manner bereinafter set forth: .. .



./

1)

Favy cnd Standerd shall ssch pay currently st Jeant once sach month thet proportica ef
the totsl ¢oste sceruing during the period for which pament {s made with réspect to
esch sons which the quantity of produetion currently received by it from such sone .
during such period bears t0 the' total gquantity of production currently recaived by both
Fevy and Stenderd froa such sone during such period, szcept n the following instances:

{1} Additronal production Srom the Shallow Ovl Zons during the primary perved,

If, st sny tioe during the primary period, Navy shell destemmine, undsr Section
4, %o require production from the Shallow 011 Zonse st s rats in sxcess of that
permitted to be received by Stenderd under peragraph {d) of Section 3, and, in order
to accomplish such purpose, it becomes necesssry, in the opinion of the Operating .
Committes, to drill or recondition and to equip wells o0 schieve such insressed rate
of production, snd te inetall tanks and other equipment to recsive and handle the
production st such {neressad rste, the cost thereof shall be currently peid by Navy et
least cnee each quarter until .l\lﬂl {oeressed Tate bes been obtained., For this purpose
the Operating Committes shall deternine, @8 -s0cn ss prscticable sfier the sxpiratioa
of each quarter during the primary period, the proportiocn of the ocosts acoruing during
such pariod which are properly to be paid currently by Navy under the provisions of
this subparagraph (1), ¥Yhen such incrensed rate of proaducticn bes been attained, the
cost of such development as may thereafter be needed to ssintain the total production
st the incressed rate shall be peid by Navy and Standard ss hersinbefors provided ia
parsgraph (1) of this Sectiocn &, .

"(11)  Exploretory Wells in the Shallow Ovl Zone.

1f, st any time during the primary pericd, there shall ba drilled to the
Shallow Oi1 Zene an exploratory well, the cost of which is (pursuant to parugraph (c)
of Section 4) to be barne ultimstaly by Kary and Standard in the proportions of their
respsctive percentage participations applicadle to such Zone under Saction 2, the
conts of drilling such well azd of testing it for producticn shall be paid currently
hy Navy and: Standard in the ssme proporticne; provided that, if any such well is
drilled end completad when, under Seotion 4, Nevy has not detammined to require
productica Prom the Shallow 0i) Zone in excess of that permitted to be received by
Standerd under:paragraph (d) of Section 3, snd 1f Standard elects to utilize such well
for productica. (beyond that necessary for test purposes) in order to maintain the rate
of productiocdyto which it is entitled under paragraph (d) of Section 9, Staadard shall
thereupon cufrently pay the full cost.of drilling and equipping such well;: and
provided, furiler, that if any such well is drilled sad completed when, under Section 4,
Mavy bas dézermined to require production from the Shallow Oil Zone at s rate in excess
of that perwified to.bo received by Standard under paragraph (d) of Section 8, but
prior to the time 'the lecrnl_nd rate is attained, snd if Nevy elects to utilize such
wall for productich {beyood that necesssry for test purposes), the full cost of
drilling end equippiag such-well shall be currently paid by Navy in the same manner as
provided in sibparsgrapd- (1) of paragraph (b} of this Secticn 6.

(111) Exploretory Tells in the Stevens Zone,

1f, at any time, Navy.sball suspend or reduce production from the Reserve s
contemplated in parsgreph (f) of Section 5 and shall elects to permit productica from
the Stevens Zoos under such paragrapb, snd as & result therecof the quantity of
production received by Standard from such zene is greater than its share (bssed upon
the psrcentage participations then obtaining under Section 2) of ell production from
such zens from sand after Novesbar 20, 1942, then, notwithstanding thet Navy asd
Standard are not in balsnce ip productiion received from such zone, the costa of drilling
and esquipping say exploratory wolls in the Stevens Zons which, pursuant to the
provisions of paragraph (c) of Section 4, are to be borne by Navy and Stenderd in
proportim to their percentage participations (then obtaining under Section 2} sppli-
ecahle to such 3one, shall be currsntly psid b Navy until such time as the total :
paymsnte by Navy and Standard, respectively, of the costs of erplerstion, prospecting
development end cperation referred 1o in paragraph (s} of this Section & with rupeet. -
to such zone beve teen brought into balance with theair respective percentage
participations (then obtaining under Section 2] in the totel production from such gone.

13-



(e)

(a)

{1v) v readiness purpesss,

1f, st suy time ducieg the 1ife of thia soatract, Nary shall drill aad equip,

or cause to be drilled and squipped, wells {other than explorstery wells drilied purewe
ant to paragraph (e} of Sectica a) for the purposs, mot of {mediste prafuetion, but of
having productive capecity svailable and ready to produes 1o the futurs as Mavy shall
determins, the cost thereof shall be currently paid by Nevy.

..Jvl Zquilibrium mn recaipt of produet ion,

1£, as to the Shallow 011 Zone, st apy time after the primary period, and, as %o
any otter zone. at any tise during the 1ife of this ccotraot, the quansities of produge
ticn received by, or charged to, Navy and Standard, respectively, from say £O0RS sinoe
Novensber 20, 1942 shall be in balance with their percentage perticipations {thea obtain-
ing under Sectics 2} ia the totsl productica froe such sone, and if at sush time the
payments of the costa of exploration, prospeeting, dsvelopaent and operation refersed to
in pevagraph [s) of this Section § therstofors made by Navy and Standard, respectively,
with Tespect to such zoDe shall pot be in tha ssde proporticos as the respeotive quasti-
ties of productioca received By, or sharged to, ssch fraa euch sone singe Noveaber £0,
1042, thorssfter eurrent payoeut of all eosts ecch ‘ng i respect of such sone, 6I0MPt
those costs provided for in subparagraph (vi) belom, shall be made by either Navy or
Standsrd, a8 the case Ay be, in such menner snd for such period of time as may bo nse=
ssasry to bring the total payments of such sosts by Nary and Standard, respectively, io-
to balance with their percentage participations (then cbtaining under Sectiocn 8) in the
totel production froa such zabe. .

{vi) Suspension of production by Favy.

12, st any time, Nary sball suspend or reduce production from the Reservs as cog=
templated in parsgrapd {) of Section 8, thereaftier the coste incurred in producing the
1imited -quantity of productien provided in paragraph {(f) of Secticn D shall be paid cur-
restly by Stendard. Al other costs of protesting, zaintaining and operating tbe Reserve
sball be currestly paid by Navy {subject to sppropriaticns by Congress) snd Standerd 12,
accordsnce with the pesrtentsgs participaticas thea obtaiping under Sooticn 2., The Operst-
ing Comaittee shall determine, ss s0cn 28 praoticable sfter the expiration of oach quare
torly pericd r_ohmd to in paragraph (£} of Section 5, the properticns of the costs
accruing during such period xhich are properly te be paid currently by Nary and Stendard,
respectively, under the terms of tbia subparagraph {vi). S :

Toe costs referred to iz paragraph {a) of tbis Sectien & with respsct to the Stevens Tone
ipcurred prior to the dste of this cestract have basn paid by Standard and shall, thersfors,
bs desmed to have accrued sgeinst Standard at the time so paid: and Steadard's ultimate lia-
bility for ths costs reforred to ia said parsgraph {a) 1o respect of tho Stevens Zone sbhall,
to that extent, be decmed to pave been aatisfied, It is recognised by Favy and Standard
that the quantities of productiocn received by each slnee Rovemder 20, 1942 from the Stevens
Zone ars, by resson of persgraph (b} of Section 3, iz balence, as of the dete ‘of this cen=
traot, with their rospeotive percentage perticipations in ths Stevens Zone {initianlly obtaine~
ing under Secticn 2); and, furtber, that the costs so paid by Standard shall be takes izto
scoount in detormining, usdsr subpsragraph (v) of paragraph (b} of this Sestion §,.the 1ia=

bility for current payment of costs 1o respect of the Stevens Zone ipsurred after the dats -
of this ocontreot. :

-

Tbie costract sball supersede the provisione of the Resoissicn and Tesporsry Operstiag Agree-
ment, dated September 8, 1943, as sxtended, relating te the costs jncurred by Standsrd in
the developmsst of, end operations on, Kavy's lends. .

Ssction 7. Distuiﬂu of Preduction,

Favy {subject to applicable 1ew) and Stazdard shell each bave the right to take delivery,
and make suoh dispositicn, of the production alloocated to 41t hereunddr as it may desire, and
each party shall mske pro=pt dlsposition thersof or provide its own storags Over and sbove
such storage facilities as may be arailsbls for use under the provisicns of parsgrsph {a) of

Secticn 1. Neither Havy oor 3tandsrd shall have any preoferential right to purchase any por-
tien of the other's ebare of such production. R o .

-
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Daction 8. [elive. .

The right to extract hdliua frem any gas produced from the Reserve shall balong exclusively
to Ravy, snd Navy shall not be cospalled to account 1o Standard is say degree for such helium
as it may slect to take hereunder. Navy shall besr all coste directly stiridutable to the
extrsotion of such helium, -

Section 9. Determination of Drsputet. .
—————

(s}’ 3o the event the Operating Committee i3 unatle to sgros upon any matter arising in the

(v)

$erformance of its functions, such matter shell be refcrred to the Secretsry of the Navy

for determination; and his decision in esch such instance shall be final and ehsll be
binding upon Nevy and Standsrd.

-
LY

event the IEnginesring Comittes i3 unable to sgree unanimously upon any mstter
I.:b;::t to dotornln:tlon by.‘u. seid Camittes shall notify both Navy and Standsnd thereof
and shall refer such mstter to the Secretary of the Nsvy for deteminstion. Thersupen the
Secretary of the Navy oo his owm ipitistive may, and upoa the request of Standard shall,
subdit the metter to an iodependent petrolsum enginser, to be selected by him, for the
purpose of securing an sdvisery report thereon from such engineer. The compensation and
ezpenses of such engineer shell be borne by Navy srd Standsrd in the respective percentages
then obtsining under Section 2, and & copy of such report shall be supplied to Standard,
After consideration of the matter, tbe Secretary of the Navy shall recder his decision
thereon and such decision in esch such iostonce shall be final and shall be binding upon
Nsvy and Standerd.

Section 10, Accounting,

Navy sball ceuse to be kept cczplete and sccurate records of all matters snd transsctions
affecting the Reservs or its development and operation hereunder, and such records shall be
svailable st all ressonable times for inspection by Standard's sceredited represcatatives,
Navy shall, withioc a reasonsble time sfter the end of sach calendar month throughout the
term of this contract, cause to be furnished to Standard detsiled statement of account
sstting forth the queatity of preduction from the Reserve during such month and the costs of
development and operstica jpeurred theresin. Tte expanses incurred or contracted for by Nsvy
under this Section 10 shall be deemed s part of the costs of opsrating the Reserve harsunder
and, s such, shall be borne and paid by Navy sand Stendard under the provisions of Sections
% and 8. All records of Standard pertsining to the explorstion, prospecting, developaent
and operation of the Reserve, sither prior to or sfter the date of this contract, and all
dsta obtainsd from wells oo lands owned {n fse by Standard cutside the Reserve but contiguous
thereto, shall be available et all reasonable times for inspection by Kary's accreditad
Tepresentatives. )

Section 11. Term,

{s)

{v)

Unless sconer te-minsted as provided in parsgrsph {t} of this Section, this contrsct shall
continue snd remain in full force snd effeet ss long s oi), gas, Datural gescline and/er
associsted hydrocarbons can be produced frem the Reserve in peying quantities,

This contract may bs terminated at mny time by the Secretary of the Navy in his discretion

and subject to the epproval of the President on siz (&) months' written notice to Standard,
Such termination shall be effictive as of the date fixed therefor and shall not operate
vetrcactively or to impair the rights snd oblizations of Navy or Standard under this comtract
accruing to the termination date. Terminatioa shall be followed by an sdjustment of all such’
rights and obligstions, including the rizhts and obligations growing out of the costs incurred,
and the respective quantities of production received, by Navy and Standard, respectively,
under the contract, on a falr and equitable basis.

Section 12. Nolfices.

All notices required or permitted to be given under this contract shell be directed to the
parties ss followe:

Secretary of the Navy,

favy Depsriment,
¥Washingtono, D. C. .. *

1B~



Standerd 011 Company of Californis

aps push Street .

San Freneisco, Californis ;
Any euch notice shall be in writiag snd may be perconslly deliversd or sent by registared
meil or telegraph to the party for whoa intended st the adéress of such partyas specified
sbove. Either party mey by notice given 88 aforessid change its sddress for notices
theresfter.

4
Sootlon 13, Onlswful Interest.

No Mesber or Delegats to Congress or Rosident Camissionar, aftsr his slection or sppointment,
or either bafore oF sfter he has qualified and during his coatinuancs in office, and ao '
officer, agent of employes of the Depsrtment of the Navy, shall be sdnitted 1o any share or
part of this contract or derive aay penefit thst may srive therefroa but this provision shall
not be corsirued to extend t0 this contract {f made with s corporation for its genensd
benefit; and ths provisiens of ssotion 3741 of the Revised Statutes of the United States,

and Ssctions 114, 113 and 118 of ths Codi fioatico of tte Penal Lawe of the United Stated
approved March 4, 1909 (35 Stat. 11090, relating 1o ocutrscts, enter 1oto and form & part of
hie sontrect 30 far sg the sase may be sppllcable.

Section 4. £ovcunl Aparnst Contingpent Fees.

Sgetion 195. Inclusion of dddrtional Lends.

{a)

(v)

Standard warrents that it has Dot etployed Bny peraen to solleit or secure this contract upon
any agreesent for e comission, percentige, brokerage or contingent fes, Bresch of ibls
warranty shall give Navy tha right to apnul this contract OF, in 1is disersticn, to deduot
from sny smoutis which may bacome owing to Standard by Navy hereunder the wuount of such
commission, percentage, brokersge or cootingent fae. .

Yavy and Standard have exprasaly’ excluded from this cantract Standard's lessebold interest -
upder an oil and gas lesss, dated Septenber 18, 1941, from Korn Couaty Land Ccapsny, covering
the S35.6-scre tract owned in fes by Kern County tend Compeny 1n the W 1/2 of Section 31,

T, 30 S., R 29 Bey M.D.2.8., within the Reserve. This exclusion bas Tesulted from
uncertsinty, dus to the prosant lack of sdequate informaticn, as to whether or not the
Stevens 2one underlyling all or sny part of such trsct is part of the same Stevens Zooe
structurs underlying tke remsinder of the Reaervs and coversd by this conmtraot, It is con=
templated by Ravy and Standard that an sxploratory progrea will be csrried on, indopendsstly
of this contract, to determine the releticnship of these structures. If it is estebliahed
that the Stevens Zone uaderlylag sll or soy pert of such trect is a part of the same Stevens
2ope structure underlying the remsiznder of the Rescrve, Standerd's lessebold interest in the
ares affected will, upon the secuisition by Nevy of control over the Xerm County Land
Cospany's interest {n the srea sffected, be included within the uait operation cTested heredy.

