City Council Agenda
November 4, 2015

Date: October 28, 2015

To: Mayor and City Council

From: Michael Chandler, Senior Management Analyst

Subject: Plains Products Terminals, LLC Franchise Application - Resolution of

Intention to Grant a Pipeline Franchise and set a Public Hearing

Recommendation

Approve a resolution of intention to grant a new pipeline franchise to Plains Products
Terminals, LLC, d.b.a. Plains All-American Pipeline, LP, and to set a public hearing for December
2, 2015, to hear objections to the granting of the pipeline franchise.

Background

The City entered into Pipeline Franchise Ordinance No. 1225 C.S. with Wickland Oil Martinez,
LP, and its successors and assigns effective September 11, 2005, for a 20-year term. The
franchise was subsequently transferred to Shore Terminals, LLC, in December 1998 by
assignment, and then purchased by Pacific Atlantic Terminals, LLC, in 2005. Pacific Atlantic
Terminals, LLC, merged with Plains All-American Pipeline, LP, in November 2006. Plains
Products Terminals, LLC (“Plains”), parent corporation of Plains All-American Pipeline, LP,
formally requested renewal of the franchise for a 20-year term in a letter to the City dated July
15, 2015. The franchise expired under its own terms and conditions on September 11, 2015,
but was extended by both parties through the end of calendar 2015.

The existing pipeline agreement allows four (4) pipelines, as follows: up to three (3) pipelines
with maximum diameter of 16” transporting various liquid products, and one (1) pipeline with
maximum diameter of 12” transporting natural gas. Pipelines subject to the franchise renewal
include a system of three (3) pipelines located west of the Martinez Plains Terminal (2801
Waterfront Road), and a portion of relocated pipeline located east of the Plains Terminal. The
westerly pipelines are located within the Marina Vista Avenue right of way, entering the City
and Franchise Area at the limit line at the intersection of Marina Vista Avenue and the
Interstate 680 overpass and exiting the Franchise area at various points along the frontage of
the Shell refinery.

The relocated pipeline east of the terminal is in the shoulder of Waterfront Road, entering the
City boundary at the foot of the bridge over the Union Pacific Railroad and running easterly
until it exits the Franchise area at the eastern City limit. This pipeline was formerly located in
Pacheco Marsh within County Flood Control District property but moved into the City’s right-of-
way as a means of improving visibility and access to the pipeline in case of a problem or to
identify a general need for maintenance.


mcabral
Typewritten Text

mcabral
Typewritten Text
4


Plains and the City held a public workshop at City Hall on Wednesday, October 15, 2015, to
provide information on Plains’ application for a renewed franchise. No members of the public
attended the workshop (Councilmember Avila Farias stopped by and was given an overview of
the franchise application).

The City Council Franchise Subcommittee met on October 22, 2015, to hear a presentation from
Plains and discuss Plains’ application for a renewed franchise. @ The Subcommittee
recommended forwarding the item to Council for consideration. Subsequently, the Planning
Commission met on October 27, 2015, and adopted a finding of General Plan consistency to
allow the proposed franchise renewal as required by Section 65402 of the Government Code.

The new franchise agreement is currently under negotiation but will include increases to the
annual franchise fee and security bond. Additionally, Plains has offered to pay a one-time
“Community Benefit Payment” to the City in the amount of $25,000, payable in three
installments (the first of which will be on the effective date of the new franchise). The new
franchise will update and clarify regulations for permitted construction and maintenance
activity, future removal or relocation of the pipelines, and reactivation of any idle pipelines.
The new franchise will also contain current standards for indemnity and insurance terms.

Fiscal Impact

The annual franchise fee for Pipeline 1225 C.S. (last paid in September 2015 for $17,962.74) is
calculated off an effective “base rate” of approximately $1.88 per cubic foot of pipe and
adjusted annually to reflect increases in the Consumer Price Index for the three (3) existing
pipelines under the franchise. A new base rate is being negotiated between the parties, which
will be applied for payment of all prospective annual franchise fees.

