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ee Bear Valley

[ ] A .
e e o e Electric Service

* s s s e A Division of Golden State Water Company

December 17, 2007

Mr. James Koizumi

South Coast Air Quality Management District
c/o CEQA

21865 Copley Drive

Diamond Bar, CA 91765-4182

Subject: Comments on Draft Environmental Assessment for Proposed Amended
Rule 1110.2 ~ Emissions from Gaseous- and Liquid-Fueled Internal
Combustion Engines (ICEs)

Dear Mr. Koizumi:

Bear Valley Electric Service (BVES) herewith submits its comments on the South
Coast Air Quality Management District’s (SCAQMD) Draft Environmental
Assessment (EA) on Proposed Amended Rule (PAR) 1110.2. This letter supplements
BVES’ written comments to Mr. Marty Kay dated September 20, 2007, which are
attached and herein incorporated by reference. 11
Comments on Draft EA for PAR 1110.2

BVES has two primary comments regarding the Draft EA and associated PAR 1110.2.

The first is that the SCAQMD proposes to impose major and costly new requirements

on facilities, including BVES’ Bear Valley Power Plant {BVPP), that do not fall within

the scope of the SCAQMD’s stated Objective of the PAR 1110.2. The second is that —
the PAR requirements for additional CEMS equipment and inspections, monitoring

and reporting activities will impose significant costs on BVES’ small customer base 1-2
and service area, and will have adverse socio-economic effects on an already strained

local economy.

Before we further discuss our two primary comments, BVES requests that the
SCAQMD staff and Board review and address BVES’ previously submitted (attached)
comments on the PAR 1110.2. The attached letter describes BVES’ Bear Valley
Power Plant (BVPP) state-of-the-art design, emissions monitoring and controls, and 1-3
emissions limits as set forth in the May 2007 Permits to Operate (PTOs for Facility ID

No. 129033). BVES requests that the staff and Board consider that the PAR 1110.2

would add duplicative and costly equipment, systems and procedures that are already

in place for the BVPP as specified through the BVPP PTOs. —

P.O. Box 1547, 42020 Garstin Drive, Big Bear Lake, California 82315
Tel: (909) 866-4678 Fax: (909) 866-5056
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In addition to the above, the BVPP PTO emissions limits (NOx 7.3 ppm, CO 36 ppm,
and VOC 11 ppm) are significantly more stringent than the PAR 1110.2 limits (NOx
11 ppm, CO 250 ppm and VOC 30 ppm). The SCAQMD-certified NOx CEMS
system actively monitors emissions, BVES’ operators check CO emissions frequently,
the PTOs specify quarterly assessments and documentation of CO concentrations, and
BVES voluntarily replaced older design air/fuel (A/F) ratio controllers with state of the
art A/F ratio controllers. The SCAQMD PTO conditions, BVPP operator inspections
and monitoring, and new A/F ratio controllers represent significant costs for operating
this relatively small (8.4 MW) electrical generating plant that is used for meeting peak
system loads, emergency power supply during Southern California Edison Company 1-4
(SCE) transmission system outages of the radial lines supplying the high elevation
service area, BVES’ own distribution system outages, and overall voltage support
during SCE system-wide peaking conditions.

BVES requests that the SCAQMD recognize that adding more layers of equipment and
monitoring through the PAR 1110.2 will not substantially contribute to BVES’ or the
SCAQMD’s mutual goals of ensuring compliance, but it will have substantial adverse
impacts on BVES’ small customer base due to the high capital and operating costs to
comply with the PAR 1110.2 requirements that are redundant to the BVPP PTOs.

PAR 1110.2 Stated Objective Is Not Applicable to the BVPP —
Page 2-2 of the Draft EA identifies the following as the Objective of the PAR 1110.2:

1. To implement facility modernization to achieve NOx emissions
equivalent to BACT;

2. To achieve further VOC and CO emissions reductions based on the
cleanest available technologies;

3. To increase engine compliance through improved monitoring,
recordkeeping, and reporting;

4. To implement SB 1298 distributed generation emissions standards for 1-5
new electrical generating engines; and,

5. To address issues identified by the Environmental Protection Agency so
that 1110.2 can be approved for incorporation into the State
Implementation Plan.

