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Western States Petroleum Association

Credible Solutions ( Responsive Service ( Since 1907

Catherine H. Reheis-Boyd
President
October 29, 2012

Mr. Richard Bode (rbode@arb.ca.gov)

California Air Resources Board

1001 I Street

Sacramento, CA
RE:
 Comments on ARB 15-day package

Dear Mr. Bode:  

The Western States Petroleum Association (WSPA) is a trade association that represents 27 companies that explore for, develop, refine, market and transport petroleum and petroleum products and natural gas.  WSPA has been an active participant in the issues surrounding the Cap and Trade (C&T) program.  In addition, as you and your staff are aware, WSPA has submitted comments on all Monitoring Recordkeeping and Reporting (MRR) proposed regulatory amendments.  This letter responds to the California Air Resources Board’s (ARB) October 12, 2012 15-day modifications to the Mandatory Reporting of Greenhouse Gas Emissions rulemaking package. 

We note key issues and our recommendations below.

95112(b) Electricity Generation and Cogeneration Units. ARB has revised Section 95112(b) requiring reporters to report cogeneration systems separate from other types of equipment that might be part of a common pipe configuration. This would prevent reporters from using upstream common pipe metering and require reporters to install and use equipment level meters to report by each electricity generation unit. It is our understanding that this was not ARB’s intent. 

Recommendation:  To address this issue WSPA recommends the following changes to the proposed changes:

(b) Information About Electricity Generating Units. Notwithstanding any limitations in40 CFR Parts 75 or 98, the operator of an electricity generating unit must include in the emissions data report the information listed in this paragraph. For aggregation of electricity generating units, the operator must meet the applicable criteria in 40CFR §98.36(c)(1)-(4), unless otherwise specified in sections 95115(h) and95112(b). For an electricity generation system (a cogeneration system, a bigeneration system, a combined cycle electricity generation system, or a system with boilers and steam turbine generators), the operator may aggregate all the units that are integrated into the system for the purpose of reporting data to ARB. Operators of Part 75 units may also aggregate units to the system level according to this paragraph, notwithstanding the limitation in 40 CFR §98.36(d)(1)(i). If there is more than one system present at the facility, each system must be reported separately. For electricity generating units that are not part of an integrated generation system, aggregation of electricity generating units is limited to units of the same type, as specified in section 95115(h). Operators of geothermal facilities, hydrogen fuel cells, and renewable electricity generating units must follow paragraph (e), (f), or (g) of this section, whichever is applicable, instead of paragraph (b) of this section. For bottoming cycle cogeneration units, the operator is not required to report the data specified in section 95112(b)(4)-(6) except for any fuels combusted for supplemental firing as specified in section 95112(b)(7).

95115(h) Stationary Fuel Combustion Sources. ARB has revised Section 95115(h) limiting the aggregation of stationary fuel combustion units to the defined unit type categories of boilers, reciprocating combustion engine, turbine, process heater, and other (none of the above). This would prevent reporters from using upstream common pipe metering and require reporters to install and use equipment level meters to report by unit types as listed in this section. It is our understanding that this was not ARB’s intent.

Recommendation:   WSPA recommends the following edits to the proposed changes in order to clarify ARB’s intent:

(h) Aggregation of Units. Facility operators may elect to aggregate units according to40 CFR §98.36(c), except as otherwise provided in this paragraph. Facility operators that are reporting under more than one source category in paragraphs 95101(a)(1)(A)-(B) and that elect to follow 40 CFR §98.36(c)(1), (c)(3) or(c)(4), must not aggregate units that belong to different source categories. For the purpose of unit aggregation, units subject to 40 CFR 98 Subarticle C that are associated with one source category must not be grouped with other Subarticle C units associated with another source category, except when 40 CFR §98.36(c)(2)applies. Aggregation of stationary fuel combustion units is limited to units of the same type, where the unit type categories are: boiler, reciprocating internal combustion engine, turbine, process heater, and other (none of the above). Units subject to section 95112 must use the criteria for aggregation in section 95112(b). Facility operators that choose to aggregate units according to the common stack provision in 40 CFR §98.36(c)(2) may report emissions according to 40 CFR§98.36(c)(2), but they must separately report the heat input (MMBtu) by fuel type for each individual unit or each group of units of the same type, such that the grouping of units still meets the limitations for unit aggregation specified elsewhere in this paragraph.

