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‘M. Jonathan Nadler (¢fo CEQA)
21865 E. Copley Drive
Diemond Bar, CA 917654182
Pax; (909)396-3324

‘Emal: nadlerGaand goy

Re: OB Comments on Drast Envitonmental Assessment (Dreft EA) for P
Amended Rules, Regulstion X - Regional Clean Afr Inceatives Marl

Deax Ms. Nadles,

A dusrogueion

organization comitied 10 cavironmental lsanss fnpacting Tow-{ncoma commy
California. Witk over 20,000 smembers fn ths state, CRE ket been involved in
environmental justice movement for aver 8 decade.

As s South Coast Alx Quality Managemeat District ('Diatiet”) ko
comments on the Disticr’s CEQA Lnitil smdy o Febraary 23, 2001. Yot
iled o moify the poject o address the grave: concerms rised in thas eter,
added fnsilt o ijury by sorazsily dismissing our concerns s mere “opinior”
to1he fcts” Dra EA, Appeni C, page 1-10;§ 13. Speiialy, o Disig
asserton that RECLAIM bes fafled. Recent media covesege of tis ssue, ho
taat such “opinion” s widelyshaved by the bl A supling oFnewspapes
effecthave been collacively atached a9 Exkiit A o this cobumaent ltier f
bensfit. One such atils, which was published L the Los Atigeles Tiraes,
‘Soufulasd's market bask expeciment bas been a serions dlpappoiztment. ...
ien well shortof expectatons. Eight years it the progatu, smog cuts i)
companiss ars failing to reet pollurion reduction tergers, end proposels 1o
acé mired i controversy. Memnacturers, power plants and efineres have:
2 scant 16%-rmuch les than s antcipsied by this e .. April 17,2001,

sposed Nerw and
(®ECLAIV)

‘Commmuaities for a Better Environment (“CBE?) i & nomprofit envirorimental justcs

[Page 1 (atached a3 Extlbie A). The artcle goos on to quote am EPA officiel vt
<even yeus, the progea did sbsolutely vothing” 4.

In asious comument ietrs 1 tho Disricton the proposed changes (o
b oted that RECL.ADM s faled to proviss pacicipants vt adequne 060
fmstall pffuton coniol orthe past seven years dus to an el oversupply of
[market and the District’sfle o sequatly oversee the pesgees of the pro
[mentioned borh in writog ani orll, tese fundsanental flaws n the ada
[RECLAIM prograss s now resulting in massive non-complidnce beosase deu
skl mat the supply of those creits (which s thecontemnplaed fonetion of|
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singo ts incepion). CBE canaot elp but noie thai when RECLAIM was it o elghs
8818 g0, We precioted not oly tht t would fil bt thst i would take sevenyears befoso the

Leasom - sesponible sk aking by perlicipans who have g e, it ny,
i poluion. This s he only explanaion for why cerin fciliies i

s wvsdmeﬁm,ﬂmnm\ﬂxmhmmmnwﬂm]mﬂfymgmtpqﬂpnmlwl
0 RECLAIM. Usfortuasiely, e offect of Qe chauigos will 66d e pollutioh marker’s

“pollusion control as  resulr of the proposed charges to RECLATM.

Wit these facts 1.2, CBE holds 10 el of s initial comment, g submited in
sesponse 10 the Disti's Tl Study for the Draft EA. on . Arezdments on]
{405 the Tllowing comments speciBco the Draf EA.

|ovcur evenvually), we are wimessing geoss monsostupliance by paicipating:
 ilinggess v sk ateasonable “bets™ on the macket withous the fear of
by the Distict.

‘The absence of an analysis ofthe enforoomont aspeets of the grogram i fespecially
[;moubling given hat the express mandate calling for such investigation in Distrgt Rule 2015
IG)(s). ¢ Shonl be noted that f the Distecs fails to condet guch an investigatin by the 6=
jmonth deadline, that failure will constinu  vielstion of thatRule, sad , n torpl a violaion of

|CBE Commens on Draft B4 for RECLAIM Amendments Page2
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the federel Clean Air At sinoe ke rule s Jasioded In Californie’s State.
under the Ast.

Furhermore, th proposed ehages to RECLAIM will ave long-tzrn.
icoversible. Onoe sow crecit generaton rules aco adopted, e sdvarse effeet of looding the

. ket with azedits could be stvene and long-lating. Such & proapest om0 o the
‘prisary Gujectiven of the propoted pusjecs, which {6 1o lowss RXC prioes i to neaseierm”
| Dok En, page -17. :

‘and aren o odits that the proposcd rules may bring intb the RECLAIM nfar
“[tjhe only limiration on MSER( geaeration is that the Pxeautive Officer ean gpprove plans for
scrappiag vsbicles pasiaat o Rede 1610 forno acso than 30,000 vebicles perlycer. Thid
Jimitaron sppliesoaly whe siual mumbee of ceapped veoles, and s nof e

he qount of MSERCS eniering the IECLAIM markes, Neitz Regulation XX noe Kol

Genuphasis sdded. This ceatea u potentilly dsaatious sfuation whare tha
fiooded yith stadits, Griving oV the price o reats » dysfuncsional macket
| tacentives for polatioo contzal. This s an mesceptable osult of any “backatop” mieasrs tho
| Disteios s putting forwesd o deal with tho suddea inéreasa i RECLATM crodit prices.

- Tho potepil for & disupiive influsnce of new oreds entering the 2
s i froposed Rale 2507, which allows for auee souice cedit geuetion.
acea souzoes in the St Cosst eve curently unperpiifted by the District
cuen Tevel of aggegais canisions fiom thete aourees s a ysiniy (whiskras
Distrct docs not kndsw howy many pollation redits 1 bo genersted from redfotions e these
Sovrota). Given these great uncerRiiés with pespest 10 Proposed Ruje 2507 aid the other -
‘Eropsed MSESC rules slong with the fechnical uncerelnii s th celcalatipd of ruchcrsdts
isaussed in the meimo from Julls May 10 Sy Pestapts, daied April 27, 7007 (emachod to
comiment ltten), slowing oredits generatad uoé f305¢ progrums inso the REGLATM universe s
+ | envirommaprallyiresponsible. .

1. Limitiess numbers of MSERCs and ASCt Frusizates the Pirpors/of Annnal
Allocsrions B

facilities will continne to pollute near ov st qurreat levels regqrdless of the sitocated level of
poluton the Distict imposes on thewn. They willsimply buy more redits o offet the plluton
they it in excess of ther allocation, theseby lowing the marlét's dysfancida t continse.

2. Limitless uvaabers of MSERC and ASCs Eviscerates the Potentis] Benefit of
Complisnes Plans as Proposed-Under thie 2009.1:

CBE Comments on Draft BA for RECLATM Amenidments Page3
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B supports s Disuirs ffn o oo el  demonstt oo hey will e
iat0complienc whh RECLAIM throughlhe sbmital f complaseepans s ropose
Ry 2009 0 20051 Poposed R 20091 however s ariepas t i i
ARCT Gecorogy ety or demandace o sy 1 1 RO end

Sl which s the cxprass pUrpose of the crestion oF the iew radbile source anl area souroe
eredit goaeration rales, RECLAIM pasticipants will obviousy choase 10 uso ftp lafer option aod
‘buy more credits o offet ther exlssions above thei allocation tahr than spapd money o
xeltively raoeo expeasive polluron contoltechology. In s, the nev <redsl generaton ul
‘adermine the goal of e gessive polluton conud) st penmited stionsty sovibes, tha puporied
motivaiag force bebind RECLAIM. +

3. Tho Disnict's Inehuston of MSERCrand ASCs far RECLATM Vi
Equivaloncy Requirement Under Health and Safety Code

tatés

A9 Mike Schieble, doputy cresucive offiverfo tho stets Al Resouzoes Bpoa, apily seted,
'RECLAIM “hasn't done a5 well s the egufations It eplaced; {don' tiak it

achieve the emission-edution goals et isset out o do. The reduotions we'
een delayed sud von't bs achieyed for  covplé more years”™ LA, Times,
(amacheaa Extibit A). RECLAIM's felure 0.achiove equialent reduetions
it replaced is ot only the vofotounste fulfliment of CBE's eighteyoar-old pred
also  clegy violation o sace o, Tho Califoria Hiealh and Safety Code §35¢

the regulations
fion, butitls
16(6) madates

reduerion said conol srmiegles” t the psogsat eplacas, & provirion e Diiictisif clen
Draft A, 3-5-To date, e Tacs, on el Sace, daiuonstate at e progrnm b not et to
equivalency koquirexaeat established by the Health and Sufbry Codo. A genarogs simacs of

actual overall saducelons reslting fror RECLAIM is 16% sinos 1953 Soo Exibit A,

Times axticls, Infoct, scsondjng 1 the Disirlt’s own, Whito Paper om RECLAIM sinbilizagon,
weferien und posier plaats have 2

wites o showing aa incicased emquu et 1 (mplmh adzed).

“The proposid changss to RECE AIM wilf only serve folexaserbate REC!
et oo Flolth tnd Safery Code's equivalmoy swndsd by providing furher didincerrives for
eat pollvton cormrol. These progtains taeretore comstte new end sepaste violtions of the
equivalency smandand a5 ationated in Calizornieitealth and Safery Codo § 3966(0). Theseare
violations tat ue actionable in & cout of law.

“Under Foderal Law.

s discuss 1 ou previops comuments e fsderal Cléan Alr Act leadylprohiits e use
of mobile source crecits for pumoses of aew sowse Yeview offets - one of et
of the MSERCs that ot fiom RECLATM's smaendapemts. Sestion 175((1)
states that bofore a now source comionces operdton, it s obtai. offseting

|CBE Comments on Draft BA for RECLAIM Amendmests
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| rednctioas “Srom exdsting sources o the region.” Secticr: 111(a)6) states that tho trm *existing
Souzos” meens "y STaronary qirce OfhaE e vaw sowse.” Tharelors, ofyes Sx now

‘raified sources if nonvatiaiinens 2oaa myst bo obtainad from stalonusy, Bt essbile, sowses, i
This legal deftorin the proposed amendmentts subjects the AQMD alang with fny source that
uses MSERCs for purposes of NS offsels to lisbliry under ha fedaral Cloan lpir Acr.

ol e o oF s oo e o e o an amoustof
eeductions that aso squivalent t the iuiial exoese the Distrigt U dadvet the seuisining oxscss.
‘polluton frows the facility’s fuuse ellooetion. This allows s poreatial tvc-yess delsy in 2

Sasilizy’s complianoe vith s eyl allovaion. This i 3 elar violation of thelCliforaia Health ‘
and Sty Code's equivaleney standazd, as avtculated in §39616(5),and doserfbed sbove, :

o make mtters iors, because e Miigation Fee Pund 5 not piefungad with  feserve
ofcredits 10 offset the nital eqtgion excesse, it vill Iy Jad 10. s offcach up” whate.
‘monies 5om the Tuad will dvays b wied 0 procire 6T 0 COMpeTAutnIfor paat iselon . .
toasaes, without havig enough Audiog to pBaes urrent excatsat, The Dot st
‘problent in he el B, which sates, “be propoaed ermendivents o RECLAM may renliina
delay i thé Sscountng for llocetion sxcosdances.” Draft EA, 3ago -3, ThePiiigationFeo - * 1
| Progem i threfors fusdamcatally Baved, lesving i open tolsgal challenge tnder Fealthmad ¢ i
| sk Code §39616(s), 86 expleinsd sbov. L e

. mAQmsshumpmpnndby\ﬁermuuphmdwm-mw- 2s discussed in
| o ro et e g

! E The Districys BARCT. mm@ m_'gng_u;

BB miposts th D' 5o i pohiom potrol i sl porwer lats .
the South Coast Air Bisin throvgh submital Feompliencs plats thef describaliow t8é fiellity
il i, ost Avallabls Ratrofis Conro! Tecimeloge-#BARCI) sandards [y aolees, - ;
. Bowever, Exautly What o BARCT stadopds ase for power prodyeing fudliié, An exeuttive
starch of o Disiroe s websif, inchudtug e “BACT Cuidelines” did nprluhiome hi sz, :

| Witious providing the publié itk sAequare informetion 1o thderatand What BARCY weans, e
| imposisen o that teclnology standard 1s rendered métoingloss .

CBE Gonaraents on Draft EA for RECLAIM Amendments Pages
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“The Districteals for cavironmenial dispeich for posier plants based
informerion” in Ruls 2005, Tho Distict does not dafino “bést avalable i
undermining the poential bensis of apvionmeial dispatch. I arder o cee
exvironmental dlspsich schezos that I effctve, tho Disttetavss provida a cof
for st svallable information.”

