


Phillips 66.

Rodeo, CA 94572

-7 A & 55
January 6, 2014

Chair Karen Mitchoff and Members of the
Contra Costa County Board of Supervisors
651 Pine Street, Second Floor

Martinez, CA 94553

Re:  Phillips 66 Propane Recovery Project — County File #LP12-2073 - Phillips 66
Response to Appeals by the Rodeo Citizens Association and Communities for

a Better Environment

Dear Chair Mitchoff and Members of the Board:

This letter and attachments are submitted on behalf of Phillips 66 Company ("Phillips
66") to respond to the separate appeals filed on behalf of the Rodeo Citizens Association and by
Communities for a Better Environment (collectively, "Appellants"), with respect to the Contra
Costa County Planning Commission's unanimous decision at its meeting on November 19, 2013,
to approve the Propane Recovery Project (the "Project") proposed by Phillips 66 Rodeo Refinery
(the "Refinery" or "Rodeo Refinery”) and to certify the Environmental Impact Report ("EIR")

prepared for the Project.

Most of the issues raised in the appeals flow from the Appellants’ reliance on generic
i tion relating to oil refining, speculation about how the Rodeo Refinery operates and
incorrect assumptions. I am the manager of the San Francisco Refinery for Phillips 66 and have
held positions ranging from Process Engineer to Refinery Manager. The Rodeo Refinery
employees numerous engineers and other refinery professionals, many of whom have been at the
Rodeo Refinery for decades. Collectively, we have personal, hands on, knowledge of the Rodeo
Refinery equipment and operations. It is important to correct the misinformation that underlies
the appeal petitions so that your Board can make a thoughtful and reasoned decision based on

facts.

other constituents, RFG contains propane and butane. The more RFG that is produced, the less
transportation fuels (gasoline, diesel, and jet fuel) are produced. Currently, the Rodeo Refinery
manages its RFG by using it as fuel in refinery heaters and boilers. In some cases when more
RFG is produced than can be used as fuel in refinery heaters and boilers the excess RFG is
burned in refinery flares. Maximizing RFG production is not a preferred practice due to the fact

that refineries generate more revenue from producing and selling transportation fuels than can be
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produced from capturing, processing, and selling propane and butane contained in the RFG. All
Bay Area refineries, with the exception of the Rodeo Refinery, currently capture, store, and sell
propane and butane normally contained in RFG. The captured gases are often referred to as
liquid petroleum gas ("LPG") and are stored in pressurized vessels and shipped from the
refineries by rail or truck for sale to third parties. Phillips 66 is not aware of any fires or
explosions related to the collection, storage and shipment of LPG from any Bay Area refinery.

The Rodeo Refinery has recovered butane, stored it in a pressurized vessel, and sent it
offsite by rail for sale to third parties since the 1970s, and has experienced no adverse. issues of
any kind related to these activities. The Project would allow the Rodeo Refinery to recover
additional butane and for the first time recover propane from its existing RFG, store the LPG in
pressurized vessels, and ship it from the Refinery by rail for sale. To the extent necessary for use
in the Refinery's heaters and boilers, the LPG removed from the RFG will be replaced by
purchased natural gas. The motivation/justification for the Project is the fact that replacement
natural gas can currently be purchased by Phillips 66 at prices below that for which LPG can be
sold to third parties. [DEIR, pgs. ES-1 through ES-7, 3-1, 3-2 and 3-5; FEIR, Master Response
2.2, pgs. 2-2 through 2-4.]

2. Project Benefits
a. Reduction in Sulfur Dioxide.

RFG contains sulfur compounds which form sulfur dioxide ("SO,") when burned in
heaters/boilers or flares. SO, is one of the 5 criteria poliutants regulated by Federal EPA and the
Bay Area-Air Quality Management District (the "BAAQMD"). Current scientific evidence links
exposures to SO, with an array of adverse respiratory effects, including bronchoconstriction and
increased asthma symptoms. EPA’s National Ambient Air Quality Standard for SO,, as well as
BAAQMD regulation of SO, are designed to protect against exposure to the entire group of
sulfur oxides which can react with other compounds in the atmosphere to form small particles
that are potentially harmful. SO, emissions can also be a cause of odors.

