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BAY AREA
AIR QUALITY

MANAGEMENT

DisTRICT

BOARD OF DIRECTORS
SPECIAL MEETING

May 31, 2017

A special meeting of the Bay Area Air Quality Management District Board of Directors will be held
at 9:45 a.m. in the 1% Floor Board Room at the Air District Headquarters, 375 Beale Street, San

Francisco, California 94105.

Questions About
an Agenda Item

Meeting Procedures

The name, telephone number and e-mail of the appropriate staff
Person to contact for additional information or to resolve concerns is
listed for each agenda item.

The public meeting of the Air District Board of Directors begins at
9:45 a.m. The Board of Directors generally will consider items in the
order listed on the agenda. However, any item may be considered in

any order.

After action on any agenda item not requiring a public hearing, the
Board may reconsider or amend the item at any time during the
meeting.




Public Comment
Procedures

Persons wishing to make public comment must fill out a Public
Comment Card indicating their name and the number of the agenda
item on which they wish to speak, or that they intend to address the
Board on matters not on the Agenda for the meeting.

Public Comment on Non-Agenda Matters, Pursuant to
Government Code Section 54954.3 Persons submitting Public
Comment Cards indicating they wish to speak on matters not on the
agenda for the meeting will have three minutes each to address the
Board on matters not on the agenda. All Public Comment Cards must
be submitted in person to the Clerk of the Boards at the location of
the meeting and prior to commencement of the meeting. Speakers
typically are allowed three minutes each to speak, however, the
Chairperson or other Board Member presiding at the meeting may
limit the public comment for all speakers to fewer than three minutes
per speaker, or make other rules to ensure that all speakers have an
equal opportunity to be heard.

Members of the Board may engage only in very brief dialogue
regarding non-agenda matters, and may refer issues raised to District
staff for handling. In addition, the Chairperson may refer issues
raised to appropriate Board Committees to be placed on a future
agenda for discussion.

Public Comment on Agenda Items The public may comment on
each item on the agenda as the item is taken up. Public Comment
Cards for items on the agenda must be submitted in person to the
Clerk of the Boards at the location of the meeting and prior to the
Board taking up the particular item. Where an item was moved from
the Consent Calendar to an Action item, no speaker who has already
spoken on that item will be entitled to speak to that item again.

Speakers typically are allowed three minutes each to speak, however,
the Chairperson or other Board Member presiding at the meeting may
limit the public comment for all speakers to fewer than three minutes
per speaker, or make other rules to ensure that all speakers have an
equal opportunity to be heard. The Chairperson or other Board
Member presiding at the meeting may, with the consent of persons
representing both sides of an issue, allocate a block of time (not to
exceed six minutes) to each side to present their issue.




BOARD OF DIRECTORS SPECIAL MEETING

AGENDA
WEDNESDAY Board Room
MAY 31, 2017 15T Floor
9:45 A M.
CALL TO ORDER Chairperson, Liz Kniss
1. Opening Comments
Roll Call

Pledge of Allegiance

The Chair shall call the meeting to order and make opening comments. The Clerk of the
Boards shall take roll of the Board members. The Chair shall lead the Pledge of Allegiance.

CONSENT CALENDAR (ITEMS 2 - 3) Staff/Phone (415) 749-

2. Minutes of the Board of Directors Regular Meeting of May 17, 2017
Clerk of the Boards/5073

The Board of Directors will consider approving the draft minutes of the Regular Board of
Directors Meeting of May 17, 2017.

3. Board Communications Received from May 17, 2017 through May 30, 2017
J. Broadbent/5052
[broadbent@baagmd.gov

A copy of communications directed to the Board of Directors received by the Air District from
May 17, 2017 through May 30, 2017, if any, will be at each Board Member’s place.

PUBLIC HEARING

4. Public Hearing to consider staff’s evaluation of Regulation 12, Rule 16: Petroleum Refining
Facility-Wide Emissions Limits (Rule 12-16) and the associated Environmental Impact
Report J. Broadbent/5052

jbroadbent@baagmd.gov

The Board of Directors will receive testimony and consider the staff’s evaluation of New
Regulation 12, Rule 16. The Board may elect to adopt the rule and certify the associated EIR
pursuant to the California Environmental Quality Act (CEQA).


mailto:jbroadbent@baaqmd.gov

PUBLIC COMMENT ON NON-AGENDA MATTERS

5. Public Comment on Non-Agenda Items, Pursuant to Government Code Section 54954.3
Speakers will be allowed one minute each to address the Board on non-agenda matters.

BOARD MEMBERS’ COMMENTS

6. Any member of the Board, or its staff, on his or her own initiative or in response to questions
posed by the public, may: ask a question for clarification, make a brief announcement or
report on his or her own activities, provide a reference to staff regarding factual information,
request staff to report back at a subsequent meeting concerning any matter or take action to
direct staff to place a matter of business on a future agenda. (Gov’t Code § 54954.2)

OTHER BUSINESS

7. Report of the Executive Officer/APCO
8. Chairperson’s Report
0. Time and Place of Next Meeting:
Wednesday, June 21, 2017, at 375 Beale Street, San Francisco, CA 94105 at 9:45 a.m.
10.  Adjournment

The Board meeting shall be adjourned by the Board Chair.



CONTACT:

MANAGER, EXECUTIVE OPERATIONS (415) 749-5016
375 BEALE STREET, SAN FRANCISCO, CA 94105 FAX: (415) 928-8560
mmartinez@baagmd.gov BAAQMD homepage:

www.baagmd.gov

e To submit written comments on an agenda item in advance of the meeting. Please note that all
correspondence must be addressed to the “Members of the Board of Directors” and received
at least 24 hours prior, excluding weekends and holidays, in order to be presented at that
Board meeting. Any correspondence received after that time will be presented to the Board at
the following meeting.

e Torequest, in advance of the meeting, to be placed on the list to testify on an agenda item.

e Any writing relating to an open session item on this Agenda that is distributed to all, or a
majority of all, members of the body to which this Agenda relates shall be made available at
the District’s offices at 375 Beale Street, Suite 600, San Francisco, CA 94105, at the time
such writing is made available to all, or a majority of all, members of that body.

Accessibility and Non-Discrimination Policy

The Bay Area Air Quality Management District (Air District) does not discriminate on the basis
of race, national origin, ethnic group identification, ancestry, religion, age, sex, sexual orientation,
gender identity, gender expression, color, genetic information, medical condition, or mental or
physical disability, or any other attribute or belief protected by law.

It is the Air District’s policy to provide fair and equal access to the benefits of a program or
activity administered by Air District. The Air District will not tolerate discrimination against any
person(s) seeking to participate in, or receive the benefits of, any program or activity offered or
conducted by the Air District. Members of the public who believe they or others were unlawfully
denied full and equal access to an Air District program or activity may file a discrimination
complaint under this policy. This non-discrimination policy also applies to other people or entities
affiliated with Air District, including contractors or grantees that the Air District utilizes to
provide benefits and services to members of the public.

Auxiliary aids and services including, for example, qualified interpreters and/or listening devices,
to individuals who are deaf or hard of hearing, and to other individuals as necessary to ensure
effective communication or an equal opportunity to participate fully in the benefits, activities,
programs and services will be provided by the Air District in a timely manner and in such a way
as to protect the privacy and independence of the individual. Please contact the Non-
Discrimination Coordinator identified below at least three days in advance of a meeting so that
arrangements can be made accordingly.

If you believe discrimination has occurred with respect to an Air District program or activity, you
may contact the Non-Discrimination Coordinator identified below or visit our website at
www.baagmd.gov/accessibility to learn how and where to file a complaint of discrimination.

Questions regarding this Policy should be directed to the Air District’s Non-Discrimination
Coordinator, Rex Sanders, at (415) 749-4951 or by email at rsanders@baagmd.gov.



http://www.baaqmd.gov/
http://www.baaqmd.gov/accessibility
mailto:rsanders@baaqmd.gov

BAY AREA AIR QUALITY MANAGEMENT DISTRICT
375 BeaLe STreeT, San Francisco, CALIFORNIA 94105

FOR QUESTIONS PLEASE CALL (415) 749-5016 or (415) 749-4941

EXECUTIVE OFFICE:

MONTHLY CALENDAR OF AIR DISTRICT MEETINGS

JUNE 2017
TYPE OF MEETING DAY DATE TIME ROOM
Board of Directors Personnel Committee Friday 2 9:30 a.m 1% Floor Board Room
(At call of the Chair)
Board of Directors Regular Meeting Wednesday 7 9:45 a.m. 1% Floor Board Room
(Meets on the 1% & 3™ Wednesday of each Month)
- CANCELLED
Board of Directors Executive Committee Monday 19 9:30 a.m. 1% Floor Board Room
(Meets on the 3™ Monday of each Month)
Board of Directors Stationary Source Monday 19 10:30 a.m. 1% Floor Board Room
Committee (Meets on the 3 Monday of each Month)
Board of Directors Regular Meeting Wednesday 21 9:45 a.m. 1% Floor Board Room
(Meets on the 1% & 3™ Wednesday of each Month)
Board of Directors Mobile Source Thursday 22 9:30 a.m. 1% Floor Board Room
Committee (Meets on the 4™ Thursday of each Month)
Board of Directors Budget & Finance Wednesday 28 9:30 a.m. 1st Floor, Yerba Buena
Committee (Meets on the 4™ Wednesday of each Month) Room #109
JULY 2017
TYPE OF MEETING DAY DATE TIME ROOM
Board of Directors Regular Meeting Wednesday 5 9:45 a.m. 1% Floor Board Room
(Meets on the 1% & 3™ Wednesday of each Month)
Board of Directors Executive Committee Monday 17 9:30 a.m. 1% Floor Board Room
(Meets on the 3™ Monday of each Month)
Board of Directors Stationary Source Monday 17 10:30 a.m. 1% Floor Board Room
Committee (Meets on the 3 Monday of each Month)
Board of Directors Regular Meeting Wednesday 19 9:45 a.m. 1% Floor Board Room
(Meets on the 1% & 3™ Wednesday of each Month)
Board of Directors Climate Committee Thursday 20 9:30 a.m. 1% Floor Board Room
(Meets on the 3" Thursday of every other Month)
Advisory Council Meeting Monday 24 9:45 a.m. 1% Floor Board Room
(Meets on Monday Quarterly)
Board of Directors Budget & Finance Wednesday 26 9:30 a.m. 1st Floor, Yerba Buena
Committee (Meets on the 4™ Wednesday of each Month) Room #109
Board of Directors Mobile Source Thursday 27 9:30 a.m. 1% Floor Board Room

Committee (Meets on the 4™ Thursday of each Month)

HL - 5/19/17 11:55 a.m.

G/Board/Executive Office/Moncal




AGENDA: 2

BAY AREA AIR QUALITY MANAGEMENT DISTRICT
Memorandum

To: Chairperson Liz Kniss and Members
of the Board of Directors

From: Jack P. Broadbent
Executive Officer/ APCO

Date: May 17, 2017

Re: Minutes of the Board of Directors Reqular Meeting of May 17, 2017

RECOMMENDED ACTION

Approve the attached draft minutes of the Board of Directors Regular Meeting of May 17, 2017.
DISCUSSION

Attached for your review and approval are the draft minutes of the Board of Directors Regular
Meeting of May 17, 2017.

Respectfully submitted,

Jack P. Broadbent
Executive Officer/ APCO

Prepared by: Marcy Hiratzka
Reviewed by: Maricela Martinez

Attachment 2A: Draft Minutes of the Board of Directors Regular Meeting of May 17 2017.



AGENDA 2A - ATTACHMENT

Draft Minutes - Board of Directors Regular Meeting of May 17, 2017

Bay Area Air Quality Management District
375 Beale Street, Suite 600
San Francisco, CA 94105
(415) 749-5073

Board of Directors Regular Meeting
Wednesday, May 17, 2017

DRAFT MINUTES
Note: Audio recordings of the meeting are available on the website of the

Bay Area Air Quality Management District at
http://www.baagmd.gov/about-the-air-district/board-of-directors/resolutionsagendasminutes

CALL TO ORDER:
1. Opening Comments: Chairperson, Liz Kniss, called the meeting to order at 11:11 a.m.
Roll Call:

Present: Chairperson Liz Kniss; Vice Chairperson Dave Hudson; Secretary Katie Rice; and
Directors Margaret Abe-Koga, Teresa Barrett, Pauline Russo Cutter, John Gioia,
Scott Haggerty, Rebecca Kaplan, Doug Kim, Hillary Ronen, Mark Ross, Pete
Sanchez, Jeff Sheehy, Rod Sinks, Jim Spering, Brad Wagenknecht, and Shirlee Zane.

Absent: Directors David J. Canepa, Cindy Chavez, Carole Groom, Nate Miley, Karen
Mitchoff, and Tyrone Jue.

PUBLIC COMMENT ON NON-AGENDA MATTERS

2. Public Comment on Non-Agenda Items, Pursuant to Government Code Section 54954.3

Public comments were made by Tony Fisher, Coalition for Clean Air; Bob Brown, Western States
Petroleum Association; and Mike Miller, United Steel Workers Local 326.

CONSENT CALENDAR (ITEMS 3-7)

Minutes of the Regular Board of Directors Meeting of April 19, 2017

Board Communications Received from April 19, 2017 through May 16, 2017

Air District Personnel on Out-of-State Business Travel

Notices of Violation Issued and Settlements in Excess of $10,000 in the Month of April 2017
Quarterly Report of the Executive Office and Division Activities for the Months of January
2017 — March 2017

No ko

Public Comments:

No requests received.


http://www.baaqmd.gov/about-the-air-district/board-of-directors/resolutionsagendasminutes

Draft Minutes - Board of Directors Regular Meeting of April 19, 2017

Board Comments:

None.
Board Action:

Director Kaplan made a motion, seconded by Director Zane, to approve the Consent Calendar Items 3
through 7, inclusive; and the motion carried by the following vote of the Board:

AYES: Abe-Koga, Barrett, Cutter, Gioia, Haggerty, Hudson, Kaplan, Kim, Kniss, Rice,
Ronen, Ross, Sanchez, Sheehy, Sinks, Spering, Wagenknecht, and Zane.
NOES: None.

ABSTAIN:  None.
ABSENT: Canepa, Chavez, Groom, Jue, Miley, and Mitchoff.

COMMITTEE REPORTS

8. Report of the Budget and Finance Committee Meeting of April 26, 2017
Budget and Finance Committee Vice Chair, Katie Rice, read the following Committee report:
The Committee met on Wednesday, April 26, 2017 and approved the minutes of March 22, 2017.
The Committee reviewed and discussed the staff presentation Continued Discussion of Fiscal Year
Ending 2018 Proposed Air District Budget and Consideration to Recommend Adoption. The
Committee recommends the Board:

1. Adopt the Fiscal Year Ending 2018 Proposed Budget.
The Committee then reviewed and discussed the presentation Pension Rate Stabilization Program and
Other Post-Employment Benefits Pre-Funding Using 115 Trust Administered by Public Agency
Retirement Services (PARS.)

Finally, the Committee reviewed and discussed the staff presentation Third Quarter Financial Report
for Fiscal Year Ending 2017.

The next meeting of the Budget and Finance Committee is at the call of the Chair. | move that the
Board approve the Budget and Finance Committee’s recommendation. This concludes the Chair
Report of the Budget and Finance Committee.

Public Comments:

No requests received.

Board Comments:

None.



Draft Minutes - Board of Directors Regular Meeting of April 19, 2017

Board Action:

Secretary Rice made a motion, seconded by Vice Chair Hudson, to approve the recommendations of
the Budget and Finance Committee; and the motion carried by the following vote of the Board:

AYES: Abe-Koga, Barrett, Cutter, Gioia, Haggerty, Hudson, Kaplan, Kim, Kniss, Rice,
Ronen, Ross, Sanchez, Sheehy, Sinks, Spering, Wagenknecht, and Zane.
NOES: None.

ABSTAIN:  None.
ABSENT: Canepa, Chavez, Groom, Jue, Miley, and Mitchoff.

0. Report of the Legislative Committee Meeting of May 11, 2017
Legislative Committee Chair, Brad Wagenknecht, read the following Committee report:

The Legislative Committee met on Thursday, May 11, 2017, and approved the minutes of December
12, 2016, and March 30, 2017.

The Committee discussed the following bills and recommends that the Board of Directors take the
following positions:

— AB 378 (C. Garcia): Oppose unless amended;
— AB 476 (Gipson): Oppose; and
— SB 775 (Wieckowski): Support in concept.

Three additional bills were discussed at the Committee meeting, and the Committee recommends that
the Board of Directors take the following positions:

— AB 458 (Frazier): Oppose unless amended;
— AB 1218 (Obernolte): Support; and
— SB 100 (De Leon): Support in concept.

The Committee also discussed six principles to guide staff, as the Legislature negotiates changes to
AB 378 and SB 775 over the next month, and recommends Board of Directors’ approval. Copies of
the additional bills and the principles are at your places.

The next meeting of the Committee is at the Call of the Chair. I move that the Board approve the
Committee’s recommendations. This concludes the Chair’s report of the Legislative Committee.

Public Comments:

No requests received.

Board Comments:

The Board and staff discussed the Board’s request for titles of new bills under consideration to be

included in Committee and Chair reports for Board meetings; why the District supports returning Cap

and Trade auction revenues to the public; and whether the District’s interests are consistent with those
3



Draft Minutes - Board of Directors Regular Meeting of April 19, 2017

of the California Community Choice Association, as community choice aggregation options are now
available within all nine Bay Area Counties.

Board Action:
Director Wagenknecht made a motion, seconded by Vice Chair Hudson, to approve the

recommendations of the Legislative Committee; and the motion carried by the following vote of the
Board:

AYES: Abe-Koga, Barrett, Cutter, Gioia, Haggerty, Hudson, Kaplan, Kim, Kniss, Rice,
Ronen, Ross, Sanchez, Sheehy, Sinks, Spering, Wagenknecht, and Zane.
NOES: None.

ABSTAIN:  None.
ABSENT: Canepa, Chavez, Groom, Jue, Miley, and Mitchoff.

PRESENTATION

10. Briefing on the Valero Benicia Refinery Incident of May 5, 2017

Jack Broadbent, Executive Officer/Air Pollution Control Officer, introduced Wayne Kino, Director of
Compliance and Enforcement, who gave the staff presentation Briefing on the Valero Benicia Refinery
Incident of May 5, 2017, including: refinery location; incident overview; response; air quality impacts;
agencies’ monitoring efforts; and investigation.

Public Comments:

Public comments were given by Greg Karras, Communities for a Better Environment.

Board Comments:

The Board and staff discussed why the Valero refinery lacks backup power generation capabilities;
whether air monitoring was extended to Community Air Risk Evaluation (CARE) areas adjacent to
the refinery following the incident, and the consideration of monitoring resources for future incidents;
the status of the District’s installation of fence line monitoring systems per Regulation 12, Rule 15
(Petroleum Refining Emissions Tracking), and how such systems might have helped during this
incident; the feasibility of a District policy that would result in the ceasing of refinery operations
based upon a maximum number of Notices of Violations that are issued to a refinery, pertaining to a
significant incident; the monitoring of health effects in vulnerable communities and schools that were
affected by this incident; root cause analysis, and which agencies have the authority to remediate the
situation; and the frequency of flaring incidents at refineries.

Board Action:

None; receive and file.


http://www.baaqmd.gov/%7E/media/files/planning-and-research/rules-and-regs/reg-12/rg1215-pdf.pdf?la=en

Draft Minutes - Board of Directors Regular Meeting of April 19, 2017

PUBLIC COMMENT ON NON-AGENDA MATTERS

11. Public Comment on Non-Agenda Items, Pursuant to Government Code Section 54954.3
No requests received.

BOARD MEMBERS’ COMMENTS

12. Board Member’s Comments

Director Zane announced that the Sonoma County Water Agency was awarded the Spare the Air
Leadership Award, for developing a diverse renewable energy portfolio, and implementing a range of
efficiency measures to deliver water without a carbon footprint.

Director Kaplan announced that the dispute over the proposed coal export terminal in West Oakland is
continuing, and welcomed any support from agencies who oppose this proposal, as regional impacts
are anticipated.

Chair Kniss acknowledged the District’s 2016 Annual Report.

OTHER BUSINESS

13. Report of the Executive Officer/Air Pollution Control Officer

Mr. Broadbent’s presentation on 0zone seasons has been posted on the District website.
14. Chairperson’s Report

None.

15. Time and Place of Next Meeting

Wednesday, May 31, 2017, at 375 Beale Street, 1% Floor Board Room, San Francisco, CA 94105 at
9:45 a.m.

16. Adjournment

The meeting adjourned at 12:13 p.m.

Marcy Hiratzka
Clerk of the Boards



AGENDA: 3

BAY AREA AIR QUALITY MANAGEMENT DISTRICT
Memorandum

To: Chairperson Liz Kniss and Members
of the Board of Directors

From: Jack P. Broadbent
Executive Officer/ APCO

Date: May 17, 2017

Re: Board Communications Received from May 17, 2017 through May 30, 2017

RECOMMENDED ACTION

None; receive and file.

DISCUSSION

Copies of communications directed to the Board of Directors received by the Air District from
May 17, 2017, through May 30, 2017, if any, will be at each Board Member’s place at the April
19, 2017, Board meeting.

Respectfully submitted,

Jack P. Broadbent
Executive Officer/ APCO

Prepared by: Aloha Galimba
Reviewed by: Maricela Martinez




AGENDA: 4

BAY AREA AIR QUALITY MANAGEMENT DISTRICT
Memorandum

To: Chairperson Liz Kniss and Members
of the Board of Directors

From: Jack P. Broadbent
Executive Officer/APCO

Date: May 24, 2017
Re: Public Hearing to consider staff’s evaluation of Regulation 12, Rule 16: Petroleum

Refining Facility-Wide Emissions Limits (Rule 12-16) and the associated
Environmental Impact Report

RECOMMENDED ACTION

Consider new Regulation 12: Miscellaneous Standards of Performance, Rule 16: Petroleum
Refining Facility-Wide Emissions Limits for adoption and certify appropriate portions of the EIR
dealing with Rule 12-16.

BACKGROUND

On December 16, 2015, the Board unanimously approved the first phase of the Refinery Emission
Reduction Strategy which will reduce refinery emissions by 14%. These rules included: Regulation
6-5: Fluid Catalytic Cracking Units, Regulation 8, Rule 18: Equipment Leaks and Regulation 11,
Rule 10: Cooling Towers. On April 20, 2016, the Board adopted Regulation 9, Rule 14: Petroleum
Coke Calcining Operations which will further reduce refinery industry emissions between 1 and
3%. The Board also adopted Regulation 12, Rule 15: Petroleum Refining Emissions Tracking
which will require improved and expanded emissions inventories from Bay Area refineries and
support facilities, expanded fence-line monitoring at the refineries and the review of the
composition and property data for crude oil and feedstocks processed at the refinery.

At the July 20, 2016 meeting, the Board of Directors further directed staff to develop regulatory
language that represents a proposal by Communities for a Better Environment and associated
organizations (CBE) to limit emissions from petroleum refining facilities and three support
facilities. The CBE proposal specified numeric limits on Greenhouse Gas (GHG), and three criteria
pollutants: particulate matter (PM), oxides of nitrogen (NOx) and sulfur dioxide (SO2). The limits
in the CBE proposal are based on historic emission levels. Staff continued to raise concerns about
the proposal regarding the legality of certain aspects of the proposal, particularly those associated
with specifying criteria pollutant caps on refineries. Staff also investigated alternative methods to
address concerns about changing refinery operations increasing combustion emissions and began
developing a draft new rule, Regulation 13, Rule 1, concurrently to Rule 12-16 development, Rule
13-1 is intended to be the first step in addressing combustion related emissions, including GHGs,
throughout the Bay Area.



At the same Board meeting in July, the Board of Directors directed staff to prepare an
Environmental Impact Report (EIR) to analyze the environmental impacts of two rules: the
proposal by CBE (draft Regulation 12, Rule 16 or “Rule 12-16) and, a proposal by staff to
significantly reduce toxic risk from refineries and hundreds of other sources throughout the Bay
Area (draft Regulation 11, Rule 18 or “Rule 11-18”) that would address localized impacts of toxic
air contaminants to nearby communities.

DISCUSSION

As directed by the Board of Directors, staff developed draft Rule 12-16 to ensure that it represented
the concepts developed by CBE to place specific, numeric caps for GHG, PM, NOx and SOz on
each of the five Bay Area refineries, and on three support facilities that supply products directly to
the refineries.

In order to consider and address input from government agencies, hospitals, and small businesses,
Rule 11-18 will be brought to the Board in the third quarter of 2017. The Rule 11-18 portion of
the EIR will not be considered for certification by the Board in this hearing, because it may need
to be revised based on these stakeholder discussions. However, the portion the EIR that addresses
Rule 12-16 will be available for the Board to certify, if they so desire, at this hearing where they
are considering Rule 12-16.

In addition to working with stakeholders during the rule development process, staff conducted
public outreach at four Open House Workshops conducted at Cupertino on March 27", Benicia on
March 28%, Hayward on March 29" and Richmond on March 30™. Public workshop notices, the
draft 12-16 rule language, the staff report, the socioeconomic report and the EIR are available on
the Air District website at http://www.baagmd.gov/rulehearings.

BUDGET CONSIDERATIONS/FINANCIAL IMPACTS

Draft Rule 12-16 will require that emissions be appropriately tracked, and compliance determined
annually. Increased workloads are expected to result in the need for additional staff in the
Engineering Division to conduct these activities. Cost recovery percentages are expected to
decrease until fees to refineries can be adjusted to incorporate increased staff costs.



Respectfully submitted,

Jack P. Broadbent
Executive Officer/APCO

Prepared by:
Reviewed by:

Attachment 4A:
Attachment 4B:
Attachment 4C:
Attachment 4D:
Attachment 4E:
Attachment 4F:
Attachment 4G:

Eric Stevenson

Jean Roggenkamp

Final Regulatory Language for Rule 12-16

Final Staff Report for Rule 12-16, with Appendices

Comments and Responses on Staff Report

Final Socioeconomic Report for Rule 12-16

Environmental Impact Report for Rule 12-16

Comments and Responses on Environmental Impact Report
Advisory Council Efficacy of GHG Caps on Bay Area Refineries
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12-16-101
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12-16-202
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12-16-204
12-16-205
12-16-206
12-16-207
12-16-208
12-16-209
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12-16-300
12-16-301
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12-16-303
12-16-304
12-16-305

12-16-400
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12-16-600
12-16-601
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REGULATION 12
MISCELLANEOUS STANDARDS OF PERFORMANCE

RULE 16

PETROLEUM REFINING FACILITY-WIDE EMISSIONS LIMITS

INDEX

GENERAL
Description
Exemption, Small Refineries

DEFINITIONS

Accidental Air Release
Ambient Air

Annual Emissions Inventory
Criteria Pollutant

Crude Oill

Emissions Inventory
Greenhouse Gases (GHGS)
Permit to Operate
Petroleum Refinery

Source

STANDARDS

Green House Gas Emissions Limits
Particulate Matter (PM10) Emissions Limits
Particulate Matter (PM2.5) Emissions Limits
Nitrogen Oxide (NOx) Emissions Limits
Sulfur Dioxide (SOz2) Emissions Limits

ADMINISTRATIVE REQUIREMENTS

MONITORING AND RECORDS
Determination of Compliance

MANUAL OF PROCEDURES
Determination of Compliance Procedure



12-16-100

12-16-101

12-16-102

12-16-200

12-16-201

12-16-202

12-16-203

12-16-204

12-16-205

12-16-206
12-16-207

12-16-208

12-16-209

12-16-210

REGULATION 12
MISCELLANEOUS STANDARDS OF PERFORMANCE
RULE 16
PETROLEUM REFINING EMISSIONS LIMITS

(Adopted May XX, 2017)
GENERAL

Description: The purpose of this rule is to limit GHG, PMio, PM2s, NOx and SOz emissions
from petroleum refineries and associated support facilities.

Exemption, Small Refineries: This rule shall not apply to any refinery that is limited by an Air
District Permit to Operate to a total crude oil throughput or total crude oil processing capacity
of 5,000 barrels per day or less.

DEFINITIONS

Accidental Air Release: An unanticipated emission of a criteria pollutant, toxic air
contaminant, and/or greenhouse gas into the atmosphere required to be reported in a Risk
Management Plan (RMP) under 40 CFR §68.168.

Ambient Air: The portion of the atmosphere external to buildings to which the general public
has access.

Annual Emissions Inventory: An emissions inventory at a Petroleum Refinery covering a
calendar year period.

Criteria Pollutant: An air pollutant for which an ambient air quality standard has been
established, or that is an atmospheric precursor to such an air pollutant. For the purposes of
this rule, criteria pollutants are carbon monoxide (CO), oxides of nitrogen (NOx), particulate
matter with an aerodynamic diameter of 10 micrometers or less (PMio), particulate matter with
an aerodynamic diameter of 2.5 micrometers or less (PMzs), precursor organic compounds
(POC), and sulfur dioxide (SO2).

Crude Oil: Petroleum, as it occurs after being extracted from geologic formations by an oil well,
and after extraneous substances may have been removed, and which may be subsequently
processed at a Petroleum Refinery.

Emissions Inventory: As defined in Rule 12-15-206.

Greenhouse Gases (GHGs): The air pollutant that is defined in 40 CFR § 86.1818-12(a),
which is a single air pollutant made up of a combination of the following six constituents: carbon
dioxide, nitrous oxide, methane, hydrofluorocarbons, perfluorocarbons, and sulfur
hexafluoride. For the purposes of this rule, GHG emissions should be calculated in manner
consistent with California Air Resources Board requirements as contained in 895113 of the
Mandatory Greenhouse Gas Emissions Reporting Rule.

Permit to Operate: A written authorization obtained per BAAQMD Regulation 2, Rule 1,
Section 301.

Petroleum Refinery: An establishment that is located on one or more contiguous or adjacent
properties that processes crude oil to produce more usable products such as gasoline, diesel
fuel, aviation fuel, lubricating oils, asphalt or petrochemical feedstocks. Petroleum Refinery
processes include separation processes (e.g., atmospheric or vacuum distillation, and light
ends recovery), petroleum conversion processes (e.g., cracking, reforming, alkylation,
polymerization, isomerization, coking, and visbreaking), petroleum treating processes (e.g.,
hydrodesulfurization, hydrotreating, chemical sweetening, acid gas removal, and
deasphalting), feedstock and product handling (e.g., storage, crude oil blending, non-crude oil
feedstock blending, product blending, loading, and unloading), and auxiliary facilities (e.g.,
boilers, waste water treatment, hydrogen production, sulfur recovery plant, cooling towers,
blowdown systems, compressor engines, and power plants).

Source: As defined in BAAQMD Regulation 2, Rule 1, Section 221.



12-16-300 STANDARDS

12-16-301 Greenhouse Gas Emissions Limits: Effective January 1, 2018, the owner/operator of any
petroleum refinery or listed related facility shall not emit greenhouse gas emissions that exceed
the emissions limits shown in Table 12-16-301.

Table 12-16-301: GHG Emission Limits

Facility 2011-2015 Seven Percent
Baselinet Operating Emission Limit
(metric tons/year) Variation (metric tons/year)
(metric tons/year)
Chevron Refinery
A-0010 446 M 312K 477 M
Shell Refinery
A-0011 426 M 298 K 456 M
Phillips 66 Refinery
A-0016 1.50 M 105K 1.61M
Tesoro Refinery
B-2758/2759 2.44 M 171K 2.61M
Valero Refinery, B-2626
& Asphalt Plant, B-3193 294M 206 K 315M
Martinez Cogen LP
A-1820 421 K 295K 450 K
Air Liquide H2 Plant
B7419 885 K 61.9 K 947 K
Air Products H2 Plant
B-0295 271 K 19.0K 290 K

M = Millions, K = Thousands

Maximum annual emissions from 2011 — 2015 baseline years, California Air Resources
Board Emissions Inventory: Mandatory GHG Reporting - Reported Emissions, ARB
Calculated Covered Emissions (metric tons CO2e)
https://www.arb.ca.gov/cc/reporting/ghg-rep/reported-data/ghg-reports.htm

12-16-302 Particulate Matter (PM1o) Emissions Limits: Effective January 1, 2018, the owner/operator
of any petroleum refinery or listed related facility shall not emit particulate matter (PMuo)
emissions that exceed the emissions limits shown in Table 12-16-302.

Table 12-16-302: Particulate Matter (PM10) Emission Limits

Facility 2010-2014 Seven Percent
Baseline? Operating Emission Limit
(tons/year) Variation (tons/year)
(tonslyear)
i_hoe(‘)’lrg” Refinery 491 34.4 525
if‘oec')'ﬁef'”ery 550 38.5 589
Zf‘é'g‘l’g 66 Refinery 77.7 5.44 83.1
Tesoro Refinery
B-2758/2759 90.7 6.35 97.0
Valero Refinery, B-2626
& Asphalt Plant, B-3193 125 8.75 134
Xirgggz Cogen LP 17.6 1.23 18.8
Air Liquide H2 Plant 16.1 1.13 17.2
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https://www.arb.ca.gov/cc/reporting/ghg-rep/reported-data/ghg-reports.htm

B-0295

Facility 2010-2014 Seven Percent
Baseline? Operating Emission Limit
(tons/year) Variation (tons/year)
(tonsl/year)
B7419
Air Products H2 Plant 971 0.68 10.4

2Maximum annual emissions from 2010 — 2014 baseline years, Annual Emissions
Inventories (reported to ARB via CEIDARS), adjusted to exclude Flare and Cooling Water

Tower emissions.

12-16-303 Particulate Matter (PM25) Emissions Limits: Effective January 1, 2018, the owner/operator

of any petroleum refinery or listed related facility shall not emit particulate matter (PMz.s)

emissions that exceed the emissions limits shown in Table 12-16-303.

Table 12-16-303: Particulate Matter (PM,5) Emission Limits

B-0295

Facility 2010-2014 Seven Percent
Baseline Operating Emission Limit
(tons/year) Variation (tons/year)
(tons/year)
i_hoe(‘)’lrg” Refinery 469 32.8 502
if‘oec')'ﬁef'”ery 463 32.4 495
if‘(')'c';‘l’z 66 Refinery 70.1 4.91 75.0
Tesoro Refinery
B-2758/2759 72.6 5.08 7.7
Valero Refinery, B-2626
& Asphalt Plant, B-3193 124 8.72 133
Xirgggz Cogen LP 17.6 1.23 18.8
o 4Ll'g“'de H2 Plant 15.0 1.06 16.1
Air Products H2 Plant 9.06 0.63 969

SMaximum annual emissions from 2010 — 2014 baseline years, Annual Emissions
Inventories (reported to ARB via CEIDARS), adjusted to exclude Flare and Cooling Water

Tower emissions.

12-16-304 Nitrogen Oxide (NOx) Emissions Limits: Effective January 1, 2018, the owner/operator of

any petroleum refinery or listed related facility shall not emit nitrogen oxide (NOx) emissions
that exceed the emissions limits shown in Table 12-16-304.

Table 12-16-304: Nitrogen Oxide (NOy) Emission Limits

Facility 2010-2014 Seven Percent
Baseline? Operating Emission Limit
(tons/year) Variation (tons/year)
(tons/year)
Chevron Refinery
A-0010 907 63.5 970
Shell Refinery
A-0011 998 69.9 1.07 K
Phillips 66 Refinery
A-0016 270 18.9 289
Tesoro Refinery 949 66.4 1.02 K




Facility 2010-2014 Seven Percent
Baseline? Operating Emission Limit
(tons/year) Variation (tons/year)
(tonsl/year)
B-2758/2759
Valero Refinery, B-2626
& Asphalt Plant, B-3193 120K 84.0 128K
Martinez Cogen LP
A-1820 111 7.77 119
Air Liquide H2 Plant
B7419 12.7 0.90 13.6
Air Products H2 Plant
B-0295 8.25 0.58 8.83

K = Thousands

4Maximum annual emissions from 2010 — 2014 baseline years, Annual Emissions
Inventories (reported to ARB via CEIDARS), adjusted to exclude Flare and Cooling Water
Tower emissions.

12-16-305 Sulfur Dioxide (SO2) Emissions Limits: Effective January 1, 2018, the owner/operator of any
petroleum refinery or listed related facility shall not emit sulfur dioxide (SO2) emissions that
exceed the emissions limits shown in Table 12-16-305.

Table 12-16-305: Sulfur Dioxide (SO,) Emission Limits

Facility 2010-2014 Seven Percent
Baseline2 Operating Emission Limit
(tons/year) Variation (tons/year)
(tons/year)
i_hoe(‘)’lrg” Refinery 368 25.8 394
if‘oec')'ﬁef'”ery 1.36 K 95.2 1.46 K
if‘(')'c';‘l’z 66 Refinery 365 25.6 391
Tesoro Refinery
B-2758/2759 602 421 644
Valero Refinery, B-2626
& Asphalt Plant, B-3193 65.1 4.56 69.7
anez Cogen LP 2.15 0.15 2.30
’ég 4Ll'g“'de H2 Plant 2.35 0.16 2,51
g'_ggg%dums H2 Plant 2.70 0.19 2.89

K = Thousands
SMaximum annual emissions from 2010 — 2014 baseline years, Annual Emissions

Inventories (reported to ARB via CEIDARS), adjusted to exclude Flare and Cooling Water
Tower emissions.

12-16-400 ADMINISTRATIVE REQUIREMENTS



12-15-500 MONITORING AND RECORDS

12-16-501 Determination of Compliance: Compliance is determined by comparing the Annual
Emissions Inventory submitted by each petroleum refinery and support facility, reviewed and
approved by the APCO, to the total emissions limits established in Section 12-16-301 - 305.

12-16-502

12-15-600

12-16-601

501.1

501.2

501.3
501.4

501.5

Annual Emissions Inventory: The Annual Emissions Inventory shall be submitted to
the Air District by June 30 of each year as required by Regulation 12, Rule 15, Section
401.

Adjusted Annual Emissions Inventory: The District will adjust the Annual Emissions
Inventory to exclude Flare and Cooling Water Tower emissions. The adjusted Annual
Emissions Inventory establishes the actual emissions for each calendar year, and will
be compared to each facility’s emissions limits.

Emissions Limits: Emissions limits are established in Sections 12-16-301 — 305.
Compliance Determination: Beginning in 2019 the District will compare the previous
year's annual emission inventory for each pollutant from each facility with the emission
limit for each pollutant from each facility. If the emission limit is greater than the annual
emission inventory for each of the five limited pollutants (GHG, PMaio, PM2.5, NOx and
SO32) the facility is in compliance.

Emission Limit Exceedance: If the annual emission inventory is greater than the
emission limit for any of the five limited pollutants (GHG, PM1o, PM2s, NOx and SO2)
the facility is not in compliance. Each exceedance of an emission limit shall be
considered a violation for each day of the calendar year for the relevant emission
inventory.

Records: The Annual Emissions Inventory Report shall be submitted to the District by June 30
of each year, as required by Regulation 12, Rule 15, Section 401.

MANUAL OF PROCEDURES

Determination of Compliance Procedure: Manual of Procedures (MOP) Volume 1,
Enforcement Procedures; Part XX, Assessment of Refinery and Support Facility Emissions
Compliance establishes the procedure for excluding Flare and Cooling Water Tower emissions
from the Annual Emissions Inventories, and comparing the Annual Emissions Inventories to
the Emission Limits for each Petroleum Refinery and Support Facility.
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l. EXECUTIVE SUMMARY

Petroleum refineries are significant sources of harmful pollutants on both the global
(greenhouse gases) and regional/local scale (toxic air contaminants and criteria
pollutants). Many Bay Area residents have expressed concern about the impact of this
pollution on the environment and public health. Though refinery emissions have declined
over time, it is possible that, as refinery operations change in the future, emissions of
these pollutants could increase.

Communities for a Better Environment and several associated organizations (CBE) have
developed a concept and the Board of Directors have directed Air District staff to develop
regulatory language reflecting that concept into new Regulation 12, Rule 16: Petroleum
Refining Facility-Wide Emissions Limits (Rule 12-16 or “Refining Caps Rule”). This rule
would set numeric limits on specific refinery emissions. Rule 12-16 would apply only to
the Bay Area’s five petroleum refineries and three facilities associated with the refineries.

Air District staff has analyzed Rule 12-16 and found the limits in the rule to have been set
at a level consistent with the current production capacity of the refineries as a group.
Compliance would be demonstrated through the annual emissions inventory process. The
economic impacts of the rule are uncertain and depend on whether overall California
refinery capacity decreases due to closure or unexpected incidents or whether the
consumption of transportation fuels declines, as predicted by the California Air Resources
Board (CARB), or increases as it has been doing since 2012. Air District staff believes
CBE’s proposed concept for Rule 12-16 would likely be found to be beyond the Air
District’'s authority, especially where criteria pollutant compounds are capped, and/or
potentially arbitrary and capricious by a Court. Staff's analysis also indicates that the
refining caps concept will not improve air quality in refinery communities.

The staff of the Air District believes that the suite of rules under development or recently
adopted will better address community concerns about the air quality impacts from
refinery emissions. Rules already adopted by the Air District are projected to reduce
criteria pollutant emissions from the refining sector by 17 percent. Other emission
reduction rules currently under development will further reduce those criteria pollutant
emissions. Regulation 11, Rule 18 (Rule 11-18), currently under development, will limit
health risk from Toxic Air Contaminants (TAC) from refineries and other sources across
the Air District, addressing concerns about impacts in areas near affected facilities.
Regulation 13, Rule 1 (Rule 13-1), currently under development, will limit the carbon
intensity of refining. It is designed to prevent significant increases in combustion
emissions, including CO2, due to changes in refining operations that have the potential to
result in burning more fuel to process different crude oil feedstocks, such as heavier and
more sulfurous crude oil.

In response to the direction of the Board of Directors, staff has prepared the refining caps
concept as a rule package. This final staff report is a summary and explanation of Rule
12-16. The report will be published along with the Environmental Impact Report required
under the California Environmental Quality Act.
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Il. BACKGROUND

Air District staff has developed regulatory language at the direction of its Board of
Directors based on a concept proposed by CBE to limit refinery combustion emissions at
a level consistent with the refineries’ recent operations. Air District staff has developed
Rule 12-16 working with CBE to ensure the regulatory language meets the goals of the
concept. The draft rule would establish emissions limits for greenhouse gases (GHG’s),
nitrogen oxides (NOy), sulfur dioxide (SO2), and particulate matter 10 microns and smaller
(PM10) and particulate matter 2.5 microns and smaller (PM2;s).

At the direction of the Board, the staff of the Air District has prepared this staff report to
describe the draft Rule 12-16, and to provide an assessment of the rule’s consistency
with the Air District’s statutory authority.

A. Petroleum Refinery

Currently, the five petroleum refineries located in the Bay Area within the jurisdiction of
the Air District that would be affected by the rule are:

Chevron Products Company, Richmond (BAAQMD Plant #10)

Phillips 66 Company—San Francisco Refinery, Rodeo (BAAQMD Plant #21359)
Shell Martinez Refinery, Martinez (BAAQMD Plant #11)

Tesoro Refining and Marketing Company, Martinez (BAAQMD Plant #14628)
Valero Refining Company—California, Benicia (BAAQMD Plant #12626) and
associated Asphalt Plant (BAAQMD Plant #13193)

agrwbdE

The three affected, refinery-related facilities are:
1. Air Products and Chemicals hydrogen plant, Martinez (BAAQMD Plant #10295)
2. Air Liquide hydrogen plant, Rodeo (BAAQMD Plant #17419)
3. Martinez Cogen, L.P. (BAAQMD Plant #1820)

These three support facilities are subject to provisions of the rule because each is closely
linked to the operations of a refinery.

1. PETROLEUM REFINERY PROCESS DESCRIPTION

These facilities process crude oil into a variety of products such as gasoline, aviation fuel,
diesel and other fuel oils, lubricating oils, and feedstocks for the petrochemical industry.
The diagram in Figure 1 illustrates how various process units at petroleum refineries
convert raw crude oil (petroleum) into fuels and other products.
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Figure 1: Refinery Flow Diagram
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Legend: LSR = light straight-run naphtha; HSR = heavy straight-run naphtha; Kero = kerosene; LAGO = light
atmospheric gas oil; HAGO = heavy atmospheric gas oil; LVGO = light vacuum gas oil; MVGO = medium vacuum gas
oil; HYGO = heavy vacuum gas oil.

The processing of crude oil occurs in various process units or plants; some of the primary
process units include:

Crude Desalter: Crude oil is mixed with water to separate the salt and sediments
from the crude.

Crude Unit: The incoming desalted crude oil is heated and distilled into various
fractions for further processing in other units.

Gas Concentration Unit: Light hydrocarbons from the top of the crude unit are
separated and distributed in the refinery fuel gas (RFG) system for use as fuel for
heaters and boilers.

Vacuum Distillation Unit: The residue oil from the bottom of the crude oil distillation
unit is further distilled under heavy vacuum.

Hydrotreater: Naphtha, kerosene, and gas oil are desulfurized from the crude unit
by using hydrogen and converting the organically bound sulfur into hydrogen
sulfide (a toxic compound).