& Conclusion.
CBE swcongly urges the Al District 1 consider the shove concemas

abasdon sl changes to RECLATM that do notsult i the ams e imstel
‘oontrol at paricipeting facilities. '

‘Richerd Toshiyuld Drory, Legel ircctor

CBE Comments on Draft FA for RECLATM Amendments

Page6
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Memoter, ' Suma Peesapatl, Suff Attorucy, CBB

From: Tutis Mag, Lead Soientst, CBE
Date sy |

Rt My Comumaents o SCAQMD Draft Envirorshental Assessuent(BA) for now ;
'RECLAIM Amendments & Proposed Rules 1631, 1632, 1633, [2 2507 :

sttes, &mx;mpmmdfumdmgmmmmmumm n o ghographic ares,
‘which e adod forreductions inan entiely iffreic area. ‘The Distriot stated it It will racke
‘| thia issue in the furure, however, the CEQA snalyais fos this project can kud shbrld provide i
information on dhe locétions of Sourees which mey ke yaxt; Eapacially given tho potential for |
#t10rs in calewtation of emissions tadad, thae aré potentially signifioknt increqhed eiskion. \ |
impasts o o project. ‘

caraplets projeet descripion, impects Analysis, snd ltematives analysis. This Pllelso help the
‘public o bs able o evaluato the project and cormament om poténtial alicmuatves, ouch 63 proposing
| Beographi lmitations o trading, e, These detals should it bave o be fereped ot by the
{ublie, The fotlowing churt roughly outlines poteatal geomaphic dispartios fised by
iffsenoesin the locatian of esisstons redustions and e ofcradits, whers daslons
voduerions ro aveided, 1o onses in the propored project vhere evedits generatsave closer to
oot wsage, geogmaphi dispavity mpacts woul b iimized. Please providg tos location
informetion forcredit generators and wser.

digribution oenters cances s not providag, to he proximity i

| | Bmstons Resocrions trom: Croiued by: | Rednetons msar Buys
|
|| Mo vese st sngines Powerplas, | Maybocloss1o the biypr of s credi,
> Repowersd o meet lowersundard | Refinerts, Oters | bt s ¢ not guacete, (Tl wonld
milnly bo s T refnkies)
Mt disel fuled hoteling (elecbicsy - -
tatzation Yiiloat o) i
> Repemesedvy s el
Disel-powered refigerton wucks ¢ - ‘ikuasa ~ The lcatiz
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SR T SRR
= ! xgdustions avoided s s,

Diselfuled sgreiturst pumps " oty 1e be closa  the credt er
> Regomered ting tocromitor.

“The project desoription aud environmental impacts section do ot rovide ot Key evalustions.
‘Ounof e igges problens with polhuion ading wheway, (hesd o inizodecion of
iequites ceused by googuaphic (iffvences 1 eductions & Sedis vaage) it need for  very
sccutate cormparison befwesn two differet enlyions douzces i xder o

nsad of requiring one plece. of equipmen 50 et n alesion stendard, whi
‘radional coremand and coxtrol segulation, s pet oquires & comparisan o
ifferant poliuting souress. Their emissions must b separately caleulated and spbtracted (which
o oftom based on independint genealized cmissions facion), The diffreace
chlcalasons resals i the crodis generatec, Thare sil defiitly bo ervors ool of tusse
ealoutations, end thes s  sigaificant poential det tho 6o &rra will be additvs, cousing
goestion ofsome avzount of Hegiinet polluon credls, »

Suck an ecor villsocumutars whn llthe different rades e added vp. This ot exrorneeds
110 be clesely evaluated wader CEQA in order o detestaine whether the oumalative eor exceads
the Distiols siguificance critrie, (1 adiion, the basis ofths emisslons faotos wsed inthe
tegulation should be provided as part of the project descripién and so tha the gublic can,
ovaluste thems and evalnats potearlel mpacts fom eny eceors in thage etors.) Tem of

{ legtimatcly genarotod eredits would result n 4 icrees in‘emissions (withont eny real credit
offbets) compared o the no project eliermative, These earors could renilt n .1

temvizonmeat! impaot o thia project, i violidon of the Cafiforia Buvi

The mumbers of dieie!agsieulural punps, ruck distebution sevter, diesel refigerated
trucks, end ceptive martne vessels i the region which could tke st this prigrem I3
posentially vecy large. Tho sppendix inshades both total numbers of such sousods and estimmtes
iof the mumber o these sourues it axelkely 10 participate inthe roject. The Distct doss not
[provids justificaion for theso zumbats, Also, e curreatly proposed ris do bt set # Jioul S
e pumber of trades which e ellowed, L thet se, ey exrors in enissions feftors which
lovesestizmaie crcits genecaed vould be multplied By o auinber of faciitis tiking part. As
[desertbed above, th total errr could be large. This could cause s sgnificnst inbrease in air
Jonissions duefo the s of credit thas do wof represent real emissions seductions. The Distrct
culd ave studied these isocs i the Dreft Envisouuental Assessment, and skbuld have
fnetuded imitsin mumbers of tredes allowed o mitigate eny potential eavironmintal hara.

ince thero are errors in atl caloulations and messurements of sinfsslans, these nfust bo
wansified for tho CEQA amalysis. [n foer, the Distict hgs historically commitie Jarge erzors in
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detecminations of emissions fot vazious pollution xeding schemes it adminis
the Dt has zsdily edrited thst i emed In calculitiag it basalie ello
Reclaim faifties, which wers 100 high, I addiion there 3 zuch evidanso
seductions achieved. by Rull 1610 (10 ar sersppiag program progrein) could
socarding o te Distict's own inspeetor, Sincs errors are 0 bo expected and|
e Disticts pelucion tradiog prograans ey must be evaluated ia oxde 10 0
xtorsin projoct sstuaptions could cause significant impecs.

o odditon, in order o be complisat wids state e (spaciicilly, 17 CCR Sect| 91507), e
Districtmust “provide for enforseablocrodi clgulaton rsiocals o pracedites that coniein
e Tolowiog elemenss: (1) e caloulaion method o dterin tho amount of redvctions being
geacraied as crodits, including formulee soconing for eniisions rate, operatihg period, sctiviy
Jevel, and echieal uncsraiy,” The Distics has ot provided any such coloiion method.
et accounts or techrical unsertaaty,in violsion of the ebove-rentionsd.

emissions are deennined 23 lowér than.acnual emissices, é toal exror il b umltive, Suoh

‘eroors e ot mecessarly vandom, and therefors ¢saEnecessarly b expectad th averags oti, fn

this case, ilegitimste amisstass eredite would be genesued, csusing an incrcash in ais emissions.

} e Distsior muse evalnato susk potentil cnissions detérmication error for Al soutoes Gotnded
intieprojest.

|
o such that its |

imozgaged o

‘This projoct will causs the increased use of clectricity, as electri englnes e 4 contomplaied
altertative to Gescl fusled engines wader somo of the proposed rles. The addi

deraand, ang xesuing eneation, il s foreased eanssions 3t powerplas,
; f the Drufd EA provides soeso mumibers o euiasied electri: usage caused by b difforsus
| praposals. However, tero was o analyels qutnisyln incrataed smistone t o plaats duo
10t incaeesed clcielal vsegt, o an analyas of elinieal-usoerainty and eort in e
salolations rovided, These ol be provided. 1 oo an oddity ofthe prdgram that a arge
o ofth critsbeing geasraied will Lely b used by poves plats

Thia will allos power planes 10 avoid reducing ecuissions thibvgh puschasing.
| ivectly seducing exnissions a ch facliy. Yet, the project iself will canse a
[pover pisat cmissiona due to increases i alscicity gensuation, This f a sty
[oehich ahould be analyzed, Itis eve possble thet s navonsod cleotical wsegd could cause on
[ncresse in other dissel-gevesaied power. For exaaple, somg'office buildings sle appiying for
[pemnits 1o use disel-poviered goneretors for back-up povwer because of powsr cag:
{the eregolation crsis, [#the projess increasss the need for electrical generation there ismo.
fguasanies that that additional gonerstion wil sorue from nstucal gas-powered pder plats with
Polluton conitols. The sdditional gencretion could come from diriy distlsie
lantsor diesel poweeed elesvicity generation, which could wash out auy gains bfthe project.
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Altemative 1 e gt

‘The project did not evaluate sorms important eteeaatives. For exasagls,
| reductions sepraseat laudsble projocts (ndapendent of tading conceras),

jof ths voluntary
thoy imvolvo ;
eliminaton of disel engine pollution, which i highly txic, One aliaruative fotha profect, |
‘whioh shovld be eveluates, s a District requiteiment for such phase-out of diefel oagiaes I
independent of woding programs. Thie wovld to generate aitonsl crdits, bt orco ‘
‘additionsl emissions teductions in the Basin that are rea, thereby helping the District reach !
atsinment of Clean Alr At standurds. (In fact, during ealier discussions with the Disticr, CBE [
" proposed inaluding sedustions from alistmatively-fueled msin vessel |
+ botelling opetations in the SIP, The Distriet chose a0t 1o include them.) }
| Aoties alrernaive 1 te projost which sbould be evalustd is  scenario 1
| power plaat canstruction [s limited to sctual needs for generation. ISO ‘
| Operetor) ofticals Bavo srated thas o esge pesoentage of e wero shut dowh for o
| ‘emésgeney maimenuce duisng periods of poswer ouiagos, These offcials av) sdrmited (at the
‘et utagos e sxucesbaod. ot aed by, dovaslod of eisting powol ik, axd tat

there appeared fo be enough existing power plani to meet fhe nseds during i hoso i
‘plaats Bad just been operating. Duri the tiues of e outages 1SO offclels ebizunied that 1
these plants bad bee in operation, thers would havo been an oxira 25% margih of safy in

‘poweE generation capecity aarass the cotire Sata, This is & Buge mergl, The fsvue of power
plants down for noa-emergeney maintenance is i issue which is Vder investbstion, because it
52 situation which was caused by deregulation. Prior to deregulation, sulicieht geacration

paration could be equired and gemerurs could not witbhold power i this mbacer. After
dexegulation, e 180 was oot given the suthority t require that oufficiest remainin
operation.

Al the precepis of depegulaion are now baing recvalusted, and asein fluk, Thate ia st law

‘under onsdaation Which could chunge the fom of requiresens for taying I openstan, No
| ks how sty yowies plac e il blascnas enld 1 accar v
Slans s oo eguizod o be i oparatig oy o dns,

Undos thase isumstances, rather tha the Disric genrating wallmited creditsin the
autcipation of bugs increases n povier plant consruction and isezeased

| pleat, the Distiorshould evaluste actua] nesds for incressed generation taking
xistiag plants. Then the Disiet should limit poteatil coedit ganration to proide ouly for &
{Himited emouat of pover generstion expansion. 4t tis e, the Dinriot appedzs 8 be
[astiticialty maripulating the credis market in a vy thatstimuates wtbridied polser plant growth,
[The Distiet should eveluate an shtermative to th pecjact cat allows for o it inreass n the
Inumiber of ceedits to eccommadete ol those povex plaat expausions that ae g
bmecting snesgy needs

[The Distric shonld also evelsie ciean encrgy altsmatives to the project, For e
[égrcultural purps provide a very logioal epplication for solat encrgy. Agriculshonl parnps are
[pencrelly operated during the dsy. This s the same time that S is svailable, ahd consequerty
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solar punaps dont vequise batery sworagofor solar nergy afmight, They
simple application of cless energy. Such an'aliemative 1o the project cowld x
emission redustions dut (0 e avoidance of ncreased deodnd on power
slectic snotors on tho puunps. This increased lectical sa causes facreesed
‘plents. This s other clean energy elternatves should b Sveiusted.
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HEADLINE: IRNOVATIVE SMOS PLAN MAKES LITTLE PROGRESS;

AIR QUALTYY: AFTER EIGHT YEARS, THE SOUTHLAND'S PROGRAM ALLOWING FIRMS TO
TRADE POLLUTION CREDITS HAS FALLEN WELL BELGW EXPECTATIONS. IDEAS TO FIX IT
ARE MIRED IN CONTROVERSY.

BYLINE: GARY POLAKOVIC, TIMES ENVIRONMENTAL WRITER

50D

It vas supposed to be & revolutionary way to clean up the eavironment, 2 business-fiendly.
strategy to slash industrial emissions itout the heavy hand of government.

But the Southland's market basket experiment has been a serious disappointment.

The Regional Clean Alr Incentives Market, or RECLAIM, has fallen well short of expectations.
Eight years into the program, Smag cuts have been mirimal, companies are falling to meet
poflution reduction targets, and propasals to rescue the operation are rired in coNtroversy.

Manufacturers, power plants and rafincrlos have reduced emissions by a $cant 16%--muich
less than was anticipated by this time. Businesses were given 10 yoars to eliminats about
13,000 tons of pollution annually, but as the pragram nears its end they have sliminated
Just 4,144 tons, according to projections by the South Coast AIr Quallty Managemet Distrct.

Over the course of the pragrar, the AQHD has recelved a trickle of applications from
companles to upgrade pallution control capacity. Air quality officials say that Ifthe number
f retrofits doasn't dramaticall Increase, the program will fal.

So littie progress has been made that the AQMD is now telling businesses t slash their air
pallution at more than twice the ke they have over the last sever years. Meanuile, the
agency estimates thak industry will emit an extra 3,373 tons of health-threatening poliutants
into the air ths year, 14% more than it is allowed under the program.

Business representatives are divided n their reactions to the program.

/ere going to see the benefits of RECLAIM, IV's Just taking a lite longer than we
expected,” said Bill Quinn, vice president of the California Council for Environmental and
Economic Balance, which represents busjness and labor groups.

But some companies are resisting pressure o reduce emssions. Same seck to eliminate the
penalty they risk if they pollute beyand their limits, Others would llke to escape the program.
entirely by paying a fee of $ 7.50 per pound of pollution, no matter how much smog they
make. Many businesses are nsisting on a fresh Infusion of credis In return for cleaning Up
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a3, boats and trucks Instead of factories, smelters and refineries.

RECLATM "hasn't done as well as the regutations It replacadl" soid Mike Scheible, deputy
executlve officer for the state Air Resourcas Board. "I don't think It has worked et ta achieve
the emission-reduction gasls that t set out to do. The reductions we've antcipated have
been delayed and won't be achieved for a couple more years.

‘The prograrm was launched in 1993 as the first market-driven system o clean urban air and
quickly became a mods! for others around the world. The Los Angeles-area program, Which
elies on a system of tracing pallutian credits, was supposed to cut industrial pollution by
stimutating tachnological innovation and reducing burdensome new costs on businesses.