To meet sales specifications for butane and propane, the Rodeo Refinery will need to
remove impurities, including sulfur. Phillips 66 will hydrotreat the RFG in a new hydrotreater to
remove sulfur compounds from the RFG, including from the propane/butane to be extracted as
LPG. This sulfur removal process will precede the butane and prepane recovery equipment,
which means that the entire RFG stream will be treated by the sulfur removal equipment. RFG
combustion is the single largest source of SO, emissions from the Rodeo Refinery; accordingly,
by hydrotreating the entire RFG steam, the Project will result in a reduction in sulfur emissions
from fuel burning sources throughout the Refinery. Although the Rodeo Refinery has been and
continues to be in compliance with SO, limits imposed by the BAAQMD, the hydrotreating
process will result in an approximately 50% reduction in SO, emissions from the Rodeo
Refinery (roughly 180 tons per year). Without the Project, this reduction in SO, wili not occur,
[DEIR, pgs. ES-1, ES-2, 3-2, 3-5 and 4.3-19 through 4.3-22)]
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b. Reduction in Flaring,

Generally, refineries strive to ensure the amount of RFG produced in the refining process
is less than the amount combusted in refinery heaters and boilers. However, when some of the
combustion units are down for maintenance, or as a result of upsets or breakdowns, there may be
more RFG than can be combusted in the heaters and boilers. In this situation, excess RFG is
typically combusted in a refinery flare. The capture of propane and butane from the RFG will
reduce the volume of RFG combusted at the Refinery. To the extent and when needed, the
remaining volume of RFG will be supplemented by purchased natural gas, which is very low in
sulfur. The Rodeo Refinery will purchase only the amount of natural gas needed to address any
shortfall between RFG production and demand, reducing instances of excess RFG and the
associated flaring incidents at the Refinery. [DEIR, pgs. ES-2, 3-5 and 4.6-8; FEIR, Responses
B4-29, pg. 3.2-127 and B4-39, pes. 3.2-129 through 3.2-132.]

c. Reduction in On-site Greenhouse Gas Emissions.
Seselon in Un-site Greenhouse Gas Emissions

The combustion of propane and butane produces more greenhouse gas ("GHG")
emissions than does the combustion of natural gas. Accordingly, by replacing a portion of the
RFG with natural gas for Refinery heaters and boilers, the Project will result in a reduction in
onsite GHG emissions from the Rodeo Refinery. [DEIR, pgs. 4.8-12 through 4.8-18; FEIR,
Responses B4-23, pgs. 3.2-123 & 3.2-124, B4-32, pgs. 3.2-127 & 3.2-128]

3. Appeal

a. Project Scope

The fundamental premise of the arguments raised by Appellants and their consultants is
based on speculation, and erroncous interpretation of the Project scope. Appellants cite the "Fox
Report” and the Karras Declaration as evidence that there is insufficient butane/propane in the
Refinery's cxisting RFG. They compound that faulty foundation by then asserting that the
project goals can be met only if Canadian Ojl Sands are processed. Appellants' premise, the Fox
Report, and the Karras Declaration are speculative, erroneous, and false, "Argument,

As set forth in the project application, and in the DEIR and FEIR, the Project is designed
to recover LPG, and the size of the Project is based on the Refinery's existing RFG produced by
the existing Rodeo Refinery crude slate. [DEIR, pg. 3-2; FEIR, Master Response 2.2, pgs. 2-2
through 2-4, Responses B2-12, pg. 3.2-14, B4-5, pgs. 3.2-118 & 3.2-] 19, B4-11, pg. 3.2-120,
B4-19, pg. 3.2-121, B4-39, pgs. 3.2-129 through 3.2-132, B4-40, pgs. 3.2-132 & 3.2-133.] The
design of the removal equipment and the amount of propane/butane that can be removed is
specified in the Project's BAAQMD permit application, and this amount has been translated into
an enforceable condition included in the draft permit prepared by the BAAQMD. The volume is
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specified as 14,500 BPD for a censecutive twelve month average. This design and permit limit
is based on actual sampling and measurements of propane and butane in the RFG at the Rodeo
Refinery taken in 2011. A summary of those measurements is attached to this response on
Exhibit "A-1" and it verifies what has been the stated basis of the Project from its outset. I
recently reviewed similar data for January through November 2013 which reveals an average of
14,250 BPD and is consistent with the fevels of butane/propane measured in August of 2011 and
the BAAQMD permit limit. (See Exhibit "A-2"),