It 1s contemplated that it may bersafter be desirable to include under the terms of this
contract other lands located cutside of the pressnt liaits of the Resarve but which-lie ea
the ssma geologlo structurse underlying the present linits of the Reserve. If snd when any
such situstion shall arise, Navy and Standerd will endeavor to agree upoen the torss and
conditions on which sueh additional lands may be {ncluded under this contract upoa ths basis
of the estimated scre-feet of commercislly productive formations ia each commercially
productive zone underlying such additionsl lands. If Havy and Standard shall be msble %0
sgree upon the terms and conditions on which such sdditionsl lands may be included, ihe
Secretary of the Navy shall decide such tems and conditicne upon s fair and eguitsble basis
end such decisicn 1o esch puch instance shall be final epd shall be binding upon Nevy and ’
Standard. o detersining the ostimated acrs-feet of comsercislly productive formation under-
lying such additional lands, the Secrolary shall, at Standsrd's request or on bis own initia-
tive, secure snd coneider en advliscry repors from an independent potroleum snglnesr in the
menper provided 1n psTagraph {b) of Section 9. :

.1‘. I

ide
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1IN FTTNESS WHERECF, th‘o perties hereto have sxecuted this ccatreet {a triplicete s of
the day and year flrast above writtesa. .

ER '
( THE INITED STATES OF AMERICA

By Zl[ JAMES TORRESTAL
Secrotary of the Navy

LY STANDARD OIL COMPANY OF CALIFORNTA

By _/s/ W D. COLLIZR

President

-

{szAL)

Attest:

/s/ 6. M. FOSTER * .
Assistant Secretary .

I, FRAMRLIN D, ROOSEVELT, President of the Unitaed States of Asericd, on the _ 281tk
day of _June , 1544, do bereby approve the sxecution of the foregoing centract by the

® Secretary of the Navy. .
/e/ FRANKLIN D. ROOSEVELT
sident of the United States
P
} _ ' .
| R .

-1%7-



STATE OF CL!-IPOMA

)
] e,
City and County of San Francisoaq)

On this_ 26th _ dey of June in the year one tbousand nine hundred and forty-four, before
e, FRANK L. OWFN  , & Notery Publie in aad for the City snd Couaty of San Frsncisoo,
State of Californis, residing therein, duly comnissioned snd sworn, persocoally appesred

H. D, COLLI¥YR 2o0d -

G, M. known to me to be
Fresident and Assistent Seoretary, respectivel
oapany of ornia, oorporstion desor 3 an
the within instrumeat, and also known to me to be tbe perscas who executed the within
{petrument oo behalf of sald corporatica end scknowledged to me that suoh oorporstioa
sxecuted the same. :

IN WITNESS WHEREOF, I heve hereunto set my band aod sffixed my official seal, in
the City snd County of San Francisco, the day and year in this certificate first adove
written.

/s/ FYRANK L. OWEN
Notary Public Io and for the Ciiy and County of San Francisco, State of Californias,

My Coomission Expires _Nov. -22, 1943

18-
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Form 3100-11 UNITED STATES ,
(October 2008) DEPARTMENT OF THE INTERIOR Serial Number
BUREAU OF LAND MANAGEMENT

OFFER TO LEASE AND LEASE FOR OIL AND GAS

The undersigned (page 2) offers to lease all or any of the lands in Item 2 that are available for lease pursuant to the Mineral Lands Leasing Act of
1920, as amended and supplemented (30 U.S.C. 181 et seq.), the Mineral Leasing Act for Acquired Lands of 1947, as amended (30 U.S.C. 351-359),

or (other).
READ INSTRUCTIONS BEFORE COMPLETING
1. Name
Street
City, State, Zip Code
2. This application/offer/lease is for: (Check Only One) DPUBLIC DOMAIN LANDS DACQUIRED LANDS (percent U.S. interest ____ )

Surface managing agency if other than Bureau of Land Management (BLM): Unit/Project

Legal description of land requested: *Parcel No.: *Sale Date (mm/dd/yyyy):

*See Item 2 in Instructions below prior to completing Parcel Number and Sale Date.

T. R.

Meridian State County
Total acres applied for
Amount remitted: Filing fee $ Rental fee $ Total $
DO NOT WRITE BELOW THIS LINE
3. Land included in lease:
T. R. Meridian State County

Total acres in lease

Rental retained $

This lease is issued granting the exclusive right to drill for, mine, extract, remove and dispose of all the oil and gas (except helium) in the lands
described in Item 3 together with the right to build and maintain necessary improvements thereupon for the term indicated below, subject to
renewal or extension in accordance with the appropriate leasing authority. Rights granted are subject to applicable laws, the terms, conditions,
and attached stipulations of this lease, the Secretary of the Interior's regulations and formal orders in effect as of lease issuance, and to regulations
and formal orders hereafter promulgated when not inconsistent with lease rights granted or specific provisions of this lease.

NOTE: This lease is issued to the high bidder pursuant to his/her duly executed bid form submitted under 43 CFR 3120 and is subject to
the provisions of that bid and those specified on this form.

Type and primary term: THE UNITED STATES OF AMERICA
D Noncompetitive lease (ten years) by
(BLM)
I:I Competitive lease (ten years)
(Title) (Date)

I:I Other

(Continued on page 2)

EFFECTIVE DATE OF LEASE
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4. (a) Undersigned certifies that (1) offeror is a citizen of the United States; an association of such citizens; a municipality; or a corporation
organized under the laws of the United States or of any State or Territory thereof, (2) all parties holding an interest in the offer are in compliance
with 43 CFR 3100 and the leasing authorities; (3) offeror's chargeable interests, direct and indirect, in each public domain and acquired lands
separately in the same State, do not exceed 246,080 acres in oil and gas leases (of which up to 200,000 acres may be in oil and gas options or
300,000 acres in leases in each leasing District in Alaska of which up to 200,000 acres may be in options, (4) offeror is not considered a minor
under the laws of the State in which the lands covered by this offer are located; (5) offeror is in compliance with qualifications concerning Federal
coal lease holdings provided in sec. 2(a)2(A) of the Mineral Leasing Act; (6) offeror is in compliance with reclamation requirements for all
Federal oil and gas lease holdings as required by sec. 17(g) of the Mineral Leasing Act; and (7) offeror is not in violation of sec. 41 of the Act.
(b) Undersigned agrees that signature to this offer constitutes acceptance of this lease, including all terms conditions, and stipulations of which
offeror has been given notice, and any amendment or separate lease that may include any land described in this offer open to leasing at the time
this offer was filed but omitted for any reason from this lease. The offeror further agrees that this offer cannot be withdrawn, either in whole or in
part unless the withdrawal is received by the proper BLM State Office before this lease, an amendment to this lease, or a separate lease,
whichever covers the land described in the withdrawal, has been signed on behalf of the United States.

This offer will be rejected and will afford offeror no priority if it is not properly completed and executed in accordance with the
regulations, or if it is not accompanied by the required payments.

Duly executed this day of , 20

(Signature of Lessee or Attorney-in-fact)

Title 18 U.S.C. Section 1001 and Title 43 U.S.C. Section 1212 make it a crime for any person knowingly and willfully to make to any department or Agency
of the United States any false, fictitious, or fraudulent statements or representations as to any matter within its jurisdiction.

LEASE TERMS

Sec. 1. Rentals--Rentals must be paid to proper office of lessor in advance

Lessor reserves the right to specify whether royalty is to be paid in value
of each lease year. Annual rental rates per acre or fraction thereof are:

or in kind, and the right to establish reasonable minimum values on
products after giving lessee notice and an opportunity to be heard.
When paid in value, royalties must be due and payable on the last day
of the month following the month in which production occurred. When
paid in kind, production must be delivered, unless otherwise agreed to
by lessor, in merchantable condition on the premises where produced

(a) Noncompetitive lease, $1.50 for the first 5 years; thereafter $2.00;
(b) Competitive lease, $1.50; for the first 5 years; thereafter $2.00;
(c) Other, see attachment, or

as specified in regulations at the time this lease is issued.

If this lease or a portion thereof is committed to an approved cooperative
or unit plan which includes a well capable of producing leased resources,
and the plan contains a provision for allocation of production, royalties must
be paid on the production allocated to this lease. However, annual rentals
must continue to be due at the rate specified in (a), (b), or (c) rentals for
those lands not within a participating area.

Failure to pay annual rental, if due, on or before the anniversary date of
this lease (or next official working day if office is closed) must automati-
cally terminate this lease by operation of law. Rentals may be waived, re-
duced, or suspended by the Secretary upon a sufficient showing by
lessee.

See. 2. Royalties--Royalties must be paid to proper office of lessor.
Royalties must be computed in accordance with regulations on production

removed or sold. Royalty rates are:

(a) Noncompetitive lease, 12 1/2%;
(b) Competitive lease, 12 1/2 %j;
(c) Other, see attachment; or

as specified in regulations at the time this lease is issued.

without cost to lessor. Lessee must not be required to hold such
production in storage beyond the last day of the month following the
month in which production occurred, nor must lessee be held liable for
loss or destruction of royalty oil or other products in storage from
causes beyond the reasonable control of lessee.

Minimum royalty in lieu of rental of not less than the rental which
otherwise would be required for that lease year must be payable at the
end of each lease year beginning on or after a discovery in paying
quantities. This minimum royalty may be waived, suspended, or
reduced, and the above royalty rates may be reduced, for all or portions
of this lease if the Secretary determines that such action is necessary to
encourage the greatest ultimate recovery of the leased resources, or is
otherwise justified.

An interest charge will be assessed on late royalty payments or
underpayments in accordance with the Federal Oil and Gas Royalty
Management Act of 1982 (FOGRMA) (30 U.S.C. 1701). Lessee must
be liable for royalty payments on oil and gas lost or wasted from a
lease site when such loss or waste is due to negligence on the part of
the operator, or due to the failure to comply with any rule, regulation,
order, or citation issued under FOGRMA or the leasing authority.

(Continued on page 3)

(Form 3100-11, page 2)
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Sec. 3. Bonds - A bond must be filed and maintained for lease
operations as required under regulations.

Sec. 4. Diligence, rate of development, unitization, and drainage -
Lessee must exercise reasonable diligence in developing and
producing, and must prevent unnecessary damage to, loss of, or waste
of leased resources. Lessor reserves right to specify rates of
development and production in the public interest and to require lessee
to subscribe to a cooperative or unit plan, within 30 days of notice, if
deemed necessary for proper development and operation of area, field,
or pool embracing these leased lands. Lessee must drill and produce
wells necessary to protect leased lands from drainage or pay
compensatory royalty for drainage in amount determined by lessor.

Sec. 5. Documents, evidence, and inspection - Lessee must file with
proper office of lessor, not later than 30 days after effective date
thereof, any contract or evidence of other arrangement for sale or
disposal of production. At such times and in such form as lessor may
prescribe, lessee must furnish detailed statements showing amounts and
quality of all products removed and sold, proceeds therefrom, and
amount used for production purposes or unavoidably lost. Lessee may
be required to provide plats and schematic diagrams showing
development work and improvements, and reports with respect to
parties in interest, expenditures, and depreciation costs. In the form
prescribed by lessor, lessee must keep a daily drilling record, a log,
information on well surveys and tests, and a record of subsurface
investigations and furnish copies to lessor when required. Lessee must
keep open at all reasonable times for inspection by any representative
of lessor, the leased premises and all wells, improvements, machinery,
and fixtures thereon, and all books, accounts, maps, and records
relative to operations, surveys, or investigations on or in the leased
lands. Lessee must maintain copies of all contracts, sales agreements,
accounting records, and documentation such as billings, invoices, or
similar documentation that supports costs claimed as manufacturing,
preparation, and/or transportation costs. All such records must be
maintained in lessee's accounting offices for future audit by lessor.
Lessee must maintain required records for 6 years after they are
generated or, if an audit or investigation is underway, until released of
the obligation to maintain such records by lessor.

During existence of this lease, information obtained under this section
will be closed to inspection by the public in accordance with the
Freedom of Information Act (5 U.S.C. 552).

Sec. 6. Conduct of operations - Lessee must conduct operations in a
manner that minimizes adverse impacts to the land, air, and water, to
cultural, biological, visual, and other resources, and to other land uses
or users. Lessee must take reasonable measures deemed necessary by
lessor to accomplish the intent of this section. To the extent consistent
with lease rights granted, such measures may include, but are not
limited to, modification to siting or design of facilities, timing of
operations, and specification of interim and final reclamation measures.
Lessor reserves the right to continue existing uses and to authorize
future uses upon or in the leased lands, including the approval of
easements or rights-of-way. Such uses must be conditioned so as to
prevent unnecessary or unreasonable interference with rights of lessee.

Prior to disturbing the surface of the leased lands, lessee must contact
lessor to be apprised of procedures to be followed and modifications or
reclamation measures that may be necessary. Areas to be disturbed may
require inventories or special studies to determine the extent of impacts
to other resources. Lessee may be required to complete minor
inventories or short term special studies under guidelines provided by
lessor. If in the conduct of operations, threatened or endangered
species, objects of historic or scientific interest, or substantial
unanticipated environmental effects are observed, lessee must
immediately contact lessor. Lessee must cease any operations that
would result in the destruction of such species or objects.

Sec. 7. Mining operations - To the extent that impacts from mining
operations would be substantially different or greater than those
associated with normal drilling operations, lessor reserves the right to
deny approval of such operations.

Sec. 8. Extraction of helium - Lessor reserves the option of extracting
or having extracted helium from gas production in a manner specified
and by means provided by lessor at no expense or loss to lessee or
owner of the gas. Lessee must include in any contract of sale of gas the
provisions of this section.

Sec. 9. Damages to property - Lessee must pay lessor for damage to
lessor's improvements, and must save and hold lessor harmless from all
claims for damage or harm to persons or property as a result of lease
operations.

Sec. 10. Protection of diverse interests and equal opportunity - Lessee
must pay, when due, all taxes legally assessed and levied under laws of
the State or the United States; accord all employees complete freedom
of purchase; pay all wages at least twice each month in lawful money
of the United States; maintain a safe working environment in
accordance with standard industry practices; and take measures
necessary to protect the health and safety of the public.

Lessor reserves the right to ensure that production is sold at reasonable
prices and to prevent monopoly. If lessee operates a pipeline, or owns
controlling interest in a pipeline or a company operating a pipeline,
which may be operated accessible to oil derived from these leased
lands, lessee must comply with section 28 of the Mineral Leasing Act
of 1920.

Lessee must comply with Executive Order No. 11246 of September 24,
1965, as amended, and regulations and relevant orders of the Secretary
of Labor issued pursuant thereto. Neither lessee nor lessee's
subcontractors must maintain segregated facilities.

