BOARD MEETING DATE: June 7, 2024 AGENDA NO. 25

PROPOSAL.: Certify the Final Environmental Assessment for Proposed
Amended Rule 463 — Organic Liquid Storage; and Amend Rule
463

SYNOPSIS: Proposed Amended Rule 463 (PAR 463) establishes enhanced leak

detection using optical gas imaging, more stringent control
requirements to dome external floating roof tanks, and other
requirements. Additionally, PAR 463 will include contingency
measures for both the Coachella Valley and the South Coast Air
Basin, which will require more frequent use of optical gas imaging,
if triggered.

COMMITTEE: Stationary Source, April 19, 2024, Reviewed

RECOMMENDED ACTIONS:

Adopt the attached Resolution:

1. Certifying the Final Environmental Assessment for Proposed Amended Rule 463 —
Organic Liquid Storage; and

2. Amending Rule 463 — Organic Liquid Storage.

Wayne Nastri

Executive Officer
SR:MK:MM:IS:JE

Background

Rule 463 — Organic Liquid Storage (Rule 463) limits VOC emissions from storage tanks
that store organic liquids. Rule 463 applies to above-ground stationary tanks with
approximate capacity of 19,800 gallons or more, above-ground tanks with approximate
capacity between 250 gallons and 19,800 gallons that are used to store gasoline, and any
stationary tank with a potential for VOC emissions of six tons per year or greater used
in crude oil and natural gas production operations.



California Assembly Bill 617 (AB 617) was signed into law in 2017 to develop a new
community-focused program to reduce emissions and exposure to sources of air
pollution and preserve public health. Objectives in the Wilmington, Carson, West Long
Beach (WCWLB) and South Los Angeles (SLA) Community Emission Reduction Plans
(CERPs) specify initiating rule development to require the use of enhanced leak
detection tools and other leak prevention and emission reduction technologies (e.g.,
domed roofs) in various South Coast AQMD rules. Rule 463 was not identified as an
objective for rule development within the two CERPs; however, Rule 463 regulates the
same emission sources within the affected WCWLB and SLA communities.

Amendments to Rule 463 will help reduce VOC emissions from storage tanks in
WCWLB, SLA, and in other communities within the South Coast AQMD jurisdiction.
Recommendations for proposed amendments to Rule 463 focus on improving leak
detection requirements with the use of advanced leak detection technologies and
requiring additional emission controls.

Clean Air Act (CAA) Section 182(c)(9) requires that ozone nonattainment areas
classified as “serious” or above provide for contingency measures to be implemented if
the area fails to meet any applicable milestone. Amendments to Rule 463 include
contingency measures to fulfill the CAA requirement.

Proposal

PAR 463 establishes enhanced leak detection and more stringent control requirements
by requiring optical gas imaging (OGI) inspections for tank farms every other week for
all tanks. Furthermore, PAR 463 requires semi-annual OGI inspections on individual
floating roof tank components, in addition to existing provisions that require semi-
annual seal gap inspections. The proposed amended rule requires doming for external
floating roof tanks that store organic liquids with a true vapor pressure (TVP) of 3.0 psia
or greater. Domes must be installed during the next internal API 653 inspection or the
next time a tank is cleaned and degassed, but no later than 23 years after a test indicates
the organic liquid stored has a TVP of 3.0 psia or greater. Secondary seals are also
required on all floating roof tanks. Installation of secondary seals on internal floating
roof tanks will be required the next time the tank is cleaned and degassed, but no later
than 22 years after date of rule adoption. Additionally, PAR 463 will include federal
seal gap requirements by reference for floating roof tanks and require an increased
emission control efficiency of 98 percent by weight for fixed roof tanks. These
requirements will be effective immediately. PAR 463 also establishes additional
requirements for true vapor pressure and vapor recovery unit testing, reporting, and
recordkeeping.

Public Process

PAR 463 was developed through a public process. Two Working Group meetings were
held on January 3, 2024, and March 7, 2024. Working Group Meeting participants
included attendees from affected businesses, environmental and community
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representatives, public agencies, consultants, and other interested parties. A Public
Workshop was held on March 27, 2024, where staff presented the proposed amended
rule to the general public and stakeholders and solicited comments. Staff also held
individual meetings regarding PAR 463 with stakeholders, including facilities to
understand specific concerns and how the rule may uniquely affect them. Staff also met
with technology and leak detection service providers. In addition, staff conducted
multiple site visits to understand facility operations.