Nearly 400 companies participate, including Walt Bisney Co., ExxconMotil Corp. and Northrop
Grumman Corp.

Each facilty receives a certain number of credits representing a pound of pollstion.
Companles that do not pollute to maximurn allowable fevels can sall credlts o firms that emit
more than thelr linits, The total credit supply Shrinks about 8% annually for a decade, thus
uimming pollution.

‘The program was seriousty comproraised when powar producers In the Los Angeles region
operated far beyond poliutian limits last year. Power companies gobbled emissions credits
25 they Incressed production to keep the lights on. That caused = pollutian credit shortage.

‘The market price of a credit soared as demand outstripped supply. A credlt for one pound of
nitrogen oxide gas that cost an average of 25 ents In the early yaars of the program climbed
t0 more than $ 50 late last year. Hitrogen Gxide contributes to ozone and haze, the main
wredients in smag.

Local air quality officials and business advocates say the program was working fine until the
electricity erisis.

But critics, including the U.S. Environmental Protectian Agency, the state air board,
enviranmentalists and some scholars, disagree. They say the enargy crisis revealed structural
flaws in the program that were bound to surface sooner or later, "The simplistic explanation
5 to why RECLAIM falled Is the market was much' more volatile than people expected and
that s due to the eleciriclty situation, an anornaly, an unmanageable spike Fippling through
the market. But that's nok the shole story,"” sald Tom Canaday, environmental englnger for
the EPA.

Local aie qualiy officials acknowledge that, from its inception, the pragrarm wias embedded
with powerful disincentives to out smog. That s because they seeded it with too many.
credits, about 30% more than raal-world emissions. Credits wer so plentiful and cheap for
50 long that companies grew addicted to buying them istead of spending more for pollutian
controls. The system crashed [ast year when manufacturers retumed to the marketplace
expecting to find more cheap credits, but instead discovered that power companies had
bought most of them, driving up prices for the few that were left over.

Al the while, air quality offcials dig not push business to install controls and instead trusted
them to make wise cholces. Indeed, that was the very goal of the program.

“For seven years, the program did absolutely nothing,” said an EPA ofical familar with it
"Businesses got used to cheap credits. Nobody did what they were supposed to dos
responsible plannin

'RECLAIM was born during an aconoric downturn when business groups deranded a flexible
elternative to traditional regulations. Many economists and conservative politiclans continue
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to favor market-driven programs, and such approaches are expected to figure prominently in
the Bush admiristration's attempt to have a clean environment for less cost and red tape.

Representatives of blg businesses, which control about 85% of the nitragen oxide credits, say
RECLAIM has saved them money while contibuting to racord clean air the reglon
experienced during the 1890s. Al quality officials ascribe most of that progress to claaner car
exiaust,

‘Companles saved an estimated 41% on compliance costs under RECLATM compared fo
traditionel ragulations, aithough most of the savings occurred because pollution controls
were delayed for 5o long.

At the Arco refinery in Carson, engineers searching for Ways to reduce emisslans under
'RECLATM recently turned smog Into cash. They rerouted propylene gas, a byproduct of oll
refining, from bolers into a processing plant where they convertad i fo plastic pefiets for
water bottles, patie fumiture and strawberry crates, reducing about 500 tans of pollutants
annually.

"Now the polypropylene plant is a revenue-generating plant,” sald Susan Livingstor,
enviranmental manager for British Petroleam.

In trying 1o fx the program, AQMD officals face a diffcult balancing ack: They want to help
lower credit prices by removing the powar plants from the program. Bt I the redits become
00 cheap again, companes won't have any financial Incentive to reduce emissians. 16 the
same scenarlo that made the program Ineffective in the first place.

“The agency's governing board mests May 11 to consider amendments o the pragram.

“The agency is already planning to require 36 of the biggest polluters to begln submitting
plans detailing how and when they will install additionat pollution controls. Among thoss
targated are California Portiand Gement in Colton, the Los Angeles Department of Water and
Pover, and Equllon Enterpiises, which operates a refinery in Wilnington. Industry initially
balked at the demand, but relented after air quality offcals dropped a federal enforcement
requirement.

he AQUD governing bioard also approved a regulation last manth to allow cormpanies to
clean Up heavy-duty diesel engtnes in exchange for emisslon cradits for use at factories. The
EPA has not approved slmilas rules by the AQMD, and stats air quality offcils frown on the.
practice.

Barry R. Wallerstein, exscutive officer of the AQMD, said proposed changes to RECLATM
should help restore contidence and Improve the beormance of the program.

"I don't think we're looking at Humpty Dumpty, he said. "The sorts of chianges we are
proposing vl fix the diffiulties the program has experienced ovar the last year. This is a
Dump in the road, 2 penturbation, and with rule amendments we will b back on the path of
acliieving the design objectives.”
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HEADLINE: SMOG ON THE HORIZON;
ENERGY CRISIS, SUMMER HEAT LIKELY TO BRING FILTHY

BYLINE: Dana Bartholormen, Staff Writer
oD

‘Stmog - the hidden priee of Califoria's energy crisis - wil worsen this summer and Los
‘Angeles likely willrectaim ifs standing 35 the ity with the viorst air in the nation.

air quality officlls said running power plants full time and incraased bss of diesel generators
to keep factories and large businesses operating during blackout periods wil worsen the
smog problem.

I the extra generating plant emissions combine vith an abnormally hot summer, Los Angeles
il licely see its worst i quality in years.

Under thase conditions, peopls "could ses hazler-iooking air and they might see more days
over the health standasds, said Bill Kally, spokesman of the South Coast Ar Quallty
Management bistrick in Dismond Bar.

‘The AQHD predicts Los Angsies could suffer it first Stage I smog alerts since 1998, Such
alerts advise allresidents to avaid rigorous exerclse and for those with heart and lung
diseases to stay Indoors.

*In Gertain places i our ares, particularty east, under certain weather conditions, there could
be @ noticeable impact on pesple,” Kelly sald

‘Blame the state's energy crisi. The Southland's 14 power plants have worked full steam
‘ahead since January to assist the state cnergy crisis. They'va spewed 2,045 tons.of Hitrogen
9xide in thrae months - mare than double the smog-Inducing emissions from the same time
tast year, acoording to preliminary AQMD reports.

Emissions from the region’s 350 smokestack industries are also Up.

This summer may be even worse, clean-air guardians say, 25 pover plants are expected to
fun every turbine to julce the state's beleaguered energy grid. As many s 5,000 factory
diesel generators may also Tumble to [ to countor more than 30 days of axpected
blackous.

here such stationary generators once ran an hor a month for tasting and were limited to
200 hours a year. the air district has extended the IImlt to 500 hours to help alleviate the
energy criss. Poliution from such generators, said AQMD Executive Officer Barry R.
Wailerstin, s 100 times that of 3 power plant.
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How, he said, "

'm 2 liate bit more nervous.”

Critics worry that lax standards for power plants and the lIberal use of the area’s diescl
generators will erode pUBITG health. Nitrogen oxides are blamed for causing lung-sesring
smog. Diesel soot, a carcinogen, i blamed for stunting lung capacity in children.

"LA. sMmog - the relacation of pollution standards because of the energy crisis, Wil have an
effect on publi health, " said Andrea Van Haok, spokeswornan for the American Lung
Association of Los Angeles County. "It is 3 concern of the association because NOX and
particulats matter can trigger astia attacks in people who have asthra.”

‘Weather wil be key.

‘Sunlight and nitrogen oxide mix to make $70g, and though national cimatologists predict &
slight chance of a hotter-than-normal summer that could féad to more sinag, local
meteorologists said the crystal ball i murky.

16 sort of like the stock marker,” sald National Weather Service meteorologist Eric
Hilgendorf, based In Oxnard. ~Current trends are no indication of fture progress,

But the prospect of higher air pollution is a setback to the air district, which appears likely
o stumble short of its 10-year goal to cut Industial amissions in half by 2003 to comply vith
federal clean ai faws.

Vehicles contribute 57 peréent of the 82 tons of smog-inducing emlssions produced in Los
Angeles each day. Industry praduces 13 percent, of which 3 percent was caused by power
plants last summer, according to the AQMD.

Just doubling powes plan waste 1o 6 percent, even with the Installation of catalytic
convesters an most plants befose midsummer, could tip the balanae Into unhealthy air,
regulators say.

"We expect that the powsr plants wil operate even more than they did last suromer with
increased demand from alr conditioners,” said Carol Coy, deputy executive officer of the.
AQMB program to reduice industrial smog. "We ihink they're going fo have to run the
peakers’ (portable generators) tis summer - and they're enormous polluters.”

The agency’s Regional Clear Al Incentives Market, or RECLATM program, was once halled as
a business- iendly model to cut industrial emissions.

8Bu the program has come under attack for reducing emissions only 19 percent In seven
years. The air district secks an additional 40 percent reduction by 2003.

“The system allowsd smokestack Industris such as power plans to buy and sefl smog
*credits." Those that cut emissions could transfer pollution rights t ather companies S smog
targets were gradually reduced.

But erlics say the system allowed many companies to forestall nstalling pollution control
‘eauipment. And when the energy cunch hit last year, povier plants purchased most of the
credits and sent prices soaring.

Page2of3
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Eusinesses paying through the nose for energy are now digging in thelr heeis at being told to
install pricey pollution control systems at the foreffont of 3 possible recession.

“Our take Is that stationary (emissions) sources have always received the brunt of
requlation, said Callfornla Manufacture and Technology Association spokesman Gino BiCaro.
"Maybe we'd bekter go after mabile sousces™ such as cars and trucks.

“The assodiation, vith more than half of its 80D industrial members based In the Los Angeles
area, fas bean quletly pushing for the right to use diesel ganerators as a safeguard against
blackouts.

"But diesel is a dirty word right now," DICaro sald.
dlesel generators can get us through the summer

fobady wants 1o talk about it, These

‘The air disteict board will meet on May 11 to rule on a praposal to take power plants out of
the RECLATM system to lessan the prica of power and pollution credits.

The Los Angeles Department of Water and Power and AES Energy, tWo of the area's top.
energy producers who have paid ruillions to pollute during the energy crisis, would Instead
pay inta a special fund to help reduce smog.

"We're trying to clean up,” said DWP Director of Strateglc Planning Angelina Galiteva, whose
"Green Pawer” practices have nuciged 70,000 Angelenos to conserve energy through such
means as solar power. "We fesl we have 2 hot summer ahead of s and we're doing our part
for conservation ~

Conseruation, everyone agrees, Is the key to keeping the lights on and breathing healthier
a,

"The power plants have us over a barre," said Tim Carmichael, executive director of the.
Clean Air Coalition. "Our lifestylas are 56 energy thirety we're down o two options .. more
power plants and ore pollution, {or) we ok at-our homos and businesses and how to
conserve.”

‘Staff writer Joseph Glordono contribited 1o this report.
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‘Southe California power plants pumped nearly thre times more air pollution than they
were allowed fast year - damaglng cfforts to mact clean-air goals and driving up lectricity
prices for consumers statewide, records and interviews sho.

The South Coast Alr Qualty Managemant District limited powar generators to 2,334 tons of
‘oxides of nitrogen, a mog component known a5 (0. Instead, the power plants emitted
6,000 toris, much of It rom plants in Huntington Beach and Lang Baach.

Mast of the power plants polluted legally by buying NOx credits fror other buslnesses that
already had cleaned up. But the demand for credits mads the credits xpensive and scarce.
In rotal, 16 Southem California power plants spent $1.11 million on pollution credits and paid
431 million i ines when the credits ran out, according to the AQHD.

“The tatal cost to consumers was at least $142 million, and some experts say It might even
have been highar.

‘The monetary casts of Californias power crisis are wel known. Consumer rates have Hsen an
average of 39 percent this year. Lass well known are the costs €0 the environmment s
generators run 40-year-old plants longer and harder to keep the fights on. The excess NOX
pollution fram power plants last year was euivalent to half a million more cars on Los.
Angetes freeways.

Povier companies say more pollution is one of the tradeoffs to avoid blackouts. Regulators
‘and environmentailsts say over-pollution could have been avelded if power comparies had
heeded warnings in past years and added emission controls,

Industry leaders, environmentsllsts and regulators agree the energy criss has stalled the
Regional Clean Air Incentives Market, oncs considered a modsl clean-air program. RECLATM
was intended to let businesses make cost-effective deciions and stifl reduce smog.

Last year it dide't do aither.
“Overall, RECLAIM was an opportunity wasted," sald 3im Caldwell, technical director for John

White Center for Energy Efficiency and Renewable Technolagy, a ronproft Ehink tank in
Sacrarnento. "The theoretical promise of market-based solution Is going 1o be deviled for a
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long time by the failure of ths progran.” Pollution Increased. Southern California genarators,
refinerizs, steel mills and ssphalt plants spent more than $208 million on pollution credits
and fines, 13 times more than the yearly cost of Installing polfution contrals, according ta the
air district,

‘The spike in demand for pollution credits created » speculator's market. Credits that once
traded for pennies sold for as high as $50 2 pound - $100,000 a ton in January.

For some manufacturers it became more profitable to close and sell credits.

Case in point; Cafifornia Steel Industeles, near Fontana, shut down its furnace for sight days.
in December and sold ts remaining credits. Brett Guge, a vice presidant, said the company
calculated it could make mare selling credits than rolling steel

*Certainly these are some extraondinary circumstances that have accurred relativa to the.
electricly crisls,” said Barry Wallersteln, the South Coast air district's executive officer, "It
has had an effect on the RECLATM program that no one could have foreseen,”

A regulators are trying to find a solution, They'll decide next month whather power plants
Should be taken aut of the clean-ais market. The new rules would let them poilute for a
mitlgatian fee of $15,000 a ton - one-sixth the cast of buying pollution credits - but require
them to install conteols as s6on a5 possible,

Environmentalists are skeptical.
"1 our view the more you let these companies off the haok, the greater delay there will be in

installing cantrols," said Gail Ruderman Fewier, senior atkorney for the Natural Resources
Defesise Council. "They ara being allowed to pollue like crazy, and It a huge problem.

