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C ITIES FOR A
VEA E-MAIT. EACSIMILE AND 1,8, MATL Beiries ( :
April 27, 2001 o ENVIRDNMENT :’

Mr, Jonathsn Nadler fefs CEQA)
21865 E. Copley Drive

Diigmond Bar, CA 91765-4182 ] )
Fax: (S09)395-3324 l
Email: jpedlen@iagmd goy : o . i
Re:  CBHE Comments on Draft Environmenal Assesament (Oraft EA) for Paoposed New and

Aspended Rutes, Regulation XX — Regional Cleag A1 Fncsntives Market (RECLATV

Digpy M, Wadler,

& lgerodueton

Communities for a Better Environment (“CBE") i2 2 non-profit envirogmental justica
organization ecrmnined $o eovizonmertal lsanes fmpacting low.incoma commyni
California, Wit over 20,000 members in the state, ORE hag been involved in
snvirommental justice movement for over a decads.

camments oo the District™s CEQA Inftial smudy on February 23, 2001, Wot cnly has the Distret
fedied to modify the project 1o address the srave eoncema raised in that letter, the Disteiet bas
edded ingalt o infury by summarily dismissing our congerns:as mere “opinfon™ fhat “is comteary !
1o the fyets” Drafi EA, Appendix C, page 1-10; 713 Spedfiﬁca.ll}r, the Distrigt digpuies CBE's . i
asgertion that RECLADM hes fafled. Recentredia coverage of this issue, b )
3-1 that such “opinion” is widely shared by e public, A samplisg ofrewspeper
effeot have been collactively atteched ag Exhibit A t this comment letiar for
beneilt, One sach article, which was priblished io the Los Angeles Times,
Sovfhland’s market bagket experiment bas been o seriova dgappointment. . . .
Tatlen well short of expestations, Eight years into the progrand, smog cuts have|bean minimal,
tompanice any falling to meet polludon réduction targety, and propesals o
#¢ mired in controversy. Manufacturers, power plants and refineries have rediced ermissions by
& aeamt 16%4—much less than was anticipstad by this time. . . April 17,-2004, [Metre, Part B;
Page 1 (artached a3 Exhibit A). The article goes on to quote in BEP4, official whe sald, “For
|| seven years, the prograrn did abeolutely nothing” Id
In various comment letters to the Disrrict on the proposed chanpes to RECT.ATM, CBE
has noted that RECT.AR as fadled to provide participants with adsquate econgemic incentives to
inatall poflution contrel for the past seven years due to an initial oversupply of qredits into the
3-2 rmarket and the Distriet's failurs to wlequately overses the pragress of the pro . <45 we have
mentionsd both in wrlting and orally, these fundamental flaws in the admi jon of the
RECTATM program is now resulting in massive non-complisnes becanse demand for credits has
finally met the supply of those credits (which was the contemilared fanction of fhe program

161) Felegeaph Avenus, Suite 460 + Ooaklend, CABs612 « T (F100502-0430 p F (610) 3020487
In Bouthern Californiar FBE Pacific Blrd, Suite 203 « Huntiglon Park, A, S025F « r223) E25-9771
Ehlstre-Frae 16d% poat-oonmumor £}
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3-2
cont.

3-3

3-4

3-5

FaX:

cotnplinace dates a3 comparsd to the cnmman.d. and centrol schm R‘E-C A

crisis™ o vel] the Mindamental fiavws o the progrers and to juatify the eurent pg
o RECLAIM, Unforranately, the effect of these shanges will fead the pollutio
| dyshunotion becarss they will creats antificially low prices, theysty contimuing |
'msta.]lpﬂ]lunonmni This surorns doss mors thay frusrae the Dlarior's
| smog-causing pollution by $0% by the year 2003, it threuteng public hisalth of &
yresidents, tapocially those living near the sourses ofpo]luumthatm]l semtinus
; pollation control ag a result of the proposed changes to RECLATML

Wirh thecs o o mind, CBE holds 40 all of Tie inital comments, a2 sif
tesponse ta the Digtret's Iniual Study for the Draft EA onﬂmﬁmcndmnma on/
addsrhe ﬁauomgmmmemspwﬁctothe Draft BA. :

- The Draft EA dees not inclode ag h]tﬁnanvles 311.{!1}’31:3 considering
enforesment mechanisms that carmy § higher detetrant effsst for non-compli

noted in sach audit report, R.ECLAI]\{hastypmﬂlyshmmahighmcofcomp]
C-1-12. %hit the District failed to mention in that TeRponss,, howeser, wak

primiary regsem that credit prices have soared. The recent spike in credit
Teason — mwmmb[e riak taking by participants wher have msde Jmle. Ifﬂ-ﬂ}", affor

gvailshle for years. Hather than confrone thig reality, the Distret 1s using Cal forniag

PAGE 3

oposed changss
0 market's

e dsingentive w
arport=d goal of
olth Const

15 dafer

bndtted in
RECLAIM, and

sfringent )
Insteed, the

Thisteiet dismisass the nieed for swicter enfiveernent of RECLAIM viclations by ktating, “As

&' Diraft EA,
until last vear,

when gross non-commplianes beswune the nogey, the prics of aedits were severely undarvalusd, -
rnaking the cost of compliance low and thus epforcement netion uwnnecessary. Wow that the price
of credits are répresamting he trus cost of forepolng poiluberi control (which wps assurned to

oeeur eventually), we wre wimessing gross non-compliance by panticipating fhel
by the Dighder

Tha absence of an analysis of the enforcoment aspeets ofﬂ:gprﬁ-gmmm
(B8}, Itehould be noted that if the District fafls to condnet such anmvmgau

CBE Comments on Draft EA for RECLAIM Amendments

lities, indicating

jmonth deadtine, that failure will constituts a violation of that Rule, and , in fuml

& willingness 1o meke unreasonabls “bets” on the marketvnthnrut the fear of mﬁbmemsm action - '

cspecially

troubling given that the express mandate calling for such investigation in Distrigt Rule 2015 -

b by the - !
& violation of :

Page
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cont.

3-6

3-7

3-8

v

the federal Clean Adr Act sinsethe role is lueluded n Gahfmua.‘s State Implahentation Plan
under the Act. . :

Furthermere, the propossd changes to RECLAIM will heve long-term ¢ffests that are
irmoversible. Onee new credit generation rules ae adepled, the adverss effect af flooding the
marker with ezedits could ba stvere and leng-lasting. Such & prospect contadlcis one afthe
. primasy chiectives of the propoded profest, which i e lowa.-.' RYC prices in the naasterm.”
Draﬂ EA, page4-17. .

L. The Dietrict Must Plece 1. : e Nu ATCH That May Fotey
e Markes _ o :

Actording to the Dragt BA, there is currently no limit on the number gf mobile saure
‘and aren sowres cedits that the proposed rulea may bring into the RECLAIM market, In fact,
“[jhe only imittion on MSERC generation is that the Bxecutive Officer canﬂrum plans for

scrapping vebicles pursiant fo Rule 1610 for ne more thian 30,600 vehieles perlyear. This .
limitation applics onfy withe anmual nomber of scrapped velicles, and is nog o Hmit
the amount of MSERCS entering tie RECEATM markei. Nﬂlﬂmr Fagulation|35 por Ruls
2506 places limits oo the arount of ASCa that can be convented to RTCs.” Drpft EA, Page 2-3
(eriplasis added). This cramtes a.par:mt{ally dizagtroud situation whare the migket it again
flopded with aredive, diiving dovm the prics w opeate & d}rifunc'noml tuicket thet provides ne

tnéentives for polition control. This iz an unacceptable reatlt of any “backsiop” sesauses the
Dmm 1B prabting fu‘mla.ni t0 deal with the sudden indtesss mR:ECLAM erpdi pnw
Thapnwmﬁl for a digruprive influence. ufnawcredi‘mcn‘tenng {he m is especially |
tua for pmpoasd Raule 2507, which allews for avea gonzes credit m‘ﬁ.m i3 i8 beoansa
ares splirces in the Soith Copst are currently unpem;]tt@d'byﬂu Distriet; nleaning that the -
current Ievel of Aggregats smissions from thess soubces 152 mystezjf (whish megns that the

Drigtrier does not Imdw “how meny poltition cradit mey be genarated from eaductions e these
sovrcea). Civen thest great unceriiagits Wit respedt 10 Proposed Ruje 2507 and the pther -

- proposed MIERC mles along with the technichl inceruiniisk v the shleulatipd afiucémcra:‘m .
discussied i the e frorm Julis May to Syma Pesrapnt, dited A.pn[ 27, 2007 (artached to this
comiment lme:}. sliowing czedlts, gmmtndun{iﬁrthn}se proglrams inta the RE i
tnvironmerdally ifesponsible.

« Limitless numbers ofMSER{"s and ASCe Fmtutu the Phirpons|of Annual
Allocadons

The nfusion of & l:imﬁally infinite nurmber ofcre&il:s Lot the market Jontradicts the
pucpass of gliving fieilities & declining ¢ap on arinwal amissions, If credits are ghesp emough,

-| Bzoflities will contintue to pollnge near of st o levels ragardless of the altocatad Jevel of

pollntion the Distriet inposes on them. They will simply buy more ovedits to offset the pollution
they omit in excess of their allocatign, therely allowing the :g.nrhet 5 dysfunctign to conTinue,

2, Limitless uumbers of MSERCE and ASCa Eviscerates the Potentidl Brasfit of
Complianee Plans as Proposed Under the 2009.1;

CBE Comments on Draft BA for RECLAIM Ameniiments Page 3

PAReg XX/ PRs 1631, 1632, 1633, 2507 H-3-3 May 2001
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cont.