As referenced above, the economic motivation for the Project is that LPG currently
brings a price higher than the cost of natural gas, which would replace it. The Project has
nothing to do with changes in the crude slate. The Refinery has no desire or incentive to sustain
or increase preduction of butane and propane because they have a lower value than the liquid
fuels (gasoline, etc.) that are the Refinery’s primary producis. Morecver, regardless of the
amount of RFG produced in the future, the design of the removal equipment and BAAQMD
permit limits will [imit the amount of LPG that can be recovered. If more than 14,500 BPD LPG
is preduced, the excess will remain in the RFG and be burned in heaters/boilers as it is today, If
less than 14,500 BPD is produced, it will all be captured and removed from the RFG. The
Project benefits and impacts (or lack thereof), as described in the DEIR, will cccur regardless of
which crudes or intermediates are processed at the Refinery.

Having incorrectly assumed that Phillips 66 will need to refine heavier crudes to support
the Project, Appellants then contend that refining of heavy crude will produce adverse impacts.
Based on Phiilips 66’s many years of experience refining heavy crudes at its varicus refineries,
we do not agree with Appellants’ contentions regarding the impacts of refining heavy crude.
Even so, we will not provide detaiied responses in this letter because the contentions have no
relevance or relationship to the Project, the FEIR, or the Land Use Permit. Because the
fundamental ailegation of the Appellants is false and the entirety of the Project is in fact to
recover propane and butane from the existing RFG, the remainder of the "larger project”
arguments are not relevant and do not require a response. However, because these additional
allegations are also incorrect, for informational purposes and toc insure an accurate record,
Phillips 66 provides the following:

b. No Crude Processing Eguipment.

None of the equipment being installed in connection with the Project in any way affects
the ability of the Refinery to process crude either heavier or lighter than that which is currently
being processed at the Refinery. Appellants do not contend otherwise. The Refinery currently
processes heavy crude and there are no restrictions on the types of crude it can process now or in
the future. There are restrictions on the ievels of pollutant emissions and discharges contained in
applicable permits and regulations issued by the BAAQMD and the Regional Water Quality
Control Board, and those restrictions will not change regardless of the type of crude processed.
Further, the CEQA baseline for the Project used to determine environmental impacts are actual
emissions from the refinery averaged over the last three years. Following implementation of the
Project, or without the Project, the Rodeo Refinery will still be able to process the same blend of
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crude oils that are currently processed and allowed under existing permits, regulations, and
facility design. Rather than enabling or requiring the processing of heavier crude, the Project
simply will allow the Refinery to remove LPG and sulfur from the RFG, resulting in the
corresponding environmental benefits described in the FEIR irrespective of the Refinery's crude
slate. [DEIR, pgs. 3-20 through 3-28, 4.3-12 through 4.3-24, 4.4-25 through 4.4-28, 4.8-12
through 4.8-18, and 4.10-21 through 4.10-24; FEIR, Master Response 2.2, pgs. 2-2 through 2-4,
Responses B2-10, pg. 3.2-13 & 3.2-14, B2-1 1, pg. 3.2-14, B4-5, pgs. 3.2-118 & 3.2-1 19, B4-11,
Pg. 3.2-120, B4-21, pgs. 3.2-121 through 3.2-123, B4-25, pgs. 3.2-125 & 3.2-126, B4-39, pgs.
3.2-129 through 3.2-132, B4-40, pgs. 3.2-132 & 3.2-133, and B4-47, pgs. 3.2-135 through 3.2-

138

c. Advantaged Crude.

The Appellants have excerpted selected language from various Phillips 66 public sites
and documents to support its contention that all of Phillips 66's projects on the U.S. west coast
are a part of an overall plan to increase yse of "Advantaged Crude," including Canadian Ol
Sands. However, when the Phillips 66 websites/documents that Appellants cite are read in full,
one finds that Advantaged Crude is defined as "crude oils that sell at a discount relative to crude
oils tied to the global benchmark." At least 6 different types of crude oils are listed as potential
"Advantaged Crude," several of which are considerably lighter than the crude the Rodeo
Refinery currently processes. When the Recent Advantaged Crude Activities list cited by the
Appellants is read in whole one finds that most of the projects listed involve crude oils that are
considerably lighter with lower sulfur contents than what Phillips 66 West Coast refineries
currently process. Further, a general corporate goal to purchase crude oils that cost less than the
global benchmark is not a “project” as defined in CEQA. Even assuming that Phillips 66 is
at a discount compared to the global benchmark, which of the

successful in purchasing crude oils
qualifying crudes will be purchased and where they will be refined is currently speculation, [See
(1) Feature Story - "Phillips 66 Delivers on Advantaged Crude Strategy", (2) Edited Transcript —