Generally the Los Angeles basin's air has Improved since the ate 1970s, when some years
had 200 days of unhealthy air. But improvemants have siowed. In 2998 the basin's smag

‘exceeded federal health standards on 41 days. Last year thers were 40 days, the smallest
Improvement in eight years.

Oxides of ritragen are ane of che top thre poliutants keeping the raglon from meeting
federal alr-quallty regufations. NOX combines with hydrocarbons to form smog, and With
other gases to create particulates that can scar the lungs.

Mast NOx emitted in the Los Angeles basin cores from mobi sources: Cars, trucks, planes,
even schaolbuses. Gas-fired home furnaces are part of the problern, tao. BUE businesses with
atural-gas furnaces or boilers are major polluters Ehat can ba cleaned relatively cost-
effectively, regulators say.

In the early 19905, power plants In Orange, Los Angeles, Riverside and San Barnarding
‘ounties faced rules requiring them o install polfition controls in 1994, With the state In
recession, Southern Calfonia Edison and others complained ths would hert their businass.
‘They asked for 2 more fexible approach.

“The air district complied.
It gove each industrial pollter an NOX allowance that woulg decling each year. Initial
allocations were generous, since the alr disteict didnt want to be accused of curbing
business.

Although other regions have adopted siinllar approaches, the clean-air market was a
aroundbreaking progeam when It was drawn up.
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I the first year, 1994, the pollution allocations were 15,000 tons higher than actual
Smiesions. Credits sold for 25 cents a pound. Pawer plar canceled plans to instal catalytic
scrubbers,

pouar plants delayed installing pollution controls with the full urderstanding that by 1999
the nurber of credis available would equat the emissions, said Mohean Nazer, ar, v
dlsteic compiance officer. 'This was precicted In the annual raports diven aut overy year.”

45 Bower companies began running ofd bolers avertime in 2000, the price of eredits umped
1,000 percent.

AES, which has plants in Huntington Beach, Long Beach and Redondo Beach, had the most
nused gensrator capacly, most of it with 1o pollution controls. When they began g
those generators full time, they were hit hard.

e want to go ges the district back in June, well before we were going o be out of
compliance, and said, ‘There's gonna be a train wreck, what should we do?™ said park
Woodruf, president of AES Southland.

o <omply wauld have required shutting down a large amount of generation. That would
nave triggered rolling blackouts.”

488 iventually emitted 2,553 tons of NOX last year, according to the records, comparad with
2 altocation of 3,023 tons. After running out of cradits, AES paid a record 317 s e

S exeaytives said soime of the blame lfes with Southern California Edison, which sald them
the plants in 1595, But Edison CEO Steve Fronk sakd the utity opeeated thise g bajer
Qnly 20 percent o the time, durlng peak periods, when RECLATM bagan, e hod s shan
eacugh NOX credits to cover thuse plants.”

Rozens of smalier companies from other industries have been caught by the high costs of
T amisafons. Fines are pending againist 3 half-dozem smaller businesees, indluding  faxtile
it and two metal manufacturers.

Ho one knows the cost and impact of the poflution problem. Although the fines and cost of
Sredits amounted to $142 million, Some experts say the cast to cOnSUMErs Might have poen
s high as $1 billon, because of the way the power market workes,

restdent George W. Bush has criicized Califonia's environmental regulations, saying they
fave exacarbated the ensrgy crisi. Regulators find that frustrating, since e gee) of o
clean-air market is to comply with federal standards,

e have been very fiexible," sald Walerstein, the air district chief, “Thers is no conflct
betuween air quality and keeplag the lights on. ... Or maybe 1 shouid say, we've e s ko
miniize the conflc.

Walierstein seid pollution from power plants willlikely exceed the ai
thls year. Next year, and beyond, he belleves, the NOx goals wil bé res.

rict's limit again

T Canaday, the federal Enviranmental Protection Agency enginger who monltors the
Basin's progress, said no one beneilts when power plants must buy tredls at $100,006 a tor,

oy hape ks that e can look back two years from now and say thak was an aromaly, we
esit ith It and now RECLAIM is golng alang fine. It was 1ust & purmp in Eha v 2res not
the environment fafling to piaces,” hé said.




[image: image22.png]- -
SGarch -2 Rosults - "RECLL_1" AND " Distrct” o Page 4 of ¢

(€) 2001, The Orange County Reglster (Santa Ana, Calf.),
Visit the Register on the World Wide Web at hitps //awiv.ccregister corny,
JOURNAL-CODE: 0C

LOAD-DATE: April 2, 2001

Sour: M : Nows Group Fll, Wost Recant 50 Days
Terms: "oclaim® and Pl dstict” (B Sparh)
Viaw Ful

Deteffime: Wednasday, Api 25, 2001 - 11:15 P EDT

PSS | Tema st Conass.

‘AL 2001 EXIG NEKIS G, Al s e




[image: image23.png]Mgearch~ 145 Results - "REC. M" and "pollution” o Page 1 of 3

Soutes: 41 Sauces :Naws : News Group Fle Mot Reoont 80 Dsys @
Teims: “caclaim and pofion” (it Searsn)

Los Angeles Businss Journal Apri 2, 2001

‘Copyright 2001 Informatian Access Company,
2 Thomson Corporation Company;
Ashp
Copyright 2001 C8J, L
Lo Angeles Busingss Journal

Apiil 2, 2001

0. 14, Vol. 23; Pg. 5 ; 1SSN: 0194-2603
1AC-ACCNO: 73091134

LENGTH: 964 words

HEADLINE: power Grisis Prompts Relaxation of Air Quality Rules; Brief Artcle

BYLINE

INE, HOWARD

BoDY:
Regional air quailty offcials, responding to the state's energy crisis, have undertaken
plecemesl rollback of several anvironmental regulations, and that i sparking the ire of local
environmentallsts.

"The distrct has undertaken a relaxation of environmental standards that we don't think Is
necessary, sald Yim Carichael, executive director of the Colition for Clean Alr. =They are
letting poliuters off the hook from previous commitments.”

Among the reguiations being easad are these related to the "Reclaim™ emission credit-
trading program, and rufes on the use of backip generators.

“We are taking a wide range of steps to provide flexibllity for Southern Califoria to rnset its
encrgy needs while at the same time ensuring protection of th enviranment, ' said Barry
Wallerstein, executive officer of the South Coast Alr Quallty Management District.

‘The AQHD decisions come amidst a turbulent poltical backdsop. Gov, Gray Bavis and other
state officials have put considerable pressure on envirarmental aganciss to €252 Up on rulds
‘and procedures so new power goneration can be brought an lina befors the expected summer
power crunch:

Meanwhile, in Washington, President Bush and several members of his administeation have
blamed strict environmental rules for contributing to the currant energy crisis and have
indicated they are unwilling to Impose any additional emisslon standards on power plants.

Enviranmental groups, caught off guard by the rapldly escalating power crisis, have been
slow ko respond to the criticism and thus far have been tnable to stop local, state or federal
offcials from easing p on environmental rules.

‘That was evident at the two most recent monthly meetings of the AQMD's 12-member board
at the agency's Diamond Bar headquarters, where environmentalists protested In vain
‘against the agency’s moves.

Those moves have included:
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* Granting AQMD executive officer Wallersteln the power to walve rulfes governing the ss of
back-up diesel generators, allowing the devices to operate for Up 10 500 hours  year, instead
of 200 hours.

* Exempting power plants from the AQMD's emission credit-trading pragram, known as
Reclaim, which allows operators of industrial plants to buy ¢redits on the open market in liew
of making cestain pollution control investments.

* Experiting the permitting pracess for power plants, putting them shead of other facilities
sesking permits.

# Reducing the pollution mitigation fees that power plants must pay if they are unabla or
‘anilling to instai addional emission control equipment. Ona example: allowing AES Corp.'s
Alamitos power plant in Long Beach to pay an $ 11 million fee to exceed its emlssions cap,
wihile getting the same relief by purchasing credits on the apen market would have cost many
cimes that amount,

# Issuing extra credits for dust, s0ot and other particulate matter, so that pawer plants can
Gontinue emitting suck poliutants Without belng oLt of compliancs.

* Lifting an emissions cap on a Glendale municipal power plant so that it can incraase its
output.

Wallerstein described thess steps as temporary, designed o get the region through the next
Year or two until the power crsis eases.

“Contrary to what some of our critics are saying, we have existing flexibllty under the federal
nd state clean air laws 1o allow us to move forward with clean power,” Wallersteln said, "At
the same time, we are ot altering our long-term air quality goals

Industry rapresentatives have welcomed the AQHD moves.

"The distrct acted quickly and prudently o deal with this situation,” said Robert Wyman, an
attorey with ther downtown faw fis of Latharn & Watking who represents many of the maor
industrial and energy facilties in the Raclaim program, "By bifurcating the Raclatm markat,
the AQD has allowed for power plants to increase their emisslons vithout drying up the
markst for Reclalm credits for other sources In the prograrm.”

Bust environmentalists don't see 1t that way.

"The AQMD s a political entity, and right now, they are responding to panic-driven elected
officizis In Sacramanto,” said the Coalltion for Clean Ai's Carrichael. “Instead of clearing the
way for more power plants, they should be earmarking dollars for conservation and the
Installation of mare eficlent equipmen

Carmichael said the AQMD's decision to exempt power plants from the Reclaim program was
particularly II-timed.

“Last year, prices of Reclaim credits finally rose to the polnt where installing poflution
contral equipmant actually made inancial Senss,” he said. "Then, 26 Soon as that point was
reached, the AQMD goes and pull the plug and the prices go down o that no one slse in the
program has incentive to install contros

‘The AQMD's Reclaim program director, Carol Coy, sald prices for emission reduction credits
did indeed go down after the pover plants were exempled, but they have since gone back up
to levels reached Iast summer. She said an approaching deadline for mesting Reclaim
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targets has left the credits in short supply, defving thelr prices back up.

Carmichzel said that his othar major concern s vath the easing of aperating restrictons on
Back-up diesel generators.

“If they stick to the 500-hours-a-year limit, that's OK. But my fear Is that we're going to have,
businesses saying, 'This is an emergency situatlon,'and that the limit will be extended way
beyond 500 houts. And thos generators are highly poffuting.

Carmichael said he would rather se2 the AQHD and state agendies give tax credits for
nstaifation of energy-saving equipment. "We ought to be spending S 10 In conservation far
every $ 1 we spend bullding new power plants or buying additional generators.

TAC-CREATE-DATE: Apr

16, 2001
LOAD-DATE: Aprl 17, 2001

Soutoe Al Somoes | N : Nows Group File, Most Recant 30 Days €
e and "polon" (E61 Seoic)
View:

ataTims: Wedoseday, Apl 25, 2001 - 1128 PMEDT.

0ot LIS | Toms i Condons.

oy 2001 EXIS NEXIS Gronp, A s sare,




[image: image26.png])
v
8

A CBE CommENT

Prepared by
1 TENAL, CLEAN ATR PROGRAM DIRECTOR

and
RICHARD TOSHIYUKI DRURY, STAFF ATTORNEY

on behalf of
CITIZENS FOR A BETTER ENVIRONMENT

tothe
‘CALIFORNIA AIR RESOURCES BOARD.

on
The Regional Clean Alr Incentives Market = RECLADM

MARCH 2, 19%

CBECOMMENT ¥ 94-006




[image: image27.png]~

CBE Comuwent # 91-006 ARB's Hearing on RE

{Key Concerns —

+ RECLATM s Not Equivalent to he 1991 AQMP
. RECLADM's Alleged Enission Caps' area Myih

- RECUADMs Vastly Over-Allocated snd Getting Worse:

- RECLADM s Not Enforceable

+ RECUADM Will Result s Severe Job Losses

+ RECLADM Wil Deny Attainment of Healthiul Aix

+ RECLADM Impermissibly Feplaces BARCT with Aggregate Reductions
+ RECLAIM s Unwise, Umwarmanted, and Dlegal

Recommendations —

T RECLADM Must Be Reiecied and fhe 1991 AQMP Reinstated on a Revised and
Sufficiently Expeditiovs Schecule to Recover Time Lost on RECLAIM
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Overview
(CHE) —— a non-profit environmental health advocacy

Citizens for a Better Environmest
group st fften-thousand members throughout the state of California — has been

B e the devalapment of the so-called Regional Clean Ale Incenthves Market
e\ sinca s nception. During the past year, CBE produced subistaniel “written
i on e propoced RECLATM rules and environmental assesevent, Inese
O o tnched oo appendices B and . Fusiber, CBE acively paricipated in e
Dubiic heating process assaciated with RECLAIMIs development and encouraged
B P abic 1o spesic out an the program, generating moze (han fue
e Tt o the SCAQGMD Goversing Boaxd in oppositon to RECLAT'S
adoption.

Despite these efforts,
{he public and adopled the prograi presenily
Califoraia Air Resources Board to determine i
requirements of stotelaw.

Despite the cheerleading of your staff, the Facts are clear —

smust be disapproved:

Last October the Goveraing Board tarred a deaf ear 1o the cries of
before you. Now it is up o the
f RECTAIM mepsures up to the

RECLAIM is illegal and.