The requirements of the PAR 1110.2 should not apply to the BVPP because the BVPP
already has equipment, systems, permit conditions, and monitoring, recordkeeping,

and reporting procedures that meet or exceed those identified as the Objective of the
PAR:

1. The NOx emissions limits specified in the BVPP PTOs are already
much lower than SCAQMD-identified BACT for NOx;
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The BVPP includes the cleanest available technology for controlling

VOC and CO emissions, and the BVPP VOC and CO emissions limits

are already much lower than the PAR 1110.2 limits;

The SCAQMD’s recently issued PTOs for the BVPP include
monitoring, recordkeeping and reporting requirements that are
comparable to the PAR 1110.2,; except for the new PAR CO CEMS
requirement, the PAR would impose duplicative requirements for the
BVPP and even CO monitoring and recordkeeping are already required
through the PTOs;

. The BVPP is an existing facility that does not fall under SB 1298; and,
5. The BVPP PTOs already address the EPA issues except for the

frequency of source testing, which the EPA recommends at every two
years.

The BVPP is a newly constructed facility that overall utilizes the latest in power plant
design and equipment. Considering the above point-by-point comparison to the PAR,
it is clear that the BVPP already substantively complies with the Objective of the PAR,
except for the increased frequency of source testing.

PAR 1110.2 Will Have Adverse Socio-Economic Impacts on BVES Customers

The capital and operational costs of the additional, duplicative requirements of PAR
1110.2 to BVES® service area will be substantial. The addition of CO CEMS,
duplicative monitoring, recordkeepirfe, and reporting on operations, and increased
frequency and amount of source testing for the BVPP will have considerable initial
and recurring cost impacts on BVES customer rates. The attached letter to Mr. Kay
describes the anticipated costs just for the equipment installation of CO CEMS, which
when combined with the costs of the other duplicative testing, monitoring,
recordkeeping, and reporting provisions of the PAR, will cumulatively add to the
socio-economic strain on the struggling economy in the Big Bear Valley. Increased
electricity costs to the Big Bear area customers will adversely impact both seasonal
and permanent residents, affordable housing, the cost of other public and private
services in the Big Bear Valley, and cumulatively and negatively contribute to an
already struggling community. As a result, BVES requests that the SCAQMD address
the cumulative adverse impacts that would result to BVES’ service area.

Request for BVPP Exemption from New Requirements Under PAR 1110.2

The BVPP is operated to provide emergency and peaking power supplies that cannot
otherwise be met due to the operation and capacity limitations on SCE transmission
lines serving the BVES area. The BVPP profile does not match SCAQMD staff’s
emphasis on electrical generation facilities that are mainly used for economic dispatch.

BVES therefore requests that the SCAQMD staff and Board exempt the BVPP from
PAR 1110.2 because it already complies with the Objective, intent and substance of
PAR 1110.2 and because of its non-economic basis for operations. To help ensure

continued future compliance, BVES is willing to increase the frequency of its source

1-5
(cont..

1-6

1-7
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testing for NOx, CO and VOCs from the current three-year interval to every two years.
This commitment could be instituted through some administrative action, or through

the Board’s decision-making on the PAR. 1-7
We appreciate your consideration of the above comments and look forward to your (cont.)
response. We also look forward to the staff’s and Board’s responses to BVES’ request
for exemption from PAR 1110.2. —

Sincerely,

Nt D Lo

Tracey L. Drabant
Energy Resource Manager

Attachment (Letter to M. Kay dated September 20, 2007)

cc: Marty Kay, South Coast Air Quality Management District
Ken Markling, Bear Valley Electric Service
Emil Schultz, Schulco LLC
Dave Zamorano, Cornerstone Energy Services, Inc.
Rick Lind, EN2 Resources, Inc.
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1-8
(cont.)

1-9
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1-10

1-11

1-12
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1-12
(cont.)