Thomas Reuters Street events — Q1 2013 Phillips 66 Earnings Conference Call (May 1, 2013),
and (3) Transcript of Phillips 66 Presentation at 2013 Barclays CEO Energy-Power Conference,
Greg Garland, Chairman and CEO (September 12, 2013), all currently available on the Phillips
66 Company website "Newsroom"; see also FEIR, Master Response 2.2, pgs. 2-2 through 2-4.]

d. Santa Maria and Carson Projects.

Appellants attempt to bolster their claims and erroneous conclusions regarding the
Project scope by cobbling the Rodeo Project together with projects at other Phillips 66 refineries
in Carson and Santa Maria, California. The only thing these projects have in common is that
they have the same owner, they will be constructed in the same general time frame, and they
occur in California. Beyond that, they are hundreds of miles apart, and each will proceed or not
depending upon the outcome of the environmental review and permitting process by the
respective local jurisdictions. The projects will occur in different counties, and are subject to
CEQA review by different lead and responsible agencies. Phillips 66 hopes that all these
projects will be approved; however, any combination is capable of proceeding because the
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projects do not affect cne another. Moreover, every one of these projects either has gone through
or is undergoing CEQA environmental reviews.

The Carson project consists of the addition of one new tank and increases in throughput
of two additional tanks to accommodate the off-loading of very large oil tankers in one call. The
size of crude tankers has increased over time, and the Carson operations need to be modified as a
result. Currently, two calls are required to offload the very large tankers, and the proposed new
and modified tanks will aliow the entire contents to be offioaded in one visit. The South Coast
Air Quality Management District ("SCAQMD") has issued a 100-page Draft Negative
Declaration and is expected to issue its Final Negative Declaration in the near future, [Phillips
66 Los Angeles Refinety - Carson Plant Crude Oil Storage Capacity Project, Draft Negative
Declaration, South Coast Air Quality Management District (September 2013).]

A project at Santa Maria involving an increase in refinery throughput was applied for 5
years ago, long before the propane recovery project was conceived. It was approved in 2013,
after certification of an Environmental Impact Report by the County of San Luis Obispo. No
legal challenge was filed related to that project nor were any comments submitted by Appellants.
[Philips 66 Santa Maria Refinery Throughput Increase Project, Final Environmental Impact
Report, Marine Research Specialists (October 2012).]

A second Santa Maria project consists of an expansion of an existing rail terminal at the
refinery and is the subject of a Draft Environmental Impact Report issued by the County of San
Luis Obispo in November 2013. [Phillips 66 Company Rail Spur Extension Project, Public Draft
Environmental Impact Report, Marine Research Specialists (November 2013).] Two full EIRs
(one completed and one just issued) have been prepared for the two separate Santa Maria
Projects and will cover all environmental impacts from those projects. While there is a pipeline
between the Santa Maria Refinery and the Rodeo Refinery, the Santa Maria Refinery only
delivers semi-refined products to the Rodeo Refinery. Unrefined crude oil is not sent directly
from the Santa Maria Refinery to the Rodeo Refinery and cannot be delivered directly to the
Rodeo Refinery without substantial modifications to the Santa Maria Refinery and pipeline. No
such changes are proposed, and if they are proposed in the future, they would require new
permits/environmental review. Prior to shipment of the intermediates produced at Santa Maria,
the semi-refined material is stored in tankage. The tankage has vapor pressure limits imposed by
the County Air District which acts as a constraint regarding how much butane/propane can be
included in the intermediates. Historically, and currently the Santa Maria refinery operates at or
very near these limits. Accordingly, contrary to the contentions of the appellants no new
propane/butane can be added to the intermediates sent from Santa Maria to Rodeo regardiess of

the types of crude that may be processed at Santa Maria.
€. Greenhouse Gas

Another of the consistent themes of the appellants is that the DEIR/FEIR is deficient
because it does not include off-site greenhouse gas emissions that could be created by the use of
the propane/butane after it is sold by Phillips 66.