Fluidized Catalytic Cracker Unit: Longer chain, higher boiling hydrocarbons such
as heavy oils are broken (or “cracked”) into lighter, shorter molecules at high
temperatures and moderate pressure in the presence of a catalyst. This process
is so named because the catalyst is so fine that it behaves like a fluid.

Butane Isomerization Unit: Polymers of butane are reformed into isobutane for use
in the alkylation process. Alkylates are used in blending gasoline to boost the
octane rating. Alkylates are considered one of the highest quality refinery
products.
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e Light Naphtha Isomerization Unit: Benzene is saturated and short, straight-chain
hydrocarbons are isomerized into branched-chain hydrocarbons.

e Heavy Naphtha Reformer and Hydrotreater: Low-octane linear hydrocarbons
(paraffins) are converted into aromatics using a catalyst. The process also forms
hydrogen - used in the refinery’s hydrocracking and hydrotreating units - and
benzene, toluene, and xylene (BTX) feedstocks, used in other process units.

e Hydrocracker Unit: Hydrogen is used to upgrade heavier fractions into lighter, more
valuable products, such as diesel and jet fuel, in a high-pressure system.

e Alkylation Unit: Butene and propene are reacted with isobutane into alkylate, a
high-octane gasoline component.

e Delayed Coker: Very heavy residual oils are converted into end-product petroleum
coke as well as naphtha and diesel oil byproducts.

o Claus Sulfur Plant: A two-step (thermal and catalytic) process for recovering sulfur
from gaseous hydrogen sulfide (H2S) derived from refining crude oil. In the thermal
step, H2>S laden gas is combusted to form elemental sulfur and sulfur dioxide
(SO2). In the catalytic step, a catalyst is used to boost the sulfur yield. In this step,
H>S reacts with SO to form elemental sulfur.

a. Separation Processes
Crude oil consists of a complex mixture of hydrocarbon compounds with small amounts
of impurities such as sulfur, nitrogen, and metals. The first phase in petroleum refining is
the separation of crude oil into its major constituents using distillation and "light ends"
recovery (i.e., gas processing) that splits crude oil constituents into component parts
known as "boiling-point fractions."

b. Conversion Processes

Crude oil components such as residual oils, fuel oils, and other light fractions are
converted to high-octane gasoline, jet fuel, and diesel fuel, gasoline by various processes.
These processes, such as cracking, coking, and visbreaking (a form of thermal cracking
that breaks the viscosity), are used to break large petroleum molecules into smaller ones.
Polymerization and alkylation processes are used to combine small petroleum molecules
into larger ones. Isomerization and reforming processes are applied to rearrange the
structure of petroleum molecules to produce higher-value molecules using the same
atoms.

C. Treating Processes
Petroleum treating processes stabilize and upgrade petroleum products by separating
them from less desirable products, and by removing other elements. Treating processes,
employed primarily for the separation of petroleum products, include processes such as
de-asphalting. Elements such as sulfur, nitrogen, and oxygen are removed by
hydrodesulfurization, hydrotreating, chemical sweetening, and acid gas removal.

d. Feedstock and Product Handling

Refinery feedstock and product handling operations consist of unloading, storage,
blending, and loading activities.
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e. Auxiliary Facilities
A wide assortment of processes and equipment not directly involved in the processing of
crude oil are used in functions vital to the operation of the refinery. Examples include
steam boilers, wastewater treatment facilities, hydrogen plants, cooling towers, and sulfur
recovery units. Products from auxiliary facilities (e.g., clean water, steam, and process
heat) are required by most process units throughout a refinery.

f. Emissions from Refinery Processing

These primary process units, minor process units, auxiliary equipment (boilers, turbines,
heat exchangers, etc.), and other refinery activities (such as truck and loader traffic) emit
a variety of criteria pollutants, toxic pollutants (toxic air contaminants), and climate
pollutants (greenhouse gases). Other sources of emissions include waste water
treatment, tanks, leaking equipment, pressure release devices, flares, marine terminals,
and product loading, which are collectively subject to at least ten different Air District
regulations. (A more detailed discussion on refinery emissions is provided below is
subsection 3.)

2. PETROLEUM CRUDE OIL

Petroleum crude oil consists of a complex mixture of hydrocarbon compounds with
smaller amounts of impurities, including sulfur, nitrogen, oxygen, a variety of toxic
compounds, organic acids, and metals (e.g., iron, copper, nickel, and vanadium). Crude
oil is most often characterized by the oil's density (light to heavy) and sulfur content (sweet
to sour). A more detailed explanation of these terms and others used to describe crude
oil follows below.

Each of the properties described below is required to be included in the periodic monthly
Crude Slate Report described in Regulation 12, Rule 15 (Rule 12-15) because each
relates to emissions of air pollutants. The purpose of the crude slate reporting in Rule 12-
15 is to establish a baseline crude slate for each of the refineries and then to track
changes in that crude slate, along with improved emissions data, to monitor the
relationship between crude slate and emissions from the refineries.

a. API Gravity

The industry standard measure for crude oil density is American Petroleum Institute (API)
gravity, which is expressed in units of degrees, and which is inversely related to density
(i.e., a lower API gravity indicates higher density; a higher API gravity indicates lower
density). Refineries convert crude oils to gaseous products (propane gas for sale and
"fuel gas" that is consumed at the refinery), high-value transportation fuels (gasoline,
diesel and jet fuel) and lower-value heavy oils (such as "bunker fuel" that is used by
ocean-going vessels). Crude oils with higher API gravity can theoretically be converted
to higher-value light products with less processing than crude oils with lower API gravity.
Refinery operators have asserted that, although this may suggest that a refinery operator
would prefer to use high API gravity crudes exclusively, this is not the case because each
refinery is designed and equipped to process crude oil with API gravity in a certain range.
Processing crude oil outside of the design range—even if it is "light" crude—will result in
processing bottlenecks that reduce the overall efficiency of the refinery.
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b. Sulfur Content ("Sweet" and "Sour" Crude)

Sulfur is an impurity that occurs in crude oil and arrives in various forms including:
elemental sulfur (S), hydrogen sulfide (H.S), carbonyl sulfide (COS), inorganic forms, and
most importantly, organic forms that include: mercaptans, sulfides, and polycyclic
sulfides. "Sweet crude" is commonly defined as crude oil with sulfur content less than 0.5
percent, while "sour crude" has sulfur content greater than 0.5 percent. Sweet crude is
more desirable because sulfur must be removed from the crude oil to produce more
valuable refined products such as gasoline, diesel and aviation fuels.

c. Vapor Pressure
Vapor pressure is a measure of crude oil volatility. Higher vapor pressure crude oil
contains greater amounts of light Volatile Organic Carbon (VOC) compounds.

d. BTEX (Benzene, Toluene, Ethylbenzene, Xylene) Content
BTEX content is a measure of the benzene, toluene, ethylbenzene, and xylene content
in crude oil.

e. Metals (Iron, Nickel and Vanadium) Content
The metals content of crude oil indicates both the solids contamination of crude oil and
the potential for organic metals compounds in the heavy gas oil component of crude oil.

f. Possible Changes in Emissions Due to Changes in Crude Oill

In the past several years, new sources of crude oil—including American shale oil and
Canadian tar sands-derived oil—have become available to petroleum refineries in North
America, including Bay Area refineries. The crude oil derived from shale, now accessible
because of technological improvements in hydraulic fracturing (“fracking”), tends to be
light and sweet. However, this crude oil has higher VOC and H>S content than some other
crude oils. Crude oil from tar sands, currently under development in the Canadian
province of Alberta, tends to be heavy and sour.

To maximize production, refineries are designed to process crude oils within a certain
range of compositions—often referred to as “crude window.” For example, a refinery that
is designed to process more sour crude must have the capacity to remove large amounts
of sulfur from the crude oil, while a refinery designed to process sweet crude does not
require as much sulfur processing capacity. Bay Area refineries traditionally process
heavier and more sour crude oils because, for many years, much of the crude supply has
been heavy sour crude from Kern County and medium sour crude from Alaska. The
refineries would likely need to make changes to their facilities to accommodate different
sources of crude oil with different compositions to maintain current production levels.

It is anticipated that refineries will update and/or modify their equipment to meet stricter
regulatory fuel requirements and potentially to process crude oil from different sources.
Rule 12-15 was adopted to monitor the key data so that staff can determine if emissions
changes are potentially driven by changes in crude slate. The intent of Rule 12-16 is to
discourage or prevent refineries in the Bay Area from making changes that would lead to
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increases in emissions of certain pollutants. There are permit limits to prevent increases
in criteria pollutants from equipment already operating and state, federal and Air District
regulatory requirements in place to ensure that emissions of criteria pollutants in the
region do not increase as equipment is updated or new equipment and processes are
added.

3. AR POLLUTANTS EMITTED FROM PETROLEUM REFINERIES

Air pollutants are categorized and regulated based on their properties and there are three
primary categories of regulated air pollutants: (1) criteria pollutants; (2) toxic pollutants
(toxic air contaminants, which in federal programs are referred to as "hazardous air
pollutants"); and (3) climate pollutants (e.g., greenhouse gases). Additional categories of
air pollutants include odorous compounds and visible emissions, although these are most
often also components of one or more of the three primary categories of regulated air
pollutants listed above.

a. Criteria Pollutants
Criteria pollutants have regional or basin-wide impacts and are emissions for which
ambient air quality standards (AAQS) have been established, or are atmospheric
precursors to such air pollutants (i.e., they participate in photochemical reactions to form
a criteria pollutant, such as ozone). The AAQS are air concentration—based standards
that are established to protect public health and welfare. The U.S. Environmental
Protection Agency (EPA) sets AAQS on a national basis (National Ambient Air Quality
Standards, or NAAQS), and CARB sets AAQS for the state of California (California
Ambient Air Quality Standards, or CAAQS). Although there is some variation in the
specific pollutants for which NAAQS and CAAQS have been set, the term "criteria
pollutants" generally refers to the following:
e Carbon monoxide (CO);
e Nitrogen dioxide (NO2) and oxides of nitrogen (NOx);
e Particulate matter (PM) in two size ranges—diameter of 10 micrometers or less
(PM10), and diameter of 2.5 micrometers or less (PM25s);
e Precursor Organic Compounds (POCs) for the formation of ozone and PM2s; and
e Sulfur dioxide (SO>).
Each of these criteria pollutants is emitted by petroleum refineries.

b. Toxic Pollutants
Toxic pollutants, also known as toxic air contaminants (TACs), have localized impacts
and are emissions for which AAQS generally have not been established, but that
nonetheless may result in human health risks. TACs generally are emitted in much lower
guantities than criteria pollutants, and may vary markedly in their relative toxicity (i.e.,
some TACs cause health impacts at lower concentrations than other TACs). The state
list of TACs currently includes approximately 190 separate chemical compounds and
groups of compounds. TACs emitted from petroleum refineries include volatile organic
TACs (e.g., acetaldehyde, benzene, 1,3-butadiene, formaldehyde, and xylenes); semi-
volatile and non-volatile organic TACs (e.g., benzo(a)pyrene, chlorinated dioxin/furans,
cresols, and naphthalene); metallic TACs (e.g., compounds containing arsenic, cadmium,
chromium, mercury, and nickel); and inorganic TACs (e.g., chlorine, hydrogen sulfide,
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and hydrogen chloride). These pollutants are not addressed by Rule 12-16. The Air
District is proposing to address TAC emissions from refineries and other sources through
draft Regulation 11, Rule 18: Reduction of Risk from Air Toxic Emissions at Existing
Facilities.

c. Climate Pollutants
Climate pollutants (greenhouse gases or GHGSs) are emissions that contribute to global
anthropogenic climate change. Carbon dioxide (CO32), methane (CHa4), nitrous oxide
(N20), and three groups of fluorinated compounds (hydrofluorocarbons, or HFCs;
perfluorocarbons, or PFCs; and sulfur hexafluoride, or SFs) are the major anthropogenic
GHGs, and are regulated under the federal Clean Air Act and the California Global
Warming Solutions Act (AB 32). The climate pollutants emitted from petroleum refineries
include CO2, CH4, and N20.

d. Refinery Air Pollution in Context
Refineries are a significant source of air pollutants in general. In the counties where the
refineries are located, their emissions can be more significant on a percentage basis,
especially for SO, and PM2s.

The tables below are based on 2012 emissions data and do not account for the benefits
of recent Air District rulemaking that are projected to reduce refinery criteria pollutant
emissions by approximately 17 percent. They also do not include the benefits of rules
under development to reduce SO emissions from refineries. The tables compare refinery
emissions of key criteria pollutants to other emissions both in the Bay Area and in Contra
Costa and Solano counties where the refineries are located.

Table 1: Bay Area Emissions of Relevant Pollutants by Source Category

Emissions
Source Category PM,.s Anthropogenic NO, 50,
ROG
(tons/yr.) % (tons/yr.) % (tons/yr.) % (tons/yr.) %
Refineries 1,524 9 5,399 6 4,248 4 2,890 41
Coke Calcining 28 0.2 0.2 | <0.1 239 0.2 1,242 17
Cement Plant 23 0.1 40 | <0.1 2,170 2 912 13
Major Industrial 1,839 11 17,639 18 5,765 5 581 8
Residential/Commercial 5,519 34 27,862 28 5,531 5 326 5
Agricultural 471 3 2,049 2 0 0 0 0
Miscellaneous 986 6 116 0.1 10| <0.1 0 0
Mobile Sources 5,945 36 44,659 46 91,473 83.6 1,168 16
Total Emissions 16,335 | 100% 97,763 | 100% 109,436 | 100% 7,119 | 100%
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Table 2: Emissions of Relevant Pollutants by Source Category for Contra Costa and Solano Counties

Emissions
Source Category PM,c Anthl:gggenic NO $0,
(tons/yr.) % (tons/y.r) % (tons/yr.) % (tons/yr.) %
Refineries 1,524 29 5,399 23 4,248 17 2,890 63
Coke Calcining 28 1 0.2 0.001 239 1 1,242 27
Cement Plant 0 0 0 0 0 0 0 0
Major Industrial 569 11 3,383 14 2,131 8 85 2
Residential/Commercial 1,548 29 5,649 24 1,122 4 49 1
Agricultural 97 2 369 2 0 0 0 0
Miscellaneous 294 6 20 0.1 2 0 0 0
Mobile Sources 1,212 23 9,041 38 17,703 70 296 6
Total 5,272 | 100% 23,859 | 100% 25,445 | 100% 4,563 | 100%

1. Emissions from biogenic sources and accidental fires are not included in this inventory. Mobile emissions include

2.

shipping emissions within 3 nautical miles of the Bay Area coastline.
PM3s emissions for the Refineries category include condensable and filterable PM. Condensable PM data are not
available for other source categories at this time.

Refineries are also a significant source of GHG emissions. They produce about two-thirds
of the industrial GHG emissions in the Bay Area. Mobile sources are the largest source
of GHG emissions overall. Refining and use of transportation fuels together account for
56 percent of GHG emissions in the Bay Area.
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Figure 2: Bay Area GHG Emissions by Economic Sector for Year 2013

B.

1.

Emissions for the energy sector include electricity generation and co-generation for the Bay Area region,
including imported electricity.

Emissions associated with fuel usage (solid, liquid and gas) are apportioned according to its use; residential
and commercial fuel usage is attributed to the buildings sector while industrial fuel usage is accounted for in
the stationary sources or refinery sectors.

Regulation of Air Pollutants from Petroleum Refineries

CRITERIA POLLUTANTS

Bay Area refineries are subject to various air quality regulations that have been adopted
by the Air District, CARB, and the EPA. These regulations contain standards that ensure
emissions are effectively controlled, including:

Requiring the use of specific emission control strategies or equipment (e.g., the
use of floating roofs on tanks for VOC emissions);

Requiring that emissions generated by a source be controlled by at least a
specified percentage (e.g., 95% control of VOC emissions from pressure relief
devices);

Requiring that emissions from a source not exceed specific concentration levels
(e.g., 100 parts per million [ppm] by volume of VOC for equipment leaks unless
those leaks are repaired within a specific timeframe; 250 ppm by volume SO: in
exhaust gases from sulfur recovery units; 1,000 ppm by volume SO in exhaust
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gases from catalytic cracking units);

e Requiring that emissions not exceed certain quantities for a given amount of
material processed or fuel used at a source (e.g., 0.033 pounds NOx per million
BTU of heat input, on a refinery-wide basis, for boilers, process heaters, and steam
generators);

e Requiring that emissions be controlled sufficiently so that concentrations beyond
the facility’s property are below specified levels (e.g., 0.03 ppm by volume of
hydrogen sulfide [H2S] in the ambient air);

¢ Requiring that emissions from a source not exceed specified opacity levels based
on visible emissions observations (e.g., no more than 3 minutes in any hour in
which emissions are as dark or darker than No. 1 on the Ringelmann Smoke
Chart); and

e Requiring that emissions be minimized by the use of all feasible prevention
measures (e.g., flaring prohibited unless it is in accordance with an approved Flare
Minimization Plan).

Air quality rules generally do not expressly limit mass emissions (e.g., pounds per year of
any specific air pollutant) from affected equipment unless that equipment was constructed
or modified after March 7, 1979, and was subject to the Air District’s New Source Review
(NSR) rule. All Bay Area refineries have “grandfathered” emission sources that were not
subject to NSR but are generally regulated by equipment-specific Air District regulations
or operational conditions contained in Air District permits. As a result, none of the Bay
Area refineries have overall mass emission limits that apply to the entire refinery as they
are defined in Rule 12-16. Nonetheless, mass emissions of regulated air pollutants from
Bay Area refineries are tracked at the source level, and these mass emissions generally
have been substantially reduced over the past several decades.

Air pollutant emissions from Bay Area petroleum refineries have been regulated for more
than 50 years, with most of the rules and regulations adopted following enactment of the
1970 Clean Air Act amendments. The Air District has the primary responsibility to regulate
“stationary sources” of air pollution in the Bay Area, and the Air District has adopted many
rules and regulations that apply to petroleum refineries.

2. ToxIC POLLUTANTS

The Air District uses three approaches to reduce TAC emissions and to reduce the health
impacts resulting from TAC emissions: (1) Specific rules and regulations, including
federal, state, and Air District regulation; (2) Preconstruction review; and (3) the AB 2588
Air Toxics “Hot Spots” Program. Rule 12-16 would not impact existing regulations of these
pollutants as it does not directly address them.

3. ACCIDENTAL RELEASE REGULATION

In addition to Air District regulations, petroleum refineries are also subject to regulatory
programs that are intended to prevent accidental releases of regulated substances.
Accidental release prevention programs in California are implemented and enforced by
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local administering agencies, which, in the case of the Bay Area refineries, are Solano
County (for the Valero Refining Company) and Contra Costa County (for Chevron
Products Company, Phillips 66 Company, Shell Martinez Refinery, and Tesoro Refining
and Marketing Company).

The primary regulatory programs of this type are based on requirements in the
amendments to the1990 Clean Air Act as follows: (1) the Process Safety Management
(PSM) program, which focuses on protecting workers, and which is administered by the
U.S. Occupational Safety & Health Administration (OSHA); and (2) the Accidental
Release Prevention program (commonly referred to as the Risk Management Program,
or RMP), which focuses on protecting the public and the environment, and which is
administered by EPA. Bay Area refineries are subject to Cal/lOSHA’'s PSM program,
which is very similar to the federal OSHA program focusing on worker safety, but with
certain more stringent state provisions. Bay Area refineries are subject to the California
Accidental Release Prevention (CalARP) Program, which is very similar to EPA’'s RMP
program to limit exposure of the public, but with certain more stringent State provisions.
In addition, Contra Costa County and the City of Richmond have both adopted an
Industrial Safety Ordinance (ISO). These ISOs are very similar to CalARP requirements,
but with certain more stringent local provisions.

4. AR DISTRICT RULES AFFECTING REFINERIES

The following is a partial list of the air pollution rules and regulations that the Air District
implements and enforces at Bay Area refineries:

Regulation 1: General Provisions and Definitions

Regulation 2, Rule 1: Permits, General Requirements

Regulation 2, Rule 2: New Source Review

Regulation 2, Rule 5: New Source Review of Toxic Air Contaminants
Regulation 2, Rule 6: Major Facility Review (Title V)

Regulation 6, Rule 1: Particulate Matter, General Requirements
Regulation 6, Rule 5: Particulate Emissions from Refinery Fluidized Catalytic
Cracking Units

Regulation 8, Rule 1: Organic Compounds, General Provisions
Regulation 8, Rule 2: Organic Compounds, Miscellaneous Operations
Regulation 8, Rule 5: Storage of Organic Liquids

Regulation 8, Rule 6: Terminals and Bulk Plants

Regulation 8, Rule 8: Wastewater (Oil-Water) Separators

Regulation 8, Rule 9: Vacuum Producing Systems

Regulation 8, Rule 10: Process Vessel Depressurization

Regulation 8, Rule 18: Equipment Leaks

Regulation 8, Rule 28: Episodic Releases from Pressure Relief Devices at
Petroleum Refineries and Chemical Plants

Regulation 8, Rule 44: Marine Vessel Loading Terminals

e Regulation 9, Rule 1: Sulfur Dioxide
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Regulation 9, Rule 2: Hydrogen Sulfide

Regulation 9, Rule 8: Nitrogen Oxides and Carbon Monoxide from Stationary
Internal Combustion Engines

Regulation 9, Rule 9: Nitrogen Oxides and Carbon Monoxide from Stationary
Gas Turbines

Regulation 9, Rule 10: Nitrogen Oxides and Carbon Monoxide from Boilers,
Steam Generators and Process Heaters in Petroleum Refineries

Regulation 9, Rule 14: Petroleum Coke Calcining Operations

Regulation 11, Rule 10: Cooling Towers

Regulation 12, Rule 11: Flare Monitoring at Petroleum Refineries

Regulation 12, Rule 12: Flares at Petroleum Refineries

Regulation 12, Rule 15: Petroleum Refinery Emissions Tracking

40 CFR Part 60, Subpart J: Standards of Performance for Petroleum Refineries
(NSPS)

40 CFR Part 61, Subpart FF: Benzene Waste Operations (NESHAP)

40 CFR Part 63, Subpart CC: Petroleum Refineries (NESHAP)

40 CFR Part 63, Subpart UUU: Petroleum Refineries: Catalytic Cracking,
Catalytic Reforming, and Sulfur Plant Units (NESHAP)

State Airborne Toxic Control Measure for Stationary Compression Ignition
(Diesel) Engines (ATCM).

REQUIREMENTS

Explanations of the various provisions of Rule 12-16 are provided below.

A.

Applicability and Exemptions

Rule 12-16 would apply to the five large refineries in the Bay Area:

agrwnrE

Chevron Products Company, Richmond (BAAQMD Plant #10)

Phillips 66 Company—San Francisco Refinery, Rodeo (BAAQMD Plant #21359)
Shell Martinez Refinery, Martinez (BAAQMD Plant #11)

Tesoro Refining and Marketing Company, Martinez (BAAQMD Plant #14628)
Valero Refining Company—California, Benicia (BAAQMD Plant #12626) and
associated Asphalt Plant (BAAQMD Plant #13193)

The rule would also apply to three support facilities:

1.
2.
3.

Air Products and Chemicals hydrogen plant, Martinez (BAAQMD Plant #10295)
Air Liquide hydrogen plant, Rodeo (BAAQMD Plant #17419)
Martinez Cogen, L.P. (BAAQMD Plant #1820)

Small oil refineries less than 5,000 bpd capacity would be exempt from the requirements
of this rule.
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B. Definitions
Rule 12-16 definitions are identical to the definitions in related Rule 12-15.

C. Standards

Rule 12-16 sets emission limits for each affected facility. These emission limits were
established by analyzing emissions to establish a baseline five-year period. Criteria
pollutant emissions were analyzed for calendar years 2010, 2011, 2012, 2013, and 2014,
as this was the most recent five-year period for which the Air District has complete criteria
pollutant emissions data. Emission reductions of approximately 17 percent garnered by
recent regulatory action would not be included in the baseline data since these reductions
will occur after 2014. GHG emissions were analyzed for calendar years 2011, 2012,
2013, 2014, and 2015, as this was the most recent five-year period for which CARB has
released GHG emissions data. The rule would then establish an emission limit that is
seven percent higher than the highest emission rate during the baseline period. The
methodology used to establish the emissions limits is presented in Appendix A.

1. GREENHOUSE GASES

e Each facility must provide GHG emissions to CARB as part of CARB’s Mandatory
Reporting of Greenhouse Gas Emissions Requirements (MRR). GHG Emissions
Inventory information for each year was obtained from an Excel spreadsheet
available on the CARB website,! using the entries under “Calculated Covered
Emissions, metric tons CO2e.”

e The highest annual GHG emissions for the five-year baseline period is used to
establish the 2011 — 2015 Baseline shown in Table 12-16-301 in the rule language,
and repeated below for clarity.

e Emissions limits are increased by seven percent over the baseline to provide what
CBE contends is adequate operating flexibility and to account for normal year-to-
year variations in emissions.

e Annual emission limits for each facility are shown below.

1 https://www.arb.ca.gov/cc/reporting/ghg-rep/reported-data/ghg-reports.htm
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Table 12-16-301: GHG Emission Limits

Facility 2011-2015 Seven Percent Emissions Limits
Baseline! Allowance for (metric tons
(metric tons Operating CO2zelyr.)
CO2zelyr.) Variation
(metric tons
CO2zelyr.)
Chevron Refinery 446 M 312K 477 M
A-0010
Shell Refinery 426 M 298 K 4.56 M
A-0011
Phillips 66 Refinery 1.50M 105K 161 M
A-0016
Tesoro Refinery 244 M 171K 261 M
B-2758/2759
Valero Refinery, B-2626 294 M 206 K 3.15M
& Asphalt Plant, B-3193
Martinez Cogen LP 421 K 295K 450 K
A-1820
Air Liquide H2 Plant 885 K 61.9K 947 K
B7419
Air Products H2 Plant 271K 19.0K 290 K
B-0295

M = Millions, K = Thousands

IMaximum annual emissions from 2011 — 2015 baseline years, California Air Resources Board Emissions
Inventory: Mandatory GHG Reporting - Reported Emissions, ARB Calculated Covered Emissions (metric
tons COze)

2.

PARTICULATE MATTER - < 10 MICRONS

Air District criteria pollutant PM1o, PM25, NOx and SOz emissions inventories for
each year during the baseline period were used as the basis for the emissions
limits.

PM1o emissions from flare and cooling towers were excluded from the emissions
inventories at CBE’s request. They were concerned that additional restrictions on
flare emissions could pose a safety problem. They asked to exclude cooling tower
emissions since these emissions are unrelated to combustion.

The highest annual PM1o emissions for the five-year baseline period is used to
establish the 2010 — 2014 Baseline shown in Table 12-16-302 in the rule language,
and repeated in this report for clarity.

Emissions limits are increased by seven percent over the baseline to provide what
CBE contends is adequate operating flexibility.

Annual emission limits for each facility are shown below.
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Table 12-16-302: Particulate Matter (PM;0) Emission Limits

Facility 2010-2014 Seven Percent Emissions Limits
Baseline Allowance for (tons/yr.)
(tonsl/yr.) Operating

Variation

(tons/yr.)
Chevron Refinery 491 34.4 525
A-0010
Shell Refinery 550 38.5 589
A-0011
Phillips 66 Refinery 77.7 5.44 83.1
A-0016
Tesoro Refinery 90.7 6.35 97.0
B-2758/2759
Valero Refinery, B-2626 125 8.75 134
& Asphalt Plant, B-3193
Martinez Cogen LP 17.6 1.23 18.8
A-1820
Air Liquide H2 Plant 16.1 1.13 17.2
B7419
Air Products H2 Plant 9.71 0.68 10.4

B-0295

PARTICULATE MATTER - < 2.5 MICRONS

The highest annual PM2 s emissions for the five-year baseline period is used to
establish the 2010 — 2014 Baseline shown in Table 12-16-303 in the rule language,

and repeated in this report for clarity.

PM.s emissions from flare and cooling towers were excluded for reasons

explained above.

Emissions limits are increased by seven percent over the baseline to provide what

CBE contends is adequate operating flexibility.
Annual emission limits for each facility are shown below.
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Table 12-16-303: Particulate Matter (PM,5) Emission Limits

Facility 2010-2014 Seven Percent Emissions Limits
Baseline Allowance for (tonsl/yr.)
(tonsl/yr.) Operating

Variation

(tons/yr.)
Chevron Refinery 469 32.8 502
A-0010
Shell Refinery 463 32.4 495
A-0011
Phillips 66 Refinery 70.1 4.91 75.0
A-0016
Tesoro Refinery 72.6 5.08 77.7
B-2758/2759
Valero Refinery, B-2626 124 8.72 133
& Asphalt Plant, B-3193
Martinez Cogen LP 17.6 1.23 18.8
A-1820
Air Liquide H2 Plant 15.0 1.06 16.1
B7419
Air Products H2 Plant 9.06 0.63 9.69

B-0295

NITROGEN OXIDES

The highest annual NOx emissions for the five-year baseline period is used to
establish the 2010 — 2014 Baseline shown in Table 12-16-304 in the rule language,

and repeated in this report for clarity.
NOyx emissions from flares were excluded for reasons explained above.

Emissions limits are increased by seven percent to provide what CBE contends is

adequate operating flexibility.
Annual emission limits for each facility are shown below.
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Table 12-16-304: Nitrogen Oxide (NOy) Emission Limits

Facility 2010-2014 Seven Percent Emissions Limits
Baseline Allowance for (tonsl/yr.)
(tonsl/yr.) Operating

Variation

(tons/yr.)
Chevron Refinery 907 63.5 970
A-0010
Shell Refinery 998 69.9 1.07 K
A-0011
Phillips 66 Refinery 270 18.9 289
A-0016
Tesoro Refinery 949 66.4 1.02 K
B-2758/2759
Valero Refinery, B-2626 1.20K 84.0 1.29 K
& Asphalt Plant, B-3193
Martinez Cogen LP 111 7.77 119
A-1820
Air Liquide H2 Plant 12.7 0.90 13.8
B7419
Air Products H2 Plant 8.25 0.58 8.83

B-0295

K = Thousands

SULFUR DIOXIDE

The highest annual SO, emissions for the five-year baseline period is used to
establish the 2010 — 2014 Baseline shown in Table 12-16-305 in the rule language,

and repeated in this report for clarity.
SO:2 emissions from flares were excluded for reasons explained above.

Emissions limits are increased by seven percent to provide what CBE contends is

adequate operating flexibility.
Annual emission limits for each facility are shown below.
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Table 12-16-305: Sulfur Dioxide (SO;) Emission Limits

Facility 2010-2014 Seven Percent Emissions Limits
Baseline Allowance for (Tonslyr.)
(Tonslyr.) Operating

Variation

(Tonslyr.)
Chevron Refinery 368 25.8 394
A-0010
Shell Refinery 1.36 K 95.2 1.46 K
A-0011
Phillips 66 Refinery 365 25.6 391
A-0016
Tesoro Refinery 602 42.1 644
B-2758/2759
Valero Refinery, B-2626 65.1 4.56 69.7
& Asphalt Plant, B-3193
Martinez Cogen LP 2.15 0.15 2.30
A-1820
Air Liquide H2 Plant 2.35 0.16 251
B7419
Air Products H2 Plant 2.70 0.19 2.89
B-0295

K = Thousands

6. ADMINISTRATIVE REQUIREMENTS

Rule 12-16 has no administrative requirements. Each refinery and support facility will
report emissions based on the requirements in Rule 12-15, Section 401. The APCO will
review and approve the annual emissions inventory per Rule 12-15, Section 402. Air
District staff will then take the steps needed to exclude flare and cooling tower emissions
from the annual emissions inventory, where needed. Refinery and support facility
emissions for each pollutant, after exclusions, will be compared to the emissions limits
established in Rule 12-16, Section 300. Determination of Compliance is described in the
next section of this report.

The emissions limits shown for each pollutant in Rule 12-16, Section 300 will need to be
adjusted for a variety of reasons:
e as emissions measurement methods improve,
e as emissions estimates for various process operations, startups, shutdowns, and
malfunctions improve,
e as information regarding condensable particulate matter improves,
e as new regulations establish more restrictive limits on specific emissions sources,
any resulting emission reductions (or associated increases) will be subtracted from
(or added to) the emissions limits,
e as emissions data from cargo carriers become available, and those emissions are
incorporated into the total facility emissions limits, and
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e to account for any other improvements in emissions inventory methods and
reporting that are not yet anticipated.

Staff considered building an emissions limit adjustment process into the Administrative
Requirements section of Rule 12-16, but, based on discussions with CBE to ensure the
language represented their concept, decided that transparency required Board of
Director’s approval of any adjusted emissions limits. Staff anticipates that Rule 12-16 will
need to be amended regularly to include a variety of adjustments in the emissions limits,
as described above.

Facility emissions limits for each pollutant would not be adjusted to accommodate any
new projects that have been permitted through the New Source Review process governed
by Regulation 2, Rule 2: New Source Review. Under current rules that apply to all
facilities, projects permitted through the New Source Review process that result in
emissions increases can offset those emissions increases with reductions elsewhere in
the region. Rule 12-16 would, in effect, eliminate that option for refineries and would
require all emission increases to be offset within the individual facility. This is one of the
intended consequences of CBE’s policy recommendation and staff believes may cause
significant legal issues.

7. COMPLIANCE DETERMINATION

Compliance with Rule 12-16 is determined by comparing each facility’s GHG, PMjo,
PM2s, NOx, and SO2 emissions as set forth in the facility’s inventory, after exclusions of
flare and cooling tower emissions, with the emissions limits in Section 12-16-300. If the
inventory emissions of each pollutant (after exclusions) are less than the limit, the facility
complies. If the inventory emissions of any pollutant (after exclusions) exceeds the limit,
the facility is out of compliance for the entire year and would be liable for a violation for
each pollutant limit exceeded for each day of the calendar year. It would be unlikely that
compliance determination could be made throughout the year, since adjustments to
emission caps caused by changes in quantification and discussed previously would not
be enacted until Board action is taken to codify changes in caps.

V. EMISSIONS AND EMISSIONS REDUCTIONS

A. Petroleum Refining Emissions Impact

Emissions from refinery equipment depend on the specific equipment and how pollutants
are emitted at that equipment. Some equipment has defined emissions points (e.g. stack
or vent) while others do not.

In the above sections, specific equipment (e.g. crude unit, fluid catalytic cracker, coker,
hydrogen plant, etc.) were mentioned as affected by key crude oil and petroleum
feedstock parameters. Depending on the equipment, an affected unit may directly emit
pollutant in a stack or indirectly through either equipment leaks or unexpected failure.

A summary of the refinery equipment and emissions points is listed in Table 3.
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Table 3 — Summary of Refinery Equipment by Emission Points and Pollutant

Refinery Equipment | Emission Point Pollutants
Storage Tanks VOCs, toxics
External Floating Roof Tank Tank seals, guide poles, gauge poles,
pressure relief devices, drains
Internal Floating Roof Tank Pressure relief devices, hatches
Geodesic Dome Tank Pressure relief devices, hatches
Fixed Roof Tank Pressure relief devices, hatches
Sphere Pressure relief devices
Combustion Equipment CO2, NOx, SO2, PM,
Boiler Stack
Furnace/Process Heater Stack
Gas Turbine Stack
Stationary Engines Stack
Flares Open top
Thermal Oxidizers Stacks
Fugitive Equipment Leaks (at all refinery equipment) VOCs, toxics
Valves Valve stems
Connection Connection gaps
Pump Pump seals
Compressor Gaps
Pressure Relief Device Gaps in relief horn seat
Drain Opening
Heat Exchanger/Cooling Holes in heat exchanger tubes and VOCs, toxics
Tower cooling tower water
Process Units CO2, NOx, SO2, PM,
Catalytic Reformer Stack
Hydrogen Plant Stack
Hydrocracker Stack
Fluid Catalytic Cracking Unit Stack
Delayed Coker Stack
Fluid Coker Stack
Flexicoker Stack
Solvent Deasphalting Stack
Sulfur Recover Unit/Sulfur Stack
Plant
Process Units (excluding combustion sources and fugitive emissions) | VOCs, toxics, PM
Crude Unit None
Gas Plant None
Isomerization None
Polymerization None
Alkylation None
Hydrotreaters None
Loading Racks VOCs, toxics, PM
Rail Loading Rack Pressure relief devices, loading arms
Truck Loading Rack Pressure relief devices, loading arms
Marine Loading Rack Pressure relief devices, loading arms
Vapor Recovery Stack, pressure relief devices
Wastewater Treatment VOCs, toxics
Oil Water Separator | Hatches
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Refinery Equipment

Emission Point

Pollutants

Oxidation Pond

Surface area

Wetland Marsh

Surface area

Marine Wharf

VOCs, toxics, PM, NOx, SO2,
CO2

Tug Boat

Stack

Marine Vessel

Stack, hatches

Vapor Recovery

Stack, pressure relief devices

Rail

Stack, hatches, pressure relief

devices

VOCs, toxics, PM, NOx, SO2,
CO2

B. Baseline Emissions

The Air District has established a baseline emissions inventory that shows baseline
emissions for pollutants targeted by Rule 12-16: GHGs, PM (including directly-emitted
filterable PM and condensable PM), NOx, and SO.. It includes emissions from petroleum
refinery processes (e.g., feedstock and product handling, petroleum separation, and
conversion and treating processes) as well as from auxiliary facilities such as hydrogen
production, sulfur recovery, and power plants. Calendar years 2010 through 2014 were
chosen as the baseline years for PM1o, PM25, NOx, and SOz because this is the most
recent period for which the Air District has complete emissions data. Calendar years 2011
through 2015 were chosen as the baseline years for GHGs because this is the most
recent period for which CARB has released GHG emissions data from their MMR

program.

Chevron / A0010

Annual Emissions
Pollutant L -
2010 2011 2012 2013 2014 2015 Maximum
PM1o 455 491 426 450 456 - 491
PM3s 434 469 407 428 436 - 469
NOx 833 870 907 828 657 - 907
SO, 365 368 334 320 360 - 368
Annual Emissions
Pollutant (millions of MT CO»e/year)
2010 2011 2012 2013 2014 2015 Maximum
GHG — 4.46 3.95 3.91 4.12 4.42 4.46

Note: CY 2015 data for criteria pollutant emissions are not currently available.

Page 25




Phillips 66 / A0016

Annual Emissions

Pollutant (tons/year)
2010 2011 2012 2013 2014 2015 Maximum
PMig 50.9 47.3 47.7 77.7 75.9 - 77.7
PM3s 50.7 47.3 47.5 70.1 68.3 - 70.1
NOx 270 266 262 229 222 - 270
SO, 365 316 316 349 354 - 365
Annual Emissions
gelesant (millions of MT CO»e/year)
2010 2011 2012 2013 2014 2015 Maximum
GHG — 1.50 1.32 1.36 1.28 1.32 1.50
Note: CY 2015 data for criteria pollutant emissions are not currently available.
Shell / A0011
Pollutant Annual Emissions
(tons/year)
2010 2011 2012 2013 2014 2015 Maximum
PMig 434 419 400 431 550 - 550
PMys 407 390 371 401 463 - 463
NOx 998 950 868 928 844 - 998
SO, 1151 1242 1073 1360 1055 - 1360
Annual Emissions
gelesant (millions of MT CO»e/year)
2010 2011 2012 2013 2014 2015 Maximum
GHG — 4.26 4.06 4.19 3.97 4.13 4.26
Note: CY 2015 data for criteria pollutant emissions are not currently available.
Tesoro / B2758
Pollutant Annual Emissions
(tons/year)
2010 2011 2012 2013 2014 2015 Maximum
PMig 70.0 80.4 77.3 85.9 90.7 - 90.7
PMys 63.6 63.4 62.0 67.6 72.6 - 72.6
NOx 694 710 683 949 945 - 949
SO, 405 602 510 586 554 - 602
Annual Emissions
gelesant (millions of MT CO,e/year)
2010 2011 2012 2013 2014 2015 Maximum
GHG — 2.40 2.09 2.44 2.33 2.06 2.44
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Note: CY 2015 data for criteria pollutant emissions are not currently available.

Valero Refinery / B2626 and
Asphalt Plant / AO901

Annual Emissions
Pollutant [ ——-—
2010 2011 2012 2013 2014 2015 Maximum
PM1o - 120 125 119 123 - 125
PM3s - 120 124 119 123 - 124
NOx - 1041 1199 1081 1150 - 1199
SO, - 52.0 60.5 61.3 65.1 - 65.1
Annual Emissions
gelesant (millions of MT CO»e/year)
2010 2011 2012 2013 2014 2015 Maximum
GHG - 2.64 2.94 2.74 2.71 2.84 2.94
Note: CY 2015 data for criteria pollutant emissions are not currently available.
Air Liquide / B7419
Annual Emissions
Pollutant ey —
2010 2011 2012 2013 2014 2015 Maximum
PM1o 12.9 13.7 16.1 4,94 5.09 - 16.1
PM;s 12.1 12.9 15.0 4.61 4.75 - 15.0
NOx 0.89 1.08 1.28 10.8 12.7 - 12.7
SO, 1.54 1.75 2.32 2.35 0.61 - 2.35
Annual Emissions
gelesant (millions of MT CO»e/year)
2010 2011 2012 2013 2014 2015 Maximum
GHG - 0.65 0.77 0.88 0.82 0.82 0.88

Note: CY 2015 data for criteria pollutant emissions are not currently available.
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Air Products / B0295

Annual Emissions
Pollutant [ ——-—
2010 2011 2012 2013 2014 2015 Maximum
PM1o 7.96 9.60 8.02 9.71 0.29 - 9.71
PM;s 7.43 8.95 7.49 9.06 0.29 - 9.06
NOx 4.04 5.04 5.74 8.25 7.47 - 8.25
SO, 1.78 2.15 1.79 2.18 2.70 - 2.70
Annual Emissions
gelesant (millions of MT CO»e/year)
2010 2011 2012 2013 2014 2015 Maximum
GHG - 0.26 0.22 0.27 0.26 0.20 0.27

Note: CY 2015 data for criteria pollutant emissions are not currently available.

Martinez Cogen / A1820

Annual Emissions
Pollutant [ ——-—
2010 2011 2012 2013 2014 2015 Maximum
PMio 17.1 17.6 17.3 16.1 17.2 - 17.6
PM;s 17.0 17.6 17.2 16.1 17.1 - 17.6
NOx 107 111 109 102 108 - 111
SO, 2.08 2.15 2.11 1.97 2.10 - 2.15
Annual Emissions
gelesant (millions of MT CO»e/year)
2010 2011 2012 2013 2014 2015 Maximum
GHG - 0.42 0.41 0.39 0.41 0.40 0.42

Note: CY 2015 data for criteria pollutant emissions are not currently available.

C. Emissions Reductions

Rule 12-16 sets maximum limits on annual emissions of various pollutants. However, the
rule does not require reductions of any of the listed pollutants. Because of this, the rule
will not achieve any emissions reductions; it would only prevent increases in emissions
beyond those of the base years used to set the caps from affected facilities.

V. ECONOMIC IMPACTS

The California Health and Safety Code generally requires two different economic
analyses for regulations planned and proposed by an air district. The first (H&S Code
840728.5) is a socioeconomic analysis of the adverse impacts of compliance with the
proposed regulation on affected industries and business. The second analysis (H&S
Code 840920.6) is an incremental cost effectiveness analysis when multiple compliance
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approaches have been identified by an Air District. Section 40920.6 applies only to rules
requiring retrofit control technology. Since Rule 12-16 does not explicitly require
installation of retrofit control technology, it is not possible to perform an incremental cost
analysis.

In the case of draft Rule 12-16, there are two general scenarios to consider when
evaluating the impact of capping refining emissions. In one general scenario, the
refineries decide to make physical improvements to reduce emissions to allow for
increases in refining capacity while staying below the cap. In the other general scenario,
refineries elect to limit production to a level consistent with the cap.

In the first scenario, there will be economic and environmental impacts from the physical
changes made at the refineries. For example, a refinery may elect to put in a wet scrubber
to reduce PM and SO> emissions. Other abatement techniques can be employed reduce
NOx emissions. This would have an impact on their profits which will be evaluated in the
socioeconomic analysis. This would also have environmental impacts. A wet scrubber,
for example, would have water supply and water quality impacts. Air District staff has
developed a list of possible equipment changes that may be made in response to Rule
12-16 and evaluated those as part of the socioeconomic analysis and as part of the
Environmental Impact Report (EIR) required under the California Environmental Quality
Act (CEQA). This list was not intended to be comprehensive, but instead focused on the
types of controls most likely to have significant environmental and economic impact.

In the second scenario, where the refineries limit their production to stay under the cap,
there are potential costs to both the refineries and the larger economy. Whether these
costs are realized depends on whether consumption of refinery products increases or
decreases. Currently, consumption of refinery products is increasing, but it is still below
peak demand. Figure 3, below, provides the relevant information.