Following adoption and the effective date of the new franchise, the City will receive one-time
“catch-up” payments (at the current base rate) of approximately $6,000 to account for the time
between the expiration of the old anniversary date of September 11, 2015 and the new
effective date (projected January 16, 2016), and $3,000 for the section of relocated pipe to
account for and reflect its December 2014 in-service date. The City will also receive on the
effective date its first annual franchise fee payment as calculated under the new base rate.

Plains also agreed to pay the City, on a voluntary basis, a one-time Community Benefit Payment
in the amount of $25,000 (payable in three annual installments, the first of which will be
$10,000 in January 2016).

Plains executed a Letter of Agreement with the City on July 13, 2015, which included the
required $10,000 chargeable deposit against which the City is recovering its staff and legal costs
related to Plains’ franchise application.



Environmental Impact

The project is categorically exempt from the requirements of the California Environmental
Quality Act (CEQA) pursuant to CEQA Guidelines Sections 15302 and 15061(b)(3) in that the
Facility which is the subject of the Franchise Agreement is existing pipeline currently operating
under an existing franchise. Modifications or replacement of the existing pipeline will be placed
on the same site as the existing facilities and will have substantially the same purpose and
capacity as the facility being replaced, within the meaning of CEQA Guidelines Section 15302.

Attachments

e Plains Franchise Renewal Request Letter of 7-15-15
e Plains Pipelines Map

¢ Resolution of Intention

APPROVED BY:
Rob Braulik, City Manager
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July 15, 2015

City of Martinez

Michael Chandler

525 Henrietta Street
Martinez, CA 94553-2394

Subject: Plains Products Terminals LLC
City of Martinez Franchise Ordinance 1225
Franchise Renewal Application

Dear Mr. Chandler:

Plains Products Terminals LLC, a Delaware limited liability company having its principle
place of business at 333 Clay Street, Suite 1600, Houston, TX 77002 hereby makes
application pursuant to the Franchise Act of 1937 (California Public Utilities Code Section 6201
et seq) to renew the Franchise granted to Wickland Oil Company under Ordinance 1225
adopted September 11, 1995; subsequently granted to Shore Terminals LLC, a Delaware
Corporation by Ordinance 1260; by assignment and to Pacific Atlantic Terminals LLC, a
Delaware limited liability company under Ordinance 1332. Plains Products Terminals LLC
assumed control of Franchise Ordinance 1225 pursuant to Section 9 of the Franchise -
Assignment and Transferability. Plains Products Terminals LLC hereby requests that the
franchise be renewed for a 20 year term.

The pipeline system in its current configuration consists of four (4) pipelines:

1. A16" a12" and a 6” line of varying lengths located within the Waterfront Road right
of way and crossing the city limit line at the intersection of Waterfront Road and the
Interstate 680 overpass to enter the Franchise area and exiting the Franchise area at
various points along the frontage of the Shell refinery.

2. Arelocated section of 12” line located to the shoulder of Waterfront Road, crossing
the easterly city limit to enter the Franchise area and exiting the Franchise area at
the foot of the bridge over the UPRR.

The City has received payment thru September 2015 for the current Franchise pipelines
(1), however relocation of the portion of the 12” line into the Waterfront Road shoulder has
been recently completed and Plains would expect to make additional payment for this line
from its in service date of December 14, 2014 thru September 2015 upon completion of the
renewal process. Plains would also expect to continue Franchise payments based on the
cubic foot formula as set out in Ordinance 1225, Section 4 - Fee, with adjustments as might
be negotiated during the renewal process.
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Maps of the pipeline locations have been previously provided for review and any City
requested changes or additions are welcome.

You have confirmed with us that an initial, replenishable Administrative Review deposit of
$10,000.00 to cover staff and legal time for processing the renewal is required. We also
understand as part of this franchise renewal process, we will enter into a formal Letter of
Agreement with the City of Martinez. Enclosed please find the signed Letter of Agreement
and our check for $10,000.00.

If you need additional information regarding this application, please contact Dave Randall
at 707-567-1851 or Paula Bawden at 562-728-3271.