Specific Comments

Rather then reiferale the arguments seis
address the specific points rajsed i the stz

ed in our prior comments, s document will
5 report dated February 5, 19941

Exccutive Sunmary
The role of the ARD in reviewing RECLAIM is to determine whether the prograin
e e with tate .2 Unfortunately, the tone adopted by ARBsteln the recitive
e i that of advosate, rather than snalyst. Ror examge, the staff sushas (hat
S 1 2 eatershed development in air quality confrol” that “offers an orderly
o for reduomg smisions scross the board:3 At the very least it tenalns o be
ey RECLAIM 5 a wetershed of a waghout. Many ovservers of RECLATLS
S Jopmen, neloding soms early suppertass, have sbandoned the program o being
e amcieldy, and Iatally flaved. Yet the staff repart provides no indicetion
O ponsid ened apposition exists. By adapting such a paizan stence the staff has

-

| pubiic Mesting to Congides Approvat of the South Cast Al Qually Managen
e tbics hagker, February B, 1994, 2t 1. (Herenafler“saff eport™)

ety Code $ 861641, Al subseqent satalory iations refer (0 he Fealth &

1 Digtiers

z Heames:
Satery coce.

2 Semrpenia
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cetiously undermined s credibiity aad called o question the validily of its

conclusions.
staif has salted heir yeport with RUMEIODS msubslantiated claims such s “the mere

P Tiaf has also contributed favorably (o the SKEIe's bucinees climate”?

‘Sxistence of REC
Upon what abjective data is that statement based? Guven that the staff elsewhere refers

R mstamed ceonomic matsise” in the yegion® ¥t 15 hard fo understand the
foctlication fos uch a claim. Rather, it cortes o 43 ye moxe cheerleading from those
i e supposed to be policing the District.

However the staff’s most egregious mistepreseniztion occurt Bt the assertion that
vough thote s idespreat agrecment (hat RECLAN <hootd be fully implemented
e oottt any s s unacceplable '8 Apparently staff missed the public
Hekings on RECEATM where il najarity of spaakers appoced adoption f the progran. Not
e nen il health,or community-bised organization cupported RECLAIM'S
Chestion - not CBE, not the Coslition for Clean Ay ‘ot the Labor/Community
Bty Canter, not the Amrican Lung Assocltion, B0 the Natural Resources
B Council — none of them. Bven enviioninena, ‘organizations that faver
pellution reding in concept uniformly oncanced RECLAIM due o its aumerous
B ettes. Among the induslry gioups testiying st the RECLAIM hearing, the vast
ity opposed the pragram's adoption. Thus on 12 compelled o ask, whose
Spivions compris s “widespread agreement” > “which the staff eport alludes?
e it s o that e foel ha “any isk s unseczplabler <6 1o stotf would suggest,
B et v know that the threat 0 public health posed b RECLATM rencers
S provalof the progrem unconscionable, The sifs ereation of a straw man 1o pOTEaY.
o aell reasomed conceras doss more fo discredit the staff’s analysis than
it weakens our arguinen’s.

RECLAINE i unaccepteble because i als to meet the deat sequitefiets of state lav.
R ropes that s Board il go beyond the wishiul tinking “expressed by your stafi
D e his progrer as iten. 19 are confident hat if i do YO ik join us

g RECLADM.

n reject

Background

AFFECTED FACIUTIES
Fhe stait report misstates the trend associated wilh RECLAIM participation. A8
wdoptes, RECLADM Included 387 facilites after (e District's Governing Board voted o
D e municipe elecic uites). Howwever, contrary 10 e staff’s assertion that

J
[

5 suffrepornatit.

6 suspontatl
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many may voluntarily join the progran”? ¢ nunib officliies 18 patitioning e
e Faring Boar 103 outof RECLAIM. At leastone compiny, Doid ‘Chemical —
D iy an wasophisticated environmental player —hasalicady beor exempted out
o \he progeam. A signicant number of hearings are pending before the Hearing
e Tot for fhe purpose of fotel exennplion s well as allocstion increases s

EVISSTON CAPS
Facility speific “envission caps” are one of the most isleading smyths associated with
B T The simple fact is that under RECLAIM, no facility is cver required to
e i emisstons. Astong as 8 compary i wiling to doquire 1 hecesaty, redits 1t
Tnay continue ils emissions at any tevel — even substantially higher than its initial

allocation.

Wiile the taff report doesn't discuss it
generated from other, nor-RECLADL uaiv

ihe RECLARM rules allow credits 1o be
se sources.? For example, under Rule 1610,
B yeneratod from serepping old cars can be sold 1o RECLAIM faces These
e et questionsble vatug as fhe actual emissions from the scrapped b icle are
e ot RECLATM wil allows them to be converted fnld reat emiseion
e e sord o RECLAIM sources. Thos, for ssample, 2 dlaimed emision
e e Sounds from screpping a car which in fact might haye never beeh
et ough lo emit fhat amount, will be absolutely converted into 100 pounds of

e ot i the NOx mriet. Such bckdoor credifsfusther erode the aBlity

PERECLAIM to clezn the nation's dirtiest zir. -

COMPLIANCE PROTOCOLS — ANY LEvTT ANy TBE?

The staf report blihely overstates the aility of the District o deternine compliance
T oy csining that " any It s exceeded at any e, the faclty o 1y
s RECLARM pesnit 10 Whiletechnieally orrect, the question i whother
e could sctally maxe such a determination.  The DITICL 4o previously
e AR wafl 1 1 sresdy woefully inadequate in s 2biity 1o enforce 19

7 aff egortatd.
ottt wriing, o Jast 10 compinies vl b seking hesings doving he firt v erks of
e seh RECLAIM supporiers o5 Texaco, UINOCAL, and Mobil.

O oooe tafsfused o consides mable surc credils 5 8 Tachdor” sourcs o7 RECLAR
e o aogs e o for N cresite i mable souses wascorsidered probiiialy S e
e onignores i sl hat vany s wilb scrpped for e VOC crehs (o8-
B mphance with Rale 142 apd e NOx rdit il eme slong o e

Morch alone. ncluded in

1 sureponats

1 e Dasptiv
Indigalons o the Enforsgenent
Cetfornis Ab Resources Board,July 1992

£ Kew Data

1 Pyapsess: Resuls af Fild Inpecsion Studics and Anohis
53

R et Caas A Cusity Magagemen' Disict 1959-3
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wsting (and presumably well understood) rules, Recent BHaict staff Jayofis bave
g e enforcemeat abiliis. To suggest that RECLAIM will sommetion be more
B e 16 wisniul thinking a¢ best. This Board should dermand & more aritical

amalysis from ARB staff.

SELECTIVE [LLUSTRATIONS

fho st sepont provides two figores that ere Inended 1o give fhe impreesion (g
T itonme as well s the rules that it [s epiacing. CBE contends ihif fe
R P i ar misleading as they leave out the intrvening yeuss of 1975
et ing to CBI's calculations, RECLAIM il senually ailow for greater

e vions in each of those years than wouid the 1991 AQMP.12

Staff Evabuation

EQUIVALENGY

on of the st2ff, RECLAIM is not equivalent {0 the 1991 AQMP (the
mded swhes AB 1054 was 2dopted. Indeed, even ARB staff
Cirens with tis ssserton. [ s leter to the Districtdated fune 10 1993, Mike Schefble
e eevied coracty thst "RECLAIM i e affctive then the 1991 AOMY for
Chery year belore 2003, end sy be less effecive than carcent rues, RECLARM reduces
e i slowar pece than the rate contained In the AQUE! ™ e gocs
N s “RECLAIM delays the fnal compliance dales, by an sverage of ssyry
e, for NOw reductions at sousces eubject o xules 1109, 11101, 11102, 1134, 2nd
e rotiag that hese rules would require full compliznce by Dacember 31 1595.
e Meccocding to the Scheible letter, electric utlities also “have @ relaxed

compliance date, of to to three years”
tile the Distict mede a minor modifcation to RECLADM' rate of eduucion betripen
ised fo the public when

562 and 2000, the progrem stiltl2gs behind the reductions prom:
ot AQMD wias adoptad, Under AB 1054 the program is therefore llegal and.

cannot be zpproved by tais Roard

Conrary to the zsseri
Tlan) as that term was in

[
S, oo Comgpentson Reisd RECLAIM et and Envizoamentol Asgsamept, Septembec
s s e et s Appendix CJ Seels discusson of eqveleacy, bl

MM Allocation and Trading Rules;” Jetter fram Mike Schettle,
S AQMD saf,Tane 10, 19933t 3. (ereinatter “Scheble letiar”

1 “Seggered Reviions to RECL
ARBsaf, 1o o Lent nd Pt Leyden
L stnchod hareto 2 Appendit A)

[
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LAINs emissions exceed the 1991 AQME

s can be seen in Figure 1 webich follorss, RE
for every year of the program excepl 2003.1%

e ]

Ry

Bostaser necLM Fasl

FlouRE 1. RECLAR'S EXCESS EMISSIONS

Distict staff has attempled to define away their provlems with equivalency oy
DS ing downt the mpact of the Plan thet ths Board approved:  Such sophistic
eiehr of nand ignores the cesr coumand of AB 1054 that 3 progrers Tike RECLAIM
g o aivalont or greater emission reductions “compared vilth surrerd
okl requiafions ind futucs i qualty messures (hat wold atherese
O doptad a8 sar of he isicls lu for iainment. ¢ Neithes he Disuiet por the
e ermtied 10 redsfine, o pos fcko and wilhaut benefit of publie commuery the
A D eat tne an would hav impleimenied abseat the elfort expended upon
e e asvelopment, Ratner, the progesm most be eraluated againat those
R tnat vere in the Plan a5 condifionzly approved by this Board. Ageingt suci s
e L AT cearly fa e cquivalency requisement of tote Lo and therefore
cannot be approved:

[P

35 1vme g ane iusisios RECLAI s st emision s of e Qb adopien 0o, S8
I heetons for 199 heve crased by mave 5% for¢7le oo comparih, (s
e lready untanati usion €16 worse. Sce Tobl L e eston e over-alocation, Eelow.

1 39D mphasis 000
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QVER-ALLOCATIONS
Compounding the equivalency problem s he ssue of over-allocaton of RECLAIM
e in 1995 The staff report acknowledges this concern whe It concodes
e s alloration cleulation “produces totsl llocations for NOX and 5011
ot cvteed the qumive lovcs actuslly emitied by RECUATM failies n 1254 o6
e eod this ver-allacetion amows t0 16% for he NOX ket sccordivg (o

the staffxeport1®

oo st vepor glosses v tis give-away by suggesting that RECLAIM “provides or
T ety of complience it esbished AQMP trgels CBE b ot e ed,
B evinly given the. present Disrict tendency 10 allow ever greater Sarid
B iset s acteblished s comprtarized “pulltin board systent” that
it 0 péruse RECLARW cuptent lloctone, Based on CBES anayce of

e  foveniosded from this official Distrct source on February 26, 1950 NOx
e o o the faclities that comprise “eycle onc’” have increased mare thar 5%
e e pisticts Governing Board approved the progeem in October! The datais

sumarized in the following teble:

[roma Alosations (on} | Allocation ngreases — Ogtobet fo Febrush

r coment | Ociober | TolalTons» Oiober  Tonisiday % incresse

19720 18751 968.98 26547 5.17%
JPBLE 1. MEGLAINS OVER-ALLOGATION BXPANSION.

ution will be added fo South Coast skies due to
Since adoption, For the most part these increases
without benefit of public comment. Yet it is the
< poison that the District has vnilzterally decreed

Nearly 1,000 tons of additional poth
recallacations that have laken place
oécurred without pudlic scrutiny and
public thet il be forced to breathe (i
permissible.

Frther 2 the ever-mounting wae of requsts for Hearing Boerd varianes 1orks s
ay thiough the systom, the ovar-allocztion prolem cen only gat werse = #215
company is appealing to have their allocations reduced

Thus even at the outset, RECLAIM s a program out of control, 20d the anly wezy fo
rotac he publics healt s o pullthe plug beforeizaparatle hennis done.

-

T Suttregertat.

18 This agmission makes it even narder o fothom U
cuggest ot KECLAIM ouperorrs he AQMT-

W sutrreponati0

astrations i thé salf sepost that somehors
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“eould result in & near-tenm minor delay in eniission
T e one from RECLAIM facilifes, relalive 1o what might have beer reatized if
i rulos were implementad on their established compliznce sehedules 20 That
g should effectively ond lhe discussion of ths progeas, 6 115 2 concession
S legality under AB 1054,

rad by this foiting and Instead asserts that “this effect Is
o the first fovs years of the program, and will be offset
'od vnder RECLAIM.” The staf¢'s assertion is paiently
B S tares seasons. Firs,the magnitude of he over-allocation problem 15 gieass
lse Tonft acknowladges end 35 continuing to grow. Second, e excess eisoN

e o aier BECLALM, compared 1o the pproved 1991 AQME, contine fer hery
N ihe prograrm watl 2003. Funlly, no “aifst” can fake place since by definition,

S g Pramat procuce greater reductions than the SQMP given thas 1S 2003
oncipeint i defined to be denical o tre AQMP. Thus RECLAR s off alloving

o than what acually look plage in the Bisin during either 1991 o 195%
T i fhe 1991 AGMEP foresch and everyyoar of he progrun except he sk
e discrepncy lteraty vl sllow millions of pouads of additional peluton nto e
T toaan i ba nhaled by he people who hve in this region —and mary of
ot sk, ane some of e il die: There i o publc ber)h ustfesion for
gy and s Board st find it legal unusise, and unacceplate

Tl staff concedes that RECLAM

Staff, however, is undeter:
semporaty, will not persist beyor
by the greater reductions achier

ENFORCEMENT & MONITORING
Contrary o the staffs sssestions, CBE believes RECELAIM fails to provics comparable

O e monitoring, s iLis legal. The saff report concedas that ihe use of
e actors for calculafing emissions from smaller sources is not desirable; indeed,
o o aherent errors bullt into such estimations, the enforceability of the

programis greatly reduced 2
o amrse, one approsch that wauld have greatly improved the enforceability of the
Srogeem weuld have ben to Jimit s scope to only Uhose Jeclites lorge enough to
B e of cantimoous emission monitors (CEMs). Tht suggestion was made
by CBE an others to the District Gaverning Bosrd but it wes refected.