3-10

TROM: _ BV

CRE supparts the Disict's ¢ffon to fhece facilities w demonstrete ho
into corapliance with RECLATM through the submittal of aémpifance plans
Rulos 2009 and 20081, Propossd Rule 2002, 1, however allows partieipants
BARCT (technology standard) or demanstrate how they plah 1o prowure eno
eredits to mest their allocation lavals. Proposed Rule 2005.1 b3} Ifthe pri
fiadls, which iz the exprass plrposs ¢f the creation afthe new mobile aguree
credit genesation rules, RECLATM partisipants will obviousiy choost o uas
buy mare eredits to offSet thalr emissions abeve their atlocation rather than s
relatively Fiore eXpeaIive pollution conrral technology- in s, the new cradil

FAGE &

they will come
Propeged
aither attain

of credits apain
ared ROUTCE
latter option and
mansy o
Feneration rules

vodermine the goal of aggressive pollution mtﬂol at pqmittad mﬂm soupkes, tha purportad

mngrlvating foxes behind RECLAIM. S

Equivaloncy, Requiremeat Under Health acd Sufety Code

3. Tﬂb_Diltﬁa;’.l-Iul:hmon of MSERCs snd ASCs for RECLATM Vii_:r!niés

- Aa Mike Schisble, doputy caecurive officer for tha state Ak Regourcss B nadd, aptly stated,

RECLATM “hpsn't done as well as the vegolations it replaced. I don't think it 1

an worked yat (o

achicve The emission-reduction goals that 1a set out to do. The rsdustions we've anticipated have

ket delayed and won™ be schieved for a couple mcrs Years!

" LoA, Times, Moo, PatBat 1

{aushed s Enhilit A). RECLAIM's faflurs to.achiovs cquwaimt reductions a3 the regulaiions
itreplaced is not only the unfortunate falfiliment of CBE"s eightuyam-old prediction, butit ls

alse a alem yholation of state luw, The Calitbroia Health and Safety Code §334
sny economic inesntive program crenied by the Distict o “agult in equivatent

16c) mandatas
o greater

redustion and cantrs] strategies™ to the prbgram it replaies, 4 puovision the Dibprict iteslf clian,

Braft BA, 343~ To daze, tha facts, on thelr face, dekonstrate-thar the progrem
equivalency requirement sstablished by the Heaith and Sefery Code. A gener

nit tnst the
sxtimare of

actual overall yeductions resuting from RECLANM is 16% since 1993 »Ses Exliibir A, L.A.
Times auticls. -In foet, 2econding 1o the Distriot’s-own, White Paper on RECLARM stabilization,

refiiteries and paswer plusts hava smisatems sincs 1998,
on RECLATM Szabilization, page 19, figire 3,1.

utititias e showing any mcmaaod ¢miaai~:an Irep&" M {cmpha.sis addad).

aistually inqregyed:

See White-Paper

“The Dispiezawrote, "Injactb;:th rofineriag and

The pmposed changas RECI‘.AM wit] oni:,e sarve to exacerbate REGLAIM!s failure to
wet tae ool and Safiery Code’s equivalency sindavd by providing further digincantives fur
real pollution comtrol, These programs Werefore sonstiute tew and separate viplationa of the

cquivalency standard ez arioulated in CaliforniaiHealth and Safaty Coda § 396
violations that g samnable in & cout of taw, - )

&(c). These are

4. Amendments to RECLATM That Allww The Use mrmsm For[NSR Are Hirgal

Under Federal Law

As disenssad o o previons eomuments, e fedaral Cl&anAi:Ac.t cleerly
of mobils souree eredits for purposes of new sonros review offaets — one of the
of the MSERCs that result fropn RECLATM*s snsendppents. Section 17302} 1,
states thet before 2 new spurge conumences operdtion, it must obtain cffsetting

CBE Comments on Draft BA for RECLAIM Amendments

prohibits the uae
fioipated nsea
ofthe Aat
o

Page 4
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3-10
cont.

3-11

3-12

Sax:

i reductions “fom mnng senreey in tha reglyn.” Sectivn lllfa}{ﬁj ctatas that
BOUECA" LeENS "ary Stationgry squrce other than e naw sowrce.” Thersfors, oIy
racdified pources i non-etisininen zanss mudt be obained from Fationaty,

usay MEERCs for puposes of ISR offsats to liakility nnder tha federal Cloan

| | Eromem iz therefiors Aundamentslly fawed, leaving it open tﬂllegai :hallenga 1

The Mirigation Fee Prograr allows powdr plants to pay neo a fiind for

PAGE &

o term Mexisting
ba for e and

pat caabile, s0urces.
| "This legal defeer in the proposed smandments subijsets the 4QME along with &

4lr Act,

each anit of
br an amount of .-

polludon they enitin exesss of their allocation. If the fund is not akle 10 pay §
reductions that are aquivaiont to the initial excess, the Distrigt will deduet the

poilution frou the facility’s fature allocation, This allows & potential
faciliny™s acmplaame wnh 115 apral Bllnnatl.on. This § isa eléar violation of

To mkemazreurswuru, he:ms:th:\-ﬁhgﬂlonl‘&?und:smp
of credits to offset the initlal emission cxcossos, it vill licly Jead to & gams
moanies from the fund will mlways be wied to procure reductions 10 sompenante
cokogdess, s.-nﬂ:m;t having enough funding to offsst current excuisat. The Dist
problem intha Drifh Ba, which states, *the propoasd amendraents to RECLA
delay in thé ccounting for dllocetion sxcetdances Draft BA, page 4-3, The

i Safety Cad=§39616{¢}, a4 cxplmd above

-

; TheAQIPschemepmpasadh}rﬂleDismchsplaguedbymaamﬁm
T CBE's pmr mrm'ﬂgn‘ts-m’dle Drstm:t .
—

| & The g s rimnmg ‘itﬂndm myggg;

) E:BEsuppomthn Diskift's =Efgrttnmﬁmepallwmmmb1 at carta
 the South Cpass Adr Basin through submitts] pfeomplianes blans thar deseribe
: will attain Best Aveilable Ratrofit Contyal Tectnshpy-EBARCT™) mndud;
; hiwever, mntl}”ﬁ'hﬂtﬁw BARCT starydordr axs for power pro:ix}v:m Tagilité
{ saarcly of the Diswiot's website, includtrg-the “BACT Guidelinss” did wot 1l
| Withous providing the gublié with stsquars taformation tomhderatsnd iwhet B,

unpc:sinm afth.a.:uchmlugy stamdnrﬂlsmdered méhninglags

CBE Cormrnerts on Diraft BA for R_ECLAH\-{ Amendments

far-prst omission |

sdmity thig
oy reaulidn &
itlgation Fee
Inder Health snd

o the facility

Itigunalesr, -
, . At ehianative
pinats this [asae, .

Paps 5

nﬁog.irarpl'ams'iu ,

WECY means, the -

e

L .

PAReg XX/ PRs 1631, 1632, 1633, 2507
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| |
lants Ys
— The Distriet ealls for environraents] dispateh for power plants based on “best availahls
information” in Rule 2005, The District dees not dafine “best availahle inf tior," tharaky i
3-13 undermining the potentizl benefits of environmental dispatch. I order 1o cxoatn an - ;
- environmental dispatch schere that i3 effective, the Distrletmust provide & cohorete definition I
| for “best available mfo:m&non » ;
CEEmnglyurgﬁﬁmAirDmmno}mdwthﬁa&wmmmmﬁuhmdm ' :
abandon all changes to RECLATH that de not resuli in the m:mdme ingtalleticn of pollution !
sanrred at pmmpaung facilitiea, I
T Suma Eesanati, Sl Attoroey : - I
Richerd Toshiyul Drory, Legal Divestor - § .52 _ . T
o !
!
‘i
|
|
s
R |
b !
i %
!
|'
i
1
|
i
i
i
CHE Commants o DmﬁEA for RECEATM Amendments I ' Page 6 i
|

PAReg XX/ PRs 1631, 1632, 1633, 2507 H-3-6 May 2001
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Memo .
Froan:
Dare:

R

4127501

3-14

Fri:

" fuma Peesapati, S1aff Attorney, CBE -
Iulig hay, Lead Seiendat, CRE

My Cormments on SCAQMD Draft Environbental Assessment
RECLATM .5m;endmmts & Proposed Rules 1631, 1632, 1633,

Lhave the following conoerms about the project. The profect deacription is nat
preject bas the potential to cavae significant impaets
delays in implementing required emission reductions which were not described
the aliematives section is not complete. My comments are as follows:

mmplm project description, impants analysis, and Htermatives analysis. This

such a8 incraases fn Ay e

mﬁuﬁpmgmnlsnotpmwdedmthabmu{ntanﬂym,andmwbc Az the
states, ikere iz the potential for frading to cause inerkases in amiazions in oo g
which are traded for reductions in an entirely diffdradt aves. ‘The Distriet siatad
| this issye in the funie, however, the CEQA snalysis far this project can end sh
inforzaation on tie locations of souress which mey take part; Espacially given §
strory i1 calewtation of emissions Traded, ﬂ'mfearepﬁtalﬁallﬁf signifiopnt inery
impRsts from the project.