Figure 3: California Refined Fuel Consumption
25,000,000,000
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Source: http://www.energy.ca.gov/almanac/transportation data/gasoline/,
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Figure 3 shows trends in refined fuels consumption in California since 2003. Consumption
peaked in 2008 at 22.3 billion gallons per year. CBE used the years 2010 through 2014
to determine the emission limits for Rule 12-16. The peak consumption in those years
was 20.3 billion gallons per year. Fuel consumption increased to 20.8 billion gallons per
year in 2015 and continues to increase.

Staff also analyzed refinery operating utilization from the U.S. Energy Information
Administration during the five-year baseline period from 2010 — 2014. This information is
displayed on Figure 4, and is summarized in the Table 4 below:

Table 4: Average US West Coast Refinery Operating Utilization

Year Average Peak Utilization
Utilization (%)
(%)

2010 — 2014 82.6 93.4
2010 80.3 86.3
2011 80.7 88.8
2012 82.0 92.8
2013 83.4 88.6
2014 85.8 91.5
2015 86.5 93.4
2016 85.9 93.1

Note: Utilization data available for PADD 5 refineries, but not available for Bay Area refineries

alone.
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Figure 4: U.S. West Coast Refinery Utilization

Refinery Operable Capacity (Percent)

93.4%
, . ]
. v »
' P B . ,
1 e & '
«
|
o — — — — (o] o o~ (o] o o™ m m < < < < n n n n (o) [(e} (o) (o)
i — i — i i — B i i — Lo i i — i i i — B — — i — —
O O O O O O O O OO O O OO O O O O O O O o O O o
o~ o (g\] [a\] o~ (o] (g\] o~ o~ (o] (g\] o~ [o\] (o] (g\] o~ [a\] (o] (o\] o~ o~ o o~ [o\] (a\]
F & F fF F & & & F F F fF & F F f& & F & & F & & &
O O O © © O ©O © © © O © © © O O © © © © © © © o o
[S] P c Q O P C o Q — C o Q — Q P O — Q
o 8 S g o955 % 95 osSsS g os S gosS5 T o
o > - u.0 3> > u.0 3> S un.o0 s =2 uo S S un.0o > =S u 0

Page 30

Mar 04, 2017


http://www.energy.ca.gov/almanac/petroleum_data/

Analysis of refinery utilization was performed to determine if the caps in Rule 12-16 would
create a de facto production limitation for Bay Area refineries.

The data in Table 4 shows that the US West Coast refineries averaged 82.6 percent
utilization during the 2010 — 2014 baseline period, ranging from an average utilization of
80.3 percent in 2010 to 85.8 percent in 2014. As shown in Figure 4, gasoline and total
fuel consumption was relatively stable during this baseline period. Refinery utilization
increased in 2015, driven by higher gasoline and total fuel consumption, and by a
significant refinery outage.? Refining utilization continued to be high in 2016. Peak refining
utilization appears to be about 93.5 percent. Given the few times when that peak was
achieved, it's unlikely to be sustained over a long period due to unplanned outages and
planned maintenance.

As described above, facility emissions limits were based on the highest annual emissions
during the baseline period. During this period, refinery utilization averaged 82.6 percent,
and the highest annual utilization during the baseline period was 85.8 percent. The facility
emissions limits have been increased 7 percent to allow for normal year-to-year changes
on an individual refinery basis. Assuming the Bay Area refineries are fairly represented
by the overall PADD 5 refinery utilization, and that the refinery operators choose to comply
with the cap by limiting production, the post-cap production capacity of Bay Area refineries
will be limited to somewhere between (82.6 + 7 =) 89.6 percent to (85.8 + 7 =) 92.8
percent annual average utilization.

Assume Bay Area Refining Utilization PADD 5 Refinery Utilization

Emission based limit — low 82.6% + % = 89.6%
Emission based limit — high 85.8% + % = 92.8%
2015 PADD 5 utilization was 86.5%, and 2016 PADD 5 utilization was 85.9%
2017 YTD has been the highest PADD 5 utilization observed at 87.1 percent.

On average, the emissions limits do not appear to inhibit refining capacity considering
Bay Area refineries as a group, since typical annual average utilization is 80 — 87 percent,
and the emissions limits appear to establish production capacity limits at approximately
89 — 93 percent utilization. That is, the emission limits in Rule 12-16 appear to be
consistent with the current maximum production capability of the refineries as a group.
However, the emissions limits may impose effective production caps on individual
refineries.

Given that the emission limits are consistent with the current production capacity for the
refineries as a group; Air District staff do not expect the cap in Rule 12-16 to have
significant impacts on the market for refined fuels if fuel consumption does not
significantly increase or production capacity is not reduced by refinery closure or outage.

If the demand for refined fuels continues to increase or if overall statewide refinery
capacity is reduced, the cap on individual refineries may end up being a significant
constraint on the market. When the supply for fuels is constrained, the impacts can be

2 ExxonMobil’s Torrance refinery was off-line from March 2015 — May 2016.
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dramatic and felt statewide. In 2015, the ExxonMobil refinery in Torrance was offline for
most of the year. This reduced refining production capacity in the state by roughly 10
percent. Because of this moderate reduction in supply, gasoline prices increased 27.6
cents over the typical cost of gasoline in California. The direct cost to the California
economy was over $2 billion.® In addition, imports of refined products increased ten-fold,
resulting in additional GHG emissions from shipping. CARB projects that gasoline
consumption will decrease over time due to stricter fuel consumption standards and other
factors. However, the trend since 2012 has been toward increasing consumption. If this
trend continues, and refineries respond to the cap by limiting production, Rule 12-16 may
eventually have a significant economic impact on the Bay Area and the rest of California.
This would also be the case if statewide refinery capacity was significantly reduced due
to a refinery closure or incident like the 2015 ExxonMobil incident.

A. SOCIOECONOMIC IMPACT ANALYSIS OF RULE 12-16

The economic analysis of Rule 12-16 considers two possible responses to the proposed
emission limits. In one scenario, refineries will make improvements to allow for production
to increase above current capacity. These improvements will have both economic and
environmental impacts. In the other scenario, refineries will limit production to stay under
the emissions limits. These two assumptions were used to determine the maximum
possible impact of the rule. The refineries have other, lower-cost options that they could
pursue to comply with the rule, such as improving the efficiency of their operations. The
economic and environmental impacts of this response depend upon future demand for
transportation fuels or reduction in overall refinery capacity. If demand decreases, as
CARB projects, it is likely that there will be no impacts. If demand increases, as it has
been since 2012, or statewide refinery capacity decreases, there could be significant
economic impacts and potentially a net increase in GHG emissions due to Rule 12-16.

Scenario 1: Installation of a Wet Gas Scrubber

Of the eight potentially affected facilities, itis assumed that only three would possibly elect
to install a wet gas scrubber to stay in compliance with the emissions limits of Rule 12-16
because these facilities operate fluidized catalytic cracking units (FCCU), which are
significant sources of NOx, SO, and PM.

Cost of Compliance

In the event affected sources adopt physical improvements to comply with Rule 12-16, it
is probably that affected sources will adopt one of two scrubbers, i.e. a FCCU non-
regenerative scrubber or a FCCU regenerative scrubber. One FCCU non-regenerative
scrubber with a flow rate of 275,000 dry standard cubic feet per minute (dscfm) annually
costs $6,336,978. Of this amount, $5,170,880 is the annual capital cost associated with
a non-regenerative scrubber, with the balance of $1,166,098 being the annual operating
cost associated with maintaining this scrubber. The annual cost of one FCCU
regenerative scrubber with a flow rate of 275,000 dscfm is $12,818,246. Of this amount,

3 Gonzales, Dan, Timothy Gulden, Aaron Strong and William Hoyle. Cost—-Benefit Analysis of Proposed
California Oil and Gas Refinery Regulations. Santa Monica, CA: RAND Corporation, 2016.
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$10,999,872 is the cost of the equipment, and $1,818,374 is the annual operating cost.*

Of the five large refineries in the Bay Area, three could adopt scrubbers, with each
implementing one, i.e. either a non-regenerative scrubber or a regenerative scrubber. It
is important to note that these three refineries could choose to adopt scrubbers to ensure
compliance with Rule 12-16 because they operate FCCUs that are significant sources of
NOx, SO2 and PM, which are addressed by the rule. Furthermore, one refinery and three
non-refineries subject to the rule do not need to consider installing scrubbers as they do
not operate FCCUs. Another refinery already operates an FCCU wet scrubber.

In Table 5 below we estimate the annual cost of compliance associated with Rule 12-16,
should affected sources achieve the aims of the rule by adopting new equipment to stay
below the emission cap. If the three refineries in need of implementing a scrubber did so,
they would face a combined annual cost ranging from $19.0 million to $38.4 million.

4 Price Quote, Ed Hutter, DuPont Sustainable Solutions - Clean Technologies, Belco Technologies

Corporation, October 28, 2014, 14-126-B-EDV.
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Table 5: Aggregate Annual Capital and Operating Cost By Affected Industry: Low
Scenario and High Scenario

Low
Scenario High
Nos. of (Non- Scenario
Pieces of | Regenerative | (Regenerative
Industry NAICS | Equipment Scrubber) Scrubber)
Refineries 324111 3 $19.0M $38.5M
Others
Industrial Gas Manufacturing | 325120 N/A N/A N/A
Other Electric Power 221118 N/A N/A N/A

Profile of Affected Sources

The three affected refineries (NAICS 324111) generate an estimated $26.6 billion in
combined annual revenues and $1.0 billion in net profits. The two industrial gas
manufacturers (NAICS 325120) generate anywhere between $200 million and $500
million in combined revenues, and between $15 million and $25 million in annual profits.
Martinez CoGen (NAICS 221118) generates between $5 million and $15 million in annual
revenues, and $225,000 to $500,000 in net profits.

Table 6: Economic Profile of Sources Affected By Rule 12-16

Est. Annual Est. Annual Net
Industry NAICS | Facilities Revenues Profits
Refineries 324111 3 $26.6B $1.0B
Others
Industrial Gas Manufacturing | 325120 2 $200M - $500M $15M - $25M
Other Electric Power 221118 1 $5M - $15M $225K - $500K

Note: B = Billion, K = Thousand, and M = Million.

Source: Applied Development Economics, based on InfoUSA, California Energy Commission, the US

Energy Information Administration, US Internal Revenue Service, and the Economic Census

Socioeconomic Impact Analysis of Rule 12-16

In both the low or high cost scenarios, the three affected refineries are not significantly
impacted by Rule 12-16, should they choose to achieve the emissions-limitation aims of

the measure by installing new scrubbers.
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Table 7: Socioeconomic Impact of Rule 12-16 on Affected Industries

Low High
Scenario: Scenario:
Low High FCCU Non- FCCU
Scenario: Scenario: Regenerative | Regenerative
FCCU Non- FCCU Scrubber Scrubber
Regenerative | Regenerative Cost Cost
Scrubber Scrubber Effectiveness: | Effectiveness:
Establish Cost Cost Cost to Net Cost to Net
Industry NAICS | ments Effectiveness | Effectiveness Profit Profit
Refineries 324111 3 $19.0M $38.5M 1.8% 3.6%
Others
Industrial Gas
Manufacturing 325120 2 N/A N/A N/A N/A
Other Electric Power 221118 1 N/A N/A N/A N/A

Source: Applied Development Economics

Small Business Disproportionate Impacts

According to the State of California, among other things, small businesses generate
annual sales of less than $10 million.> Of the three sources affected by Rule 12-16, none
are small businesses. Thus, small businesses would not be disproportionately impacted
by Rule 12-16.

Scenario Two: Limiting Refinery Production

In this second part of the socioeconomic analysis, staff presents possible impacts
resulting from a limit on production at refineries. Air District staff analyzed a variety of
data sources on refinery capacity and utilization, and observed that emissions limits
contemplated in Rule 12-16 do not appear to inhibit refining capacity as a whole, as the
caps in the rule appear to be consistent with the current maximum production capability
of area refineries.

It is not expected that the emissions caps in Rule 12-16 would have significant impacts
on the market for refined fuels so long as fuel consumption does not significantly increase
or statewide refining capacity does not significantly decrease. Consumption for fuel can
increase in absolute and relative terms for a variety of reasons, with a corresponding
increase in price of fuel at the retail level. For example, population growth and an increase
in the number of persons commuting into the area would result in greater demand for fuel
whose supply could be limited by Rule 12-16, resulting in a bidding-up of the price of fuel.

While the impact of a limited supply of refined product relative to demand on the retall
price of fuel is observable in that prices tend to go up, how much prices increase can vary
widely. Price spikes tend to be an inherent, if latent, feature of the oil refining-gasoline
consuming activity, due to the combined facts that people tend to keep buying gas to
drive their cars to work and other places even as the price of gas rises, and that California
refineries tend to operate very close to capacity, meaning that refineries are unable to
boost supply significantly when demand increases. As Borenstein notes, “The market

5 http://www.leginfo.ca.qgov/cgi-bin/displaycode?section=gov&group=14001-15000&file=14835-14843
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can easily become out of balance if there is an unexpected jump in demand, or more
commonly, if a refinery experiences a supply disruption or outage and output is reduced.”®
Thus, in the case of the temporary shut-down of the southern Californian refinery in
Torrance in 2015, California Energy Commission report that found that the 10 percent
reduction in supply led to 27.6 cents increase in the cost of gasoline.” Local price
increases can be more substantial. ADE, the Air District's socio-economic contractor,
estimates that between February 12, 2015 and March 13, 2015 the average price of
gasoline in the City of Los Angeles increased by 32 percent because of the Torrance
shutdown, going from $2.65 a gallon to $3.51 a gallon.® The peculiarities of the California
market also explain the magnitude of price increases in California when supply shocks
occur. By way of example, Phoenix, Arizona in 2003 experienced a 30 percent drop in
fuel volume resulting from a pipeline failure, which then led to a 37 percent increase in
price of gas in Phoenix.® The FTC observed that prices in Phoenix in 2003 did not rise
even faster largely because West Coast refineries were able to ship more gasoline into
Arizona to hold down prices. The unique blend required in California makes it difficult
(but not impossible) to ameliorate the effects of supply shocks along the lines of Phoenix
in 2003, which perhaps explains why in one instance a ten percent drop in supply in
southern California leads to almost 32 percent increase in price while a steeper 30 percent
supply drop in Phoenix led to 37 percent price increase there.©

While the Torrance and the Phoenix examples demonstrate the potential for prices to rise
when fuel supplies are decreased, projecting these variations following supply shocks is
not an exact science. However, one could apply the Torrance and Phoenix examples to
roughly estimate price impacts. Thus, if production at refineries is capped per the limits
contemplated in Rule 12-16, then a percentage increase in population over a given time
period would be equivalent to a reduction in supply of gasoline by a similar percentage
over the same period. Since ABAG projects the nine-county San Francisco Bay Area
region to grow by 9.2 percent over the ten-year 2015-2025 period, application of the
Torrance example results in an estimated 29.4 percent increase in price over the same
ten-year period.!! This price increase would average less than three percent a year,

6 Borenstein, Bushnell, and Lewis, “Market Power in California’s Gasoline Market” (May 2004), page 8
7 Bay Area Air Quality Management District, Draft 12-16 and Draft 11-18 (Draft Staff Report: October
2016) page 23 (citing California Energy Commission)

8 GasBuddy California http:/archive.is/tIKBy

® Federal Trade Commission, Gasoline Price Changes: The Dynamic of Supply, Demand, and
Competition (2005), page 29

10 Wwhile it is true that California’s market for refined product is almost a closed market due to the special
blends generated only for Californians, there are some refiners outside of California who produce to
California’s standard, although delivery of their products takes 2 to 5 weeks and entails prohibitive
transport costs. See Borenstein, Bushnell, and Lewis, “Market Power in California’s Gasoline Market”
(May 2004), page 20 ; see also US EIA, “California’s gasoline imports increase 10-fold after major
refinery outage” (October 2015) http://archive.is/loRGol

11 See http://archive.is’fgGomH: The nine-county San Francisco Bay Area region is projected to grow
over the ten-year 2015-2025 period by 672,600 persons, from 7,461,400 to 8,134,000. Including
estimated number of non-residents commuting daily into the Bay Area for jobs, the total number of
persons in the Bay Area will go from 7,938,800 in 2015 to 8,668,700 in 2025, for a 9.2 percent
increase over the ten-year 2015-2025 period.
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which would have a cumulative effect but would be much less than a short-term price
shock such as occurred in the Torrance incident, or other price fluctuations that occur due
to market conditions. For example, in January 2015, regular gasoline in California cost
$2.68 per gallon, of which $1.29 was attributable to the price of crude oil purchased by
the refinery. Six months later, a gallon of regular gas was $3.45, of which $1.45 was
attributable to crude oll, for a 12 percent increase over a six-month period in the cost of a
gallon of gas attributable to crude oil.*> The overall price of gas in this six month-period
increased by 29 percent, from $2.68 to $3.45 a gallon. In short, Rule 12-16 may introduce
a regime to limit the production of refined petroleum products, but for various reasons,
the price of these refined products can go up and down, consequently lessening the effect
in modelling the socioeconomic impacts of a limit on the production of refined petroleum
products supply on the wider economy.

VI. REGULATORY IMPACTS

Staff is concerned that a fixed numeric cap on refinery emissions may not be consistent
with requirements of the Federal Clean Air Act (CAA) and the California Health and Safety
Code (H&SC) where criteria pollutants are concerned. Both laws require the Air District
to develop permitting programs that allow for criteria pollutant emissions to increase at a
facility as long as those emissions are offset by an equal or greater amount of reductions
of the same pollutant from a location within the region (CAA Sections 173(a) and 173(c)(1)
and H&SC Sections 40918(a) and 40709(a)). The Air District has such a permitting
program embodied in Regulation 2: Permits, Rule 2: New Source Review (Rule 2-2). This
rule applies equally to all facilities in the Bay Area. Although state and local agencies may
adopt more stringent rules than required by federal and state law, there is a significant
argument that a fixed numeric cap for criteria pollutants conflicts with these federal and
state provisions that allow facilities to increase emissions if certain conditions are met. It
may be difficult to legally justify the necessity for such a measure, considering that
jurisdictions with far worse air quality, such as the South Coast and San Joaquin air
basins, have not adopted one.

Staffis also concerned that there is no support for imposing a specific regulatory approach
on one sector of the regulated community without factual support for such selective
treatment. Setting a fixed cap on PM, NOx and SO2 emissions for refineries as proposed
by CBE would mean that these facilities would be required to offset any emission
increases above the cap within their individual fence-lines. In addition, the proposed cap
may prevent the construction and operation of new equipment already permitted by the
Air District. That means a different set of permitting rules would apply to these refineries
and support facilities than to other sources in the Bay Area. The rule would address
pollutants of primarily regional concern by limiting those pollutants from one Bay Area
industrial sector through a mechanism unique to that industry and unlike the mechanism
for all other industrial sectors, which relies on standards for the equipment operated by
the industry and measures compliance through scientifically-tested methods rather than

12 See http://bit.ly/2mkDgLW
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inventory approximations. This would likely be viewed by a court as arbitrary and
capricious. This is a problem for criteria pollutants, given that, as explained below, the Air
District’s current air quality monitoring data does not show that the concentrations of the
criteria pollutants covered under the cap in Rule 12-16 are higher in refinery communities
than in other urbanized areas of the region.

The Air District currently has multi-pollutant air monitoring stations located near refineries
in San Pablo, Concord, Vallejo and San Rafael with multiple additional stations measuring
sulfur compounds surrounding the refineries. The data from these monitoring stations
show that air quality in refinery areas is comparable to other urbanized locations for PM2 s,
NOy, and SO, Air District maximum readings for PM2s or NOx do not come from the
refinery-area monitors. In addition, data show that concentrations of SOz in refinery
communities are well below the National and California Ambient Air Quality Standards. It
is important to note that PM2 s from refineries is produced predominantly from combustion,
resulting in the PM2 s being sent aloft, and therefore typically contributes to regional PM2 s
as opposed to producing localized impacts such as those associated with wood smoke
or diesel engines. It is possible that some combustion sources may have more localized
impacts depending on stack height, weather and topography. Those types of sources are
more effectively addressed through direct regulation than through a facility-wide cap
which would allow for emissions to be shifted around the facility.

Figure 5 below compares measured concentrations of PM2s in refinery-area monitors
with concentrations measured elsewhere in the Air District. Note that San Jose
consistently has the highest PM2 s concentrations in the Bay Area. Concentrations of this
pollutant measured in the refinery areas are similar to measured concentrations in
Livermore and San Francisco. All the monitors show concentrations lower than the
National Ambient Air Quality Standard (NAAQS) for PM2s.
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Figure 5: Ambient Measurements of PM3s
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Figure 5: Ten years of 24-Hour PM, 5 design values at Bay Area monitoring stations. The design value for 24-hour
PMz;s is the three-year average of the 98" percentile of daily values. The Design Value Year is the last year of the
three-year average. Source: US EPA's Air Quality Systems (AQS) database (October 7, 2016).

The Air District’'s evaluation of risk from toxic air contaminants indicates that most of the
toxic risk from refineries is from benzene from leaks and particulate matter from diesel-
fired engines (diesel PM). The proposed cap would have no effect on the risk from these
toxic air contaminants. This is why Air District staff is developing Rule 11-18, which will
reduce the risk from air pollution in refinery communities and across the Bay Area in a
manner that directly requires actions to reduce health risk from air pollution.

In conclusion, Air District staff believes CBE’s proposed concept for Rule 12-16 would
likely be found by a Court to be beyond the Air District’s authority and/or arbitrary and
capricious, where criteria pollutants are concerned. Staff’'s analysis also indicates that the
proposed rule is unlikely to improve air quality in refinery communities since it does not

reduce emissions.
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VIl. THE RULE DEVELOPMENT / PUBLIC PARTICIPATION PROCESS

The publication of this document is intended to support the initial public comment portion
of the development of these two rules. Key milestones dates for the rest of the process

are as follows:
November 9, 2016
November 10, 2016
November 14, 2016
November 15, 2016
November 16, 2016
November 17, 2016
December 2, 2016
March 24, 2017
March 27, 2017
March 28, 2017
March 29, 2017
March 30, 2017
May 8, 2017

May 25, 2017

May 31, 2017

IV. CONCLUSION

Open House in Richmond

Open House in Oakland

Open House/Scoping Meeting in San Francisco
Open House in San Jose

Open House/Scoping Meeting in Martinez
Open House in Fremont

Comment deadline for draft rules and NOP/IS
Final rules, staff report, draft EIR published for comment
Workshop in Cupertino

Workshop in Benicia

Workshop in Hayward

Workshop in Richmond

Comment deadline for final rules

Board Package, including Final Staff Report, Responses to
Comments, and final rule language published

Public Hearing - Board consideration of final rules

Pursuant to the California Health and Safety Code Section 40727, before adopting,
amending, or repealing a rule the Board of Directors must make findings of necessity,
authority, clarity, consistency, non-duplication and reference. The Air District staff
believes the GHG portion of the proposal meets the requirements of this statue for the

reasons listed below.
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Necessity Finding

The proposal is necessary because neither top-down nor market-based approaches to
climate protection have proven effective in sufficiently reducing climate pollutants®® and
there are no finalized plans to impose a carbon tax nor direct regulation of industrial
sources of GHGs. Because there has been two decades of efforts without significant
demonstrable progress on the state, federal or international levels, it is imperative /
necessary for local governing agencies such as the Air District with the political will to
do as much as legally possible to regulate GHG emissions. Because of this imperative,
the Air District is compelled to act within its authority to limit and reduce GHG emissions
from refineries and other significant sources to achieve short-term, interim, and long-
term GHG reduction goals until such efforts are no longer necessary.

International Treaties: Little to no progress has been made since the ratification
of the 1997 Kyoto Protocol was adopted in Kyoto, Japan, on and became
effective in 2005. Although the United States was a signatory to the Protocol, it
has never been ratified. While, the U.S. also entered into the Paris Agreement, it
appears unlikely that the current Administration will honor the commitment to the
accord.

Market-Based Approach: The State’s Cap-and-Trade approach to reducing
GHGs from various industrial sectors have yet to produce significant reductions
from the refineries in the Bay Area. Changes in GHG emissions from the
petroleum refining industrial sector have not been the result of regulation—but
primarily due to economic and market forces, relating more to the state of the
economy, with decreases since the passing of AB 32 related to the downturn in
the economy and more currently, trending to increase as the economy improves.

No Direct State Regulation of Refinery GHG Emissions: Since the passing of AB
32, in 2006, CARB has not adopted any regulation that directly limits or reduces
the GHG emissions from refineries. Up to this point, the State has solely relied
on market forces via Cap-and-Trade to address GHG emissions from this

sector. Itis imperative to ensure that GHG emissions are limited as soon as
possible to curtail increases in GHG emissions from major sources such as
refineries in our efforts to control the contributing pollutants to anthropogenic
climate change.

Global Pollutant, Locally Emitted: While it is accepted that GHGs collectively
have a global impact, these pollutants are emitted locally from various sources,
including mobile / fuel, stationary source / industrial, energy, agricultural, water,
waste management, and natural lands sectors. Historically, the stationary
sources are controlled most effectively at the local level by the agencies most
familiar with them, that have a long history regulating their emissions — the local
air districts.

13 Air District GHG emissions projection indicate that stationary source GHG emissions will not achieve
the short term 2020 goal of 1990 emissions.
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e Necessary First Step to Limiting GHG Emissions: Limiting GHG emissions from
refineries is a needed first step to ensure that as demand for transportation
grows and crude and product slates change, GHG emissions from this significant
source does not erase any progress made in the last few years while CARB and
the Air District look for additional ways to limit or reduce GHG emissions.

e State and Air District Interim and Long-term GHG Reduction Targets: In 2013
the Air District adopted a long-term GHG emissions reduction goal of 80 percent
of 1990 levels by 2050. Recently, in the 2017 Clean Air Plan, the Air District
adopted the interim GHG reduction goal of 40 percent reduction by 2030. These
goals are consistent with the State’s interim and long-term GHG reduction goals.
AB 32 also established a short-term goal of reducing the State’s GHG emissions
to 1990 levels by 2020. Figure 3-9 from the Air District Clean Air Plan shows that
we are NOT on-track to meet the 2020 goal, and dramatic reductions are needed
in less than 13 years to achieve the 2030 goal.

Alir District Clean Air Plan: Figure 3-9. Projected Bay Area GHG Emissions by Sector
Based on State Policies, (100-year GWP)
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e To achieve these goals, major sources of GHG emissions in the Air District would

have to make significant reductions in their GHG emissions. Air District

emissions inventory indicates that refineries were responsible for 68 percent of
the stationary source GHG emissions in 2015. The following table illustrates the

annual emissions and percent emission reduction needed if refineries were to
proportionate reduce their GHG emissions to meet the short-term, interim and
long-term goals.

Refinery GHG Emissions Projections Based on State and Air District GHG Goals

Calendar State and/or Refinery % Reduction | % Reduction
Year Air District GHG of 2015 GHG | needed each
GHG Emissions Emissions year
Reduction (MMT CO.e) needed
Goals
(relative to
1990)
2015 n/a 14.5 n/a n/a
2020 100% 11.6 20% 5%
2030 40% Below 7.2 50% 3%
2050 80% Below 2.2 85% 1.75%

The Air District’s best estimated projections show that the Air Basin would not achieve

its goals for 2020, 2030, nor 2050 even considering state policies and regulations
already adopted, as well as those that are likely to be adopted and implemented over
the next ten to 15 years.'* To successfully implement many of the state policies and

regulations, the State will need cooperation and assistance from the regional and local

agencies.®®

4 Potential emission reductions from additional stat actions that may be included in the 2017 Scoping

Plan update are not reflected in this analysis.

15 Bay Area Air Quality Management District, 2017 Clean Air Plan, p. 3-19.
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Rule 12-16 Response to Comments May 25, 2017

Responses to Comments on Rule 12-16
Comments from Individuals

Individual Comments of Support for Rule 12-16:

Twenty-three (23) individuals from many locations in the Bay Area wrote to support adoption of
Rule 12-16. Some of the reasons for support include: fighting climate change, prevention of large
increases in refining of Canadian “tar sands” crude oil, does not unduly limit refinery operations
since the cap is set higher than current emissions, would avoid increases in health impacts on the
community associated with processing “dirtier” crude sources, the Bay Area is tied for 6 place
worst particulate matter pollution — according to the American Lung Association, Californians
should lead by example in addressing carbon emissions, refinery emissions are a health burden in
communities of color, need to establish overall emissions caps on refineries.

Some of these comments in support of Rule 12-16 also expressed concern that the staff opposed
the Rule.

One individual commented in support of greater control on refinery emissions, but opposed Rule
12-16 as being too lenient.

Staff Response:

Staff shares the concerns expressed in these emails. However, as explained in the Staff Report,
there are concerns about the legal defensibility and unintended impacts of Rule 12-16, as
currently drafted in accordance with the policy vision developed by CBE and their associates.
Staff believes that there are better, more defensible and more effective methods to accomplish the
goals of Rule 12-16 and address the concerns detailed in these emails.

Increasing PM and GHGs Trends

Comment: According to the Air District’s own data and in contrast to some other pollutant
emissions, both particulate matter emissions and greenhouse gasses from Bay Area refineries
have increased significantly over the past several decades, in contrast to some other pollutants.

C. Davidson

Staff Response:
Air District staff does agree with this comment. There is no evidence that refinery GHG and PM
emissions are increasing.

Loopholes in Rule 13-1

Comment: Rule 13-1’s first potential GHG loophole regards the highly variable diluting of very
heavy oils with much lighter solvent oils to obtain a much lighter, more liquid and more
“workable refinery blend” which would still require very high-GHG processing, but remain just
below the per barrel limit. The case-in-point regards refineries developing new capacity to refine
bitumen as feedstock, which is an extremely high-sulfur, semi-solid non-conventional oil. So by
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Rule 12-16 Response to Comments May 25, 2017

dilution, a refinery could still process large amounts bitumen and yet, remain under almost any
per barrel GHG limit.
C. Davidson

Staff Response:

The commenter has provided no information that would support the claim the refineries would
opt to blend heavy oils with much lighter solvent oils and that the resulting product, diluted
bitumen (DilBit) would always meet the carbon intensity limits contained in Rule 13-1 and result
in greater emissions of various pollutants.

Comment: The second GHG loophole for Rule 13-1 is to first separate the heaviest oil fractions
out of DilBit, by distillation at one facility and then further process this semi-refined, heaviest
fraction of bitumen at a second facility. In fact, from anywhere in the world, partially refined or
pre-processed extra heavy bottom oils, from tar sands or otherwise, could be diluted significantly
to below any per barrel limit and then delivered by ship to any local area refinery.

C. Davidson

Staff Response: The scenario outline in this comment could also act as a basis to ensure
compliance with Rule 12-16 in its current form. Refiners could preprocess crude at refineries
outside of the Air District to be finished at a Bay Area refinery, thus reducing the refineries’ over
all GHG emissions and, therefore, ensure compliance with the GHG emissions of 12-16 through
displacement of the GHG emissions associated with the initial steps of crude refinement.

Comment: The third major GHG loophole in Rule 13-1 regards the questionable status quo of
having, as undisclosed and proprietary, major chemical constituents of crude feedstocks that
markedly distinguish the various quality types of crude oils that create the varieties of processing
required and the levels of emissions produced. In the case of DilBit, the asphalt content is both
the primary constituent fraction of bitumen and the primary cause of bitumen being the most
GHG-intensive to refine into gasoline.

C. Davidson

Staff Response: As currently drafted, Rule 13-1 is agnostic regarding the characteristic of the
crude oils processed. While the quality of the crude would may impact refinery emissions, for
determining compliance, the rule would rely on the volume of crude or other input relative to the
amount of GHGs emitting from the refinery and other associated processes.

Comment: Air District’s fourth stationary source GHG loophole now exists. Not directly related
to Rule 13-1, but to Rule 12-16, the fourth loophole to refinery-wide GHG limits is Air District’s
recently proposed Draft 2017 Clean Air Plan. The Plan includes a Stationary Source Control
Measure SS 12, which would establish Petroleum Refining Climate Impacts Limit, ostensibly, to
limit facility-wide carbon intensity. According to the plan, if carbon intensity “limits” were
exceeded, a scheme is provided to “offset” the increase in carbon intensity through the “Low
Carbon Fuel Standard (LCFS) framework.” Since the LCFS framework includes credits for
biofuels production, the offset would allow increased biofuel production to offset increased
carbon intensity from processing tar sands.

C. Davidson



Rule 12-16 Response to Comments May 25, 2017

Staff Response: That measure has been update in the Clean Air Plan. The current draft of Rule
13-1 does not allow for the purchases of offsets through the LCFS framework.

Rule 12-16 Is a No-Cost Proposal

Comment: Finally, I am curious why BAAQMD District Counsel Brian Bunger would have
articulated strongly, in the recent past, that Rule 12-16, the refinery-wide emissions limit is
“arbitrary and capricious”, but not Rule 13-1, the per barrel limit? Yet, just this week, CARB’s
executive director has affirmatively clarified the legality of Rule 12-16 and 13-1 by stating
clearly:

“With regard to the District’s draft Regulation 12, Rule 16, limiting emissions
increases from refineries, and the new concept of Regulation 13, Rule 1,
establishing a carbon intensity cap for refineries [C.D.: i.e., a per barrel CO2/GHG
emissions cap], we agree that both the approaches could help to ensure that these
sources do not add to the state’s overall emissions of greenhouse gasses and criteria
or toxic pollutants.” (5)

I am not opposed to Rule 13-1, the per barrel emissions limit, but believe that Rule 12-16’s
refinery-wide GHG and criteria emissions limits 1) need not hamper profitable refinery
operations; 2) nor produce jobs loss; 3) nor require each refinery to reverse long-standing
proprietary policies on crude chemistry information. Importantly, Rule 12-16 greatly needs rapid
adoption after four years and it should ultimately make for safer refineries and communities.

C. Davidson

Staff Response: Staff disagrees that Rule 12-16 offers a no-cost option for limiting GHG
emissions. It is reasonable to assume that at some point a refinery’s emissions may be on the
verge of exceeding or exceed its emission limits for any one of the pollutants addressed by Rule
12-16; if this potentiality were not the case, there would be no need for Rule 12-16. In
evaluating this potential, staff determined that there were three scenarios under which adverse
environmental impact could occur—the installation a selective catalytic reduction (SCR) unit to
control NOx emissions and the installation and operation of a wet gas scrubber to control SO2
emissions. The socioeconomic impact analysis (summarized in the Staff Report) found that
compliance with Rule 12-16 by installing a wet gas scrubber could cost as much as $10,999,872
for the equipment, and $1,818,374 in annual operating cost.

Individual Comments in Opposition to Rule 12-16:
CJIN

I believe in smart, scientifically-based regulation that provides real emissions reductions. I fear
that these rules are being rushed through the rule making process without proper thoughtfulness
and consideration leaving many environmentalists, community members, and industry workers
confused about the real value to Bay Area citizens.



Rule 12-16 Response to Comments May 25, 2017

Staff Response: Rule 12-16 has been in development for more than 1 year, with adequate time
for input and comment from all affected parties.

12-16 is narrow-sighted and fails to consider the larger issues of greenhouse gas pollution such
as leakage and consumer energy needs.

Staff Response: Rule 12-16 provides +7% increase in emissions from each refinery’s highest
annual emissions during the baseline period from 2010 — 2015, and is likely adequate to supply
the Bay Area’s current transportation fuel needs. Future needs are uncertain, as population
growth is anticipated to be offset by increased use of mass transit, improved fuel economy, and
more alternate fuel vehicles. Projections by the Energy Information Administration indicate total
transportation fuels are expected to peak at approximately 7% above the baseline period in
2018, at a level 4% less than the peak fuel demand in 2007.

Refineries are already subject to permit limits, caps, emissions limits, and emissions
concentration limits.

Staff Response: The Air District agrees that source permit limits and emissions limits are very
effective. However, some refinery process units are ““grandfathered” and do not have specific
permit limits. Changes in operation could lead to higher emissions from those specific
grandfathered units.

KM -
Why is the BAAQMD trying to make this regulation law when it is clear that the District
believes it will not have an impact on air quality in the Bay Area?

Staff Response: Rule 12-16 is intended to prevent future increases in air emissions, rather than
reduce existing air emissions.

Do the Refinery 2010-2014 baselines (table 12-16-301 and 302) take into account the Refineries
not operating at full capacity during certain years (i.e. because of equipment failure, large
turnarounds, etc.), and if not, can you propose a new baseline that would include this analysis?

Staff Response: Rule 12-16 proposes using the highest annual emissions during the baseline
period of 2010 — 2015, plus 7% as the limit for each criteria pollutant and for GHG emissions.

PV-

This commenter wrote to oppose any regulation of CO2, expressing concern about impacts on
gasoline prices. He also expressed concern about the rule increasing net GHG emissions due to
production constraints in the Bay Area leading to production elsewhere and shipping emissions.
He asked the Air District to focus on more traditional pollutants.

Staff Response: COz is an air pollutant whose impacts are felt globally. Controls are needed
everywhere to prevent severe impacts from climate change. The Air District has set aggressive
goals to reduce local GHG pollution and some local rulemaking will be required to meet those
goals.
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Comments from Organizations

California Air Resources Board

Regarding 12-16 and 13-1, we agree that both approaches could help ensure no increases of
pollutants. We recommend establishing an industrial source action committee within the
California Air Pollution Control Officers’ Association, with an initial focus on refineries.

Staff Response: The Air District looks forward to working with CARB through an industrial
source action committee of CAPCOA.

Citizens Against Pollution, Peninsula Interfaith Climate Action
These groups commented in support of Rule 12-16 for reasons like those expressed by
individuals supporting the rule.

Staff Response: As mentioned above, staff shares the commenters’ concerns about the impact of
air pollution from refineries. However, we are concerned about the legal defensibility and
effectiveness of the policy recommended by CBE and their associates.

National Resources Defense Council

In its staff report for Regulation 12, Rule 16 BAAQMD focuses on two potential mechanisms for
reducing greenhouse gas (GHG) and criteria emissions: (1) installation of wet gas scrubbers in
facilities operating fluidized catalytic cracking units (FCCU); and (2) limiting refinery
production. These are not the only mechanisms available to limit refinery emissions and to fully
inform the public, BAAQMD’s discussion and evaluation of Regulation 12, Rule 16 should
reflect the full range of emissions reductions mechanisms available.

There are a number of options for reducing refinery GHG and criteria emissions, which include
shifting to sweeter and cleaner crude feedstocks and curtailing production. However, refineries
can also undertake energy efficiency improvements or equipment upgrades, independent of wet
gas scrubbers, which have the potential to greatly reduce refinery emissions and would not
require cuts in refinery production.

Staff Response: The staff’s socioeconomic and CEQA analysis focused on these two potential
responses to the limits in Rule 12-16 because these responses are the most environmentally and
economically impactful mechanisms that the refineries might employ to address the rule.

NRDC has also analyzed various studies showing that energy efficiency measures can reduce
refinery carbon dioxide emissions in a cost-effective manner. According to McKinsey and Co.,
the refining industry could reduce energy use 13% by 2020 through commercially available
technologies, and at an internal rate of return of at least 10%. Energetics Incorporated found that
technical potential was as high as 26%, if best practices and state-of-the-art technologies are
used.
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Staff Response: Each refinery submitted a list of refinery-specific energy improvement projects
to the California Air Resources Board in response to the California Regulation for Energy
Efficiency and Co-Benefits Assessment of Large Industrial Facilities in late 2011. Review of
those range of energy improvement projects finds that projects with simple payback within 10
years results in emissions benefits for particular refineries of 0.02% to 4.02% if all projects are
implemented and achieve the expected results. The emission reduction potential shown in the
NRDC’s more general studies may not be achievable at the specific refineries in the Bay Area.

United Steelworkers (USW)

United Steelworkers (USW) District 12 is writing you to offer updated comments on Draft
Regulation 12-16, which are currently under consideration by the Bay Area Air Quality
Management District (BAAQMD). While we strongly support action to reduce greenhouse gases
(GHGs) and emissions of criteria pollutants and toxic air contaminants (TACs) that can harm
workers and communities, we continue to have unanswered questions about rule 12-16. We
therefore respectively urge the board to postpone a decision on this draft rule — beyond the
current May 31 meeting date — until our concerns are adequately addressed.

Our fundamental questions concern a) whether local emission caps on GHGs at refineries will
have the intended impact of reducing emissions of GHGs overall; b) whether those same caps are
an effective method for reducing the emissions of criteria pollutants and TACs, which are a
primary cause of negative health impacts on public and worker health; and c¢) whether the rule
will cause refiners to rely more heavily on imported fuels, if they are prohibited from growing
their business in California — resulting in a larger GHG footprint for California’s fuels; higher
fuel prices that will be felt most directly by lower income residents; reduced ability of the
California fuel supply to respond quickly in the event of a refinery failure or upset; and job loss
at refineries and all the local businesses that are part of the same economic ecosystem.

Staff Response:

a) The economic impacts of the rule are uncertain and depend on whether the consumption
of transportation fuels declines, as predicted by the California Air Resources Board
(CARB), or increases as it has been doing since 2012.

b) GHG emissions are correlated to criteria pollutant and TAC emissions, validated by
Tracking and Evaluation of Benefits and Impacts of Greenhouse Gas Limits in
Disadvantaged Communities: Initial Report from CalEPA Office of Health Hazards
Assessment, February 2017

c) Rule 12-16 proposes using the highest annual emissions during the baseline period of
2010 - 2015, plus 7% as the limit for each criteria pollutant and for GHG emissions.
These limits should provide adequate capacity to supply current transportation fuels
needed in the Bay Area.

Until we can predict with some measure of certainty that rule 12-16 will not increase the import
of fuels with a greater carbon footprint and thus send us in the wrong direction on GHG
reduction, and until we can say with certainty that it will significantly improve the health of local
residents in refinery communities, we urge the board to table this rulemaking.
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We are continuing to analyze Rule 12-16; however, in light of what we have learned thus far, we
are urging the Board to postpone its decision, now slated for May 31, based on the following
unanswered questions:

1) What will be the impact on worker and community health?

The Rule does not address criteria pollutants or TACs, which are important for both worker and
community health. For refineries, these include diesel particulate matter from diesel-fired
equipment, benzene from process leaks, 1,3-butadiene and others. We believe an emissions rule
should include both criteria pollutants and TACs, in addition to GHGs.

Staff Response: It is correct that Rule 12-16 does not include Toxic Air Contaminants (TACs).
The staff believes that these contaminants are best addressed in a risk-based rule and we are
developing Rule 11-18 for that purpose. That rule will cap toxic risk from refineries and other
sources all over the Bay Area.

2) Is there evidence of co-benefits at the specific refineries covered by the proposed rule?

It is not clear to us that, in this case, that placing caps on GHGs would have the co-benefit of also
reducing criteria pollutants and TACs. The pollution control technologies to capture particulate
matter, for example, differ from those that are designed to capture volatile organic compounds
(VOCs), such as 1,3-butadiene and others. It is also not clear to us that BAAQMD could regulate
emissions based on the theory that doing so would provide indirect co-benefits to health.

Furthermore, the BAAQMD’s own October 2016 staff report (page 20) raised significant
questions about the efficacy of co-benefits when applied to specific Bay Area refineries.

Staff Response: As state in the staff reports, rules need to be justified for their own results, rather
than for co-benefits. That said, GHG emissions are correlated to criteria pollutant and TAC
emissions, validated by Tracking and Evaluation of Benefits and Impacts of Greenhouse Gas
Limits in Disadvantaged Communities: Initial Report from CalEPA Office of Health Hazards
Assessment, February 2017, and by A PRELIMINARY ENVIRONMENTAL EQUITY
ASSESSMENT OF CALIFORNIA’S CAP-AND-TRADE PROGRAM. However, since many of
these correlated pollutants are emitted from tall, hot stacks, the pollution usually lofts over the
nearby community and contributes to regional, rather than localized pollution. A risk-based
analysis is a better way to protect local communities.

3) Will capping GHGs at refineries align with the state’s cap-and-trade program?

It is not clear to us how capping GHGs from individual sources can be consistent with both the
theory and operation of the state’s cap-and-trade policies under Health and Safety Code §40727.
Shouldn’t this also be resolved before proceeding with this Rule? We recognize that the
California Air Resources Board recently weighed in with a suggestion that CARB and
BAAQMD work together to ensure Rule 12-16, Rule 13-01 and CARB regulations are
complementary. CARB suggested establishing an “industrial source action committee” within
the California Air Pollution Control Officers’ Association. We support this proposed structure so
that the BAAQMD and ARB can together and take the necessary time to figure out how various
approaches might work — or not work — together and alone. As noted above, the USW will gladly
participate in such a committee.
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Staff Response: CARB has commented that Rule 12-16 (and 13-1) could help ensure no increases
of pollutants. The Air District looks forward to working with CARB through an industrial source
action committee of CAPCOA.

4) Would the cap proposed under Rule 12-16 conflict with the occasional need for refineries
to increase capacity due to a failure in the system?

This is a unique requirement in California because the state is isolated by time and distance from
other sources of transportation fuels and is therefore nearly self-sufficient in fuel production.
Imports make up only between three and six percent of total statewide supply for the 15 billion
gallons of gasoline consumed each year. Total statewide gasoline demand rose 3.9 percent
between 2013-2015.

