BOARD MEETING DATE: August 2, 2024 AGENDA NO. 25

PROPOSAL.: Determine That Proposed Amended Rule 1148.1 — Oil and Gas
Production Wells, Is Exempt from CEQA; and Amend Rule 1148.1

SYNOPSIS: Rule 1148.1 — Oil and Gas Production Wells applies to facilities
that operate oil and gas wells. Proposed Amended Rule 1148.1
(PAR 1148.1) will address objectives of the Community Emission
Reduction Plan for the AB 617 community, Wilmington, Carson,
and West Long Beach. PAR 1148.1 enhances leak detection
provisions, establishes NOx limits for equipment that uses
produced gas, and establishes requirements for workover rigs. PAR
1148.1 also bans the use of odorants, requires leak notifications,
and updates signage requirements.

COMMITTEE: Stationary Source, May 17, 2024, Reviewed

RECOMMENDED ACTIONS:

Adopt the attached Resolution:

1. Determining that Proposed Amended Rule 1148.1 — Oil and Gas Production Wells,
is exempt from the requirements of the California Environmental Quality Act; and

2. Amending Rule 1148.1 — Oil and Gas Production Wells.

Wayne Nastri

Executive Officer
SR:MK:MM

Background

Rule 1148.1 was adopted on March 5, 2004, to reduce VOC emissions from wellheads
and well cellars located at oil and gas production facilities. The rule requires increased
inspection and maintenance, and control of produced gas emissions, with additional
regulatory considerations when located within 100 meters of sensitive receptors.

Rule 1148.1 was amended on September 4, 2015, to provide enforceable mechanisms to
reduce odor nuisance potential from emissions associated with oil and gas production
facility operations. The 2015 amendment focused on the use of odor mitigation best
practices; required facilities located within 1,500 feet of a sensitive receptor to conduct



and submit a specific cause analysis for any confirmed odor event; and required
facilities with continuing odor issues to develop and implement an approved Odor
Mitigation Plan.

Two AB 617 communities, Wilmington, Carson, West Long Beach (WCWLB) and
South Los Angeles (SLA), included objectives to address oil and gas well activities in
their Community Emissions Reduction Plans (CERP). Proposed Amended Rule 1148.1
(PAR 1148.1) was developed to address CERP objectives related to increased
monitoring of well activities, the use of lower emission or zero-emission equipment, and
the elimination of odorants. PAR 1148.1 also addresses the 2022 Air Quality
Management Plan Control Measure FUG-01: Improved Leak Detection and Repair by
requiring enhanced monitoring of well sites.

Public Process

The development of PAR 1148.1 was conducted through a public process. Four
Working Group Meetings were held on: April 20, 2023, September 14, 2023, December
14,2023, and April 11, 2024. In addition, staff participated in AB 617 Community
Steering Committee (CSC) Meetings to notify and update CSC members on the rule
development process and progress on CERP objectives. Stakeholders include
representatives from the community, environmental organizations, industry
representatives, and government agencies. Staff also met individually with industry
stakeholders and visited sites affected by the rule development process. A Public
Workshop was held on February 1, 2024, where staff presented the proposed rule to the
general public and stakeholders, and received comments related to the proposal.

Proposal

PAR 1148.1 will require the use of enhanced leak detection technology with Optical
Gas Imaging (OGI) inspections monthly, establish NOx limits for equipment that uses
produced gas, and source tests requirements. PAR 1148.1 will also require that
workover rigs meet Tier 4 Final diesel engine standards, bans the use of odorants that
are used to mask odors emanating from oil production sites, require submitting a
notification for quantified leaks greater than 25,000 ppm VOC, adds new definitions to
add clarity, updates signage requirements, and makes minor changes to rule language
for consistency and clarity. Implementation of PAR 1148.1 is expected to result in
emission reductions of 0.27 tons per day of VOC by 2025 and 0.51 tons per day of NOx
by 2027.

Key Issues
Through the rulemaking process, staff has worked with stakeholders to address and
resolve issues. Staff is not aware of any remaining key issues.

California Environmental Quality Act

Pursuant to the CEQA Guidelines sections 15002(k) and 15061, PAR 1148.1 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 to this Board letter. If PAR 1148.1 is approved, the Notice of Exemption
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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

Approximately 323 facilities are subject to PAR 1148.1 with all belonging to the Oil
and Gas Extraction (NAICS 211) sector. Out of the 323 facilities, up to 255 facilities
may qualify as a small business based on various small business definitions. The key
requirements of PAR 1148.1 that would have cost impacts for the affected facilities
include: 1) conducting periodic OGI inspections; 2) purchasing and installing 3-way
catalysts; 3) retrofitting workover rigs with Tier 4 Final engines; and 4) conducting
periodic maintenance on equipment. The total present value of compliance costs of
implementing PAR 1148.1 during the 2025-2046 period is estimated to be $92.0 million
and $66.4 million at a 1% and 4% discount rate, respectively. The annual average
compliance costs of PAR 1148.1 are estimated to range from $4.1 million to $4.7
million at a 1% to 4% real interest rate, respectively. When the compliance costs are
amortized using a 4% real interest rate, 28 net jobs are forecasted to be foregone
annually in the four-county region during the 2025-2046 period, relative to the baseline
scenario. The impact of PAR 1148.1 on production costs and delivered prices in the
South Coast AQMD region is expected to be minimal. The details of the Final
Socioeconomic Impact Assessment can be found in Attachment | to this Board Letter.

AQMP and Legal Mandates

Under Health and Safety Code section 40460(a), the South Coast AQMD is required to
adopt an AQMP demonstrating compliance with all federal regulations and standards.
The South Coast AQMD is required to adopt rules and regulations that carry out the
objectives of the AQMP. PAR 1148.1 addresses the 2022 Air Quality Management Plan
Control Measure FUG-01: Improved Leak Detection and Repair by requiring monthly
monitoring of well sites with the use of OGI technology.

Implementation and Resource Impact
Existing staff resources are adequate to implement the proposed amended rule.

Attachments

Summary of Proposal

Key Issues and Responses

Rule Development Process

Key Contacts List

Resolution

Proposed Amended Rule 1148.1
Final Staff Report

Notice of Exemption from CEQA
Final Socioeconomic Impact Assessment
Board Presentation
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