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Overview

- ® Background

. ~ Why do we need the diesel fuel regulations?
— What do the diese_l fuel regulations require?

® What is the small refiners issue?

® Description of proposed regulation
amendments

e Effects of the proposed
- amendments

| O‘Summary |
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Why do we need the diesel fuel
regulatwns9 o



Most_ of California Exceeds the .
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Source: “Area Deéignatiohs for State and National Ambient Air Quality Standards,”; ARB/TSD, Sept. 1993.



Dlesel Vehlcles Are Slgnlflcant Part

of Mobile Source Emissions
(1990)
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! Caltrans Report, November 1992. \ '_ | Source: ARB



Benefits of the Diesel
Fuel Regulations
(t"ons/day-1995)

Sulfur Aromatw |
| Pollutant Standard Standard Total

- SO, 80 -0 80
- PM,, 5 15 20
NOx 0 7070

% Tncludes air pollutant benefits for toxic or suspected

toxic air contaminants
Source: | ARB/SSD/TSD



Cost and COst-EffectivenesS of
the Dlesel Fuel Regulations

. 1988 - Current
| - - | Estimate Estimate
Capital Cost 300 | 150
(Million $) R |
Unit Productlon o _11.t0 12 0
Cost (@gal) |
- Cost-Effectiveness* 6.9 2.6
/by | . |

* TEstimated as the _total-cost of the regulation divided by
- the sum of NOy and PM reductions

Source: 1988 staff report/ARB/SSD



Diesel Regulation Requirements -

® Appllies to en-—read and off-road vehicles

® Specifications

- -Sulfur content* 500 ppmw (max.)
- Aromatlc hydrocarbon content
Large refiners 10 vol% (max.)

Small I"efiners** . 20 VOI% (max.)

® Allows certification of equivalent
formulatlons ~

e Implementatlon date Oect. 1, 1993

* Required in South Coast Air Basin since 1985 and_ for small refiners since 1989 |
#% 20% limit applies to independent refiners up to 1996 under certain conditions.



Addltlonal Requlrements for
Small Refmers -

) Productlon of 20 vol% aromatic diesel limited .
to 65% of base year dlstlllate volume

e Base year dlstlllate volume determined as
- average of 3 highest years distillate

production from 1983-87 (Powerine base years
- are 1989—90) |

® Suspensmns from regulatlon for quahfylng |

small refiners allowed from Oct. 1, 1993 to
Oct 1 1994 o



- Board’s Intent When Adopting
- Small Refiners Provisions

® Provide falrness and equlty to all refmmg
sectors -

e Recogmze the small refiners’ role in the =~
diesel fuel marketplace

‘@ Limit small refiner production of 20 vol%
aromatic diesel fuel to preserve benefits of
the regulatlon o 3 ‘



Small Refiners Issue

Is the small refiner exempt
~ volume provlszon still
appropmate in light of current

conditions?



-~ Staff held a workshop on
April 21, 1994 to solicit comments
on the small refiner issue and
used the information to develop
the proposals contained in the

‘ Staff Report



Staffs Findings

® The Cahfornlla refining sector has
'changed :

— Fewer small refiners producing motor
vehicle diesel fuel

— Refiners utilize capacity to gfeater o
extent than in 1983-1987

— Most distillate pr.oduced by small
refiners is motor vehicle diesel fuel



- Description of Staff Report
Proposal for Determining
-~ Exempt Volume

@ Small refiners could choose to either:

— Remain subject to current provisions to
determine exempt volume limit (65% of
historical) | |

- Produce diesel fuel up to 100% of
- historical distillate volume and limit
total distillate production



Modified Recommendation
Subsequent to Release of
the Staff Report

@ Additional data from the CEC was
evaluated to determine hlstorlcal
operational trends | |

‘@ The small refiners proﬂded additional
- information to show the economlc effect of
- staff’s orlglnal proposal

e Upon a re- evaluatlon of the proposed
amendments, staff determined that it is

- appropriate to modlfy the original

. proposal



Refinery Utilization for
- California Refineries
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 What Are We Proposing
-~ Today?

‘e Change the small refiner diesel fuel
- exempt volume limit |

- eSet each refiner’s exempt diesel
volume by the use of: |
- —Small refiner’s crude capacity

— Industry average utilization of crude
capacity for 1991-1992 [90%]

- —Small refiner’s ratio of distillate
production to crude input

—Small refiners’ diesel fraction of distillate



Description of Other
Proposed Amendments

Small refiners must still comply with sulfur

and 20 vol% aromatic standards by Oct. 1, 1994|

e Delay small refiner exempt volume limits
- to January 1, 1995 |

@ Clarify that small refiners can produce 10
vol% aromatic diesel while producing 20
vol% aromatic diesel



Effects of Staff’s Proposal

(BPD)

June 10, 1994

- * Hstimated value

. 7 . ‘ ‘ - I. *
Under Existing Staff Report MOdIfled
Requlation Proposal Proposal
Diesel Limit Distillate Limit | Diesel Limit

Kern 3,600 5500 | 6,400
Paramount 2,400 3,700 7,500
) Powerine 4,500 6,900 8,400
Witco 400 600 1,400
Total 10,900 - 16,700 23,700




Cost of Compliance

@ Average cost of small refiners’
‘compliance is estimated at |
7.5 cents per gallon



Rationale for Staff’s
- Proposal
@ Corrects preblem with original |

regulation and proposal in staff
report

® Does not create unfair advantage

® Reflects need for greater efflclency |
of refmmg operatlons |



Environmental Effect
of Staff’s Proposal

K Increasulg small refiner volumes could
| reduce emission benefits up to: |

NOX 3tons/day '(4%)
PM 0.6 tons/day (3%)



ECOnomicBeneﬁts ?
Outweigh the Adverse
Enwronmental Effect

@ Provides opportunity for small
refiners to operate at an efficient level

@ Promotes competltlon in the
| marketplace |

| @Allows mdependent marketers
continued access to traditional
suppliers -



Summary
Staff Proposal

® No change in the requirement that small
refiners meet the 20 vol% aromatic standard |

on Oct 1, 1994

@ Increase small reflners exempt Volume hmlt
as proposed

® Delay volume hmitation from 'Oct. 1, 1994 to
-~ dJan. 1, 1995



R * 1mend the Board
~ adopt staff’s proposal '