California is able to shift production capacity internally when needed. Following the February
2015 Exxon Mobil explosion, which took that refinery off line, Bay Area refineries went from
supplying about 45 percent of the state’s gasoline to supplying about 60 percent, an increase of
33 percent. This required an increase in output from two million barrels per week to about 3.2
million barrels per week. The capacity of the Bay Area’s refineries to expand was an important
factor in mitigating the negative economic impact of the Exxon incident, which a 2015 RAND
analysis concluded caused a $6.9 billion contraction in the state’s economy.

Would Rule 12-16 trigger a violation if a refinery increased their output in response to a supply
failure?

Staff Response: Rule 12-16 proposes using the highest annual emissions during the baseline
period of 2010 — 2015, plus 7% as the limit for each criteria pollutant and for GHG emissions.
These limits should provide adequate capacity to supply current transportation fuels needed in
the Bay Area. An extended unplanned emergency refinery shutdown is quite rare. A situation
such as the 2015 Exxon Mobil incident that drastically affects statewide supply is best handled
through the variance process or, if a variance cannot be obtained, through enforcement
discretion as appropriate. Structuring the 12-16 emissions cap to accommodate production in
emergency situations would undermine the purpose of the rule.

5) Will Rule 12-16 result in GHG “leakage” and higher gasoline prices?

In the wake of the Exxon explosion, imported gasoline from foreign sources rose from meeting
about three percent of total statewide demand to about eight percent of demand, or from about
140,000 barrel per week to 420,000 barrels per day. This represented an increase of 42 percent in
total imported gasoline statewide.

In light of the 3.9 percent growth in statewide gasoline demand between 2013-15, as well as the
potential for system failures, could Rule 12-16 lead to an increase in imported gasoline, both
continuously and episodically, as refineries find it impossible to increase production?

Would this imported gasoline come with a larger GHG footprint for refining and transportation,
thereby defeating the purpose of Rule 12-16 to reduce GHGs? Would the higher costs associated
with importing gasoline into California be passed along to the public, where it would be felt most
immediately among lower income residents?
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We believe the possibility of “GHG leakage,” whereby carbon and other GHGs are simply
moved from one regulated location (in this case the Bay Area) to a less regulated location,
should be investigated as a potential unintended consequence of this rule before it is subject to
further actions by the Board.

Staff Response: The economic impacts of the rule are uncertain and depend on whether the
consumption of transportation fuels declines, as predicted by the California Air Resources Board
(CARB), or increases as it has been doing since 2012. Rule 12-16 provides +7% increase in
emissions and production capacity from each refinery’s highest annual emissions during the
baseline period from 2010 — 2015, and is adequate to supply the Bay Area’s current
transportation fuel needs. Future needs are uncertain, as population growth is anticipated to be
offset by increased use of mass transit, improved fuel economy, and more alternate fuel vehicles.
Projections by the Energy Information Administration indicate total transportation fuels are
expected to peak at approximately 7% above the baseline period in 2018, at a level 4% less than
the peak fuel demand in 2007.

Moreover, we recognize that 12-16 could impede the ability of any of the state’s refineries to
expand, even if the expansion would be necessary to produce transportation fuels with lower
carbon intensity. To meet its GHG objectives by 2020, California must be able to take every step
to reduce the carbon intensity of transportation fuels, since this sector is by far the largest emitter
of GHGs each year. If a refinery expansion could meet the state’s need for lower-carbon fuels,
why would the District implement rules that would prohibit such an expansion?

Staff Response: Refinery expansion and modifications may continue to occur through Regulation
2, Rule 2: New Source Review. However, any increase in air emissions must be off-set within the
refinery. This represents a significant deviation from the current new source review
requirements.

Western States Petroleum Association (WSPA)
Attachment A: WSPA Legal Comments on Proposed Rule 12-16

As the District is aware, WSPA submitted comments on the District’s Project Description for
Rule 12-16 on September 9, 2016, and on the District’s Proposed Draft Rule 12-16 on December
2,2016. WSPA continues to have significant concerns with the conceptual goal of Rule 12-16
and with the practical implementation of the rule’s provisions. In general, WSPA agrees with
District Staff’s assessment that Rule 12-16 would not withstand judicial scrutiny. Proposed Rule
12-16 is inconsistent with existing federal and state air programs, would not be in harmony with
the state cap and trade program for greenhouse gas emissions, arbitrarily limits specific refinery
emissions to levels that are not necessary to protect local communities, and is beyond the
District’s statutory authority.

Staff Response: Air District staff does not recommend Rule 12-16 in its current form because of
the legal concerns expressed in the staff report.

WSPA has submitted multiple letters and sets of comments to the District discussing its concerns
over the legality of imposing numeric caps on emissions of GHGs, PMio, PM2s5, NOx, and SOz
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from petroleum refineries. WSPA summarizes its concerns here, and incorporates by reference
its past comment letters on Rule 12-16.1

The Board Cannot Adopt Rule 12-16 Without Making the Six Statutory Findings Required under
the California Health and Safety Code

Prior to adopting a new or amended rule, the District must make six statutory findings: necessity;
authority; clarity; consistency; non-duplication; and reference. Cal. Health & Safety Code §
40727. The Staff Report to Rule 12-16 was prepared “[a]t the direction of the Board ... to
provide an assessment of the rule’s consistency with the Air District’s statutory authority.” Staff
Report, at 5. The Staff Report fails to make these required findings; in fact, it cannot, because
District Staff have concluded that adoption of Rule 12-16 would likely be beyond the Air
District’s authority and/or arbitrary and capricious. See Staff Report, at 39. Assuming that the
Board is considering Rule 12-16 for adoption, the Board cannot adopt proposed Rule 12-16
without first demonstrating that the rule is within the District’s authority, and providing an
opportunity for public review and comment on that analysis. See id. § 40727.2(a) & (1).

Staff Response: Air District staff does not recommend Rule 12-16 in its current form because of
the legal concerns expressed in the staff report.

Numeric Emissions Caps are Not Necessary

The numeric emissions caps under proposed Rule 12-16 are not necessary to protect public
health or to address an existing air quality concern in the Bay Area. Emissions of GHGs, PMo,
PM:s, NOx, and SOz are already extensively regulated at the federal, state, and local level. As
the Staff Report explains, these rules apply standards “that ensure emissions are effectively
controlled.” Staff Report, at 13. Further, the broad range of air quality regulations that have been
adopted by the District, California Air Resources Board (CARB), and the U.S. Environmental
Protection Agency (EPA) were designed to ensure that emissions decrease over time and air
quality improves. And indeed, existing ambient monitoring data and emissions inventories
demonstrate just that: there have been consistent decreases in emissions and improvement in air
quality in the Bay Area. See, e.g., Staff Report, at 14 (“mass emissions generally have been
substantially reduced over the past several decades™).

Proposed Rule 12-16 does not address any current emissions problem. Rather, it is rooted in the
possibility that refinery emissions will increase in the future based on an assumption that changes
in crude oil sources (from traditional sources to heavier sources requiring more intensive
processing) will affect refinery emissions. See Staff Report, at 9-10 (“The intent of Rule 12-16 is
to discourage or prevent refineries in the Bay Area from making changes that would lead to
increases in emissions of certain pollutants”). WSPA and its members have repeatedly pointed
out in prior comment letters that the possibility that new sources of crude oil will result in
increased emissions is not supported by the facts, because, as the Staff Report briefly mentions,
each refinery is designed to process a certain range of crude oil feedstocks, and its emissions
from these operations are limited by the terms of its permit. See Staff Report, at 8-9. Any
physical changes made to refinery operations to accommodate a different crude feedstock would
already trigger permitting requirements and new emissions limits under the District’s existing
New Source Review (NSR) rules.2 Thus, increased emissions stemming from operational
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changes at a facility would already be within the District’s permitting authority. The hypothesis
that refinery emissions may increase in the future based on changes in crude slate therefore does
not constitute a “need” for numeric emissions caps today, given the District’s existing regulatory
authority in this area.

Staff Response: To the extent the comment asserts that a rule intended to prevent future
increases in emissions cannot be supported as “necessary”” under H&S Code § 40727, the Air
District disagrees. Supporting the necessity of such a rule entails establishing the likelihood of
emission increases such that the increases are shown to be more than hypothetical. The Air
District believes it has done so here by explaining that changes in crude can affect emissions.
While existing permit limits are a significant constraint on the potential for emissions to increase
due to changes in crude, they are not an absolute barrier. Grandfathered sources (i.e., sources
that have not been through New Source Review and therefore do not have limits on usage) are
one reason why.

Furthermore, the Board cannot legally adopt Rule 12-16 without supporting the need for
selectively targeting petroleum refineries. WSPA agrees with the assessment in the Staff Report
that the imposition of numeric emissions caps on petroleum refineries would effectively create “a
different set of permitting rules” for refineries than other sources in the Bay Area “by limiting
pollutants from one Bay Area industrial sector through a mechanism unique to that industry and
[that is] unlike the mechanism for all other industrial sectors.” Staff Report, at 37. Imposing a
different regulatory scheme on refineries is not currently justified in either law or air quality
science.

Staff Response: Air District staff does not recommend Rule 12-16 in its current form because of
the legal concerns expressed in the staff report.

Proposed Rule 12-16 Would Conflict with Existing Local, State, and Federal Air Programs and
Policies

Proposed Rule 12-16 is likely to restrict refinery emissions to levels that are lower than those
authorized under the refineries’ current operating permits. These permits were obtained in
accordance with the District’s existing regulatory program (the NSR program), following
detailed technical analyses by the District of refinery operations and emissions data; by law,
these permits incorporate emissions limits and control requirements that represent the most
stringent of all existing regulatory requirements, within thresholds determined by District Staff to
be protective of public health.

Proposed Rule 12-16 would establish a new emissions cap, not based on available technology or
public health thresholds, but rather solely on historical emissions. This approach has no basis in
science. Refineries have vested rights in operating consistent with the emissions levels in their
legally obtained permits, and generally rely on being able to operate up to their permitted
potential to emit if needed. Rule 12-16 would arbitrarily re-set those authorized limits, in direct
conflict with the District’s current permitting rules and policies, without any showing of
necessity (as described above).
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Staff Response: To the extent the comment asserts that the Air District cannot under any
circumstances adopt a rule requiring operation below what is allowed in current permits, the Air
Disagrees. However, as expressed in the staff report, Air District staff does have concerns
regarding taking such an action in the present circumstances.

In addition, the Staff Report explains that, if adopted, the emissions limits shown for each
pollutant in Rule § 12-16-300 would need to be adjusted over time for various reasons,
including, for example, as emissions measurement methods are improved, new information on
criteria pollutants becomes available, or new regulations are adopted. Staff Report, at 23.
However, no adjustments to the emissions limits would be made to accommodate new projects
permitted through the NSR process, or recent projects permitted through the NSR process but
still under construction. While this was an “intended consequence” of CBE’s concept, it is an
arbitrary and unjustified limitation on the permitting of new refinery projects. Staff Report, at 23.
The Staff Report fails to describe how this limitation is necessary or within the District’s
authority. More importantly, this would directly conflict with existing policies and programs for
permitting new projects in the Bay Area. The Clean Air Act (CAA) requires that the District’s
permitting program allow emissions increases at a facility as long as emissions are offset by an
equal or greater amount of reductions of the same pollutant(s) from a location within the region.
Staff Report, at 37. As the Staff Report explains, “Rule 12-16 would, in effect, eliminate that
option for refineries and would require all emission increases to be offset within the individual
facility.” Staff Report, at 23. Thus, Rule 12-16 would directly conflict with the intent of the
federal CAA and the District’s NSR program to provide facilities with the maximum operational
flexibility possible, within the constraints of the overall emissions limits that EPA, the State, and
the District have determined are necessary to protect health and the environment. It would also
disincentive refineries from investing in improvements to refinery facilities and technology,
which technology could be intended to ultimately reduce a refinery’s emissions.

Staff Response: Air District staff does not recommend Rule 12-16 in its current form because of
the legal concerns expressed in the staff report. However, it seems unlikely that refineries would
need permits for increased emissions if the end intent of a project is to “ultimately reduce™
refinery emissions.

GHG Caps are Ineffective, Counterproductive, and Inconsistent with Current State Efforts

Rule 12-16 would impose an enforceable limit on a refinery’s direct emissions of GHGs. WSPA
remains opposed to the localized regulation of GHG emissions from existing Bay Area refinery
operations by the District. GHG emissions contribute to a global, not local, challenge; the local
GHG regulation of refineries in the Bay Area Air Quality District are likely to simply shift GHG
emissions elsewhere in the State or nation.3 This has been recognized by District staff, the
District’s Advisory Council, CARB, and the Intergovernmental Panel on Climate Change.4
Furthermore, the potential for rulemaking at multiple levels of government can lead to
duplication of effort; or, of even more concern, regulations that work at cross purposes and
undermine the effectiveness and efficiency of regulatory programs. WSPA supports pragmatic,
market-based approaches to meeting California’s climate goals, and is therefore concerned that
the District’s proposed GHG caps would undermine and interfere with the comprehensive
refinery GHG regulations that CARB is developing as part of its state-wide GHG reduction
scheme.
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Given the significant existing efforts at the State level to regulate GHGs, Rule 12-16 raises
significant concerns with the “authority,” “consistency,” and “nonduplication” requirements
under the Health & Safety Code. As the Staff Report acknowledges, GHGs are regulated under
the federal CAA and the California Global Warming Solutions Act (AB 32). AB 32 requires
CARB to develop a comprehensive approach that California will take to reduce GHG emissions
to levels mandated by the Legislature. In 2016, the California Legislature approved SB 32, which
extends California’s GHG emissions targets through 2030, with an objective of achieving a 40%
reduction in emissions as compared to 1990 levels.

Although local regulations may reduce Bay Area GHG emissions, there remains a real potential
for these regulations to increase global GHG emissions, which would work at cross-purposes to
California’s climate goals. The five Bay Area refineries that are the target of these rules represent
some of the most efficient, highly-regulated refineries in the world. Ordering these refineries to
reduce GHG emissions may require them to pursue a variety of different options, including
curtailing production operations (which would necessarily increase production elsewhere to meet
the demand for the products these refineries create) to meet the proposed requirements. To the
extent that these options simply result in more processing by refineries that are not local, they
result in no reduction in global GHGs; indeed, they would likely increase overall GHG
emissions, as non-California refineries increase production to offset the decreases in production
from the Bay Area.

Response to Comment: CARB has commented that Rule 12-16 (and 13-1) could help ensure no
increases of pollutants. The Air District looks forward to working with CARB through an
industrial source action committee of CAPCOA. Air District staff remains concerned about the
leakage described by WSPA. However, with improving gas mileage, gasoline consumption is
projected to decrease in the future by both CARB and the EIA. Given that the caps are consistent
with current production capacity, the leakage described by WSPA seems unlikely.

On January 20, 2017, CARB released its proposed “2017 Climate Change Scoping Plan Update”
(the “Proposed Scoping Plan”) — its fifth update to the Scoping Plan, which specifically
implements the new targets imposed by SB 32.5 CARB has announced numerous public
hearings on the Proposed Scoping Plan to take place in 2017, and is currently engaged in
extensive efforts to improve and finalize the Proposed Scoping Plan and amendments to CARB’s
current GHG regulations. The cornerstone of the Proposed Scoping Plan is California’s Cap-and-
Trade Program, which is a comprehensive, economy-wide program to reduce GHG emissions in
California.

In addition to AB 32 and SB 32, AB 197 compels CARB to prioritize “[e]mission reduction rules
and regulations that result in direct emission reductions at large stationary sources of greenhouse
gas emissions.” Cal. H&S Code § 38562.5. Again, the Proposed Scoping Plan addresses these
obligations, imposing “prescriptive regulations for refineries that would reduce greenhouse
gases” and other air emissions, and in particular targeting a “20 percent reduction in greenhouse
gas emissions from the refinery sector.” Proposed Scoping Plan at ES3, ESS. The Legislature’s
decision to authorize CARB — and not the District — to seek these direct GHG emissions
reductions continues its longstanding strategy of harmonizing GHG reductions at the state level,
not within individual air districts.6
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Even assuming the District had the authority to implement Rule 12-16, at best, that rule would
merely duplicate the program developed by CARB, in violation of the “nonduplication”
requirement. At worst, Rule 12-16 has the potential to interfere with CARB’s efforts to
implement its own regulations in a reasoned and effective manner, in violation of the
“consistency” requirement. CARB is not planning to adopt refinery-focused GHG measures until
at least late June, 2017. WSPA is concerned that the District’s decision to proceed with GHG
emissions caps at this time — before CARB itself has evaluated the available options and
determined the most appropriate course of action — will instead create a duplicative, potentially
inconsistent, and unnecessary regulatory scheme, and interfere with an orderly implementation
of the Proposed Scoping Plan.

Further, refineries already are extensively regulated for GHG emissions. They are subject to
California’s Cap-and-Trade program; they must comply with CARB’s Low Carbon Fuel
Standard (which already regulates the carbon intensity of transportation fuels); and they will
soon be subject to another statewide program aimed at further direct reductions in refinery GHG
emissions once CARB determines the appropriate course of action. Given CARB’s prior success
in reducing GHG emissions across California, and the Legislature’s express grant of authority to
CARB to regulate in this area, the District’s efforts are unnecessary, disruptive, and will impose
a layer of burdensome bureaucracy that has little or no environmental benefit.

Staff Response: CARB has commented that Rule 12-16 (and 13-1) could help ensure no increases
of pollutants. The Air District looks forward to working with CARB through an industrial source
action committee of CAPCOA. However, it is unclear what the result of that effort would be or
how long it would take. In the meantime, refinery GHG emissions have not been decreasing.

Rule 12-16 is Not Within the District’s Authority to Adopt

In proposing a new rule or regulation, H&SC § 40001 requires that the District “determine that
there is a problem that the proposed rule or regulation will alleviate and that the rule or
regulation will promote the attainment or maintenance of state or federal ambient air quality
standards[.]” Id. § 40001(c). As discussed above, the District has not identified an air quality
problem that would justify the numeric emissions caps in Rule 12-16, nor has the District
demonstrated that Rule 12-16 would promote the attainment or maintenance of the NAAQS.
This is because Rule 12-16 addresses a problem that may occur; the District does not have the
authority under the federal Clean Air Act to adopt regulations that do not address existing air
quality issues.

While CARB may elect “to partner with California’s local air districts,” it has yet to determine
whether to do so and is currently considering a range of possibilities.

Staff Response: Air District staff does not recommend Rule 12-16 in its current form because of
the legal concerns expressed in the staff report.

Emissions Caps Based on Historical Emissions are Technically Problematic

WPSA incorporates by reference its discussion of this issue in WSPA’s comment letter dated
November 29, 2016. (Staff note: date of letter was 12/4/2016.)
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Not only are the proposed emissions caps in §§ 12-16-301 to -305 duplicative of existing federal
and state programs targeted at reducing toxic emissions, they are also technically problematic
and could potentially require refineries to cut production altogether or risk non-compliance.

As WSPA has previously described, facilities purchase capital equipment today based on what
may happen in the future. The District, and every other air permitting jurisdiction in the United
States, issues air permits based on the impacts of a facility’s potential emissions. In California,
refineries pay to offset the potential emissions at the time the equipment is permitted. For the
District to now propose capping emissions based on actual emissions levels from 2010-2014
raises significant Takings concerns and conflicts with these other District regulatory programs
(which continue to exist). Further, the proposed emissions caps in §§ 12-16-301 to -305 would
be inconsistent with refineries’ existing permit limits, which in most cases were specifically
designed (and paid for) by the refineries to ensure necessary operational flexibility.

Staff Response: Air District staff does not recommend Rule 12-16 in its current form because of
the legal concerns expressed in the staff report.

The specific historical emissions baselines chosen are similarly problematic. First, refineries
have found that the values in the proposed regulation that are supposedly based in reported
emissions do not match the official records of reported emissions.

Staff Response: Air District staff has been working with each facility to identify and reconcile
any discrepancies If there are any remaining discrepancies, WSPA needs to identify them
specifically.

Second, as the District’s own Staff Report makes clear, the selected baseline period encompasses
a period of artificially low demand, coming out of the last Recession. Staff Report at page 21,
Figure 3. As a result, Rule 12-16, as currently drafted, would “lock in” this temporary drop in
demand as a permanent, facility-wide cap. At a minimum, the District’s economic analysis must
evaluate the significant impacts of imposing the cap at such an artificially low level that does not
reflect current or anticipated future demand.

Staff Response: Rule 12-16 provides +7% increase in emissions and production capacity from
each refinery’s highest annual emissions during the baseline period from 2010 — 2015, and is
adequate to supply the Bay Area’s current transportation fuel needs. Future needs are uncertain,
as population growth is anticipated to be offset by increased use of mass transit, improved fuel
economy, and more alternate fuel vehicles. Projections by the Energy Information
Administration indicate total transportation fuels are expected to peak at approximately 7%
above the baseline period in 2018, at a level 4% less than the peak fuel demand in 2007.

The methodology by which this cap is calculated and revised also raises significant concerns. As
currently drafted, Rule 12-16 would require ongoing revisions to these caps (each of which
would require Board approval) whenever the methods used to calculate emissions changed. Yet
the proposed baselines in §§ 12-16-301 to -305 are themselves based on annual emissions
calculations from years 2010-2014 that were developed using different emissions calculation
methodologies than are being used today. In other words, the current rule is comparing apples
and oranges: the District calculated historic actual emissions (the values that the proposed caps
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are based on) differently than it currently requires actual emissions to be calculated, and
differently than it will require the caps be recalculated in the future when the methodologies
change once again; yet these changes are never evaluated for consistency against the original
methodology that was used to calculate the initial cap. As a result, the caps under which the
Refineries will be required to operate will routinely fluctuate based solely on methodology
changes, which may not accurately reflect the “real” emissions that the caps purportedly reflect.
For most sources, the District’s current emissions inventory guidelines (Guidelines) significantly
deviate from the methods that the District has used in previous years. The Guidelines require
reporting emission sources, including cargo carriers, road dust, and equipment maintenance
emissions, which the District has not included in previous emission inventories. The Guidelines
specify emission factors that may not have been used in previous emission inventories. Similarly,
in the case of California’s GHG reporting rule, there have been changes with respect to which
sources are reported and how they had to go through a regulatory approval process.

The nature of the Guidelines themselves further exacerbates this concern. The District’s current
Guidelines are not yet finalized, meaning that WSPA and its members cannot fully and fairly
evaluate how the final Guidelines may change the calculation methodologies as compared to the
prior reported emissions inventories on which the caps are based. Furthermore, these Guidelines
can be changed at any point in the future without a public Board action — and frequently, as the
District’s own practice has made clear, without involving or informing stakeholders. Thus, the
refineries may not have sufficient time to respond or even be informed of changes to the
Guidelines that affect compliance with the limits. Board approval of changes to the limits that
incorporate changes to the Guidelines may never occur, or may occur at a date too late for
refineries to comply with the annual limit.

Similarly, the “Determination of Compliance Procedure” in § 12-16-601 refers to an as-yet
unwritten part of the District’s Manual Of Procedures. If the compliance procedure is not
finalized by rule adoption, it may not be possible for the refineries to comply. Sufficient time is
needed to implement compliance.

Finally, the January 1, 2018 compliance deadline does not provide enough time for refineries to
comply with Rule 12-16. The refinery emissions estimates using the Guidelines may not even be
finalized by January 1, 2018 due to the iterative review, corrective action, APCO Action and
public inspection process provided in § 12-15-402. Once the emission calculation methods and
estimates are finalized, baseline emissions would need to be updated in order to obtain Board
approval of changes to the limits. The emission estimation method must be finalized for a
refinery to implement a compliance program. The refineries cannot reasonably plan to comply
with Rule 12-16 by January 1, 2018, when the actual emissions limits — or, indeed, even the
methodology by which those limits will be determined — may well be unknown as of that date.

Staff Response: Air District staff agrees that as methods for the emissions inventory guidelines
improve, adjustments to the emissions limits will be required. These adjustments will go through
the rule-making process with ample opportunity for comment, and lead-time for implementation.
However, this is not an issue for the GHG portion of the rule. For those emissions, the
methodology used to determine the baseline period and the methodology to determine
compliance are the same.
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1. INTRODUCTION

In response to concerns of harmful pollutants emanating from petroleum refineries operating in the
nine-county San Francisco Bay Area region, particularly with respect to greenhouse gases and toxic air
contaminants and criteria pollutants, the Board of Directors of the Bay Area Air Quality Management
District (Air District) directed staff to bring forward two proposed rules for their consideration. At the
request of the Board, District staff has prepared one proposed rule that reflect policies recommended
by environmental advocacy organizations, and a second that follows an approach recommended by
District staff. Air District staff has developed proposed “Regulation 12, Miscellaneous Standards of
Performance; Rule 16, Petroleum Refining Facility-Wide Emissions Limits (Rule 12-16)” based on input
by a consortium of environmental groups in the region including Communities for a Better
Environment (CBE). A key provision sought by CBE is a cap on refinery combustion emissions at
levels consistent with refineries’ recent operations. In addition, proposed Rule 12-16 establishes
emissions limits for greenhouse gases (GHG’s), nitrogen oxides (NOx), sulfur dioxide (SO2), and
particulate matter 10 microns and smaller (PM10) and particulate matter 2.5 microns and smaller
(PM25).

After this introduction, this report discusses in greater detail proposed Rule 12-16 (Section Two). After
that discussion, the report describes the socioeconomic impact analysis methodology and data sources
(Section Three). The report describes population and economic trends in the nine-county San
Francisco Bay Area (Section Four), which serves as a backdrop against which the Air District is
contemplating the three sets of rule changes. Finally, the socioeconomic impacts stemming from the
proposed rule changes are discussed in Section Five. The report is prepared pursuant to Section
40728.5 of the California Health and Safety Code, which requires an assessment of socioeconomic
impacts of proposed air quality rules. The findings in this report can assist Air District staff in
understanding the socioeconomic impacts of the proposed requirements, and can assist staff in
preparing a refined version of the rule. Figure 1 is a map of the nine-county region that comprises the
San Francisco Bay Area Air Basin.
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Figure 1 — Map of San Francisco Bay Area Region
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2. BACKGROUND AND OVERVIEW
OF PROPOSED RULE 12-16

Proposed Rule 12-16 would apply to the five large refineries operating in the Bay Area. These are
Chevron Products Company (BAAQMD Plant #10 in Richmond), Phillips 66 Company Refinery
(BAAQMD Plant #21359 I Rodeo), Shell Martinez Refinery (BAAQMD Plant #11 in Martinez), Tesoro
Refining and Marketing Company (BAAQMD Plant #14628 in Martinez), and Valero Refining Company
(BAAQMD Plant #12626 in Benicia). Three facilities that support a number of these facilities would
also be affected. These are Air Products and Chemicals hydrogen plant (BAAQMD Plant #10295), Air
Liquide hydrogen plant (BAAQMD Plant #17419), and Martinez Cogen, L.P. (BAAQMD Plant #1820).
Proposed Rule 12-16 sets the emission limits for each affected facility. The emissions limits cover
greenhouse gases (GHG), sulfur dioxide (SO3z), nitrogen oxides (NOx), particulate matter less than 2.5
microns (PM2), and particulate matter less 10 microns (PM1o).

Each refinery and support facility would report emissions based on the requirements in proposed Rule
12-15, Section 401. The District would review and approve the annual emissions inventory per Rule

12-15, Section 402. District staff would then take the steps needed to exclude flare and cooling tower
emissions from the annual emissions inventory, where needed. Refinery and support facility emissions
for each pollutant, after exclusions, would be compared to the emissions limits established in Rule 12-

16, Section 300. Determination of compliance is described in the staff report prepared for Rule 12-16.

In the case of proposed Rule 12-16, District staff report that there are two general scenarios to
consider when evaluating the impact of capping refining emissions. In one general scenario, the
refineries decide to make physical improvements in order to reduce emissions to allow for increases in
refining capacity while staying below the cap. In this first scenario, a refinery may elect to put in a wet
scrubber to reduce PM and SO» emissions. In the other general scenario, refineries elect to limit

production to a level consistent with the cap.
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3. METHODOLOGY

Applied Development Economics (ADE) began this analysis by preparing a statistical description of the
industry groups of which the affected sources are a part, analyzing data on the number of
establishments, jobs, and payroll. We also estimated sales generated by impacted industries, as well

as net profits for each affected industry.

This report relies heavily on the most current data available from a variety of sources, particularly
InfoUSA. In addition, this report relies on data from the US Census County Business Patterns, as well
as from the US Internal Revenue Service. ADE also utilized employment data from the California

Employment Development Department — Labor Market Information Division (EDD LMID).

With the above information, ADE was able to estimate net after tax profit ratios for sources affected
by the proposed rule. ADE calculated ratios of profit per dollar of revenue for affected industries. The
result of the socioeconomic analysis shows what proportion of profits the compliance costs represent.
Based on assumed thresholds of significance, ADE discusses in the report whether the affected
sources are likely to reduce jobs as a means of recouping the cost of rule compliance or as a result of
reducing business operations. To the extent that such job losses appear likely, the indirect multiplier
effects of the jobs losses are estimated using a regional IMPLAN input-output model. In some
instances, particularly where consumers are the ultimately end-users of goods and services provided
by the affected sources, we also analyzed whether costs could be passed to households in the region.

When analyzing the socioeconomic impacts of proposed new rules and amendments, ADE attempts to
work closely within the parameters of accepted methodologies discussed in a 1995 California Air
Resources Board (ARB) report called “Development of a Methodology to Assess the Economic Impact
Required by SB513/AB969” (by Peter Berck, PhD, UC Berkeley Department of Agricultural and
Resources Economics, Contract No. 93-314, August, 1995). The author of this report reviewed a
methodology to assess the impact that California Environmental Protection Agency proposed
regulations would have on the ability of California businesses to compete. The ARB has incorporated
the methodologies described in this report in its own assessment of socioeconomic impacts of
regulations generated by the ARB. One methodology relates to determining a level above or below
which a rule and its associated costs is deemed to have significant impacts. When analyzing the
degree to which its rules are significant or insignificant, the ARB employs a threshold of significance
that ADE follows. Berck reviewed the threshold in his analysis and wrote, “The Air Resources Board’s
(ARB) use of a 10 percent change in [Return on Equity] ROE (i.e. a change in ROE from 10 percent to
a ROE of 9 percent) as a threshold for a finding of no significant, adverse impact on either

competitiveness or jobs seems reasonable or even conservative.”
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4. ECONOMIC AND DEMOGRAPHIC
TRENDS

This section of the report discusses the larger context within which the Air District is contemplating
proposed Rule 12-16. This section begins with a broad overview of demographic and economic
trends, with discussion then narrowing to industries and sources affected by the proposed rule.

REGIONAL POPULATION TRENDS

Table 1 tracks population growth in the nine-county San Francisco Bay Area between 2006 and 2016,
including data for the year 2011. Between 2006 and 2017, the region grew by approximately 1.0
percent a year. Between 2011 and 2016, the region grew annually at a somewhat faster rate of 1.2
percent per year. Overall, there are 7,649,565 people in the region. At 1,927,888 Santa Clara County
has the most people, while Napa has the least, at 142,028. Santa Clara grew the fastest between
2011 and 2016, at 1.3 percent a year, while Marin grew by the slowest rate (0.6 percent a year) over

the same period.

Table 1: Population Trends: Bay Area Counties, Region, and California

06-11 11-16 06-16

JURISDICTION 2011 CAGR CAGR CAGR
California 36,116,202 37,536,835 39,255,883 0.8% 0.9% 0.8%
SF Bay Area 6,915,872 7,220,443 7,649,565 0.9% 1.2% 1.0%

Alameda 1,462,371 1,525,695 1,627,865 0.9% 1.3% 1.1%
Contra Costa 1,007,169 1,059,495 1,123,429 1.0% 1.2% 1.1%
Marin 246,969 253,964 262,274 0.6% 0.6% 0.6%
Napa 131,330 136,913 142,028 0.8% 0.7% 0.8%
San Francisco 781,295 815,854 866,583 0.9% 1.2% 1.0%
San Mateo 699,347 726,305 766,041 0.8% 1.1% 0.9%
Santa Clara 1,706,676 1,803,362 1,927,888 1.1% 1.3% 1.2%
Solano 410,964 413,438 431,498 0.1% 0.9% 0.5%
Sonoma 469,751 485,417 501,959 0.7% 0.7% 0.7%

Source: ADE, Inc., based on California Dept. of Finance E-5 Reports (note: CAGR = compound annual growth rate)

REGIONAL ECONOMIC TRENDS

Data in Table 2 describe the larger economic context within which officials are contemplating the
proposed Rule 12-16. Businesses in the region employ almost three and a half million workers, or
3,431,643. The number of private and public sector jobs in the region grew annually by 3.0 percent
between 2010 and 2015, after having declined slightly between 2005 and 2010 by 0.6 percent a year.
Of the 3,431,643 workers, 168,837, or 4.9 percent, are civil servants in the public sector. This figure
does not include public sector education, which was combined with private sector education and

placed in the private sector portion of the table, in an effort to present a picture as to the total number
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of persons in the education profession in the Bay Area. The most current annual employment data are

for the year 2015 as California EDD has not yet posted detailed all-year 2016 employment data.

Table 2 — San Francisco Bay Area Employment Trends By Sector: 2005 - 2015

SFBA SFBA CA CA
CAGR* CAGR CAGR CAGR
INDUSTRY SECTOR 2005 2010 2015 2015 2015 CA 05-10 10-15 05-10 10-15
Total 3,049,802 | 2,963,021 | 3,431,643 | 100.096 | 100.0% | -0.6% 3.0% -1.1% 2.3%
Private Sector 2,869,200 | 2,774,555 | 3,262,806 -0.7% -0.7% 3.3% 2.6%
62 Health 300,775 340,492 453,880 13.2% 13.9% 2.5% 5.9% 2.5% 6.5%
54 Prof., Scientific 293,262 322,617 417,902 12.2% 7.4% 1.9% 5.3% 1.2% 3.2%
44-45 | Retall 335,744 306,798 340,197 9.9% 10.2% -1.8% 2.1% -1.8% 1.8%
31-33 | Manufacturing 350,962 305,378 326,362 9.5% 7.9% -2.7% 1.3% -3.8% 0.7%
722 | Food Srv, Drnkng 214,142 227,750 288,896 8.4% 8.0% 1.2% 4.9% 0.6% 4.2%
561 | Admin. Support 170,727 157,319 192,097 5.6% 6.2% -1.6% 4.1% -2.4% 4.2%
61 Education 185,310 192,195 180,382 5.3% 8.5% 0.7% -1.3% 0.1% 0.8%
23 Construction 188,473 129,820 171,403 5.0% 4.4% -7.2% 5.7% -9.2% 4.9%
51 Information 112,690 110,725 158,943 4.6% 2.9% -0.4% 7.5% -2.1% 2.2%
42 Wholesale 124,390 113,072 125,215 3.6% 4.4% -1.9% 2.1% -0.9% 2.1%
81 Other Services 140,159 155,133 121,676 3.5% 3.2% 2.1% -4.7% 0.9% -6.6%
52 Finance, Insrnce 151,375 118,163 120,272 3.5% 3.2% -4.8% 0.4% -4.4% 0.4%
55 Mgt. of Comp. 54,856 55,605 75,726 2.2% 1.4% 0.3% 6.4% -2.9% 3.6%
48-49 | Trnsprt-Warehsng 51,880 46,721 72,947 2.1% 2.9% -2.1% 9.3% -1.0% 3.6%
71 Culture 49,572 52,315 58,669 1.7% 1.8% 1.1% 2.3% 0.6% 3.0%
53 Real Estate 61,402 52,676 57,463 1.7% 1.7% -3.0% 1.8% -2.7% 1.6%
721 | Accommodation 46,156 44,734 49,490 1.4% 1.3% -0.6% 2.0% -0.5% 1.9%
99 Unclassified 338 6,846 18,517 0.5% 0.6% 82.5% 22.0% -5.5% 12.2%
11 Agriculture 20,082 18,009 14,069 0.4% 2.6% -2.2% -4.8% 0.1% 1.9%
562 | Waste Mgt. 10,333 11,018 11,866 0.3% 0.3% 1.3% 1.5% 0.7% 3.1%
22 Utilities 4,603 6,367 5,254 0.2% 0.4% 6.7% -3.8% 0.4% 0.1%
21 Mining 1,969 802 1,584 0.0% 0.2% | -16.4% 14.6% 2.1% 2.1%
Public Sector** 180,602 188,466 168,837 5.0% 6.8% 0.9% -2.2% 0.4% -0.8%

Source: Applied Development Economics, based on State of California, Employment Development Department Labor Market
Information Division, “Quarterly Census of Employment and Wages” (*Note: CAGR = compound annual growth rate \ **Note:
Public sector education placed in Private Sector NAICS 61 -- similarly Public sector health placed into NAICS 62).

Economic sectors in the table above are sorted by the share of total employment. The top-five sectors
in the Bay Area in terms of total number of workers are Health and Social Assistance (NAICS 62)
(453,880 workers), Professional/Technical Services (NAICS 54) (417,902 workers), Retail (NAICS 44-
45) (340,197), Manufacturing (NAICS 31-33) (326,362) and Food Services (288,896). Of the top-ten
leading sectors in terms of employment, six exhibited high rates of annual growth from 2010 to 2015,
growing annually by more than four percent. These sectors are Health and Social Assistance (5.9
percent per year), Professional/Technical Services (5.3 percent), Food Services (4.9 percent),
Administrative Support (NAICS 561) (4.1 percent), Construction (NAICS 23) (5.7 percent per year)
and Information (NAICS 51), which grew at a phenomenal annual rate of 7.5 percent. Combined,

Applied Development Economics |Page 7



these five sectors employ 49 percent of total employment, or 1,683,121 out of 3,374,902. Moreover,
of the top-ten leading sectors in the Bay Area, only one (Public Sector) had less workers in 2015 than
in 2010, underscoring the resilience of the regional economy in the aftermath of the Great Recession.
The table also demonstrates the advanced nature of the regional economy, as 12.2 percent of all
workers are in the Professional, Scientific and Technical classification (NAICs 54), whereas in the
state, as a whole, 7.4 percent of all workers are in this sector. Interestingly, at 1.3 percent per year,
manufacturing employment growth in the Bay Area almost doubled statewide manufacturing growth

rates (0.7 percent), underscoring the diversity of the regional economy.

TRENDS FOR INDUSTRIES SUBJECT TO PROPOSED
RULE 12-16

Proposed Rule 12-16 would primarily affect refineries (NAICS 324110). However, two support
industries (containing three non-refinery firms) would be affected as well. Two of the three non-
refineries (Air Liquide and Air Products and Chemicals) operate hydrogen plants, and these are within
the industry known as industrial gas manufacturing (NAICS 325120). A third firm is a co-generation
plant (Martinez Cogen, L.P), which is classified as “other electric power” (NAICS 221118). The
economic data in the table below comes from the US Census County Business Patterns.! As indicated
in the table below, all industries subject to the proposed rule have yet to recover from the Great
Recession, the lowest national point of which occurred in the years 2009 and 2010. In 2009, large
refineries employed an estimated 3,976 workers in the Bay Area, which is over 700 more workers
than today, or 3,269. Similarly, industrial gas manufacturing (NAICS 325120) has yet to recover from
the Great Recession, at 252 workers today versus 413 in 2009.

Table 3: Trends for Industries Subject to Proposed rule 12-16: SF Bay Area: 2009-2014

ESTABLISHMENTS NAICS 2009 2010 2011 ‘ 2012 ‘ 2013 ‘ 2014 ‘ 02}124

Refineries* 324110 7 8 7 5 17 12 5 11.4%
Large refineries 5 5 5 5 5 5 0 0.0%

Industrial Gas Manuf. 325120 16 14 14 15 13 12 -4 -5.6%

Other Electric Power 221118 18 23 29 11 7 8 -10 -15.0%

| EMPLOYMENT

Refineries 324110 | 4,051 3,706 3,704 | 3,622 | 3,726 3,574 -477 -2.5%
Large refineries 3,976 3,622 3,622 | 3,622 | 3,622 3,269 -708 -3.8%

Industrial Gas Manuf. 325120 413 295 396 397 210 252 -161 -9.4%

Other Electric Power 221118 146 218 358 139 104 130 -17 -2.4%

Source: Applied Development Economics, based on US Census County Business Patterns 2009-2014. *Note: The proposed rule
changes affects five refineries. Both County Business Patterns and the EDD LMID report more than five refineries in the nine-county

region, which is because both apply a broader definition for refinery operations. **CAGR= compound annual growth rate.

When analyzing industry employment trends, we typically use California EDD LMID data. However, while the EDD
LMID indicate the presence of a number of establishments in any of the three industries above in Bay Area
counties, for a number of Bay Area counties, the EDD LMID data set did not precisely identify the number of
establishments or number of workers, replacing numbers with an asterisk mark, thus making difficult any analysis
of EDD LMID data. As a result, we used US Census County Business Patterns, which provides enough county-level

data to allow us to track trends. However, the most current County Business Pattern data is for the year 2014.
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5. SOCIOECONOMIC IMPACT
ANALYSIS OF PROPOSED RULE
12-16

This section of the report analyzes socioeconomic impacts stemming from proposed Rule 12-16. The
analysis is divided into two sections, with the first covering impacts based on the first scenario
contemplated by District staff, in which affected sources implement scrubbers to achieve the aims of
proposed Rule 12-16. In the second part, we present our determination of possible impacts resulting
from a production limit.

SECTION ONE: NON-REGENERATIVE AND REGENERATIVE
SCRUBBERS

The discussion begins first with a summary of costs associated with the rule. Then, we present our
findings with regard to estimated revenues and profits generated by the five affected refineries and
three non-refineries, comparing the cost of proposed rule against estimated net profits, in an effort to
determine if the rule would significantly impact the affected industry.

Cost of Compliance

In the event affected sources adopt physical improvements to comply with proposed Rule 12-16,
District staff has indicated that affected sources will adopt one of two scrubbers, i.e. a FCCU non-
regenerative scrubber or a FCCU regenerative scrubber. According to District staff, one FCCU non-
regenerative scrubber with a flow rate of 275,000 dry standard cubic feet per minute (dscfm) annually
costs $6,336,978. Of this amount, $5,170,880 is the annual capital cost associated with a non-

regenerative scrubber, with the balance at $1,166,098 the annual operating cost associated with

maintaining this scrubber. District staff places the annual cost of one FCCU regenerative scrubber with
a flow rate of 275,000 dscfm at $12,818,246. Of this amount, $10,999,872 is the cost of the
equipment, and $1,818,374 is the annual operating cost.

Of the five large refineries in the Bay Area, three could adopt scrubbers, with each implementing one,
i.e. either a non-regenerative scrubber or a regenerative scrubber. It is important to note that these
three refineries could choose to adopt scrubbers to comply with the proposed measure because they
operate units that are subject to Rule 12-16. Furthermore, three non-refineries subject to the
proposed measure do not need to consider installing scrubbers as they do not operate what are called
FCC units.

In the table below we estimate the annual cost of compliance associated with proposed Rule 12-16,
should affected sources achieve the aims of the proposed rule by adopting new equipment to stay
below the emission cap. If the three refineries in need of implementing a scrubber did so, they would
face a combined annual cost ranging from $19.0 million to $38.4 million.
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Table 4: Aggregate Annual Capital and Operating Cost By Affected Industry: Low Scenario

and High Scenario

Low
SCENARIO HicH
NoOS OF (NoN- SCENARIO
) REGENERATIVE (REGENERATIVE
INDUSTRY NAICS EQUIPMENT SCRUBBER) SCRUBBER)
Refineries 324111 3 $19,010,934 $38,454,739
Others

Industrial Gas Manufacturing 325120 na na na
Other Electric Power 221118 na na na

Profile of Affected Sources

Based on information from a variety of sources, such as InfoUSA, California Energy Commission, the
US Energy Information Administration, US Internal Revenue Service, and the Economic Census, ADE
has prepared an economic profile of sources affected by the proposed rule. The three affected
refineries (NAICS 324111) generate an estimated $26.6 billion in combined annual revenues and $1.0
billion in net profits. The two industrial gas manufacturers (NAICS 325120) generate anywhere
between $200 million and $500 million in combined revenues, and between $15 million and $25
million in annual profits. Martinez CoGen (NAICS 221118) generates between $5 million and $15
million in annual revenues, and $225,000 to $500,000 in net profits.