FAE B

(EA) for new
& 2307

complete, the
Hasiong aud

in th= EA. and

prill alao help the

public to be able to evaluate the praject and comroent onpatcnnal alternadvas, [such 69 proposing
; peographic limitations to trading, ete. These detalls shruld not have to be ferrapsd out by the
qub];c The follewing chart roughly outlines potential geographic dispaities cqused by
- diffarenoes in the locetion of eriesions reductiorn and usarh of sradite, whers amiealons
i reducrions are wvelded. In oases in the propaied projsct where sredite genaratari ars closer to
) ;aradnusaga geographic dispardiy impasts muldbcm]nmd Please provide the tocation
: inftrmatien for credit gemerators and wscrs. . .
| Emiosions Rednctions S Credith uind by; | Redoetlons near By 1
Maring veesal dlaesl sngines Power planh, Mo Ba clops v the of the credits,
< Regporwered 10 meet Jower standard Reflnecisn, Others | byt fhis & fot quaranteed,  (This wonld

milnly ke true for rafinmries )
arine diessl-fusled hotelling (electisiny " “
grtertion While at povt)
2 Repevrared by fuel calls
Diesel-prrwared refrigeration tiweks at o Utkngwe = The locatign of Sistributicn
distribtish sarteze

<canicers wmg nof providad, so the proximisy

PAReg XX/ PRs 1631, 1632, 1633, 2507
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PAGE §

3 Fapowtred by Dodkng 1o clecrionl Seteeen Wiy Tedotons erdsved ad air

grid . rpsuctions avelded i whaewn:
3-14 - - -

Disasel-fiseled agricuitural pumes | " Mot Jkely 1o be close th tha eredlt wer
cont. > Bapovynesd Whing aloctrie mote .

L
aYCENSS A
The profect deseription and environmental impacts section do not pro‘i-‘lde some key avaluations.

3-15

Ouie of the higgest problems with polhytion trading gehemes, (besides thae ik

aqoirate coruparison bebween two differeny arafasions spurass in arder
Instepd of requiring one piece of equipment o meet an anission stamdard, whid
traditionsl commnnd and control regulation, this project saquires 4 eomparfson

i often based on independent generalized cmissions fastovs), The difference by
chlenlations results i the credits generated, Theve will definitaly be errors bn
celeutations, and theré ia a sigaificant potential thet the two emors will be addit
gexeration of séie arnount of Hegitimate pollution credirs, «

Such an error will sceumutate when all the different trades are added up. This
1o be cleszly evaluated ander CEQA in order v detenning whather the cussxlat]

tthe Distriot's significanss critaria, (I additien, the basts of the emisaions facto

Juctien of

inequiries gausad by geographis diffsrences in reductions & mﬂtmm}m zead for & vary
o

ate the credits,
th {5 the cage in
pataeen o

different poliuting sources. Their cmissions must be separataly caleulated and subtacted (which

etwesn thess ty
yeh of these

Vi, SRS

total error neads
Vi Tom axceeds
rs used in the

-tegulation should be provided as part of the project description and 5o fhat the g
-evalnate them and evalpats potentlal impaets from any arroes in theze fastors.)

niblic can
an of

i ilteglticaatcly generated credits would resalt in an ineresse in.emissions (\Withowt any real credit

-offbets) compared to the no project elternative. These aous covid remulf iy & &
jenvirergneatal impast from this praject, in violation of the Catifornia Bnviz:
The aumbers of diesel agriculrural pumps, uck distribution :untcrs. dieasl
‘rucks, and captive marlne vessels in the region which could takie paxt {n this
spotentially very large. The appendix insludes both total numbers of such s

iof the number of theae sources that are likely to participate in the project The
the number of wades whish se ellowed, To that ease, any errors o emissions fa

deseribed above, the total eror could be largs. This could cause a signifienpt in

suantified fur the CBOQA analysis. In faer, the District hys higtorically comtnite:

cant edverse

Cuality Act.

rofrigezated

gram {5 .
and egtimatas
Digtrict doss oot

provide justiffeasinn for thase numberg, Alss, the currently proposed rules do oét 2et g Jimlt for

ttors which

overestimate credits generated would be mudtiplied by the number of fasilities tiking part. As

prease o alr

Pmissions due o the use of eredits that 4o nof represent real emissions reductions. The Diztict
should have studied these issues in the Deaft Eavironmental Assessinent, and shpuld have
included limits in mumbers of trades allowed 1o mitigate any potential enviranms

anfal harm,

Sinoc thero are errors in all caloulations and meesurements of sinisslons, these nhust be

) large eczors in

PAReg XX/ PRs 1631, 1632, 1633, 2507

H-3-8

May 2001



Final EA — Appendix H

KFR-27-2061 FRO 0408 FX FROM: - : Fai: JAGE 16

determinations of emissions for varous pollution aading schemes it administers. For example,
the Diywict has readily admitted thet it amed In caleuletiog initial baxalioe ellokstions far
Reclain fagilities, which wers too high,  To addition thave §s mush evidancs that sotusl amdgsion
reductions achieved by Ruls 16160 {the cax scrapping program program) could net be confirmed,
according 30 the Distrlet*s own inepedtor. Since errors are 10 bo axpectsd and vy happen in
the Distriet's pefludon ttading programs, they must be evaluated in order 10 détermine whether
arrors in project assumptions could cause signifleant impacts. |

In addition, in order to be compliant with atate law (spacificlly, 17 CCR:Sect] 91507), tas

3-15 Diigtrier puust “provide for snforesgble credit calsulation protocoly and procedyres thet coniain
- The following elements: (1) the calotilation methed 1o datsrmine the ameunt of reductions being
cont. generated as eredits, including formnlae aceounting for erdissions zate, aperating period, activity

level, and technical uncertainty,” The District has aot provided any such calcflation method
that aceeunts for teohrical uRcettainty, in violation of the ebove-mentioned regulation,

An oxaraple of compounding sxor soirees is the replacemiont of  marine dissgl engins with an
engine certified to meet applicable eminelon standards, If the amer in calewlatipn of dlosel ongice
cwiskions are tog high, and the new engina amissions certifioation has enother lerror suck that jts
emisalons ere deteranined a3 1ower than aemual epniasions, the total aprar will el cumuletive. Such
ETI0rs are 0ot necesgarily random, and therefbes can't necessarily be expacted 1 average olit, In
this case, illagitimata smissions ereding would ke Retcrated, causing an Increase in air emisslons,
The Pistiiot wust evaluate such patential emissions detsrmination ermers for A1F sourtes foluded
in the project. : .

This project will canse the increased use of elevtricity, as elsctiic cngines are
alteriative to diessl-fusled engings wnder some of the proposed rules. The ad
dernznd, and rosulting genesation, will causo increased emissions at power plants. Appendix P _ !
; of the Draft £A provides aome numbers foy etimated slectria usage caused by the differsnt '-.; i
preposels. However, there wag no analysis quantifying incrensed emissions st powes plants dus |
to this increased electrital vings, not an analybla of techrienl uncestainty and in : |
calenlativns provided, These should be provided. Tt is also an oddity of the program that a large |
3-16 ameunt of the stedite balng generated will Lkely be used by power plants.
This will atlow power plants 1o avoid reducing arissions thiough puschasing ctedits instead of
directly reducing emissions at the facility. Yet, the project itself will cause a furfher increass in : :
power plant emissiona dus to incresses in alectdclty generation, Thisiaa feadback toap i
which should e analyzed, Itis even possible thet ths iarended leotrical usegel could canse en ;
incrense in other diesel-generated power, For #xhmple, aome' office tudldings ate applying for :
permits 10 use digssl-powered generators for back-up power bacause of oy @ canaed by ;
the deregulation czisis, If the project increasas the nead for slectrica] o), there is no i
tea that that additional generation will corne from natura] gas-powered wer plants with | |
Lluiion conteols. The additiona] gencration could eome from dirtier distiliate fuel powarad ;
|
I
1
|

lats or dissel powered electricity generation, which could wish out any gains pf the project.
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| Planes ars not fequired to be in operating Kt any cus time,

Alternatives 1o the project

‘The project did not svaluate some important alternatives, For example, many| of the voluntary
redugtions represent laudabls projects (independent of trading concerns), siucp they imvolve

- ¢limination of digsel angine pollution, which is highly toxic, One alternstive {5 the profect,

" which shotid be evaluated, is 4 District raquirement for such phase-oyt of diesa] sogines

! Independent of trading programs. This wonld not generate additional cradit, it fores

. additional emigsiemns reduetions in the Basin that are zeal, thereby helping the District reach

; dtwinmert of Clean Afr Act standards. (In faet, durlng carlier discussions with the Digiet, CBE
© proposed moluding redustions Fom alretnatvely-fusled maiine vesscl engined and from

Letelling cperations in the 1P, The Distriet chose not 1o inchede themn. )

 Ancther alternative to the project which should be svaluated is a scenario whes additional

power plant constructian [s Bmited to wotual needs for ganeration. ISO
Operator} oficials have sated that a largs perdentage of plants wers shut for nou-
SHATgERCY mainienancs during perieds of power vuthges, Thess officialy bave sdmittad thar the
power dutages weck sxacerbated, i not cavesd by, dovantimos of axining plamf, and that

themappmedmbemmghﬂhﬁngpawarpmmmmmedsduﬁng , 18 thoss
panis had just besn oparating. During the times of the outages ISO offcials ebti that If
theze plants bad beeq in cpweation, thers would bave been an axtra 2554 im of gafety in

poweE generetion capatity across the cotire siams, This is alinge mevpln, The jasne of pover
pleniz down for non-smergency maitensnee i an jssue which {5 wnder invass icm, because it
iz a situation whish was cansed by deregulation. Friorto deregulation, i i
operation could be required and generators could not withhald power in this .
deregulation, the IS0 was not piven the authority to reqquire that sufficient genarators remain in
Operaton. : .

