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Dear Ms. Whalen:

From May 12 to 16, 2008, a representative of the Pipeline and Hazardous Materials Safety
Administration (PHMSA) pursuant to Chapter 601 of 49 United States Code inspected your
Orcutt Hill to Suey Junction Pipeline System in Santa Maria, California.

As a result of the inspection, it appears that you have committed a probable violation of the
Pipeline Safety Regulations, Title 49, Code of Federal Regulations. The item inspected and the
probable violations is:

1. §192.614 Damage pre;fention program.

(a) Except for pipelines listed in paragraphs (d) and (e) of this section, each
operator of a buried pipeline shall carry out in accordance with this section a
written program to prevent damage to that pipeline by excavation activities. For
the purpose of this section, ""excavation activities' include excavation, blasting,
boring, tunneling, backfilling, the removal of above ground structures by either
explosive or mechanical means, and other earth moving operations.



At the time of inspection, Greka Energy had not established a Damage Prevention Program as
required by §192.416 (b) and (c), unless you meet one of the exceptions of paragraphs §192.614
(d) or (e). It does not appear that the Orcutt Hill to Suey Junction pipeline meets one of those
exceptions. A written Damage Prevention Program and implementation of that Program is

required for your pipeline.

Proposed Compliance Order

With respect to item number 1, pursuant to 49 United States Code § 60118, the Pipeline and
Hazardous Materials Safety Administration proposes to issue a Compliance Order to Greka
Energy Company. Please refer to the Proposed Compliance Order, which is enclosed and made
a part of this Notice.

Response to this Notice

Enclosed as part of this Notice is a document entitled Response Options for Pipeline Operators
in Compliance Proceedings. Please refer to this document and note the response options. Be
advised that all material you submit in response to this enforcement action is subject to being
made publicly available. If you believe that any portion of your responsive material qualifies for
confidential treatment under 5 U.S.C. 552(b), along with the complete original document you
must provide a second copy of the document with the portions you believe qualify for
confidential treatment redacted and an explanation of why you believe the redacted information
qualifies for confidential treatment under 5 U.S.C. 552(b). If you do not respond within 30 days
of receipt of this Notice, this constitutes a waiver of your right to contest the allegations in this
Notice and authorizes the Associate Administrator for Pipeline Safety to find facts as alleged in
this Notice without further notice to you and to issue a Final Order.

In your correspondence on this matter, please refer to CPF 5-2010-0010 and for each document
you submit, please provide a copy in electronic format whenever possible.

Chris Hoidal
Director, Western Region
Pipeline and Hazardous Materials Safety Administration

Enclosures:  Proposed Compliance Order
Response Options for Pipeline Operators in Compliance Proceedings

cc: PHP-60 Compliance Registry
PHP-500 J. Kenerson (#120964)



PROPOSED COMPLIANCE ORDER

Pursuant to 49 United States Code § 60118, the Pipeline and Hazardous Materials Safety
Administration (PHMSA) proposes to issue to Greka Energy Company a Compliance Order
incorporating the following remedial requirements to ensure the compliance of Greka Energy
with the pipeline safety regulations:

1. In regard to Item Number 1 of the Notice pertaining to not having a Damage
Prevention Program, Greka Energy must establish and carry out a Damage
Prevention Program as required by Section 192.614.

2. Greka must complete Item 1 within 90 days of receipt of a Final Order.

3. Greka Energy shall maintain documentation of the safety improvement costs
associated with fulfilling this Compliance Order and submit the total to Chris
Hoidal, Director, Western Region, Pipeline and Hazardous Materials Safety
Administration. Costs shall be reported in two categories: 1) total cost associated
with preparation/revision of plans, procedures, studies and analyses, and 2) total
cost associated with replacements, additions and other changes to pipeline
infrastructure.



