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EXECUTIVE SUMMARY 

 

On September 30, 2022, the United States Environmental Protection Agency (U.S. EPA) published 

its Limited Approval, Limited Disapproval of California Air Plan Revisions; California Air 

Resources Board that partially relies on South Coast AQMD Rules 463 – Organic Liquid Storage 

and 1178 – Further Reductions of VOC Emissions from Storage Tanks at Petroleum Facilities to 

demonstrate Reasonably Available Control Technology (RACT) for the 2008 and 2015 ozone 

National Ambient Air Quality Standards (NAAQS) for storage tanks subject to U.S. EPA’s 2016 

Control Techniques Guidelines for the Oil and Natural Gas Industry (Oil and Gas CTG). California 

Air Resources Board (CARB) has requested that Rules 463 and 1178 be amended to address the 

RACT deficiencies prior to CARB’s Public Hearing in June so that CARB’s rule can be reviewed 

and approved by U.S. EPA to avoid potential sanctions.  

 

Rules 463 and 1178 contain requirements as stringent as RACT. However, the applicability of 

Rules 463 and 1178 is based on tank capacity and the true vapor pressure of the organic liquid 

stored. The Oil and Gas CTG applies to storage tanks in the oil and natural gas industry based a 

instead on storage tank’s potential to emit (PTE) and may therefore conceivably apply to tanks 

that are not currently subject to Rule 463 or Rule 1178. The proposed amendments to Rules 463 

and 1178 will align the rules’ applicability with the Oil and Gas CTG. Staff has determined that 

no existing storage tanks will be required to install controls as a result of amending the applicability 

to include tanks that emit over the PTE threshold specified in the Oil and Gas CTG. 

 

Separately, a best available retrofit control technology (BARCT) analysis for Rule 1178 is ongoing 

and any recommended amendments resulting from the BARCT analysis will be presented to the 

South Coast AQMD Governing Board for their consideration at a later date.   

 

BACKGROUND 

 

On September 30, 2022, U.S. EPA published its Limited Approval, Limited Disapproval of 

California Air Plan Revisions; California Air Resources Board. The action disapproved CARB’s 

demonstration of RACT for the 2008 and 2015 NAAQS for tanks subject to U.S. EPA’s Oil and 

Gas CTG. CARB’s RACT demonstration partially relied on Rules 463 and 1178, and RACT 

deficiencies in regard to their alignment with the Oil and Gas CTG applicability requirements were 

identified in both rules. 

 

Rule 463 limits VOC emissions from above-ground storage tanks that store organic liquids. 

Applicable storage tanks include ones that have a design capacity of 19,815 gallons or more or 

that have a design capacity between 251 and 19,815 gallons and are used to store gasoline. The 

rule requires floating roofs with seals, or fixed roofs with 95 percent (%) emission control, for 

storage tanks with capacity of 39,630 gallons or more used to store organic liquid with true vapor 

pressure (TVP) of 0.5 pound per square inch absolute (psia) or greater, and for storage tanks with 

capacity of 19,815 gallons used to store organic liquid with TVP of 1.5 psia or greater.  

 

Rule 1178 limits volatile organic compounds (VOC) emissions from storage tanks at petroleum 

facilities that have emitted more than 20 tons of VOC in any reporting year since the rule’s 

adoption in 2001. Applicable storage tanks have a design capacity of 19,815 gallons or more and 

store materials with a TVP of greater than 0.1 psia. The rule requires more stringent controls for 



 

 

 

PAR 463 and PAR 1178 Draft Staff Report 2 April 2023 

storage tanks at higher emitting facilities. Such controls include: gasketed and/or bolted covers, 

and sleeves and/or wipers on all roof components. Best available rim seal systems and domes are 

also required for certain tanks.  

 

The recommendation in the Oil and Gas CTG for RACT is a 95 percent emission control standard 

for storage tanks. Rules 463 and 1178 require at least 95 percent emission control for all storage 

tanks subject to the rules. However, the Oil and Gas CTG applies to storage tanks with a potential 

to emit six tons per year or greater and that are used in the oil and natural gas sector. Since Rules 

463 and 1178 do not apply to storage tanks based on a tank’s potential to emit, but based on design 

capacity and the true vapor pressure of the liquid stored, the rules potentially do not cover all tanks 

subject to the Oil and Gas CTG. Proposed Amended Rule 463 (PAR 463) and Proposed Amended 

Rule 1178 (PAR 1178) will address the identified RACT deficiency by aligning the applicability 

of each rule with the applicability of the Oil and Gas CTG by including storage tanks covered by 

the Oil and Gas CTG. 

