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Hermosa Beach, California, voters on Tuesday refused to give E&B Natural Resources Management 
Corp. a pass on the city's drilling ban to begin a controversial oil and gas project, putting the city on the 
hook for $17.5 million in damages to the company. 
 
Residents of the Los Angeles County city spurned “Measure O” — which would have greenlighted 
E&B’s plan to drill 34 oil and gas wells in a city maintenance yard — by a wide margin, with nearly 
3,800 votes opposing the measure against just over 1,100 votes in support, according to a statement from 
the city. 
 
Bakersfield, California-based E&B had claimed the drilling would fill the city’s coffers with $519 million 
in revenue over the 35-year life of the project, while opponents pointed to potential health problems from 
air pollution and the threat to a nearby beach from spills. 
 
Apart from untapped revenues, the more immediate financial fallout from the project’s undoing stems 
from a 2012 legal settlement, which required Hermosa Beach to pay E&B $17.5 million if it failed to 
obtain voter support and issue drilling permits for the project. 
 
Hermosa Beach said it has set aside $6 million to put toward the damages, while “details regarding 
payment of the full amount will be determined by the city council per the agreement with E&B.” 
 
The project was to consist of 34 wells and produce up to 8,000 barrels of crude oil and up to 2.5 million 
cubic feet of natural gas per day, according to a January environmental impact report prepared by marine 
research specialists. It would be located at a 1.3-acre site — currently the home of a city maintenance yard 
— less than one mile from the Pacific Ocean. 
 
While Hermosa Beach — which currently has about 20,000 residents — banned oil drilling more than 
three decades ago, residents in 1984 approved two propositions reversing the ban. In 1992, the city 
entered into a lease with Macpherson Oil Co. allowing it to drill for oil at the maintenance yard site, 
according to an FAQ issued by Hermosa Beach’s Community Development Department 
 
But after voters in 1995 approved a new proposition restoring the oil-drilling ban, the city council voted 
to stop the oil project, and Macpherson filed a $750 million breach of contract suit. In 2012, Hermosa 
Beach reached a deal with Macpherson, which assigned its rights to the oil project to E&B for $30 
million. 
 
Under the terms of the deal, the city was obligated to submit to voters a proposal that would overturn the 
current oil ban and allow the project by E&B, which could then lease the city yard for 35 years. But 
Hermosa Beach residents refused to follow the script on Tuesday. 
 
E&B had claimed that roughly 1,000 property owners in Hermosa Beach would receive royalty payments 
from their mineral rights that could total $100,000 or more over the life of the project. And the city could 
potentially receive $490 million in oil and gas royalties and $15 million in additional property tax 
revenues, according to the company. 
 
But Stop Hermosa Beach Oil — a group of residents, business owners and former city council members 
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opposing the project — warned that homeowners could lose tens of millions of dollars in property value 
and that state law blocks the city from spending 75 percent of the purported oil revenue on city services 
and infrastructure. 
 
A representative for E&B did not immediately respond to a request for comment on Thursday. 

 