All the precepts of deregulation ars now being re-cvalisted, and age in fux,
under considerarion which could change tha fopm of reguiretaents for Meying
RRAILST B W TG T ookt plante ane built, blackouts ool itl secur iy

Uider these circumatances, rather than the District generating unifmited credits in the

anmeipation of huge incresses in power plant construction and inereased at existing
piants, the Distrier should evaluate actua] pesda for increased generation takinglinta sccount all
ewciiting planis. Then tha District should Linit pavential credit generation to de only fara

limited amuunt of power generation expansion. A% this tims, tha Distriet apreary 1o be

artificially misnipularing the credit market in a way that stimnilates unbridled power plant grosvih,
The District should evaluate an lternative to the project that allows for & KmiteH increass i ths
numbsr of ¢radite to accommadate andy those power plant expansions that ars nesessary for
mesting energy needs, T

The Distriet should also evaluate elean enzrgy altsrnatives to the praject, For exemple,
dgricultural pumps provide & very logicsl application for solad emcrgy. Agxicultienl purnps are
gencrally operated during the day, This is the same time ikt um is availeble, aad consequentiy
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solor puanps don't require battery stormge for solar snargy at:mght. They provlde a praciical and
simple appljeation of clean soergy. Such an'wlbematlve to the profect could remult in significant .
3-17 emission redustions due w0 the evoidance of Incrensed dernand on pewer from tha '
cont. eleatmic metors on the pumps. This imcreased slectrica] nsa.causes inureassd spaissions at power !
plants, This end ether clean enerzy altematives should be svelusted. :
Faving to pojhrte
- The BMstrict’s study of‘thc kﬂtigati:un Feo program is the least docunsentad pagt of the profect. It
allovws facflitics to avoid amiszions redustions by paying a fee. ‘The Distriet that it will uss
tha feas to fund dmivsions reductlons, but does not {Asmify poteatial candidates forashisting
theae emiseinng radustions, The petential for thic program to remult in actal sbductions iy
3-18 depends: upen a clear protocol for achieving them. This protosol and the technical uncerrainty
assuefsted with it must be provided, in arder to have a comiplets profect description, and in oxder -
- to clearty fdemtity wherher the prajeet will canse fmpacts, The District doss that the
mitigation fee provigions do have the potsatinl to cause such an impaet - dslegs in faoilitiag
implerenting other pollution contrals, making i all the oot fmportaat 1o o Iy define how
cmissmn.v. reductions would be achlavad through thia pruemn i
|
i
Signed; !
_— |
Julin'E. May i
"CHE Lead Scisgitist
; -
i
|
i
. |
: |
' |
|
|
|
5
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EXHIBIT A

Saurse: Al Sournas - News - Hews Group File, Most Recent 90 Days
Terms: "raclaim™ and "polluation” (Egit Seargh)

Los Angeles Times April 17, 2001, Tuesday,

Copyright 2001 / Loz Angeles Tirmes
Loz Angeles Times

Aptil 17, 2001, Tuesday, Home Edition
SECTIOMN: Metro; Part B; Page 1; Matra Desk
LEMGTH: 1429 words

HEADLIME: INNCVATIVE SMOG FLAR MAKES LITTLE PROGRESS;

AIR QUALITY: AFTER EIGHT YEARS, THE SOUTHLAND'S PROGRAM ALEOWING FIRMS TO
TRADE FOLLUTICGN CRERITS HAS FALLEN WELL BELOW EXPECTATIONS. IDEAS TQ FIX IT
ARE MIRED IM CONTROVERSY.

BYLINE: GARY POLAKOVIE, TIMES ENVIROMMENTAL WRITER

BODY:
It was supposed g be & revolutlonary way to clean up the environment, a buelness-frlendly
strateqy to slash industrial emissions without the heawy hand of government.

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

The Regional Clean Air Incentives Market, ¢r RECLAIM, has fallen well short of éxpectat'lons,'
Eight years inte the program, smog cuts have been minimal, companies are falllng to mest
polflution reduction targets, and prapacals te rescue the operatlon are mired in cdntrovarsy.

Marufacturers, power plante and reflnerles have reduced emissions by a scant 16%--much
lass than was anticipated by this time. Buzingsses were glven 10 years to aliminate about
13,000 tohz of pollution annually, but as the program nears its end thay have gllminatad
just 4,144 bons, according to projections by the South Coast Alr Qusllty Management Disktrict.

Ower the course of the proaram, the AGMD has recelved a trickle of applications from
compantes v upgrade pollution contrel capacity. Air guality fficials say that If the numbear
of ratrofite doasn't dramatlcally lncrease, the program will fani.

o Httde progress has been made thak the AGME is now telling businesses to slash their air
pallution at mgre than bwise the rate they have over the last seven years. Meanwhile, the
agency estimates that industry will emit an éxtra 3,373 tons of health-threatening pollutants
into the air this year, 14% more than it is allowsd under the program.

EBusiness rapresentatives are divided in their regetlons to the program.

"e're going to see the banefits of RECLAIM. IE's jUSt taking a liktle longer than we
expecred,” said Bill Quinn, vice prasigdent of the California Council for Environmental and
Economic Balance, which represents business and labor groups.

But some companies are resisting pressure to reduce emissions. Some seek to eliminate the
penalty they risk if they pollute bevond their limits, Others would [Ike to escape the program
entirely by paying a fee of § 7.50 per pound of pallation, ng matter how ruch smog thay
make. Many businesses are insisting on a fresh infuston of credits In return for cleaning up
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cars, boats and trucks Instead of factaries, smelters and refinerias.

RECLAIM "hasn't done as well as the regulations It replacecl,” said Mike Scheible, deputy
executlve officer for the state Air Resources Board. "I don't think it has worked et to achieve
the emission-reduction goals that it set out te do. The reductions we've anticipated have
been delayed and won't be achieved for a couple more years."

The pregrath was launchad in 1993 a3 the first market-driven system to ¢fean urban air and
quickly became a model for others around the world. The Loy Angeles-area program, which
relies on a system of trading pallution cradits, was supposed to cut industrial pollutior by
gtirmutsting tachnolagical innovation and reducing butrdensome new costs on businesses.

Neariy 400 companies participate, including Walt Digney Co., ExxonMobil Corp. and Marthrop
Grumman Corp.

Each facility receives a cartain number of credits representing & pound of poliution.
Companles that do not pollute te maxtmum alfowable ievels can sell credits 1o firms that emit
more than thelr limits. The total credit supply shrinks abowt % annually for a decade, thus
trimmming pollution.

The progran was sariously cofnpromlsed when power producers In the Los Angeles region
uperated far beyond pollution limits last year, Power companices gobbled emissions credits
as they Increated production to keep the llohts on, That caused a pollutlon cradit shortane,

The market price of a ¢cradit soared as demand outetrippad supply. A credit for one pound of
mitrégen oxide gas that mst 2n average of 25 cents In the early years of the program climbed
to more than £ S0 late |last year. Mitrogen oxide contributes to ozone and haza, the main
ingredients in smog.

Local air quality officials and business advocates say the program was working fine until the
glactriciby crisis,

But critics, including the U.S. Envirenmental Protection Agency, the state air board, -
enviranmentalists and some schofars, disagree. Thay say the energy crlsls revealed structural
flaws in the program that were bound to surface sooner or later, "The simplistic explanation
as to why RECLATM falled is the market was much more volatile than people expected and
that is due to the electriclty situation, an ancmaly, an enmanageable spike rippling threugh
the market. Bur that's not the whele story," sald Tam Canaday, environmental englneer for
the EFA.

Locat abe guality offidals acknowledge that, fram its inception, the pragram was ambedded
with powerful disincentives to qrt smog. That Is because they seeded it with too many
credlts, about 40% moare than real-world emissions, Credits were so plentiful and cheap for
o long that companles grew addicted to buying them instead of spending more for pallution
cantrals. The system crashed [ast year when manufacturars retumed bo the marketplace
expecting to find rore cheap credits, but instead discovered that power companies had
bought mest of them, driving up prices for the faw that were beft ovar.

All the while, air quality officials did not push business to instali contrals and instead brusted
thern 1o make wise cholces, Indeed, that was the very gual of the program.

"For seven years, the program did abeolytely nothing," said an EPA officlal Familiare with it
"Businessas got used [o cheap credits. Nobody did what they were supposid b do:
responsible plannlng,"

RECLATIM was born during an eccnamic downturn witen business groups demanded 2 flexible
altermative to traditional regulations. tany econernists and conservative politliclans eontinua
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to favor market-driven programs, and such approaches are expected to figure prominently in
the Bush administration’s attempt to have a clean environment fur less cost and red tape,

Representatives of blg businasses, which control about 85% of the nitrogen oxlde cradits, say
RECLAIM has saved tham money while contributing to record clean air the reglon
exparienced during the 19308, Air quality officials ascribe most of that progress to claaner car
exhaust,

Companles saved an estimated 41% on compliance costs under RECLATM cormpared to
traditional regulations, although most of tre savings occurred because pollution contrals
were delayed for 3o lang,

AL the Arco refinery In Carson, engineers searching for ways to reduce emissians under
RECLATM recently turned smog Into cash. They rerouted propylene gas, a byproduct of all
refining, from beflers inka @ processing plant where they converted it b plastic peliets for
water bottles, patio furniture and strawberry crates, reduging about 500 tans af pollutants
anaually. :

"MNow the polypropylens plant is a revenUe-gensrating plant,” sald Susan Livingsten,
ervlronemental manager for British Patrofeum.

