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CONSIDER SUPPLEMENTAL INFORMATION INVOLVING AN EXISTING 
REVOCABLE PERMIT ISSUED BY THE PORT OF LOS ANGELES TO RANCHO 
LPG HOLDINGS LLC FOR USE OF A RAILROAD SPUR LOCATED WITHIN THE 

LEGISLATIVE TRUST GRANT TO THE PORT OF LOS ANGELES, IN THE CITY OF 
LOS ANGELES, LOS ANGELES COUNTY  

 
INTRODUCTION: 
The purpose of this staff report is to provide an update to the California State Lands 
Commission (Commission) on supplemental information related to Rancho LPG 
Holdings LLC (Rancho LPG) that was requested at the June 19, 2014 Commission 
meeting.  
 
BACKGROUND: 
The Commission has the statutory responsibility to oversee the management of public 
trust lands and assets by legislative grantees who manage these lands, in trust, on 
behalf of the State. (Pub. Resources Code, § 6301 et seq.; State of California ex rel. 
State Lands Commission v. County of Orange (1982) 134 Cal App. 3d 20, 23).   
 
The City of Los Angeles (City), acting by and through the Port of Los Angeles (Port), is 
trustee of sovereign tide and submerged lands granted by the Legislature pursuant to 
Chapter 656, Statutes of 1911 and Chapter 651, Statutes of 1929, and as amended, no 
minerals reserved to the State.   
 
At the June 19, 2014, meeting, the Commission reviewed a revocable permit for use of 
a railroad spur issued by Rancho LPG (Calendar Item 91, attached as Exhibit A). The 
Rancho LPG facility is located on private property and not on land under the Port’s 
jurisdiction; however, the railroad spur at issue is located on land that is held by the Port 
as an asset of the trust, as shown in Exhibit B.   
 
As detailed in Calendar Item 91, while the Commission has broad discretion and 
authority to review activities of local trustees, such as the Port, it has limited authority to 
stop an action or decision by a trustee.  Should the Commission find that a trustee is 
violating the terms of its statutory trust grant or the Public Trust Doctrine, the 
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Commission’s only recourse is to pursue litigation against the trustee or report the 
violation to the Legislature, as the ultimate trustee of these lands and resources.  
Additionally, staff concluded that the Port did not violate its statutory trust grant or the 
common law Public Trust Doctrine by issuing a revocable permit to Rancho LPG for use 
of the railroad spur.   
 
After hearing public comment, the Commission adopted staff’s recommendation to 
continue to work with the Port of Los Angeles on any issues involving the Rancho LPG 
revocable permit and requested staff report back to the Commission concerning Rancho 
LPG’s liability insurance, the company’s organizational structure, the pending U.S. EPA 
investigation, and any further issues that may arise as staff continues to monitor the 
facility.  
 
STAFF ANALYSIS: 
The following concerns were discussed during the June 19, 2014 Commission meeting: 
 
Rancho LPG’s Liability Insurance Policy 
Concerns were raised regarding the amount of liability insurance that was available to 
the Rancho LPG facility and whether Rancho LPG’s parent company, Plains All 
American Pipeline, L.P. (Plains), had liability insurance that adequately covered its 
subsidiaries, including Rancho LPG.  The Chair of the Commission suggested that the 
company provide the actual insurance policy to the Attorney General’s office for an in 
camera review so that the State could determine the applicability of the insurance policy 
to Rancho LPG while ensuring confidentiality.  
 
Staff received a letter from Lockton Companies, LLC stating that Plains carried 
insurance which totals $500 million to cover third party claims (Exhibit C).  However, 
Plains stated that they are unwilling to provide for or facilitate the Attorney General’s 
Office review of the actual liability insurance policy.  
 
Staff received an offer from Plains for a parental guaranty agreement with a three year 
term in favor of the Commission and the Port on behalf of Rancho LPG. The purpose of 
the agreement is to cover Rancho LPG’s casualty losses to the extent of uninsured 
losses or damages arising in connection with a casualty event at the Rancho LPG 
facility. Staff is currently evaluating the agreement.  
 
Company Organizational Chart 
The Commission also requested an organizational chart of Plains in order to determine 
the liability for Plains if substantial damage to the Rancho LPG facility were to occur. 
Rancho LPG is the owner of the LPG storage facility located in Los Angeles, California. 
Rancho LPG is a subsidiary of Plains, which is a publically traded master limited 
partnership and headquartered in Houston, Texas.   
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An abridged organizational chart for Plains has been provided and is attached as 
Exhibit D.   
 