 

PAR 463 applies to 1,594 storage tanks at 278 facilities. PAR 1178 applies to 1,072 storage tanks 

at 29 facilities.  No additional storage tanks are expected to become subject to Rule 463 or Rule 

1178 and be required to install controls as a result of the proposed amendments. Implementation 

of PAR 463 and PAR 1178 is expected to result in zero emission reductions.  

  

PAR 1178 and PAR 463 were developed through a public process. A Public Workshop for PAR 

463 and PAR 1178 was held on March 1, 2023, where staff presented the proposed amended rule 

language to the general public and to stakeholders, and solicited comments.
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REGULATORY HISTORY  

 

Rule 463 was adopted in 1977 and regulates emissions from above-ground storage tanks. Rule 463 

requires tanks to have an external floating roof, internal floating roof, or fixed roof and in which 

the tank is vented to a fuel gas system or vapor recovery system that meets 95 percent or greater 

control efficiency by weight. The most recent amendments to Rule 463 include removal of the 

hydrogen sulfide content standard and associated test method shown to be non-reproducible and 

to harmonize test methods and leak standards with Rule 1178. 

 

Rule 1178 was adopted in 2001 and requires additional emission controls for tanks with capacity 

of 19,815 gallons or greater used for the storage of organic liquids with a true vapor pressure of 

greater than 0.1 psia at any petroleum facility that emits more than 20 tons of VOC in any reporting 

year since 2000. The additional emission controls included domes, gasketed and/or bolted covers 

with sleeves or wipers on all roof opening, best available rim seal systems, and emission controls 

systems for fixed roof tanks.  

 

Rule 1178 was amended on April 7, 2006 to allow an alternative for drain covers, include a 

modified seal requirement, update the inspection form, and clarify compliance schedules. Rule 

1178 was amended again on April 6, 2018 to specify requirements for flexible enclosure systems, 

require repairs or replacements to be conducted within 72 hours of an identified leak, and clarify 

report submissions. Rule 1178 was amended again on November 6, 2020 to allow the option for 

an operator to apply for and accept permit conditions to limit the TVP of the organic liquid stored 

in waste water tanks where the installation of a domed roof may create a hazard due to the 

accumulation of pyrophoric material. 

 

APPLICABLE INDUSTRIES 

 

PAR 463 applies to 1,594 storage tanks at 278 facilities in the petroleum, natural gas, electricity, 

generations, and chemical manufacturing and distribution industries. PAR 1178 applies to 1,072 

tanks at 29 facilities in the petroleum industry including refineries, bulk storage, terminals, and oil 

production sites.  

 

PUBLIC PROCESS 

 
PAR 463 and PAR 1178 were developed through a public process. A Public Workshop was held 

on March 1, 2023, where staff presented the proposed amended rules to the general public and to 

stakeholders and solicited comments. Staff presented draft versions of rule language in PAR 463 

and PAR 1178 specific to addressing the RACT deficiency. In addition, staff presented additional 

draft rule language in PAR 1178 based on the results of the best available retrofit control 

technology (BARCT) assessment for leak detection and emission reducing technologies. 

Discussion on proposed amendments to Rule 1178 included requirements for doming, seals, 

emission control systems, optical gas imaging (OGI) inspections, recordkeeping and reporting. 

Stakeholders have requested additional time to work with staff on the proposed requirements 

pertaining to the BARCT assessment for PAR 1178. 
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CARB has requested that South Coast AQMD amend Rules 463 and 1178 no later than June 2023 

to address the RACT deficiency. To meet CARB’s request, PAR 463 and PAR 1178 is proposed 

to be considered by the South Coast AQMD Governing Board at the Public Hearing scheduled for 

May 5, 2023 and will only contain those proposed amendments specific to remedying the RACT 

deficiency. To allow more time for stakeholders to work with staff on the remaining issues 

pertaining to the BARCT assessment, additional amendments to Rule 1178 to incorporate 

requirements based on the BARCT assessment will be proposed at a separate Public Hearing 

tentatively scheduled for August 4, 2023. 

