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1.0 Summary

On August 22, 2004, the Canada-Nova Scotia Offskateoleum Board (the “Board”)
was informed by ExxonMobil Canada Properties (heeeaeferred to as ExxonMobil),
operator of the Sable Offshore Energy Project (SQBPa spill of diesel fuel into the
ocean. The spill came from the North Triumph piddun platform; part of the SOEP
offshore facilities located approximately 25 km #owf Sable Island. The spill was
discovered when a scheduled maintenance crew draitvéhe normally unmanned North
Triumph Platform earlier in the morning of Augus?,22004. Subsequent analysis
determined that the volume of diesel fuel spillei ithe ocean totalled approximately 3.5
cubic metres (3,500 litres).

Later in the day of August 22nd, four sheens wdyseoved on the ocean surface by
ExxonMobil helicopter flights. Given the close prmity to Sable Island, staff from the
Board, Environment Canada, and the Nova Scotia iDepat of Environment and
Labour, with full cooperation from ExxonMobil, were didgphed to Sable Island on the
following day (August 23, 2004) to participate inbaach assessment. ExxonMobil
additionally contracted Zoe Lucas, a Sable Islagsident, to conduct environmental
surveillance on the island. No evidence of thd feaching the island or impacting
wildlife was identified. Additionally, a Transpo@anada pollution surveillance flight
conducted on August 23rd saw no remaining evidefcheens on the ocean surface. It
was concluded that the diesel fuel had naturapelised and evaporated.

The Board immediately initiated an investigationtloi incident to determine its cause,
and in January 2005 launched a formal investigabbrpossible offences under the
Accord Acts and regulations. The Board’s invesiagawas undertaken in conjunction
with Environment Canada which undertook its ownestigation of this incident under
the federal Fisheries Act. In June 2006, Environnt&mada closed its investigation on
the understanding that the Board investigation @awointinue.

The Board investigation concluded that the spitheafrom a cracked fuel filter on the
diesel engine of an electrical power generator.lysis indicated that the crack in the
fuel filter canister was caused by metal fatigu@alisis also indicated that the metal
fatigue was initiated by a stress concentrationlties) from a dent on the fuel filter

canister.

The Board investigation identified four potentidfemces under the Accord Acts and
regulations. Documentation was prepared and stdmniio the Public Prosecution
Service of Canada which subsequently advised therdBthat the evidence collected
could support the laying of charges in each ingan©n August 15, 2006, four charges
were laid by the Crown in connection with this oemt. From this point on, the matter
was dealt with by the Public Prosecution Servic€afada through the court system.

On December 21, 2007, ExxonMobil entered into ceuplea of guilty to one charge,

and the Crown withdrew the other three charges<oBMobil was assessed a penalty of
$60,000; $10,000 as a fine, and $50,000 to be déadthe Environmental Damages

Fund.
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2.0 Regulatory Framework
2.1 Board Authority

The Board was established in 1990 by the proclamatf the Canada-Nova Scotia
Offshore Petroleum Resources Accord Implementafioh S.C. 1988, c¢.28 by the
Government of Canada, and tlanada-Nova Scotia Offshore Petroleum Resources
Accord Implementation (Nova Scotia) A&N.S. 1987, ¢.3 by the Province of Nova
Scotia (“Accord Acts”).The Board is the independent joint agency of thierfal and
provincial governments responsible for the regatabf petroleum activities in the Nova
Scotia Offshore Area, including:
- health and safety for offshore workers;

protection of the environment during offshore pletuon activities;

management and conservation of offshore petrolasources;

compliance with the provisions of the Accord Adtsitdeal with Canada-Nova

Scotia employment and industrial benefits;

issuance of licences for offshore exploration asdetbopment; and

resource evaluation, data collection, curationdisttibution.

2.2 Applicable Legislation and Regulations

The legislation governing offshore oil and gas\aiiéis in the Nova Scotia Offshore is
the Accord Acts cited above.

Offshore oil and gas production activities musbdle conducted in accordance with the
Nova Scotia Offshore Area Petroleum Production @uhservation Regulationshich
are promulgated under the Accord Acts

Pursuant to the Accord Acts, any offshore develagmproject requires that a
Development Plan be approved. Furthermore, thedueton and Conservation
regulations cited above require that there be ia Wroduction Operations Authorization
(POA) in place, and an approved Environmental tmte Plan. At the time of this
incident, all required approvals and authorizativese in place.