Sec. 11. Transfer of lease interests and relinquishment of lease - As
required by regulations, lessee must file with lessor any assignment or
other transfer of an interest in this lease. Lessee may relinquish this
lease or any legal subdivision by filing in the proper office a written
relinquishment, which will be effective as of the date of filing, subject
to the continued obligation of the lessee and surety to pay all accrued
rentals and royalties.

Sec. 12. Delivery of premises - At such time as all or portions of this
lease are returned to lessor, lessee must place affected wells in
condition for suspension or abandonment, reclaim the land as specified
by lessor and, within a reasonable period of time, remove equipment
and improvements not deemed necessary by lessor for preservation of
producible wells.

Sec. 13. Proceedings in case of default - If lessee fails to comply with
any provisions of this lease, and the noncompliance continues for 30
days after written notice thereof, this lease will be subject to
cancellation unless or until the leasehold contains a well capable of
production of oil or gas in paying quantities, or the lease is committed
to an approved cooperative or unit plan or communitization agreement
which contains a well capable of production of unitized substances in
paying quantities. This provision will not be construed to prevent the
exercise by lessor of any other legal and equitable remedy, including
waiver of the default. Any such remedy or waiver will not prevent later
cancellation for the same default occurring at any other time. Lessee
will be subject to applicable provisions and penalties of FOGRMA (30
U.S.C. 1701).

Sec. 14. Heirs and successors-in-interest - Each obligation of this lease
will extend to and be binding upon, and every benefit hereof will inure
to the heirs, executors, administrators, successors, beneficiaries, or
assignees of the respective parties hereto.

(Continued on page 4)

(Form 3100-11, page 3)
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A. General:

1. Page 1 of this form is to be completed only by parties filing for a
noncompetitive lease. The BLM will complete page 1 of the form
for all other types of leases.

2. Entries must be typed or printed plainly in ink. Offeror must sign
Item 4 in ink.

3. An original and two copies of this offer must be prepared and filed
in the proper BLM State Office. See regulations at 43 CFR
1821.2-1 for office locations.

4. If more space is needed, additional sheets must be attached to each
copy of the form submitted.

B. Special:

Item 1 - Enter offeror's name and billing address.

Item 2 - Identify the mineral status and, if acquired lands, percentage
of Federal ownership of applied for minerals. Indicate the agency
controlling the surface of the land and the name of the unit or project
which the land is a part. The same offer may not include both Public

Domain and Acquired lands. Offeror also may provide other
information that will assist in establishing title for minerals. The
description of land must conform to 43 CFR 3110. A single parcel
number and Sale Date will be the only acceptable description during
the period from the first day following the end of a competitive
process until the end of that same month, using the parcel number on
the List of Lands Available for Competitive Nominations or the
Notice of Competitive Lease Sale, whichever is appropriate.

Payments: The amount remitted must include the filing fee and the
first year's rental at the rate of $1.50 per acre or fraction thereof. The
full rental based on the total acreage applied for must accompany an
offer even if the mineral interest of the United States is less than 100
percent. The filing fee will be retained as a service charge even if the
offer is completely rejected or withdrawn. To protect priority, it is
important that the rental submitted be sufficient to cover all the land
requested. If the land requested includes lots or irregular quarter-
quarter sections, the exact area of which is not known to the offeror,
rental should be submitted on the basis of each such lot or quarter-
quarter section containing 40 acres. If the offer is withdrawn or
rejected in whole or in part before a lease issues, the rental remitted
for the parts withdrawn or rejected will be returned.

Item 3 - This space will be completed by the United States.

NOTICES

The Privacy Act of 1974 and the regulations in 43 CFR 2.48(d) provide that you be furnished with the following information in connection with
information required by this oil and gas lease offer.

AUTHORITY: 30 U.S.C. 181 et seq.; 30 U.S.C 351-359.

PRINCIPAL PURPOSE: The information is to be used to process oil and gas offers and leases.

ROUTINE USES: (1) The adjudication of the lessee's rights to the land or resources. (2) Documentation for public information in support of notations
made on land status records for the management, disposal, and use of public lands and resources. (3) Transfer to appropriate Federal agencies when consent
or concurrence is required prior to granting a right in public lands or resources. (4)(5) Information from the record and/or the record will be transferred to

appropriate Federal, State, local or foreign agencies, when relevant to civil, criminal or regulatory investigations or prosecutions.

EFFECT OF NOT PROVIDING INFORMATION: If all the information is not provided, the offer may be rejected. See regulations at 43 CFR 3100.

(Form 3100-11, page 4)
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/ _ DECLASSIFIED

‘ " Authority [NAD F30014 ‘

-

- By crgmt remest of the Joint Chiefe of Staff, the Secretoxy of 4¥e Navy
was eapovered dy Pudllo Iaw Ho. 344 of 4ho Second. Sesefon of the 78th: Wﬁe&d’
the United Siatew of America to devalopn apd Aperate o to causs $o b devaloped
anf speratsd, efther diractly or By contynct, dhe londe fn the Baval: Petroless i,
Rosorve Fo. 1., Thie power wvos ade subject So:8he mprovel of the Presfdent and
wry gttorisel Sor o perfod of efghtern monthe begiouing Juna 1, 1944. The purpope
of the lav. vas ¥ incresss ¢he yroduetion Pron Ads Rexeyve $0.a ¥ote-of €5,000 B/D
Wt oot 40 excens of soch yate. Totsl preduction from the Hoostve unfer thfs lew
vas not; however, {0 exgeed thtply stllfen BareRde. oo Lo s Ui
£ mbatantin) Smcrexss In production ot the enrllest possible, dute was urzently
regrested by the Joint (hdefs of Staff to riet the eritiesl necd for petwolenn off -
the West Count to supply the apmed forees 1n dhke Pagific ftwatre, . . .0 . 7 .
Acoorfingly, o contract was dravn Up Vetwesn She Hsvy ant 4ho Stamtard O13 -
Coxpany of California &% operator, in vhich & unit plan for opereting the Resswa
and sharing the coshe was deldnsated, €he Sisndard O1) Company of Usdifornic wis
choged ap apyrator because 4t vze ths only large compmy eaycble of farniadieg the.
fepilitien for wieh a developmend progran and partislly bedauass 1t wan. the lavgest
private oy of lands dn the Reserve, She Hmvy has-expranmed 108 tpprevistion of
the patrictiew: of the Stenfard 013 Company in undertaidng weh a project ot cost .
vith no profit $o be roceived by #bw Oompamys. . . v v oo oo valn
- So aswint the Havy and tke Glandayd 031 Oompany in thske maopover pecis; forger
oil ez and of) enztnesre were detadled fyom $he mavel service 40:the:Resorvé unlar
e command of Caps.. B, P. Stole, Mrestar of the Heval Fetroleun Reserve Ho. 1, and
Aimwels s fommer consulitng enginssr $o the Uslifornis 441 industry. - The orgensy. .

NARA-CP

RG 253

Entry PI-31 470 Records Concerning Reserves in the U.S. and PAW Districts 1941-45
Box 2688

F: Dist. V. Elk Hills EGB Rm-7421
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( ‘ ; DECLASS]F_[ED .

Authority WD F300 14

2. after the maxtem production gste das besn sttained ené conservative .
indtvidual wall rates estolilighel, 16 wiil Do nenessary to dstemice the fisld ..
dscline and continne developeent at o rate whtch will maintoin ypreduction at the
apecified leval, It hasbeen tentatively estimated that frem O to A0 wvings of
tocls wust be operated gantimuously to agcomplieh thio. Ao

A gas {njection apd etoYoge program has Deen gbortod with ths indention of
&sp into well 85-333 ot o current rate of 800,000 HOPF per duy under a 166 Ab,
fnjection preceurs, Ihis well 42 located at the apstruciure spex of a wedge-cheped
forlt Xlock va $he north cantral flank of She flald, Vhen completad tho well
maped small qusntitien of ofl for several days and then went eatirely to gas.
Selection or G2iliing of afffticnal sultsdle g=s injection welle 1o plenned so
that ultimmtely all the gas fyon the fleld con de returmed to the rescrvolr,
Suffictent compressor plant faeilities have been epplied for and granted to carry
cut the program,

fands grantei by Corgreas for the curdent program di8 not provide for explo-
vation, The Havy 4s now preparing a request to Cangress for fupds to explors the
west end of the Regerve in the HKillerest eyes. Fhe purpope of the program 4o to
provide sdditionsl information concerning the totol ressrves and the prodadle rate
b which the cil could be obtained in the futare.

sdvance bightighte of this veguest avet The program will call for a total
of come 37 to 40 explorntory welle. Two wells will be drilled on eash of the un=

. dewelloped ssptions iying along a continuaticn of the axis of the atructure €0 the
wpst of prosent profusticn, On each section one well will Ye drilled $o the Shallow
Zone =nd the othey ¢o the dseper Sievans Zone., As soon os Saformotion 4o obtained
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ment; to amend the Outer Continental
Shelf Lands Act; and- for other pur-
poses. .
OUTER CONTINENTAL SHELF LANDS ACT
AMENDMENTS OF 1975

Mr. HOLLINGS. Mr. President, during
the last few years our Nation has learned
that energy, and particularly oil and
natural gas, affect virtually every aspect
of our lives. It seems amazing, in retro-
spect, that in all the years of rapid

_ growth in oil consumption and imports,
we never really saw the handwriting on
the wall. We believed that policy de-
cisions about energy could be given a
piecemeal approach, with some of the
most important issues not even ad-
dressed, except perhaps in the corporate
board rooms of the big oil companies. If
we know better now, it is because we
learned our lesson the hard way, through
shortages, price increases, and an
embargo.

The major task before us now is find-

. ing our way out of a bad situation, and
charting a better course for the years
ahead: The first step is to find out where
we stand with respect to our energy re-
sources, particularly oil and gas. We
know that domestic oil and gas produc-
tion have declined in recent years, and
we know that the most promising areas
for future production are on the Nation’s
Outer Continental Shelf. We cannot af-
ford to walt any longer to find out the
-extent of the OCS resources and deter-
mine the best rate of future extraction.
At the same time, we certainly cannot
afford to give away-our OCS lands to the
multinational oil companies, whose
vested interests may or may not coincide
with the U.S. national interest. We must
guarantee a fair return to the American
people. We must also take fnto account
our short-term and long-term needs, our,
country’s economic and foreign policy
positions, and the need to protect our
marine and coastal environment.

-’ The bill I am introducing today will do
three important things: It will enable us
to measure promptly the extent of the
publicly owned oil and gas resources on
the OCS, it will put the important de-
cisions about production of those re-
sources in the public sector where they
belong, and it.will allow the coastal
States to plan for offshore oil before
these decisions are made. -

The citizens of our coastal States—in-
cluding those in the Gulf of Mexico—
realize that offshore oil development
brings with it an array of onshore im-
pacts requiring careful planning and in-
vestments of State money. The facilities
needed to support OCS development in-
clude pipeline landfalls, platform con-

- struction sites, harbor supply bases, re-

. fineries, and petrochemical plants, to

_ By Mr. HOLLINGS (for himself, name a few. The people who work at

Mr, TMacNUsoN, Mr. KENNEDY, these facilities require public facilities

Mr. TunNeEY, Mr. MATHIAS, Mr. and services. The Coastal Zone Manage-

HumpHREY, Mr. CHILES, Mr. ment program recognizes the rapid

WiLLIAMS, Mr. CasE, Mr. BIbEN, growth pressures that these develop-

Mr. RiBiCoFF, Mr. MCINTYRE, ments can bring to the States. The States

: g; gggf;ﬁ! Mr. CeANSTON, and  appear t0 be making rapid and eTective

progress toward developing coastal plans.

S 426. A bill to establish a policy for We can help them by not dxctatiz‘;g oil

the management of oil and natural gas and gas development to them before they
in the Outer Continental Shelf; to pro- finish the job.

tect the marine and coastal environ- My bill authorizes and directs the Sec-
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retary of the: Interior to lmtiate a. ma-
jor program of offshore oil exploration—
including deep drilling—in frontier areas
of the Outer Continental Shelf. It calls.
for a moratorium on conventional leas-
ing on tracts where the Federal explora-
tion program is underway. The Federal
Government can conduct this program by
using the same drilling and exploration
firms that are usually hired by oil com-
panies. The taxpayers of the- United
States—rather than the oil companies—
would be the clents for these drilling
companies, and the information received
would pass directly into the public do-
main. Leasing to private companies would
await the availability of much-needed
data on the size and location of oil and
gas in new areas. With better informa~
tion, we can be sure that bids for produc~
tion rights on federally explored tracts
are truly representative of the value of

. the resources. The increased bonuses

should offset the pubuc expend.ltures for
exploration.

During the exploration period, the
coastal States will have time to complete
the coastal zone management plans they

‘2 currently developing with funds au=-
thorized: by the Coastal Zone Manage-
ment Act of 1972. With those plans: ap-
proved by the Secretary of Commerce
and ready for implementation, the States
will be in a much better position to cope
with the inevitable onshore impacts of
offshore oil production: The key deci-

- sions will not have been made before-

hand without this important Sta.te con-
tribution.

I know that the administration shares-
the views of my cosponsors and me about
the importance of going into the frontier
areas of the OCS and finding out the
extent and location of the resources. But-
I firmly believe our approach to be sound-
er than a hasty plan to lease massive
acreage to the oi] companies and then
leave the .exploration scheduling, the
decisionmaking and the information
handling up to them.

One result of a sudden increase in
acreage offered for conventional leasing

> %8s year would be a sharp reduction in

competition and in the size of bonuses
paid. We know this from our leasing ex-
perience in 1974, and -if we extrapolate
1974 figures using the administration’s
lease plan for 1975-78, we can predict
woefully inadequate return to the Treas-
ury. In December 1973, when we leased
tracts in the Mississippi-Alabama-Flor-
ida region of the Gulf of Mexico, 21.8
percent of the tracts were leased to sole
bidders. In October 1974, another Gulf
of Mexico sale that was part of 1974’s
greatly expanded offerings resulted in
over 33 percent of the tracts-going to sole
bidders. Furthermore, the average price
per acre dropped substantially in 1974
as the number of acres offered increased.
These facts do not bode well for compe-
tition and fair return to the Treasury
under the administration’s plan.

It would not be wise to auction oft &
much-loved irreplaceable antique with-
out first getting an objective appraisal of

own. appralsals, which are not even:
shared with the people and their Govern-
ment, the rightful owners- of these re--
sources. Our bill would require. full pub-
He disclosure of all' data acquired through
exploration on Outer Cont:inentar Shelt
lands.

The most important decisions- in the-
chain of events leading. ta offshore off
production are those decisions. made after
discoveries are made and reserves are
proven. Those: decisions include answers
to the following questions:

First. Should the new oil or ges fleld
be developed immediately? -

Second. How much energy will the
fleld contribute to domestic supply—and
to the reduction of imports—and whera
will this supply become available for con~
sumption?

Third. How will the oil be dehvered ta
shore, and where be its landing point?

