BOARD MEETING DATE: April 5, 2024 AGENDA NO. 29

PROPOSAL:

SYNOPSIS:

COMMITTEE:

Determine That Proposed Amended Rule 1118 — Control of
Emissions from Refinery Flares, Is Exempt from CEQA; and
Amend Rule 1118

Proposed Amended Rule 1118 (PAR 1118) seeks further control
and reduction of flaring and flare related emissions at refineries,
hydrogen production plants, and sulfur recovery plants and
establishes new requirements to monitor and record flaring data.
PAR 1118 will reduce emissions from refinery flares by lowering
the sulfur dioxide performance target for general service flares,
establish a new NOx performance target for hydrogen production
plants, and establish a throughput threshold for clean service flares.
PAR 1118 will also increase mitigation fees and fulfill the
Assembly Bill 617 Wilmington, Carson, West Long Beach
Community Emission Reduction Plan air quality commitment
objectives related to refinery flaring.

Stationary Source, February 16, 2024; Recommended for Approval

RECOMMENDED ACTIONS:

Adopt the attached Resolution:

1. Determining that Proposed Amended Rule 1118 — Control of Emissions from
Refinery Flares, is exempt from the requirements of the California Environmental

Quality Act; and

2. Amending Rule 1118.

SN:SR:MK:HF:SK:ZB:ST

Wayne Nastri
Executive Officer

Background

Rule 1118 — Control of Emissions from Refinery Flares (Rule 1118) was adopted on
February 13, 1998, and established requirements for flares operated at petroleum
refineries and related operations. The intent of Rule 1118 is to monitor and record data
on refinery and related flaring operations, and to control and minimize flaring and flare-



related emissions. There are 12 facilities including eight petroleum refining facilities,
three hydrogen production plants, and one sulfur recovery plant, with a total of 31
existing flares subject to Rule 1118. The last major amendment to Rule 1118 was the
2017 amendment, which was the first phase of a planned two-phase amendment. The
first phase primarily focused on establishing mechanisms to gather more information
through scoping documents prepared by the regulated facilities. The Assembly Bill 617
(AB 617) Community Emission Reductions Plan (CERP) for Wilmington, Carson, West
Long Beach (WCWLB) includes seven air quality objectives to reduce emissions from
refinery flaring. There are eight facilities in the WCWLB community including five
petroleum refining facilities, two hydrogen production plants, and one sulfur recovery
plant, with a total of 20 flares.

Public Process

PAR 1118 was developed through a public process. Staff held five Working Group
Meetings on: July 21, 2022, October 26, 2022, April 26, 2023, October 25, 2023, and
December 12, 2023, and an evening community meeting held on February 16, 2024.
The meetings included a variety of stakeholders such as affected facilities, industry
associations, equipment vendors, public agencies, and environmental and community
groups. In addition, staff held a Public Workshop on February 8, 2024. As part of this
rule development process, staff also met with individual stakeholders and conducted site
visits at all affected facilities.

Proposed Amendments

PAR 1118 is the second phase of the planned two-phase rule amendment and seeks to
achieve further emission reductions from refinery flares and aligns Rule 1118 with
requirements of U.S. EPA’s Refinery Sector Rule for flares. PAR 1118 relies upon the
information gathered from the scoping documents submitted after the 2017 amendment
and staft’s investigations on flare emission reductions. PAR 1118 will achieve four out
of the seven AB 617 CERP air quality objectives for WCWLB community by
establishing a more stringent sulfur dioxide (SO>) performance target, a new
performance target for NOx emissions from flares at hydrogen production plants, and a
throughput threshold for liquified petroleum gas flares at refineries. PAR 1118 will not
address the AB 617 CERP air quality objectives for WCWLB community with respect
to: 1) storing the recovered vent gas by vapor recovery system during shutdowns, which
is not deemed feasible due to safety concerns regarding storing large volumes of gas
that can create an explosive environment; 2) modifications to flare headers for gas
diversion, as modifications to flare headers was implemented as part of the requirements
by 2005 amendments to Rule 1118; and 3) using remote optical sensing technology for
flare emission characterization, which is currently under review by U.S. EPA and has
not been approved at this time. PAR 1118 is estimated to achieve more than 50 percent
reduction in SOz emissions, fulfilling the SO, emission objective of AB 617 CERP for
WCWLB community. PAR 1118 also clarifies and updates rule language, restructures
the rule, removes obsolete language, and updates requirements for notifications and
reporting sent through Flare Event Notification System.
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Emission Reductions

PAR 1118 will affect 12 facilities located in Los Angeles County. This includes eight
petroleum refining facilities, three hydrogen production plants, and one sulfur recovery
plant with a total of 31 existing flares. PAR 1118 is expected to reduce SO by 16.6 tons
per year, VOC by 3.8 tons per year, and NOx by 10.1 tons per year. In addition, SOy is a
precursor to the formation of PM2.5; therefore, the SO2 emission reductions will result
in approximately 3.3 tons of PM2.5 reduced per year.