Section 95153(m) Centrifugal Compressor Venting and Section 95153(n) Reciprocating Compressor Venting.  In our letter dated September 20, 2012, WSPA commented on Section 95153(m) and (n) for centrifugal and reciprocating compressor venting. In our letter, we noted that ARB requires that annual measurement tests be conducted on compressors in both categories rated 250 hp or greater and that operate for more than 200 hours in a calendar year.  Emissions required to be measured and reported include those associated with rod packing vents, unit isolation valve vents and blowdown valve vents.  WSPA raised in our letter, member company safety concerns regarding conducting required measurements on compressors that handle gases with high concentrations of hydrogen sulfide (H2S).  In some cases, concentrations of H2S as high as 20,000 ppm have been noted, and while the operation of compressors is controlled and maintained, there is a safety concern regarding the potential for persons to be exposed while conducting required measurement and monitoring pursuant to this section.  In addition to safety concerns associated with H2S, WSPA is also concerned that the requirement to install temporary meters on gas lines that are tied to flares, raises the potential of introducing oxygen into the system resulting in a flammable mixture of vent gas and oxygen.  

ARB indicated the possibility of utilizing certain sections in the MRR (ie: Section 95109(b)) to allow operators the ability to petition the Executive Officer to utilize an alternative method to quantify emissions, in situations where the method is either incorrect or there exist potential safety hazards and risks.  

Recommendation:  WSPA reiterates its previous comments and requests ARB clarify in the final MRR regulation that operators may be able to utilize Section 95109(b), to either use an alternative method comprising of either a “test” or “engineering” or “other appropriate” method to quantify GHG emissions.  

Additionally, WSPA reiterates its previous comment seeking ARB to clarify in this section, that if reciprocating compressor emissions associated with potential gas leaks are captured either by a vapor recovery system or piped to a combustion device (ie: flare), the emission measurement and monitoring requirements in this section would not be required.

Section 95153(o) Leak Detection and leaker emission factors.   ARB has revised this section to require onshore production operators to conduct annual leak detection on all fugitive components.  This section requires that operators physically conduct leak detection using 40 CFR Part 60 methodology and other very prescriptive leak detection sampling methods.  WSPA would like to note that the requirements of this section will impose potential operational burdens and significant cost to measure minimal emission that would not have a compliance obligation under the Cap and Trade regulation, if finalized.  Further, WSPA would like to point out that California’s air district inspection and maintenance programs have shown that the actual emissions identified by these I&M programs are significantly lower than the emissions estimated using the 40 CFR Part 60 methodology.  WSPA believes that the proposed amendment will impose significant costs to operators to measure minimal emissions that would not even be covered by the overall Cap and Trade program, if finalized.   

We note the following issues with the proposed leak detection method:

· Emissions estimated using the proposed Leak Detection method (95153(o)) are exempt from Cap and Trade compliance obligation as stated in 95852.2(b)(10). 

·  Fugitive emissions data reported to ARB for 2011 (95153(p)) shows that the new proposed leak detection method (95153(o)) is an attempt to increase accuracy of a small amount of emissions that are already small.   

· Use of  the  95153(p) methodology, will result in onshore operators reporting at least (estimated) 100 times more leaks than would have been expected based on leaks found in 2011 using the air district LDAR programs. 

· As the existing air district LDAR programs do not cover heavy crude components or components with gas content less than 10% VOC, onshore production operators would have to conduct additional leak detection. However, requiring this additional leak detection for an entire hydrocarbon basin is an unnecessary economic burden on Onshore Production reporters.

