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DATE: November 13, 2014 

TO: SJVUAPCD Governing Board 

FROM: Seyed Sadredin, Executive Director/APCO 
Project Coordinator:  Dave Warner 

RE: ITEM NUMBER 7:  APPROVE VOLUNTARY 
EMISSION REDUCTION AGREEMENT WITH 
PARAMOUNT PETROLEUM CORPORATION TO 
RECEIVE FUNDS IN THE AMOUNT OF $500,000 
TO MITIGATE AIR QUALITY IMPACTS OF THE 
PROPOSED ALON BAKERSFIELD CRUDE 
FLEXIBILITY PROJECT  

RECOMMENDATIONS: 

1. Approve and authorize the Chair to sign the attached Voluntary
Emission Reduction Agreement with Paramount Petroleum
Corporation.

2. Authorize staff to identify, fund and manage air quality projects
to mitigate criteria pollution impacts associated with the Alon
Bakersfield Crude Flexibility Project.

BACKGROUND: 

Since 2005, the District has entered into Voluntary Emission Reduction 
Agreements (VERAs) with project proponents to mitigate air quality 
impacts of their projects.  These agreements benefit air quality by 
achieving additional reductions in emissions.  The District has entered 
into 21 VERAs and to date has received over $15 million through the 
VERA process to invest in local emission reduction projects.  Projects 
funded by the District have achieved total emission reductions of over 
1,569 tons of Nitrogen Oxides (NOx), 191 tons Volatile Organic 
Compounds (VOC), and 117 tons of Particulate Matter 10 microns or 
less in size (PM10).  The agreement before you today is similar to 
previous agreements approved by your Board. 
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Alon USA Energy, Inc. (Alon), the parent company of Paramount Petroleum Corporation 
(Paramount), has proposed the Alon Bakersfield Crude Flexibility Project (Project) 
located in the City of Bakersfield.  The Project will result in the expansion of the existing 
refinery operations to allow greater flexibility to process a variety of crude oils on site, 
specifically crude oils delivered by train.  The Project includes (1) construction of 
additional rail lines, transfer equipment to offload crude oil from rail cars, new crude oil 
storage tanks, and new boilers to provide heating for the rail cars and storage tanks; (2) 
process unit upgrades and modifications to enhance operating flexibility to process 
crude oils with different physical properties; (3) repurposing of existing tankage; and (4) 
relocation and modernization of an existing liquefied propane gas truck rack and 
upgrades to the sales rack. 
 
Kern County served as Lead Agency for the Project under the California Environmental 
Quality Act (CEQA) and prepared an Environmental Impact Report (EIR).  The EIR was 
approved and certified by the County Board of Supervisors on September 9, 2014.  In 
the approved and certified EIR, Kern County incorporated an air quality mitigation which 
required Alon/Paramount to enter into a VERA with the District to reduce onsite rail 
emissions generated by the Project.   
 
Alon currently operates a crude oil refinery under permits issued by the District, and 
must modify those permits to construct and operate the new equipment identified 
above.  Such permit modifications are subject to very stringent “New Source Review” 
requirements under District Rule 2201, including the installation of the best available air 
pollution control equipment and mitigation of increased emissions.  The District has 
made a preliminary determination that Alon has met all permitting requirements, and 
has published a “Notice of Preliminary Decision” that describes the bases for the 
District’s decision and requests comments from interested parties. 
 
While all increased permitted emissions associated with the Project will be mitigated as 
required by District Rule 2201, Paramount has also proposed to implement a VERA in 
the amount of $500,000 to satisfy the onsite rail emissions mitigation measure required 
by the EIR and to provide additional emissions reductions beyond the level required by 
District regulations.   
 