Prior to issuing a POA, a Certificate of Fitnessl anDeclaration of the Operator are
required.

The Certificate of Fitness is to be issued by ohdéive certifying authorities that are
designated in thBlova Scotia Offshore Certificate of Fitness Regoitet The certifying
authority is contracted by the operator of the patin installation (ExxonMobil). The
certifying authority is required to certify thatetlilesign, construction, transportation and
installation of a production installation is in cphance with the regulations, is fit for the
purpose for which it is to be used and can be opeéraafely without polluting the

! Although mirror legislation and regulations existiérally and provincially, for convenience, thipag
references section numbers in the federal versibrach legislation and regulations.
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environment, and will continue to be so if the alisition is maintained in accordance
with the inspection, maintenance and weight corgrograms approved by the certifying
authority. The Certificate of Fitness for the Nwoffriumph production platform was
issued by Lloyd’s Register (as certifying authogribym August 3, 2004 with an expiration
date of August 1, 2009.

The Declaration of Operator is signed by a senificer of the company to which a POA
is issued (ExxonMobil), and states that the equign@ad installations are fit for the
purpose for which they are to be used, the opeyagtocedures relating to them are
appropriate for those uses, and the personnel whtoabe employed in connection with
them are qualified and competent for their emplaym&he Declaration of Operator is
submitted prior to the issuance of the POA, artles amended from time to time.

3.0 Incident Description
3.1 Background Information

The North Triumph platform is part of the Sable $Dffre Energy Project (SOEP), and is
located approximately 25 km south of Sable Islarithe SOEP produces natural gas
from five offshore fields, namely Thebaud, Northufnph, Venture, Alma and South

Venture. All natural gas produced from these Bakirouted to a centralized processing
platform located at the Thebaud field, and themdparted to shore by way of a 26”

pipeline. The SOEP is operated by ExxonMobil.

The North Triumph platform is a normally unmannddtfiorm with two natural gas
wells, preliminary processing facilities and asatail support equipment. The gas is
transported via flowline to the normally attenddtebaud platform for processing and is
then transported through a further pipeline to ehor final processing and sale. The
North Triumph Platform is monitored and operateuhfrthe Thebaud Platform.
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Figure 1: Sable Offshore Energy Project — Faciligs

The North Triumph platform is powered by two elexl generators, each driven by a
Mitsubishi diesel engine (tag identification nunmbd?5241 and P5242). Each diesel
generator set is a fully integrated, skid mountadkpge with a weather proof, walk-
around enclosure that is located on the produaexk of the North Triumph platform.
Each enclosure houses the generator and the diegiele, as well as ancillary equipment
that includes a 190 liter day tank for diesel fudie day tank is filled by gravity from
two diesel storage tanks located on the mezzanewk @f the platform, above the
production deck. These storage tanks each haveazitaof 20,000 liters.
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Figure 2: Generator Fuel System Schematic

Also included within each enclosure is a berm (aped by the Board), 2 inches deep, 66
inches wide and 176 inches long, (5 centimeterg,déé7 centimeters wide, 447

centimeters long) which has a 380 liter capacitifisTwas designed to contain minor
leaks and accidental spillage that may occur dunr@ntenance or equipment failure,

and was sized for twice the volume of the diesgltdak. The bermed area is not drained
and the design was based on the premise that aidydbntained in the berm would be

recovered manually and disposed of in an approwaher onshore.

3.2 Description of Incident

As reported by ExxonMobil on August 22, 2004 at3B0hrs. personnel arrived at the
normally unmanned North Triumph platform via a Gd#iaa Helicopters Corporation
(CHC) helicopter to perform planned maintenancaviiets. At 10:20 hrs. while
descending from the helicopter, personnel noticeddour of diesel fuel. At 10:37 hrs.
they traced the source to a leak on the fuel systérgenerator P5242. The crew
immediately went to the Temporary Safe Refuge aiftbr assessing safety hazards,
started the emergency back-up generator. Aftesutsessful start-up, generator P5242
was shut-down and the fuel supply was isolated. asoumulation of diesel was
identified around the generator emanating fromibgom of the fuel filter. The spilled
diesel fuel was overflowing the bermed area anelasthg overboard through the grating
surrounding the generator enclosure. The crewaaued any further leakage with
absorbent cloth. Personnel noticed “streamer lige&ens on the water below the
platform.
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4.0 Regulatory Response

Section 67 of théNova Scotia Offshore Area Petroleum Production &whservation
Regulationsrequires the Chief Conservation Officer or the CHsafety Officer to
investigate or cause to be investigated any intjdancident or other event at a
production site that results, or could result, irs@ll into the natural environment
exceeding the limits specified in the environmeptaitection plan or in the requirements
of the production operations authorization.