· In the Initial Statement of Reasons for Rulemaking, dated August 1, 2012, ARB staff stated in Table VI-1a (Summary of State-Wide Incremental Costs for Private Businesses) that the incremental 10-year cost to the Oil & Gas Production Industry Sector would be $259,000 for the entire rule amendment.   WSPA has determined based on a de-identified and aggregated survey of representative industry facilities, that this is a significant underestimation of costs associated with the proposed changes. Based on our estimation, the 10-year incremental cost to the Oil & Gas Production Industry Sector for revised Section 95153(o) alone may exceed $25 million (or $2.5 million/year).  

This amount is nearly 100 times the ARB estimate of costs over the 10-year period, again to measure insignificant emissions that do not have an obligation under the Cap and Trade program.    

· Moreover, assuming a conservative assumption that fugitive emissions account for 2% of total facility emissions, an average annual cost per ton for additional leak detection would be approximately $10 per metric tonne (MT) of CO2e for a source category that is exempt from compliance obligation.
Recommendation: WSPA believes that proposed leak detection to determine fugitive emissions within an onshore production facility is not cost effective for facilities whose fugitive emissions are insignificant. Therefore, WSPA recommends that ARB require an onshore production reporter to conduct leak detection only if the estimated fugitive emissions using the existing calculation method are greater than or equal to 3% of facility emissions or 20,000 MT CO2e. Otherwise, a reporter may use the existing calculation method that uses population counts and emission factors for this fugitive equipment leaks source category.

95153(y) Onshore Production Combustion Emissions. ARB has revised Section 95153(y) requiring reporters to calculate pipeline quality natural gas combustion using any Tier of Section 95115 and field gas combustion using calculation method specified in 95153(y)(2). There are several issues associated with this proposed change:

· Pipeline quality natural gas has been defined as follows in Section 95102(a)(288):

“Pipeline quality natural gas” means, for the purpose of calculating emissions under this article, natural gas having a high heat value greater than 970 Btu/scf and equal to or less than 1,100 Btu/scf, and which is at least ninety percent methane by volume, and which is less than five percent carbon dioxide by volume.
Based on the definition above, the classification of combusted gas as pipeline gas or non-pipeline gas may change every time the gas is sampled (usually monthly). As a result, the calculation method may change as often as every month. To comply with the proposed changes, reporters would have to follow 95153(y)(1) calculation method if the gas meets pipeline definition and 95153(y)(2) if the gas does not meet the definition. This is too burdensome for the reporters to comply. 

With the existing requirements, reporters have to follow Section 95115 calculation methods that require reporters to choose Tiers based on the same criteria but allow operators to choose a higher Tier without having to monitor and change Tiers every month.

· Section 95103(m), Changes in Methodology, requires reporters to choose one calculation methodology by January 1, 2013 unless reporters can improve accuracy by choosing a higher Tier or for missing data purposes.

The above proposed regulatory language will require reporters to change calculation method when a gas fails to meet the definition of pipeline quality natural gas. Therefore, a reporter will not be able to choose one calculation method by January 1, 2013 and will not be able to comply with Section 95103(m). The calculation method can change as frequently as monthly based on the analysis of the gas.

· It is our understanding that ARB is proposing changes to the calculations to improve accuracy of the emissions data for Cap and Trade program. However, with the use of default factors the accuracy of emissions data is reduced. As stated above, most reporters conduct monthly gas analyses of the fuel combusted. Reporters have actual measured gas analyses data to calculate emissions.
The existing requirements allow reporters to use actual measured gas quality data to calculate emissions. With Tier 3 calculation methodology reporters follow weighted average calculation method to account for even the monthly changes in gas quality. We believe that the existing requirements are more accurate than the proposed method that requires reporters to use default factors which may result in significant over or under estimation of actual emissions.
Recommendation:  WSPA recommends the following changes to the proposed requirements:

(y) Onshore petroleum and natural gas production and natural gas distribution combustion emissions. Calculate CO2, CH4, and N2O combustion-related emissions from stationary or portable equipment, except as specified in paragraph (y)(3) and (y)(4) of this section as follows:
(C) Calculate GHGCO2 volumetric emissions at actual conditions using Equations 35 and 36 of this section: using Tier 3 calculation methodology as described in Section 95115.
Ea,CO2 = (Va * YCO2) + n * ΣVa * Yj * Rj (Eq. 35)

Ea,CH4 = Va * (1-n) * YCH4 (Eq. 36)

Where:

Ea,CO2 = Contribution of annual CO2 emissions from portable or stationary fuel combustion sources in cubic feet, under actual conditions.