Key Issues

Throughout the rule development process, staff worked with stakeholders to address and
resolve key issues. There are two remaining key issues: 1) The stringency of the SO>
performance standard; and 2) The lack of a VOC performance target.

1) More Stringent SO, Performance Target

PAR 1118 lowers the existing SO performance target from 0.5 to 0.25 ton per million
barrels of processing capacity; stakeholders requested a more stringent SO, performance
target of 0.1 ton per million barrels of procession capacity.

Staft’s proposed lower performance target is estimated to achieve 51 percent reduction
in SOz emissions from flaring in WCWLB community. This reduction aligns with the
AB 617 CERP objectives for WCWLB community and reflects collaborative efforts
with the Community Steering Committee which prioritized a 50 percent reduction in
SO, emissions from flaring.

While WCWLB CERP aimed for 50-percent reduction in the SO, emissions, staff
conducted a technical feasibility evaluation for all facilities, considering the possibility
of 80 percent reduction of the SO, performance target (0.1 ton of SO2 per million
barrels of processing capacity). This evaluation concluded that achieving the lower
target would require the installation of significant additional control systems. Facilities
meeting the SO, performance level of 0.1 ton per million barrel of processing capacity
are equipped with multiple gas turbine cogeneration units and a flare gas recovery
system capable of diverting recovered vent gas from the flare system to the gas turbine
cogeneration units. Staff evaluated the technical feasibility and cost-effectiveness of
requiring all facilities to install similar systems; however, staff determined it not be
cost-effective ($1.6 million per ton of SO> reduced). Staff’s proposed SO, performance
target of 0.25 ton per million barrels of processing capacity is expected to be achieved
through process changes and implementing some flare minimization projects to ensure
the facility can consistently maintain lower flare emissions.

2) VOC Performance Target

Stakeholders recommended the addition of a VOC performance target to PAR 1118.
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Staff is proposing to reduce the SO, performance target to 0.25 ton per million barrels
of processing capacity, which will lead to concurrent reductions in VOC and NOx
emissions, both of which serve as precursors for ozone. These reductions are crucial in
the South Coast Air Basin, which is classified as an extreme non-attainment area for
ozone. While VOC contributes to ozone, NOx is identified as the primary driver for
ozone in the region. Moreover, refinery flares are required to achieve at least 98 percent
destruction efficiency for VOC emissions.

Staff acknowledges some flare events have higher levels of VOC emissions compared
to SO2; however, the performance targets are based on annual emissions. A review of
the past 12-years of annual flare emissions shows higher SO, emissions than VOC
emissions which supports staff’s conclusion that the SO performance target is the most
effective mechanism to achieve reductions in both SO2 and VOC emissions. The
proposed SO performance target of 0.25 ton per million barrels of processing capacity
is estimated to concurrently achieve 3.3 ton of VOC reductions per year on average
(based on VOC baseline emissions in 2019). In addition, PAR 1118 includes a new
throughput limit to reduce NOx emissions from flares that combust liquid petroleum gas
which concurrently will achieve 0.5 ton of VOC reductions per year on average (based
on VOC baseline emissions in 2019) for an overall VOC reduction of 3.8 tons per year
from PAR 1118.

California Environmental Quality Act

Pursuant to the California Environmental Quality Act (CEQA) Guidelines Section
15002(k) and 15061, the proposed project (PAR 1118) 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 is included as Attachment H of this
Board Letter. If the proposed project is approved, the Notice of Exemption will be filed
for posting with the county clerks of Los Angeles, Orange, Riverside, and San
Bernardino counties, and with the State Clearinghouse of the Governor’s Office of
Planning and Research.

Socioeconomic Impact Assessment

PAR 1118 will be applicable to 12 facilities with 31 flares, but only five of the 12
affected facilities are anticipated to incur quantifiable compliance costs associated with
the following installations of: 1) continuous flow meters on three flares; 2) one
refrigeration/chiller for one flare; and 3) replacement of an existing flare system with
one new flare system. The parent companies of the five affected facilities do not qualify
as small businesses. The annual average compliance cost of the five affected facilities is
estimated to be $381,677 and $722,904 at a one-percent and a four-percent interest rate,
respectively.

The jobs and other regional economic impacts of PAR 1118 are expected to be minimal.
The details of the Socioeconomic Impact Assessment can be found in Chapter 5 of the
Final Staff Report (Attachment G to this Board Letter).
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AQMP and Legal Mandates

Health and Safety Code Section 40460(a) requires South Coast AQMD to adopt an
AQMP to meet state and federal ambient air quality standards in the South Coast Air
Basin. In addition, the Health and Safety Code requires South Coast AQMD to adopt
rules and regulations that carry out the objectives of the AQMP. The proposed
amendments are not the result of an AQMP control measure but are needed to satisfy
the commitment in the resolution from the 2017 amendment of Rule 1118 and to
achieve the objectives that were set forth by the AB617 CERP for WCWLB
community.

Resource Impacts

Existing staff resources are adequate to implement the proposed amended rule. PAR
1118 includes updates and new requirements to the Flare Event Notification System that
will involve further collaboration between staff and stakeholders to develop through a
public process.
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