Upon receiving notification of the spill on Augu&?, 2004, the Board assigned
conservation officers to investigate this incidestng officer powers afforded to them
under the Accord Act. The Board also immediateltifieal Environment Canada of the
incident given its regulatory responsibilities undee federal Fisheries Act, and also
notified the Nova Scotia Department of Environmamid Labour because the spill
occurred in the vicinity of Sable Island.

On August 23, 2004 representatives from the Baandjronment Canada and the Nova
Scotia Department of Environment and Labour travéteSable Island to participate in a
beach assessment, along with Sable Island resil@mtLucas. The purpose of this
assessment was to look for indications of diesdlliagpacts to the beach or wildlife. No
evidence of fuel reaching the island or of any iotgan wildlife was found. A Transport
Canada pollution surveillance flight carried ouattlsame day observed no evidence of
sheens. It was thus concluded that the diesehfakinaturally dispersed and evaporated.

The Board investigation was carried out by way aiducting interviews, and collecting
and analyzing documentation. In January 2005, lged investigator made a
determination that there were reasonable grountslieve that a regulatory offence may
have been committed, and a formal investigation jpdtential offences was launched.

The Board’s investigation was conducted in conjiamctvith Environment Canada which

undertook an investigation of the incident under filaderal Fisheries Act. In June 2006,
Environment Canada closed its investigation on timelerstanding that the Board

investigation would continue.
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5.0 Investigation Findings
5.1 Technical Findings

The leak was determined to be the result of a netiite bottom of the fuel filter canister
installed on generator P5242, measuring approxigna@einches in length. The dent
created a stress concentration that, with the tedeayclic loading caused by the fuel
pump, developed into a hairline crack of approxahal % inches in length. Diesel then
sprayed through the crack into the bermed areayteally exceeding its capacity and
overflowing to the open deck and through the grpiimo the sea.

Figure 3: Fuel filter canister removed from P5242n North Triumph
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Figure 4: Dent and Crack in fuel filter canister removed from P5242 on North
Triumph

The volume of diesel fuel which was gradually reksh from the fuel filter on the
generator was calculated as 3,908 liters. At theetihe spill was discovered by the
personnel arriving on the platform, the berm arotivelgenerator was full and therefore
the volume of diesel spilled to the sea is caledats 3,528 liters, the difference between
3,908 liters and the berm capacity of 380 litetsisTamount was released gradually over
a period of approximately 32 hours. The generador dontinued to operate because there
was an adequate fuel supply despite the leak.

The cause of the dent on the fuel filter is notwnoAn internal investigation carried out
by ExxonMobil concluded that the dent most likekysted when the filter was installed.
This conclusion was derived based on their detafiwn that no work had been
conducted in the generator enclosure area betweetime the filter was installed and
when the leak was detected.

Physical and metallurgical analysis of the fudkfilwas carried out by PSC Analytical
Services (located in Burlington, Ontario), and deth scanning electron microscope
analysis of the fracture surface was carried ou¥ibyallurgical Consultants, Inc. (located
in Houston, Texas). The following conclusions werawn as a result of these analyses:
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1. There were no apparent quality or workmanship lerab with the damaged filter
that would have attributed to the failure of thenpmnent.

2. The observed crack on the bottom of the filtaswhe result of fatigue that initiated at
the outside surface at the apex of the impact dent.

3. Observations indicate that cracking resultechfeohigh mean tensile stress on the
outside surface caused by elastic spring-backeotiént plus cyclic fatigue stresses
from the fuel pumping action of the diesel engine.