Va = Volume of fuel gas sent to combustion unit in cubic feet, during the year.

YCO2 = Concentration of CO2 constituent in gas sent to combustion unit.

Ea,CH4 = Contribution of annual CH4 emissions from portable or stationary fuel combustion sources in cubic feet, under actual conditions.

Ƞ = Fraction of gas combusted for portable and stationary equipment determined using an engineering estimation. For internal combustion devices, a default of 0.995 can be used.

Yj = Concentration of gas hydrocarbon constituent j (such as methane, ethane, propane, butane and pentanes plus) in gas sent to combustion unit.

Rj = Number of carbon atoms in the gas hydrocarbon constituent j; 1 for methane, 2 for ethane, 3 for propane, 4 for butane, and 5 for pentanes plus, in gas sent to combustion unit.

YCH4 = Concentration of methane constituent in gas sent to combustion unit.

(D) Calculate N2O and CH4 mass emissions using Equation 37 of this section.

MassN2O or CH4 = (1*10-3) * Fuel * HHV * EF (Eq. 37)

Where:

MassN2O or CH4 = Annual N2O or CH4 emissions from the combustion of a particular type of fuel (metric tons N2Oor CH4).

Fuel = Mass or volume of the fuel combusted (mass or volume per year, choose appropriately to be consistent with the units of HHV).

HHV = For the higher heating value for field gas or process vent gas, use actual HHV of the gas or default 1.235 x 10-3 mmBtu/scf for HHV.

EF = Use 1.0 x 10-4 kg N2O/mmBtu and 0.001 kg CH4/mmBtu.
1 x 10-3 = Conversion factor from kilograms to metric tons.

(3) Operators may omit eExternal fuel combustion sources with a rated heat capacity equal to or less than 5 mmBtu/hr do not need to from reporting combustion emissions under this section or section 95115 or include these emissions for threshold determination in section 95101(e). The operator must report the type and number of each external fuel combustion unit.

(4) Operators may omit iInternal fuel combustion sources, not compressor-drivers, with a rated heat capacity equal to or less than 1 mmBtu/hr (or equivalent of 130 horsepower),do not need to from reporting combustion emissions under this section or section 95115 or include these emissions for threshold determination in section 95101(e). The operator must report the type and number of each internal fuel combustion unit.

95156 Additional Data Reporting Requirements.  ARB has revised the reporting requirements of this section to include reporting of emissions associated with thermal and electricity output, purchases, and sales in addition to reporting of facility level emissions. It is our understanding that these additional five types of reporting requirements are not subject to verification requirements of MRR but are necessary to make policy decisions. However, all reporters and verifiers may be unclear as to which reported data points are subject to verification and which ones are not. ARB has explained recently that all data points reported under Section 95157 are not subject to verification requirements of MRR. 
Recommendation:  In order to clearly identify data points subject to verification and those that are not, WSPA recommends ARB to move reporting requirements that are not subject to verification to Section 95157.

§ 95156. Additional Data Reporting Requirements.
Operators must conform with the data reporting requirements in section 95157 except as specified below.
(a) In addition to the data required by section 95157, the operator of an onshore and offshore petroleum and natural gas production facility must report the following data disaggregated within the basin by each facility that lies within contiguous property boundaries:
(1) CO2e emissions, including CO2, CH4, and N2O as applicable for the source types specified in section 95152(c);

(2) For combustion sources for which emissions are reported, fuel use by fuel type;

(3) For cogeneration sources:

(A) Total thermal output (MMBtu);

(B) Net electricity generation (MWh);

(C) Amount of electricity generation (MWh) not consumed within the facility(i.e., exported offsite or to another facility owner/operator);

(4) For steam generator sources:

(A) Total thermal output (MMBtu) and the CO2e emissions associated with this output;

(B) Thermal output (MMBtu) not utilized within the facility (i.e., exported offsite or to another facility owner/operator) and the CO2e emissions associated with this output;

(5) For electricity generation sources not included in section 95156(a)(3):

(A) Net electricity generation (MWh) and the CO2e emissions associated with this generation;

(B) Amount of electricity generation (MWh) not consumed within the facility (i.e., exported offsite or to another facility owner/operator) and the portion of CO2e emissions associated with this generation;

(6) Total steam (MMBtu) utilized but not generated at the facility and the CO2eemissions associated with this output, if known;

(7) Barrels of crude oil produced using thermal enhanced oil recovery; 

…

95157 Activity Data Reporting Requirements. ARB has revised the reporting requirements of this section to include reporting of stationary combustion emissions by unit type in paragraph (c)(19). From WSPA’s conversations with ARB, it is our understanding that the activity data reporting requirements of this section are not subject to verification requirements of MRR but are necessary to make policy decisions. However, all reporters and verifiers may be unclear as to which reported data points are subject to verification and which ones are not.

Recommendation:   In order to clearly identify data points subject to verification and those that are not, WSPA recommends ARB to clearly state that reporting requirements of Section 95157 are not subject to verification as follows:

§95157. Activity Data Reporting Requirements.
In addition to the information required by section 95103, each annual report must contain reported emissions and related information as specified in this section. Data reported under this section are not subject to the verification requirements of this regulation.

…

95102(111)).  Covered Product Data.  The MRR proposed revision adds a new definition for “Covered Product Data” (Section 95102(111)) that “means all product data included in the allocation of allowances under sections 95870, 95890, 95891 of the cap-and-trade regulation, regardless of whether the cap-and-trade regulation imposes a compliance obligation for the data year.”   The MRR proposed revision to 95103(k) further states that the accuracy requirements of (k) “apply to data used for calculating covered emissions and covered product data.”  

In reviewing the definition and intent with ARB, there seems to be a general understanding that  “covered product data” was intended to apply only to “Finished Products” – (Section 95113(l)(1) and Primary Refinery Products (Section 95102(354)).  This issue should be clarified so that all stakeholders and verifiers clearly understand the ARB’s intent.  

Recommendation:   WSPA supports ARB Staff’s opinion  that the term “Covered Product Data” is intended to apply to  Primary Refinery Products as defined in Section 95102(354)) and “Finished Products” as used in Section 95113(l)(1) and suggests the definition be amended as follows:

“Covered Product Data” means Primary Refinery Products as defined in Section 95102(354)) and “Finished Products” as used in Section 95113(l)(1)”
92129 (d) (2)(A)1.  Missing data provisions.  This section is confusing and could be misconstrued.  

Recommendation:   We recommend for fuel data that are missing no more than 5% for the year, the reporters may develop best available estimation method to substitute the missing data.  The reporter may exercise their good judgment in coming up with a reasonable estimation approach.  If the reporter has other upstream or downstream fuel measurement points, fuel consumption recorded at upstream/downstream during the missing data period can be used for the estimation. 
Best available method may include, but is not limited to, substituting with the average of before or after values if such average is reasonably representative of the missing data period.  If there is reason to think that the before-and-after average may not be representative of the missing data, the reporter should look to available process data or production data that are routinely measured and recorded at the unit and use those as the basis for estimation.  The reporter must be able to convince the verifier of the reasonableness and the best-availability of the chosen approach.  

Thank you for the opportunity to provide comment.  Should you have any questions, feel free to contact me or Mr. Mike Wang of my staff (mike@wspa.org; cell: 626-590-4905).  

Sincerely,
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Cc:
Edie Chang (echang@arb.ca.gov)


Dave Edwards (dedwards@arb.ca.gov)


Mike Wang
1415 L Street, Suite 600, Sacramento, California 95814

(916) 498-7752  (  Fax: (916) 444-5745  (  Cell: (916) 835-0450

cathy@wspa.org ( www.wspa.org
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