Table 5: Economic Profile of Sources Affected By Proposed Rule 12-16

‘ ‘ ESTABLISH EsST. ANNUAL EsST. ANNUAL
INDUSTRY NAICS MENTS REVENUES NET PROFITS
Refineries 324111 3 | $26,574,614,058 | $1,064,599,599
Others
Industrial Gas Manufacturing 325120 2 $200M - $500M $15M - $25M
Other Electric Power 221118 1 $5M - $15M | $225K - $500K

Source: Applied Development Economics, based on InfoUSA, California Energy Commission, the US Energy Information

Administration, US Internal Revenue Service, and the Economic Census

Socioeconomic Impact Analysis of Proposed Rule 12-16
In both the low or high cost scenarios, the three affected refineries are not significantly impacted by
proposed Rule 12-16, should they choose to achieve the emissions-limitation aims of the measure by

adopting new scrubbers.
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Table 6: Socioeconomic Impact of Proposed Rule 12-16 on Affected Industries

Low High
Scenario: Scenario:
Low High FCCU Non- FCCuU
Scenario: Scenario: Regenerative Regenerative
FCCU Non- FCCU Scrubber Cost Scrubber Cost
Regenerative Regenerative Effectiveness: Effectiveness:
ESTABLISH  Scrubber Cost  Scrubber Cost Cost to Net Cost to Net
INDUSTRY MENTS Effectiveness Effectiveness Profit Profit
Refineries 324111 3 $19,010,934 $38,454,739 1.8% 3.6%
Others
Industrial Gas Manufacturing 325120 2 na na na na
Other Electric Power 221118 1 na na na na

Source: Applied Development Economics

Small Business Disproportionate Impacts

According to the State of California, among other things, small businesses generate annual sales of

less than $10 million.? Of the three sources affected by the proposed rule, none are small businesses.

As a result, small businesses are not disproportionately impacted by proposed Rule 12-16.

SECTION TWO: LIMITING REFINERY PRODUCTION

In this second part of the socioeconomic analysis, we present our determination of possible impacts

resulting from a limit on production at refineries. In its staff report for the proposed measure, District

staff analyzed a variety of data sources on refinery capacity and utilization, and observed that

emissions limits contemplated in proposed Rule 12-16 do not appear to inhibit refining capacity, as the

caps in the proposed rule appear to be consistent with the current maximum production capability of

area refineries.

One caveat expressed by District staff is that they do not expect the cap in Rule 12-16 to have

significant impacts on the market for refined fuels so long as fuel consumption does not significantly

increase. Consumption for fuel can increase in absolute and relative terms for a variety of reasons,

with a corresponding increase in price of fuel at the retail level. For example, population growth and

an increase in the number of persons commuting into the area would result in greater demand for fuel

whose supply could be limited by proposed Rule 12-16, resulting in a bidding-up of the price of fuel.

While the impact of a limited supply of refined product relative to demand on the retail price of fuel is

observable in that prices tend to go up, how much prices increase can vary widely. Price spikes tend

to be an inherent, if latent, feature of the oil refining-gasoline consuming activity, due to the combined

facts that people tend to keep buying gas to drive their cars to work and other places even as the

price of gas rises, and that California refineries tend to operate very close to capacity, meaning that

refineries are unable to boost supply significantly when they need to. As Boorstein notes, “The market

can easily become out of balance if there is an unexpected jump in demand, or more commonly, if a

refinery experiences a supply disruption or outage and output is reduced.”®

Thus, in the case of the

2 http://www.leginfo.ca.gov/cgi-bin/displaycode?section=gov&group=14001-15000&file=14835-14843

3 Borenstein, Bushnell, and Lewis, “Market Power in California’s Gasoline Market” (May 2004), page 8
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temporary shut-down of the southern Californian refinery in Torrance in 2015, BAAQMD staff quoted a
California Energy Commission report that found that the 10 percent reduction in supply led to 27.6
cents increase in the cost of gasoline.* ADE estimates that between February 12, 2015 and March 13,
2015 the average price of gasoline in the City of Los Angeles increased by 32 percent as a result of
the Torrance shutdown, which occurred on February 18, going from $2.65 a gallon to $3.51 a gallon.®
The peculiarities of the California market also explain the magnitude of price increases in California
when supply shocks occur. By way of example, Phoenix, Arizona in 2003 experienced a 30 percent
drop in volume resulting from a pipeline failure, which then led to a 37 percent increase in price of gas
in Phoenix.® The FTC observed that prices in Phoenix in 2003 did not rise even faster largely because
West Coast refineries were able to ship more gasoline into Arizona to hold down prices. The unique
blend required in California makes it difficult (but not impossible) to ameliorate the effects of supply
shocks along the lines of Phoenix in 2003, which perhaps explains why in one instance a ten percent
drop in supply in southern California leads to almost 32 percent increase in price while a steeper 30

percent supply drop in Phoenix at another instance led to 37 percent price increase there.”

While the Torrance and the Phoenix examples demonstrate prices could rise by 32 to 37 percent in a
short-time due to supply cuts, projecting changes to price following supply shocks is still not an exact
science. One could apply the Torrance and Phoenix examples to roughly estimate price impacts. Thus,
if production at refineries is capped per the limits contemplated in proposed Rule 12-16, then a
percentage increase in population over some time period would be equivalent to a reduction in supply
of gasoline by a similar percentage over the same period. Since ABAG projects the nine-county San
Francisco Bay Area region to grow by 9.2 percent over the ten-year 2015-2025 period, when we

apply the Torrance example, we arrive at an estimated 29.4 percent increase in price over the same
ten-year period.® This price increase would average less than three percent a year, which would have a
cumulative effect but would be much less than a short-term price shock such as occurred in the
Torrance incident, or other price fluctuations that occur due to market conditions. For example, in
January 2015, regular gasoline in California cost $2.68 per gallon, of which $1.29 was attributable to the
price of crude oil purchased by the refinery. Six months later, a gallon of regular gas was $3.45, of which

4 Bay Area Air Quality Management District, Draft 12-16 and Draft 11-18 (Draft Staff Report: October 2016) page
23 (citing California Energy Commission)

5 GasBuddy California http://archive.is/tIKBy

% Federal Trade Commission, Gasoline Price Changes: The Dynamic of Supply, Demand, and Competition (2005),
page 29

7 While it is true that California’s market for refined product is almost a closed market due to the special blends
generated only for Californians, there are some refiners outside of California who produce to California’s standard,
although delivery of their products takes 2 to 5 weeks and entails prohibitive transport costs. See Borenstein,
Bushnell, and Lewis, “Market Power in California’s Gasoline Market” (May 2004), page 20 ; see also US EIA,
“California’s gasoline imports increase 10-fold after major refinery outage” (October 2015) http://archive.is/oRGol
8 See http://archive.is/qGomH: The nine-county San Francisco Bay Area region is projected to grow over the ten-
year 2015-2025 period by 672,600 persons, from 7,461,400 to 8,134,000. Including estimated number of non-
residents commuting daily into the Bay Area for jobs, the total number of persons in the Bay Area will go from

7,938,800 in 2015 to 8,668,700 in 2025, for a 9.2 percent increase over the ten-year 2015-2025 period.
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$1.45 was attributable to crude oil, for a 12 percent increase over a six-month period in the cost of a
gallon of gas attributable to crude oil.° The overall price of gas in this six month-period increased by 29
percent, from $2.68 to $3.45 a gallon. In short, proposed Rule 12-16 would introduce a regime to limit
the production of refined petroleum products, but for various reasons, the price of these refined
products can go up and down, consequently lessening the effect in modelling the socioeconomic
impacts of a limit on the production of refined petroleum products supply on the wider economy.

9 See http://bit.ly/2mkDgLW
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PREFACE

This document constitutes the Final Environmental Impact Report (EIR) for the Bay Area Air
Quality Management District Regulation 12-16: Petroleum Refining Facility-Wide Emissions
Limits. The Draft EIR was circulated for a 45-day public review and comment period from
March 23, 2016 through May 8, 2017. A total of 21 comment letters and emails were on the
Draft EIR. The comments and responses are included in Appendix C of this document. The
comments were evaluated and minor modifications have been made to the Draft EIR such that it
is now a Final EIR. None of the modifications alter any conclusions reached in the Draft EIR,
nor provide new information of substantial importance relative to the draft document that would
require recirculation of the Draft EIR pursuant to CEQA Guidelines §15088.5. Therefore, this
document is now a Final EIR. In addition, the consideration of Rule 11-18 Risk Reduction from
Air Toxic Emissions at Existing Facilities has been removed from this Final EIR. Additional
CEQA analysis will be provided when the rule is revised and re-released. Additions to the text of
the Final EIR are denoted using underline. Text that has been eliminated is shown using strike
edts. To avoid confusion, the Table of Contents have been revised but the underline/strike-out
have not been included.
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BAY AREA
AIR QUALITY
MANAGEMENT

DisTRICT

California Environmental Quality Act

Notice of Preparation of Draft Environmental Impact Report for
Regulation 11: Hazardous Pollutants, Rule 18: Reduction of Risk from
Air Toxic Emissions at Existing Facilities (Rule 11-18) and Regulation

12: Miscellaneous Standards of Performance, Rule 16: Petroleum
Refining Facility-Wide Emissions Limits (Rule 12-16).

Lead Agency: Bay Area Air Quality Management District
Contact: Greg Nudd Phone: (415) 749-4786

SUBJECT: NOTICE OF PREPARATION OF A DRAFT ENVIRONMENTAL IMPACT REPORT

Notice is hereby given pursuant to California Public Resources Code §21091, 21092, 21092.2,
and 21092.3 and CEQA Guidelines Section 15085 and 15087 that the Bay Area Air Quality
Management District (“Air District”), as lead agency, will prepare a Draft Environmental Impact
Report (EIR) in connection with the projects described below.

Project Title: Air District Regulation 11: Hazardous Pollutants, Rule 18: Reduction of Risk from
Air Toxic Emissions at Existing Facilities (Rule 11-18) and Regulation 12: Miscellaneous
Standards of Performance, Rule 16: Petroleum Refining Facility-Wide Emissions Limits (Rule 12-
16).

Project Location: The rules would apply within the Bay Area Air Quality Management District
(“District"), which includes all of Alameda, Contra Costa, Marin, Napa, San Francisco, San Mateo,
and Santa Clara counties, and the southern portions of Solano and Sonoma counties.

Project Description: Rule 11-18 would ensure that emissions of toxic air contaminants (TACs)
from existing facilities do not pose an unacceptable health risk to people living and working nearby.
The rule would use the most up-to-date assumptions about the risk of compounds and would
require affected facilities to take action to reduce risk to a low level.

Rule 12-16 would limit the emissions of climate pollutants: greenhouse gases (GHGs); and three
criteria pollutants: particulate matter (PM), oxides of nitrogen (NOx), and sulfur dioxide (SOz2)
from the five Bay Area petroleum refineries and three associated facilities. The rule would
establish facility-wide emissions limits for the covered pollutants at each of the affected facilities
to ensure there is no emissions increase due to changes in operation, crude or product slates, or
increases in production.

Scoping Meetings: Notice is also given pursuant to California Public Resource Code, Sections
15206 and 15082 (c) that the Air District will conduct California Environmental Quality Act (CEQA)
scoping meetings at the Air District Headquarters' Yerba Buena Room, 375 Beale Street, San
Francisco, California, on November 14, 2016 at 2:00 p.m. and at the Martinez City Hall, 525
Henrietta Street, Martinez, California, on November 16, 2016 at 2:00 p.m. to discuss and accept
oral comments on the scope and content described in a Notice of Preparation and an Initial Study
(NOP/IS) prepared in anticipation of a draft Environmental Impact Report (DEIR) that would be
prepared for two new proposed rules.

Reviewing the Notice of Preparation/Initial Study (NOP/IS): The NOP/IS are available at the
District headquarters or on the Air District's website at http://www.baagmd.gov/rules-and-
compliance/rule-development/requlatory-workshops or by request. Requests for copies of the
NOP/IS should be directed to Jocelyn Orpia (jorpia@baagmd.gov) at (415) 749-4763.

Comment Procedure: Comments relating to the environmental analysis in the NOP/IS should be
addressed to Victor Douglas, Bay Area Air Quality Management District, 375 Beale Street, Suite
600, San Francisco, CA 94105. Comments may also be sent by e-mail to
vdouglas@baagmd.gov. Comments on the NOP/IS will be accepted from October 14, 2016 until
December 2, 2016 at 5:00 p.m.

375 BEALE STREET, SUITE 600 = SAN FRANCISCO CALIFORNIA 94105 = www.baagmd.gov



il

BAY AREA
AIR QUALITY
MANAGEMENT

DISTRIET

CEQA NOTICE OF PREPARATION OF A
DRAFT ENVIRONMENTAL IMPACT REPORT

October 14, 2016
To: Interested Parties
From: Executive Officer/APCO
Subject: Notice of Preparation of a Draft Environmental Impact Report

Project Title: Air District Regulation 11: Hazardous Pollutants, Rule 18:
Reduction of Risk from Air Toxic Emissions at Existing Facilities (Rule 11-
18) and Regulation 12: Miscellaneous Standards of Performance, Rule 16:
Petroleum Refining Facility-Wide Emissions Limits (Rule 12-16).

In accordance with the California Environmental Quality Act (CEQA) (California Code of
Regulations, Title 14, Sections 15082(a)), the Bay Area Air Quality Management District (District)
will be the Lead Agency for the project identified above and described in the attached Initial
Study. Through this Notice of Preparation (NOP), the District is soliciting information and your
views on the scope of the environmental analysis for the project. As detailed in the attached
Initial Study, District staff has made a preliminary determination that the potential air quality,
greenhouse gas, hazard, and hydrology/water quality impacts of the rules require more detailed
analyses in an Environmental Impact Report (EIR).

Due to the time limits mandated by State law, your response must be sent at the earliest possible
date but not later than 30 days after receipt of this notice. Comments focusing on your area of
expertise, your agency's area of jurisdiction, or issues relative to the environmental analysis
should be addressed to Mr. Victor Douglas at the address shown below, or by e-mail to
vdouglas@baagmd.gov. Comments must be received no later than 5:00 PM on December 2,
2016. Please include the name and phone number of the contact person for your agency.
Questions relative to the proposed Rule amendments should be directed to Mr. Victor Douglas

(415) 749-4752, or by email to vdouglas@baagmd.gov.

The following CEQA scoping meetings are scheduled for the rules:

Air District Headquarters Martinez City Hall

Yerba Buena Room 525 Henrietta Street

375 Beale Street Martinez, California

San Francisco, California November 16, 2016 at 2:00 p.m
November 14, 2016 at 2:00 p.m.

Date: __October 14, 2016 Signature: //’

~Greg Nudd
Rule Development Manager

375 BEALE STREET, SUITE 600 = SAN FRANCISCO CALIFORNIA 94105 * www.baagmd.gov



BAY AREA AIR QUALITY MANAGEMENT DISTRICT
375 Beale Street, Suite 600, San Francisco, California 94105

NOTICE OF PREPARATION OF A DRAFT ENVIRONMENTAL IMPACT
REPORT

Project Title:

Air District Regulation 11: Hazardous Pollutants, Rule 18: Reduction of Risk from Air Toxic
Emissions at Existing Facilities (Rule 11-18) and Regulation 12: Miscellaneous Standards of
Performance, Rule 16: Petroleum Refining Facility-Wide Emissions Limits (Rule 12-16).

Project Location:

The rules would apply within the Bay Area Air Quality Management District (“District”), which
includes all of Alameda, Contra Costa, Marin, Napa, San Francisco, San Mateo, and Santa Clara
counties, and the southern portions of Solano and Sonoma counties.

Description of Nature, Purpose, and Beneficiaries of Project:

Rule 11-18 would ensure that emissions of toxic air contaminants (TACs) from existing facilities
do not pose an unacceptable health risk to people living and working nearby. The rule would use
the most up-to-date assumptions about the risk of compounds and would require affected facilities
to take action to reduce risk to a low level.

Rule 12-16 would limit the emissions of climate pollutants: greenhouse gases (GHGs); and three
criteria pollutants: particulate matter (PM), oxides of nitrogen (NOx), and sulfur dioxide (SO»)
from the five Bay Area petroleum refineries and three associated facilities. The rule would establish
facility-wide emissions limits for the covered pollutants at each of the affected facilities to ensure
there is no emissions increase due to changes in operation, crude or product slates, or increases in
production.

Lead Agency:
Bay Area Air Quality Management District

Initial Study and all Supporting Documentation are Available at:
BAAQMD Headquarters Or by Calling:
375 Beale Street, Suite 600 (415) 749-4763
San Francisco, CA 94105

Attn: Jocelyn Orpia (jorpia@baagmd.gov) at (415) 749-4763
Or by accessing: http://www.baagmd.gov/rules-and-compliance/rule-development/regulatory-workshops

Scheduled Scoping Meeting Dates:

Air District Headquarters Martinez City Hall

Yerba Buena Room 525 Henrietta Street

375 Beale Street Martinez, California

San Francisco, California November 16, 2016 at 2:00 p.m
November 14, 2016 at 2:00 p.m.




The Notice of Preparation is provided through the following:

M Office of Planning & Research, State Clearinghouse M BAAQMD Website
M Newspaper
M Interested Parties M BAAQMD Mailing List

Review Period:
October 14, 2016 through December 2, 2016

Contact Person: Phone Number: E-Mail Address
Victor Douglas (415) 749-4752 vdouglas@baagmd.gov



BAY AREA AIR QUALITY MANAGEMENT DISTRICT

Initial Study for

Regulation 11, Rule 18: Reduction of Risk from Air Toxic
Emissions at Existing Facilities
&

Regulation 12, Rule 16: Petroleum Refining Facility-Wide
Emissions Limits

Prepared by:

Staff of the Bay Area Air Quality Management District
375 Beale Street, Suite 600
San Francisco, California 94105

Contact: Victor Douglas
415-749-4752

October 2016
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Bay Area Air Quality Management District Chapter 1

1.0 PROJECT DESCRIPTION
1.1 INTRODUCTION

Petroleum refineries are significant sources of harmful pollutants on both the global (greenhouse gases)
and local scale (toxic air contaminants and criteria pollutants). Many Bay Area residents have expressed
concern about the impact of this pollution on the environment and public health, particularly those that
may disproportionately impact communities near refineries. Though refinery emissions have declined
over time, it is possible that as refinery operations change in the future, emissions of these pollutants
could increase.

In response to these concerns, the Board of Directors of the Bay Area Air Quality Management District
(Air District) has directed staff to bring forward two rules for their consideration, one that reflects policy
recommended by some environmental advocacy organizations, and an approach recommended by Air
District staff.

Communities for a Better Environment (CBE) and several associated organizations (CBE) have
recommended that the Air District adopt new Regulation 12, Rule 16: Petroleum Refining Facility-Wide
Emissions Limits (Rule 12-16 or “Refining Caps Rule”). This rule would set numeric limits on specific
refinery emissions. Rule 12-16 would apply only to the Bay Area’s five petroleum refineries and three
facilities associated with the refineries.

The staff of the Air District has developed a different approach that directly addresses concerns about
health risks to communities exposed to air pollution. The staff recommendation is that the Air District
adopt a new Regulation 11, Rule 18: Reduction of Risk from Air Toxic Emissions at Existing Facilities
(Rule 11-18 or “Toxic Risk Reduction Rule”). Rule 11-18 would apply to all facilities whose emissions
of toxic air contaminants may result in a significant risk to nearby residents and workers — this would
include petroleum refineries. The purpose of Rule 11-18 is to reduce the public’s exposure to health
risks associated with the emissions of toxic air contaminants (TACs) from stationary sources by
reducing those risks to the lowest feasible levels

Because the Board of Directors of the Air District intends to consider these rules within the same
timeframe, staff is preparing one Environmental Impact Report (EIR) to cover both rules. The intent of
the single EIR is to ensure that all of the potential environmental impacts for both rules are considered
and comprehensively addressed. Although they are being considered at the same time and both would
affect refineries, the two rules are functionally independent. Adoption of one does not depend on
adoption of the other. The Board of Directors could adopt either rule, both rules or neither rule.

1.1.1 Rule 12-16 — Refinery Emissions Caps Rule

Rule 12-16 reflects a policy recommendation from CBE and their associated organizations (henceforth
called “CBE”). The rule, as proposed by CBE, would limit the emissions of climate pollutants and three
criteria pollutants: greenhouse gases (GHGs), particulate matter (PM), oxides of nitrogen (NOx), and
sulfur dioxide (SO2) from petroleum refineries and three associated facilities. The rule would establish
facility-wide emissions limits for the covered pollutants at each of the affected facilities to ensure that

Notice of Preparation/Initial Study Page 1-2 October 2016
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Bay Area Air Quality Management District Chapter 1

each facility does not increase emissions due to changes in operation, crude or product slates, or
increases in production. Each facility emissions limit would be set at the maximum-annual emissions
reported for that facility in the period from 2011 through 2015! with an additional allowance or
“threshold factor” of seven percent over the maximum annual emission rate for each pollutant.

1.1.2 Rule 11-18 — Toxic Risk Reduction Rule

Rule 11-18, as drafted by Air District staff, would ensure that emissions of toxic air contaminants
(TACs) from existing facilities do not pose an unacceptable health risk to people living and working
nearby. The rule would use the most up-to-date assumptions about the risk of compounds and would
require the facility to take action to reduce risk below a specified risk threshold, if the facility exceeds
the risk thresholds. If the facility could not devise a means to reduce the risk below the specified risk
level, the facility would be required to install best available retrofit control technology for toxic
pollutants (TBARCT) on every significant source of TAC emissions at the facility.

1.2  AGENCY AUTHORITY

The California Environmental Quality Act (CEQA), Public Resources Code §21000 et seq., requires
that the environmental impacts of proposed projects be evaluated and that feasible methods to reduce,
avoid or eliminate significant adverse impacts of these projects be identified and implemented. To fulfill
the purpose and intent of CEQA, the Air District is the lead agency for Regulation 12, Rule 16 and
Regulation 11, Rule 18 and has prepared this Notice of Preparation (NOP) of an Environmental Impact
Report (EIR) and Initial Study (NOP/IS) to address the potential environmental impacts associated with
the rules.

1.3 PROJECT LOCATION

The Air District has jurisdiction over an area encompassing 5,600 square miles. The Air District
includes all of Alameda, Contra Costa, Marin, San Francisco, San Mateo, Santa Clara, and Napa
Counties, and portions of southwestern Solano and southern Sonoma counties. The San Francisco Bay
Area is characterized by a large, shallow basin surrounded by coastal mountain ranges tapering into
sheltered inland valleys. The combined climatic and topographic factors result in increased potential for
the accumulation of air pollutants in the inland valleys and reduced potential for buildup of air
pollutants along the coast. The Basin is bounded by the Pacific Ocean to the west and includes complex
terrain consisting of coastal mountain ranges, inland valleys and bays (see Figure 1-1).

! GHG emissions are based on the 2011-2014 time period, since 2015 data is not available from the Air Resources Board yet.

Notice of Preparation/Initial Study Page 1-3 October 2016
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Figure 1-1

Geographic Jurisdictional Boundaries of the Bay Area Air Quality Management District
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Bay Area Air Quality Management District Chapter 1

1.4 BACKGROUND

Rule 12-16 would affect the five petroleum refineries currently located in the Bay Area within the
jurisdiction of the Air District:
e Chevron Products Company (Richmond),
Phillips 66 Company — San Francisco Refinery (Rodeo),
Shell Martinez Refinery (Martinez),
Tesoro Refining and Marketing Company (Martinez), and
Valero Refining Company — California (Benicia).

The rule would also affect three refinery-related facilities:
e Air Liquide (Richmond),
e Air Products (Martinez), and
e Martinez Cogen LP (Martinez).

Rule 11-18 would affect hundreds of facilities that emit TACs. The Air District has determined that
these toxic emissions need to be reduced in order to be more protective of public health. These facilities
include data centers, petroleum refineries, a cement kiln, gasoline dispensing facilities, etc., and emit a
variety of TACs that can adversely impact public health. TACs include compounds such as diesel
particulate matter (DPM), benzene, polycyclic aromatic hydrocarbons (PAHs), and 1,3-butadiene.

The primary focus of CBE’s concern has been petroleum refineries. Petroleum refineries convert crude
oil into a wide variety of refined products, including gasoline, aviation fuel, diesel and other fuel oils,
lubricating oils, and feed stocks for the petrochemical industry. Crude oil consists of a complex mixture
of hydrocarbon compounds with smaller amounts of impurities including sulfur, nitrogen, oxygen and
metals (e.g., iron, copper, nickel, and vanadium).

Air pollutants are categorized based on their properties, and the programs under which they are
regulated. Air pollutants include: (1) criteria pollutants, (2) toxic pollutants (or TACs), and (3) climate
pollutants (or GHGs). Additional categories of air contaminants include odorous compounds and visible
emissions.

Criteria pollutants are emissions for which Ambient Air Quality Standards (AAQS) have been set and
include: (1) carbon monoxide (CO), (2) nitrogen dioxide (NO2) and NOx, (3) PM in two size ranges —
aerodynamic diameter of 10 micrometers or less (PM1o), and aerodynamic diameter of 2.5 micrometers
or less (PM2:s), (4) volatile organic compounds (VOC), and (5) sulfur dioxide (SOz). Other compounds,
specifically volatile organic compounds (VOC), can react in the atmosphere to form ozone and are often
regulated along with criteria pollutants. These compounds can have both localized and regional impacts.
Each of these criteria pollutants are emitted by petroleum refineries, as well as numerous other
stationary sources and mobile sources (automobiles, trucks, locomotive engines, marine vessels,
construction equipment, etc.).

TACs are emissions for which AAQS have generally not been established, but may result in human
health risks. The state list of TACs currently includes approximately 190 separate chemical compounds
and groups of compounds. These compounds tend to have more localized impacts. There are many
TAC:s potentially emitted from industrial sources, including refineries.

Notice of Preparation/Initial Study Page 1-5 October 2016
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Bay Area Air Quality Management District Chapter 1

GHGs are emissions that include carbon dioxide (CO2), methane (CHjy), nitrous oxide (N20O), and three
groups of fluorinated compounds (i.e., hydrofluorocarbons (HFCs), perfluorocarbons (PFCs), and sulfur
hexafluoride (SFs)), and are the major anthropogenic GHGs. These compounds are global in nature and
require a global reduction to a beneficial benefit on the global climate. GHGs emitted from petroleum
refineries include CO3, CH4 and N»O.

The regulatory approaches for Rules 11-18 and 12-16 are summarized below and include the following
basic elements.

Regulation 11, Rule 18

The Air District would screen all facilities that report toxic emissions. From this screening, the
Air District would determine each facility’s priority score (PS). The Air District would conduct
health risk assessments (HRA) for facilities with a cancer risk prioritization score of 10 or
greater or a non-cancer prioritization score of 1.0 or greater. The HRAs would incorporate the
new Office of Environmental Health Hazard Assessment (OEHHA) protocol and health risk
values adopted in March 2015, the Risk Management Guidelines adopted in July 2015 by the
California Air Resources Board (ARB) and the California Air Pollution Control Officers
Association (CAPCOA) and revised Air District HRA guidelines. The Air District will prioritize
the development of the HRAs according to priority score and then according to type of facility.
This is described in more detail later in this document.
Facilities that pose a cancer risk in excess of 10 per million or a chronic or acute hazard index in
excess of 1.0 must either:

o Reduce the facility cancer risk below 10/M and reduce the chronic and acute hazard

indices below 1.0; or
o Install TBARCT on all significant sources of toxic emissions.

Regulation 12, Rule 16

Would apply to each of the Bay Area petroleum refineries and three support facilities.
Would establish facility-wide emissions limits for GHGs, PM> s and PMio, NOx, and SO> at each
of the affected facilities based on the following method:
o Each facility emissions limit would be set at the maximum-annual emissions reported for
that facility in the period from 2011 through 2015,% and
o Include an additional allowance or “threshold factor” that would equal seven percent
over the maximum for GHGs, PM>s5 and PM o, NOx, and SO».
Emissions from start-up, shut-down, maintenance and malfunction would be subject to the cap.
Compliance with the emissions limits would be based on comparing the annual emissions
inventory with the facility-wide emissions limit for each covered pollutant. Any annual
emissions inventory that exceeds the established pollutant emissions limit for the affected
facility would be a violation of the rule.

2 Except GHGs, which are based on 2011 through 2014 emissions due to the current unavailability of 2015 data.
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1.5 PROJECT DESCRIPTION
The description of Regulation 11, Rule 18 and Regulation 12, Rule 16 are provided below.
1.5.1 REGULATION 11, RULE 18

The rule would require facilities that pose a site-wide health risk in excess of the risk action level
threshold of ten per million (10/M) cancer risk or 1.0 hazard index for both chronic and acute risk to
reduce that risk below the threshold through the implementation of a risk reduction plan approved by the
Air District or demonstrate that all significant sources of toxic emissions are controlled TBARCT; a
significant source of toxic emission is one that poses a health risk of 1.0/M cancer or 0.2 hazard index.
The rule would be implemented in four phases based on either a facility’s priority score (PS) or the toxic
emissions source.

1.5.1.1 Objectives

The objectives of Toxic Risk Reduction Rule are to:

1) Reduce the public’s exposure to health risks associated with the emissions of TACs from
stationary sources;

2) Incorporate the most up-to-date health risk methodologies and health values into the Air
District’s risk evaluation process for existing stationary sources of TACs;

3) Ensure the facilities that impact the most sensitive and overburdened communities reduce their
associated health risk in an efficient and expeditious manner;

4) Provide the public opportunity to comment on the draft HRAs to provide transparency and
clarity to the process; and

5) Provide the public opportunity to comment on risk reduction plans as they are drafted by the
affected facilities.

1.5.1.2 Administrative Procedures

The Toxic Risk Reduction Rule would utilize the annual toxic emissions inventories reported to the Air
District by sources that emit toxic compounds. From the toxic emissions inventory data, Air District?
would conduct a site-specific Health Risk Screening Analysis (HRSA). The HRSA assesses the
potential for adverse health effects from public exposure to routine and predictable emissions of TACs.
Procedures used for completing HRSAs are based on guidelines adopted by CARB/CAPCOA. From
these HRSAs, the Air District would determine each facility’s priority score (PS). The facility PS or the
toxic emissions source type would be used to determine which phase a facility would be placed. In
establishing the priority level for a facility, the Air District would consider:

(1) The amount of toxic pollutants emitted from the facility;

(2) The toxicity of these materials;

(3) The proximity of the facility to potential receptors; and

(4) Any other factors that the Air District deems to be important.

3 In order to complete the analyses in a timely manner. Some of the work may be completed by independent contractors
working for the Air District under direction of Air District staff.
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The rule would be implemented in four phases based on either a facility’s PS or the toxic emissions
source type as illustrated in Table 1.1. (Priority scores for all potentially affected facilities are expected
to be completed by the end of 2017).

Table 1.1
Implementation Phases
Phase Criterion HRASs Risk Reduction Plan
Plans Implementation
1 Cancer PS > 250 or 2017 -2018 2018 —2019 2019 —2022
Non-cancer PS >2.5
2 Cancer PS > 10 or 2019 — 2021 2021 - 2022 2022 - 2025
Non-cancer PS >1.0
3 Diesel IC Engines 2021 —-2023 2023 -2024 2024 - 2027
4 Retail Gas Stations 2023 —2024 2024 — 2025 2025 —-2028

The Air District would conduct HRAs for facilities in accordance with the OEHHA HRA Guidelines
and the CARB/CAPCOA Risk Management Guidelines that were updated in 2015. These Guidelines
were updated pursuant to the Children's Environmental Health Protection Act (Senate Bill 25), which
required that OEHHA develop health risk assessment procedures that ensure infants and children are
protected from the harmful effects of air pollution. Using the results of the HRAs, the Air District would
determine whether a facility would be affected by Rule 11-18. The rule would affect facilities with
health risk impacts that exceeded any of the risk action level thresholds of ten per million (10/M) cancer
risk or 1.0 hazard index for both chronic and acute risk. The Air District would notify facilities of their
health risk score. A facility with a risk action level exceeding the threshold(s) will be required to reduce
the risk below the threshold(s) by implementing a risk reduction plan within three years of plan
approval, or demonstrate that all significant sources of toxic emissions are controlled by TBARCT
within the same three-year period; a significant source of toxic emission is one that poses a health risk
of 1.0/M cancer or 0.2 hazard index.

1.5.1.3 Health Risk Assessments

The Air District uses a variety of tools to determine where air quality health impacts may be occurring
in the Bay Area, to assess the relative magnitude of these health impacts compared to other locations,
and to determine how to best focus Air District resources in order to reduce these health impacts. HRAs
are one of the tools that can be used to assess the relative magnitude of health hazards. HRAs are
designed to quantify the potential health impacts that people and communities may be experiencing due
to specific sources or facilities or that may occur in the future due to proposed projects or proposed
changes at a facility. An HRA consists of four basic steps: 1) hazard identification; 2) exposure
assessment; 3) dose response assessment; and 4) risk characterization. The Air District conducts HRAs
using standardized methodologies for each of these steps. The Air District HRAs would be prepared in
accordance with the most recent guidelines adopted by OEHHA in March 2015.

Air District staff believes that new facility-wide HRAs should be performed including improved
emission inventories, updated health effects values, and the most recent HRA methodologies. rule 11-18
would require that the Air District conduct HRAs utilizing the most recent OEHHA HRA Guidelines
along with more refined emissions inventories.

Notice of Preparation/Initial Study Page 1-8 October 2016
Regulation 11, Rule 18 and Regulation 12, Rule 16



Bay Area Air Quality Management District Chapter 1

1.5.14 Pollutant Coverage

The Toxic Risk Reduction Rule would address TAC emissions from existing stationary sources. TAC
emissions from new and modified sources are addressed under Air District Regulation 2, Rule 5. The
California Health and Safety Code section 39655 defines a TAC as “an air pollutant which may cause or
contribute to an increase in mortality or in serious illness, or which may pose a present or potential
hazard to human health. A substance that is listed as a hazardous air pollutant pursuant to subsection (b)
of Section 112 of the federal act (42 U.S.C. Sec. 7412(b)) is a toxic air contaminant.” For the purposes
of this rule, TACs consists of the substances listed in Air District Regulation 2, Rule 5: New Source
Review of Toxic Air Contaminants, Table 2-5-1.

Some of the key pollutants to be addressed under the Toxic Risk Reduction Rule include the following:

Benzene: Benzene is highly carcinogenic and occurs throughout the Bay Area. Most of the benzene
emitted in the Bay Area comes from motor vehicles, including evaporative leakage and unburned fuel
exhaust. Stationary sources contribute 13 percent of the benzene statewide. The primary stationary
sources of benzene emissions include gasoline stations, petroleum refining, electricity generation, and
cement production.

1,3-Butadiene: 1,3-butadiene is another carcinogen, with similar origins to benzene, namely mainly
from gasoline evaporation and motor vehicle exhaust, biomass burning, petroleum refining and
electricity generation.

Polycyclic aromatic hydrocarbons (PAHs): PAHs are a set of hydrocarbons formed of multiple
benzene rings. Several PAHs have been shown to be carcinogenic, the best-studied of which is
Benzo(a)pyrene. Although PAHs are emitted during petroleum refining, in the Bay Area the vast
majority derive from fossil fuel and wood combustion.

Diesel Particulate Matter (DPM): DPM is the primary source of ambient risk based on risk analysis,
followed by benzene and 1,3-butadiene. DPM emissions sources mainly include mobile sources, such as
heavy-duty trucks, buses, construction equipment, locomotives, and ships, but also stationary sources
such as stationary diesel engines and backup generators.

1.5.1.5 Source Coverage

The Toxic Risk Reduction Rule would apply to all sources of TAC emissions from “stationary sources”
in the Bay Area. Stationary sources, as opposed to mobile sources such as trucks and other vehicles, are
the sources over which the Air District has regulatory jurisdiction.

The Toxic Risk Reduction Rule would apply to a wide variety of sources and facilities located
throughout the Bay Area, including data centers, petroleum refineries, chemical plants, waste water
treatment facilities, foundries, forges, landfill operations, hospitals, crematoria, gasoline dispensing
facilities (GDF) (i.e., gasoline stations), colleges and universities, military facilities and installations and
airline operations. The Air District estimates that hundreds of facilities could be impacted by this rule.

Notice of Preparation/Initial Study Page 1-9 October 2016
Regulation 11, Rule 18 and Regulation 12, Rule 16



Bay Area Air Quality Management District Chapter 1

1.5.2 REGULATION 12, RULE 16
1.5.2.1 Objectives

The objectives of the Refining Emission Caps are to:

1) Protect air quality, public health, and the climate from increases in annual facility-wide mass
emissions of GHGs, PM, NOx, and SOx caused by changes in refinery oil feed quality or
quantity, refinery or support equipment or operation, or combinations of these causes, by
preventing any significant increase in these emissions;

2) Protect the climate and public health by preventing any significant increase in these emissions at
refineries and associated facilities from increasing the emission intensity of the production of
transportation fuels;

3) Protect community and public health by preventing any significant increase in these emissions
from worsening hazards for which HRA methods may not account, including but not limited to
acute and chronic ambient PM, NOx, SOx, and PM exposure hazards;

4) Complement other air quality, public health, and climate measures by discouraging investment
in new refinery equipment that would lead to increased emissions of GHG, PM, NOx, or SOx
from Bay Area refineries.

1.5.2.2 Pollutant Coverage

The Refining Cap Rule would limit the emissions of climate pollutants (GHGs) and three criteria
pollutants (PM — both PMjo and PM2s5, NOx, and SO;) from refineries and other refining related
facilities to a specific baseline plus an allowance; thereby establishing a “cap” for each of these
emissions that the facility could not exceed.

Greenhouse Gases (GHGs): GHGs refer to gases that contribute to global warming. In addition to
negative impacts on air quality as higher temperatures contribute to increased levels of ozone and PM,
climate change may cause a wide range of ecological, social, economic, and demographic impacts.
GHGs include carbon dioxide, methane, nitrous oxide, and fluorinated hydrocarbons. CO; is released to
the atmosphere when fossil fuels (oil, gasoline, diesel, natural gas, and coal), solid waste, and wood or
wood products are burned. CH4 is emitted during the production and transport of coal, natural gas, and
oil. Methane emissions also result from the decomposition of organic waste in municipal solid waste
landfills and the raising of livestock. N2O is emitted during agricultural and industrial activities, as well
as during combustion of solid waste and fossil fuels. Fluorinated hydrocarbons: HFCs, PFCs, and SFs,
are generated in a variety of industrial processes. Although these gases are small in terms of their
absolute mass, they are potent agents of climate change as expressed by their global warming potential.

Particulate Matter (PM): PM is a complex pollutant composed of an assortment of tiny airborne
particles that vary in size and mass (ultrafine, fine, and coarse), physical state (solid or liquid), chemical
composition, toxicity, and how they behave in the atmosphere. These particles originate from a variety
of man-made and natural sources, including fossil fuel combustion, residential wood burning and
cooking, wildfires, volcanoes, sea salt, and dust. Fine and ultrafine particles are so small, they can
bypass the body’s natural defenses and penetrate deep into the lungs, bloodstream, brain and other vital
organs, and individual cells. Health studies have shown that exposure to PM can have a wide range of
negative health effects, including triggering asthma attacks, chronic bronchitis, impaired lung
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development in children, heart attack, stroke, and premature death. Residential wood burning is the
largest source of PM in the Bay Area during winter days. On an annual basis, mobile sources such as
cars, trucks, ships and trains are the largest source of PM in the Bay Area.

Nitrogen Oxides (NOx): Nitrogen oxides are a group of gases that form when nitrogen reacts with
oxygen during combustion, especially at high temperatures. These compounds (including nitric oxide
and nitrogen dioxide), can contribute significantly to air pollution, especially in cities and areas with
high motor vehicle traffic. In the Bay Area, nitrogen dioxide appears as a brown haze. At higher
concentrations, nitrogen dioxide can damage sensitive crops, such as beans and tomatoes, and aggravate
respiratory problems.

Sulfur Oxides (SOx): Heating and burning fossil fuels (such as coal and oil) release the sulfur present
in these materials. In areas where large quantities of fossil fuels are used, sulfur oxides can be a major
air pollution problem. The most common kind of sulfur oxide is SO». This substance can react with
oxygen to form sulfur trioxide, which can form sulfuric acid mist in the presence of moisture. These
contaminants can damage vegetation and negatively impact the health of both humans and animals.

1.5.2.3 Affected Facilities

The Refining Caps Rule would apply to each of the Bay Area’s five petroleum refineries and to three
additional support facilities. The five refineries are Chevron Refinery in Richmond, Shell Refinery in
Martinez, Phillips 66 Refinery in Rodeo, Tesoro Refinery in Martinez, and Valero Refinery in Benicia.
The three affected support facilities are Air Liquide in Richmond, Air Products in Martinez, and
Martinez Cogen LP in Martinez.

1.5.2.4 The Emissions Limits

The draft emissions limit for each covered pollutant and each affected facility are shown in Table 1.2. A
numeric limit on the annual mass emission rate of each air pollutant specified would be applied to each
facility specified in the table. The limit is equal to the maximum-year actual emissions reported in
2011-2015* plus the additional allowance, or threshold factor, of seven percent that is intended to
account for normal year-to-year variations in emissions.

4 Except GHGs, which are based on 2011 through 2014 emissions due to the current unavailability of 2015 data.
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Table 1.2
The Enforceable Emissions Limits on Refinery-Wide Emissions ?
Facility Name & Number Pollutants
GHG" PM:s* PMio® NOx* SO;¢

(thousands of (tons) (tons) (tons) (tons)

metric tons)
Chevron®: A-0010 4,774 502 526 971 394
Shell: A-0011 4,560 495 589 1,068 1,455
Phillips 66: A-0016 1,608 75 83 334 443
Tesoro: B-2758 / B-2759 2,615 77.7 97 1,015 644
Valero: B-2626 / B-3193 3,145 133 133 1,300 69.6
Martinez Cogen LP: A-1820 451 18.8 18.8 119 2.3
Air Liquide: B-7419 947 16.1 17.3 13.8 2.5
Air Products: B-0295 290 9.7 10.4 34 23

a. Annual facility-wide emission limits.
b. GHG: greenhouse gas emissions (CO»e) as reported under Air Resources Board Mandatory Reporting. PM: filterable and
condensable particulate matter.
c. PM,;s (“fine” particulate matter), PMo (“respirable” particulate matter), NOx: oxides of nitrogen; SO,: sulfur dioxide as
reported in the Facility’s annual emission inventory.

d. Facility owners or operators, as of August 2016, shown for information and context.

1.5.2.5

Changes in Monitoring Methods

CBE intends that these limits would change if the quantity of reported emissions changed solely due to a
change in the method of monitoring or estimating emissions. Air District staff will work with CBE to

capture this intent either in the rule language or in the plan for implementing the rule.
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Chapter 2

INTRODUCTION

Chapter 2

Environmental Checklist

The environmental checklist provides a standard evaluation tool to identify a project's adverse
environmental impacts. This checklist identifies and evaluates potential adverse environmental impacts
that may be created by the proposed project.

GENERAL INFORMATION

Project Title:

Lead Agency Name and
Address:

Contact Person:
Contact Phone Number:

Project Location:

Project Sponsor's Name and
Address:

General Plan Designation:

Zoning:
Description of Project:

Surrounding Land Uses and
Setting:

Other Public Agencies Whose

Approval Is Required:

Regulation 11, Rule 18: Reduction of Risk from Air Toxic Emissions at Existing
Facilities and Regulation 12, Rule 16: Petroleum Refining Facility-Wide Emissions
Limits

Bay Area Air Quality Management District

375 Beale Street, Suite 600
San Francisco, California 94105

Victor Douglas
415-749-4752

The rules would apply to a multitude of facilities within the jurisdiction of the Bay Area
Air Quality Management District, which encompasses all of Alameda, Contra Costa,
Marin, San Francisco, San Mateo, Santa Clara, and Napa Counties and portions of
southwestern Solano and southern Sonoma Counties.

Bay Area Air Quality Management District
375 Beale Street, Suite 600
San Francisco, California 94105

Rule 11-18 would apply to facilities that emit toxic pollutants and Rule 12-16 would
affect the five petroleum refineries and three refinery-related facilities currently located in
the Bay Area within the jurisdiction of the Air District:
Chevron Products Company (Richmond),
Phillips 66 Company — San Francisco Refinery (Rodeo),
Shell Martinez Refinery (Martinez),
Tesoro Refining and Marketing Company (Martinez), and
Valero Refining Company — California (Benicia).
Rule 12-16 would also affect:
e  Air Liquide (Richmond),
e Air Products (Martinez), and
e  Martinez Cogen LP (Martinez).

See “General Plan Designation” above
See “Background” in Chapter 1.
See “Affected Area” in Chapter 1.

None
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ENVIRONMENTAL FACTORS POTENTIALLY AFFECTED:

The following environmental impact areas have been assessed to determine their potential to be affected
by the proposed project. As indicated by the checklist on the following pages, environmental topics

marked with an "M" may be adversely affected by the proposed project. An explanation relative to the
determination of impacts can be found following the checklist for each area.

Rule Rule Rule Rule Rule Rule
11-18 12-16 11-18 12-16 11-18 12-16
. Agriculture and . .
Aesthetics O O | Fores try Resources O Air Quality ] ]
Biological Resources O O Cultural Resources O O Geology / Soils O O
Greenhouse Gas Hazards & Hydrology / Water
Emissions ™ ¥ Hazardous Materials o M Quality O ™
Land Use / Planning O O Mineral Resources O O Noise O O
Population / Housing O O Public Services O O Recreation O O
s . Mandatory
. Utilities / Service o
Transportation / Traffic O O | Systems O @ | Findings of ™ ™
Significance
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DETERMINATION
On the basis of this initial evaluation:

U I find the proposed project COULD NOT have a significant effect on the environment, and
that a NEGATIVE DECLARATION will be prepared.