Emission Reductions

The total VOC emission reductions associated with the implementation of PAR 463 are
1.65 tons per day. Optical gas imaging inspections will result in 0.40 tons per day of
VOC reductions. Doming will result in 0.05 ton per day of VOC reductions. Internal
floating roof seal requirements will result in 0.01 tons per day of VOC reductions.
Increased emission control efficiency for fixed roof tanks will result in 1.19 tons per
day of VOC emission reductions.

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

California Environmental Quality Act

PAR 463 is considered a “project” as defined by the California Environmental Quality
Act (CEQA), and the South Coast AQMD is the designated lead agency. Pursuant to
South Coast AQMD’s Certified Regulatory Program (Public Resources Code Section
21080.5 and CEQA Guidelines Section 15251(1); codified in South Coast AQMD Rule
110) and CEQA Guidelines Section 15070, the South Coast AQMD has prepared an
Environmental Assessment (EA) for PAR 463, which is a substitute CEQA document
pursuant to CEQA Guidelines Section 15252, prepared in lieu of a Negative
Declaration. Implementation of the proposed project is estimated to reduce VOC
emissions by 1.65 ton per day, and the Final EA did not identify any environmental
topic areas that would be significantly adversely affected by physical modifications
resulting from the proposed project. The Final EA is included as an attachment to this
Board package (see Attachment H).

Socioeconomic Impact Assessment

Approximately 1,600 storage tanks at 429 facilities are subject to PAR 463
requirements with the majority belonging to the Oil and Gas Extraction (NAICS 211)
sector. Of the 429 facilities, up to 282 facilities may qualify as small businesses based
on various small business definitions. The key requirements of PAR 463 that would
have cost impacts for the affected facilities include: 1) periodic OGI inspections; 2)
doming of external floating roof storage tanks; 3) installation of secondary seals on
internal floating roof storage tanks; and 4) periodic performance testing on vapor
recovery units of fixed-roof storage tanks. The total present value of compliance costs
of implementing PAR 463 over the 2024 — 2080 period is estimated to be $147.60
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million and $71.77 million with a 1 percent and 4 percent discount rate, respectively.
The annual average compliance costs of PAR 463 are estimated to range from $2.95
million to $3.47 million for a 1 percent to 4 percent real interest rate, respectively.
When the compliance costs are amortized using a 4 percent interest rate, 25 net jobs
foregone annually are projected in the four-county economy over the period from 2024
to 2080, relative to the baseline scenario. The Final Socioeconomic Impact Assessment
is included as an attachment to this Board package (see Attachment I).

AQMP and Legal Mandate

PAR 463 implements requirements aligned with objectives stated in the WCWLB and
SLA CERPs to reduce VOC emissions from refineries and oil and gas operations,
respectively. Additionally, PAR 463 updates BARCT requirements by establishing
more stringent leak detection and control requirements pursuant to Health and Safety
Code section 40920.6.

Furthermore, PAR 463 partially implements control measure FUG-01 — Improved Leak
Detection and Repair in the 2022 Final Air Quality Management Plan. Control Measure
FUG-01 seeks to reduce VOC emissions through utilizing advanced remote sensing
technologies to allow for faster identification and repair of leaks from equipment at oil
and gas sites and other facilities that are currently required to maintain a leak detection
and repair program.

In addition, South Coast AQMD is amending Rule 463 to introduce a contingency
measure to partially satisfy CAA Section 182(c)(9) that requires that ozone
nonattainment areas classified as “serious” or above provide for contingency measures
to be implemented if the area fails to meet any applicable milestone. PAR 463
introduces periodic OGI inspections at more frequent intervals as contingency measures
to fulfill ozone attainment plan requirements for the applicable National Ambient Air
Quality Standards.

Implementation and Resource Impacts
Existing staff resources are adequate to implement the proposed amendments.

Attachments

Summary of Proposal

Key Issues and Responses

Rule Development Process
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Proposed Amended Rule 463
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