1-13

1-14

1-15
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1-16

1-17

1-18

1-1S

1-2C
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Responses to Comment Letter #1
Bear Valley Electric Service
December 18, 2007

Response 1-1

SCAQMD staff strongly disagrees with the opinionpeessed by the commenter that the
requirements of PAR 1110.2 do not fall within tlee of the SCAQMD'’s stated Objective of
PAR 1110.2 for the following reasons:

First, the commenter incorrectly states later i@ tomment letter that the objectives of PAR
1110.2 are not applicable to the commenter. Thestent of objectives does apply to the
objectives of the proposed project, in this cas&®FRA10.2, not individual facilities that may be
subject to PAR 1110.2. If the equipment operatethb commenter already complies with PAR
1110.2, then no further equipment modificationsreeeessary.

PAR 1110.2 partially implements 2007 AQMP Controleddure MSC-01 - Facility
Modernization, which requires facilities not paigietting in the NOx Regional CLean Air
Incentives Market (RECLAIM) Program to retrofit mplace existing equipment at the end of a
predetermined life span to achieve NOx emissionsvatent to BACT. PAR 1110.2 would
require affected facility operators to meet exgtBACT standards for non-NOx RECLAIM
facilities. In order to meet BACT standards sorhéhe existing ICEs would need to retrofit or
replace existing equipment. In addition to aclmgviNOx emission reductions, one of the
objectives of PAR 1110.2 is to achieve further V@@ CO emission reductions for new and
existing engines based on the cleanest availatimtdogies.

PAR 1110.2 would also increase engine complianceough improved monitoring,
recordkeeping and reporting. The additional momty recordkeeping and reporting
requirements are expected to eliminate the exaesssmns found during unannounced source
testing completed by SCAQMD enforcement staff. iiddal CEMS, source testing and
inspection and monitoring (I&M) would ensure thatgses are operating correctly and
emissions are below PAR 1110.2 requirements.

PAR 1110.2 would partially implement SB 1298 dlstited generation emission standards for
new electrical generating engines. The originaffgproposal would have required affected
engines to comply with CARB’s distributed generatstandards that, as of January 1, 2007,
applied to equipment that does not require locstridt permits. The CARB standards are based
on the emissions from large new central generaiatjons with BACT. Since large and small
electrical generators are already required to rieste standards, the proposed standards would
simply extend the same requirements to ICEs thqtime SCAQMD permits. Based on
comments submitted by the Engine Manufacturers éason, staff raised the proposed limits,
in Ibs/MW-hr, from 0.10 to 0.20 for CO and from B.® 0.10 for VOC. Therefore, one of the
objectives was modified from implementing SB 128&artially implementing SB 1298.

Finally, a major objective of PAR 1110.2 is to agklr and correct issues identified by EPA
relative to the existing version of Rule 1110.2itscan be approved for incorporation into the
SIP. EPA had five concerns with:
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Lack of an 1&M plan similar to CARB’ RACT/BARCT damnent. PAR 1110.2 includes
and 1&M plan.

EPA requested that source testing every two yeai® 60 hours instead of every three
years. PAR 1110.2 includes source testing eveoyysars.

Source testing at peak load as well as at underalyguty cycles.

A removal, or further justification, of the exenmis for engines at ski resorts, the far eastern
portion of Riverside County, and San Clemente tklan

Therefore, the objectives of PAR 1110.2 clearljedfthe scope and requirements of PAR
1110.2. Even though all objectives and requiresyen&y not apply to Bear Valley Electric
Service (BVES), they not preclude the need for ofaeilities to meet these objectives and
requirements to ensure attainment of criteria pafits in the SCAB.

Response 1-2

Economic factors direct or indirect are not consdein the Draft or Final Environmental
Assessment unless they cause adverse environmematts. CEQA Guidelines §815131(a)
states that “economic or social effects of a ptogball not be treated as significant effects an th
environment. An EIR may trace a chain of cause @ifekct from a proposed decision on a
project through anticipated economic or social gesnresulting from the project to physical
changes caused in turn by economic or social clsangehe focus of the analysis shall be on the
physical changes.” CEQA Guidelines 815131(b) sté¢eonomic or social effects of a project
may be used to determine the significance of theiphl changes cause by the project.” CEQA
Guidelines 815131(c) states that “economic, so@at] particularly housing factors shall be
considered by public agencies together with teatgiodl and environmental factors in deciding
whether change in a project are feasible to reducavoid the significant effects on the
environment identified in the EIR. CEQA statut&2$100 and 21151 also state that significant
effects are limited to physical conditions. Noegir or indirect economic or social effects that
could cause physical impacts to the environmeneweentified as a result of implementing
PAR 1110.2.