 

SUMMARY OF PROPOSALS 

 

The Oil and Gas CTG applies to storage tanks with a potential to emit 6 tons per year or greater 

used in the oil and natural gas industry. Storage tanks used in the oil and natural gas industry store 

organic liquid such as crude oil, condensate, intermediate hydrocarbons, and produced water. 

 

The Oil and Gas CTG describes the oil and natural gas industry as operations involved in the 

extraction and production of crude oil and natural gas. The natural gas industry also includes 

processing, transmission, storage, and distribution. Storage tanks in the extraction and production 

of crude oil includes those used in any operations from the well to the point of custody transfer to 

a refinery, including those located at stand-alone sites where oil, condensate, produced water or 

gas from a well is separated, stored or treated. Storage tanks in the natural gas industry include 

those used in any operations from the natural gas well to the natural gas customer, including 

distribution. Distribution is the final operation in the natural gas industry and includes all networks 

that deliver natural gas to business or household customers. 

 

The CTG also specifies how to determine the potential to emit for a storage tank. The potential to 

emit is based on the maximum average daily throughput in a 30-day period of production prior to 

a deadline established by the regulating agency. Proposed amendments to Rules 463 and 1178 will 

align the applicability with the Oil and Gas CTG and include definitions to specify the operations 

that are involved in the oil and natural gas industry and subject to the Oil and Gas CTG and the 

method for calculating potential to emit. 

 

Proposed Amended Rule 463 

 

Subdivision (a) – Purpose and Applicability 

In addition to the existing applicability, PAR 463 will apply to tanks with Potential For VOC 

Emissions of six tons per year or greater used in Crude Oil and Natural Gas Production Operations.  

 

Subdivision (b) – Definitions 

An existing definition was modified and new definitions were added for clarity and consistency 

with the proposed changes to applicability.  

 

CRUDE OIL AND NATURAL GAS PRODUCTION OPERATIONS are any operations from the 

crude oil well to the point of custody transfer to a refinery and any operations from a natural gas 

well to the natural gas customer. 
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This is a new definition that specifies the operations in which storage tanks are used and that may 

be subject to the proposed amended rule if the tank’s Potential For VOC Emissions is six tons per 

year or greater.  

 

POTENTIAL FOR VOC EMISSIONS means emissions calculated using a generally accepted 

model or calculation methodology, based on permitted throughput limits or, when permitted 

throughput limits are not available, based on the maximum throughput in a calendar month 

consisting of at least 30 days of production, in years 2019 to 2022. 

 

This is a new definition that specifies how the Potential For VOC Emissions is calculated to 

determine applicability. For storage tanks without permitted throughput limits, the potential for 

VOC emissions must calculated based on the highest throughput in a calendar month where at 

least 30 days of production occurred, in years 2019 to 2022.  

 

TANK is any stationary reservoir or any other stationary container used for storage of an organic 

liquid, primarily constructed of non-earthen materials. 

 

This definition was modified to include tanks subject to the Oil and Gas CTG which applies to 

aboveground and underground storage tanks primarily constructed of non-earthen materials. 

 

Subdivision (c) – Tank Roof Requirements 

This subdivision was modified to apply to tanks subject to the Oil and Gas CTG. 

 

Subdivision (g) – Exemptions 

This subdivision was modified so that exemptions do not apply to tanks subject to the Oil and Gas 

CTG. 

 

Proposed Amended Rule 1178 

 

Subdivision (b) – Applicability 

In addition to the existing applicability, PAR 1178 will apply tanks with Potential For VOC 

Emissions of six tons per year or greater used in Crude Oil and Natural Gas Production Operations.  

 

Subdivision (c) – Definitions 

An existing definition was modified and new definitions were added for clarity and consistency 

with the proposed changes to applicability.  

 

CRUDE OIL AND NATURAL GAS PRODUCTION OPERATIONS are any operations from the 

crude oil well to the point of custody transfer to a refinery and any operations from a natural gas 

well to the natural gas customer. 