O I find that although the proposed project could have a significant effect on the environment,
there will not be significant effects in this case because revisions in the project have been
made by or agreed to by the project proponent. A MITIGATED NEGATIVE
DECLARATION will be prepared.

4} I find that the proposed project MAY have a significant effect on the environment, and an
ENVIRONMENTAL IMPACT REPORT is required.

O I find that the proposed project MAY have a "potentially significant impact" or “potentially
significant unless mitigated” impact on the environment, but at least one effect 1) has been
adequately analyzed in an earlier document pursuant to applicable legal standards, and 2)
has been addressed by mitigation measures based on the earlier analysis as described on
attached sheets. An ENVIRONMENTAL IMPACT REPORT is required, but it must
analyze only the effects that remain to be addressed.

O I find that although the proposed project could have a significant effect on the environment,
because all potentially significant effects (a) have been analyzed adequately in an earlier
EIR or NEGATIVE DECLARATION pursuant to applicable standards, and (b) have been
avoided or mitigated pursuant to that earlier EIR or NEGATIVE DECLARATION,
including revisions or mitigation measures that are imposed upon the proposed project,
nothing further is required.

Signature: Date:
Printed Name: Date:
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EVALUATION OF ENVIRONMENTAL IMPACTS:

1))

2)

3)

4)

)

b)

A brief explanation is required for all answers except “No Impact” answers that are
adequately supported by the information sources a lead agency cites in the parentheses
following each question. A “No Impact” answer is adequately supported if the referenced
information sources show that the impact simply does not apply to projects like the one
involved (e.g., the project falls outside a fault rupture zone). A “No Impact” answer should
be explained where it is based on project-specific factors as well as general standards (e.g.,
the project will not expose sensitive receptors to pollutants, based on a project-specific
screening analysis.

All answers must take account of the whole action involved, including off-site as well as on-
site, cumulative as well as project-level, indirect as well as direct, and construction as well as
operational impacts.

Once the lead agency has determined that a particular physical impact may occur, the
checklist answers must indicate whether the impact is potentially significant, less than
significant with mitigation, or less than significant. ‘“Potentially Significant Impact” is
appropriate if there is substantial evidence that an effect may be significant. If there are one
or more “Potentially Significant Impact” entries when the determination is made, an EIR is
required.

“Negative Declaration: Less Than Significant with Mitigation Incorporated” applies where
the incorporation of mitigation measures has reduced an effect from “Potentially Significant
Impact” to a “Less Than Significant Impact.” The lead agency must describe the mitigation
measures, and briefly explain how they reduce the effect to a less than significant level
(mitigation measures from “Earlier Analyses,” as described in (5) below, may be cross-
referenced).

Earlier analyses may be used where, pursuant to the tiering, Program EIR, or other CEQA
process, an effect has been adequately analyzed in an earlier EIR or negative declaration.
Section 15063 (c)(3)(D). In this case, a brief discussion should identify the following:

Earlier Analysis Used. Identify and state where they are available for review.

Impacts Adequately Addressed. Identify which effects from the above checklist were
within the scope of and adequately analyzed in an earlier document pursuant to
applicable legal standards, and state whether such effects were addressed by mitigation
measures based on the earlier analysis.

Mitigation Measures. For effects that are “Less than Significant with Mitigation
Measures Incorporated,” describe the mitigation measures which were incorporated or
refined from the earlier document and the extent to which they address site-specific
conditions for the project.
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6) Lead agencies are encouraged to incorporate into the checklist references to information
sources for potential impacts (e.g., general plans, zoning ordinances). Reference to a
previously prepared or outside document should, where appropriate, include a reference to
the page or pages where the statement is substantiated.

7) Supporting Information Sources: A source list should be attached, and other sources used or
individuals contacted should be cited in the discussion.

8) This checklist is only a suggested form, and lead agencies are free to use different formats;
however, lead agencies should normally address the questions from this checklist that are
relevant to a project’s environmental effects in whatever format is selected.

9) The explanation of each issue should identify:

a) the significance criteria or threshold, if any, used to evaluate each question; and

b) the mitigation measure identified, if any, to reduce the impact to less than significance.
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ENVIRONMENTAL CHECKLIST AND DISCUSSION

I. AESTHETICS.

Potentially Less Than Less-than- No Impact
Significant Significant Significant
Impact Impact with Impact
Would the project: Mitigation
Incorporated
a) Have a substantial adverse effect on a scenic
vista?
Rule 11-18 O O O ]
Rule 12-16 O O O ]
b) Substantially damage to scenic resources,
including, but not limited to, trees, rock
outcroppings, and historic buildings along a
scenic highway?
Rule 11-18 O O O 4]
Rule 12-16 O O O ]
¢) Substantially degrade the existing visual character
or quality of the site and its surroundings
Rule 11-18 O O M O
Rule 12-16 O O M O
d) Create a new source of substantial light or glare
that would adversely affect daytime or nighttime
views in the area?
Rule 11-18 | O %} O
Rule 12-16 O O M O

Setting

The Air District covers all of Alameda, Contra Costa, Marin, San Francisco, San Mateo, Santa Clara,
and Napa Counties and portions of southwestern Solano and southern Sonoma Counties. The area of
coverage is vast (about 5,600 square miles), so that land uses vary greatly and include commercial,
industrial, residential, agricultural, and open space uses. Rule 11-18 would affect hundreds of facilities
that cover a wide variety of industries and operations that emit toxic pollutants located throughout the
Air District, including data centers, petroleum refineries, a cement kiln, gasoline dispensing facilities,
hospitals, crematoria, etc. The rule would require affected facilities to reduce the health risk they pose
using various risk reduction measure and controls. Rule 12-16 would affect the four petroleum
refineries that are located in Contra Costa County and one that is located in Solano County (Valero) and
also three refinery-related facilities located in Contra Costa County, all of which are in areas designated
for industrial facilities.
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The methods of control expected to be used to comply with Rule 11-18 are not expected to result in any
aesthetic alterations of the facilities. Refineries and other facilities affected by Rule 12-16 are generally
located in industrial areas and compliance is not expected to result in any aesthetic changes to the
facilities. Scenic highways or corridors are generally not located in the vicinity of these facilities.

Regulatory Background

Visual resources are generally protected by the City and/or County General Plans through land use and
zoning requirements.

Discussion of Impacts

I. a, b, and ¢).

Rule 11-18: Rule 11-18 would require facilities whose health risk is determined to exceed a specific
action level to either reduce the facility risk below the action level or to install best available retrofit
control technology on all significant sources of risk. Some control options include stack modifications.
Stack modifications are another common and generally inexpensive risk reduction measure that are
often used to reduce risk from back-up generators and soil remediation operations. Changing the
direction of a stack (from horizontal to vertical, for example) and increasing the height of a stack to just
above the height of nearby buildings will increase the dispersion of the emissions from that stack and
will typically result in lower ground level air concentrations at nearby receptors and lower health risks.
Stack modifications may change the existing visual character or quality of a facility but are not expected
to have significant adverse aesthetic impacts to the surrounding community as they would be expected
to occur in industrial or commercial areas. Regulation 11-18 could also result in the installation of new
air pollution control equipment to mitigate TAC emissions. While these control devices may be visible
to surrounding areas, they would be installed within existing industrial or commercial areas, would be
subject to local height limits, and are not expected to block any scenic vista, degrade the visual character
or quality of the area, or result in significant adverse aesthetic impacts.

Rule 12-16: Rule 12-16 would limit air emissions of GHGs and certain criteria pollutants (PM2.s, PM o,
NOx, and SO2) from Bay Area petroleum refineries and three refinery-related facilities to the historic
highest emission rate over a recent multi-year period, with an additional seven-percent margin to
account for operational variations. Rule 12-16 is not expected to require the construction of any
substantial new structures that would impact the views of the refineries or areas outside of existing
refinery boundaries, provided existing crude and product slates remain relatively constant. However,
because crude and product slates vary over time and these changes may result in changes in the
emissions profile of a refinery, there is the potential that Rule 12-16 could result in the need for better
controls on various refinery sources, (e.g. boilers and heaters) to mitigate any potential emissions
increase. These emission controls could lead to changes in operations or installation of new air pollution
control devices. While these control devices may be visible to surrounding areas, they would be
installed within existing industrialized areas and are not expected to be taller than existing refinery
structures. Any new equipment would be located within the refineries, would be compatible with the
urban/developed nature of the refineries, are not expected to block any scenic vista, degrade the visual
character or quality of the area, or result in any adverse aesthetic impacts. Once implemented,
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equipment associated with the rule is not expected to be noticeably visible within the refineries.
Therefore, the rule is not expected to have adverse aesthetic impacts to the surrounding community.

L d).

Rule 11-18: The facilities affected by Rule 11-18, including petroleum refineries, may need to install or
modify air pollution control equipment or modify operations as to implement risk reduction measures.
However, it is unlikely that any of the changes would result in additional night-time operation that
would require extra lighting. New light sources, if any, are not expected to be noticeable in residential
areas. Most local land use agencies have ordinances that limit the intensity of lighting and its effects on
adjacent property owners. Therefore, the rule is not expected to have significant adverse aesthetic
impacts to the surrounding community.

Rule 12-16: The facilities affected by the Regulation 12-16 may be required to install additional air
pollution control equipment or modify operations. Further, refinery modifications could require
additional lighting. However, refineries are already lighted for night-time operations and safety
measures, and are located in appropriately zoned areas that are not usually located next to residential
areas. New light sources, if any, are not expected to be noticeable in residential areas. Most local land
use agencies have ordinances that limit the intensity of lighting and its effects on adjacent property
owners. Therefore, the rule is not expected to have significant adverse aesthetic impacts to the
surrounding community.

Conclusions

Based upon the above considerations, significant adverse project-specific impacts to aesthetics are not
expected to occur due to implementation of either Rule 11-18 or Rule 12-16 and, therefore, will not be
further evaluated in the Draft EIR.

Notice of Preparation/Initial Study Page 2-8 October 2016
Regulation11, Rules 18 and Regulation 12, Rule 16



Bay Area Air Quality Management District

Chapter 2

II.

AGRICULTURE AND FORESTRY RESOURCES.

In determining whether impacts on agricultural resources are significant environmental effects, lead agencies may refer
to the California Agricultural Land Evaluation and Site Assessment Model (1997) prepared by the California
Department of Conservation as an optional model to use in assessing impacts on agriculture and farmland. In
determining whether impacts to forest resources, including timberland, are significant environmental effects, lead
agencies may refer to information compiled by the California Department of Forestry and Fire Protection regarding the
state’s inventory of forest land, including the Forest and Range Assessment Project and the Forest Legacy Assessment
project; and forest carbon measurement methodology provided in Forest Protocols adopted by the California Air
Resources Board.

Would the project:

Potentially
Significant
Impact

Less Than

Significant
Impact with

Mitigation
Incorporated

Less-than-
Significant
Impact

No Impact

a)

Convert Prime Farmland, Unique Farmland, or
Farmland of Statewide Importance (Farmland), as
shown on the maps prepared pursuant to the
Farmland Mapping and Monitoring Program of
the California Resources Agency, to non-
agricultural use?

Rule 11-18

Rule 12-16

oo

oo

oo

NE

b)

Conflict with existing zoning for agricultural use
or conflict with a Williamson Act contract?
Rule 11-18
Rule 12-16

oagd

oo

oo

NN

¢)

Conlflict with existing zoning for, or cause
rezoning of, forest land as defined in Public
Resources Code section 12220(g)), timberland (as
defined by Public Resources Code section 4526),
or timberland zoned Timberland Production (as
defined by Government Code section 51104(g))?
Rule 11-18
Rule 12-16

oo

oo

oo

NE

d)

Result in the loss of forest land or conversion of
forest land to non-forest use?
Rule 11-18
Rule 12-16

oagd

oo

oo

NN

Involve other changes in the existing environment
which, due to their location or nature, could result
in conversion of Farmland, to non-agricultural use
or conversion of forest land to non-forest use?
Rule 11-18
Rule 12-16

oo

oo

oo

NE
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Setting

The BAAQMD covers all of Alameda, Contra Costa, Marin, San Francisco, San Mateo, Santa Clara,
and Napa Counties and portions of southwestern Solano and southern Sonoma Counties. The area of
coverage is vast (about 5,600 square miles) so that land uses vary greatly and include commercial,
industrial, residential, agricultural, and open space uses. Some of these agricultural lands are under
Williamson Act contracts.

Rule 11-18 would affect hundreds of facilities that cover a wide variety of industries and operations that
emit toxic pollutants located throughout the Air District, including data centers, petroleum refineries, a
cement kiln, gasoline dispensing facilities, hospitals, crematoria, etc. The rule would require affected
facilities to reduce the health risk they pose using various risk reduction measure and controls. Rule 12-
16 would affect the four petroleum refineries that are located in Contra Costa County and one that is
located in Solano County (Valero) and also three refinery-related facilities located in Contra Costa
County.

Regulatory Background

Agricultural and forest resources are generally protected by the City and/or County General Plans,
Community Plans through land use and zoning requirements, as well as any applicable specific plans,
ordinances, local coastal plans, and redevelopment plans.

Discussion of Impacts
II. a, b, c, d, and e).

Rule 11-18: The facilities and operation that would be affected by Rule 11-18 are located primarily in
industrial and commercial areas where agricultural or forest resources are generally not located. Some
construction activity is expected to result from compliance with Rule 11-18; but such activities are
expected to occur on the premises of the affected facilities and, therefore, would not impact agricultural
and forestry resources.

Rule 12-16: The affected refineries and refinery-related facilities are located in industrial areas where
agricultural or forest resources are generally not located. Rule 12-16 could require air pollution control
equipment on various refinery sources or changes in operations at any or all of the Bay Area refineries to
ensure compliance with the emissions limits. Construction activities may be associated with compliance
with Rule 12-16. Such construction activities are expected to be limited to the existing refineries. No
agricultural or forest resources are located within the boundaries of the existing refineries, and
construction activities would not convert any agricultural or forest land into non-agricultural or non-
forest use, or involve Williamson Act contracts.
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Conclusions

Based upon the above considerations, significant adverse project-specific impacts to agriculture and
forest resources are not expected to occur due to implementation of either Rule 11-18 or Rule 12-16 and,
therefore, will not be further evaluated in the Draft EIR.
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III. AIR QUALITY.

Where available, the significance criteria established by the applicable air quality management or air pollution
control district may be relied upon to make the following determinations.

Potentially Less Than Less-than- No Impact
Significant Significant Significant
Impact Impact with Impact
Would the project: Mitigation
Incorporated
a) Conflict with or obstruct implementation of the
applicable air quality plan?
Rule 11-18 O O O o}
Rule 12-16 O O O 4}
b) Violate any air quality standard or contribute to
an existing or projected air quality violation?
Rule 11-18 4] O O O
Rule 12-16 | O O |
c) Result in a cumulatively considerable net increase
of any criteria pollutant for which the project
region is a nonattainment area for an applicable
federal or state ambient air quality standard
(including releasing emissions that exceed
quantitative thresholds for ozone precursors)?
Rule 11-18 | O O O
Rule 12-16 % O O O
d) Expose sensitive receptors to substantial pollutant
concentrations?
Rule 11-18 ] O O O
Rule 12-16 4| O O O
e) Create objectionable odors affecting a substantial
number of people?
Rule 11-18 O O O 4}
Rule 12-16 O O O ™

Setting

It is the responsibility of the BAAQMD to ensure that state and federal ambient air quality standards are
achieved and maintained in its geographical jurisdiction. Health-based air quality standards have been
established by California and the federal government for the following criteria air pollutants: ozone,
carbon monoxide (CO), nitrogen dioxide (NO), particulate matter less than 10 microns in diameter
(PM), particulate matter less than 2.5 microns in diameter (PM3 s), sulfur dioxide (SO>), and lead.

Air quality conditions in the San Francisco Bay Area have improved since the Air District was created
in 1955. Ambient concentrations of air pollutants and the number of days on which the region exceeds
air quality standards have fallen. The Air District is in attainment of the State and federal ambient air
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quality standards for CO, nitrogen oxides (NOx), and SO and the federal 24-hour standard for PM>s.
The Air District is not considered to be in attainment with the State PM o and PM> 5 standards. The Bay
Area is designated as non-attainment for the federal 8-hour and California 1- and 8-hour ozone
standards.

Regulatory Background

Criteria Pollutants

At the federal level, the Clean Air Act (CAA) Amendments of 1990 give the U.S. EPA additional
authority to require states to reduce emissions of ozone precursors and particulate matter in non-
attainment areas. The amendments set attainment deadlines based on the severity of problems. At the
state level, CARB has traditionally established state ambient air quality standards, maintained oversight
authority in air quality planning, developed programs for reducing emissions from motor vehicles,
developed air emission inventories, collected air quality and meteorological data, and approved state
implementation plans. At a local level, California’s air districts, including the BAAQMD, are
responsible for overseeing stationary source emissions, approving permits, maintaining emission
inventories, maintaining air quality monitoring stations, overseeing agricultural burning permits, and
reviewing air quality-related sections of environmental documents required by CEQA.

The BAAQMD is governed by a 24-member Board of Directors composed of publicly-elected officials
apportioned according to the population of the represented counties. The Board has the authority to
develop and enforce regulations for the control of air pollution within its jurisdiction. The BAAQMD is
responsible for implementing emissions standards and other requirements of federal and state laws. It is
also responsible for developing air quality planning documents required by both federal and state laws.

Toxic Air Contaminants

TAC:s are regulated in the District through federal, state, and local programs. At the federal level, TACs
are regulated primarily under the authority of the CAA. Prior to the amendment of the CAA in 1990,
source-specific NESHAPs were promulgated under Section 112 of the CAA for certain sources of
radionuclides and Hazardous Air Pollutants (HAPs).

Title III of the 1990 CAA amendments requires U.S. EPA to promulgate NESHAPs on a specified
schedule for certain categories of sources identified by U.S. EPA as emitting one or more of the 189
listed HAPs. Emission standards for major sources must require the maximum achievable control
technology (MACT). MACT is defined as the maximum degree of emission reduction achievable
considering cost and non-air quality health and environmental impacts and energy requirements. All
NESHAPs were to be promulgated by the year 2000. Specific incremental progress in establishing
standards were to be made by the years 1992 (at least 40 source categories), 1994 (25 percent of the
listed categories), 1997 (50 percent of remaining listed categories), and 2000 (remaining balance). The
1992 requirement was met; however, many of the four-year standards were not promulgated as
scheduled. Promulgation of those standards has been rescheduled based on court ordered deadlines, or
the aim to satisfy all Section 112 requirements in a timely manner.
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Many of the sources of TACs that have been identified under the CAA are also subject to the California
TAC regulatory programs. CARB developed three regulatory programs for the control of TACs. Each
of the programs is discussed in the following subsections.

Control of TACs Under the TAC Identification and Control Program: California's TAC
identification and control program, adopted in 1983 as Assembly Bill 1807 (AB 1807) (California
Health and Safety Code §39662), is a two-step program in which substances are identified as TACs and
airborne toxic control measures (ATCMs) are adopted to control emissions from specific sources. Since
adoption of the program, CARB has identified 18 TACs, and CARB adopted a regulation designating all
189 federal HAPs as TACs.

Control of TACs Under the Air Toxics "Hot Spots" Act: The Air Toxics Hot Spot Information and
Assessment Act of 1987 (AB 2588) (California Health and Safety Code §39656) established a state-
wide program to inventory and assess the risks from facilities that emit TACs and to notify the public
about significant health risks associated with those emissions. Inventory reports must be updated every
four years under current state law. In its implementation of that program, the BAAQMD used a
maximum individual cancer risk of 10 in one million (10/M), or an ambient concentration above a non-
cancer reference exposure level, as the threshold for notification. Using the best science available at the
time, only a relatively small number of facilities exceeded that threshold.

Senate Bill (SB) 1731, enacted in 1992 (California Health and Safety Code §44390 et seq.), amended
AB 2588 to include a requirement for facilities with significant risks to prepare and implement a risk
reduction plan to reduce the risk below a defined significant risk level within specified time limits. Ata
minimum, such facilities must, as quickly as feasible, reduce cancer risk levels that exceed 100 per one
million (100/M). The BAAQMD adopted risk reduction requirements for perchloroethylene dry
cleaners to fulfill the requirements of SB 1731. No facilities within the Bay Area currently exceed the
100/M threshold that would require risk reductions.

Targeted Control of TACs Under the Community Air Risk Evaluation Program: In 2004,
BAAQMD initiated the Community Air Risk Evaluation (CARE) program to identify areas with
relatively high concentrations of air pollution, including toxic air contaminants (TACs) and fine
particulate matter, and populations most vulnerable to air pollution’s health impacts. Maps of
communities most impacted by air pollution, generated through the CARE program, have been
integrated into many BAAQMD programs. For example, BAAQMD uses information derived from the
CARE program to develop and implement targeted risk reduction programs, including grant and
incentive programs, community outreach efforts, collaboration with other governmental agencies, model
ordinances, new regulations for stationary sources and indirect sources, and advocacy for additional
legislation.

Discussion of Impacts
1L a).

Neither Rule 11-18 nor Rule 12-16 is expected to conflict with or obstruct implementation of the
applicable air quality plan. The 2010 Bay Area Clean Air Plan (CAP) was approved by the Air
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District’s Board of Directors on September 15, 2010 and is the approved air quality plan that the Air
District operates under.

Rule 11-18: Rule 11-18 would require facilities that pose a health risk in excess of the risk action level
threshold of ten per million (10/M) cancer risk or 1.0 hazard index for both chronic and acute risk to
reduce that risk below the threshold through the implementation of a risk reduction plan approved by the
Air District or demonstrate that all significant sources of toxic emissions are control by TBARCT; a
significant source of toxic emission would be one that poses a health risk of 1.0/M cancer or 0.2 hazard
index. The rule would be implemented in four phases based on either a facility’s priority score (PS) or
the toxic emissions source type as illustrated in Table 2.1. (Priority scores for all potentially affected
facilities are expected to be completed by the end of 2017). Reducing TAC emissions from these
facilities would be in harmony with the aims of the 2010 CAP and, therefore, Rule 11-18 would not
conflict with or obstruct implementation of the 2010 CAP as it is not expected to interfere with any other
District rules and regulations.

Table 2.1 — Rule 11-18 Implementation Phases

Phase Criterion HRASs Risk Reduction Plan
Plans Implementation

1 Cancer PS > 250 or 2017 -2018 2018 —2019 2019 —2022
Non-cancer PS >2.5

2 Cancer PS > 10 or 2019 - 2021 2021 - 2022 2022 — 2025
Non-cancer PS >1.0

3 Diesel Engines 2021 -2023 2023 - 2024 2024 — 2027

4 Retail Gas Stations 2023 —2024 2024 — 2025 2025 —2028

Rule 12-16: Rule 12-16 would establish facility-wide emissions limits for GHGs, PM2s5 and PMio,
NOx, and SO at each of the five Bay Area refineries and three refinery-related facilities. Any affected
facility that exceeds an emission limit would be a violation of the rule. Limiting emissions from these
facilities would be in harmony with the aims of the 2010 CAP and, therefore, Rule 12-16 would not
conflict with or obstruct implementation of the 2010 CAP.

IIL. b, ¢, and d).
Rule 11-18: Rule 11-18 would reduce the health risk level at which facilities must reduce their risk.
There are a large variety of control technologies and measures that could be used to reduce the health

risk posed by a facility. A limited listing of such measures is presented in Table 2.2 below.

Table 2.2 — Risk Reduction Measures and Target Substances

Risk Reduction Measure Substance Group Con.trol
Efficiency
Enclosures Particulates Varied
Capture and Collection Systems VOCs and Particulates Varied
Diesel Particulate Filter Particulates 85%
Baghouse Particulates 99-99.9%
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Risk Reduction Measure Substance Group Con-trol
Efficiency

HEPA filter and pre-filter Particulates 99.9-99.99%
Carbon Adsorption VOCs 90-99%
Thermal and Catalytic Oxidizers VOCs and Inorganic Gases | 98-99.9%
Reduced Throughput or Operating Time VOCS and Particulates Varied
Alternative Technologies Particulates Up to 100%
Product Substitution VOCs Up to 100%
Relocate Source or Stack All TAC Types Not Applicable
Stack Modifications All TAC Types Not Applicable

While the primary purpose of implementing risk reduction measures such as installing air pollution
control equipment or making operational changes is to reduce health risks, some types of control
equipment have the potential to create secondary adverse air quality impacts. For example, increased
NOx emissions could result if VOC emissions are controlled through a combustion process (e.g.,
afterburner) or require additional energy to operate.

Because of the potential for secondary emissions from air pollution control equipment, there is a
potential that sensitive receptors could be exposed to increased pollutant concentrations, which could be
significant. As a result, these potential air quality impacts will be evaluated in the Draft EIR.

Rule 12-16: A number of air quality rules and regulations that apply to refineries are enforced by the
BAAQMD. These existing rules and regulations require: (1) air permits; (2) the use of best available
control technology (BACT); (3) new source review for new emission sources and offsets for new
emissions; (4) control of toxic air contaminants; (5) control of fugitive emission sources including
storage tanks, equipment leaks, bulk loading, and wastewater separators; and (6) control of emissions
from combustion sources, including process heaters, boilers, internal combustion engines, gas turbines,
catalytic cracking and reforming units, and flares. Rule 12-16 could require modifications to refineries
to ensure changes in operations do not result in emissions increases either through the installation of air
pollution control equipment or changes in operations.

Although the primary effect of installing air pollution control equipment is to reduce emissions of a
particular pollutant, e.g., VOCs, some types of control equipment have the potential to create secondary
adverse air quality impacts, e.g., increased NOx emissions if VOC emissions are controlled through a
combustion process (e.g., afterburner) or require additional energy to operate. Control measures aimed
at reducing NOx from stationary sources may use ammonia for control (e.g., selective catalytic
reduction). Ammonia use could result in increased ammonia emissions and, since ammonia is a
precursor to particulate formation, increased particulate formation in the atmosphere. Because of the
potential for secondary emissions from air pollution control equipment, there is a potential that sensitive
receptors could be exposed to increased pollutant concentrations, which could be significant. As a
result, these potential air quality impacts of Rule 12-16 will be evaluated in the Draft EIR.
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I1L e).

Rule 11-18: Rule 11-18 would require facilities that pose significant health risks to develop a plan to
reduce that risk or apply TBARCT to all significant sources of risk at the facility. The measures that a
facility could potentially implement to reduce its risk are listed above in Table 2.2 and generally would
not result in the creation of objectionable odors that could affect a substantial number of people.

Rule 12-16: Rule 12-16 would establish facility-wide emissions limits for GHGs, PM2s5 and PMo,
NOx, and SO» at each of the five Bay Area refineries and three refinery-related facilities. The rule is not
expected to result in an increase in odorous emissions at the refineries. Odorous emissions are not
specifically covered by Rule 12-16 and while not specifically aimed at reducing emissions of
compounds that are considered odorous, e.g., hydrogen sulfide (H>S), which is the primary odorous
compound emitted from the refineries, the rule would not result in an increase in H2S or other odorous
sulfur-containing compounds. Therefore, the rule is not expected to result in an increase in the
generation of emissions that could generate odors.

Conclusions

Implementation of Rule 11-18 would reduce risk from facilities that emit toxic air contaminants
throughout the Bay Area. However, certain risk reduction measures have the potential to increase
emissions of other pollutants, such as GHGs and criteria pollutants. Implementation of Rule 12-16
would prevent refinery emissions of GHGs and some criteria pollutants from increasing. Similarly,
secondary adverse air quality impacts could occur from installing control equipment at individual
refineries in response to changes that could increase emissions of criteria pollutants. Adverse impacts
include increased criteria pollutant and TAC emissions from certain types of air pollution control
equipment. Therefore, potential adverse secondary air quality impacts which could result from
implementing either Rule 11-18 or Rule 12-16 will be evaluated in the Draft EIR. No significant
impacts were identified on air quality plans or the generation of odors and these topics will not be
addressed further in the Draft EIR.
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IV. BIOLOGICAL RESOURCES.

Would the project:

Potentially
Significant
Impact

Less Than
Significant
Impact with
Mitigation
Incorporated

Less-than-
Significant
Impact

No Impact

a) Have a substantial adverse effect, either directly

or through habitat modifications, on any species
identified as a candidate, sensitive, or special
status species in local or regional plans, policies,
or regulations, or by the California Department of
Fish and Wildlife or U.S. Fish and Wildlife
Service?

Rule 11-18

Rule 12-16

oo

oo

oo

NN

b)

Have a substantial adverse effect on any riparian
habitat or other sensitive natural community
identified in local or regional plans, policies, or
regulations, or by the California Department of
Fish and Wildlife or U.S. Fish and Wildlife
Service?

Rule 11-18

Rule 12-16

oo

oo

oo
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Have a substantial adverse effect on federally
protected wetlands as defined by Section 404 of
the Clean Water Act (including, but not limited to,
marsh, vernal pool, coastal wetlands, etc.) through
direct removal, filling, hydrological interruption,
or other means?

Rule 11-18

Rule 12-16

oagd

oo

oo

N

d)

Interfere substantially with the movement of any
native resident or migratory fish or wildlife
species or with established native resident or
migratory wildlife corridors, or impede the use of
native wildlife nursery sites?
Rule 11-18
Rule 12-16

ogd

oo

oo

NN

Conflicting with any local policies or ordinances
protecting biological resources, such as a tree
preservation policy or ordinance?
Rule 11-18
Rule 12-16

oagd

oo

oo

NN
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Potentially Less Than Less-than- No Impact
Significant Significant Significant
Would the project: Impact Impact with Impact
Mitigation
Incorporated
f) Conflict with the provisions of an adopted habitat
conservation plan, natural community
conservation plan, or other approved local,
regional, or state habitat conservation plan?
Rule 11-18 d O | |
Rule 12-16 d O O |

Setting

The BAAQMD covers all of Alameda, Contra Costa, Marin, San Francisco, San Mateo, Santa Clara,
and Napa Counties and portions of southwestern Solano and southern Sonoma Counties. The area of
coverage is vast (about 5,600 square miles) so that land uses vary greatly and include commercial,
industrial, residential, agricultural, and open space uses. A wide variety of biological resources are
located within the Bay Area.

The areas affected by the rules are located in the Bay Area-Delta Bioregion (as defined by the State’s
Natural Communities Conservation Program). This Bioregion is comprised of a variety of natural
communities, which range from salt marshes to chaparral to oak woodland.

Rule 11-18: Hundreds of facilities located throughout the Bioregion would be affected by Rule 11-18.
The facilities that would be affected by Rule 11-18 are expected to be located in developed commercial
and industrial areas within the Bay Area. These commercial/industrial areas have been graded to
develop the various structures, and are typically surrounded by other commercial and industrial
facilities. Native vegetation, other than landscape vegetation, has usually been removed from these
facilities.

Rule 12-16: Four of the refineries affected by the Rule 12-16 are located in Contra Costa County and
one is located in Solano County (Valero). The refineries affected by Rule 12-16 have been developed
with various permanent refinery structures, buildings, operating units and storage tanks. Native
vegetation, other than landscape vegetation, has generally been removed from the refineries to minimize
safety and fire hazards.

Regulatory Background

Biological resources are protected by the City and/or County General Plans through land use and zoning
requirements which minimize or prohibit development in biologically sensitive areas. Biological
resources are also protected by the California Department of Fish and Wildlife, and the U.S. Fish and
Wildlife Service. The U.S Fish and Wildlife Service and National Marine Fisheries Service oversee the
federal Endangered Species Act. Development permits may be required from one or both of these
agencies if development would impact rare or endangered species. The California Department of Fish
and Wildlife administers the California Endangered Species Act which prohibits impacting endangered
and threatened species. The U.S. Army Corps of Engineers and the U.S. Environmental Protection
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Agency (U.S. EPA) regulate the discharge of dredge or fill material into waters of the United States,
including wetlands.

Discussion of Impacts

IV. a), b), and d).

Rule 11-18: The facilities affected by Rule 11-18 are expected to be located in the commercial and
industrial areas within the Bay Area. These commercial/industrial areas have been graded to develop
the various structures, and are typically surrounded by other commercial and industrial facilities. Native
vegetation, other than landscape vegetation, has usually been removed from these facilities.

Similarly, modifications at existing facilities would not interfere substantially with the movement of any
native resident or migratory fish or wildlife species or with native or resident or migratory wildlife
corridors, or impede the use of native wildlife nursery sites. Further, since the Rule 11-18 would
primarily regulate stationary emission sources at commercial or industrial facilities, it would not directly
or indirectly affect riparian habitat or other sensitive natural communities identified in local or regional
plans, policies, or regulations, or identified by the CDFG or U.S. Fish and Wildlife Service. Improved
air quality resulting from Rule 11-18 would be expected to provide health benefits to plant and animal
species in the District.

Rule 12-16: No impacts on biological resources are anticipated from the Rule 12-16 which would apply
to existing refineries. The refinery facilities have been graded and developed, and biological resources,
with the exception of landscape species, have been removed. Construction of any air pollution control
equipment would take place within the operating portions of existing refineries which are void of
biological resources. As a result, there would be no direct or indirect impact on sensitive biological
resources riparian habitats, or protected wetlands. The installation of air pollution control equipment
would also not interfere with the movement of any migratory fish or wildlife species or affect migratory
corridors; would not conflict with local policies or ordinances protecting biological resources; and
would not conflict with an adopted habitat conservation plan.

IV. ¢).

Rule 11-18: No direct or indirect impacts from implementing the Rule 11-18 were identified which
could adversely affect plant and/or animal species in the District. Implementing the Rule 11-18 would
result in installation of new or modifications of existing equipment at commercial or industrial facilities
to control or further control toxic emissions. Existing commercial or industrial facilities are generally
located in appropriately zoned commercial or industrial areas, this work would not impact marshes,
vernal pools, wetlands, etc. For these reasons the rule is not expected to adversely affect protected
wetlands as defined by §404 of the Clean Water Act, including, but not limited to marshes, vernal pools,
coastal wetlands, etc., through direct removal, filling, hydrological interruption or other means.

Rule 12-16: Compliance with the Rule 12-16 could result in the installation of additional air pollution
control equipment at existing refineries. The installation of air pollution control equipment at these
facilities would be consistent with industrial land uses. The operating portions of the existing refineries
do not contain marshes, vernal pools, wetlands, etc. Therefore, construction would not impact these
biological resources. For these reasons the rule is not expected to adversely affect protected wetlands as
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defined by §404 of the Clean Water Act, including, but not limited to marshes, vernal pools, coastal
wetlands, etc., through direct removal, filling, hydrological interruption or other means.

IV. e and f).

Rule 11-18: Rule 11-18 may require modifications at existing industrial or commercial facilities to
control or further control emissions at these affected facilities. As a result, the rule will not conflict with
any land use policies or ordinances protecting biological resources. Similarly, the rule will not conflict
with any habitat conservation or natural community conservation plans, agricultural resources or
operations, and would not create divisions in any existing communities.

Rule 12-16: Rule 12-16 wills not conflict with any land use plans, local policies or ordinances, or
regulations protecting biological resources for the reasons already given. Similarly, the rule is not
expected to conflict with any habitat conservation or natural community conservation plans, agricultural
resources or operations, and would not create divisions in any existing communities.

Conclusions

Based upon the above considerations, significant adverse project-specific impacts to biological resources
are not expected to occur due to implementation of either Rule 11-18 or Rule 12-16 and, therefore, will
not be further evaluated in the Draft EIR.
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V. CULTURAL RESOURCES.

Potentially Less Than Less-than- No Impact
Significant Significant Significant
Would the project: Impact Impe}ct With Impact
Mitigation
Incorporated
a) Cause a substantial adverse change in the
significance of a historical resource as defined in
§15064.5?
Rule 11-18 O O O %}
Rule 12-16 O O O %}
b) Cause a substantial adverse change in the
significance of an archaeological resource
pursuant to §15064.5?
Rule 11-18 O O O 4|
Rule 12-16 O O O 4|
c) Directly or indirectly destroy a unique
paleontological resource or site or unique
geologic feature?
Rule 11-18 O O O %}
Rule 12-16 O O O %}
d) Disturb any human remains, including those
interred outside of formal cemeteries?
Rule 11-18 O O O %}
Rule 12-16 O O O %}

Setting

The BAAQMD covers all of Alameda, Contra Costa, Marin, San Francisco, San Mateo, Santa Clara,
and Napa Counties and portions of southwestern Solano and southern Sonoma Counties. The area of
coverage is vast (about 5,600 square miles) so that land uses vary greatly and include commercial,
industrial, residential, agricultural and open space uses. Cultural resources are defined as buildings,
sites, structures, or objects which might have historical architectural, archaeological, cultural, or
scientific importance.

The Carquinez Strait represents the entry point for the Sacramento and San Joaquin Rivers into the San
Francisco Bay. This locality lies within the San Francisco Bay and the west end of the Central Valley
archaeological regions, both of which contain a rich array of prehistoric and historical cultural
resources. The areas surrounding the Carquinez Strait and Suisun Bay have been occupied for
millennia.
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Regulatory Background

The State CEQA Guidelines define a significant cultural resource as a “resource listed or eligible for
listing on the California Register of Historical Resources” (Public Resources Code §5024.1). A project
would have a significant impact if it would cause a substantial adverse change in the significance of a
historical resource (State CEQA Guidelines §15064.5(b)). A substantial adverse change in the
significance of a historical resource would result from an action that would demolish or adversely alter
the physical characteristics of the historical resource that convey its historical significance and that
qualify the resource for inclusion in the California Register of Historical Resources or a local register or
survey that meets the requirements of Public Resources Code §§50020.1(k) and 5024.1(g).

Discussion of Impacts
V.a, b, ¢ and d).

Rule 11-18: Implementing Rule 11-18 is primarily expected to result in controlling stationary source
emissions at commercial or industrial facilities. Affected facilities are typically located in appropriately
zoned commercial or industrial areas that have previously been graded and developed. Because
stationary source emissions from existing facilities does not typically require extensive cut-and-fill
activities, or excavation, it is unlikely that additional stationary source control measures that may result
from Rule 11-18 will: (1) adversely affect historical or archaeological resources as defined in CEQA
Guidelines §15064.5; (2) destroy unique paleontological resources or unique geologic features; or (3)
disturb human remains interred outside formal cemeteries.

In a small number of cases, the Rule 11-18 may require minor site preparation and grading at an affected
facility to install new or modify existing equipment. Under this circumstance, it is possible that
archaeological or paleontological resources could be uncovered. Even if this circumstance were to
occur, significant adverse cultural resource impacts are not anticipated because there are existing laws in
place that are designed to protect and mitigate potential adverse impacts to cultural resources. As with
any construction activity, should archaeological resources be found during construction that results from
implementing the rule, the activity would cease until a thorough archaeological assessment is conducted.

Rule 12-16: No impacts on cultural resources are anticipated from the Rule 12-16 that would apply to
existing refineries. Historic resources are typically not located within refineries and no demolition
activities are expected to be required. As a result, no impacts on historic resources are expected.
Construction activities would be limited to areas within existing refineries boundaries, i.e., within areas
that have already been graded and developed. Therefore, construction activities are not expected to
impact cultural resources, including historical and archaeological resources, either directly or indirectly,
or disturb human remains.

Notice of Preparation/Initial Study Page 2-23 October 2016
Regulation11, Rules 18 and Regulation 12, Rule 16



Bay Area Air Quality Management District Chapter 2

Conclusions

Based upon the above considerations, significant adverse project-specific impacts to cultural resources
are not expected to occur due to implementation of Rule 11-18 and 12-16 and, therefore, will not be
further evaluated in the Draft EIR.
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VI

GEOLOGY AND SOILS.
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Potentially Less Than Less-than- No Impact
Significant Significant Significant
Would the project: Impact Impact with Impact
Mitigation
Incorporated

e) Have soils incapable of adequately supporting the
use of septic tanks or alternative wastewater
disposal systems in areas where sewers are not
available for the disposal of wastewater?

Rule 11-18
Rule 12-16

oagd
oagd
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Setting

The BAAQMD covers all of Alameda, Contra Costa, Marin, San Francisco, San Mateo, Santa
Clara, and Napa Counties and portions of southwestern Solano and southern Sonoma Counties.
The area of coverage is vast (about 5,600 square miles) so that land uses vary greatly and include
commercial, industrial, residential, agricultural, and open space uses. The facilities affected by the
rules are located primarily in commercial and industrial areas within the Bay Area.

The affected facilities are located in the natural region of California known as the Coast Ranges
geomorphic province. The province is characterized by a series of northwest trending ridges and
valleys controlled by tectonic folding and faulting, examples of which include the Suisun Bay, East
Bay Hills, Briones Hills, Vaca Mountains, Napa Valley, and Diablo Ranges.

Regional basement rocks consist of the highly deformed Great Valley Sequence, which include
massive beds of sandstone inter-fingered with siltstone and shale. Unconsolidated alluvial deposits,
artificial fill, and estuarine deposits, (including Bay Mud) underlie the low-lying region along the
margins of the Carquinez Straight and Suisun Bay. The estuarine sediments found along the
shorelines of Solano County are soft, water-saturated mud, peat and loose sands. The organic, soft,
clay-rich sediments along the San Francisco and San Pablo Bays are referred to locally as Bay Mud
and can present a variety of engineering challenges due to inherent low strength, compressibility
and saturated conditions. Landslides in the region occur in weak, easily weathered bedrock on
relatively steep slopes.

The San Francisco Bay Area is a seismically active region, which is situated on a plate boundary
marked by the San Andreas Fault System. Several northwest trending active and potentially active
faults are included with this fault system. Under the Alquist-Priolo Earthquake Fault Zoning Act,
Earthquake Fault Zones were established by the California Division of Mines and Geology along
“active” faults, or faults along which surface rupture occurred in Holocene time (the last 11,000
years). In the Bay area, these faults include the San Andreas, Hayward, Rodgers Creek-Healdsburg,
Concord-Green Valley, Greenville-Marsh Creek, Seal Cove/San Gregorio and West Napa faults.
Other smaller faults in the region classified as potentially active include the Southampton and
Franklin faults.

Ground movement intensity during an earthquake can vary depending on the overall magnitude,
distance to the fault, focus of earthquake energy, and type of geological material. Areas that are
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underlain by bedrock tend to experience less ground shaking than those underlain by
unconsolidated sediments such as artificial fill. Earthquake ground shaking may have secondary
effects on certain foundation materials, including liquefaction, seismically induced settlement, and
lateral spreading.

Regulatory Background

Construction is regulated by local City or County building codes and ordinances that regulate
construction, grading, excavations, use of fill, and foundation work including type of materials,
design, procedures, etc. which are intended to limit the probability of occurrence and the severity of
consequences from geological hazards. Necessary permits, plan checks, and inspections are
generally required.

All City or County General Plans include a Safety Element. The Element identifies seismic hazards
and their location in order that they may be taken into account in the planning of future
development. The California Building Code is the principle mechanism for protection against and
relief from the danger of earthquakes and related events.

In addition, the Seismic Hazard Zone Mapping Act (Public Resources Code §§2690 — 2699.6) was
passed by the California legislature in 1990 following the Loma Prieta earthquake. The act required
that the California Division of Mines and Geology (DMG) develop maps that identify the areas of
the state that require site specific investigation for earthquake-triggered landslides and/or potential
liquefaction prior to permitting most urban developments. The act directs cities, counties, and state
agencies to use the maps in their land use planning and permitting processes.

Local governments are responsible for implementing the requirements of the Seismic Hazards
Mapping Act. The maps and guidelines are tools for local governments to use in establishing their
land use management policies and in developing ordinances and review procedures that will reduce
losses from ground failure during future earthquakes.

Discussion of Impacts
VI. a, ¢, and d).

Rule 11-18: The rule will not directly expose people or structures to earthquake faults, seismic shaking,
seismic-related ground failure including liquefaction, landslides, mudslides or substantial soil erosion,
as BAAQMD rules or regulations do not directly or indirectly result in construction of new structures.
Some new structures, or structural modifications at existing affected facilities may occur as a result of
installing control equipment or making process modifications. In any event, existing affected facilities
or modifications to existing facilities would be required to comply with relevant California Building
Code requirements in effect at the time of initial construction or modification of a structure.

New structures must be designed to comply with the California Building Code Zone 4 requirements
since the Air District is located in a seismically active area. The local cities or counties are responsible
for assuring that projects comply with the Uniform Building Code and can conduct inspections to ensure
compliance. The California Building Code is considered to be a standard safeguard against major
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structural failures and loss of life. The goal of the Code is to provide structures that will: (1) resist
minor earthquakes without damage; (2) resist moderate earthquakes without structural damage but with
some non-structural damage; and (3) resist major earthquakes without collapse but with some structural
and non-structural damage. The California Building Code bases seismic design on minimum lateral
seismic forces ("ground shaking") and operates on the principle that providing appropriate foundations,
among other aspects, helps to protect buildings from failure during earthquakes. The basic formulas
used for the California Building Code seismic design require determination of the seismic zone and site
coefficient, which represents the foundation conditions at the site.