I Night of the Disteit’s demonsteated inetilty to adequately enforce e existing rules
O entifiec by ARD siaf, this Board would be wise i taking steps {0 limit

o RECLAIM reporting universe. The simplest and most effective
§ RECLAIM eniirely. Short of that,

taspre
the complexlty of th
approach,of course, would be for his Soxrd to ejec

S

® w
B i sepor a2 5 4 on Draft ZECLAIM Rules and Envirogmental

e, GO
Asscsiment Juok 35, 1993 54 6-5. (Atached hercto s Appendix B
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scope of e program fo those faclities

BE would urge the Board to narrow the
NO e SOx.

amitting move than 100 tons per year of ether

JosToss

o5 saieves hat RECLATM will accleate ob logses i the Basin, and contends ot 8
 impte medharion: fo preventing such usses hag e repestedly ignored by the
Dienit Accordingly RECLADM isllegal under AB 1054

aase the sttt sepost inds that RECLARM il notsesit i greatet o Josees (o
e e e ondr the exting rules, o assaion overlooks < fundbnentsy
e ahohe pogiar— RECLARM pays margoial companic 1 60 00 oF Dusiness. By
P ol pastcpating comparis with credits 2t the start of the Program — before any.
o tve made for moritorng equipment — 2 parginel compery 1 1N
B e and caleont, or sk sveund, 1y 1o master &9 extencly
e guiatory avens, anl py for the xequited monitring sculpmers. This
O det  porietl cenies for marginal comparis Lo st hr deors and
e the Basin, aking theit jobs with them
The staf report sccepts the Distrier's calouhtions rogarding projocted Job Fpacts
T aesty sddressing his soue. Two simple sicps cod Ravebeen el (6
et ouch posig ffects, bt both were sejcted. Fist, the 622 o e RECLADL
B o veea been imited to feciies with emissions greater har 100 1015 FEX
e e hdis are unlikaly 10 be motivated by the.costs of complisece vih
B e ney saumied by 7 complicoied regulstory scheme. Second,
L rcii shotld be conficated by the Disricr, ot leas Tor cradls (et vare
e Mooaied for hee (s opposed t0 credis a faciity had purchseed), OURELTEe
s g e Basin av ghven » poluion windll) couriesy of the DIswict 2

losses induced by RECLADM it would

f the District were serious about preventing ob
e bo of shoka sugggstions. Ifs ilre o do €0 underscores FECL ALY

“airy Titio ecret” — e program is expected to provids chezp credits to polluters by
Sloing them to cashvin on companies thal go out of business. Such & dependence is
iogal under AB 1054 and should fot be allowed:

PROGRESS TOWARD ATTAINMENT

Under state Jeis, RECLARS may ot in sny manner ey, postpons of oferis it
e e mplience whih- the Celifornia Clean A3 Act (CCAD 2 Tne seff
B sostoncshat he Plan epproved by i Bossd n October of 1992 mat e Flar's
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COMMENT LETTER 3

Communities for a Better Environment

April 27, 2001

3-1
The commentator states that the SCAQMD failed to modify the project to address the grave concerns raised in CBE’s 2/23/01 letter to the SCAQMD commenting on the Initial Study for the proposed project
.  It is assumed that this comment refers to CBE’s request invoke the penalty provision in Rule 2015(b)(6).  As noted in the SCAQMD’s response, the White Paper examining the causes of the RTC price increases did not find that program compliance or enforcement aspects had any causal role in the RTC price increases.  Instead, it was the confluence of RECLAIM emissions matching allocations; together with the unanticipated increased demand for RTCs in the power industry that caused the price increases.  As a result, the proposed project is designed to address the underlying reasons why the RTC price increases occurred.  Through the recent efforts that went into developing the RECLAIM White Paper, SCAQMD staff identified likely causes that led to such high demand and prices for RTCs.  The proposed amendments to the RECLAIM program are designed to reduce the demand for RTCs by affected facilities and stabilize RTC prices.

The SCAQMD has not summarily dismissed CBE’s concerns as mere opinion.  All concerns that the SCAQMD could address without being speculative were addressed.  For example, based on the comments received on the Initial Study, the Draft EA considered the potential for both localized and regional impacts from the influx of additional MSERCs and ASCs into the RECLAIM market.  The Draft EA also analyzed whether or not the proposed project would cause or contribute to an exceedance of the ambient air quality standards and the potential for delays in achieving the RECLAIM program endpoint.

The commentator asserts that the SCAQMD dismisses CBE’s assertion that the RECLAIM program has failed and, to support this assertion, refers to “A sampling of newspaper articles” contained in Exhibit A.  The SCAQMD acknowledges that there are problems with the RECLAIM program.  Indeed, this is the reason for moving forward with the proposed amendments.  To simply say the program has failed, however, does not take into consideration a host of complex factors that have converged simultaneously to create many of these unanticipated problems.  The main factor that has contributed to the current problems with the RECLAIM program are related to the current and ongoing energy crisis in California, which is itself a complex issue.  Until the problems associated with California’s energy crisis surfaced, the RECLAIM program was on track with regard to reducing NOx emissions from affected sources as demonstrated by the findings made by the SCAQMD’s Governing Board at the October 20, 2000, Public Hearing.  The SCAQMD’s Governing Board made the following findings concerning the RECLAIM program pursuant to Health and Safety Code §39616(e):

a.
The 1991 Air Quality Management Plan (AQMP) was designed to achieve its targeted emissions reductions by 2010.  RECLAIM was designed to reduce collective emissions from the sources subject to the program to the same endpoint mass emissions they would have achieved through implementation of the control measures in the 1991 AQMP by 2003.  RECLAIM emissions have been below the emissions allocations each year since the beginning of the program.  Thus, RECLAIM is on track to achieve equivalent emissions reductions as would have resulted from continued implementation of the subsumed rules and control measures [§39616(c)(1)].

b.
Adequate control technology and opportunities for further emissions reductions have been shown to exist for RECLAIM participants to collectively achieve their emissions goals for 2003 [§39616(c)(1)].  [This assumes that there are no constraints on obtaining control equipment and installation could occur immediately.]

c.
The main costs of complying with RECLAIM are monitoring, reporting, and recordkeeping (MRR) costs; equipment and installation costs; and administrative costs. These cost factors under RECLAIM have continued to stay below those costs projected at the time of adoption. Current projections of the cost to install the necessary controls to achieve compliance with 2003 allocations are below the projections made at the time RECLAIM was adopted [§39616(c)(1)].

d.
Continuous emissions monitoring systems (CEMS) are the most accurate and reliable equipment for real time monitoring of emissions. RECLAIM requires the use of mass CEMS on all major sources, which represent the vast majority of RECLAIM emissions.  The subsumed rules and control measures required the use of far fewer CEMS, and most of those measured emissions concentration rather than mass. RECLAIM also includes detailed monitoring requirements for non-major sources and requires electronic reporting of emissions on a daily, monthly, or quarterly basis depending on the emission potential of the source.  The inspection and enforcement program under RECLAIM is more structured and regular than under the subsumed rules and control measures.  Overall, RECLAIM’s MRR and enforcement requirements are more rigorous and provide more accurate and complete data than the corresponding requirements of the subsumed rules and control measures [§39616(c)(2)].

e.
RECLAIM has successfully promoted, and even required, privatization of compliance and the availability of electronic data.  For example, periodic third-party source tests are required for large NOx sources, relative accuracy source tests are required for CEMS, and RECLAIM includes daily, monthly, and quarterly electronic emissions reporting. Furthermore, SCAQMD is committed to amending RECLAIM’s MRR requirements to allow the use of electronic alternatives to strip chart recorders. The proposed rule amendment is currently targeted for March 2001 [§39616(c)(5)].

f.
RECLAIM provides for trading of emissions reductions from a variety of non-RECLAIM sources, including Emission Reduction Credits (ERC), and emission credits generated pursuant to Regulation XVI - Mobile Source Offset Programs or pursuant to Rule 2506 - Area Source Credits for NOx and SOx. Additionally, it may become possible to generate emission credits for use in RECLAIM through the Air Quality Investment Program (Rule 2501) and/or the Intercredit Trading Program (currently under development) [§40440.1].

g.
Per capita exposure to ozone in the South Coast Air Basin met the target reductions specified for year 2000 in Health and Safety Code §40920(c) several years ahead of schedule. Additionally, RECLAIM is still on target to achieve the same emissions reductions as was projected to result from implementation of the subsumed rules and control measures.  RECLAIM's reductions are also more certain than the projected reductions from the subsumed rules and control measures. Thus, RECLAIM is not delaying attainment with state ambient air quality standards [§39616(c)(6)].

The above accomplishments of the RECLAIM program demonstrate that the program has achieved numerous beneficial air quality objectives.  The SCAQMD disagrees with claims that RECLAIM does not reduce emissions as predicted, since emissions have been less than RECLAIM allocations through Compliance Year 1999.  Nevertheless, amendments are needed to assure progress continues.

3-2
The commentator implies in comment #3-2 that the because of an initial oversupply of credits there has been no economic incentive to install pollution control equipment, implying that the program has not produced air quality benefits.  As indicated in response to comment #3-1, RECLAIM emissions have been below the emissions allocations each year since the beginning of the program.  Further, per capita exposure to ozone in the South Coast Air Basin met the target reductions specified for year 2000 in Health and Safety Code §40920(c) several years ahead of schedule.  

In spite of the above, there are a number of issues currently associated with the existing RECLAIM program, which the commentator believes is evidence of a failed program.  The proposed amendments to the RECLAIM program are in response to a number of factors.  The convergence of several factors resulted in a higher demand for NOx RTCs for the 1999 compliance year.  These factors include a reduction of annual allocations to the point where allocations and emissions are roughly equal, restructuring of the electric utility industry resulting in change of ownership of ten local power plants, creation of an open market for sale of electricity, and electricity shortages during summer 2000 resulting in the need to generate more electricity than anticipated.  The proposed project is, therefore, an effort to stabilize the price and availability of RTCs, while requiring, at a minimum, BARCT on power generating equipment.

Finally, with regard to “massive noncompliance” this is simply not true.  Historically, from 1994 to 1999, compliance rates were high and overall emissions were less than allocations (see also the response #3-1(d)).  

With regard to the 1994 CBE report included as Exhibit B, this information is not relevant to the environmental analysis of the proposed project.

3-3
The commentator agrees that higher power generation rates over the past year have “resulted in an unexpected pull on the market”  The commentator then trivializes this effect by stating that the recent spike in credit prices is the result of affected facilities not installing pollution control equipment, “including a few power plants.”  

As part of the findings made by the Governing Board at the October 20, 2000 Public Hearing, the staff noted that adequate control technology and opportunities for further emissions reductions have been shown to exist for RECLAIM participants to collectively achieve their emissions goals for 2003, assuming there are no constraints on obtaining control equipment and installation could occur immediately.  However, the fact remains that power-producing facilities have been emitting at substantially higher than historical rates due to the limited availability of electricity generation capacity in California.  In many cases power generating facilities have been required to operate continuously at high rates by Cal-ISO and subsequently by the State Water Resources Agency.  It is a direct function of the power generating facilities operating at higher than historical levels, thus emitting more than would otherwise be the case, and their attempt to comply with their annual allocations that have resulted in the power-generating facilities exerting a disproportionate effect on the availability and price of RTCs by buying up most, if not all, available RTCs.  Even under command and control rules, specifically SCAQMD Rules 1135 and 1134, power-generating facilities would be exceeding the emission limitations specified in these rules to continue to supply electricity to the state grid in response to the Governor’s Executive Order.  

To address the main source of the problem of high RTC prices and low availability created by the increased need for power-generating facilities to operate at higher than historical levels, modifications to the RECLAIM program are being proposed that contain the following components.  The power generating facilities are being removed from the RECLAIM trading market.  This will serve to increase RTC availability to the overall trading market, thus contributing to reducing RTC prices.  Further, the proposed project includes a temporary infusion of surplus and enforceable mobile and area source credits that would be dedicated to the RECLAIM program.  This will also serve to reduce RTC prices, while providing emission reduction benefits as stated in the Draft EA.  The proposed project would prohibit power plants from purchasing and using RTCs to reconcile emissions for any quarter starting January 1, 2001, unless the RTC was acquired prior to January 12, 2001.  Further, the proposed amendments require all electricity generating equipment, except peaking turbines, to achieve BARCT levels by January 1, 2003, and all peaking turbines must achieve BARCT levels as early as feasible, but no later than January 1, 2004.  Finally, the proposed project requires non-power generating facilities greater than 50 tons per year to submit compliance plans demonstrating how they intend to comply with future allocations.  Therefore, the proposed amendments adequately address the commentator’s concern that non-power producing RECLAIM facilities will delay installing controls.  They must submit compliance plans showing the controls they will use to meet allocations.  

3-4
The commentator states that “CBE holds to all of its initial comments, as submitted in response to the District’s Initial Study...”  Since the commentator has provided little additional factual information, the SCAQMD’s responses to CBE’s 2/23/01 and 3/05/01 comment letters remain valid.