Fourth. Where will the oil be refined
or the gas be processed for distribution?®

Fifth. What: alternatives need to be
examined in each of these questions, and
what. are- the environmental/economch
energy consequences of each? -

Sixth. What will be the cost of devel-
oping thefleld, and what will be the eco-
nomic benefits and price impacts?

Seventh. What will be the total Impact
of field development on the nearby
coastal States?

In the past, many of these qust.ions
have been answered solely by the. oil
companies, with virtually no public in~
volvement. The decisions to develop, to
process at a certaln place, to bring pipe-
lines ashore have been made by the op-
erating companies on the basis of
achieving a maximum return on the
company’s investment and a maximum
profit. Several of the questions—such as
the examination of alternatives, the im=-
pact on coastal States, the total costs
and benefits to the Nation—have not
even been asked, let- alone answered.
These issues are now recognized, how-
ever, as legitimate concerns for makers
of public policy. -

By keeping OCS resources in Federal
hands throughout the exploration proc~
ess, the Government. would gain the
right and the opportunity to make these
public policy decisions for itself and to
address the previously neglected issues.

For the immediate future, it is clear
that we will need to expand our produc-
fion of offshore oil and gas about as rap-
idly as we can. But over the longer term,
we do not know what rate of develop-
ment and production will be in the Na-
tion’s best interest. There are wide var-
iations in estimates of our remaining oil
and gas reserves. If we accept the con-

servative estimates of Mobil Oil Corp., or ~

even the recently lowered estimates of
the U.S. Geological Survey, we must rec-
ognize the need to lower our growth rate
in oil consumption. Otherwise, massive
exploitation. of our resources now will
only result in rapid depletion after 1985
and greater dependence on imports later.
The administration’s crash leasing pro-
gram is an embodiment of the old “Drain

guessesa.nd sta.rttalkmg facts about t.hev
extentofOCSoﬂandg‘asmlheAuantic
and the Gulf of Alaska. We need to re-
tain ‘the right and the opportunity ta

make public policy through public. decL- i

sions affer we have the facts.--

Mz, President, the ideas embodied m
my bilt appear to meet the major needs -
of our country i this- important ares:

They are new ideas, and they will require

careful examination by the Congress. -
Senator Jaceson. has joined Senator’
MacNUson. in requesting the Office of
‘Technology Assessment. to.study the fear _

. sibility- and the implications of a. Federalk

exploration program and the other con-
cepts embodied in my bilk They: appear
{0 be ideas whose time has come, judging
from. their broad support among the
Governors of the coastal States and the-
enthusiasm of the Senatorss who are
Jjoining' me tn introducing this legisia~
tion. My cosponsors and I look forward
to cooperating fully with our colleagues
on the Committee on Interior and In-
sular Affairs as. they-undertake the task
of modernizing our policies relating to
©OCS oil and gas development. |
Mr. President, I ask unanimous cons
sent that the text of the bill; togethes
with a statement prepared by Senator
MaTHTAS in connection with this measure;
be printed at this point in the Recosrp.
There being no opposition, the bill and
statement were ordered to be prmted in
t.he REeconb, as.follows:
. 8. 428
A bt to establish a policy for the mm:age-
ment of oll and natural gas in the Outer
Continental Shelf; . to protect the marine
and coastal environment; to ameng the
Outer Contimental Sheif Eands Act; tmd
for other purposes
Be it enacted by the Senate and House of
Representatives: of the United States of
America in Congress assembled, That this
Act may be cited as the “Outer Continentak
Shelf Lands Act Amendments of 1976,
° TABLE OF CONTENTS .
Sec. 1. Short title’ and table of cantenta -
TITLE T—PURPOSES, DEFINITIONS AND
NATIONAL POLICY FOR MANAGING THR
RESOURCES OF 'rm: OUTER CONTINEN
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Sec. 102. Definitions: - :
TITLE H—AMENDMENTS TO. THE OU'rm
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Sec. 201. Policy:.
Sec. 203. Revistonr of btddmg and tease ad—
ministration.
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24 —Remedies and pehnalties.

25—Cltizen sults.

26—Liability for oll spills.

27—Research and development.

28—Determination of boundaries.

29— Moratorium on leasing in frontier
areas,

TITLE III—MISCELLANEOUS PROVISIONS

Sec. 301. Pipeline safety and operation.

Sec. 302. Review of shut-in or flaring wells.

8ec. 303. Bidding system study.

Sec. 304. National Strategic Energy Reserve

study.

Sec. 305. Relatlonship to existing law.

TITLE I—PURPOSES, DEFINITIONS AND
" NATIONAL POLICY FOR MANAGING THE
RESOURCES OF THE OUTER CONTI-
NENTAL SHELF

PURPOSES

Sec. 101. The purposes of this Act are to—

(1) establish policies and procedures for
managing the oil and natural gas resources
of the Outer Continental Shelf in order to
achieve national economic goals and assure
national security, reduce dependence on for-
elgn sources, and maintain a favorable bal-
ance of payments in world trade;

(2) preserve, protect and develop oil and
natural gas resources in the Outer Continen-
tal Shelf consistent with the need to balance
orderly resource development with protection
of the marine and coastal environment, in
a manner consistent with .the Mining and
Mineral Policy Act of 1970 and designed to
insure the public a fair and equitable return
on the public investment in the resources
of the Outer Continental Shelf;

'¢3) encourage development of new and
improved technology for energy resource pro-
duction that will Increase human safety
and eliminate or reduce risk of damage to
the environment;

(4) assure that coastal states which are di-
rectly impacted by exploration and develop-
ment of oil and natural gas adjacent to thelr
coastal zone are provided an opportunity to
participate in policy and planning decisions
relating to management of the resources in
the Outer Continental Shelf. T

DEFINTTIONS

SEC. 102. For the purposes of this Act—

(1) “Coastal zone” means the coastal
waters (including the lands therein and
thereunder) and the adjacent shorelands
(including the waters thereln and there-
under), strongly Influenced by each other
and in proximity to the shorelines of the
several coastal States, and includes transi-
tional and intertidal areas, salt marshes,
wetlands, and beaches. The zone extends sea-
ward to the outer Umit of the United States
territorial sea. The zone extends from the
shorellnes Inward to boundaries of the
coastal zone as ldentified by the coastal
States pursuani te the regulations promul-
gated under the authority of the Coastal
Zone Management Act of 1972 (16 U.S.C.
1454(b) (1) ). Excluded from the coastal zone
are lands the use of which is by law subject
solely to the discretion of or which Is held
in trust by the Federal Government, its offi-
cers or ggents.

(2) *'Coastal State” means a State of the
United States in, or bordering on, the Atlan-
tic, Paclfic, or Arctic Ocean, the Gulf of
Mezxico, or Long Island Sound. For the pur-
pose of this Act, the term also includes
Puerto Rico, the Virgin Islands, Guam, and
American Samoa.

(3) "Adjacent Coastal States” means a
coastal State of the United States which (A)
would be directly connected by pipeline to
drilling a platform, subsea production unit,
transfer facility or other similar facilities;
(B) would receive crude oil for refining or
transhipment which was extracted from the
Outer Continental Shelf and transported by
means of surface vessels; or (C) is desig-
nated by the Administrator of the National

Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
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Oceanic and Atmospheric Administration
pursuant to subsection 21(f) of this Act as
a State which there is a substantial probabil-~
ity of significant Impact on the coastal zone,
marine environment or coastal environment
which would result from the development

"and production of oil and gas anywhere in

the Outer Continental Shelf.
(4) “Marine environment” means the
physical, atmospheric, and biological compo-~

nents, conditions and factors which in com-

bination and interactively determine the
productivity, state, condition and quality of
the marine ecosystem including the waters
of the high seas, contiguous 2zone, transi-
tional and intertidal areas, salt marshes, and
wetlands within the coastal zone and in the
Outer Continental Shelf of the TUnited
States.

(5) “Coastal environment’” means the
physical, atmospheric, blological, soctal and
economic components, conditions and factors
which in combination and interactively de-
termine the productivity, state and quality
of the human environment and the terres-
trial ecosystem from the shoreline inward to
the boundaries of the coastal zone as iden-
tified by the States pursuant to the regula-
tions promulgated under the authority of
the Coastal Zone Management Act of 1972
(B5S1at1280, [d U.8.C. 1454(b) (1)).

(6) “Governor” means the Governor of a
State or the person deslgnated by State law
to exercise the powers granted to the Gov-
ernor pursuant to this Act.

TITLE II—AMENDMENTS TO THE OUTER
CONTINENTAL SHELF LANDS ACT
POLICY

Sec. 201. Section 3 of the Outer Continental
Shelf Lands Act (EStAL 362, B U.8.C. 1331
et seq.) is amended by adding the following
new subsections (¢) and (d): .

“{c) It is hereby declared that the Outer
Continental Shelf is a vital natlonal resource
held by the Federal Government in trust for
all the people, which should be made avall-
able for orderly development subject to en-
vironmental safeguards, consistent with and
when necessary to meet national needs as
determined pursuant to section 18 of this
Act. .

‘“(d) It is hereby recognized that develop-
ment of the oll and gas resources of the
Quter Continental Shelf will have significant
impacts on the coastal zones of the coastal
States and adjacent coastal States and that
in recognition of the national interest in
the effective management of the coastal
zZone—

“(1) such States may require assistance in
protecting their coastal zones inscfar as pos-
sible from the adverse effects of such Im-
pacts; and

““(2) such States are entitled to participate
in the decisions made by the Federal Gov-
ernment to expiore, develop and produce oil

and gas In the Outer Continental Shelf to

the extent consistent with the nationsl in-
terest.”.
REVISION OF BIDDING AND LEASE
ADMINISTRATION

Sec. 202. (a) Subsection (a) of section 8
of the Outer Continental Shelf Lands Act
(6T—Stat o2, U.SC. 1331 et seq) Is
amended by deleting the last sentence of the
subsection and inserting:

“The bidding shall be (1) by sealed bids,
and (2) at the discretion of the Secretary,
on the basis of (A) cash bonus bid with a
royalty fixed by the Secretary at not less
than 1635 per centum in amount or value
of the production saved, removed or sold,
(B) variable royalty bid based on a per
centum of the production saved, removed
or sold with a cash bonus as determined
by the Secretary, (C) cash bonus bid with
diminishing or sliding royalty based on
such formulas as the Secretary shall deter-
mine as equitable to encourage e¢ontinued

4666
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production from the lease as resource di-
minish, but not less than 1624 per centum
in amount or value of the production saved,
removed or sold at the beginning of the
lease period, (D) cash bonus bid with a
fixed share of the net profits derived from
operation of the tract of no less than 30
per centum reserved to the United States,
(E) fixed cash bonus with the net profit
share reserved to the United States as the
bid variable, (F) cash bonus with a royalty
fixed by the Secretary at not less than 1624
per centum in amount or value of the pro-
duction saved, removed or sold and a per
centum share of net profits derived from
the production of ofl and gas produced from
the lease, or (G) competitive performance
based on a work program submitted by bid-
ders. The United States net profit share
shall be calculated on the basis of the value
of the production saved, removed, or sold,
less those capital and operating costs di-
rectly assignable to the development and
operation (but not acquisition) of each in.
dividual ofl and gas lease issued under this
Act to the lessee under a net profit sharing
arrangement. No capital or operating
charges for materials or labor services not
actually used on an area leased for oil or
gas under this Act under a net profit sharing
arrangement; allocation of Income taxes; or
expenditures for materials or labor services
used prior to lesse acquisition shall be per-
mitted as a deduction in the calculation ot
net income. The Secretary shall by regula-
tion establish accounting procedures and
standards to govern the calculation of prof-
its. In the event of any dispute between the
United States and a lessee concerning the
calculation of the net profits, the burden
of proof shall be on the lessee. That part of
the net profit share due the United States
which is attributable to oll production may
be taken in kind in the form of oil and dis-
posed of as provided in subsection (k) of
this section. That part of the net share due
in kind shall be determined by dividing the
net profit due the United States attributable
to the product or products taken in kind
by the fair market value at the wellhead of
the oil and/or gas (as the case may be)
saved, removed or sold. In determining the
attribution of profits as between ofl and
gasg, costs chall be allocated proportionately
to the value of their respective shares of
production.”.

(b) SBubscstion (b)- of section 8 of the
‘Outer Continental Ehelf Lands Act (67 Stat.
462, 43 USB.C. 1831 et s0q.) is amended to
read as follows:

“(b) An ofl and gas lease issued pursuant
to this section shall (1) cover an area &s
large as noccssary to comprise a reasonable,
economic production unit as determined by
the Secretary, (2) be for a period of five
years and as long thereafter as oil or gas may
be produced from the area in paying quanti-
ties, or drilling or well reworking operations
as approved by the Secrtary are conducted
thereon, (3 require the payment of value as
determined by one of the bidding procedures
set out in subsection (a) of this section, and
(4) contain such rental provisions and sueh _
other terms and provisions as the Secretary
may prescribe ot the time of offering the area
for lease.”.

DISPOSITION OF IRXDERAL ROYALTY OIL

Sec. 203. Section 8 of the Quter Continen-
tal Shelf Lands Act (F7SIAt. 384 B9 U.S.C.
1331 et seq.) as amended by this Act is fur-
ther amended by adding a new subsection
(k) toread as follows:

(k) Upon comencement of preduction of
oil from any lease issued after the effective
date of this subsection, the Secretary shall
offer to the public and sell by competitive
bidding for not less than 1its fair market
value, in such amounts and for such terms
as he determines, that proportion of the oil
produced from cald lease which is due to the
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United States as royalty or net profit share
oil. The Secretary shall 1imit participation in
such sales where he finds such lmitation
necessary to assure adequate supplies of oll
at equitable prices to independent refiners.
In the event that the Secretary limits par-
ticipation in such sales, he shall sell such oil
at an equitable price. The lessee shall take
any such royalty oil for which no acceptable
bids are received and shall pay to the United
States a cash royalty equal to its fair market
value, but {n no event shall such royalty be
less than the highest bid.”
ANNUAL REPORT

SEC. 204. {(a) Section 15 of the Outer Con-
tinental Shelf Lands Act (m -
U.S.C. 1331 et seq.) 18 amended to read
follows:

“ANNUAL REPORT BY SECRETARY TO CONGRESS

“Sec. 16. (a) Within six months after the
end of each fiscal year, the Secretary shall
submit to the President of the Senate and
the Speaker of the House of Representatives
a report on the leasing and production pro-
gram in the Outer Continental Shelf during
such fiscal year, including a detalled ac-
counting of all monles recelved and ex-
pended, and of all exploration, exploratory
drilling, leasing, development, and produc-
tion activities; a summary of management,
supervision, and enforcement activities; and
recommendations to the Congress for im-
provements In managemeft, -safety and
amount of production in leasing and opera-
tions in the Outer Continental Shelf and for
resolution of jurisdictional conflicts or ambi-
guities,

(b) Section 313(a) of the Coastal Zone
Management Act of 1972 (BE_Stat_1280,
U.S.C. 1451 et seq.) ls amended by striking
the word ‘and’ after the word ‘priority’ in
subsection (8); renumbering existing sub-
section (9) as subsection (10); and inserting
the following new subsection (9):

“an assessment of the onshore soclal, eco-
nomic and environmental impacts in those
coastal areas affected by Outer Contlnental
Shelf oll and gas exploration and exploita-
tion; and”.