Any potentially affected facilities that are located in areas where there has been historic occurrence of
liquefaction, e.g., coastal zones, or existing conditions indicate a potential for liquefaction, including
expansive or unconsolidated granular soils and a high water table, may have the potential for
liquefaction induced impacts at the project sites. The California Building Code requirements consider
liquefaction potential and establish more stringent requirements for building foundations in areas
potentially subject to liquefaction. Therefore, compliance with the California Building Code
requirements is expected to minimize the potential impacts associated with liquefaction. The issuance
of building permits from the local cities or counties will assure compliance with the California Building
Code requirements. Therefore, no significant impacts from liquefaction are expected.

Because facilities affected by any Air District control equipment requirements are typically located in
industrial or commercial areas, which are not usually located near known geological hazards (e.g.,
landslide, mudflow, seiche, or volcanic hazards), no significant adverse geological impacts are expected.
In addition, although refineries and possibly other facilities are located along the shoreline and may be
affected by flooding from tsunamis, modifying existing equipment or installing new equipment to
further control emissions from an existing facility will not expose people to new risks from tsunamis.

Rule 12-16: The petroleum refineries affected by Rule 12-16 already exist and operate within the
confines of existing industrial facilities in the Bay Area. Construction activities could be required to
install air pollution control equipment associated with complying with the refinery-wide emissions
limits. Any substantial construction activities associated with new refinery equipment would occur
within the confines of existing refineries and would be required to comply with the California Building
Code. The California Building Code is considered to be a standard safeguard against major structural
failures and loss of life. Any construction at industrial facilities regulated by the rule will be constructed
in compliance with the California Building Code. The goal of the code is to provide structures that will:
(1) resist minor earthquakes without damage; (2) resist moderate earthquakes without structural damage,
but with some non-structural damage; and (3) resist major earthquakes without collapse, but with some
structural and non-structural damage. The California Building Code bases seismic design on minimum
lateral seismic forces ("ground shaking"). The California Building Code requirements operate on the
principle that providing appropriate foundations, among other aspects, helps to protect buildings from
failure during earthquakes. The basic formulas used for the California Building Code seismic design
require determination of the seismic zone and site coefficient, which represent the foundation conditions
at the site. Compliance with the California Building Code would minimize the impacts associated with
existing geological hazards.

Any new development at the petroleum refineries affected by the rule would be required to obtain
building permits, as applicable, for new foundations and structures at any site. The issuance of building
permits from the local agency will assure compliance with the California Building Code, which include
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requirements for building within seismic hazard zones. No significant impacts from seismic hazards are
expected since the construction of any new structures would be required to comply with the California
Building Code.

Because facilities affected by any Air District control equipment requirements are typically located in
industrial or commercial areas, which are not usually located near known geological hazards (e.g.,
landslide, mudflow, seiche, or volcanic hazards), no significant adverse geological impacts are expected.
In addition, although refineries and possibly other facilities are located along the shoreline and may be
affected by flooding from tsunamis, modifying existing equipment or installing new equipment to
further control emissions from an existing facility will not expose people to new risks from tsunamis.

VL b).

Rule 11-18: Although Rule 11-18 may require modifications at existing industrial or commercial
facilities, such modifications are not expected to require substantial grading or construction activities.
Any new air pollution control equipment is not expected to substantially increase the area subject to
compaction since the subject areas would be limited in size and, typically, have already been graded or
displaced in some way. Therefore, significant adverse soil erosion impacts are not anticipated from
implementing Rule 11-18.

Rule 12-16: Any construction activities would be limited to the confines of existing refineries which are
already graded and developed. Rule 12-16 is not expected to result in substantial soil erosion or the loss
of topsoil as construction activities would be limited to areas that have been already been graded and
developed, and adjacent to other existing refinery operations.

VI e).

Rule 11-18: The CEQA environmental checklist includes a discussion of septic tanks and alternative
wastewater disposal systems within the discussion of Geology and Soils. Therefore, a discussion of
septic tanks and alternative septic systems is included herein for completeness. Septic tanks or other
similar alternative wastewater disposal systems are typically associated with small residential projects in
remote areas. The rule does not contain any requirements which generate construction of residential
projects in remote areas. Rule 11-18 would only affect existing industrial or commercial facilities,
which already are hooked up to appropriate sewerage facilities, and therefore no impacts on septic tanks
or alternative wastewater disposal systems are expected.

Rule 12-16: Septic tanks or other similar alternative wastewater disposal systems are typically
associated with small residential projects in remote areas. Rule 12-16 would only affect existing
refineries that are already connected to appropriate wastewater facilities. Based on these considerations,
septic tanks or other alternative wastewater disposal systems are not expected to be impacted by Rule
12-16.
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Conclusions

Based upon the above considerations, significant adverse project-specific impacts to geology and soils
are not expected to occur due to implementation of Rule 11-18 and 12-16 and, therefore, will not be
further evaluated in the Draft EIR.
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VII. GREENHOUSE GAS EMISSIONS.
Potentially Less Than Less-than- No Impact
Significant Significant Significant
Would the project: Impact Impact with Impact
Mitigation
Incorporated
a) Generate greenhouse gas emissions, either
directly or indirectly, that may have a significant
impact on the environment?
Rule 11-18 ] O | O
Rule 12-16 ] O | O
b) Conflict with an applicable plan, policy or
regulation adopted for the purpose of reducing the
emissions of greenhouse gases?
Rule 11-18 O O 4] O
Rule 12-16 % O O O

Setting

Global climate change refers to changes in average climatic conditions on the earth as a whole,
including temperature, wind patterns, precipitation and storms. Global warming, a related concept, is
the observed increase in the average temperature of the earth’s surface and atmosphere. One identified
cause of global warming is an increase of greenhouse gases (GHGs) in the atmosphere. The six major
GHGs identified by the Kyoto Protocol are carbon dioxide (CO2), methane (CH4), nitrous oxide (N2O),
sulfur hexafluoride (SF¢), haloalkanes (HFCs), and perfluorocarbons (PFCs). The GHGs absorb
longwave radiant energy reflected by the earth, which warms the atmosphere. GHGs also radiate
longwave radiation both upward to space and back down toward the surface of the earth. The
downward part of this longwave radiation absorbed by the atmosphere is known as the "greenhouse
effect." Some studies indicate that the potential effects of global climate change may include rising
surface temperatures, loss in snow pack, sea level rise, more extreme heat days per year, and more
drought years.

Events and activities, such as the industrial revolution and the increased combustion of fossil fuels (e.g.,
gasoline, diesel, coal, etc.), have heavily contributed to the increase in atmospheric levels of GHGs.
Approximately 80 percent of GHG emissions in California are from fossil fuel combustion and over 70
percent of GHG emissions are carbon dioxide emissions (BAAQMD, 2010).

Regulatory Background

In response to growing scientific and political concern regarding global climate change, California has
taken the initiative to address the state’s greenhouse gas emissions. California has adopted the Global
Warming Solutions Act of 2006, also known as AB 32, which requires the state to reduce its GHG
emissions to 1990 levels by 2020. In addition, in 2005 Governor Schwarzenegger adopted Executive
Order S-3-05, which commits to achieving an 80 percent reduction below 1990 levels by 2050. The
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California Air Resources Board (CARB) has begun implementation of these mandates through adoption
of regulatory requirements to reduce GHG emissions (among other agency implementation actions).
Major sources of GHG emissions are under CARB's AB32 cap and trade program, which established a
limit on GHG emissions for each source. GHG emissions over the limit require additional GHG
emission reductions or purchase of GHG emission credits from sources that had excess emission credits.

Senate Bills 1078 and 107 and Executive Order S-14-08 (2008): SB 1078 (Chapter 516, Statutes of
2002) required retail sellers of electricity to provide at least 20 percent of their supply from renewable
sources by 2017. SB 107 (Chapter 464, Statutes of 2006) changed the target date to 2010. In November
2008, then Governor Schwarzenegger signed EO S-14-08, which expands the state’s Renewable
Portfolio Standard to 33 percent renewable power by 2020. Governor Brown signed EO B-30-15 in
2015 in order to reduce GHG emissions by 40 percent below 1990 levels by 2030 to ensure California
meets its target of reducing GHG emissions to 80 percent of 1990 levels by 2050.

The Clean Energy and Pollution Reduction Act of 2015, SB 350 (Chapter 547, Statutes of 2015) was
approved by Governor Brown on October 7, 2015. SB 350 will (1) increase the standards of the
California RPS program by requiring that the amount of electricity generated and sold to retail
customers per year from eligible renewable energy resources be increased to 50 percent by December
31, 2030; (2) require the State Energy Resources Conservation and Development Commission to
establish annual targets for statewide energy efficiency savings and demand reduction that will achieve
a cumulative doubling of statewide energy efficiency savings in electricity and natural gas final end uses
of retail customers by January 1, 2030; (3) provide for the evolution of the Independent System
Operator (ISO) into a regional organization; and (4) require the state to reimburse local agencies and
school districts for certain costs mandated by the state through procedures established by statutory
provisions.

SB 862: In June 2014, SB 862 (Chapter 36, Statutes of 2014) established long-term funding programs
from the Cap and Trade program for transit, sustainable communities and affordable housing, and high
speed rail. SB 862 allocates 60 percent of ongoing Cap and Trade revenues, beginning in 2015-2016, to
these programs. The remaining 40 percent is to be determined by future legislatures. A minimum of 25
percent of Cap and Trade dollars must go to projects that provide benefits to disadvantaged
communities, and a minimum of 10 percent must go to projects located within those disadvantaged
communities. In addition, this bill established the CalRecycle Greenhouse Gas Reduction Revolving
Loan Program and Fund.

Most recently, SB 32 was signed into law in September 2016 and requires the California Air Resources
Board (ARB) to ensure that statewide greenhouse gas emissions are reduced to 40% below the 1990
level by 2030. ARB is developing a 2030 Target Scoping Plan to implement this charge and expects to
release a draft of the plan around the end of the year.

At the federal level, the U.S. EPA has adopted GHG emissions limits for new light-duty cars and trucks.
This regulation of mobile sources has in turn triggered New Source Review and Title V permitting
requirements for stationary sources. These requirements include using Best Available Control
Technology to control emissions from major facilities. In addition, the U.S. EPA is also in the process
of adopting New Source Performance Standards for major GHG source categories (currently limited to
electric utility generating units).
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The U.S. Congress passed “The Consolidated Appropriations Act of 2008” (HR 2764) in December
2007, which requires reporting of GHG data and other relevant information from large emission sources
and suppliers in the United States. The Rule is referred to as 40 Code of Federal Regulations (CFR) 4
Part 98 - Greenhouse Gas Reporting Program (GHGRP). Facilities that emit 25,000 metric tonnes or
more per year of GHGs are required to submit annual reports to U.S. EPA.

Discussion of Impacts
VIL a).

Rule 11-18: Rule 11-18 is designed to reduce the health risk associated with facilities that emit toxic air
contaminants. There are several ways the risk associated with a facility can be reduced, which are
outline in Table 2. 2. Included under this listing are:

e Enclosures and collection systems for particulate matter TACs;
e Filtration for toxic aerosols and particulate matter;

e Carbon adsorption and adsorption-oxidation systems for VOCs;
e Chemical absorption for VOCs;

e Thermal and catalytic oxidation for inorganic gases (such as hydrogen sulfide) and organic
compounds; and

e Combination systems for the control of halogenated VOCs;

Each of the control options listed above has associated with it the potential to increase use of fuels, for
combustion sources (e.g., electricity, natural gas, or refinery fuel gas), potentially generating additional
greenhouse gas emission impacts. Construction activities for new and modified control devices may also
result in GHG emissions. Therefore, GHG impacts from Rule 11-18 will be evaluated in the Draft EIR.

Rule 12-16: Rule 12-16 is designed to limit facility-wide emissions of GHGs and three criteria
pollutants from the five petroleum refineries located within the jurisdiction of the BAAQMD. Rule 12-
16 sets limits on the amount of these pollutants each refinery could emit annually and could require the
installation of additional air pollution control equipment or modification of refinery operations to ensure
each refinery stays within those limits. The rule could require new construction activities and the
operation of new/modified refinery equipment. While, the goal of Rule 12-16 is to minimize overall
refinery emissions, however, refinery modifications could result in the increased use of fuel for
combustions sources (e.g., electricity, natural gas, or refinery fuel gas), potentially generating additional
greenhouse gas emission impacts. As a result, the impacts of this rule on greenhouse gases will be
further evaluated in the Draft EIR.

VII. b).

Rule 11-18: Rule 11-18 would require facilities that pose a health risk in excess of a risk action level
either reduce risks below the thresholds or apply TBARCT. However, these requirements would not
conflict with any efforts by the state or the Air District to reduce GHG emissions. Because no potential
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conflicts on GHG plans, policies or regulations were identified, this topic will not be evaluated in the
Draft EIR for Rule 11-18.

Rule 12-16: As written, Rule 12-16 would have a direct impact on GHG emissions from all Bay Area
refineries by setting an upper limit on the amount of GHGs each refinery can emit. The AB 32 Cap and
Trade program allows covered facilities to buy and sell GHG emissions credits. Under Rule 12-16, Bay
Area refineries would not be allowed to purchase GHG credits that would allow an increase in excess of
the refinery-wide GHG limit. So, theoretically, under the Cap and Trade program, the GHG emissions
of an individual refinery could increase while the overall goals of the program are being met. Because
the GHG limits of Rule 12-16 could conflict with this aspect of the ARB’s AB32 cap and trade program,
the potential impacts of this conflict will be evaluated in the Draft EIR.

Conclusions

Based upon the above considerations, the potential GHG emissions associated with Rules 11-18 and 12-
16 will be evaluated in the Draft EIR. No significant impacts on GHG plans, policies, or regulations
were identified for Rule 11-18, so this topic will not be addressed further in the Draft EIR for Rule 11-
18. However, potentially significant impacts were identified for Rule 12-16, and therefore this topic
will be addressed in the Draft EIR.
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Potentially Less Than Less-than- No Impact
Significant Significant Significant
Would the project: Impact Impgct Wlth Impact
Mitigation
Incorporated
h) Expose people or structures to a significant risk of
loss, injury or death involving wildland fires,
including where wildlands are adjacent to
urbanized areas or where residences are
intermixed with wildlands?
Rule 11-18 O O 4] O
Rule 12-16 O O a M

Setting

The BAAQMD covers all of Alameda, Contra Costa, Marin, Napa, San Francisco, San Mateo, and
Santa Clara Counties, and potions of western Solano and southern Sonoma Counties. Because the area
of coverage is vast (approximately 5,600 square miles), land uses vary greatly and include commercial,
industrial, residential, and agricultural uses.

Facilities and operations within the Air District handle and process substantial quantities of flammable
materials and acutely toxic substances. Accidents involving these substances can result in worker or
public exposure to fire, heat, blast from an explosion, or airborne exposure to hazardous substances.

Fires can expose the public or workers to heat. The heat decreases rapidly with distance from the flame
and therefore poses a greater risk to workers at specific facilities where flammable materials and toxic
substances are handled than to the public. Explosions can generate a shock wave, but the risks from
explosion also decrease with distance. Airborne releases of hazardous materials may affect workers or
the public, and the risks depend upon the location of the release, the hazards associated with the
material, the winds at the time of the release, and the proximity of receptors.

For all facilities and operations handling flammable materials and toxic substances, risks to the public
are reduced if there is a buffer zone between process units and residences or if prevailing winds blow
away from residences. Thus, the risks posed by operations at a given facility or operation are unique
and determined by a variety of factors.

Rule 11-18 has the potential to affect a large variety of facilities that emit toxic pollutants, including
petroleum refineries, chemical plants, foundries, a cement kiln, gasoline dispensing facilities, data
centers, hospitals, crematoria, residential buildings, fire stations, schools and universities, military
installations, etc. Rule 12-16 would affect petroleum refineries that handle and process large quantities
of flammable, hazardous, and acutely hazardous materials. Accidents involving these substances can
result in worker or public exposure to fire, heat, blast from an explosion, or airborne exposure to
hazardous substances.
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The potential hazards associated with handling such materials are a function of the materials being
processed, processing systems, and procedures used to operate and maintain the facilities where they
exist. The hazards that are likely to exist are identified by the physical and chemical properties of the
materials being handled and their process conditions, including the following events.

e Toxic gas clouds: Toxic gas clouds are releases of volatile chemicals (e.g., anhydrous ammonia,
chlorine, and hydrogen sulfide) that could form a cloud and migrate off-site, thus exposing the
public. “Worst-case” conditions tend to arise when very low wind speeds coincide with an
accidental release, which can allow the chemicals to accumulate rather than disperse.

e Torch fires (gas and liquefied gas releases), flash fires (liquefied gas releases), pool fires, and
vapor cloud explosions (gas and liquefied gas releases): The rupture of a storage tank or vessel
containing a flammable gaseous material (like propane), without immediate ignition, can result in a
vapor cloud explosion. The “worst-case” upset would be a release that produces a large aerosol
cloud with flammable properties. If the flammable cloud does not ignite after dispersion, the cloud
would simply dissipate. If the flammable cloud were to ignite during the release, a flash fire or
vapor cloud explosion could occur. If the flammable cloud were to ignite immediately upon release,
a torch fire would ensue.

e Thermal Radiation: Thermal radiation is the heat generated by a fire and the potential impacts
associated with exposure. Exposure to thermal radiation would result in burns, the severity of which
would depend on the intensity of the fire, the duration of exposure, and the distance of an individual
to the fire.

e Explosion/Overpressure: Process vessels containing flammable explosive vapors and potential
ignition sources are present at many types of industrial facilities. Explosions may occur if the
flammable/explosive vapors came into contact with an ignition source. An explosion could cause
impacts to individuals and structures in the area due to overpressure.

For all affected facilities, risks to the public are reduced if there is a buffer zone between industrial
processes and residences or other sensitive land uses, or the prevailing wind blows away from residential
areas and other sensitive land uses. The risks posed by operations at each facility are unique and
determined by a variety of factors. The areas affected by the rules are typically located in industrial
areas.

Regulatory Background

There are many federal and state rules and regulations that facilities handling hazardous materials must
comply with which serve to minimize the potential impacts associated with hazards at these facilities.

Under the Occupational Safety and Health Administration (OSHA) regulations [29 Code of Federal
Regulations (CFR) Part 1910], facilities which use, store, manufacture, handle, process, or move highly
hazardous materials must prepare a fire prevention plan. In addition, 29 CFR Part 1910.119, Process
Safety Management (PSM) of Highly Hazardous Chemicals, and Title 8 of the California Code of
Regulations, General Industry Safety Order §5189, specify required prevention program elements to
protect workers at facilities that handle toxic, flammable, reactive, or explosive materials.
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Section 112 (1) of the Clean Air Act Amendments of 1990 [42 U.S.C. 7401 et. Seq.] and Article 2,
Chapter 6.95 of the California Health and Safety Code require facilities that handle listed regulated
substances to develop Risk Management Programs (RMPs) to prevent accidental releases of these
substances, U.S. EPA regulations are set forth in 40 CFR Part 68. In California, the California
Accidental Release Prevention (CalARP) Program regulation (CCR Title 19, Division 2, Chapter 4.5)
was issued by the Governor’s Office of Emergency Services (OES). RMPs consist of three main
elements: a hazard assessment that includes off-site consequences analyses and a five-year accident
history, a prevention program, and an emergency response program. California is proposing
modifications to the CalARP Program along with the state’s PSM program in response to an accident at
the Chevron Richmond Refinery. The regulations were released for public comment on July 15, 2016
and the public comment period closes on September 15, 2016.

Affected facilities that store materials are required to have a Spill Prevention Control and
Countermeasures (SPCC) Plan per the requirements of 40 Code of Federal Regulations, §112. The
SPCC is designed to prevent spills from on-site facilities (e.g., storage tanks) and includes requirements
for secondary containment, provides emergency response procedures, establishes training requirements,
and so forth.

The Hazardous Materials Transportation (HMT) Act is the federal legislation that regulates
transportation of hazardous materials. The primary regulatory authorities are the U.S. Department of
Transportation, the Federal Highway Administration, and the Federal Railroad Administration. The
HMT Act requires that carriers report accidental releases of hazardous materials to the Department of
Transportation at the earliest practical moment (49 CFR Subchapter C). The California Department of
Transportation (Caltrans) sets standards for trucks in California. The regulations are enforced by the
California Highway Patrol.

California Assembly Bill 2185 requires local agencies to regulate the storage and handling of hazardous
materials and requires development of a business plan to mitigate the release of hazardous materials.
Businesses that handle any of the specified hazardous materials must submit to government agencies
(i.e., fire departments), an inventory of the hazardous materials, an emergency response plan, and an
employee training program. The information in the business plan can then be used in the event of an
emergency to determine the appropriate response action, the need for public notification, and the need
for evacuation.

Contra Costa County has adopted an industrial safety ordinance that addresses the human factors that
lead to accidents. The ordinance requires stationary sources to develop a written human factors program
that considers human factors as part of process hazards analyses, incident investigations, training,
operating procedures, among others.

Discussion of Impacts
VIII. a, b, and c).
Rule 11-18: Rule 11-18 has the potential to create direct or indirect hazard impacts associated with

affected facility modifications employed to reduce risks. The rule is designed to reduce health risk
associated with the emissions of TACs from existing stationary sources in the Bay Area. The rule is not
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expected to require substantial new development. Any new air pollution control equipment or
enclosures would be expected to occur within existing commercial or industrial facilities. The rule is
expected to increase the control and capture of TACs, thus limiting TAC emissions and exposure to
TACs and ultimately, reduce health risks.

Facility modifications associated with the rule are largely expected to include limiting throughput or
hours of operations; increased use of diesel particulate filters; additional enclosures and bag houses, and
thermal oxidizers or carbon adsorption systems. The hazards associated with the use of these types of
air pollution control equipment and systems are minimal.

e Limiting throughput or hours of operations would not result in increased hazards as no new
equipment, hazardous materials uses, or hazards would be generated.

e Diesel particulate filters and baghouses are not expected to result in additional hazards as they
would simply filter exhaust.

Operation of carbon adsorption systems has potential hazards associated with the desorption cycle when
there is minor risk for explosion or release of VOC into the atmosphere. Carbon adsorption systems
may also represent a fire risk during operation when carbon particles are saturated with volatile organic
compounds. The potential hazard impacts would depend on the flammability of the material,
concentration of VOC adsorbed into the activated carbon, ambient oxygen levels, characteristics of the
carbon adsorption system, and the operating conditions. Carbon adsorption units would concentrate
hazardous organic compound into the spent carbon, requiring recycling or disposal.

The risk of explosion or release of VOC from carbon adsorption systems is not expected to be
significant. The engineering specifications for a carbon adsorption unit are typically designed to operate
within an acceptable range of temperatures for the carbon bed. Good engineering practice means this
range of temperatures should not exceed the lower explosive limit (LEL) of the compound(s) being
adsorbed. There is little risk of fire if the LEL is not exceeded.

Oxidation systems can be susceptible to compressor failure and flame flashbacks, particularly during
startup and shutdown. As a result, oxidation systems could pose potential hazard risks primarily to
workers or to a lesser extent the public in the event of explosions or fires. Oxidation systems historically
have a good safety record when operated properly according to the manufacturers’ instruction. Proper
tune-up and maintenance is also important and necessary to avoid failures or explosions. When
installed, operated, and maintained properly, oxidation systems are not expected to create fire or
explosion hazards to workers or the public in general.

In addition to following good engineering practice for both oxidization systems, thermal oxidizers and
carbon adsorption systems, Health and Safety Code §25506 specifically requires all businesses handling
hazardous materials to submit a business emergency response plan to assist local administering agencies
in the event of an emergency release or threatened release of a hazardous material. Business emergency
response plans generally require the following:

e Types and quantities of hazardous materials used and their locations;

e Training programs for employees including safe handling of hazardous materials and emergency
response procedures and resources.
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e Procedures for emergency response notification;
e Proper use of emergency equipment;

e Procedures to mitigate a release or threatened release of hazardous materials and measures to
minimize potential harm or damage to individuals, property, or the environment; and

e Evacuation plans and procedures.

Hazardous materials are expected to be used in compliance with established OSHA or Cal/OSHA
regulations and procedures, including providing adequate ventilation, using recommended personal
protective equipment and clothing, posting appropriate signs and warnings, and providing adequate
worker health and safety training. The exposure of employees is regulated by Cal-OSHA in Title 8 of
the CCR. Specifically, 8 CCR 5155 establishes permissible exposure levels (PELs) and short-term
exposure levels (STELs) for various chemicals. These requirements apply to all employees. The PELs
and STELs establish levels below which no adverse health effects are expected. These requirements
protect the health and safety of the workers, as well as the nearby population including sensitive
receptors.

In general, all local jurisdictions and all facilities using a minimum amount of hazardous materials are
required to formulate detailed contingency plans to eliminate, or at least minimize, the possibility and
effect of fires, explosion, or spills. In conjunction with the California Office of Emergency Services,
local jurisdictions have enacted ordinances that set standards for area and business emergency response
plans. These requirements include immediate notification, mitigation of an actual or threatened release
of a hazardous material, and evacuation of the emergency area.

The above regulations provide comprehensive measures to reduce hazards of explosive or otherwise
hazardous materials. Compliance with these and other federal, state and local regulations and proper
operation and maintenance of equipment should ensure the potential for explosions or accidental
releases of hazardous materials is not significant. Therefore, the rule is not expected to create a
significant hazard to the public or environment.

Schools may be located within a quarter mile of commercial, industrial or institutional facilities affected
by Rule 11-18. It would be expected that these facilities are taking the appropriate and required actions
to ensure proper handling or hazardous materials, substances or wastes near school sites. The rule
would not generate hazardous emissions, handling of hazardous or acutely hazardous materials,
substances or waste within one-quarter mile of an existing or proposed school. Rather, the rule would
be more likely to control TACs from existing facilities near school sites. Therefore, no increase in
hazardous emissions from implementation of Rule 11-18 would be expected.

Rule 12-16: Rule 12-16 has the potential to create direct or indirect hazard impacts associated with
refinery modifications. The requirement to limit refinery emissions of certain pollutants could result in
additional construction activities at the refineries, refinery modifications, and/or changes in refinery
operations. Some refinery modifications and changes in operations could generate additional hazard
impacts. In particular, NOx emission reduction measures could result in the increased use of ammonia,
which is a hazardous material, in selective catalytic reduction (SCR) units. These potential hazard
impacts will be further evaluated in the Draft EIR.
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VIIIL. d). Government Code §65962.5 requires creation of lists of facilities that may be subject to
Resource Conservation and Recovery Act (RCRA) permits or site cleanup activities.

Rule 11-18: It is not known if the affected commercial or industrial facilities are located on the
hazardous materials sites list pursuant to Government Code §65962.5. However, the rule is expected to
increase the control of TAC emissions and would not interfere with site cleanup activities or create
additional site contamination, and would not create a significant hazard to the public or environment.

Rule 12-16: The refineries affected by the rule may be located on the hazardous materials sites list
pursuant to Government Code §65962.5. The refineries would be required to manage any and all
hazardous materials in accordance with federal, state and local regulations. Rule 12-16 is not expected
to interfere with site cleanup activities or create additional site contamination. Therefore, this topic is
less than significant and will not be further evaluated in the Draft EIR.

VIIL. e and f).

Rules 11-18 and 12-16: Neither rule is expected to result in a safety hazard for people residing or
working within two miles or a public airport or air strip. No impacts on airports or airport land use
plans are anticipated from the rules, which are expected to increase the control of criteria and toxic
pollutant emissions. Modifications are expected to be confined to the existing commercial or industrial
land uses. Therefore, no significant adverse impacts on an airport land use plan or on a private air strip
are expected.

VIIL. g). Rules 11-18 and 12-16: No impacts on emergency response plans are anticipated from Rule
11-18 and Rule 12-16 that would apply to existing facilities (including refineries, etc.). The facilities
affected by the rules already exist and operate within the confines of existing industrial facilities. The
rules neither require, nor are likely to result in, activities that would impact any emergency response
plan. The existing facilities affected by the rules already store and transport hazards materials, so
emergency response plans already include hazards associated with existing refinery operations. The
rules are not expected to require any changes in emergency response planning. Therefore, no significant
adverse impacts on emergency response plans are expected.

VIIL h). Rules 11-18 and 12-16: No increase in hazards associated with wildfires is anticipated from
Rule 11-18 or Rule 12-16. The existing facilities (including petroleum refineries, etc.) affected by the
rules already exist and operate within the confines of existing commercial or industrial facilities. Native
vegetation has been removed from the operating portions of the affected facilities to minimize fire
hazards. Neither Rule 11-18 nor Rule 12-16 is expected to increase the risk of hazards associated with
wildland fires in general and specifically in areas with flammable materials. Therefore, neither Rule 11-
18 nor Rule 12-16 would expose people or structures to significant risk of loss, injury or death involving
wildland fires.

Conclusions

Rule 11-18: Based upon these considerations, no significant adverse hazards and hazardous materials
impacts are expected from the implementation of Rule 11-18.
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Rule 12-16: Based upon the above considerations, the potential refinery hazards that may be introduced
due to compliance with Rule 12-16 will be evaluated in the Draft EIR (VIIIL. a, b, and c¢). No significant
hazard impacts on sites listed pursuant to Government Code §65962.5, public airports or airstrips,
emergency response plans or hazards associated with wildfires are expected, and these topics will not be
addressed further in the Draft EIR.
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IX. HYDROLOGY AND WATER QUALITY.
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Potentially Less Than Less-than- No Impact
Significant Significant Significant
Would the project: Impact Impact with Impact
Mitigation
Incorporated
g) Place housing within a 100-year flood hazard
area, as mapped on a federal Flood Hazard
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flood hazard delineation map?
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flows
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loss, injury or death involving flooding, including
flooding as a result of the failure of a levee or
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Rule 11-18 d O a ]
Rule 12-16 O O a M
j) Inundation by seiche, tsunami, or mudflow?
Rule 11-18 O O O M
Rule 12-16 O O O 4}

Setting

The BAAQMD covers all of Alameda, Contra Costa, Marin, San Francisco, San Mateo, Santa Clara,
and Napa Counties and portions of southwestern Solano and southern Sonoma Counties. The area of
coverage is vast (about 5,600 square miles), so that land uses and affected environment vary
substantially throughout the area and include commercial, industrial, residential, agricultural, and open
space uses.

The facilities affected by the rule are located within all counties under the jurisdiction of the BAAQMD.
Affected areas are generally surrounded by other industrial or commercial facilities. Reservoirs and
drainage streams are located throughout the area and discharge into the Bays. Marshlands incised with
numerous winding tidal channels containing brackish water are located throughout the Bay Area.

The affected areas are located within the San Francisco Bay Area Hydrologic Basin. The primary
regional groundwater water-bearing formations include the recent and Pleistocene (up to two million
years old) alluvial deposits and the Pleistocene Huichica formation. Salinity within the unconfined
alluvium appears to increase with depth to at least 300 feet. Water of the Huichica formation tends to be
soft and relatively high in bicarbonate, although usable for domestic and irrigation needs.
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Regulatory Background

The Federal Clean Water Act of 1972 primarily establishes regulations for pollutant discharges into
surface waters in order to protect and maintain the quality and integrity of the nation’s waters. This Act
requires industries that discharge wastewater to municipal sewer systems to meet pretreatment
standards. The regulations authorize the U.S. EPA to set the pretreatment standards. The regulations
also allow the local treatment plants to set more stringent wastewater discharge requirements, if
necessary, to meet local conditions.

The 1987 amendments to the Clean Water Act enabled the U.S. EPA to regulate, under the National
Pollutant Discharge Elimination System (NPDES) program, discharges from industries and large
municipal sewer systems. The U.S. EPA set initial permit application requirements in 1990. The State
of California, through the State Water Resources Control Board, has authority to issue NPDES permits,
which meet U.S. EPA requirements, to specified industries.

The Porter-Cologne Water Quality Act is California's primary water quality control law. It implements
the state's responsibilities under the Federal Clean Water Act but also establishes state wastewater
discharge requirements. The Regional Water Quality Control Boards (RWQCB) administer the state
requirements as specified under the Porter-Cologne Water Quality Act, which include storm water
discharge permits. The water quality in the Bay Area is under the jurisdiction of the San Francisco Bay
Regional Water Quality Control Board.

In response to the Federal Act, the State Water Resources Control Board adopted the State Water
Resources Control Plan for the San Francisco Bay/Sacramento-San Joaquin Delta Estuary in 2006. San
Francisco Bay and its constituent parts, including Carquinez Strait and Suisun Bay, are considered to be
enclosed bays (indentations along the coast that enclose an area of oceanic water within distinct
headlands or harbors). The Plan consists of: (1) beneficial uses to be protected; (2) water quality
objectives for the reasonable protection of beneficial uses; and (3) a program of implementation for
achieving the water quality objectives. Together, the beneficial uses and the water quality objectives
established to reasonably protect the beneficial uses are called water quality standards under the
terminology of the federal Clean Water Act. The beneficial uses of the Carquinez Strait that must be
protected include: municipal and domestic water supply systems, industrial service supply systems,
agricultural supply systems, ground water recharge, navigation, water contact and non-contact
recreation, shell fish harvesting, commercial and sport fishing, cold freshwater habitat, migration of
aquatic organisms, spawning reproduction and early development, wildlife habitat, estuarine habitat, and
preservation of rare, threatened. and endangered species.

Discussion of Impacts
IX. a, b, and f).

Rule 11-18: The rule is designed to reduce risk from existing stationary sources located throughout the
Bay Area. Potential risk reduction measures include measures that would limit emissions of TACs. The
rule is not expected to require any new development. Modifications are expected to be limited to
existing commercial or industrial facilities. Physical changes are expected to be limited to new air
pollution control equipment and construction of enclosures. No significant increase in wastewater
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discharge is expected from the project, and therefore no impacts on water quality resources are
anticipated from the rule.

Minor construction may be necessary to install control systems. Construction would likely require a
couple of pieces of off-road equipment, medium-duty truck trips to deliver equipment, and a small
construction crew. The construction of enclosures may require some grading and foundations work.
Grading and foundation work is not expected to last more than one week per project, therefore, minimal
water will be required for dust mitigation. No wet gas scrubbers are expected as a result of the rule. All
existing and new facilities will still be required to have applicable wastewater discharge permits and
storm water pollution prevention plans (SWPPP).

No significant increase in water use is expected as a result of the rule. The Air District anticipates that
facilities will implement various control measures, but no wet gas scrubbers are expected. Thus, water
concerns will be limited to construction, which is expected to involve minor construction activities
within existing facilities or buildings. Minor water use for construction purposes will not substantially
increase water demand or interfere with groundwater recharge or cause any notable change in the
groundwater table level.

Rule 12-16: Rule 12-16 could require the installation of additional air pollution control equipment or
modify refinery operations. The rule could require new construction activities and the operation of
new/modified refinery equipment. The goal of Rule 12-16 is to limit overall refinery emissions of
certain pollutants, however, refinery modifications could result in the increased use of water. For
example, control measures for particulate matter and/or SOx emissions could require additional water
use and wastewater discharge from devices like wet gas scrubbers. The potential increase and water use
and the potential to deplete groundwater supplies will be evaluated in the Draft EIR.

IX. ¢, d, and e).

Rule 11-18: The rule does not have the potential to substantially increase the area subject to runoff
since the construction activities are expected to be limited in size and would be located primarily within
existing facilities that have already been graded. Additionally, facilities are typically expected to
develop a SWPPP to address storm water impacts. Rule 11-18 is also not expected to substantially alter
the existing drainage or drainage patterns, result in erosion or siltation, alter the course of a stream or
river, or substantially increase the rate or amount of surface runoff in a manner that would result in
flooding onsite or offsite as there will be no major construction or significant water use. Therefore, no
significant adverse impacts to storm water runoff or existing drainage patterns are expected as a result of
the rule.

Rule 12-16: Rule 12-16 would limit the emissions of certain air pollutant and could require the
installation of additional air pollution control equipment or modify refinery operations if those
thresholds are exceeded. The rule does not have the potential to substantially increase the area subject
to runoff since the construction activities are expected to be limited in size and would be located within
existing refineries that have already been graded and developed. In addition, storm water drainage
within refineries has been controlled and construction activities are not expected to alter the storm water
drainage within the refineries. Therefore, the rule is not expected to substantially alter the existing
drainage or drainage patterns, result in erosion or siltation, alter the course of a stream or river, or
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substantially increase the rate or amount of surface runoff in a manner that would result in flooding
onsite or offsite. Additionally, the rule is not expected to create or contribute to runoff water that would
exceed the capacity of existing or planned stormwater drainage systems or provide substantial additional
sources of contaminated runoff. Therefore, no significant adverse impacts to storm water runoff are
expected, and it will not be further evaluated in the Draft EIR.

IX. g, h, i, and j): Rules 11-18 and 12-16: Neither of the rules include the construction of new or
relocation of existing housing or other types of facilities and, as such, would not require the placement
of housing or other structures within a 100-year flood hazard area. (See also XIII “Population and
Housing”). As a result, the rules would not be expected to create or substantially increase risks from
flooding; expose people or structures to significant risk of loss, injury or death involving flooding; or
increase existing risks, if any, of inundation by seiche, tsunami, or mudflow. Consequently, this topic
will not be evaluated further in the Draft EIR.

Conclusions

Rule 11-18: Based upon these considerations, no significant adverse impacts to hydrology and water
quality are expected from the adoption of the rule.

Rule 12-16: The potential increase in water use and the potential to deplete groundwater supplies will
be evaluated in the Draft EIR. No significant adverse water quality impacts were identified for
stormwater runoff, flood hazards, or inundation hazards and these topics will not be addressed in the
Draft EIR.
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X. LAND USE AND PLANNING.

Potentially Less Than Less-than- No Impact
Significant Significant Significant
Would the project: Impact Impe}ct With Impact
Mitigation
Incorporated
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Rule 11-18 O O O 4|
Rule 12-16 O O O %}
b) Conflict with any applicable land use plan, policy,
or regulation of an agency with jurisdiction over
the project (including, but not limited to a general
plan, specific plan, local coastal program or
zoning ordinance) adopted for the purpose of
avoiding or mitigating an environmental effect?
Rule 11-18 O O O 4|
Rule 12-16 O O O 4|
c¢) Conflict with any applicable habitat conservation
plan or natural community conservation plan?
Rule 11-18 O O O %}
Rule 12-16 O O O %}

Setting

The BAAQMD covers all of Alameda, Contra Costa, Marin, San Francisco, San Mateo, Santa
Clara, and Napa Counties and portions of southwestern Solano and southern Sonoma Counties.
The area of coverage is vast (about 5,600 square miles), so that land uses vary greatly and include
commercial, industrial, residential, agricultural, and open space uses. The facilities affected by the

rules are primarily located in commercial and industrial areas throughout the Bay Area.

Regulatory Background

Land uses are generally protected and regulated by the City and/or County General Plans through

land use and zoning requirements.

Discussion of Impacts

X.a, b, and ¢)

Rule 11-18: The rule is designed to reduce risk from existing stationary sources located throughout the
Bay Area. Potential risk reduction measures include measures that would limit emissions of TACs. The
rule does not include any components that would require major modifications to existing commercial or
industrial facilities and therefore the rule would not result in impacts that would physically divide an
established community or generate additional development.
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The rule is not expected to require any new substantial construction or development. New or modified
pollution control equipment or enclosures would be located within existing commercial or industrial
facilities. Construction activities would be limited to the confines of existing facilities which are zoned
for commercial or industrial land use. Modifications to equipment would be limited to the confines of
existing facilities and are not expected to affect adjacent land uses, divide an established community,
conflict with any applicable land use plan or policy or conflict with any habitat conservation plan.

Rule 12-16: Construction activities could also be required to install air pollution control equipment
associated with compliance with Rule 12-16. Any substantial construction activities associated with
new refinery equipment would occur within the confines of existing refineries. The land use within the
refineries is typically zoned for heavy industrial uses. Land uses surrounding the refineries can vary
considerably and include industrial areas, commercial areas, open space, and residential areas.
Construction activities would be limited to the confines of the refineries. The installation of air monitors
or air pollution control equipment would not change or impact existing land uses.

Conclusions

Based upon the above considerations, significant adverse project-specific impacts to land use and
planning are not expected to occur due to implementation of either Rule 11-18 or Rule 12-16 and,
therefore, will not be further evaluated in the Draft EIR.
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XI. MINERAL RESOURCES.

Potentially Less Than Less-than- No Impact
Significant Significant Significant
Would the project: Impact Impe}ct vyith Impact
Mitigation
Incorporated
a) Result in the loss of availability of a known
mineral resource that would be of value to the
region and the residents of the state?
Rule 11-18 | O O ]
Rule 12-16 O O O ]
b) Result in the loss of availability of a locally
important mineral resource recovery site
delineated on a local general plan, specific plan,
or other land use plan?
Rule 11-18 O O | M
Rule 12-16 O O O M

Setting

The BAAQMD covers all of Alameda, Contra Costa, Marin, San Francisco, San Mateo, Santa
Clara, and Napa Counties and portions of southwestern Solano and southern Sonoma Counties.
The area of coverage is vast (about 5,600 square miles) so that land uses and the affected
environment vary greatly throughout the area. The facilities affected by the Rules 11-18 and 12-16
are primarily located in commercial and industrial areas within the Bay Area.

Regulatory Background

Mineral resources are generally protected and regulated by the City and/or County General Plans
through land use and zoning requirements.

Discussion of Impacts

XI. a, and b).

Rule 11-18: Rule 11-18 is designed to reduce risk from existing stationary sources located
throughout the Bay Area. Potential risk reduction measures include measures that would limit
emissions of TACs. The rule is not associated with any action that would result in the loss of
availability of a known mineral resource that would be of value to the region and the residents of
the state, or of a locally important mineral resource recovery site delineated on a local general plan,
specific plan or other land use plan. Therefore, no impacts on mineral resources are expected.

Rule 12-16: Rule 12-16 would limit the emissions of certain air pollutant and could require the
installation of additional air pollution control equipment or modify refinery operations if those
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thresholds are exceeded. The rule is not associated with any action that would result in the loss of
availability of a known mineral resource that would be of value to the region and the residents of
the state, or of a locally important mineral resource recovery site delineated on a local general plan,
specific plan or other land use plan. Therefore, no impacts on mineral resources are expected.

Conclusions

Based upon the above considerations, significant adverse project-specific impacts to mineral
resources are not expected to occur due to implementation of either Rule 11-18 or Rule 12-16 and,
therefore, will not be further evaluated in the Draft EIR.
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XII. NOISE.
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Setting

The BAAQMD covers all of Alameda, Contra Costa, Marin, San Francisco, San Mateo, Santa Clara,
and Napa Counties and portions of southwestern Solano and southern Sonoma Counties. The area of
coverage is vast (about 5,600 square miles) so that land uses and the affected environment vary greatly
throughout the area. The facilities affected by the rules are located in commercial and industrial areas of
the Bay Area.

Regulatory Background

Noise issues related to construction and operation activities are addressed in local General Plan policies
and local noise ordinance standards. The General Plans and noise ordinances generally establish
allowable noise limits within different land uses including residential areas, other sensitive use areas
(e.g., schools, churches, hospitals, and libraries), commercial areas, and industrial areas.

Discussion of Impacts
XII. a, b, ¢, and d).

Rule 11-18: Rule 11-18 is designed to reduce risk from existing stationary sources located throughout
the Bay Area. Potential risk reduction measures include measures that would limit emissions of TACs.
New modifications are expected to be limited to the commercial and industrial facilities. The existing
noise environment at each of the affected facilities is typically dominated by noise from existing
equipment onsite, vehicular traffic around the facilities, and trucks entering and exiting facility
premises. No new major industrial equipment is expected to be required to be installed due to the rule so
that no noise impacts associated with the operation of the rule are expected. Air pollution control
equipment is not generally a major noise source. Further, all noise producing equipment must comply
with local noise ordnances and applicable OSHA and Cal/OSHA noise requirements. Therefore,
industrial operations affected by the rule are not expected to have a result in noise exposure that would
exceed levels established by local noise control laws or ordinances.

Construction activities associated with the rule may generate some noise associated with temporary
construction equipment and construction-related traffic. Construction would likely require truck trips to
deliver equipment, a construction crew of up to about 15 workers, and a few pieces of construction
equipment (e.g., forklift, welders, backhoes, cranes, and generators). All construction activities would
be temporary and are expected to occur within the confines of existing commercial or industrial
facilities so that no significant increase in noise is expected.

Rule 11-18 is not expected to generate or expose people to excessive groundborne vibration or
groundborne noise. No major construction equipment that would generate vibration (e.g., backhoes,
graders, jackhammers, etc.) is expected to be required. Therefore, the rule is not expected to generate
excessive groundborne vibration or noise.

Rule 12-16: The petroleum refineries affected by Rule 12-16 already exist and operate within the
confines of existing industrial facilities in the Bay Area. Any substantial construction activities
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associated with new refinery equipment would occur within the confines of existing refineries, located
within industrial areas. However, those construction activities would be required to comply with local
noise ordinances, which generally prohibit construction during the nighttime, in order to minimize noise
impacts. Compliance with the local noise ordinances is expected to minimize noise impacts associated
with construction activities to less than significant.