Manager, Western Region
Land Department

Enclosures
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RESOLUTION NO. -15

RESOLUTION OF INTENTION TO GRANT A NEW PIPELINE FRANCHISE TO PLAINS PRODUCTS
TERMINALS, LLC, D.B.A. PLAINS ALL-AMERICAN PIPELINE, LP, AND
SCHEDULE A PUBLIC HEARING FOR DECEMBER 2, 2015

WHEREAS, the City Council of the City of Martinez granted a 20-year franchise to Wickland Oil
Martinez, L.P., in Ordinance No. 1225 C.S., adopted September 11, 1995. The franchise was
subsequently transferred to Shore Terminals, LLC, in December 1998 by assignment, and then
purchased by Pacific Atlantic Terminals, LLC, in 2005. Pacific Atlantic Terminals, LLC, merged with
Plains All-American Pipeline, LP, in November 2006. Plains Products Terminals, LLC (parent
corporation of Plains All-American Pipeline) is the entity requesting renewal of the franchise for a 20-
year term. The franchise expired under its own terms and conditions on September 11, 2015, but
was extended by both parties through the December 31, 2015; and

WHEREAS, Plains Products Terminals, a Delaware Limited Liability Company, has filed with the City
Council an application requesting a franchise be granted to it of the character and for the purposes
mentioned in the form of notice hereinafter set forth.

NOW, THEREFORE, BE IT RESOLVED the City Council intends to grant said franchise, that hearing of
objections to the granting thereof will be held at the time and place specified in the form of notices
hereinafter set forth which the Clerk of said City is hereby directed to publish at least once within
fifteen days after the passage of this resolution in the Martinez Gazette, newspaper of general
circulation within said City, and said notice shall be in the following words and figures:

“NOTICE OF INTENTION TO GRANT FRANCHISE”

NOTICE IS HEREBY GIVEN Plains Products Terminals, a Delaware Limited Liability Company,
has filed a request with the Council of the City of Martinez requesting said Council to grant it a
franchise, under the Franchise Act of 1937, to construct, maintain, use, operate, repair, replace,
renew, and remove up to three (3) pipelines having a maximum diameter of 16” each and related
appurtenances which may be used for the transportation of petroleum liquids oxygenates, additives,
blendstocks, and their derivatives, and one (1) gas line having a maximum diameter of 12” and
related appurtenances which may be used for the transportation of gas and its derivatives, connected
with the primary business of the franchise holder, together with all manholes, service connections,
and other appurtenances necessary or convenient for the operation of said pipelines under, along,
across or upon the public roads, streets, highways, ways, alleys, City property, and other places as the
same now exist within the City of Martinez.

If said franchise shall be granted to it, said Plains Products Terminals, LLC, its successors and
assigns, hereinafter designated Grantee, shall pay and convey, respectively, to said City annually
during the term thereof, the franchise fee as negotiated between it and the City, based on the cubic
foot formula as set forth in the application or as determined through negotiations, and in the event
that said franchise fee is not paid, said franchise will be forfeited.

Said City Council proposes to grant said franchise for a period of 20 years.



NOTICE IS FURTHER GIVEN the City Council will hold a hearing regarding this request for
consent to grant franchise on December 2" 2015 at 6:00 p.m. in the City Council Chambers,
located at 525 Henrietta Street. At any time not later than the hour set for the hearing of
objections, any person interested may make written protest stating objections against the granting
of the franchise. The protest shall be signed by the protestant and be delivered to the clerk of the
legislative body. At the time set for hearing objections the legislative body shall proceed to hear
and pass upon all protests so made and its decision shall be final and conclusive, subject to the
right of referendum of the people.
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| HEREBY CERTIFY the foregoing is a true and correct copy of a resolution duly adopted by the City
Council of the City of Martinez at a Regular Meeting of said Council held on the 4™ day of
November, 2015 by the following vote:

AYES:

NOES:

ABSENT:

RICHARD G. HERNANDEZ, CITY CLERK
CITY OF MARTINEZ