In trylng $& fix the program, AQME officials face a difficult balancing act: They want to halp

- lwer credit prices by removing the power plants fram the program. But If the ¢radits become
too cheap again, companles won't have any financial Incentive to reduce emissions. It's the
same scenarle that made the program Inaffective in the frst place.

The agency's governing board meets May 11 to consider amendments to the program.

The agency is already planning to require 36 of the higgest polluters to begln submitting
plans detaillng how and when they will install additional pollution coantrals, Ameong those
targeted are Californla Portland Cement in Colton, the Loz Angeles Department of Water and
Fower, and Equilon Enterprises, which operatas a refinery in Wilmington, Indugkry imitially
balked at the demand, but relented after air quality offictals dropped a federal enforcement
regquiremnent.

The AQMD governing beard alse approved a regulation last month to allow comparies to
clean up heavy-duty diesel engtines in exchange for emlsslon credits for use ak factories. The
EFA haig not approved slmilar rules by the AQME, and state air guality officials frown on the
practice.

Barry R Wallerstein, executive officer of the AQMD, said proposed thanges to RECLAEM
should help restore canfidence and inprove the performance of the program.

‘I don't think we're looking at Humpty Durpty,” he zaid. "The sarts of changes wa ate
preposing will fix the difficulties the program has experienced ovar the 1ast vear. This iz a
burp in the road, a perturipation, and with rule amendmsnts we will be back on the path of
achieving the dasign objectives." ‘

LOAD-DATE: April 17, 2003

Source: Al Gournes : Mows : News Group Flie, Most Recent 30 Days )
Terms: "reclalim®™ and "pellution™ {Edit Sxarch)
Wlew: Full )
DatwTime: Wednesday, April 26, 2001 - 11:22 PM EGT
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The Daily News of Los Angetes April 22, 2001 Sundsy, Lallsy Edition

Copyright 200 Tower Media, Inc.
The Dally Wews of Log Angeles

april 22, 2001 Sunday, Valley Edition
SECTION: NEWS; Pg. N1
LENGTH: 1180 words

HEADLINE: SMOG ON THE HORIZON;
ENERGY CRISIS, SLUMMER HEAT LIKELY TO BRING FILTHY

BYLINE: Data Bartholorew, Staff Writer

BODY:
Stpy - the hidden price of California's energy crigis - will worsen this summear and Los
Angeles likely will reclaim its standing as Bhe city with the worgk air in the natlon.

air quality offlclals said running power plante full tirme and increaged use of diesel generatars
bo keep factories and large businesses operating during bldckout periods will worsen the
smien problem,

If the extra generating plant emlsslans combine with an abngrmally hot summer, Los Angeles
will likely see its worst air quality in years.

Under thase conditlons, pespls "cauld see hazier-looking air and they mlght s2e more days
ewver the health standards," said Bill Kelly, spukesman of the South Coast Air Quallby
Management Bistrict in DHamond Bar.

The AQMD predicts Log Angales could suffer fts first Stage I smog alerts since 1998, Such
alerts advise all residents to avaid rigorous exerclee and for those with heart and lung
dlsgases to stay Indeors. '

“Tn certain places in our area, particarly east, under certain weather conditlons, there could
be a noticsable impack on pecple,” Kelly sald.

Elame the state's energy crisis. The Southland's 14 power plants hawve worked full steam
ahead since January to assist the state energy crisis. They'we spewed 2,045 tons-of nitrogen
wxidas in three months - more than double the smog-Inducing emissions from tha same time
tast year, peoording to preliminary AQMD reports.

Emlesions frem the regien’s 350 smokestack industries are also up,

This surmmer may be even worse, clean-air guardians say, as power plants are expected to
Tun every turhine to julce the state's beleaguered energy grid. As fmany as 5,000 factory
dlesel genaratore may also rumble tu life to counter more than 30 days of expectad
blackouts.

Wiere such etationary genergtors once ran an baour g manth for testing and weare limited to
200 hovrs a year, the air distrlet has extended tha llmlt te SO0 hours to help alleviate the
energy ¢risis. Pollutlon from such generatars, said AQMD Executive Officer Barry R.
Wallerstain, fs 100 fimes that of a power plant.
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Los Angeles cabld be Kitg of the alr pollution, a distinction it shed last year to Houston.

"If It weetren't far the eleckvicity crisls - and T am not a man who generally lilkes to wager - T
would have said that we waren't going to take the pollution crown back fiem Houskon,"
Wallerstein said this weak during an interview at the Dally News,

Maow, he said, "I'm a lIttle bit mare nervous,”

Critics worry that lax standards for pawar plants and the Iberal uze of the area's diesel
generators will erode public health. Nitregen oxldes arg blamed for causing lung-gearing
smng. Diesel soot, a carcinogen, is blamed for stunting lung eapacity in children.

"L.A_smog - the relaxation of pellution standards because of the energy crists, will have an
effect on public heatth, " said Andrea Van Hook, spokeswoman for the Amertcan LUng
Association of Los Angales County. "It is a concern of the association because NOx and
patticulate matter can trigger asthrma attacks in people who have asthima."

Weather will be key.

Sunlight and nitragen oxide mix to make stmog, and though natlonal climatelogists predict a
slight chance of a hotter-than=pnormal summer that eould lead to more sinag, local
meteorologists said the crystal ball is murky.

"It's sort of |ike the stock market," sald Mational Weather Servica metesralogist Eric
Hilgendorf, based In Oxnard. “Current trends are no indication of future progress.”

But the grospect of higher air pellution is a setback to the afr district, which appears likely
ko stumble shoet of its 10-year goal to cut Induzteial emissions in half by 2003 to camply with
federal clean air faws.

Vehicles contribute 57 pardent of the 882 tons of smog-inducing emissions produced in Los
Angeles each day, Industry produees 13 percent, of which 3 percent was caused by power
plants last surmer, according to the AQMD,

Just doubling power plant waste o 6 percant, even with the Ingtallation of catalvlic
eenverters on most plants before midsummer, could tip the balance Inbe unhealthy air,
regulators say. ’

"We expect that the powar plants will eparata even more than they did last sUrmmer with
increased demand from alr conditieners,” said Carol Coy, deputy executive officar of the
AQME program to reduce jndustrial smog. "We think they're going to have to run the
'peakers' {portable generators) tits summer - and they're enormoLs pollukars."

The agency's Regional Ciear Alr Incentives Market, or RECLAIM program, was once halled ag
4 busingss-friendly medal ko cut industrial emizsione.

8ut the program has come under attack for reduging emissions only 19 pereent [n sever
years. The air district seeks an additional 40 percent reduction by 2003.

The system allewed smokestack Industrias such as power plants t6 buy and seli smog
"ergdits." Those that cuk emissions could transfer pollution Tights o ather Companies 4% smog
targets wera gradually reduced.

But crltlcs say the system allowed many companias to forestall installing pollution corntral
equiprment. And when the enengy crunch hit last year, pewer plants purchased rmost of the
<redits and sent prices soaring.
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Buginesses paying throwgh the nose far energy are now digging in thelr heels at Belng told to
install pricey pollation cantrel systemns at the farefront of @ possible recsssion.

"Our take Is that stationary (emigsions) sources have always received the brunt of
regulation,” said Callfornla Manufacture and Techngology Asseciation spokesman Ging RiCaro.
"Mayhe we'd betker go after mobile sources® such as cars and trucks.

The assedation, with mera Ehan half of its 800 industrial membars based |n the Los Argeles
ared, has besn quletly pushing for the right te use digset gencrators as a safequard agalnst
Blackauts.

"But diesel is a dirty word right now," DICaro cald. "Mobady wante 10 tal about it These
dlegel generators can gat us through the summer."

The air gistrict board will mest on May i1 to rule on a proposal to take power plants gut of
the RECLAIM system to lesson the pce of powar and pallution credits.

The Los Angeles Department of Water and Power and AES Energy, W of the anea's top
energy producers wha have paid millions to poliote during the energy crisis, would Instead
pay into a special fund to help reduce smog.

"We'se trying to ofean up,” said WP Director of Strateale Planning Angelinag Galiteva, whose
"Green Power” practices have nudyged 70,000 Angelenos to consenve energy through such
means a5 solar power, "We feel we have a hot summer ahead of us and we're daing our part
for conservatlon ™

Conservation, everyohe agrees, 12 the key to ke.éping the lights on and breathing healthier
ale,

"The power plants have us over 4 barrel," said Tim Carmichael, executive director of the
Clean Air Coalition. "Cur lifestyles are o enepgy thirsty we're down to two options ... more
power plants and more pollution, {ord we look at our homes and buginesses and how Lo
conserve.” - '

Staff writer Joteph Giordono contributed o tils raport.
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Tire Orange County Register Aprit 2, 2003, Monday

Copyright 2001 Knight Ridder/Tribune News Servipe
Knight RidderfTribune Mews Service
The Qrange County Reglster

April 2, 2001, Monday
SECTION: DOMESTIC MEWS
KR-ACC~NO: K515
LENGTH: 1436 words
HEALGLINE: Bidding high for pollution credits
BYLINE: By Chris Knap

BODY:

Southemn Califernia power plants pumped nearly three times more gir pallution than they
weare allowved fast year - damaglng efforts to meet clean-air goals and drlving up electricity
prices for cohsumets statewide, recotds and interviews show,

The South Coast Alr Quallty Management Bistrict limited powar generaters te 2,334 tons of
cxldas of nitrggen, 3 smog component known ag Wk Instead, the power pfants smitted
6,000 tons, much of it from plants in Huntingtan Beach and Long Beach.