U.S. Environmental Protection Agency Review 
During the June 19, 2014 Commission meeting, a review of the Rancho LPG facility and 
its compliance with risk management plan regulations was currently underway by the 
U.S. EPA.  The Commissioners requested further information about the investigation as 
it became available. The following six findings resulted from a regularly scheduled U.S. 
EPA site inspection in April of 2010:   
 

1. Failing to include the rail storage area of the site in the Risk Management Plan; 
2. Failing to adequately evaluate seismic impacts upon the facility’s emergency 

flare; 
3. Failing to address the consequences of a loss of City water for fire suppression 

during an earthquake; 
4. Failing to timely conduct an internal inspection of Tank 1 (storing 12.5 million 

gallons of butane); 
5. Failing to develop an emergency response plan to protect the public health, 

welfare, or safety; and 
6. Failing to include a drain pipe and valve in the containment basin in the 

Mechanical Integrity Program. 
 
As of July 2014, the U.S. EPA has completed its investigation of the Rancho LPG 
facility and according to the U.S. EPA Rancho LPG had resolved all outstanding issues. 
Since the U.S. EPA began its enforcement action, Rancho LPG has invested over $7 
million in plant improvements to bring the facility into compliance with federal 
environmental laws and to provide additional safety measures.  Rancho LPG has 
addressed its noncompliance with the risk management plan regulations and will pay a 
civil penalty of $260,000.   

 
During the investigation, there was a misunderstanding that the U.S. EPA had decided 
to sue Rancho LPG. This statement was the result of a misinterpretation of a notification 
letter sent by the U.S. EPA to Rancho LPG.  The U.S. EPA often refers to letters of this 
nature as “show-cause” letters, as they send them with the purpose to give the 
addressee time to provide information that shows there is no cause to proceed with the 
allegations.  The U.S. EPA sent such a letter to Rancho LPG that stated the above six 
potential or alleged violations. As with other “show-cause” letters, the U.S. EPA stated 
that they are prepared to file a complaint but that they are extending to the company an 
opportunity to advise U.S. EPA of any other information that the company believes 
should be considered before the filing of such a complaint. Rancho LPG was required to 
respond and did so prior to the May 15, 2014 deadline. The U.S. EPA never filed a 
complaint and stated that Rancho LPG had cooperated with them on all issues.  
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On September 10, 2014, Commission staff attended a public meeting organized by 
Congressman Henry Waxman’s district staff to address concerns raised about the 
Rancho LPG facility. During the meeting, officials from the Department of Homeland 
Security and the U.S. EPA provided the public with an overview of federal chemical 
security and safety programs and attempted to answer questions from the audience.  
The agencies reiterated that the facility was in compliance with all federal laws and 
regulations. After the discussion, it was unclear what next steps, if any, would be 
initiated by Congressman Waxman’s office.  
 
OTHER PERTINENT INFORMATION: 

 
1. The Port is a municipal agency and not an agency of the State of 

California. The Rancho LPG storage facility is not located on Port property 
granted to the Port by the State Legislature.  The railroad spur at issue is 
located on land the Port purchased with trust revenues in the 1970s. This 
land is considered after-acquired land that is held as an asset of the trust.  
The State of California, acting by and through the State Lands 
Commission, is not in the chain of title for this property.  The Commission 
did not participate in any of the land acquisition decisions, the revocable 
permit decisions, or any decisions involving the Rancho LPG facility that is 
located on private property.  Based on consultation with the Attorney 
General’s Office, staff believes it very unlikely that the Commission has 
any direct liability with regards to the Rancho LPG operations.  

 
2. Under the revocable permit for the railroad spur, the Port currently has $1 

million of liability insurance from Rancho and Pacific Harbor Line (PHL) 
has $25,000,000 million of liability insurance for the operation of the PHL 
rail line. 

 
3. As described in Calendar Item 91, because of the relationship between 

PHL and Rancho LPG, if the Port were to revoke Rancho LPG’s permit to 
use the railroad spur, Rancho LPG would still be able to continue using 
the PHL rail line to transport LPG through the Port. 

 
4. The staff recommends that the Commission find that the subject staff 

analysis does not have a potential for resulting in either a direct or a 
reasonably foreseeable indirect physical change in the environment, and 
is, therefore, not a project in accordance with the California Environmental 
Quality Act (CEQA). 

 
Authority: Public Resources Code section 21065 and California Code of 
Regulations, Title 14, sections 15060, subdivision (c)(3), and 15378. 
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EXHIBITS: 
A. Calendar Item 91, June 19, 2014 CSLC Meeting 
B. Location and Site Map 
C. July 10, 2014 Lockton Companies, LLC Letter 
D. Plains All American Pipeline Abridged Organizational Chart 

 
RECOMMENDED ACTION: 
 It is recommended that the Commission: 
 
 CEQA FINDING: 

Find that the subject staff analysis is not subject to the requirements of 
CEQA pursuant to California Code of Regulations, Title 14, section 15060, 
subdivision (c)(3), because the subject activity is not a project as defined 
by Public Resources Code section 21065 and California Code of 
Regulations, Title 14, section 15378. 

 
 AUTHORIZATION: 

Direct Commission staff to continue to work with the Port of Los Angeles 
on any issues involving the Rancho LPG revocable permit. 

 
 
 

  


