Permit data indicates that BVES would need to lhsgeven CO analyzers to its internal
combustion engines in 2010, resulting in an averageual compliance cost of $16,359,
assuming a ten-year equipment life. It would madur other costs. Therefore, the impact is
minimal. Also, see Response 1-6.

Response 1-3
Specific comments have been identified in the atteent to BVES’ letter and responses have
been prepared.

BVES operates seven rich-burn, 1,695-bhp engiresatte currently required by Rule 1110.2 to
have a CEMS for NOx. Prior to 1997, Rule 1110sbakquired a CO monitor for such engines.
Because SCAQMD testing has found that 28 percentlfburn engines tested are in violation
of CO emission limits, SCAQMD has proposed to reites the requirements for continuous
monitoring of CO, in addition to NOx, for large engs. BVES’ permits only require a quarterly
test for CO, which is not as effective in ensuraagnpliance as continuous monitoring. BVES’
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currently permitted CO emission limit is 36 ppm, igfhis much more stringent than the
proposed 250 ppm emission limit in Rule 1110.2es8suring compliance with this lower limit
through continuous monitoring is much more critical

Response 1-4

Since BVES already has a NOx CEMS, the cost of rapdi CO monitor to the system is
relatively small. BVES can pass on the costs sociistomers. Further, BVES’ equipment
already complies with emission limits in PAR 1110sdb no additional emission control

equipment will be required. As a result no furtkest will be incurred to purchase, install or
maintain emission control equipment. BVES did matvide any specific analysis to show there
are “...substantial adverse impacts on BVES’ smafit@mer base...” However, SCAQMD

staff believes that when the compliance cost isréimsal over the life of the equipment, the
impacts to the ratepayers should be minimal.

Response 1-5

The emissions limits specified in the BVES perntidsoperate are already lower than the
emission limits of PAR 1110.2. As a result, equgomat the BVES facility already meet most
of the objectives of PAR 1110.2 except for the ewled compliance through improved
monitoring, recordkeeping, and reporting. See Besp 1-3.

Response 1-6

BVES states that PAR 1110.2 requirements wouldesme electricity cost to customers, which
would adversely impact seasonal and permanentergsidaffordable housing, the cost of other
public and private services and cumulatively andatigely contribute to an already struggling
community. BVES did not provide sufficient infortran on the expected costs incurred to be
able to evaluate the assertions that PAR 1110.2dnamversely affect the economy of Big Bear
Valley.

Please see the Response 1-2. Data on total eigctgenerated by BVES is not publicly
available so it is not possible to calculate theitamhal rate impact from compliance costs
associated with the proposed amendments. Howgixan that Bear Valley Electric Service
(BVES) serves about 17,500 residential customers 2/®00 commercial, industrial, and
government customers, the impact of the $16,35%a@ncost, assuming a ten-year equipment
life, on its customers is not expected to be sigaitt.

Response 1-7

Please see Response 1-3, which explains why imgr@&@ monitoring is necessary. BVES
offers to source test every two years. BVES igaaly required by Rule 218 to test at least
annually for NOx CEMS certification. PAR 1110.2Imadd CO to that requirement. If the
engines are used primarily for “emergency and pepgbwer”, they may not have to source test
annually for VOC. PAR 1110.2 requires testing gvevo years or 8,760 hours, whichever
occurs first. If the engines operate less tharD2@iurs between source tests, the VOC test can
be once every three years. SCAQMD rules do noicajyly exempt individual facilities.
Generally, rules apply to specified equipment aithe board as a measure of fairness and to
enhance inspectors’ abilities to enforce rule rezyuents for similar types of equipment.
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Response 1-8

The September 20, 2007 fax from BVES was submtitietie SCAQMD prior to the release of
the Draft EA on October 30, 2007; therefore, doasaontain comments on the environmental
analysis in the draft EA. Instead, the commentghis letter focus only on PAR 1110.2
provisions. In spite of this, specific commentyéndeen identified and responses prepared for
each comment. See previous responses 1-1, 1-and-4-7.