Ambient noise levels in industrial areas are typically driven primarily by freeway and/or highway traffic
in the area and any heavy-duty equipment used for materials manufacturing or processing. It is not
expected that any modifications to install air pollution control equipment would substantially increase
ambient (operational) noise levels in the area, either permanently or intermittently, or expose people to
excessive noise levels that would be noticeable above and beyond existing ambient levels. It is not
expected that affected facilities would exceed noise standards established in local general plans, noise
elements, or noise ordinances currently in effect. Affected refineries would be required to comply with
local noise ordinances and elements, which may require construction of noise barriers or other noise
control devices.

It is also not anticipated that the rule will cause an increase in groundborne vibration levels because air
pollution control equipment is not typically vibration intensive equipment. Consequently, Rule 12-16 is
not expected to directly or indirectly cause substantial noise or excessive ground borne vibration
impacts. These impacts, therefore, will not be further evaluated in the Draft EIR.

XII. e and f).

Rule 11-18: It is not known if the existing commercial or industrial facilities affected by the rule are
located within existing airport land use plans. The addition of new or modification of existing air
pollution control equipment or enclosures would not expose people residing or working in the project
area to excessive noise levels associated with airports, as air pollution control equipment are not
typically noise generating equipment. Rule 11-18 would not locate residents or commercial buildings or
other sensitive noise sources closer to airport operations. As noted in the previous item, there are no
components of the rule that would substantially increase ambient noise levels, either intermittently or
permanently.

Rule 12-16: If applicable, the petroleum refineries affected by Rule 12-16 would still be expected to
comply, and not interfere, with any applicable airport land use plans. The existing refineries are not
located within existing airport land use plans. Rule 12-16 would not locate residents or commercial
buildings or other sensitive noise sources closer to airport operations. As noted in the previous item,
there are no components of the rule that would substantially increase ambient noise levels, either
intermittently or permanently.

Conclusions

Based upon the above considerations, no significant adverse project-specific noise impacts are expected
due to implementation of either Rule 11-18 or Rule 12-16; therefore, noise impacts will not be further
evaluated in the Draft EIR.
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XIII. POPULATION AND HOUSING.

Potentially Less Than Less-than- No Impact
Significant Significant Significant
Would the project: Impact Impa}ct With Impact
Mitigation
Incorporated
a) Induce substantial population growth in an area
either directly (e.g., by proposing new homes and
businesses) or indirectly (e.g. through extension
of roads or other infrastructure)?
Rule 11-18 O O a ]
Rule 12-16 O O a |
b) Displace a substantial number of existing housing
units, necessitating the construction of
replacement housing elsewhere?
Rule 11-18 O O O M
Rule 12-16 O O O M
c¢) Displace a substantial number of people,
necessitating the construction of replacement
housing elsewhere?
Rule 11-18 O O a A
Rule 12-16 a O a ]

Setting

The BAAQMD covers all of Alameda, Contra Costa, Marin, San Francisco, San Mateo, Santa Clara,
and Napa Counties and portions of southwestern Solano and southern Sonoma Counties. The area of
coverage is vast (about 5,600 square miles) so that land uses and the affected environment vary greatly
throughout the area. The facilities affected by the Rules 11-18 and 12-16 are generally industrial and
commercial facilities within the jurisdiction of the BAAQMD.

Regulatory Background

Population and housing growth and resources are generally protected and regulated by the City and/or
County General Plans through land use and zoning requirements.

Discussion of Impacts

XIII. a). According to the Association of Bay Area Governments (ABAG), population in the Bay Area
is currently about seven million people and is expected to grow to about nine million people by 2035
(ABAG, 2000).

Rule 11-18: Rule 11-18 is not anticipated to generate any significant effects, either directly or
indirectly, on the Bay Area’s population or population distribution. The rule would affect commercial
and industrial facilities. It is expected that the existing labor pool would accommodate the labor
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requirements for any new or modified equipment at the facilities. In addition, it is not expected that the
affected facilities would need to hire additional personnel to implement the rule. In the event that new
employees are hired, it is expected that the existing local labor pool in the Bay Area can accommodate
any increase in demand for workers that might occur as a result of adopting the rule. As such, adopting
propose Rule 11-18 is not expected to induce substantial population growth.

Rule 12-16: Rule 12-16 is not anticipated to generate any significant effects, either directly or
indirectly, on the Bay Area’s population or population distribution. The rule would affect five refineries
and three associated facilities located in Contra Costa and Solano counties. It is expected that the
existing labor pool would accommodate the labor requirements for any modifications at the affect
refineries. In addition, it is not expected that the affected refineries would need to hire additional
personnel to operate and maintain new control equipment on site because air pollution control
equipment is typically not labor intensive equipment. In the event that new employees are hired, it is
expected that the existing local labor pool in the Bay Area can accommodate any increase in demand for
workers that might occur as a result of adopting the rule. As such, adopting Rule 12-16 is not expected
to induce substantial population growth.

XIII. b and ¢). Rules 11-18 and 12-16: Both of the rules could result in the installation of air pollution
control equipment operated in commercial and industrial settings. However, Rules 11-18 and 12-16 are
not expected to result in the creation of any industry that would affect population growth, directly or
indirectly induce the construction of single- or multiple-family units, or require the displacement of
people or housing elsewhere in the Bay Area. Based upon these considerations, significant population
and housing impacts are not expected from the implementation of the rules.

Conclusions

Based upon the above considerations, significant adverse project-specific impacts to population and
housing are not expected to occur due to implementation of either Rule 11-18 or Rule 12-16 and,
therefore, will not be further evaluated in the Draft EIR.
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XIV. PUBLIC SERVICES.

Potentially Less Than Less-than- No Impact
Significant Significant Significant
Would the project: Impact Impe}ct vyith Impact
Mitigation
Incorporated
a) Result in substantial adverse physical impacts
associated with the provision of new or physically
altered governmental facilities or a need for new
or physically altered governmental facilities, the
construction of which could cause significant
environmental impacts, in order to maintain
acceptable service ratios, response times, or other
performance objectives for any of the following
public services:
Fire protection?
Rule 11-18 O O O 4
Rule 12-16 | O a %]
Police protection?
Rule 11-18 | O a M
Rule 12-16 | O a M
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Rule 11-18 | O a M
Rule 12-16 O O O 4
Parks?
Rule 11-18 O O O 4
Rule 12-16 O O O 4
Other public facilities?
Rule 11-18 | O a M
Rule 12-16 | O a M

Setting

The BAAQMD covers all of Alameda, Contra Costa, Marin, San Francisco, San Mateo, Santa Clara,
and Napa Counties and portions of southwestern Solano and southern Sonoma Counties. The area of
coverage is vast (about 5,600 square miles) so that land uses and the affected environment vary greatly
throughout the area. The facilities affected by the rules are primarily located in commercial and
industrial areas within the Bay Area.

Given the large area covered by the BAAQMD, public services are provided by a wide variety of local
agencies. Fire protection and police protection/law enforcement services within the BAAQMD are
provided by various districts, organizations, and agencies. There are several school districts, private
schools, and park departments within the BAAQMD. Public facilities within the BAAQMD are
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managed by different county, city, and special-use districts. All refineries affected by the rules maintain
fire-fighting equipment and trained personnel with fire-fighting and emergency response experience. In
addition, all affected refineries operated on-site security systems.

Regulatory Background

City and/or County General Plans usually contain goals and policies to assure adequate public services
are maintained within the local jurisdiction.

Discussion of Impacts

XIV. a).

Rule 11-18: The rule is designed to reduce toxic health risks from stationary sources in the Bay Area.
Rule 11-18 could require minor construction activities and modifications at existing facilities. The
modifications are not expected to require additional service from local fire or police departments above
current levels.

As noted in the “Population and Housing” discussion above, the rule is not expected to induce
population growth because the local labor pool (e.g., workforce) is expected to be sufficient to
accommodate any activities that may be necessary at affected facilities. Additionally, modifications to
existing facilities are not expected to require an increase in employees. Therefore, there will be no
increase in local population and thus no impacts are expected to local schools or parks.

The rule would not result in the need for new or physically altered government facilities in order to
maintain acceptable service ratios, response times, or other performance objectives. There will be no
increase in population as a result of the adoption of the rule, therefore, no need for physically altered
government facilities.

Rule 12-16: Rule 12-16 would limit the emissions of certain air pollutant and could require the
installation of additional air pollution control equipment or modify refinery operations if those
thresholds are exceeded. As stated above, all refineries affected by the rule, maintain on-site fire-
fighting equipment and trained personnel with fire-fighting and emergency response experience. While
Rule 12-16 could require new construction activities and the operation of new/modified refinery
equipment, the additional equipment is not expected to require additional service from local fire
departments above current levels.

Refineries maintain their own security systems. Refineries are fenced and access is controlled at
manned gates. Modification associated with the rule would occur within the confines of the existing
refineries. Therefore, the rule is not expected to increase the need or demand for additional police
services above current levels.

As noted in the “Population and Housing” discussion above, the rule is not expected to induce
population growth because the local labor pool (e.g., workforce) is expected to be sufficient to
accommodate any activities that may be necessary at affected facilities. Additionally, operation of new
air monitoring and air pollution control equipment is not expected to require a substantial increase in
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employees. Therefore, there will be no increase in local population and thus no impacts are expected to
local schools or parks.

Conclusions

Based upon the above considerations, significant adverse project-specific impacts to public services are
not expected to occur due to implementation of either Rule 11-18 or Rule 12-16 and, therefore, will not
be further evaluated in the Draft EIR.
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XV. RECREATION.

Potentially Less Than Less-than- No Impact
Significant Significant Significant
Would the project: Impact Impgct With Impact
Mitigation
Incorporated
a) Would the project increase the use of existing
neighborhood and regional parks or other
recreational facilities such that substantial
physical deterioration of the facility would occur
or be accelerated?
Rule 11-18 O a O A
Rule 12-16 O O O A
b) Does the project include recreational facilities or
require the construction or expansion of
recreational facilities that might have an adverse
physical effect on the environment?
Rule 11-18 O O O ™
Rule 12-16 O O O 4}

Setting

The BAAQMD covers all of Alameda, Contra Costa, Marin, San Francisco, San Mateo, Santa Clara,
and Napa Counties and portions of southwestern Solano and southern Sonoma Counties. The area of
coverage is vast (about 5,600 square miles) so that there are numerous areas for recreational activities.
The refineries affected by the Rules 11-18 and 12-16 are located in industrial areas within the Bay Area.
Public recreational land can be located adjacent to, or in reasonable proximity to, these areas.

As noted in the “Population and Housing” discussion above, the rules are not expected to induce
population growth because the local labor pool (e.g., workforce) is expected to be sufficient to
accommodate any activities that may be necessary at affected facilities. Additionally, operation of new
air pollution control equipment is not expected to require additional employees. Therefore, there will be
no increase in local population and thus no impacts are expected to local schools or parks.

Regulatory Background

Recreational areas are generally protected and regulated by the City and/or County General Plans at the
local level through land use and zoning requirements. Some parks and recreation areas are designated
and protected by state and federal regulations.
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Discussion of Impacts

XV. a and b). Rules 11-18 and 12-16: As discussed under “Land Use” above, there are no provisions
of the rules that would affect land use plans, policies, or regulations. Land use and other planning
considerations are determined by local governments; no land use or planning requirements will be
altered by either Rule 11-18 or Rule 12-16. Air pollution control equipment, if necessary, would be
installed within the confines of existing facilities, including refineries, and would not impact existing
recreational facilities.

As noted in the “Population and Housing” discussion above, the rules are not expected to induce
population growth because the local labor pool (e.g., workforce) is expected to be sufficient to
accommodate any activities that may be necessary at affected facilities. Additionally, operation of new
air pollution control equipment is not expected to require a substantial increase in employees.
Therefore, there will be no increase in local population and thus no impacts are expected to local
recreational facilities.

Conclusions

Based upon the above considerations, significant adverse project-specific impacts to recreation are not
expected to occur due to implementation of either Rule 11-18 or Rule 12-16 and, therefore, will not be
further evaluated in the Draft EIR.
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Setting

The BAAQMD covers all of Alameda, Contra Costa, Marin, San Francisco, San Mateo, Santa Clara,
and Napa Counties and portions of southwestern Solano and southern Sonoma Counties. The area of
coverage is vast (about 5,600 square miles). Transportation systems located within the Bay Area
include railroads, airports, waterways, and highways. The Port of Oakland and three international
airports in the area serve as hubs for commerce and transportation. The transportation infrastructure for
vehicles and trucks in the Bay Area ranges from single lane roadways to multilane interstate highways.
The Bay Area currently contains over 1,300 directional miles of limited-access highways, which include
both interstates and state highways. In addition, the Bay Area has over 33,000 directional miles of
arterials and local streets, providing more localized access to individual communities. Together, these
roadway facilities accommodate nearly 17 million vehicle trips a day. There are over 11,500 transit
route miles of service including heavy rail (BART), light rail (Muni Metro and VTA Light Rail),
commuter rail (Caltrain and ACE), diesel and electric buses, cable cars, and ferries. The Bay Area also
has an extensive local system of bicycle routes and pedestrian paths and sidewalks. At a regional level,
the share of workers driving alone was about 68 percent in 2010. The portion of commuters that carpool
was about 11 percent in 2010, while an additional 10 percent utilize public transit. About 3 percent of
commuters walked to work in 2010. In addition, other modes of travel (bicycle, motorcycle, etc.),
account for three percent of commuters in 2010 (MTC, 2013). Cars, buses, and commercial vehicles
travel about 149 million miles a day (2010) on the Bay Area Freeways and local roads. Transit serves
about 1.6 million riders on the average weekday (MTC, 2013).

The region is served by numerous interstate and U.S. freeways. On the west side of San Francisco Bay,
Interstate 280 and U.S. 101 run north-south. U.S. 101 continues north of San Francisco into Marin
County. Interstates 880 and 660 run north-south on the east side of the Bay. Interstate 80 starts in San
Francisco, crosses the Bay Bridge, and runs northeast toward Sacramento. Interstate 80 is a six-lane
north-south freeway which connects Contra Costa County to Solano County via the Carquinez Bridge.
State Routes 29 and 84, both highways that allow at-grade crossings in certain parts of the region,
become freeways that run east-west and cross the Bay. Interstate 580 starts in San Rafael, crosses the
Richmond-San Rafael Bridge, joins with Interstate 80, runs through Oakland, and then runs eastward
toward Livermore. From the Benicia-Martinez Bridge, Interstate 680 extends north to Interstate 80 in
Cordelia. Interstate 780 is a four lane, east-west freeway extending from the Benicia-Martinez Bridge
west to [-80 in Vallejo.

Regulatory Background

Transportation planning is usually conducted at the state and county level. Planning for interstate
highways is generally done by Caltrans.

Most local counties maintain a transportation agency that has the duties of transportation planning and
administration of improvement projects within the county and implements the Transportation
Improvement and Growth Management Program, and the congestion management plans (CMPs). The
CMP identifies a system of state highways and regionally significant principal arterials and specifies
level of service standards for those roadways.
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Discussion of Impacts

XVI. a and b).

Rule 11-18: Construction: The rule is designed to reduce health risks from stationary sources in the
Bay Area. Any new or modified pollution control equipment is expected to be located in commercial,
industrial, or institutional facilities and may require construction activities. Construction impacts were
considered for the control measures found in Table 2-1. Control measures that do not require
equipment, such as reducing operating time, are not expected to generate any additional traffic. The
BAAQMD estimates that approximately 30 facilities per year are expected to meet reductions by
implementing either a baghouse or an enclosure. The construction of enclosures is expected to require
the most construction equipment and workers. This could require up to 34 delivery and/or disposal
trucks and up to about 45 construction worker trips on a peak construction day (during the building
construction phase for enclosures). Given the size of the Bay Area, this amount of construction traffic
would not be noticeable, particularly since construction activities would be expected at existing
commercial, industrial and institutional land uses and would be temporary. The rule is not expected to
require modification to circulation for temporary construction activities. As a result, construction traffic
from Rule 11-18 would not have significant impacts on the performance of the circulation system or on
standards established for congestion management.

Operational: Waste products may be generated from the use of several types of control technologies.
Wastes could include: spent carbon generated from the carbon adsorption process; spent metal catalysts
from the catalytic oxidation process; and dry solids from filtration controls. The majority of wastes will
likely need to be transported to disposal or recycling facilities. The catalysts in catalytic oxidizers need
to be replaced every few years so this potential waste product was considered to contribute to the waste
transport impacts.

For a “worst case” analysis, it was assumed that about 180 facilities per year would be required to install
a control device to comply with the rule. These facilities at any given day would generate an additional
one-two truck trips per day in the entire Air District for delivery and disposal. These potential truck trips
are not expected to significantly adversely affect circulation patterns on local roadways near affected
facilities. In addition, this volume of additional daily truck traffic is negligible over the entire area of the
Air District. Finally, the number of waste disposal transport trips substantially overestimates the number
of anticipated trips because owners/operators at affected facilities may use other types of add-on control
equipment and most are expected to limit throughput rates or operating times which would have no
impact on traffic. No increase in worker traffic is expected as the operation of air pollution control
equipment of the type expected under the rule is not expected to require any additional employees.
Therefore, operational traffic under the Rule 11-18 is expected to be less than significant.

Rule 12-16: The petroleum refineries affected by the rule already exist and operate within the confines
of existing industrial facilities in the Bay Area. Construction activities could be required to install air
pollution control equipment associated with compliance with the emissions limits contained in the rule.
Any substantial construction activities associated with new refinery equipment would occur within the
confines of existing refineries. Construction activities are temporary and the related construction worker
traffic and delivery trucks would cease following completion of construction. No substantial increase in
workers or average daily vehicle or truck trips is anticipated as a result of Rule 12-16. Therefore, the

Notice of Preparation/Initial Study Page 2-64 October 2016
Regulationl1, Rules 18 and Regulation 12, Rule 16



Bay Area Air Quality Management District Chapter 2

rule is not expected to result in traffic that would exceed, either individually or cumulatively, the current
level of service at intersections in the vicinity of the refineries. The work force at each affected facility
is not expected to substantially change as a result of the rule and any permanent increase in operation-
related traffic is expected to be minimal. Thus, the traffic impacts associated with Rule 12-16 are
expected to be less than significant.

XVLI. ¢).

Rule 11-18: The rule is not expected to involve the delivery of materials via air, so no increase in air
traffic is expected. The addition of new or modified air pollution control equipment is not expected to
change air traffic patterns or result in a change in location that results in substantial safety risks.

Rule 12-16: Rule 12-16 would not result in a change in air traffic patterns or increase air traffic.
Actions that would be taken to comply with the rule, such as installing new air pollution control
equipment, would not influence or affect air traffic patterns. Further, air pollution control equipment is
expected to be lower in height than other existing structures at the refinery and would not impact
navigable air space. Thus, Proposed Rule 12-16 would not result in a change in air traffic patterns
including an increase in traffic levels or a change in location that results in substantial safety risks.

XVI. d and e).

Rule 11-18: Rule 11-18 is not expected to increase traffic hazards or create incompatible uses. The rule
does not involve construction of any roadways or other transportation design features, so no changes to
current roadway designs that would increase traffic hazards are expected. Emergency access at the
commercial and industrial facilities affect by the Proposed Rule 11-18 is not expected to be impacted by
the rule. Each affected facility is expected to continue to maintain their existing emergency access.
The rule is not expected to increase vehicle trips or to alter the existing long-term circulation patterns.
The rule is not expected to require a modification to circulation, thus, no long-term impacts on the
traffic circulation system are expected to occur.

Rule 12-16: Rule 12-16 would not alter traffic patterns or existing roadways, as it is not expected to
generate any substantial increase in traffic. The rule would not create any traffic hazards or create
incompatible uses at or adjacent to refineries. Any construction activities associated with the rule would
be temporary and located within the confines of the existing refineries. The rule is not expected to
require circulation modifications, thus, no long-term impacts on the traffic circulation system are
expected to occur. The rule does not involve construction of any roadways, so there would be no
increase in any roadway design feature that could increase traffic hazards. Emergency access at each
refinery would not be impacted by implementation of Rule 12-16. Further, each affected refinery would
continue to maintain their existing emergency access gates and installation of new refinery equipment is
not expected to impact emergency access.

XVL. f).
Rule 11-18: The rule is not expected to affect the performance of mass transit or non-motorized travel

to street, highways and freeways, pedestrian or bicycle paths. No conflicts with any congestion
management programs, to include level of service and travel demand measures, or other standards
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established by county congestion management agencies for designated roads or highways, are expected.
No changes are expected to parking capacity at or in the vicinity of affected facilities as the rule only
pertains to equipment located within existing commercial and industrial facilities. Therefore, no
significant adverse impacts resulting in changes to traffic patterns or levels of service at local
intersections are expected.

Rule 12-16: Activities resulting from Rule 12-16 would not conflict with policies supporting alternative
transportation since the rule does not involve or affect alternative transportation modes (e.g. bicycles or
buses). Any construction activities associated with Proposed Rule 12-16 would be conducted at existing
refineries and would be temporary so once completed, transportation, including alternative
transportation modes, would not be effected.

Conclusions

Based upon the above -considerations, significant adverse project-specific impacts to
transportation/traffic are not expected to occur due to implementation of either Rule 11-18 or Rule 12-16
and, therefore, will not be further evaluated in the Draft EIR.
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XVII. UTILITIES / SERVICE SYSTEMS.
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existing facilities, the construction of which could
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Require or result in the construction of new storm
water drainage facilities or expansion of existing
facilities, the construction of which could cause
significant environmental effects?
Rule 11-18
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Have sufficient water supplies available to serve
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resources, or would new or expanded entitlements
needed?
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e)

Result in a determination by the wastewater
treatment provider which serves or may serve the
project that it has adequate capacity to serve the
project's projected demand in addition to the
provider's existing commitments?
Rule 11-18
Rule 12-16
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Be served by a landfill with sufficient permitted
capacity to accommodate the project’s solid waste
disposal needs?
Rule 11-18
Rule 12-16
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g)

Comply with federal, state, and local statutes and
regulations related to solid waste?
Rule 11-18
Rule 12-16

oo

oo
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oo
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Setting

The BAAQMD covers all of Alameda, Contra Costa, Marin, San Francisco, San Mateo, Santa
Clara, and Napa Counties and portions of southwestern Solano and southern Sonoma Counties.
The area of coverage is vast (about 5,600 square miles), so that land uses and the affected
environment vary greatly throughout the area.

Given the large area covered by the BAAQMD, public utilities are provided by a wide variety of
local agencies. The affected facilities have wastewater and storm water treatment facilities and
discharge treated wastewater under the requirements of NPDES permits.

Water is supplied to affected facilities by several water purveyors in the Bay Area. Solid waste is
handled through a variety of municipalities, through recycling activities, and at disposal sites.

There are no hazardous waste disposal sites within the jurisdiction of the BAAQMD. Hazardous
waste generated at area facilities, which is not reused on-site or recycled off-site, is disposed of at a
licensed in-state hazardous waste disposal facility. Two hazardous waste disposal facilities are
located in California: (1) The Clean Harbors facility in Buttonwillow (Kern County); and (2) the
Waste Management facility in Kettleman Hills. Hazardous waste also can be transported to
permitted facilities outside of California. The nearest out-of-state landfills are U.S. Ecology, Inc.,
located in Beatty, Nevada and USPCI, Inc., in Murray, Utah.

Regulatory Background

City and/or County General Plans usually contain goals and policies to assure adequate utilities and
service systems are maintained within the local jurisdiction.

Discussion of Impacts
XVIL a, b, d and e).

Rule 11-18: Rule 11-18 is designed to reduce health risks from stationary sources in the Bay Area. The
facilities affected by the rule already exist and already use water, generate wastewater, treat wastewater,
and discharges wastewater under existing wastewater discharge permits. The potential water use and
wastewater impacts associated with implementation of Rule 11-18 are addressed under Hydrology and
Water Quality (see Section IX a.) and have been determined to be less than significant.

Rule 12-16: The refineries affected by Rule 12-16 already exist and already use water, generate
wastewater, treat wastewater, and discharge wastewater under existing wastewater discharge permits.
The rule may potentially require additional air pollution control equipment. The potential water use and
wastewater impacts associated with implementation of Rule 12-16 are addressed under Hydrology and
Water Quality (see Section IX a.).
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XVIL ¢).

Rule 11-18: Implementation of Rule 11-18 may require new or modified pollution control equipment
within the confines of existing facilities. These modifications would not alter the existing drainage
system or require the construction of new storm water drainage facilities. Nor would the changes
required by the rule create or contribute runoff water that would exceed the capacity of existing or
planned storm water drainage systems or provide substantial additional sources of polluted runoff.
Therefore, no significant adverse impacts on storm drainage facilities are expected.

Rule 12-16: Rule 12-16 may result in the installation of air pollution control equipment, but would not
alter the existing drainage system or require the construction of new storm water drainage facilities. Nor
would the rule create or contribute runoff water that would exceed the capacity of existing or planned
storm water drainage systems or provide substantial additional sources of polluted runoff. Therefore, no
significant adverse impacts on storm drainage facilities are expected.

XVIL. f and g).

Rule 11-18: The rule would reduce health risk posed by existing commercial or industrial facilities.
The primary method for reducing these health impacts would be to reduce emissions of TACs, including
the use of control technology like baghouses and catalytic oxidizers. Baghouses and catalytic oxidizers
will generate solid waste, but they are not expected to require annual replacement events. The
baghouses and spent catalyst are only expected to generate a few tons of waste per change out. It is
assumed that any hazardous material will be taken to the U.S. Ecology Beatty Nevada hazardous waste
facility for treatment and disposal. U.S. Ecology, Inc. is currently receiving waste, and is in the process
of extending the operational capacity for an additional 35 years (U.S. Ecology, 2015). Clean Harbors in
Grassy Mountain, Utah is also available to receive hazardous waste and is expected to continue to
receive waste for an additional 70 years (Clean Harbors, 2015). Therefore, the rule impacts on
hazardous waste landfills are less than significant.

The rule is not expected to generate any significant increase in solid waste. Therefore, no significant
adverse impacts are expected to solid waste as a result of the rule.

Rule 12-16: No significant impacts on waste generation are expected from the implementation of
Proposed Rule 12-16 because the rule would potentially result in the installation of additional air
pollution control equipment which is not expected to create substantial quantities of solid or hazardous
waste. Waste streams from refineries would be processed similarly as current methods, so no significant
impact to land disposal facilities would be expected. Therefore, no significant impacts to hazardous
waste disposal facilities are expected due to the rule. Facilities are expected to continue to comply with
all applicable federal, state, and local statutes and regulations related to solid and hazardous wastes.

Conclusions

Rule 11-18: Based upon these considerations, no significant adverse impacts to utilities/service systems
are expected from the adoption of the rule.
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Rule 12-16: The potential water and wastewater impacts associated with implementation of Rule 12-16
are addressed under Hydrology and Water Quality (see Section IX above). Based upon the above
considerations, no additional significant adverse impacts are expected to storm water drainage, solid
waste disposal or landfills due to implementation of Rule 12-16. Therefore, the impacts on utilities will
not be further evaluated in the Draft EIR (except for the water and wastewater impacts that will be
addressed under Hydrology and Water Quality).
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XVIII.

MANDATORY FINDINGS OF SIGNIFICANCE.
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Discussion of Impacts

XVIIL a).

Rule 11-18: Rule 11-18 does not have the potential to degrade the quality of the environment,
substantially reduce the habitat of a fish or wildlife species, cause a fish or wildlife population to
drop below self-sustaining levels, threaten to eliminate a plant or animal community, reduce the
number or restrict the range of a rare or endangered plant or animal, or eliminate important
examples of the major periods of California history or prehistory, as discussed in the previous
sections of the CEQA checklist. The rule is designed to reduce health risks from commercial or
industrial facilities in the Bay Area, thus providing a beneficial air quality impact and improvement
in air quality. As discussed in Section IV, Biological Resources and Section V, Cultural Resources,
no significant adverse impacts are expected to biological or cultural resources.
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Rule 12-16: Rule 12-16 does not have the potential to degrade the quality of the environment,
substantially reduce the habitat of a fish or wildlife species, cause a fish or wildlife population to
drop below self-sustaining levels, threaten to eliminate a plant or animal community, reduce the
number or restrict the range of a rare or endangered plant or animal, or eliminate important
examples of the major periods of California history or prehistory, as discussed in the previous
sections of the CEQA checklist. Rule 12-16 may require the installation of emission control
equipment. As discussed in Section IV, Biological Resources and Section V, Cultural Resources,
no significant adverse impacts are expected to biological or cultural resources, as any construction
activities are expected to remain within the confines of existing refineries which have already been
graded and developed.

XVIIL b and c).

Rule 11-18: The rule is designed to reduce health risks from commercial, industrial and
institutional facilities in the Bay Area, thus providing a beneficial air quality impact and
improvement in air quality. However, construction and operation of air pollution control equipment
has the potential to increase emissions of other emissions, including GHGs and criteria pollutants.
The potential secondary adverse air quality impacts associated with implementing Rule 11-18,
including any cumulative air quality impacts will be evaluated in the EIR. The rule is expected to
reduce TAC emissions, thus reducing the potential health impacts.

Rule 12-16: Rule 12-16 may require the installation of emission control equipment, if the
emissions limits are exceeded. The rule could require construction and installation of new air
pollution control equipment which could result in secondary air emissions as well as additional
GHG emissions. Therefore, the air quality and cumulative impacts associated with implementation
of Rule 12-16 will be evaluated in the Draft EIR.
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APPENDIX A

BAAQMD REGULATION 11, RULE 18: REDUCTION OF RICK FROM AIR TOXIC
EMISSIONS
&
BAAQMD REGULATION 12, RULE 16: PETROLEUM REFINIG FACILITY-WIDE
EMISSIONS LIMITS

COMMENTS LETTER RECEIVED ON THE NOP/IS
COMMENTS:
The following comments were received on the NOP/IS for the BAAQMD Regulation 11, Rule
18: Reduction of Risk from Air Toxic Emissions and BAAQMD Regulation 12, Rule 16:

Petroleum Refining Facility-Wide Emissions Limits Project. The names of the commenters are
provided in Table A-1.

TABLE A-1
List of Commenters
CASA Greg Kester, California Association of Sanitation Agencies
CAP Cathy Helgerson, Citizens Against Pollution
CBE CBE Technical Report, Combustion Emissions from Refining Lower Quality
Oil
CBE et al. Devorah Ancel, Sierra Club;

Kevin Bundy, Center for Biological Diversity;

Laurence G. Chaset, Sustainable Energy Futures for 350 Bay Area;
Roger Lin, Communities for a Better Environment;

David Pettit, Natural Resource Defense Council

CBE etal. 2 Devorah Ancel, Staff Attorney, Sierra Club

Kevin Bundy, Senior Attorney and Climate Legal Director, Center for
Biological Diversity

Laurence G. Chaset, Attorney at Law, Sustainable Energy Futures on behalf
of 350 Bay Area

Roger Lin, Staff Attorney, Communities for a Better Environment

David Pettit, Senior Attorney, Natural Resources Defense Council
Comment also supported by:

Janice L. Kirsch, M.D., M.P.H., San Francisco Bay Area Chapter, The
Climate Mobilization

Steve Nadel and Charles Davidson, Sunflower Alliance

Nancy Rieser, Crockett-Rodeo United to Defend the Environment

David McCoard, SF Bay Chapter, Sierra Club Energy-Climate Committee
Katherine Black, Benicians for a Safe and Healthy Community




Bradley Angel, Greenaction for Health and Environmental Justice
Richard Gray, 350 Bay Area

Denny Larson, Community Science Institute

Ratha Lai, Asian Pacific Environmental Network

Janet Johnson, Richmond Progressive Alliance

Nan Parks, 350 East Bay

Jan Warren, Interfaith Climate Action Network of Contra Costa County
Luis Amezcua, Sierra Club Bay Chapter

CCEEB

Bill Quinn, California Council for Environmental and Economic Balance

Health
Professionals

Bart Ostro PHD, Former Chief of Air Pollution Epidemiology Section,
California EPA, currently Research Faculty, Air Quality Research Center, UC
Davis

Amy D Kyle PhD, MPH, School of Public Health, University of California
Berkeley (Institution for identification only)

Claire V Broome, MD Adjunct Professor, Rollins School of Public Health
Emory University Assistant Surgeon General, US Public Health Service
(retired)

Linda Rudolph MD MPH, Director, Center for Climate Change and Health
Oakland CA

Jonathan Heller PhD, Co-Director and Co-Founder, Human Impact Partners
Oakland CA

Wendel Brunner MD, PhD, MPH, Former Director of Public Health, Contra
Costa Health Services

Kathy Dervin MPH, Senior Climate and Health Consultant, Berkeley CA
Janice L Kirsch MD MPH, Medical oncologist and hematologist

Heather Kuiper DrPH MPH, Public Health Consultant, Oakland CA

Phillips 66

Don Bristol, Phillips 66

WSPA

Catherine Reheis-Boyd, Western States Petroleum Association
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December 2, 2016
SUBMITTAL VIA EMAIL TO: vdouglas@baagmd.gov

Mr. Victor Douglas

Principal Air Quality Specialist

Technical Services

Bay Area Air Quality Management District
375 Beale Street, Suite 600

San Francisco, CA 94105

SUBJECT: COMMENT LETTER ON PROPOSED BAAQMD
REGULATION 11, RULE 18: REDUCTION OF RISK FROM AIR TOXIC EMISSIONS
AT EXISTING FACILITIES

Dear Mr. Douglas:

The California Association of Sanitation Agencies (CASA) appreciates the opportunity to
comment on the Bay Area Air Quality Management District's (BAAQMD) proposed
Regulation 11, Rule 18 (Rule 11-18). CASA is an association of local agencies, engaged in
advancing the recycling of wastewater into usable water, generation of renewable energy,
biosolids and other valuable resources. Through these efforts we help create a clean and
sustainable environment for millions of Californians.

It appears that the proposed Rule 11-18 has been developed in reaction to community
concern about only a few existing facilities, and the BAAQMD's proposed regulatory
response impacts more agencies than necessary to reach its air quality goals. BAAQMD
staff estimate that hundreds of facilities could be affected by this rule (Notice of
Preparation/Initial Study; Regulation 11, Rule 18 and Regulation 12, Rule 16; Page 1-9
October 2016). While CASA appreciates the outreach that BAAQMD staff has done, there are
dozens of POTWs that have not been engaged on this issue, and have only very recently
become somewhat aware of this significant regulatory initiative. Based on this sector, it
seems likely that there are far more, perhaps hundreds, of potentially impacted facilities who
are not aware nor have considered the impact and cost of this Regulation, and have thus not
had the opportunity to provide meaningful comments for your consideration. Therefore, we
ask that the BAAQMD consider a more robust effort to meet in workshop formats with all
affected facilities to review the basis for the Regulation, describe the proposed compliance
routes, and collectively understand its potential impacts. CASA has further concerns that the
action taken by the BAAQMD may be mimicked in other Air Districts and thus believes it is
critical that any action be fully vetted and supported by science.

CASA's specific comments on the proposed Rule 11-18 are as follows:
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1)

2)

Public notification by BAAQMD for Rule 11-18 should clarify that
emissions have not increased

Despite there being no change in a POTW's emissions levels, incorporating the
updated California Air Pollution Control Officers Association (CAPCOA) risk factors
and guidelines may result in the first notification the public receives about an existing
facility within its vicinity. This notification could result in greater public anxiety about
health risks from existing stationary sources. Providing a clear explanation that the
changes in facility risk estimates are due exclusively to changes in risk assessment
methodology, not actual increases in emissions (and health risk), should be
incorporated in the public notification. CASA, along with many other public and
private entities raised this issue in a letter to CAPCOA on October 27, 2016. Please let
me know if you would like a copy of that letter.

CASA recommends the public notification of risk include language
providing context to the risk values to improve public understanding
and reduce potential anxiety.

Proposed rule should not inadvertently discourage renewable energy
production

While the purpose of the proposed Rule 11-18 is to reduce toxic air contaminants and
protect public health, it may discourage the production and beneficial use of biogas
for the generation of renewable energy or fuel, resulting in a wasted (flared) resource.
Most CASA members already beneficially use biogas generated from anaerobic
digestion of sewage sludge to generate renewable electricity. Not only does this
practice offset the treatment plant's dependence on fossil fuel based energy, it
reduces the resulting anthropogenic greenhouse gas emissions.

The production of biogas, production of renewable energy, and the reduction of
greenhouse gas emissions support statewide greenhouse gas reduction goals set
under Assembly Bill 32 and Senate Bill 32. Furthermore, the State Air Resources
Board would like to see POTWs accept additional organic waste streams (specifically,
diverted food waste and fats, oils, and grease from landfills) for co-digestion with
sewage sludge to increase generation of biogas, in turn increasing renewable
energy/fuel production in support newly adopted mandates under Senate Bill 1383
(reducing methane emissions across the state). However, the proposed Rule 11-18
may restrict use of biogas since its combustion may contribute to a slight increase in
some toxic air contaminants, potentially forcing POTWs to purchase fossil fuel based
electricity or natural gas. This would result in an increasing in fossil fuel based
greenhouse gas emissions statewide and is in direct contradiction with the
Governor's goals for 2020, 2030, and beyond. The practice of diverting this organic
waste from landfills for co-digestion at wastewater treatment plants is increasing
across the state making Rule 11-18 a significant factor in achieving these goals
moving forward.

CASA recommends BAAQMD consider providing exceptions in Rule 11-
18 for projects that contribute toward achieving state goals for
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reductions in greenhouse gas emissions through the diversion of
organic waste from landfills, and increased production of biogas for the
generation of renewable energy or fuel.

3) BAAQMD should consider cross-media environmental impacts

POTWs are regulated by a number of different governmental agencies whose goals
can result in contradictory impacts to the municipal wastewater treatment sector.
While regulatory actions may be seen as effective when each media (air, water, land)
is addressed separately, the deficiencies become evident when the regulations are
viewed holistically for protecting the overall environment and public health. CASA
hosted a cross-media roundtable with state regulatory agencies including the Air
Resources Board in 2008 highlighting these issues. A regulatory checklist was
developed as an outcome of that meeting which was intended to highlight cross-
media issues during regulatory development. CASA would be pleased to provide a
copy of the checklist to the BAAQMD. There are increasing concerns about cross-
media impacts and the potential operational and financial effects they will have on
POTWs that are trying to provide an essential public service while maintaining
compliance with regulations supporting contradictory goals.

CASA recommends a holistic approach and asks BAAQMD to address the
cross-media environmental impacts of the proposed Rule 11-18 and in
future proposed regulations.

Thank you for the opportunity to comment on the draft Rule 11-18. CASA supports
BAAQMD's intent to protect the Bay Area's air quality, but asks BAAQMD to carefully
address our concerns. CASA also strongly supports the comments provided to you by the
Bay Area Clean Water Agencies (BACWA). Please feel free to contact me with any questions
at gkester@casaweb.org or at 916-844-5262.

Sincerely,

Drey Yast

Greg Kester
Director of Renewable Resource Programs

cc:  Roberta Larson, Executive Director, California Association of Sanitation Agencies
Dave Williams, Executive Director, Bay Area Clean Water Agencies
Debbie Webster, Executive Officer, Central Valley Clean Water Association
Steve Jepsen, Executive Director, Southern California Alliance of POTWs



To: Bay Area Air Quality Management District — Victor Douglas
From: Cathy Helgerson — CAP — Citizens Against Pollution

Regarding Draft Comments — Regulation 12, Rule 16 Petroleum Refining Facility — Wide Emissions
Limits and Regulation 11 Rule 18

Project Description

1.0 Project Description — 1.1 Introduction Paragraph 1 — States that Petroleum refineries are significant
sources of harmful pollutants. Comment: This is very true and people are getting sick and dying.

Paragraph 3 - Mentions Communities for a Better Environment (CBE) and several associated operations
have recommended that the Air District adapt new Regulation 12, Rule 16: Petroleum Refining Facility
Wide Emissions Limits (Rule 12-16 or “Refining Caps Rule”) This rule would set numeric limits on specific
refinery emissions, Rule 12-16 would apply only to the Bay Area five petroleum refineries and three
facilities associated with the refineries.

Paragraph 4 - Air District Recommends Regulation 11 Rule 18 would apply to all facilities whose
emissions of Toxic Air Contaminants (TAC) may result in a significant risk to nearby residents and
workers- this would include petroleum refineries. It goes on to state — The purpose of 1118 is to set
Toxic Air Contaminant Caps for those facilities causing the highest health impacts across the bay area
and to require these facilities to reduce that health risk.

Paragraph 5 — EIR — Environmental Impact Report it is said will cover both Rules. The Board of Directors
could adopt either rule, both rules, or neither rule it would be up to them.

1.1.1 Draft Rule 12-16 — Reflects a policy recommendation from CBE and their associated organizations.
The rule as proposed by CBE, would limit the emissions of climate pollutants and three criteria
pollutants greenhouse gases (GHG’s) particulate matter (PM), oxides of nitrogen (NOX), and sulfur
dioxide (5S02) from petroleum refineries and three associate facilities. The Draft Rule would establish
facility — wide emissions limits for the covered pollutants at each of the affected to ensure that each
facility does not increase emissions due to changes in operation, crude or product slates, or increases in
product production. Each facility emission limit would be set at maximum — annual emissions reported
for that facility in the period from 2011 through 2015 with an additional allowance or “threshold factor’
of seven percent over the maximum annual emission rate for each pollutant.

)

Comment; It mentions that each facility emissions limit would be set at the maximum — annual
emissions reported for that facility in the period from 2011-2015 with an additional allowance or
“threshold factor” of seven percent over the maximum annual emission rate for each pollutant. The
facilities do their own reporting and submit reports how can we be sure that their reports are honest
and accurate? The TAC — Toxic Air Contaminants Reporting Systems is not an enforcement agency it just
states what the pollution levels of each pollutant that is not enough. The EPA TRI System if reporting is
also a reporting system nothing else we need an enforcement agency system. If the EPA does not
investigate the facility and its records to make sure the facility has sent in their reports the matter goes



unnoticed. This happened to Lehigh Southwest Cement and Quarry they failed to report the emissions
with the TRI System requirements and they were fined. The EPA Region 9 just happened to see if Lehigh
had reported to the TRI Department their emissions levels and they had not. | asked the EPA if they
were going to check each year to see if Lehigh sent in their reports and | was told that they could not. |
believe because | was asking about Lehigh that the EPA decided to check into this and | am glad they did.

The emissions ae high overall and then to add an additional allowance or “threshold Factor” of seven
percent over the maximum annual emissions rate for each pollutant is very wrong.

Question: How do these Regulations and Rules effect the Lehigh Southwest Cement and Quarry
operation?

1.1.2 Draft Rule 11-18, as proposed by the Air District staff, would ensure that emissions of Toxic Air
Contaminates (TACs) from existing facilities do not pose an unacceptable health risk to people living and
working nearby. It states that the rule would require facilities with a cancer risk in excess of 25 in a
million (25/M) to reduce that risk below (10/M). It mentions further reductions.

Comment: It states if the facility could not devise a means to reduce the risk below 10/M, the facility
would be required to install best available retrofit control technology for toxic pollutants (TBARCT) on
every significant source of TAC’s at the facility. Who can determine the cancer risks? There is no
mention of any cumulative effects from all the pollutants this seems to be continually overlooked. The
Best Available Technology determination on equipment is left up to the facility to explore. | would like to
know can the Air District actually determine that Lehigh for instance has found the Best Available
Technology. Lehigh Southwest Cement and Quarry is also operating under a grandfathered protection
rule and the plant is old and has not been retrofitted and upgraded as it should be so the public suffers
continually. They are also using Petroleum Coke to fire up and operate the kiln this product Petroleum
Coke is a waste material of Petroleum and is also radioactive. | have been told that it is worse than coal
there needs to be a better way. The public is suffering cancer it is at epidemic stages everyone is getting
it and other health problems. The public must be protected from this ongoing pollution. There needs to
be a 24/7 surveillance cameras set up at each facility to make sure that the polluters are not out of
serious compliance. The film and reports off of the surveillance cameras and monitor reports should be
relayed to the Air District and the EPA immediately. Lehigh Southwest Cement is spewing pollution they
must be sited and or closed down by the inspector.

1.2 Agency Authority — California Environmental Quality Act (CEQA) mentioned. The Air District is the
lead agency they will prepare a Draft Notice of Preparation (NOP), and Environmental Impact Report
(EIR) and Initial Study (NOP/IS) to address the potential environmental impacts associated with the draft
rules. Comment: It seems that a great deal of information has been left out of this draft. The problem of
enforcement from the agencies is evident stronger rules must be administered along with real
enforcement and that is just not happening.

1.3 Project Location — Santa Clara County is included so we must of course look at all for toxic pollutants
(TBARCT) on every significant source of TAC's at the facility.



Comment: Question — Who can determines the cancer risks and how is it really accurate? There is no
mention of any cumulative effect from all the pollutants this seems to be always overlooked. The Best
Available Technologies available seem to be not enough people are still sick and dying.

Lehigh Southwest Cement and Quarry is also operating under a grandfathered protection rule and the
plant is old and has not been retrofitted and upgraded so that it can be considered under the New Plant
Rules and Regulations. There needs to be methods to require a facility that is outdated with its facility to
be required to upgrade oth