980893.9
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With respect to the proposed Project, it is unclear where, how, or by whom the
propane/butane produced by the Project might be used. Butane is sometimes used as an additive

in chemical manufacturing which does not involve combustion. Further uncertainty exists
i f fuel that might be replaced by the

Contrary to Appellants' claims, for the above reasons, the CEQA Guidelines do not

Tequire a manufacturer/producer of a product to attempt to determine or be responsible for
issi the product after it is sold. The California Natural Resources

"Moreover, even if a standard definition of the term lifecycle’ existed, requiring
such an analysis may not be consistent with CEQA. As a general matter, the term
could refer to emissions beyond those that could be considered 'indirect effects’ of a
project as that term is defined in section 15358 of the State CEQA Guidelines.
Depending on the circumstances of a particular project, an example of such
emissions could be those resulting from the manufacture of building materials,
(CAPCOA White Paper, at pp. 50-51 -) CEQA only requires analysis of impacts
that are directly or indirectly attributable to the project under consideration, (State
CEQA Guidelines, §15064(d).) In some Instances, materials may be manufactured
for many different projects as a result of general market demand, regardless of
whether one particular project proceeds. Thus, such emissions may not be 'caused
by the project under consideration. Similarly, in this scenario, a lead agency may
not be able to require mitigation for emissions that result from the i
process. Mitigation can only be required for emissions that are actually caused by
the project." (California Natural Resources Agency, "Final Statement of Reasons
for Regulatory Action —~ Amendments to the State CEQA Guidelines Addressing
Analysis and Mitigation of Greenhouse Gas Emissions Pursuant to SB 97," pgs.

71-72 (December 2009),

The Bay Area Air Quality Management District has also issued guidelines for assessing
GHG emissions from stationary sources and includes a number of examples of indirect sources that
should be considered. Emissions from the post-manufacturi ion that might result from
the use of the product produced are not included. (Section 4.2 BAAQMD California

Environmental Quality Act Air Quality Guidelines).
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An indirect effect must only be considered if it constitutes a reasonably foreseeable
impact caused by the project. An indirect physical change determined to be speculative is not
reasonably foreseeable. (14 Cal. Code Regs. §§15064(d)(3) & 15358(a)(2)). If a lead agency
determines after performing a thorough investigation that an indirect impact is speculative and
not reasonably foreseeable, it is authorized to simply note this conclusion and to thereafter
terminate its discussion of the impact. (14 Cal. Code Regs. §15145). This was done in the DEIR

for this Project. (FEIR, pg. 3.2-123-4)
4, The FEIR Covers Appellants' Other Arguments

While the vast majority of the Appellants' arguments relate to the fictional "larger
project/Canadian Oil Sands" scenario, the Appellants also claim that almost every section of the
DEIR or FEIR is inadequate. As this Board is aware, the County and its CEQA consultant have
a long history of permitting and conducting environmental review of refinery projects. As part
of this process, they have developed considerable expertise in CEQA compliance in general, and
refinery project EIRs in particular. The shotgun attacks of the Appellants clearly lack credibility.
In Exhibit "B" to this letter, Phillips 66 has responded to those of Appellants' additional
arguments which Phillips 66 believes it has particular knowledge as the Project applicant. The
references in the Exhibit "B" are to numbering that has been added to the appeals {i.e. Shute,
Mihaly & Wineberger SMW 1, etc.; or Communities for a Better Environment — CBE 1, etc.).
In many cases, the responses simply reference sections of the DEIR and FEIR where the issues
raised are appropriately addressed, and, in a number of cases, Phillips defers to the County based

on its expertise and or CEQA experience.

In conclusion, the Project as described in the DEIR is only to recover for sale propane
and additional butane from refinery fuel gas and other process streams and will result in a
significant decrease in SO, emissions from the Refinery. [DEIR, pg. 3-5.] The Project is not
about Advantaged Crude, projects at the Carson or Santa Maria Refineries, or the availability or
processing of "Canadian Oil Sands," and none of those topics belong in the environmental
analysis of the Project. Speculation of what greenhouse gas emissions may or may not occur
related to the use of butane/propane after it is produced sold and distributed to customers is
neither required by CEQA nor appropriate. For all of the above reasons it is respectively
requested that the Appeals be denied and the Planning Commission's approval of the Phillips 66
Propane Recovery Project be confirmed.

Very truly yours,

//4//—\///—9

Mark E. Evans
Phillips 66 San Francisco Refinery Manager
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