5.2 Regulatory Findings

The Board’s investigation identified four (4) pati@h offences under the Accord Acts
and regulations. A Crown Brief was prepared anuhstied to the Public Prosecution
Service of Canada which subsequently advised therdBthat the evidence collected
could support the laying of charges in each ingdnc an offence contrary to subsection
199(1) of the Accord Act, which states (in part):

199.(1) Every person is guilty of an offence who
(a) contravenes this Part or the regulations;

In such cases, the lead investigator, and ultipatieé Board’'s Chief Conservation
Officer, needs to make a determination as to whetthg@roceed with prosecution. By
Board policy, such a determination must be madmdgikto account both technical and
legal considerations:

Technical Considerations:

1. Whether an incident or accident under investigat®the result of negligence,
repeated lack of concern or obvious disregard &alth, safety, environment or
resource conservation;

The gravity of the offence;

Whether other remedies would be available and pablfe;

Whether the general record of the offender warrprdasecution; and

Whether the offence can be clearly identified (ihee grounds upon which the
offence is believed to have occurred).

abrwn

Legal Considerations:

1. The prospect of conviction based on admissibilitg aeight of evidence, and/or
whether facts of contravention can be proven;

2. Need for deterrence based on seriousness (fataiityal injury) of the offence;

3. Respect for the intent of the law;

4. The type of defense available to the defendantvamether this would be met, in
practical terms;

5. Grounds of compassion for the person responsible;
6. The consequences (i.e. time, cost, benefits, hafiposecuting; and,
7. The likelihood of success having considered a#vaht factors.
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Taking into account the above, it was determineat firosecution should be sought
because of the need for deterrence. On Augus2d@, the following four (4) charges
were laid by the Crown in connection with this ohent:

for causing or permitting a spill (reference sulbisec166(1) of theCanada-
Nova Scotia Offshore Petroleum Resources Accordelmgntation AGtS.C.
1988, c.25);

for failing to ensure that equipment used at a pectidn installation had a
control system to protect the natural environmeatefence section 52 of the
Nova Scotia Offshore Area Petroleum Production adbnservation
RegulationsSOR/95-190);

for failing to ensure that a production operatiomsvsuspended forthwith where
the continuation of that operation would cause &l spto the natural
environment (reference subsection 60(1) of Mmva Scotia Offshore Area
Petroleum Production and Conservation Regulati@®R/95-190); and

for failing to carry on production operations incamdance with the approved
development plan (reference subsection.7(2) ofNtbea Scotia Offshore Area
Petroleum Production and Conservation Regulati®©R/95-190)

6.0 Prosecution Outcome

Prosecution of the four charges laid against ExxobiMwas handled by the Public
Prosecution Service of Canada.

The charge for failing to carry on production opienas in accordance with the approved
development plan was subsequently dismissed asidenee was offered by the Crown.

On December 21, 2007, ExxonMobil entered into ceuplea of guilty to one charge

(that being of causing or permitting a spill), afe Crown withdrew the other three

charges. ExxonMobil was assessed a penalty oD860$10,000 as a fine, and $50,000
to be paid into the Environmental Damages Fund.

7.0 Corrective Actions to Prevent Recurrence

As follow up to a spill of this nature, the Boandsares that corrective actions are taken
by the Operator to prevent recurrence of a similaident in the future. In this regard,
ExxonMobil has implemented the following:

0] Each of the diesel generators is equipped with rdaoement area designed to
capture any fluids that may leak or spill from #guipment. As a follow up to
this incident, remote sensing equipment designetketect small volume releases
within the containment area has been added at tnth N riumph platform. The
sensing equipment provides an alarm to the Thel&2emtral Control Room.
Alarms are to be investigated, and operations ateetsuspended where the data
suggests a likely release to the sea. Additionalesilance is to be implemented
prior to re-establishing the operation. Similar seg equipment has also been
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(ii)

(iii)

installed at the other normally unattended plat®rAlma and South Venture)
and additionally at the normally manned Venture @hdbaud platforms.

At the time of the incident, the diesel inventogvél on each platform was
recorded daily by the operator at the Thebaud @eftontrol Room for supply
replenishment purposes. As a follow up to this deat, ExxonMobil has
committed to enhancing the management of inventevels by making more
frequent observations of the inventory and using ithiformation to calculate
consumption rates. This data is then used by theratpr to trend diesel
consumption over the previous five-day period. Aabes in the inventory level
or the consumption trend are to be reported ancestiyated internally.
Operations are to be suspended in situations wiheredata suggests a likely
release to the sea.

A survey of existing equipment, incident databasas filter vendors was carried
out by ExxonMobil to determine the potential for,lestory of similar fuel filter
failures, and none were identified through thisveyr The circumstances
surrounding this incident were reviewed with mairiiece and operations
personnel to share lessons learned. Filter handinty storage procedures were
also updated.

The Board has in place an effective monitoring esysto evaluate Operator compliance
with health, safety and environmental regulatornguieements while conducting
authorized petroleum related activities. Such nwooimg programs include following up
on identified corrective actions to assure thay thave been effectively implemented.
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