Response 1-9

There is a sound technical basis for having diffe@O monitoring requirements for lean-burn
engines. Because of the high levels of exceswi#irlean-burn engines, they inherently have
much lower and more stable CO emissions than nich-engines. AQMD testing confirmed

this. With regard to rich-burn engines, see Respdn3.

Response 1-10
Rule 218 already requires CEMS reports within 3@sda# the end of the six-month period.

Response 1-11

Giving public agencies an additional year to compiyh the CEMS requirements actually
addresses BVES’ concern about the availability &MS contractors by stretching out the
process over a three-year period, instead of ayeeo-period. BVES is not a public agency and
can move faster than a public agency. With regarfinancing and hiring contractors, public
agencies are typically required to go through Iepgequest for proposal processes, which can
add substantial time to the contractor selectiahlarnng process.

Response 1-12

Pursuant to (f)(1)(D)(x) of the PAR, BVES will nbe subject to the Inspection and Monitoring
(I&M) plan requirements of the PAR because BVESI wdve NOx and CO CEMS. BVES
should apply for a change of permit conditionseimove the parameter monitoring and quarterly
CO testing on the current permit once the CO moistadded to the current CEMS.

Response 1-13
See previous responses 1-1, 1-3 and 1-4. Withrdetgacost impacts, see Responses 1-2 and
1-6.

Response 1-14
Those exceptions to Rule 218 are intended onlgrwaller engines under 1,000 bhp that will be
required to install a new CEMS. BVES’ NOx CEMSealdy complies with Rule 218 as is.

Response 1-15

Both CARB and EPA require source testing at leastyetwo years, but they have consented to
the 2,000-hour exception. The source testing faqu provision is a hecessary requirement for
approval by EPA to incorporate the rule into thé.Slincorporating a rule into the SIP is
necessary to allow SCAQMD to take credit for ap@ted emission reductions and for required
attainment demonstration.

Response 1-16
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BVES is exempt from 1&M plan requirements, but gleaee previous responses 1-1, 1-3 and
1-4 regarding the need for continuous CO monitoring

Response 1-17

Subparagraph (f)(1)(F) does not apply to BVES’ aegi New electrical generating engines that
are subject to this provision will be required twstall electric meters in order to be able to
determine emissions in pounds per megawatt-houelexdtricity produced. As a result, the
requested changes are not appropriate.

Response 1-18

BVES will not be required to have portable analyizaming because it will not be subject to
I&M plan requirements. Other facilities subjectth@ portable analyzer training would have up
to ten months after the adoption of PAR 1110.2aim@lete the training, since that is when &M
plans are to be implemented.

Response 1-19

SCAQMD has revised the PAR 1110.2 reporting requémets substantially. Rule 430, however,
currently requires breakdowns to be reported witiie hour. If an operator doesn’t know the
exact cause of non-compliance or expected timeepairs within one hour, the operator does
not have to include this information in the breakdaeport. For excess emissions detected by a
CEMS that are not caused by a breakdown, Rule @dr@rdly requires a report within 24 hours
or the next working day. Other problems may berea quarterly.

Response 1-20
SCAQMD understands that BVES supports the curreapigsal in paragraph (h)(10).

Response 1-21

BVES will not be subject to the portable analyzestpcol requirements because it will have a
NOx and CO CEMS. The forms attached to the protbewe been on SCAQMD’s website
since November 2007.

Response 1-22
See previous responses 1-1, 1-3 and 1-4.

Response 1-23
See previous responses 1-7 and 1-15.

Response 1-24

Improved monitoring, testing and reporting in th&RPwill improve engine compliance, reduce
emissions, and benefit the customers of BVES, dt ageall residents within the SCAQMD
jurisdiction. Also, see Responses 1-2 and 1-6rdagg costs to do business.
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