 

This is a new definition that specifies the operations in which storage tanks are used and that may 

be subject to the proposed amended rule if the tank’s Potential For VOC Emissions is six tons per 

year or greater.  
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POTENTIAL FOR VOC EMISSIONS means emissions calculated using a generally accepted 

model or calculation methodology, based on permitted throughput limits or, when permitted 

throughput limits are not available, based on the maximum throughput in a calendar month 

consisting of at least 30 days of production, in years 2019 to 2022. 

 

This is a new definition that specifies how the potential for VOC emissions is calculated to 

determine applicability. For storage tanks without permitted throughput limits, the potential for 

VOC emissions must calculated based on the highest throughput in a calendar month where at 

least 30 days of production occurred, in years 2019 to 2022.  

 

STORAGE TANK is a stationary container primarily constructed of non-earthen materials that 

meets the applicability criteria of this rule and is used to store organic liquid.   

 

This definition was modified to include tanks subject to the Oil and Gas CTG which applies to 

aboveground and underground storage tanks primarily constructed of non-earthen materials. 

 

Subdivision (d) – Requirements 

This subdivision was modified so that the requirements apply to all tanks applicable to the rule.  

 

 

EMISSION REDUCTIONS AND COST-EFFECTIVENESS 

 

Staff has not identified any storage tanks that are used in the oil and natural gas industry with a 

potential to emit six tons per year or greater of VOC that are not already subject to Rule 463 or 

Rule 1178. Staff does not anticipate that any facilities will need to install controls on existing 

storage tanks as a result of the proposed amendment. Since no controls are expected to be installed, 

no costs or emissions reductions are assumed and a cost-effectiveness analysis is not required.  

 

CALIFORNIA ENVIRONMENTAL QUALITY ACT (CEQA) ANALYSIS 

 

Pursuant to the California Environmental Quality Act (CEQA) Guidelines sections 15002(k) and 

15061, the proposed project (PAR 463 and PAR 1178) is exempt from CEQA pursuant to CEQA 

Guidelines section 15061(b)(3). A Notice of Exemption has been prepared pursuant to CEQA 

Guidelines section 15062, and if the proposed project is approved, the Notice of Exemption will 

be filed for posting with the State Clearinghouse of the Governor’s Office of Planning and 

Research, and with the county clerks of Los Angeles, Orange, Riverside, and San Bernardino 

Counties 

 

SOCIOECONOMIC ASSESSMENT 
 

The proposed amendments to Rules 463 and 1178 are not expected to result in emission reductions 

and will not significantly affect air quality or emissions limitations. Therefore, no socioeconomic 

impact assessment is required under California Health and Safety Code sections 40440.8 and 

40728.5. 

 

DRAFT FINDINGS UNDER HEALTH AND SAFETY CODE SECTION 40727 
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Requirements to Make Findings 

Health and Safety Code section 40727 requires that prior to adopting, amending, or repealing a 

rule or regulation, the South Coast AQMD Governing Board shall make findings of necessity, 

authority, clarity, consistency, non-duplication, and reference based on relevant information 

presented at the public hearing and in the staff report. In order to determine compliance with Health 

and Safety Code sections 40727 and 40727.2 require a written analysis comparing the proposed 

amended rules with existing regulations, if the rules meet certain requirements. The following 

provides the draft findings. 

 

Necessity 

A need exists to amend PAR 463 and PAR 1178 to address RACT deficiencies identified by U.S. 

EPA. 

 

Authority 

The South Coast AQMD obtains its authority to adopt, amend, or repeal rules and regulations from 

Health and Safety Code sections 39002, 40000, 40001, 40440, 40506, 40510, 40702, 40725 

through 40728, 41508, 41700, and 42300 et seq. 

 

Clarity 

PAR 463 and PAR 1178 are written or displayed so that their meaning can be easily understood 

by the persons directly affected by them. 

 

Consistency 

PAR 463 and PAR 1178 are in harmony with and not in conflict with or contradictory to, existing 

statutes, court decisions or state or federal regulations. 

 

Non-Duplication 

PAR 463 and PAR 1178 will not impose the same requirements as any existing state or federal 

regulations. The proposed amended rules are necessary and proper to execute the powers and 

duties granted to, and imposed upon, the South Coast AQMD. 