Mast ¢F the power plants pollutad leaally by buying NMOx credits frorn other buslnesses that
alrzady had cleaned up. But the demand for cradits made the credits expensive and scarce.
In rotal, 16 Southemn California power plants spant $111 millisn on pellution credits and pald
£31 millian i fines when the ceedite ran sUt, accarding to the AQMD.

The tatal cost 1o consumers was at least $142 million, and some experts say It might even
hrave been higher.

The monetary costs of California's power ctlsic are weall knewn., Conswmer rates have rlsen an
average of 39 percent thle year. Less well known are the costz fo the environment ag
generakors run 40-year-gld plants longer and harder Yo keep the lights on. The excess NOx
pollutlen fram povear plants last year was egiivalent te half a million more cars on Los
Angeles freeways, '

Pawier companies say more pollutlen is one of the tradests te avoid blackouts, Requlators
and environmentalists say over-pollution could have been avelded if powwer companies had
hesdad warnings in past years and added emission controls,

Indugtry leaders, environmantallsts and regulators agree the energy crlsls has stalled the
Regional Clean Air Incentives Markel, once cohsidered a model clean-alr program. RECLATM
was intended to lat businesses make cost-effective decizions and shll reduce smog.

Lagt vear it didn't do aither.

"Cwarall, RECLAIM was an opportunity wasted," sald Jim Caldwell, technical direchor for Tohn

White Center for Energy Effidency and Renewable Technology, 8 nonprofit Eink tank in
Zacramento. "The theoretical promise of market-based solutlon |5 a2ing to be deviled for a

[ - U
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leng titme by the failure of this program.” Pollution Increased, Southern California genarators,
vefineries, steel mllls and agphalt plants spent more than $208 million on pollution credits
and fings, 13 times more than the yearly cost of Instailing pollution controls, according o the
air district.

The spike in demand for pellutlon credits created a speculator's market. Credits that once
traded For penniss sold for as high as $50 a pound = $100,000 a kan in January.

Faor eome manufacturers ik became more profitable to clese and sell credits.

Case in puint: Caflifornia Steel Industeles, near Fentana, shut down its furnace for eight days
in December and $¢ld it remaining credits. Brett Guge, a vice presidant, said the company
caleulatad it could make mare celling credits than rolling steel,

"Certainly these are some extraord nary circumstances that have coourred refative to the
electriclty ¢rigls," said Barry Wallersteln, the South Coast alre district's exeoutive offlcer. "It
has had an effect on the RECLATM program that no one could have foresagn," .

Air regulators are trying to find 2 salution, They'll decide next month whether power plants
should be taken ot of the cléan-air market. The rew rules would let tham poflute for a
mitlgation fee of £15,000 a ten - ene-elxth the cost of buying pollution credite - buk raquire
them to instafl conteals 55 soan as possible,

Enviranmentalisks are skeptlcal,

"In our view the more you lat these companies ofi the hook, the greater delay thera will be in
inskalllng cantrels," safd Gail Ruderman Feuer, senior attarnay for the Natursl Resources
Defense Council. "They are being allowed 6 pollute like crazy, and tt's a huge problem.”

Generally the Loy Angeles basin's alr has Improved since the [ate 1970s, when some years
had 200 days of unhealthy air. Bul improvements have slowed. In 1898 the hasin's smog
exceaded Federal health standards on 41 days. Last year there were 40 days, the smaflest
Improvernsnt in eight vears.

Oweldes of mitrogen are one of the top three pollutants keeping the reglon frgm meeting
federal air-quallty regulstions. NOx combines with hydrecartions to form smog, and with
cther gasas to create partlculates that can s¢ar the lungs.

Most MO amitted in the Los Angeles basin cotmee from meobila sources; Cars, brucks, planes,
even sthoolbuses. Gas-fired home furnaces are part of the problam, ton. But businesses with
natural-gas furnaces or boilers are major polluters that can be cleansd relatively cost-
effectively, regulators say.

In the early 19505, power plants In Orange, Los Angeéles, Riverside and San Barnarding
counties faced rules requiring them o install pellution contrals in 2994, wWith the state In
recessien, Southern California Edison and cthers complained this would hurt their buslness.
They asked for 2 more flexible approach.

The air district complied,
It gave sach indostrial polluter an Wowx allowance that would decling each year. Initial

allecatlons were generous, since the alr district didn't want to be accused of curbng
business,

Although other regions have adopted similar approaches, the clean-air market was a
greundbreaking progearm when it was drawn up.
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It tha firsk year, 1994, the pollution allocations ware 15,000 tons higher thap actual
emlzsions. Credits sofd for 25 cents 3 pound. Power plants cancelad Plans to install cakalytic
sorubhbers,

“Power plants dalayed installing pollution controls with the full urderstanding that by 1939
the number of credits available would equal the amizgians,” said Mohsan MNazemi, an air
district compliange officer, "This was predicted In the anrual reports given out every year,”

As power companies began rutning old beiters avertime in 2000, the price of sradits jamped
1,000 parcent,

AES, which has plante in Huntington Beach, Long Bezch and Redords Beach, had the most
unused generator capaclty, maost of it with po pollytion controls. When thay began running
those generators full time, they wera kit hard.

"We went bo go sea the district back in Juns, well before we wera aoing to be out of
complfance, and said, Thera's gonna be & train wreck, what should we do?™ said Mark
Weoodruff, president of AES Southland.

“To comiply webld have required shutting down a large amount of generatlan, That would
have irigaered rolling Blackouts.”

ABS evantually emilted 2,553 tons of HOx |ast year, aceording 1o the records, cormpared with
an allocation of 1,025 tans, After nunhing out of credits, AES paid a record 17 millllan fine.

AES executives said some of the blarme fres with Southern California Edizon, which sald themr
the plants in 1993, But Edison CED Steve Frank sald the utility operated those old boilers
only 20 percznt of the time, durlng peak periods, when RECLATM began, "We had more than
enough MOx credits to cover those plants,”

Dazens of sralier companias fram other industries have been daught by He high costs of
NOx amissions, Fines are rending against 3 hali-dozen smallar bugiresses, including a textile
mitt and twa metal manufacturers,

Ho 6:1&: knows the cost and impact of tha pollution problem. Although the finas and cost of
credits amountad to £142 millian, seme exparts say the cost to catumers might have been
as high @s $1 billlon, bacause of the way the power market worked,

President Seorae W, Bush has critlcized California's envirenmental regulations, saying they
heve exacerbated the energy crigis, Regulators find that frustrating, since the goal of the
clean-air market is o coEnply with federal standards,

"We hawve bean very fiexible," sald wallerstein, the air districk chief, "Thers is no confllet
betwaen air quality and keeping the lights on. .., Or maybe I should say, we've besn able ks
minlmize the confilce,

Walterstein caid pollution From power plants will likely excaed the air district's Ymit again
ks year. Mext vear, and beyond, he believes, the MOx goals wilt be met,

Tor Canaday, the federal Envirenmental Pratection Agency enalnaer who monltors the
basin's pregress, said no one benefts when powar plants must buy credlts at £100,000 3 tor.

"M\,'.r hopa |8 that we can look back twe years from now and say Hhat was an anomaly, we
dealt with It, and now RECLATM i5 golng along fine. It was just a buemip in the road and not
the envirgnment falling to pieces," he sald.

P S anans .-
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Fegional air quaiity officials, responding to the state's energy crigis, have undertaken a
plecemeal rollback of several environmental regulations, and that i gparking the ire of local
envirgnmentallsts.

"The district has undertaken a relaxation of environmental standards that we don't think is
nacessary,” sald Tim Cammichasel, executive directar of the Coalition for Clean Alr. *They are
latting polluters off the hook from previcus commibments.”

Among the regulations being eased are thoge related to the "Reclaim™ emission credit-
trading program, and vetes on the use of backup generators.

"W are taking a wide range of 5teps to provide flexdblilty for Seuthern California to meet its
energy needs whils at the same time ensuring protection of the environment," said Banry
Wallerstein, executive officar of the South Coast Alr Quallty Management District.

The AQMD dedisions come amidst a turipalent political backdvop. Gov, Gray Davis and other
ftate officials have put wonsidarable pressure on envirgmmental agencies o ease up on rules
and procedutes so new power genaration ¢an be brought on line before the expected summer
pawer crunch,

Maarwhile, in Washlngton, President Bush and several mambers of his adminlstration have
btamed strict environments| rules for contributing to the current energy crisis and have
indlcated they are unwilling to Impess any additional emleslon standards on power planks.

Environmental groups, caught off guard by the rapldly aecalating power crisis, have been
slow ko respond to the criticism and thus far have been unable to step local, stake or faderal
offictals from easing up on envirenmental rules.

That was evident at the two most recent manthly mestings of the AQMD' 12-member board
at the agency's Dlamend Bar headquarters, where environmentalists protected in vakn
against the agency's moves.