ENSURING ORDEELY DEVELOPMENT OF OIL AND
GAS LEASES

SEC. 205. Section 5 of the Outer Continental
Shelf Lands Act (ETStat—40632, U.s.C. 1331
et seq.) is amended by adding the following
new subsections.

“Ensuring Orderly Development.of Ol and
Gas Leases—

“(d) (1) After enactment of this sectionno
oil and gas lease may be Issued pursuant to
this Act unless the iease requires that devel-
opment be carried out in accordance with a
development pian submitted by the lessee
and found by the Secretary to be consistent
with the leasing and deveiopment plan sub-
mitted by the Secretary pursuant to Section
20 of this Act, and provides that fallure to
comply with such development plan will ter-
minate the lease.

“(2) The development plan will set forth,
in the degree-of detall estabiished by regu-
lations issued by the Secretary, specific work
to be performed, environmental protection
and health and safety standards to be met,
and a time schedule for performance.

“(3) With respect to permits, licenses, and
leases outstanding on the date of enactment
of this section, a proposed development plan
must be submitted to the Secretary within
six months after the date of enactment of
this section. Fallure to submit a development
plan or to comply with an approved develop-
ment plan shall terminate the permit, license,
or lease.

“{4) The Secretary may approve revisions
of development plans if he determlnes that
such revision will lead to greater recovery of
oll and gas, improve the efficiency of the re-
covery operatlon or is the only means avail-
able to avoid substantial economic hardship

on the lessee, licensee or perml~ttee to. the ex-
tent consistent with protection of the ma-
rine and coastal environments.

“(e) After the date of enactment of this

subsection, holders. of oil and gas-leases is-
sued pursuant to this Act shall not. be per-
mitted to flare natural gas from any well un-
less the Secretary finds that there is no prac-
ticable way to obtaln production or to con-
duct testing or workover operations. with
root flaring.”.
GEOLOGICAL AND GEOPHYSICAL EXPLORATION

SEc. 208. Section 11 of the Outer Con-
tinental Shelf Lands Act (BT SIBU 363, £3
US.C. 1331 et seq.) Is hereby amended to
read as follows:

“SEC. 11. No person shall conduct any type

of geological or geophysical exploratlons in -

the Outer Continental Shelf without a per-
mit issued Yy the Secretary. Each such per-
mit shall contain terms and conditions de-
signed to (1) prevent interference with ac-
tual operations under any lease maintalned
or granted pursuant to this Act; (2) prevent
interference with geophysical and geologlcal
exploratlon being conducted by the United
States under the authority of section 19 of
this Act; (3) prevent or minimize environ.
mental damage; and (4) require the permit-
tee to furnish the Secretary with coples of
all data (including geological, geophysical,
and geochemical data. well logs, and drill core
analyses) obtalned during such exploration.
. ENFORCEMENT

Sec. 207. Subsection 5(a) (2) of the Outer

. Continental Shelf Lands Act (

E3 U.S.C. 1331 et seq.) is hereby amended by
deleting the first sentence.

LAWS APPLICABLE TO THE OUTER CONTINENTAL
SHELF

SEC. 208. Paragraph (2) of subsection (a)

“of section 4 of the Outer Continental Shelf

Lands Act (B7T_Stat 462, EJ US.C. 1331 et
seq.) is amended by deleting the following
words: “as of the effective date of this Act”.

NEW SECTIONS OF OUTER CONTINENTAL SHELY
LANDS ACT

Sec. 209. The Outer Continental Shelf
Lands Act (E7T_StUT_762 E3J U.S.C. 1331 et
s5eq.) 1s hereby amended by adding the fol-
lowing new sections:

“OUTER CONTINENTAL SHELF LEASING PROGRAM

“Sec. 18. (a) Congress declares that it 18
the policy of the United States that.Quter
Continental Shelf lands determined to be
both geologically favorable for the accumu-
lation of oil and gas and capabie of support-
ing oil and gas development without undue
environmental -harm or damage should be
made available for leasing In a manner con-
sistent with national needs. -

“(b) The Secrétary is authorized and di-
rected to prepare and maintain a leasing
program to implement the policy set forth
in subsection (a) of this section. The leas-
ing program shall indicate as precisely as
possible the size, timing. and location of
leasing activity that will best meet national
energy needs for the ten-year period follow-
ing the promulgation of such a leasing pro-
gram In a manner consistent with subsection
(a) of this section and to—

*“(1) manage the Outer Continental Shelf

.in a manner which considers all of the eco~

nomic, social and environmental values of
the renewable and nonrenewable resources
contalned therein and the potential tmpact
of oil and gas exploration on other resource
values of the Outer Continental Shelf and
the marine and coastal environments;

*(2) schedule and location of exploration,
development and production of oil and gas
among the oil-and-gas-bearing physio-
graphic reglons of the Outer Continental

. Shelf, based on—

“(a) existing information concerning their
geographical, geological,"and ecological char-

acteristics; » 4 6 6 7
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“(B) thelr location with respect to, and
relative needs of, regional and national en-
ergy markets;

“{C) their location with respect to other
uses of the sea and seabed including fish-
erles, Intracoastal navigation, existing or pro-
posed sea lanes, potential sites of deepwater
ports, and other anticipated uses of the re-
sources and space in the Outer Continental
Shelf;

“(D) interest by potential oll and gas pro-
ducers in the development of oil and gad
resources as indicated by exploration, nom-
lnation or consultation;

“(E) laws, goals and policles of the af-
fected coastal States and adjacent coastal
States.

*“(3) schedule the timing and location of
leasing so that areas and regions with the
least potential for environmental damage
and impact on the coastal zone are leased
first, to the maximum extent practicable,
consistent with the determination of na-
tional needs;

“(4) schedule the timing and location of
leasing so as to allow development of the oil
and gas resources to keep pace with the
avallabllity of construction materials, tubu-
lar steel products and other equipment and’
materials required for exploration and de-
velopment of the resource;

“(6) receive fatr market value for the oifl
and gas resources held In trust for’ the
public.

“(c) The program shall Include estimates

.0f the appropriations and staffing required

by all Federal agencies and programs neces~
sary to—

“(1) conduct the geophysical exploration
and exploratory drillilng authorized and di-
rected by section 19 of this Act;

*(2) obtain resource information and any
other information needed to prepare the
leasing program required by this sectlon;

*(3) analyze and Interpret the exploratory
data and other information required prior
to offering tracts for lease;

“{4) conduct environmental baseline stud~
ies and prepare any environmental impact
statement required in accordance with Sec.
102(2) (C) of the National Environmental
Policy Act of 1969 (BI StAt. B8vd, £ US.C.
4321 et seq.); and

“(58) supervise operations under each lease
in the manner necessary to assure compli-
ance with the requirements of the law, the
regulations and the terms of the lease.”.

“FEDERAL’ OUTER CONTINENTAL SHELF OIL AND
GAS EXPLORATION PROGRAM

“Sec. 19. (a) The Secretary ls authorized
and directed to conduct a comprehensive
expioratory program designed to obtain suf-
ficlent data and information to evaluate the
extent, location and potential for developing
the oil and gas resources in the Outer Con-
tinental Shelf. This program shall be de-
signed to obtain the respurce information
necessary for determining whether commer-
cial quantities of oil and gas are present,
geographical extent of the field and estimates
of the recoverable reserves In order to pro-
vide a basis for—

‘(1) developing an oil and gas leasing and
development plan pursuant to Sectlon 20 of
this Act;

“(2) improving the information regarding
the value of public resources and revenues
which should be expected from leasing;

“(3) Iincreasing competition among pro-
ducers of oil and gas by providing data and
information to all potential bidders equally
and equitably; and

*(4) providing the publlc with information
on the extent and value of the public re-
sources being offered for sale.

“{b) The Secretary, through the United
States Geological Survey, is authorized to
conduct seismic, geomagnetic, gravitational,
geophysical, geochemical or stratigraphic
drilling, or to contract for or purchase the
results of such exploratory activities from
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commercial sources which may be needed to
implement the provisions of this section of
this Act. The Secretary i{s further authorlzed
to conduct or contract for such exploratory
drilling as necessary to prove the presence
of commerclal quantities of oll or gas, extent
ot the field and to obtain sufiiclent informa-
tion concerning the geology or seabed con-
ditlons which may affect the development of
the resources.

“(c) Nothing In this section of thls Act
ghall limit any person from conducting ex-
ploratory geophysical surveys including ssis-
mic, geomagnetic, gravitational, or geo-
physlcal surveys to the extent permitted by
section 11 of this Act as amended; providing,
however, that exploratory drilling shall not
be permitted by any person prior to award
of a lease other than a contractor of the
United States Government to provide services
pursuant to subsection (b) of this section.

“(d) The Secretary shall make available to
the public all data, iInformation, maps, inter-
pretations and surveys by appropriate means
which are obtalned directly by the Depart-
ment of the Interlor or under a service con-
tract pursuant to subsection (b) of this
sectlon; providing, however, that the Secre-
tary shall maintain the confidentiality of all

roprietary data or information purchased
rom commercial sources while not under
contract with the United States Government
for such period of time as is agreed to by
the parties. For the purpose of this subsec-
tion, subsection 552(b)(9) of title 5 of the

. United States Code shall not apply to geo-
logical and geophysical information and data,
including maps, concerning wells or other
related information acquired directly by the
Department or under a service contract pur-
suant to subsection (b) of this section.

‘“(c) All Federal departments or agencies
are authorized and directed to provide the
Secretary with any information or data that
may be deemed necessary to assist the Secre-
tary In implementing the exploratory pro-
gram pursuant to this section of this Act
Proprietary information or data provided to
the Secretary under the provisions of this
subsection shall remain confidential for such
period of time as agreed to by the head of
the department or agency from whom the in-
formation is requested. In addition, the
Secretary is authorized and directed to utilize

the existing capabllities and resources of -

other Federal departments and agencies by

ppropriste agreement..
"(t) The Secretary, in cooperation with

e Administrator of .the National Oceanic
and Atmospheric Administration, i1s directed
to prepare, publish and keep current a serles
of detafled bathymetric, geological, and geo-
physical maps of, and reports concerning,
the Outer Continental Shelf oll and gas re-
sources, based on data and Information com-
plled pursuant to this section of this Act.
Such maps and reports shall be prepared
and revised at Intervals of not more than
slx months, beginning January 1, 1976. Such
maps and reports shall be made avaflable on
a continulng basis to any person on request,

*“(g) Within six months after enactment of
this section, the Secretary and the Admin-
istrator of the National Oceanic and Atmos-
pheric Agency shall jointly develop and
transmit to Congress an implementation
plan for the oll and gas exploration pro-
gram authorized by this section of this Act,
inciuding procedures for making the data
and information avallable to the public pur-
suant to subsection (d) and maps and re-
ports to subsection (f) of this section of
this Act. The implementation plan shall in-
clude a projected schedule of exploratory

activities and identification of the reglons
and areas which will be explored under the
oil and gas exploration program during the
first five years following enactment of this
section. In addition, the implementation
plan shall include estimates of the appro-
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priations and staffing required to implement
the oil and gas exploration program. No ac-
tion taken to lmplement this subsection of
this Act as 1t pertains to the development
of the implementatlion plan for the ofl and
gas exploration program shall be considered
2 major Federal actlon for the purposes of
section 102(2) (C) of the National Environ-
mental Policy Act of 1972 (BEXIStat 853, E3
U.S8.C. 4321 et seq.).

*“(h) (1) The Secretary shall, by regulation,
establish procedures for determining areas
to be considered for exploratory dritling and
potential leasing. The ‘procedures shall in-
clude but not be limited to consultation (A)
with the oll and gas industry; and (B) with
State and local governments within the
coastal States and adjacent coastal States
which would be aflected by subsequent leas-
ing and development of the proposed area or
region.

“(2) The' Secretary shall, in determining

areas to be selected for exploratory drilling,
coordinatc the oil and gas exploratory pro-
gram provided for by this section of this Act
with coastal management programs being de-
veloped by =any coastal State or adjacent
ccastal .States and for approval pursuant to
section 305 of the Coastal Zone Management
Act of 1972 (BESiat T2A0, [H US.C. 1451 et
seq.) and the coastal zone management pro-
grams of any State which has been approved
pursuant to sectlon 306 of that Act.
* *(3) The Secretary shall publish in the
Federal Register a minimum of 120 days prior
to the commencement of exploratory drilling
in any area or region detalled information
which includes but is not limited to (A) loca-
tlon of proposed drilling activities; and . (B)
time schedule for commencement and com-
pletion of drilling.

‘“(4) The selection and determination of
areas for exploratory drilling and potential
leasing shall be considered a “major Fed-
eral action” for the purpose of compliance
with section 102(2) (c) of the National En-
vironmental Policy Act of 1969.

“(1) The Secretary shall include in the
annual report required by section 15 of this
Act, Information concerning the carrying out
of the Secretary’s dutles under this section,
and shall include as & part of each such re-
port a summary of the current data for the
period covered by the report.

‘‘(J) There are hereby authorized to be
appropriated ©200,000,000 to carry out the
purposes of thls section of this Act during
fiscal years 1976 and 1977, to the Secretary
and to appropriate Federal agencles having
responsibilities under this section of this
Act.”. ©

“OUTER CONTINENTAL SHELP LEASING AND

DEVELOPMENT PLAN

“Sec. 20. (a) (1) The Secretary is author-
1zed and directed to transmit a leasing and
development plan to Congress at least 80
calendar days prior to announcing the invita-
tion to bid on each tract in which oil or gas
are found in commercial quantities. Each
leasing and development plan shall be
deemed approved and the Secretary shall be
authorized to proceed with sale of the pro-
posed lease tracts under”the provisions of
applicable laws and regulations unless be-
tween the date of transmittal and the end
of the 90-day period, either House passes a
resolution stating in substance that the
House does not favor the leasing and develop-
ment plan and setting out the reasons for the
disapproval.

“(2) For the purpose of subsection (a)(1)
of this section of this Act—

“(A) continulty of session is broken only
by an adjournment of Congress since die; and

“(B) the days on which elther House is
not In session because of an adjournment of
more than 3 days to a day certain are ex-
cluded in the . computation of the 80-day
period.