 

Reference 

In amending these rules, the following statutes which the South Coast AQMD hereby implements, 

interprets or makes specific are referenced: AB 617, Health and Safety Code sections 39002, 

40001, 40406, 40506, 40702, 40440(a), 40725 through 40728.5, 40920.6, and 42300 et seq. 

 

COMPARATIVE ANALYSIS 

 
Health and Safety Code section 40727.2 requires a comparative analysis of each proposed 

amended rule with any federal or South Coast AQMD rule applicable to the same source. A 

comparative analysis is presented below in Table 1. 
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Table 1 – Comparative Analysis 

 
Rule Element PAR 1178 PAR 463 40 CFR 60 Subpart Ka 40 CFR 60 Subpart Kb 

Applicability • Storage tanks at 
facilities emitting 20 

tons per year or more 
in any year since 
2000 that: 
   • have capacity of 

19,815 gallons or 
more and stores 
organic liquid 
with true vapor 
pressure of >0.1 

psia; or  
   • have potential to 

emit of 6 tons per 
year or more and 
used in oil and 
natural gas 
industry 

• Storage tanks from 
19,815-39,630 gallons 
storing material with 
TVP of 1.5 psia or 
greater 
• Storage tanks with 
capacity 39,630 gallons 
or more storing liquids 
with TVP of 0.5 psia or 
greater 
• Storage tanks from 
251 gal to 19,815 gal 
storing gasoline 
• Storage tank with 
potential to emit of 6 

tons per year or more 
used in oil and natural 
gas industry 

• Storage tanks 
constructed, 

reconstructed, or 
modified after May 
1978, and prior to July 
23, 1984 
• Tanks with capacity 
greater than 40,000 
gallons except for tanks 
with capacity less than 
420,000 gallons used to 

store, process or treat 
petroleum or condensate 
 

• Storage tanks 
constructed, 

reconstructed or 
modified after July 23, 
1984 with capacity of 75 
meters3 (m3) or greater 
• Tanks with capacity 
greater than 75 m3 
storing liquid with true 
vapor pressure greater 
than or equal 0.5 psia 

and tanks with capacity 
of 75 m3 – 151 m3storing 
liquid with true vapor 
pressure greater than or 
equal to 2 psia 

 

 
INCREMENTAL COST-EFFECTIVENESS 

 

Health and Safety Code section 40920.6 requires an incremental cost-effectiveness analysis for 

BARCT rules or emission reduction strategies when there is more than one control option which 

would achieve the emission reduction objective of the proposed amendments, relative to ozone, 

carbon monoxide (CO), sulfur oxides (SOx), nitrogen oxides (NOx), and their precursors. The 

proposed amendments do not include new BARCT requirements; therefore, this provision is not 

applicable.



 

 

 

APPENDIX A: RESPONSES TO PUBLIC COMMENTS
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Staff has received several comment letters in response to the Public Workshop for PAR 463 and 

PAR 1178. Staff has included the comment letters pertaining to the bifurcation of PAR 1178 and 

addressing the RACT deficiencies in PARs 463 and 1178 in this appendix.  The comment letters 

pertaining to other proposed amendments to Rule 1178 will be addressed in a future Draft Staff 

Report for PAR 1178. All received comment letters have been posted electronically and are 

available in the Comment Letter section on the PAR 1178 Proposed Amended Rule Page on the 

following South Coast AQMD’s website:    

http://www.aqmd.gov/home/rules-compliance/rules/scaqmd-rule-book/proposed-rules/rule-

1178/comment-letters  

http://www.aqmd.gov/home/rules-compliance/rules/scaqmd-rule-book/proposed-rules/rule-1178/comment-letters
http://www.aqmd.gov/home/rules-compliance/rules/scaqmd-rule-book/proposed-rules/rule-1178/comment-letters
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1. Comment Letter from the Regulatory Flexibility Group (Latham & Watkins), received 
March 2, 2023 

1-1 

1-2 
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1-2 

1-3 
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Comment 1-1 

Staff has presented costs and the cost-effectiveness analysis for doming in multiple working group meetings 

and has worked with facilities over several months to obtain cost information and discuss the cost-

effectiveness analysis for doming. The current cost-effectiveness for doming is based solely on costs 
provided by facilities from past and projected doming projects. Staff has not identified more stringent 

control options that are cost-effective and, as a result, did not present incremental cost-effectiveness in a 

Working Group Meeting. Incremental cost-effectiveness was presented in the Public Workshop and as 
stated in the Public Workshop, the socioeconomic assessment will be made publicly available for review 

and comments at least 30 days prior to the Public Hearing. 