3-5
As indicated in the Draft EA, project alternatives to the proposed project were developed by modifying major components of the proposed rules or proposed amendments currently under consideration.  Modifying various components of the propose project is the standard approach the SCAQMD takes when developing alternatives for all SCAQMD projects that require an alternatives analysis and provides a consistent method of identifying a range of reasonable alternatives as required pursuant to CEQA Guidelines §15126.6(a).

Although Rule 2015(b)(6) specifically refers to an evaluation and review of compliance and enforcement aspects of the RECLAIM program, this provision was not the original trigger for the proposed project
.  In addition to responding to the energy crisis in California and its affects on the price and availability or RTCs, the proposed project implements Rule 2015(d)(1), which requires the Executive Officer to propose to the Governing Board to amend the RECLAIM program to address any specific program problems.  As indicated in Chapter 2, the primary program problems being addressed by the proposed project are the high prices and low availability of RTCs.  Existing enforcement mechanisms in the RECLAIM program do not address these problems and, therefore, were not evaluated.  In fact, the SCAQMD is adequately enforcing RECLAIM, as evidenced by the record-breaking fines of $14 million and $17 million assessed on power producing facilities violating RECLAIM.  Recent problems in RECLAIM have been caused by power producing facilities paying astronomical prices to avoid violations.  This problem is not addressed by more strict enforcement.

It is unclear why the commentator believes that the effects of the pilot NOx credit generating rules are irreversible.  Further, the commentator states that infusing the RECLAIM trading market with additional RTCs contradicts the SCAQMD’s objective of reducing RTC prices in the near-term.  It is assumed here that the commentator believes that the proposed project contradicts the objectives of the proposed project because of the potential for low RTC prices in the long term.

First, as already noted in response to comment #1-7 of CBE’s 3/05/01 comment letter, the ability of stationary sources to use RTCs (including those generated from mobile or area sources) for regulatory compliance is already set forth in the provisions of Regulation XX.  Since the proposed NOx credit generating rules do not alter a stationary source’s ability to use credits as a means of compliance with RECLAIM, the proposed project would not alter the existing setting relative to this issue and, thus, would not be considered an impact under CEQA.  The use of MSERCs in the RECLAIM credit market is an inherent part of the program.  However, the proposed MSERC rules do contain time limits on their use to assure that credits remain surplus.  Also, since the greatest need for MSERCs is to offset unavoidable emissions increases from power producing facilities and to provide credits for new RECLAIM facilities that are already at BACT, these credits will not cause significant delays in installing controls.

It is not anticipated that the proposed pilot NOx generating rules will have long-term effects on the program or cause RTC prices to remain low in the long term for the following reasons.  The proposed NOx credit generating rules contain sunset provisions that prohibit credit generation applications after January 1, 2004.  By 2003, the proposed NOx credit generating rules then require evaluations every two years to evaluate performance.  Under Proposed Rule 1631, no evaluation year is specified.  It has been determined that for this source category that NOx emission reductions will no longer be considered surplus after June 30, 2005 due to implementation of Control Measure M13 – Marine Vessels in the 1997 Air Quality Management Plan (AQMP) and therefore no credits will be issued.  Surplus emission reductions post 2005 may be credited towards the SIP which includes Control Measure M13.

3-6
The commentator states here that there are no limits on the number of credits that can be generated by existing and proposed credit generating rules.  As a result, the RECLAIM trading market will be “flooded with credits,” continues to provide no incentives for installing pollution controls and is “environmentally irresponsible.”

Existing credit generation rules do not contain provisions limiting the number of credits that can be generated, but do contain a sunset provision that prohibit credit generation applications by January 1, 2004.  Additionally, there are other practical considerations that limit the number of credits generated in general and by these rules in particular for the following reasons.

a.
Federal law requires that credits used to comply with air pollution control rules must be surplus and enforceable.  Because most stationary sources in the district are subject to a prohibitory rule in Regulation IV or a source specific rule in Regulation XI, there are limited opportunities to generate surplus emission reductions.

b.
Credit generation rules are voluntary and depend on market conditions.  Because market conditions vary and the cost of generating credits is typically relative high, it is often not cost effective to spend the money to generate credits if there is no guarantee that the investment will be recouped.

The SCAQMD disagrees with the commentator’s opinion that allowing credits into the RECLAIM market from the proposed pilot NOx generating rules is “environmentally irresponsible” for the following reasons.  During the development of proposed Rule 1612.1, the SCAQMD worked closely with CARB, U.S. EPA, and the environmental and business communities.  The effort of these parties was to ensure that, as required by federal law, the proposed credit generating rules provide real, enforceable emission reductions in excess, or surplus, to emission reductions required by existing rules and regulations or assumed or relied upon in the SIP.  The following highlights some key elements of Rule 1612.1 that will largely be included in the currently proposed NOx credit generating rules, to ensure that emission reductions are enforceable:

i.
Requires credit generators to submit an application, which is an enforceable document, prior to receiving credits.  

ii.
Contingent on credit generation and issuance, requires credit generator to demonstrate proof of delivery of the new replacement vehicle or equipment and proof of transfer of ownership of the replaced vehicle or equipment.

iii.
Requires a written certification or signed declaration that the replaced vehicle or equipment has not and will not be operated in the district.

iv.
Requires maintenance of quarterly records of the activity level for the project.

v.
Establishes penalty requirements for the generator and user, to ensure no shortfall in emission reductions will occur.

The currently proposed pilot NOx credit generating rules contain similar provisions to those in Rule 1612.1 that will ensure that NOx credits are surplus and enforceable (see points i. through v. above).  In addition, the proposed credit generating rules contain an environmental benefit provision.  The analysis of potential environmental impacts in the environmental assessment does not take credit for the fact that the proposed NOx credit generating rules will also provide localized reductions of diesel emissions components other than NOx including PM10 and toxic air contaminant reduction benefits.  The proposed NOx credit generating rules include program evaluations regarding their effectiveness and potential impacts (credits generated pursuant to PR 1631 would no longer be issued after July 2005).  Finally, the proposed NOx credit generating rules contain sunset provisions that prohibit credit generation applications after January 1, 2004.  For these reasons the proposed pilot NOx credit generating rules provide real air quality benefits that serve to further the SCAQMD’s progress in attaining and maintaining the ozone and PM10.

Additionally, the pilot credit generation programs are in many instances not cheaper than stationary source controls and, further, allow for only a few years of credit generation opportunities.  Based on the above considerations, it is not expected that the RECLAIM market will be “flooded with credits” (see Table 4-9 and Appendix E).  Finally, the commentator’s opinion that the proposed project provides no incentive for installing pollution controls is not consistent with the BARCT requirements for power generating facilities contained in proposed Rule 2009 (refer to response to comment #3-3).  

The commentator states that since ASCs generated by PR 2507 are from unpermitted sources the “aggregate emissions from theses sources is a mystery.”  The commentator further explains that aggregate emissions from these sources is a mystery because the SCAQMD does not know how many pollution credits may be generated from reductions at these sources.  The commentator is referred to the methodology for estimating credits from this source included in Appendix E.  The methodology includes the total number of sources in the district as well as an estimate of the annual participation rate.  The commentator is also referred to proposed Rule 2507(f), which contains a precise area source credit generation calculation methodology that takes into consideration the following: baseline emission factor for the agricultural pump in grams per brake horsepower-hour; horsepower of the existing diesel engine; horsepower of the replacement electric motor; load factor of the existing diesel engine, load factor of the replacement electric motor, and activity level.  See also response to comment #3-15.  Finally, the “environmental benefit” factor in the proposed credit rules is designed to address any remaining technical uncertainty.  

3-7
The commentator again expresses the opinion that the proposed project will infuse the RECLAIM trading market with “a potentially infinite number of credits.”  As explained in response to comment #3-6, such a scenario is not anticipated.  The commentator, therefore, is referred to the response to comment #3-6.

3-8
The commentator repeats the previous assertions that the proposed project will flood the RECLAIM trading market with credits, thus, creating no incentive to install pollution control equipment.  With regard to the infusion of NOx credits into the RECLAIM trading market, the commentator is referred to the response to comment #3-6.  With regard to installing air pollution control equipment, the commentator is referred to the response to comment #3-3.

3-9
The commentator asserts that the inclusion of MSERCs and ASCs into the RECLAIM program violates Health & Safety Code §39616(c), which requires the SCAQMD to find that an economic incentive program will result in equivalent emissions reductions as would have occurred under command and control regulations.  On its face, there is nothing in this statue that precludes including emission reductions from mobile and area sources in the calculation of equivalent emission reductions.  Such reductions would, of course, need to be surplus, enforceable, and quantifiable.  SCAQMD staff has worked closely with CARB and U.S. EPA to assure that MSERCs and ASCs meet these requirements.  Moreover, in interpreting any statute, such as §39616(c), it is necessary to harmonize the statutory provisions with other statutes dealing with the same subject matter.  Health & Safety Code §40440.1 specifically states that an economic “incentive program adopted pursuant to Section 29616” shall allow for trading among different sources, including mobile, area, and stationary sources.  (§40440.1(a).)  Therefore, Health & Safety Code §39616 cannot reasonably be interpreted as prohibiting the use of MSERCs and ASCs as part of the program equivalency.  The commentator is also referred to Chapter 5 of the Staff Report for the proposed amendments to the RECLAIM program.

3-10
State and federal law allows stationary sources to use mobile source credits.  The RECLAIM program, including Rule 2008, was approved by CARB and EPA as complying with all state and federal laws including the Clean Air Act (CAA).  The SCAQMD’s authority in state law to achieve emission reductions across a spectrum of sources, “including mobile, area, and stationary, which are within the district’s jurisdiction,” provides for a market-based emissions trading program.  

The federal CAA does not prohibit the use of mobile source credits for offsetting under New Source Review.  The commentator misinterprets the language of §173(a)(1)(A), which does not specify that all offsets must be from stationary sources.  Moreover, §173(a)(1)(A) does not require that each individual trade or permit gets offsets from another stationary source to demonstrate that a net reduction occurs, rather the evaluation is programmatic.  The SCAQMD has demonstrated that RECLAIM, with all of its provisions, meets the requirements of the CAA.

Further, U.S. EPA has recently released its final guidance on Economic Incentive Programs (EIP).  This guidance was developed pursuant to the CAA and recognizes the use of the CAA compliant programs such as RECLAIM in meeting attainment goals.  The program may be used in both attainment and nonattainment areas and may include mobile, stationary, or area sources, and credits may also be used for New Source Review offsetting.

3-11
The commentator asserts that the Mitigation Fee Program for power plants and the AQIP violate the requirement for program equivalency as set forth in Health & Safety Code section 39616(c).  Under the proposed rule, the AQIP may only be used if it is pre-funded, i.e., the credits are already available in the AQIP reserve before they are used.  Therefore, the AQIP does not present any risk of delay in obtaining equivalent emission reductions.

The commentator’s concern regarding the Mitigation Fee Program is that, in the event the program is not able to procure reductions that are equivalent to exceedances, the District will deduct the exceedance from future year allocations two years after the exceedance.  It should be noted that with or without the proposed amendments, the power plants will exceed their year 2001 allocations, since the governor’s Executive Order has required air districts to remove any limits on the hours of operation for power plants.  Under the existing RECLAIM rule, such emissions would need to be made up one year after the exceedances; under the proposed amendments, they could be made up in the second year. Therefore, the only effect of the proposed amendments would be to delay the requirement to make up for these exceedances for one year (one-quarter of the exceedance may be carried over for an additional year if 75 percent of the exceedance has already been mitigated
).  At the same time, another part of the proposed amended program actually reduces the likelihood that there will be any unmitigated exceedances that need to be made up in future years.  This is because real, enforceable, and surplus MSERCs and ASCs will be made available to mitigate a large share of these year 2001 exceedances.

Although the CEQA analysis used a conservative approach to estimating how may credits would be available from these programs, more recent estimates in the staff report make it more likely that any exceedances will be fully mitigated, without requiring future year deductions.  However, even assuming there are some exceedances that will need to be deducted from future years, the fact that this deduction may occur at a later time than under the existing rule does not mean the program is no longer equivalent.  Essentially, the amended program will result in a smaller amount of unmitigated emission, but will allow the initially unmitigated emissions that do need to be “made up” through deductions to be made up at a later date.  The statute does not preclude this from occurring.  The District anticipates that actually emissions will meet the RECLAIM allocation for the milestone year of 2003 as well as the PM10 attainment year of 2006.  Therefore, the equivalency provisions of state law.  Nevertheless, the Draft EA does make a determination that the potential delay may result in significant adverse environmental impacts and the Governing Board will therefore, be required to make the appropriate CEQA findings to justify adopting the project despite any identifiable significant adverse impacts.

3-12
The definition of BARCT requires the SCAQMD to first consider the best control technology available for the specific type of equipment being evaluated.  However, much of the power generating equipment in the district were built over fifty years ago and there may be many technical restrictions in an attempt to retrofit these units with the current control technologies.  The rule will allow the SCAQMD to take into account the technical feasibility and cost-effectiveness of various control options.  This methodology is consistent with the approach the SCAQMD uses to evaluate BACT for minor sources.  The staff report further clarifies the procedure that will be used by the SCAQMD to make BARCT determinations for electric generating equipment.  It clearly states that the SCAQMD will consider the emission limits recommended by CARB as well as the emission rates specify in SCAQMD Rule 1134 - Emissions of Oxides of Nitrogen from Stationary Gas Turbines, and SCAQMD Rule 1135 - Emissions of Oxides of Nitrogen from Electric Power Generating System.