Those maves have included:
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* Granting AQMD axecutive officer Wallersteln the power b waive rules governing the e of
back-up dizsel generators, allowlng the devices bo operate for up 1o 500 hours & year, instead
of 200 haurs.

* Bxempting power plants from the AQME's amission credit-trading program, known as
Reclaint, which allows gperators of industrial plants to buy ¢radits on the open market in lisy
of maling certain pellation cottral itvectments,

* Evpediting the permitting procese for power plants, putting them ahead of other facilities
seeking permits.

# Reducing the pollution mitigation fees that power plants must pay if they are unahle or

“unwilling to instai] additional emlgsion cantrel eqguipment. One example: allewing AES Corp.'s
Alamitos power plant in Long Beach to pay an % 11 million fée to exceed ite emlsslons cap,
while getling the same relief by purchasing credits on the apen market would have cost many
times that ameunt. : '

* Issulng extra credits for dust, snot and ether particulate matter, 2o that power plants can
continue emltting such poliutants withowt belng out of campliance.

* Lifting &n emissions cap on a Glendale rmynicipal power plant <o that it can increase its
output.

Wallerstein described thess steps as temporary, deslgned to get the region through the next
year or bwo until the power crisls eases.

"Conkrary o what some of our critics are saying, we have existing fexiblliry under the faderal
and state clean air lawe o allow us to move forward with chean power,” Wallzrsteln sald, "ar
the same tirne, we are not altering our long-tarm air quality goals."

Industry representatives have welcomed the ACHMD moves.

"The district acted gquitkly and prudently to deal with this sitvation,” said Robert Wyraan, an
attarney with the dewntows aw firm of Latham & Watking whe represents many of the mafor
ingustrial and aneray facilities in the Raclaim pragram, "By bifurcating the Reclatm markat,
the AQMD has affowed for power ptants to increase their emlsslons witheut drying up the
market for Reclalm credits for other sources In the program,”

But etvirgnmentalists don't see it that way.

"The AGMD is a polttlcal entlty, and right now, they are responding to panic-driven elected
officials In Sacrarments,” said the Coalltlon for Clean Air's Carmichael. " Instead of clearing the
way for more power plants, they should be sarmarking dellars for conservation and the
installation of mare afficient equinment, "

Carmnichaz| said the AQMD's decision bo exempt power plants from the Reclaim program was
parbcularly 1ll-timted.

"Last yaar, privas of Reclaim credits finally rose to the polnt where installing pollution
vontral equipment actually made Anancial sense," he said. "Then, 25 seon as that point was
raached, the AQMD goes and pulls the plug and the prices go down 0 that no one else in the
program has incentive to install conteols.”

The AQMD’s Reclaim program directer, Carol Coy, sald prices for emission reduction credits
did indeed go down after the power plants were exemptad, but they have since gone back up
to levels reached last sumimer, She said an approaching deadline for mesting Reclaim
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targets has left the credits in short supply, driving thelr prlces back up.
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Carmichzel said that his other major conoern |8 with the easing of operating restrictlons on
back-up diesel generators.

~If they stick to the S00-hours-a-year limit, that's QK. Buk my fear |g that wa're gaing to.have
bBuelhagses.-saving, 'This is an emergency thuatIcm and thak the limit WI“ be extended way
beyond 500 houts. And those gemsrabers are ]--rghm;-r pofuting.”

Carmichael said he would vather see the AQMD and state agencies give tax credite for
instailation of energy-saving equipment. "We oyght to Be spending % 10 in conservation far
evary & 1 we spend bullding new power plants or buying additional generators.™
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JIM JENAL, CLEAN AR PROGRAN DIRECT'QR

and
RICHARD TOSHIYUKI DRURY, STAFF ATTORNEY

o ehalf of
CITIZENS TOR A BETTER ENVIRONMENT

to the
CALFCRMA AR RESOURCES BOARD

o
The Resipnal Clean_Air Incentives Marlet — RECLADRM

MARCH 3, 1954

CCBE COMMENT # 94-006
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CBE Conuuent # 91-006 AREB‘s Hearing on RECLAIM
——
j Key Concerns — [

+ RECLAIM iz Not Equivalent to the 1991 AQRP

- RECLATM'S Alleged ‘Fmission Caps” avea byth

- RECLADM iz Wastly Over-Allocated and Getting Warse
« RECLAIM is Not Enforeeable '
« RECTADM Wil Besuli s Severe Job Losses .

v RECTLADM Wil Deiay Attsinment of Healshiul Alr =
v RECLAIM Impermissiply Replaces BARCT with Aggregaie Reductions
« RECLAIM is Unwise, Unwarranied, and Nlegal

" | Recoramendations —

e RECLADN dfust Be Reacted and the 1991 AQMP Reinstated ona Revised and .
Spfficently Expeditiovs Schecule to Recover Time Lost on RECLAIM.
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CBE Commnient # $4-006 ARB’s [earing an RECLAIM

TALLE OF COWNTENTS

()

SPECIFEG COMIAENTS -uven s cossrsrrssssaress s s s s st 28870
ExeeUtive SUFTNIFATY 1o st
Background -

Affaciod rﬂ‘C]i]LIEb

Emissicn Caps .- -
Corplianee mefxa!s — ﬂny Limit Ang T:me? "

Selective Miusirations..

Qiaff EVAIDAEIOTL e crommmnressmsns s ccmsn e sssssasenes
Equizalency ...
Dw—;’iﬂam;zons -
En forcen'eni & Mmm{mng'
Job Loss...

Progress TOIBH’E Mm.nmmt
BARCT Requirements ..

The ARB Must Prepare a Subsequept EIR..

b
=

APPENDIX A — LEFIER me ARE'S MG SCHEIBLE TO SCAQMUNE Tt LEWTS AND

AT LEYDEN, J123E 10, 1993

APPENDIX B — CBE'S COMMENTEON DrAFT RECLAIM RUEES AbrD ENVIRORMENTAL
ASCESSMIENT, JUNE 1253,

ArpErmEx O — CBES COoMMENTS ON [LEVISED RECLAINM RULES AND
ENVIROMMENTAL ASSESEMENT, SEFTEMBER 1993,
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CRE Comment ff 34-006 ATB's Hearing on RECTAIM

Overview

Citizens for o Getter Environment {0 BEY — & pon-profit ennironmental healsh advecacy
group with fifteen-thousand members throughout the state of California — has bean
tracking the devetapment of the so-called Regional Clean Alv Incentives Market
(RECLAD) sinee ils incepticn. During the past year, CBE produced substantial writlen
corpments on the proposed RECLATM rules and environmental aszesement; those

colunients are aitached as appendices B and C. Further, CBE actively participated in the
public heasing process assmciated with RECUAIM s development and encouraged
members of the public to speak oub o the program, generating mode than five
thousand letters o the SCADMD Governing Board in opposition to RECLAIM'S =

adoption.
Despia these efforts, last October the Governing Board turned a deaf ear to the cries of
the public and adopted the pragram presently before you. ifow it is wp o the
California Alr Resources Board to determine if RECT.AIM meassures up to ihe
requiremsns of skabe b,

Degpite the cheerleading of ypour st
muast be disapproved.

aff, the Facts are ¢lear — RECLAINM is illegal and

Specific Comments
Rather then reiferale the argummt_s} reised in our prioT COMIMENLS, this document will
address the specific poiats raised i the skzff report dated February 8 19941

Exeentive Sumimary
The rale of the ARB in reviewing RECLAIM is to determine whether the program
complies with state Jaw.2 Unfartunasely, the tone adopted by ARB staff in the executive
summary is that of advocale, rather than anelyst. For gxample, the staff gushas that
ZRECLAIM is & watershed development in air quality control” that “affers an prderly
systern for reducing emigsions acToss the board.”3 At the very least it remains to be
seep, whether RECLAIM iz a watershed or a washout. hany observers of RECLAIM's
development, including some early supportass, have ebandoned the program as being
unworkeble, wiwiekdy, and fatally flavwed. Yet the staff repart provides no indicaticn
* that such considered opposition exists. By adapting such a partisan stance the staff has

1 Fublic Meeling 4o Cpnsidey Apargval g the Sourh Chast Alp Cualily Management Crigleict’s
Regigmal Cleap Afr Treenti s hiapket, February 8, 1994, at 1. {Hereinafier “skadf Teport.")

] Hesith & Salery Code § 206E6(dI01). Al subsequent statulery citatians refer 1o the Health &
Cafehy code
.3 Staff reparial 1.
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serigusly undermi
eonclesions.

Staff has salted thelr report
exigtence of RECLAIM has a
tJpon what objective data i3 that slatetnenl bazet
by the “sustained pcomomic malaise”
justification for such a claim. Rather, it coraes o

red ite credibility and called into que

witl AumErous u
lsa contributed fave

who are supposed to be poticing the District.