 

Comment 1-2 

Staff released initial preliminary draft rule language to allow stakeholders to comment prior to the release 

of the preliminary draft rule language. As a result, staff received several comments after the release of the 

initial preliminary draft rule language and revised the rule language based on stakeholder comments. Staff 
also received information requested from facilities and updated the rule language based on the information 

received. The intent of updating rule language prior to the release of the Preliminary Draft Rule Language 

was to allow facilities time to review and comment so that stakeholder input can be considered for the 
Public Workshop. Staff also held meetings with participating facilities to discuss the initial drafts of the 

rule language to consider their input for the Public Workshop. Staff continues to be available to discuss 

PAR 1178. 

 

Comment 1-3 

Additional amendments to Rule 1178 to incorporate requirements based on the BARCT assessment will be 

proposed at a separate Public Hearing tentatively scheduled for August 4, 2023. Staff encourages 
stakeholders to meet with staff individually to address individual concerns with PAR 1178.  
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2. Comment Letter from Western States Petroleum Association, Received March 15, 2023 

 

2-1 
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2-1 

2-2 

2-3 
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2-5 

2-4 2-6 

2-4 
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Comment 2-1 

Staff appreciates your comments and will respond to comments regarding other proposed amendments to 

Rule 1178 that are not associated with addressing the RACT deficiency in the Draft Staff Report for PAR 
1178 that is tentatively scheduled to be heard by the South Coast AQMD Governing Board in August 2023.  

 

Comment 2-2 

Staff has stated in Working Group Meeting #5 that U.S. EPA has identified deficiencies in Rules 463 and 

1178 and that staff is working with U.S. EPA to address the deficiency. In Working Group Meeting #7, 

staff presented the proposed rule concepts that included how the RACT deficiency would be addressed. 

Staff released initial preliminary draft rule language prior to the release of the Preliminary Draft Rule 
Language informing stakeholders of the rule language that addresses the RACT deficiency. Subsequently, 

staff presented PARs 463 and 1178 in the Public Workshop.  

 
Comment 2-3 

Staff released initial preliminary draft rule language to allow stakeholders to comment prior to the release 

of the preliminary draft rule language. As a result, staff received several comments after the release of the 
initial preliminary draft rule language and revised the rule language based on stakeholder comments. Staff 

also received information requested from facilities and updated the rule language based on the information 

received. The intent of updating rule language prior to the release of the Preliminary Draft Rule Language 

was to allow facilities time to review and comment so that stakeholder input can be considered for the 
Public Workshop. Staff also held meetings with participating facilities to discuss the initial drafts of the 

rule language to consider their input for the Public Workshop. Staff continues to be available to discuss 

PAR 1178 prior to the release of the Draft Rule Language. Staff released the Preliminary Draft Staff Report 
for stakeholder review two weeks prior to the Public Workshop that detailed the incremental cost-

effectiveness analysis. 

 

Comment 2-4 

Over several months, staff has worked with stakeholders to obtain cost information regarding controls and 

encourages stakeholders that want to provide information regarding O&M costs to do so. 

 
Comment 2-5 

PARs 463 and 1178 applicability has been revised to only include tanks that are subject to the U.S. EPA’s 

2016 CTG. The 2016 CTG includes tanks with a potential for VOC emissions of six tons per year or more 
that are used in the oil and natural gas production. The rule language includes a definition to define which 

operations are considered Crude Oil and Natural Gas Production Operations. 

 

Comment 2-6 

Staff appreciates your comments and will respond to comments regarding other proposed amendments to 

Rule 1178 that are not associated with addressing the RACT deficiency in the Draft Staff Report for PAR 

1178 that is tentatively scheduled to be heard by the South Coast AQMD Governing Board in August 2023.  
 