“(b} BEach leasing and development plan
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required by subsection (a) of this section
shall include but not be limited to—

“(1) extent of the resources contalned
within the tracts proposed for sale;

“(2) location of the tracts in reference
to other coastal and offshore activities, in-
cluding other oil and gas developments or
potential developments nearby:

*(3) estimates of thé volume of recover-
able reserves within the tract proposed for
sale based on information derlved from the
oil and gas exploration program authorized
by section 19 of this Act;

*(4) current market value of the oil and
gas based on estimates of the recoverable
volume in the tract proposed for sale under
the development plan;

“(5) cost ot producing the recoverable oll
and gas under the proposed development
plan; .
*“(8) anticipated lacation of production
units, offshore support facilities, and right-
of-ways and number of pipellnes and other
infrastructure necessary to produce and
transport oll and gas from the proposed lease
tract;

“(7) capacity of onshore facilities and
infrastructure at the point of entry Into a
coastal State or adjacent coastal State of the
oll or gas produced within each proposed
tract estlmated to the extent possible;

*(8) assessment of the need for new on-
shore facllitles or Infrastructure that may
be reqiiired to handle the oil or gad produced
from the proposed lease tracts or otherwise
to support operations within the proposed
lease tract;

“(9) exceptional, unique, or unusual con-
ditlons In the proposed lease tract which
may require special treatment or precautions
to protect the environment or insure the
safe development and production from the
tract;

“(10) expected rate of development and
production if the proposed tract is leased;

*“(11) proposed impact on the economic,
social and Institutional structure of the
affected coastal States and adjacent coastal
States; and

“(12) certification of the consistency of
the projected development of the proposed
lease tract in accordance with the provisions
of sectlon 307 of the Coastal Zone Manage-
ment Act of 1973 (BEStat 1280, [@ US.C.
1451 et seq.), or where inconsistencles exist,
these shall be noted in the leasing and de-
velopment plan.

“(c) (1) Fhe Secretary shall submit the
proposed leasing and development plan to
the Governors of the affected coastal States
and adjocent coastal States for comment at
least 60 days prior to transmittal to Con-
gress pursuant to subsection (a) of this sec-
tion. At any time prior to the submiszion of
the leasing and development plan to Con-
gress a Governor may request the Secretary
to postpone leasing and development of the
proposed tracts for a period not to excezd
three years following the date proposed for
sale In the leasing and development plan it
the Governor determines that the proposed
lease will result in adverse environmental or
economic impacts or other damage to the
State or the residents thereof. In the event
of any such request, the Secretary shall post-
pone the transmittal of the leasing and de~
velopment plan to Congress untll proceeds
ings under this subsection are completed.

“(2) The Secretary shall, not later than
30 days from receipt of such request:

“(A) grant the request for postponement;
or

“(B) provide for & shorter postponement
than request provided that such period of
time is adequate for study and provision to
ameliorate any adverse economic or environ-
mental effects or other damage and for con=-
trolling secondary soclal or economic impacts
assoclated with development of Federal
energy resources in, or on, the OQuter Con-
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tinental Shelf adjacent-to the submerged
lands of such State; or

“(C) deny the request for postponement
if he finds that such postponement would
not be consistent with the national policy
or the national interest as expressed in sec-
tion 3 of this Act.

“(3) The comments received from the
Governors of the affected coastal States and
adjacent coastal States shall accompany the
proposed leasing and development plan when
transmitted to Congress. In the event that
postponement was requested by any Gover-
nor, all correspondence, information and
data pertaining to the request for postpone-
ment shall be made part of the record and
shall accompany the leasing and develop-
ment plan when transmitted to Congress.

(d) Al environmnetal impact statements
relevant to the leasing and development plan
for the proposed tract, area or region which
are prepared pursuant to section 102(2) (C)
of the nvironmental Policy Act of
1969 ( U.S.C. 4321 et seq.) shall

accompany the development and leasing plan-

when transmitted to Congress as required
by subsection (a) of this section.

“(e) There are hereby Auhtorized to be
sppropriated to the Secretary such sums as
are necessary to carry out the purposes of
this sectlon during fiscal years 1976 and
1977.”.

#EVIRONMENTAL YMPACT ASSESSMENT AND
MONTITORING

“Sec. 21, (a) The National Oceanic and
Atmospheric Administration shall be cone
sldered the “lead agency” for the purpose of
' complying with the requirements of the Na-
tional Environmental Policy Act of 1969 (B3
EIAt H57, I U.S.C. 4321 et seq.) as that Act
.pertains to the implementation of all sec-
" tlons of this Act.
¢ “(6) Prior to formulation of the leasing
and development plan as required by section
20 of this Act, the Administrator of the Na-
tional Oceanic and Atmospheric Administra-
tion (hereinafter referred to as “Adminis-
trator’), in consultation with the Secre-
tary, shall conduct a study of the area or
reglon involved to establish baseline informa-
tion concerning the status of the marine and
coastal environment of the Outer Con-
tinental Shelf and the . coastal zone which
may be affected by oil and gas development,
The study shall include, but not be limited
#to, background concentrations of hydro-
carbons in water, sediments and organisms;
background concentrations of trace metals
in water, sediments, and organisms; classi-
fication and characterization of benthic and

e S

planktonic communities; description of the .

relationship and state of marine organisms
and abtotic components including sediments;
and other physical and chemical character-
istics of the marine environment such as
conductivity, temperature, micronutrients,
dissolved oxygen and other factors which de-
termine the productivity and quality of the
marine environment. L

“(c) The environmental impact statements
related to the otl and gas exploration pro-
gram authorized by section 18, and the leas-
ing and development plan required by sec-
tion 20 of this Act pursuant to section 102(2)
(C) of the National Environmental Pollcy
Act of 1969 (B3 Bfat—859, B3.US.C. 4321 et
seq.), shall include, but shall not be limited
to—

(1) description of the marine and coastal
environments affected as they exist prior to
proposed leasing and development;

“(2) interrelationships and cumulative en-
vironmental impacts of development of the
proposed lease tract in relation to possible
future oll and gas developments or the sit-
ing of other energy facilities in the Outer
Continental Shelf or in the adjacent coastal
zone; -

“(8) population and growth characteristics

of the affected coastal States or adjacent
coastal States and identification of any as-
sumptions used to project the impact of pro-
posed development of offshore oil and gas
resources on population and growth, includ-~
ing an assesment of the effect of any possi-
ble change in population patterns or growth
upon the resource base including land use,
water, and public services;

“(4) relationship of the proposed leasing
and development of oil and gas to exlst«
ing or developing coastal zone management
plans of the affected coastal States and ad-
Jacent coastal States developed in accord-
ance with the Coastal Zone Management
Act of 1972 ( [@ U.S.C. 1461 et
seq.), including the notation of any incon-
sistencles between the proposed exploration
or development and such coastal zone man-
agement plans;

“(6) -probable impact of the proposed ex-
ploration or development on the marine and
coastal environments, Including secondary
or indirect impacts as well ag primary or di-
rect {impacts;

“(8) negative effects of the proposed ex-
ploration or- development as they may af-
fect both the national and international en-
vironment;

“(7) unavoldable adverse environmental
effects including but not limited to air pol-
lution, water pollution, undesirable land use
patterns, damage to ecosystems and threats
to health;

“(8) extent to which the proposed ex-
ploration or development involves tradeoffs
between short-term environmental gains at
the expense of long-term losses, or, -as the
case may be, the reverse tradeoffs; and

“(9) any irreversible and irretrievable com-
mitments of resources that would be in-
volved In the proposed exploration or devel-
opment should 1t be implemented.

“(d) Subsequent to leasing and develop-
ment of any area, reglon or tract under
the Buthority of this Act, the Administrator

shall monitor the marlne and coastal en-

vironment of the areas affected In a man-
ner designed to provide time-series data and
trend information which can be- compared
with baseline data and previously collected
data for the purpose of identifying signifi-
cant changes in the quality and producti-
vity of the environment.

“(e) The Administrator shall, by regula-
tion, establish procedures to implement base-
line studies, undertake environmntal impact
assessments, monitor the affected areas and
compile environmental impact statements
authorized by this section of this Act.q

“(f) The Administrator shall designate
which coastal States are to be considered as
‘adjacent coastal States’ for the purposes
of this Act within 60 days after recelving
notice from the Secretary of an intent to
proceed with exploratory drilling pursuant

to section 19 of this Act. The Administrator -

shall designate as an ‘adjacent coastal State’
any coastal State in which

“(1) he determines that there i1s a sub-
stantial risk of serious damage, because of
such factors as prevalllng winds and cur-
rents, to its coastal®or marine environment
as a result of oil spills, blowouts, or release
from vessels, plpelines or other transhipment
facilities; or

“(2) he determines that new facilitles will
be required within the State to provide di-
rect support to/offshore oil and gas deevlop-
ment under the proposed leasing and devel-
opment plan., Such facilities shall include
but ‘not be limited to: harbor services and
supply bases for vessels operating between
the shore and the proposed offshore oil and
gas lease tracts; oll production platform
construction sites; oill or gas tank storage
facilities; terminals for tankers or barges
transporting ol or gas from production wells
within the proposed lease tracts; natural
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: gas treatment facilities and refineries utilize

Ing crude oil or natural gas extracted from .

the proposed lease tracts.

“(g) The Administrator may determine
that a coastal State s an ‘adjacent coastal
State’ for the purpose of this Act at any
time during the life of the proposed lease if
he finds that the criteria under subsection
(e) ot this section apply.

“(h) There I8 hereby authorized an ap-
propriated to the Administrator such sums
as are necessary to carry out the purposes and
functions of this section of this Act during
fiscal years 1976 and 1977.”

SAFETY REGULATIONS FOR OIL AND GAS
OPERATIONS

“SEC. 22. (a) It is the policy of this section
to ensure, through proved technigues, max-
{mum precautions, and maximum use of the
best avatlable technology by well-trained
personnel, the safest possible operations In
the Outer Continental Shelf. Safe operations
are those which minimize the likelihood of
blowouts, loss of well control, fires, spillages,
releases, or other occurrences which may

cause damage to the environment, or to

property, or endanger human life or health.

“(b) (1) The Secretary of the Department
in which the Coast Guard is operating with
the concurrence and advice of the Adminis-
trator of the Environmental Protective
Agency, the Administrator of the National

- Oceanic and Atmospheric Administration,

and the Secretary shall develop, promulgate,
and periodically revise safety regulations for
operations in the Outer Continental Shelf, to
implement to the extent possible the policy
of subsection (a) of this section. Within one
year after enactment of this section, the Sec-
retary of the Department in which the Coast
Guard is operating shall complete a review of
exlsting safety regulations, consider the re-

-sults and recommendations of the study au-

thorized In subsection (c) of this section,
and promulgate a complete set of safety
regulations (which may incorporate Outer
Continental Shelf Orders) applicable to op-
eratlons in the Outer Continental Shelf or
any region or areas thereof. The Secretary of
the Department in which the Coast Guard i3
operating shall repromulgate any safety
regulations in effect on the date of enact-
ment of this section which that Secretary
finds should be retained. No safety regula-
tions promulgated pursuant to this subsec-
tion shall reduce the degree of safety or pro-
tection to the environment afforded by safety
regulations previously In effect.

“(2) In promulgating regulations under
this section, the Secretary of the Department
in which the Coast Guard is operating shall
require on all new drilling and production
operations, the use of the best available
technology wherever fallure of equipment
would have a substantial effect on public
health, safety, or the environment.

“INSPECTIONS AND ENFORCEMENT OF SAFETY

REGULATIONS

“Sec. 23.-(a) (1) The Secretary of the De-
partment in which the Coast Guard is oper=-
ating shall enforce the safety and environ-
mental protection regulatlons promulgated
under section 22 of this Act. The Coast
Guard shall regularly inspect all operations
authorized pursuant to this Act and strictly
enforce safety regulations promulgated pur-
suant to this Act and other applicable laws,
rules and regulations relating to public
health, safety, or environmental protection.
All holders of leases under this Act shall al-
low prompt access at the site of any opera-
tions subject to safety regulations to any in-
spector, and provide such documents and
records that are pertinent to public health,
safety, or environmental protection, as the
Coast Guard may request.

“(2) The Secretary of the Department
in which the Coast Guard is operating shall

~
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promulgate regulations within 90 days of the
enactment of this section to provide for—
“(A) physical observation at least once
each year by an inspector of the installation
or testing of all safety equipment designed
to prevent or ameliorate blowouts, fires,
gpillages, or other major accldents; and .
.*(B) periodic onsite inspection without
advance notice to the lessee to assure com-
pliance with public health, safety, or en-
vironmental protection regulations.

“(3) The Becretary of the Department in -

which the Coast Guard is operating shall
make an investigation and public report on
all major fires and major oll spillage oc-
curing as a result of operation pursuant to
this Act. For the purpose of this subsection,
a’ major oll spillage is any spillage in one
instance of more than two hundred barrels
of oll over a period of 30 days or of fifty
barrels over a single period of twenty-four
hours; Provided, that an Investigation and
report of a lesser oll spillage may be initiated
at the discretion of the Secretary of the

Department in which the Coast Guard 1s-

operating.

“(4) For the purposes of carrying out their
responsibilities undér this section, the Sec-
retary of the Department in which the Coast
Guard is operating may by agreement utilize
with or without reimbursement the services,

ersonnel, or facilities of any Federal agency.

“(b) The Secretary shall, after consulta-
tion with the Secretary of the Department in
which the Coast is operating, include in his
annual report to Congress required by sec-

* tion 15 of this Act the number of violations
of safety regulations found, the names of
the violators, and the actlion taken thereon
pursuant to section 24 of this Act.

“(c) The Becretary of the Department in
which the Coast Guard 18 operating shall
submit to the Congress an annual report on
the enforcement responsibllities assigned
that Department under this Act Including,
but not limited to—

*“{1) the number and locatlon of any
Eknown oil spillages, estimates of the amount
of oll released, cause of the splllage when
known, remedial action which may be taken
to avoid future spillages of a similar nature,
cost of cleaning up the spilled oil, assessment
of damage done to the marine and/or coastal
environment, and other information which
may be useful in reducing the likelthood or
future occurrences;

“(2) identity of violators, setting out any

gal actlon taken under section 24 of this

ct, and such penalties as may result there-
from; and

*(3) recommendations for legislation or
authority deemed necessary to improve the
enforcement of the laws, rules or regulations
pertaining to the administration of this Act.

“(d) The Secretary of the Department in
which the Coast Guard is operating shall
consider any allegation from any person of
the existence of a violation of any safety
regulations issued under this Act. The Sec-
retary of the Department in which the Coast
Guard Is operating shall answer such allega-
tions within 90 days after recelpt thereof,
stating whether or not such alleged viola-
tions exist and, if so, what sction has been
taken.

*“(e) In any investigation directed by this
section the Secretary of the Department In
which the Coast Guard Is operating or the
Secretary shall have power to summon before

them or thelr designees witnesses and to re-
quire the production of books, papers, docu- .
ments, and any other evidence. Attendance .
-of witness or the production of books, pa- .

pers, documents, or any other evidence shall
be compelled by a similar process as in the

® United States district court. In addition, they
or their designees shall administer all nec-
essary oaths to any witnesses summoned be-
fore such investigation.”