3-13
In keeping with the objectives of minimizing emissions from power generation, the proposed project would require facility operators to incorporate in the compliance plan a method to operate less polluting power generation units (NOx-emitting generating equipment) over dirtier units under common ownership.  This provision would only apply to facilities with a total generating capacity greater than 250 megawatts.  The operation method of electric generating units would list all power generating units, including turbines as peaking units, that emit NOx within a power producing facility under different groups of priority based on the emission level per net megawatt hour of electric generation.  The priority grouping would cross facility boundaries if more than one power producing facility is under common ownership.  Operators would be required to operate all units within the first priority group at all facilities under common ownership to the maximum extent feasible prior to operating any units in the next priority group.  The commentator is referred to the Staff Report for the proposed amendments to RECLAIM for a more detailed discussion of this issue.

3-14
The SCAQMD strongly disagrees with the opinions expressed in the first paragraph of the memorandum from Julia May to Suma Preesapati dated 4/27/01.  First, it is asserted that the project description is not complete.  There is a complete and comprehension description of the proposed project including amendments and new rules to the RECLAIM program as well as the proposed pilot NOx credit generating rules.  Further, the full text of the proposed amended rules and proposed new rules were included in Appendix A of the Draft EA.  With regard to the potential increased emissions, the commentator is referred to the response to #3-16.  With regard to the alternatives analysis, the commentator is referred to the response to comment #3-17.

With regard to credit use, the SCAQMD understands that CBE is fundamentally opposed to the use of mobile source credits to comply with annual allocations.  However, as previously explained in the response to comment #1-2 to CBE’s 3/05/01 comment letter, use of mobile source credits has been an inherent component of the RECLAIM program since its adoption in October 1993.  This component of the program is not affected by the proposed project.

The proposed pilot credit generation rules are voluntary and it is difficult to identify the potential generators and users of the emission credits.  For the proposed rules that affect marine vessels, PR 1631 and PR 1632, the location of the generation projects will occur either within district waters, which are defined in the proposed rules to be within 25 miles from shore, or in or around the ports and harbors within district boundaries.  Regarding PR 1633 and PR 2507, the location of the projects is unknown as they may occur at distribution centers and agricultural areas throughout the district. 

The table presented in the commentator’s letter generally identifies the geographical area where credits may be generated and used.  Credit use depicted in the table is a partial list of where credits may potentially be used.  Credits may be used through the RECLAIM Reserve, which is limited to select RECLAIM facilities or purchased directly as an MSERC by any RECLAIM facility.  Although general geographic areas can be identified in some cases for credit generation, such as credits for marine vessels, it is speculative to assume the geographical location of where that specific credit will be used since credits can potentially be used by all RECLAIM facilities.  However, the analysis in the Draft EA demonstrated that there will not be significant adverse localized impacts.  In addition, although specific users are not known at this time, harbor areas have been known to have high diesel toxic exposures due to the activities surrounding areas.  Reductions in diesel exposures are beneficial to the adjacent residents.

Finally, for emission reductions that are used through the RECLAIM Reserve, the SCAQMD will conduct an annual program review to assess the amount, type, and location of credits that are generated and used.  Information from the program review will be based on actual credit generation and use data.  This information will be incorporated in the annual RECLAIM report and will be presented to the Governing Board.  Through this process, the SCAQMD will continue to work with environmental representatives and other stakeholders to assess potential issues that may occur from credit generation and use.  

3-15
Through the rule development process for PR 1631, PR 1632, PR 1633 and PR 2507, SCAQMD staff has been working with CARB and U.S. EPA to ensure that these proposed credit generation rules meet state and federal requirements.  Each of the proposed rules has been carefully developed to ensure that emission reductions are real, quantifiable and surplus.

The commentator expresses the unsupported opinion that, “There will definitely be errors in each of these [credit generation] calculations,” as if it were fact to support the assertion that credits from the proposed pilot NOx credit generating programs are not real or surplus.  Regarding quantifiable emission reductions, each individual proposed rule specifies an emissions quantification equation to accurately calculate the amount of emission reductions that will be generated through implementation of the credit generation project.  The SCAQMD disagrees with the commentator that the proposed credit generation rules include “errors in all calculations and measurements of emissions.”  In general, MSERCs are quantified based on the difference between the baseline and optional emission factors, multiplied by the actual activity level of the project.  The baseline emission factors have been developed consistent with the 1997 AQMP, established U.S. EPA emission factors, or current rules and regulations, to ensure emission reductions are surplus.  The optional emission factor accounts for the new equipment or the displacement of diesel emissions through the use of electric power.  

Under PR 1631, repowering captive marine vessel engines, the baseline and optional emission factors are based on emissions testing and engine certifications.  For both the baseline and optional emission factors the proposed rule specifies emissions testing protocols that must be used to test or certify emission factors.  For the baseline emission factor, the emissions testing protocol is either ISO 8178-E3 or CARB approved in-situ source testing referenced in Diesel Marine Vessel Emissions Testing Protocol, Santa Barbara County Air Pollution Control District, July 1999.  For certifying new engines, the credit generator must use manufacturer’s test data based on the federal test protocol referenced in 40 CFR Part 94 – Control of Emissions of Air Pollution from New Marine Compression-Ignition Engines at or Above 37 kW.  These protocols are designed to quantify the amount of emissions from the existing and new engines in an environmentally protective manner.  Where there is uncertainty or a range of values, the most conservative factors are selected to meet the real, surplus, and quantifiable criteria for credit generation.

Where emissions testing or certifications are not required for a baseline or optional emission factor, the proposed rules include a default emission factor that is conservative and inherently addresses the technical uncertainty.  For example, the default baseline emission factors used to quantify the amount of NOx emissions from diesel auxiliary engines that are displaced from a marine fuel cell substation are consistent with the International Maritime Organization (IMO) standards for new engines.  The actual NOx emissions from these auxiliary engines are expected to be higher than the default baseline emission factors.  Moreover, each credit rule includes an environmental benefit factor that helps assure there will be no adverse impacts from any technical uncertainties.

The proposed credit generation rules are pilot programs, where applications must be submitted on or before January 1, 2004.  Thus, by design, these proposed rules will limit the amount of credits that can be generated.  The Draft EA includes the methodology and assumptions used to estimate the potential credit generation for each of the proposed credit generation rules.  In general, the total number of potential sources is from the AQMP inventory, and the amount of participation is based on annual turnover for the individual source category, the potential accelerated turnover anticipated through implementation of the proposed rules, and cost-effectiveness of the proposed projects.  

3-16
The commentator states that the proposed project will increase the use of electricity from replacing diesel engines with electric motors.  Regardless of the potential for increased emissions from power-generating facilities, this will have no effect on the conclusion regarding air quality impacts for the following reason.  The primary purpose of the proposed project is to address the increased operation of power-generating facilities to address the current energy crisis in California.  Specifically, as indicated in response to comment #3-3, some of the objectives of the proposed project is to reduce the cost and increase the availability of RTCs, while minimizing potential NOx emission reduction shortfalls.  As indicated in the alternatives analysis in Chapter 5 of the Draft EA, the proposed project reduces projected NOx emission reduction shortfalls to a greater extent than does the existing RECLAIM program.  Since there would be the same potential increase in NOx emissions under both the existing RECLAIM program and the proposed project, this does not affect the conclusions regarding air quality.

The commentator states further that credits generated by the proposed pilot NOx credit generating rules will be used by the power-generating facilities instead of directly reducing emissions at these facilities.  As already noted in response to comment #3-3, the proposed project requires all electricity generating equipment, except peaking turbines, to achieve BARCT levels by January 1, 2003, and all peaking turbines must achieve BARCT levels as early as is feasible, but no later than January 1, 2004.  While unavoidable excess emissions may be offset by MSERCs and ASCs, these credits cannot be used to delay controls, which are being required as early as feasible.  Consequently, the discussion about “a strange feedback loop” is incorrect.

With regard to the possibility that there could be an increase in the use of diesel generators to provide back-up power, this is not an effect of the proposed project, but is occurring as a result of the existing energy crisis in California as acknowledged by the commentator’s remark that “some office buildings are applying for permits to use diesel-powered generators for back-up power...”  To the extent that the proposed project allows power-generating facilities to operate at higher than existing levels, consistent with the Governor’s Executive Order, with concurrent emission reductions obtained by requiring powering generating facilities to install BARCT and reductions obtained from the Mitigation Fee Program, the proposed project is expected to reduce the demand for installation of back-up diesel-powered generators and the associated emissions.  

Any increase in electricity demand resulting from credit rules was identified as insignificant.  Further, since these credits are largely to be used to offset power producing facilities emissions, any increased emissions from these facilities will be less than the emissions due to replacing diesel engines.

3-17
As indicated in response to comment #3-5, the Draft EA included a range of reasonable alternatives as required pursuant to CEQA Guidelines §15126.6(a).  The SCAQMD appreciates the recommendations for potential project alternatives, but CBE had an opportunity to provide recommendations for potential project alternatives earlier in the process, in the comment letter (3/05/01) on the Initial Study for example, but did not.  Had this occurred, the SCAQMD could have incorporated the recommendations in total, incorporated portions of the recommendations, or explained why the recommendations were rejected (CEQA Guidelines §15126.6(c)).

With regard to an alternative requiring phasing out diesel engines instead of the proposed pilot NOx credit generating programs, the SCAQMD does not have jurisdictional authority over many of these sources.  The SCAQMD is precluded from regulating marine vessels and other off-road engines and can only regulate fleet vehicles in the on-road sector.  The SCAQMD has already adopted a rule requiring low-sulfur diesel.  The SCAQMD is not necessarily precluded from establishing voluntary programs to generate emission reductions from these sources, however.

With regard to requiring electrification of truck/trailer refrigeration units, many of these types of vehicles conduct their business outside of the district and even outside of California.  As a result, the SCAQMD may not have jurisdictional authority over these vehicles.  The SCAQMD’s authority is limited to fleets operating substantially in the district.

With regard to requiring phasing out diesel agricultural pumps and requiring electric motors, this is not considered to be a feasible alternative because many agricultural pumps are located in remote areas that may not be served by the electricity infrastructure.  This is typically this reason they use diesel generators in the first place.  Phasing out diesel agricultural pumps would leave some users with no alternative for pumping water for irrigation.  The use of solar power for agricultural pumps has not been demonstrated.  Staff would be interested in any information regarding this application of solar technology.

With regard to mobile sources in general, the SCAQMD has limited authority to regulate fleets with 15 or more vehicles pursuant to Health and Safety Code §§40919 and 40447.5.  Based on this authority, the SCAQMD has promulgated a number of fleet vehicle rules that essentially phase out the use of diesel in public and some private fleets, with the most recent rule related to school buses, SCAQMD Rule 1195, adopted in April, 2001.  The SCAQMD continues to investigate opportunities to further regulate these sources.  Such alternatives, however, do nothing to achieve the main objectives of the proposed project which include reducing the cost and increasing the supply of RTCs until such time as the RECLAIM trading market is stabilized.

The commentator also suggests that an alternative be analyzed in which additional power plant construction is limited to actual needs for generation.  Such an alternative is considered infeasible for a number of reasons.  First, determining the need for power plant construction is outside the expertise of the SCAQMD.  Further, the Health and Safety Code, which codifies the SCAQMD’s jurisdictional authority under state law, does not provide the SCAQMD any authority over approval or siting of power generating facilities.  Finally, as the commentator acknowledges, “All precepts of deregulation are now being re-evaluated and are in flux.”  Consequently, even if the SCAQMD had the authority and expertise to determine electricity needs in the district, the existing situation is so volatile that it would be very difficult to predict with any degree accuracy what the ultimate electricity need in the district would be.  It should also be noted that equipment at new power plants will be at BACT which is cleaner than existing equipment at BARCT.  To the extent new units are constructed and replace older units, greater air quality benefits can be achieved.

3-18
The commentator asserts the Mitigation Fee portion of the proposed project is a pay to pollute program and “is the least documented part of the project.”  The Mitigation Fee implements in part the Governor’s Executive Order.  Further, potential impacts of this program were evaluated in the Draft EA.  It was assumed for the analysis that emission reductions obtained by the SCAQMD using Mitigation Fee monies would be generated using the protocols established in the proposed pilot NOx credit generating rules and Rule 1612.1.  The protocols are as set forth in the proposed credit rules, and account for any technical uncertainty within the protocols as well as the environmental benefit factor.  These assumptions are incorporated into the analysis of potential adverse environmental impacts in the Draft EA.  
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� CBE provided comments on the Draft EA for PR 1612.1 – Mobile Source Credit Generation Pilot Program (letter dated 2/23/01).  Because the stated objective of PR 1612.1 was to adopt a protocol to generate MSERCs for use in RECLAIM, most of the comments in that letter were in reference to the proposed modification to the RECLAIM program.  CBE also submitted a comment letter on the NOP/Initial Study for the proposed amendments to RECLAIM and the four other proposed MSERC/ASC rules (letter dated 3/05/01).  The SCAQMD assumes that the commentator is referring to the 3/05/01 comment letter.


� The Rule 2015(b)(6) requirement to evaluate and review the compliance and enforcement aspects of the RECLAIM program has subsequently been triggered by the Annual RECLAIM Audit Report for the 1999 Compliance Year received by the SCAQMD Governing Board at its March 16, 2001, Public Hearing.


� The proposed project was modified after the release of the Draft EA to allow one-quarter of the exceedance to be carried over for an additional year if 75 percent of the exceedance has already been mitigated (the ability to delay deductions through the Mitigation Fee Program would still sunset after Compliance Year 2003).  Staff has reviewed the proposed modification and has determined that it is within the scope of the alternatives analysis and does not result in a significant adverse impact not previously identified nor make a previously identified significant impact substantially worse.
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