 
ROLE OF VOLUNTARY EMISSION REDUCTION AGREEMENTS: 
 
VERAs provide a mechanism under which project proponents can voluntarily enter into 
a contractual agreement with the District to mitigate their project’s impact on air quality.  
Once entered into, VERAs become legally enforceable mechanisms for achieving air 
quality mitigation.   
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Dollars provided by the project proponent are reinvested in the Valley to reduce 
emissions.  Utilizing the District's highly successful grant administration program, the 
funds generated here will be awarded to Valley businesses, residents, and 
municipalities to generate real and quantifiable reductions in emissions.  The following 
are some examples of how these funds will be utilized to reduce air pollution: 
 

 Grants to Valley residents to purchase cleaner vehicles 

 Grants to Valley residents through the District’s Tune-In Tune-Up program to 
repair older high-polluting vehicles 

 Grants to Valley residents to replace fireplaces and non-certified wood burning 
stoves with clean-burning EPA-certified units 

 Grants to businesses to electrify or replace existing diesel-powered off-road 
equipment 

 Grants to businesses to replace old trucks with new low-emissions trucks 

 Grants to school districts to replace older and high-polluting school buses 
 
The emissions reductions secured through VERAs are “surplus” to existing regulations, 
achieving reductions earlier or beyond those required by regulations.  Over the years, 
the District has built a reputation for excellence in the implementation of these 
programs, as highlighted in multiple audits by state agencies that lauded the District’s 
incentive programs for their efficiency and effectiveness.  The District’s incentive 
programs have invested over $1 billion in public and private funding for clean air 
projects reducing more than 100,000 tons of emissions. 
 
 
MITIGATION OF PROJECT EMISSIONS: 
 
As noted above, Kern has approved and certified the EIR for the Project, which includes 
an assessment of the Project impacts on air quality, characterization of criteria pollutant 
emissions, assessment of public health/hazard impacts and identification of feasible 
mitigation opportunities to reduce air quality impacts.  As a result, the certified EIR for 
the Project incorporated the following mitigation measure to reduce air quality impacts: 
 

Mitigation Measure 4.1-3: Prior to issuance of any grading or building 
permit, the project proponent shall enter into a Voluntary Emission 
Reduction Agreement (VERA) with the San Joaquin Valley Air Pollution 
Control District (SJVAPCD) to reduce onsite rail emissions to below 2 tons 
per year for NOx and below 2 tons per year for PM10 emissions.  A copy 
of the approved agreement shall be provided to the Kern County Planning 
and Community Department. 

 
While onsite rail emissions will be mitigated by the surrendering of Emissions Reduction 
Credits (ERCs) as required by District Rule 2201, Paramount has proposed to 
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implement a VERA in the amount of $500,000 to satisfy the mitigation measure required 
by the EIR and to provide emissions reductions beyond the level required by the 
mitigation measure and by District rules and regulations.  In addition to nearly 8 tons per 
year of mitigation for onsite rail emissions required by District Rule 2201, the District 
expects to generate the following emission reductions due to implementation of this 
VERA: 
  

ROG/VOC:    3 tons 
 NOx:   45 tons 
 PM10:     3 tons 
 Total:   51 tons 
 
Under the terms of the VERA, the District will receive $500,000 from Paramount, no 
later than the date of commencing construction activities for the Project.  This amount 
includes a four percent (4%) administrative fee to cover the District’s costs of 
administering the program: 
 
 Mitigation Funds: $480,769 
 Admin. Fee (4%):   $19,231 
 Total   $500,000 
 
All mitigation funds collected will be used for emission reduction projects to satisfy the 
mitigation requirement in the certified EIR for the Project and to reduce emissions 
beyond the requirements of the EIR.  The emission reductions will be in place 
contemporaneously with the construction and operation of the Project, providing direct 
air quality benefits in the San Joaquin Valley.  The District will establish a separate 
budgetary account for these funds, and will provide routine tracking and status reports 
documenting fund expenditures and the emissions reductions achieved for the Project. 
 
 
FISCAL IMPACT: 
 
Under the terms of the agreement, Paramount is expected to pay the District a total of 
$480,769 in mitigation funds and $19,231 in administrative fees, for a total of $500,000, 
no later than the date of commencing construction activities for the Project.  The 
District’s 2014-15 budget contains adequate revenue estimates and appropriations to 
facilitate the receipt of mitigation funds from Paramount and for expenditures of those 
funds in accordance with the VERA.  
 
 
 
 
Attachment:  Voluntary Emission Reduction Agreement No. 20140249 (10 pages) 
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