“REMEDIES AND PENALTIES

“Sec. 24. (a) At the request of the Secre-
tary of the Department in which the Coast
Guard is operating, the Attorney General or
any United States Attorney of the jurisdic-
tion In which a violation occurred shall In-
stitute a civil action in the district court
of the United States for the district in which
the affected operation Is located for a re-
stralning order or injunction or other appro-
priate remedy.to enforce any provision of
this Act or any rule, regulation or order
issued under the authority of this Act.

“(b) X any person shail fail to comply
with any provision of this Act, or any regu-
lation or order issued under the authority
of this Act, after notice of such fallure and
expiration of any period allowed for cor-
rective action, such person shall be liable for
a civil penalty of not more than $50,000 for
each and every day of the continuance of
such faflure. The Secretary may assess, col-
lect, and compromise any such penalty. No
penalty shall be assessed until the person
charged with a violation shall have been
given an opportunity for a hearing on such
charge.

“(c) Any person who knowingly and will-
fully violates any provision of this Act, or
any rule, regulation or order issued under
the authority of this Act designed to protect
public health, safety, or the environment or
conserve natural resources or knowingly and
willfully makes any false statement, repre-
sentatlon, or certification in any application,
record, report, plan, or other document filed
or required to be maintained under this Act,
or who knowingly and willfully falsifies,
tampers with, or renders inaccurate a moni-
toring device or data recorder required to be
maintained under this Act or knowingly and
willfully reveals any data or information re-
quired to be kept confidentlal by this Act,
shall, upon conviction, be punished by a fine
of not more than $100,000, or by imprison-
ment for not more than one year, or both.
Each day that a violation continues shall
constitute a separate offense.

‘“(d) Whenever a corporation or other
entity violates any provision of this Act, or
any rule, regulation or order issued under
the authority of this Act, any officer, or
agent of such corporation or entity who
knowingly and willfully authorized, ordered
or carried out such violation shall be subject
to the same fines or imprisonment as pro-
vided for under subsection (c) of this section.

" “(e) The remedles prescribed in this sec-
tion shall be concurrent and cumulative and
the exercise of one does not preclude the
exercise of the others. Further, the remedies
prescribed in this section shall be in addition
to any other remedies afflorded by any other
law, rule and regulation.”.

“CITIZEN SUITS

“Sec. 25. (a) Except as provided in sub-
section (b) of this section, any person having
an Interest which is or may be adversely
affected may commence a civil action on his
own behalf—

‘(1) against any person including—

“(A) the United States, and

“(B) any other governmental instrumen-
tality or agency to the extent permitted by
the eleventh amendment to the Constitution
who is alleged to be In violation of the
provisions of this Act or the regulations
promulgated thereunder, or any permit, 1i-
cense, or lease issued by the Secretary;

“(2) against the Secretary where there is
elleged a failure of the Secretary to perform
any act or duty under this Act which is
not discretionary with the Secretary.

“(b) No ection may be commenced—

*“(1) under subsection (a)(1) of this sec-
tlon—

*(A) prior to sixty days after the plaintiff
has given notice In writing under oath of
the violation (1) to the Secretary, and (l)
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to any alleged violator of the provisions of
this Act or any rules or regulations prom-
ulgated thereunder, or any permit, license
or lease 1ssued thereunder; ,
-*(B) {f the Secretary has commenced and .
is diligently prosecuting a civil action in a
court of the United States to require com-
pliance with the provisions of this Aot, or
the regulations thereunder, or the lease, but
in any such action in a court of the United
States any person may intervene as a matter
of right; or

‘“(2) Under subsection (8) (2) of this sec-
tlon prior to 60 days after the plaintiff has
given notice In writing under oath of such
action to the Secretary, in such manner as
the Secretary shall by regulation prescribe,
except that such action may be brought im-
mediately after such notification in the case
where the violation complained of, consti-
tutes an imminent threat to the health or
safety of the plaintiff or would immediately
affect a legal interest of the plaintiff.

“{c) In any action under this section, the
Secretary, If not a party, may intervene as
a matter of right.

“(d) The court, In issuing any final order
in any action, brought pursuant to subsec-
tion (a) of this section, may award costs of
1itigation Including reasonable attorneys fees
to any party, whenever the court determines
such award Is appropriate. The court may, if
a temporary restraining order or prellminary
injunction is sought, require the flling of a
bond or equivalent security in accordance
with the Federal Rules of Civil Procedure.

“(e) Nothing in this section shall restrict
any right which any person or class of per-
sons may have under this or any statute or
common law to seek enforcement of any of
the provisions of this Act and the regula-
tions thereunder, or to seek any other relief,
Including relief against the Secretary.”.

““LIABILITY FOR OIL SPILLS

“SEc. 26. (a) Any person In charge of any
ofll and/or gas operations In the Outer Con-
tinental Shelf, as soon as that person has
knowledge of a discharge or spillage of ofl
from any operation, shall immedlately notify
the nearest Coast Guard installation, of such
discharge. Any such individual who falls to
notify an appropriate agency of the United
States Government Immediately of such dis-
charge shall, upon conviction, be fined not
more than 10,000 or imprisoned for not more
than one year, or both. Notlification received
pursuant to this subsection, or informa-
tion obtained by the use of such notification,
shall not be used against any such individual
in any criminal case, except a prosecution for
perjury or for giving a false statement.

“(b) (1) Whenever any oil or natural gas
is discharged or spilled as a result of an op-
eration on the Outer Continental Shelf, the
Secretary for the Department in which the
Coast Guard is operating shall remove or
arrange for the removal of such ofl or nat-
ural gas as soon as possible, unless that
Becretary determines such removal will be
done properly and expeditiously by the les-
see Or permittee of the operation from which
the discharge occurs.

“(2) removal of oil or natural ges and
actlons to minimize damage from oll and
natural gas discharges shall, to the greatest
extent possible, be In accordance with the
National Contingency Plan for removal of
oll and hazardous substances established
pursuant to section 311(c) (2) of the Federal
Water Pollution Control Act, as amended
(B8—Stut 8623, B3 U.S.C. 1321 et seq.).

“(3) whenever the Secretary of the De-
partment._in which the Coast Guard is op-
erating acts to remove a discharge or spll-
lage of oil or natural gas pursuant to this’
subsection, he iIs authorized to draw upon
money avallable in the Offshore Oil Pollu-
tion Settlements Pund established pursuant
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to subsection (¢) of this section Such money
shall be used to pay promptly for all clean-
up costs incurred by the United States Gov-
ernment in removing or in minimizing dam-
age caused by such oil or natural gas spil-
lage of discharge. -

“(3) Strict liability for all claims arising
out of any one incldent shall not exceed
$100,000,000. The holder shall be liable for
the first $7,000,000 of such claims that are
allowed. The fund shall be liable for the bal-
ance of the claims that are allowed up to
$100,000,000. If the total claims allowed ex-
ceed $100,000,000, they shall be reduced pro-
portionately. The unpald portion of any
claim may be asserted and adjudicated under
other applicable Federal or State law.

“(4) In any case where liability without
regard to fault 1s imposed pursuant to this
subsection, the rules of subrogation shall ap-~
ply in accordance with the laws of the State
in which such damages occurred: Provided,
however, That in the event such damages
occurred outside the jurisdiction of any
State, the rules of subrogation shall apply
in accordance with the laws appllcable pur~
suant to section 4 of this Act.

“{5) The Ofishore Oll Pollution Settle~
ments Fund is hereby establiished as a non-
profit corporate entity that may sue and be
sued In its own name. The fund shall be
administered by the holders of leases issued
under this Act under regulations prescribed
by the Secretary. The fund shall be subject
to an annual audit by the Comptroller Gen~
eral, and a copy of the audit shall be sub-~
mitted to the Congress. Clalms allowed

agalnst the fund shall be pald only from_,

moneys deposited in the fund.

*“(6) There Is hereby Imposed on each bar~
rel of oll produced pursuant to any lease is-
sued or maintained under this Act a fee of
21, cents per barrel. The fund shall collect
the fee from the lessees or their assignees.
Costs of adminlstration shall be paid from
the money collected by the fund, and all
sums not needed for administration and the
satisfaction of claims shall be invested pru-
dently in income producing securities ap-
proved by the Secretary. Income from such
securities shall be added to the principal of
the fund.

“(7) Subject to the limitation contained
in subparagraph (3) of this subsection, if the

fund is unable to satisfy.a claim asserted ~

and finally determined under this subsection,
the fund may borrow the money needed to
satisfy the claim from any commercial credit
source, at the lowest available rate of Inter~
est, subject to the approval of the Secretary.

“(8) No compensation shall be paid under
this subsection unless notice of the damage is
given to the Secretary within three years
following the date on which the damage
occurred.

“(9) Payment of compensation for any
damage pursuant to this subsection shall be
- subject to the holder or the fund acquiring
by subrogation all rights of the claimant to
recover for such damages from any other
person.

“(10) The collection of amounts for the
fund shall cease when $100,000,000 has been
accumulated, but shall be renewed when the
accumulation in the fund falls below
$85,000,000. The fund shall insure that col-
lections are equitable to all holders of lease
or right-of-way.

“(11) The several district courts of the
United States shall have jurisdiction over
claims against the fund.

“(c) If any area within or without a lease
granted or maintained under this Act is pol-
luted by any discharge or spillage of oil from
operations conducted by or on behalf of the
holder of such lease, and such pollution dam-
ages or threatens to damage aquatic life,
wildlife, or public or private property, the
control and removal of the pollutant ghall be
at the expense of such holder, including ad-

ministrative and other costs incurred by the
Secretary or any other Pederal or State officer
or agency. Upon failure of such holder to ade-
quately control and remove such pollutant,
the Secretary in cooperation with other Fed-
eral, State, or local agencies, or In cooperation
with such holder, or both, shall have the
right to accomplish the control and removal
at the expense of the holder.

“(d) The Secretary shall establish require-
ments that all holders of leases issued or
maintained under this Act shall establish and
maintain evidence of financial responsibility
of not less than 7 million. Financial respon-
sibility may be established by any one of, or
a combination of, the following methods ac-
ceptable to the Secretary: (A) evidence of in-
surance, (B) surety bonds, (C) qualification
as a self-insurer, or (D) other evidence of
financlal responsibility. Any bond filed shall
be issued by a bonding company authorized
to do business in the United States.

“(¢) The provisions of this section shall
not be interpreted to supersede section 311 of
the Federal Water Pollution Control Act
Amendments of 1972 or preempt the field of
strict liability or to enlarge or diminish the
authority of any State to impose additional
requirements.

““RESEARCH AND DEVELOPMENT

“Sgc. 27. (a) The Secretary of the Depart-
ment in which the Coast Guard is operating
1s authorized and directed to carry out a
research and development program designed
to improve safety of operations related to
exploration and development of the oil and
‘gas resources of the Outer Continental Shelf
where similar programs are not presently
being conducted by a Federal department or
agency and where the Secretary determines
that such research and development is not
being adequately conducted by any other
public or private entity including but not
limited to— .

“(1) downhole safety devices;".

“(2) methods for reestablishing control of
blowing out or burning wells; .

“(3) methods for containing and cleaning
up olil spills;

“(4) improved flow detection systems for
undersea pipelines.

“(b) The Secretary of the Department in
which the Coast Guard is operating shall
establish equipment and performance stand-
ards for oil spill cleanup operations. Such
standards shall be coordinated with the Na-
tional Oil and Hazardous Substances Pollu-~
tion Contingency Plan, and reviewed by the
Administrator of the Environmental Protec-
tlon Agency, and the Administrator of the
National Oceanic and Atmospheric Admin-~
istration.

“(c) The Administrator of the National
Oceanlc and Atmospheric Administration, in
cooperation with the Secretary of Navy, the
Secretary of the Department in which the
Coast Guard Is operating, and the Directors
of the National Institutes of Occupational
Safety and Occupational Health, shall con-
duct studies of underwater diving techniques
and equipment suitable for protection of
human safety.”.

“DETERMINATION OF BOUNDARIES

“Sgc. 28. Within one year following the
date of enactment of this section, the Presi-
dent may establish procedures for settling
any outstanding boundary disputes, includ-
ing international boundaries between the
United States and Canada and between the
United States and Mexico, and establish con-
tiguous boundaries between adjacent States,
as directed in section 4 of this Act.”.
“MORATORIUM ON LEASING IN FRONTIER AREAS

‘SEC. 29. (a) Immedlately upon the date of
enactment of this section there shall cease
any additional leasing of tracts for the pur-
pose of developing oil and gas under the
authority of the Outer Continental Shelf
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Lands Act (BT Stat 263, g3 U.S.C. 1331 et seq.) -
in all regions and areas where there has been .
no previous development of oil and gas on
the Outer Continental Shelf or other areas
where geological or environmental conditions
make oll and gas development hazardous
(hereinafter referred to as “Frontier areas’) ¢
to wit, the areas known as Georges Bank;
Baltimore Canyon; Blake Plateau; and the
portion of the Florida Embayment in the
Atlantic Ocean; Southern California, includ- -
ing the Santa Barbara Channel; and Guilf of
Alaska. To the.extent that leasing has com-
menced in these areas under the present
rules and regulations In force, the Secretary
of the Interior shall terminate negotlations
with regard to all tracts which have been
nominated for sale, are in the process of being
nominated for sale, or have been designated
for sale.

(b) This moratorium shall continue in any
area until such time as the Federal Outer
Continental Shelf Oll and Gas Exploration
Program 1s implemented in that area pur-
suant to section 19 of the Outer Continental
Shelf Lands Act and the frontier areas are .
explored as provided for; and Congress hag
concurred by its silence with an Outer Con-~
tinental Shelf Leasing and Development Plan
for that area submitted in compliance with

- section 20.of this Act.

TITLE III—MISCELLANEOUS PROVISIONS PIPE-
LINE BAFETY AND OPERATION

Sec. 301, (a) The Secretary of Transpor-
tatlon In cooperation with the Secretary of
Interior, is authorized and directed to report
to the Congress wtihin 60 days after enact-
ment of this Act on appropriations and staff-
ing needed to monitor pipelines on Federal
lands and ‘the Outer Continental Shelf so as
to assure that they meet’all applicable stand- .
ards of construction, operation, and main-
tenances.

(b). The Secretary of Transportation, in
cooperation with the Secretary of the In~-
terior, 1s authorized and directed to review
all laws and regulations relating to the con-
struction, operation, and maintenance of
pipelines on Federal lands and the Outer
Continental Shelf and report to Congress
within one year after enactment of this Act
on adminijstrative changes needed and rec-
ommendations for new legislation.

{c) One year after the date of the enact-
ment of this Act, the Interstate Commerce
Commission and the Secretary of Transpor-
tation shall submit to the President and the,
Congress a report on the adequacy of exist
ing transport facllitles and regulations to
facilitate distribution of oil and gas resources
of the Quter Continental Shelf. The report
shall include recommendations for changes
in existing legislation or regulations to facil-
itate such distribution.

REVIEW OF SHUT-IN OR FLARING WELLS

SEC. 302. (a) Within six months after en~
actment of this Act, and each year there~
after, the Secretary shall submit a report to
Comptroller General and the Congress list-
ing all shut-in oil and gas wells and wells
flaring natural gas on leases {ssued under the
Outer Continental Shelf Lands Act. The re-
ports shall indicate why each well is shut-in
or flaring natural gas, and whether the Sec-
retary intends to require productton or order
cessation of flaring.

(b) Within six months after receipt of the
Secretary’s reports, the Comptroller General
shall review and evaluate the reasons for
allowing the wells to be shut-in or to flare .
natural gas and submit his findings and rec-
ommendations to Congress. -

BIDDING SYSTEM STUDY

Sgg. 303, Within one year after the date

of enactment of this Act, the Secretary of the
Interior, in consultation with the Comptroller
General, shall prepare and publish a report
with recommendations for achieving an
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equitable system of lease sales while maxi-
mizing production and revenues from the
leasing of Outer Continental Shelf lands, and
shall include a plan for implementing recom-
mended administrative changes and legisla-
tive proposals. Such report shall include but
not be limited to the consideration of the
following—

(1) competitive bidding systems provided
in section 8 of the Outer Continental Shelf
Londs Act as amended by this Act;

(2) measures to encourage ‘entry of new
competitors; and

(3) measures to Increase supply to mde-
pendent refiners and distributors.

NATIONAL STRATEGIC ENERGY RESERVE STUDY*

Sec. 304. The Secretary of the Interior, in

consultation with appropriate Federal offi-

clals, shall determine the extent and location”

of the oil and gas deposits held in reserve by
the United States Government. The Secre-
tary shall study the most appropriate means
of developing a National Strategic Energy
Reserve in the national interest. Included in
the study shall be an assessment of the feasi-
bility of establishing areas In the Quter Con-
tinental Shelf as strategic reserves, and the
plausibility of developing certain existing
onshore naval petroleum reserves for com-
mercial production in exchange for designat-
ing comparable offshore oll and gas reserves
as a Natlonal Strategic Energy Reserve. The
Secretary shall consult with other PFederal
agencies and departments and nongovern-
mental authorities in conducting such study.
The Secretary shall report to the Congress by
July 1976 the results of such study.

RELATIONSHIP TO EXISTING LAW

Sec. 305. Except " as otherwise expressly’
provided herein, nothing in this Act shall be.

construed to amend, modify, or repeal any
provisions fo the Coastal Zone Management
Act of 1972 or the National Environmental
Pollcy Act of 1969,

BSTATEMENT BY SENATOR MATBIAS

Mr. President, over the last two years the
Congress has become. increasingly involved
with the development of oll and gas re-
sources on the OQuter Continental Shelf.
Prior to that time, little attention had been

. pald to this subject and leasing and produc-

tlon took place for many years under out-
dated legislation and with only a casual
glance from regulatory agencles. Even
though " Congress has been concerned for
these last two years with the Outer Con-
‘inental Shelf, there has been no significant
revision of the laws which govern this area.

In the last days of the second session of
the 93d. Congress, the Interlor Committee
reported the Energy Supply Act of 1974 to
the Senate fioor for consideration and this
wos passed after conslderable debate and
amendment. There was no time to have that
legisiation or parallel legislation considered
in the House before the end of the 93d.
Congress. Though this disappointed some
Senotors at the time, 1t may have been a
blessing, as we now have 8 much fuller view
of what should be included in any compre-
hensive measure governing OCS develop-
ment.

I know 1t 1s the Intention of the Senate
Interior Committee to report out legislation
on this subject in the very near ruture and
I gpplaud that intention.

While I consider 1t unwise to undertake
leasing in frontler areas' withdut amending
the Outer Continental Shelf Lands Act, I
elso recogmze that Congress has a respon-
€ibility to quickly enact the necessary leg-
islation. I am very pleased, therefore, to
Joint Senator Holilngs and others {n intro-
ducing comprehensive legislation to govern
leasing and production on the Outer Con-
tinental Shelf. The legislation we introduce
today will provide a program which is sen-
sitive to America’s long-term. energy need
but at the same time mindful of the delicate

CONGRESSIONAL RECORD — SENATE .

coastal zone environment in which OCS

““development must necessarily occur.

I am pleased to have played a conslder-
able part in Congress’ Increased involve-
ment in the OCS. As the Appropriations
Committee representative on the National
Ocean Policy Study, I have had a full op-
portunity to represent Maryland as this
legislation has taken form. The State of
Maryland has a significant stake Iin what
decisions we in the” Congress make. Al-
though Maryland has a relatively small At-
lantic coastllne, that coastline 1s certalnly
among the state’s most important assets,
Assateague 1S one of the last undeveloped
barrier islands on the East Coast and we
have fought too many long-and difficult leg-
isiative battles to see that island now de-
spolled. Ocean City is a very difierent Mary-
land asset, but its value to the economy
of Worcester County and the State of Mary-
land is equally great and could certainly
be adversely affected by the unplanned
growth of energy facilitles. SO anyone with
good sense would call on thé Federal and
State governments to establish a sound
working relationship so that any and all
problems associated with OCS development
could be carefully analyzed and the proper
decisions made. This can only come about
by extensive amendment 10 the present
statutory framework.

The bil that I join in intreducing today
will provide a major program of offshore oil
exploration in frontier areas of the Outer
Continental Shelf by the Federal govern-
ment. There is no reason why the Federal
Government cannot conduct a sound ex-
ploration programs using private firms on
s contractual basls. The important, but only
difference, over present practice would be
that the information would be fully avail-
able on these public lands. This would en-
sure first an adequate return to the public
and, second, production only in an environ-
mentally acceptable manner.

We have also sought to provide the Sec-
retary of the Interlor with greater latitude
in holding lease sales of public lands. For
some time now Congress has been disturbed
over the level of competition existing In
OCS lease sales. By providing new methods,
we can assure that adequate ocompetition
does In fact exist.

I am particularly pleased that my amend-
ment to the Energy Supply Act of 1974 has
been Incorporated into our broader legisla-
tion. It glves the Governors of the coastal
states a right to delay leasing for up to
three years should they find that their state
will be subject to adverse economic or en-

"vironmental impacts and the Secretary of

the Interior concurs. My amendment, which
passed the Senate, provided for a Board to re-
view the Secretary’s decision. I also intro-

" duced legislation of a similar nature earlier

in this Congress. The legislation which we
introduce today modifies that approach
somewhat by providing that the Congress
shall be the final reviewing authority shouid
a Governor be denied his request. The Con-
gress can, in effect, uphold the Governor by
a resolution of either the Bouse or the Sen-
ate. I think that this is a workable solution
and one that adequately protects the coastal
states.

The National Ocean Policy Study, since 1ts
creation approximately one year ago, hns
held extenslvd hearings on OCS development
and the conclusion that I have drawn as g
member of that panel is that OCS develop-
ment is In the public intérest 1If we proceed
with the utmost caution and establish at
the very outset the best controls and stand-
ards. Our bill has much to say about these
matters. In short, it mandates that we make
our best effort to ensure that the mistakes
-of the past will not be repeated. We are mind-
ful that our states and the nation as a whole
can lose environmentally and economically
through poorly planned OCS development.

4672

S9i1

It 1s incumbent upon the Congress to
establish new priorities and standards for
OCS development. This must be a central
pillar of our national energy policy. We must
undertake this task on an expedited . basls
because the nation is critically short of do-
mestic petroleum supplies, but we must never
sacrifice careful planning in a rush for such
supplies. We must be constantly mindful
that an error on the side of conservation is
easiest to cosrect.
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93d Congress, 2d Session - - - . .- - House Document No. 93406

COMPREHENSIVE ENERGY PLAN

COMMUNICATION
’) FROM
- ADMINISTRATOR, FEDERAL ENERGY
ADMINISTRATION
TRANSMITTING

THE COMPREHENSIVE ENERGY PLAN, PURSUANT TO
SECTION 22(a) OF PUBLIC LAW 93-275

/ é/
’ 73 PURLIC LAW___Q,.}Zj__, approved.é::g?,;Z» ;

DECEMBER 10, 1974.—Referred to the Committee on Interstate and Foreign
Commerce and ordered to be printed with illustrations

U.S. GOVERNMENT PRINTING OFFICE
42-971 WASHINGTON : 1974
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OUTER CONTINENTAL SHELF LEASING PROGRAM

Prospects for large, new discoveries of onshore oil and gas deposits
in the lower 48 States are small. For this reason, it is 1)1oposed that
leasing of the Federal OCS be accelerated, to include frontier areas
of Ahska, the Atlantic and Pacific coasts, and the Gulf of Mexico.
Accelerated development of the OCS could produce a reduction in oil
imports of up to 2.5 million barrels per day by 1985.

In addition to increasing domestic production of petroleum, the
accelerated leasing program could reduce the Nation’s energy bill.
Extraction costs per barrel for OCS oil range from an estimated
$1.50 for the Atlantic to $3.50 for the Gulf of Alaska. These cost
estimates compare favorably with the current world oil price of about
$11 per barrel.

There are environmental risks and costs associated with OCS de-
velopment. The greatest danger is the risk of a major oil spill, but this
risk has a low probability of occurrence. Theve are problems associ-
ated with management of the coastal zone to insure proper siting of
onshore facilities and linking these to offshore installations in an
environmentally protective manner; avoiding the social strains of too
rapid development would be a challenge.

Accelerated leasing of OCS lands is expected to produce highev
regional employment levels and population in the discovery area.
In addition, personal and corporate incomes and the tax base for
State and local governments would also increase. The social effects of
population increases would be reflected in increased demands for
public services, and attempts to preserve traditional lifestyles.

Internationally, the reduction in oil imports would aid the balance
of payments and reduce the pressures upon the international financial
system. In addition, there would be strategic foreign policy and na-
tional security advantages in having energy sources which are not
susceptible to interruption by a foreign power.
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AprPENDIX 2
LEasiNG AcTIONS
A. OUTER CONTINENTAL- SHELF LEASING PROGRAM

Background

Recent world events have spotlighted the growing dependence of
the United States on imported crude oil and petroleum products.
Interruptions in oil imports impose severe costs on the United States
due to the pervasive economic role of petroleum in almost every sector
of the economy. .

As the Quter Continental Shelf represents one of the most important
potential sources of increased domestic energy production, the Presi-
dent has called for an accelerated leasing program as a mechanism to
insure that the most favorable OCS exploration prospects become
available for near-term development.

Only about 10 million acres of the more than 500 million acres OCS
have been leased and explored. It is estimated by the U.S. Geological
Survey that recoverable resources from the OCS range from 58 to
116 billion barrels of oil and from 355 to 710 trillion cubic feet of
natural gas. Thus, leasing of the Federal OCS could be greatly accel-
erated with significant impact on domestic production. The principal
OCS areas under consideration for leasing are shown in figure A2-1.

The Secretary of the Interior has been meeting with coastal State
officials to establish a program to rapidly develop Outer Continental
Shelf resources. The States are responsible for all developmént-inland
from a line 3 miles from the shoreline—3 leagues for the Texas and
Florida gulf). In accordance with Federal legislation, certain States
have enacted laws and are preparing plans to manage development
within the coastal zone described above.

The accelerated leasing program will comply with all provisions

~* of the National Environmental Policy Act, and every step will be
taken to insure that development will be carried out under environ-
mentally sound conditions. In addition, the administration will pro-
pose to the next Congress a Comprehensive ‘Oil Pollution Liability
and Compensation Act for damages resulting from oilspills, offshore
drilling, and spills into any navigable stream.

Since 1954 the leasing of oil and gas on the OCS has been a priority
energy program of the Federal Government. However, the program
has not been without its setbacks. During the 1960’s the Nation’s
previously comfortable position with respect to domestic oil supply
deteriorated. Domestic exploration declined and major new oil finds
were limited to a few offshore areas and the North Slope of Alaska.
Toward the end of the decade environmental concerns emerged, sub-
sequent to an oil spill in the Santa Barbara Channel and offshore
leasing was virtually halted for 17 months."In 1969, Congfess enacted

(153) ’
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"the National Environmental Policy Act (NEPA) which required
an environmental impact statement (EIS) assessment of all major
Federal actions having an effect on the environment.

The 4-year accelerated planning schedule, of which the six sales
planned for calendar year 1975 are a part, was developed by the De-
partment of the Interior. Theére are nine proposed sales in Alaskan oft-
shore waters and five in waters off the Atlantic seaboard. An addi-
tional sale is proposed for the area located offshore northern Califor-
nia, Oregon, and Washington. Six of the proposed sales—eastern
Gulf of Mexico, southern California, and the mid and southern At-
lantic areas—involve waters deeper than the 200-meter depth limit
of the OCS. The OCS planning schedule is reproduced at the end of
this section.

A draft environmental impact statement covering the proposed
accelerated leasing program was released October 18. A number of
other Federal actions are also being considered to assure proper de-
velopment of the Outer Continental Shelf.- The Secretary of the
Interior is contemplating the issuance of new regulations requiring
disclosure of exploratory information and restricting joint bidding
by the major oil companies in an effort to increase competition. He
has requested and received industry assessment of the potential of
OCS f{rontier areas and priority preferences or leasing. The areas
under consideration for leasing are as follows:

Atlantic coast—The principal Atlantic OCS areas are shown in
figure A2-2. On August 27, 1974, a detailed analysis and report was
filed recommending that a decree be issued determining the pending
litigation in U.S. v. Maine in favor of the United States and against
the defendant States. A favorable decree would grant the United
-States the right to explore the natural resources under the OCS lands
lying more than 3 miles seaward from the coastline. Final action must
be taken by the Supreme Court.

Gulf of Mewxico (figure A2-3).—The Secretary of the Interior has
announced two léase sales off the Louisiana and Texas coasts during
fiscal year 1975. Nominations are now being requested from industry
from a list of 590 tracts. The sale is tentatively schedunled for May 1975,

Pacific coast (figure A2-}).—The Department of the Interior has
placed high priority on leasing lands off southern California in 1975, =
Nominations have been made and the Department is preparing a draft
EIS pertaining to tracts to be leased. A conflict has surfaced between
the Department and proponents of the coastal zone management plan.
California’s Coastal Zone Management Commission has jurisdictional
authority over all developments°between the 3-mile limit and 1,000
vards inland from the shoreline. Those wishing to delay the sale assert
the view that the commission will submit the coastal management plan
to the California Legislature in January 1976 and all activities includ-
irig preparation of the EIS should be delayed until adoption of the
plan.

An EIS to define the impacts of policies related to drilling on certain
tracts and additional leasing to be conducted in the Santa Barbara
Channel 1s being prepared, although at the present time the OCS plan-
Iél}?g sciledule does not include any leasing in ‘the Santa Barbara

annel.

1126