However the staff’s mast 2giegious
“though thers is widespread agreement 1
and tected, some fest thel 21Ty risk is unacce]
hearings o0 RECLAIM whes
one eavirorunenlal, lealth,

adoption — not CBE, not

Berategy Centes not the America
pefense Council -— none nf them:.
uniformly dencun
Ausiry groups tesil
r's adopiion.

pallution trading in conde

Heficiencies. Among the in
majoTity opposed tie prograt
ppinions comprise this suidespread agreemen
Further, it is not that we Jeel that "any risk isw
Lut pather Bhat we knaw that t

epproval of the program UNEOTEESs
the opposition’s well reasoned concerns does Mo

it weakens OUT 2TEUINENIS

RECLAINM is unacceptable be
CBE hopes that this Board will go beyen
and consider this program as weritten. W

in rejecsing REC LAIM,

Rackground

AFFECTED FACILITIES

The staff report misstates the t
adopted, FECLADM included 347 faciiities {af
exclude three municipal electric utitities). Howaver,

e

# 1.8
3 staff report at 3k
& Staff reportal -

e Hhe majoriby of
or cammuniky-
the Coalition for Clean Aire
n Lung Agsociation,
Even environmen
ced RECLATM duz
ng =t the RECLAT

Thus ene is compell
#* to which the staff report alldes?

# ac the staff would suggest,
d by RECLAIM renders

tion of a shraw man to poriray
Ait the staff’s analysis than

-

he threat to public health
szble. The sfaff's c1a2

cause i fails 1o e
d the wis
o are consident that if you

rend associated w
ter the District's Gorverl

gion,E itis h
if a3 yet more c

in the re

grepresentation
hat BECLAIM should be
=& mpparentiy sta

ptable.
4 adoption of

speakers Oppose
based organiza

pose

nsubslantiated clain
rahly to the state”

ARBs Hearing on RECLAIM

sfion the walidily of its

as such ag “the mere
< busingess climate.”?
7 Civen that the statf elsewhera refers
ard to understand the
heerleading from those

orours in the assertion that
tubly iinplemented
ff miszed the public -
the pragran. MNot
Hion supporied RECLATM'S
oot the Labor/Community
not the Natural Resources
tal organizaticuns that faver
toy ifs aumerculs
hearing, the vast
ed to ask, whose

¢ the clear requirements of stale law.
nful thinking espressed by your staff
do, you will join us

ih RECLAIM participation. Ag
rg Board vored 10
gonkrary (i the ctaff's zsseriion that
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CBE Cornent # $4-006 ARDT's Hearing on RECLATM

spany may volu ntarily join the program”’ number of facilities are peliticn ing tre

Districi’s Hearing Bonydd fo gef out of RECLATRA. Alleastone cornpany, D Chemical —

next exactly an unsophisticated erwirnnumental playsr — has already been exempted out
of the program. A significant number of heatings are pending before the Hearing
Zpard, both for the purpose of total exemption as well a8 allocation increases.®

ErassIoN CAVS
Facility specific “emission caps” are ane of the most migleading myths associzted with
RECLAIM. The simple Fack i3 that under RECLAIM, no facility is ever required in
reduce its emissions. Aslongasa comany is wiling to anquire the necessary credits i
may continue ils gmissions ai any bgyel — gven substantially #igher than itz initial .

allocation.
While the staff report doesn't diseuss i, the RECLARM rules allowr credits to be
generated from other, non-RECLATM waverse sources.? Tor example, under Rule 1610,
credits generated from scrapping old cars can be sold to RECLAIM facilities. These
eredits are of guestionable value as the actual emissions from the serapped vehicle are
never measured; yet RECLATM will allow them to be converted into real emission
increases when soid i0 EECLAIM sources. Thus, for example, a claimed emission
decrease of 100 pounds from serapping & far which in fact might have never been
driven engugh Lo emit that amount, will be absolutely converied e 10¢ peunds of
olhugion when s in tle NOx market. Such backdoor credits furiher erode the ability

of RECLAIM to clean the pation's dirtiesk 2ir. -

COMPLIANCE PROTOCOLS — Ay LivaT Axy TME?

The staff report dlithely overslates the zbility of the District to determine compliance
ender RECLADM by elaiming that "lilf any limit is exceeded at any time, fae facility is in
viplztion of its RECLAIM permit."‘ﬂ While techmically correch, the question is whether

pmyone could zctually make such a determination. The District, as previously

docurnented by ARB staiff,11 15 already woefully madequate in itz ability to enforce Ii5

7 Suaff repoit st 4
8 As of 1bis wiiing, at least 10 componies witl be seeking hearings during the first two weeks of
sarch plone. Included in ¢his listare sueh RECLAIN sapporiers &3 Tewadt, Ui AL, and Mobil,

% District staff yefuted to consider obile spuree credils as 2 "askdpor” sourde (or RECLALN

facilities since Lhe cozt per ton for WO
Herever {hat getermination Sgnores
to avoid compliance with Fule 1142 and the

s crecate via maldle souyes was congidered probitatvely exprasive,
imz fact that anany cars will b= serapped for taic WO credits @2
Che credils will come 2long For frez.

10 Giaf repartat 5.
11 e Derspuell

nd i 1 AT
California Ay REspuTc Board, July 1583,
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CBE Comment # 94-006 AFRD's Hearing on RECLAIM

axisting {and presumably well nderstood) rules, Recent Disimct staff layoffs have
further eroded enforcemest abilities. To suggest that RECLAIM will sovnehiow be mors
enforeeable is wishful thinking at best,  This Board shouid demand a more crifical

analysis feanr ARE slaft.

SECECTTVE JLILSTRATIONS

g two figures that are intended to give the impression that
RECLADA performs as well 23 the rules that it is replacing. CBE contends that the
fllustrations provided aré misleading &5 they leave gut the intervening years of 1995 ~

1999, Acrording to CBE'S calculefions, RECLAIM will actually allow for grealer
arnissions in each of those years fhan would the 1581 AP 12 : -

The staff report provide

Staff Fuaheation

EQUIVALENCY

Contrary to the assertion of the steff, RECLAIM is not equivaleat 1o the 1991 AQMP (the
Plan) as that term was intended when AD 1054 was adopted. Indeed, even ARB geaff
BEIEes with this aseertion. I his letter to the Distiict dated June 10, 1953, hMike Scheible
of ARD staff asserted correctly that SRECLATM 18 bess effective than the 1991 ACIME for
every year before 2003, and may be less effective fan corcent Tutes, RECLAIM reduces
W Ox emissicns 21 3 nmach slower pace ttan the rate contained in the AQME72 He goes
on to sizte that “RECLAIM delays the final comphance dates, by an average of sEven
years, fosr WO reduections at SOUIoes subject to rules 110%, 111001, 11102, 1134, znel
1146.1,” noting that fhess rules would require full compliance by Decamber 31, 1995.
Further, according to the Scheible tetter, electric utilities siso “have a relaxed -
compliznce date, of fwo io three years’ i :

tWhile the District made & minor medification fo RECLA 75 pate of reduction betwesn
1994 2nd 2000, the program stilt |2gs behind the reductions promised fo the public when

she 7991 AQMP was adopted. Under AB 1054 the program is iherefore illegal and
rannot be approved by ihis Foard.

1z Spe, CEEs Comppens o Reyised RECLATM Rules and Envipoanments] Assesemept, Septembar ¥,
1943, at 4-5. {AHached hereld as Appondix ) Setalso discussion of equivalency, belowe.

13 “Sngeesied Revitions to RECLAIM pblocation apd Trading Rulcs,” letter fram Mike Srheibla,
ARE staff. 1o [ Lents and el Lesyiden, S0 staff, June 10, 1993 at 3, (Hemeinafter “Schelble letter”

and attached hereto as Appendix A
14 iz
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CBE Commentk # 94-006 ALRBs Hearing ou RECLAIM

5 cail be seen in Figure 1 wlieh follows, RECLALL'S emissions awcead the 1991 AQMD
foy every year of the program excepl 200312

2

45560

40,05

EHBI0 -

25400
20,000
5B
1000

5040
2.8aT ¥ 3
o T i
1954 1285 4053 rza7 L0 1959 T

FIGURE 1. RECLARA'S EXCESS EMISSHONS

District staff has attempted to define away iheir problems with eguivalency by
=dumbing down"” the impact of (he Ptan that this Board approved. Such zophistic
sleight of hand ignores the dlgar command of AB 1054 that & program like RECEADM
raust resuit in equivalent or greater ernission Teductions “rompared with Current
coynmand and control regulations and furere 2ir guality measures inat wondd pihereise
Rave heen adopled as part of Hhe dizrich's plan far itninment. 1% Neither the Districtner the
ARB s permitfed o redefing,-éx post facto and withaut bengfit of public coOmmMEnt, the
ineasures that the Flan weuld have implemnented zbsent the effort expended upoen
RECLADM's development. Rataer, the program mut De evaluzted against those
measures that were in the Flan 25 conditionally approved by this Posrd. Against sucha
standard RECLADM cleasly fils the eguivalency requireent of state taw and therefors

cannot be approved.

15 1B Figure ane illugirales BECLATN'S exogss emistions ag of The Oriober adoption dete. Singe
that tirne, RECLAIM's allocitipns fag 1924 heve increased by meve than 594 for eycle one em panieh, thus
making analigady untenable situatipn even warse, Se¢ Tabie Lin 1he section on dverallacalion, Below.

18 § 39516(cH Y {emphasis added).
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CBE Cowitnent # 94-006 ARB‘s Hearing on RECLAIM

OWVER-AELOCATIENG
Compeunding the gruivatency problem i e issue of over-allpcation of KECLALM
credits (RTCsY in 1994, The staff report acknowledges this concern when it concedes
that RECLAIM's alloration caleulation “produces tatal allocations for MO and S0 in
1994 that exceed the cumulfative levels aclually emitted by RECLATM Eacilities in 1931 or
1992, 7¥ Indeed this over-allacation amounts ko 16% for the N marleet zccording to

the staff reporl.t?

The staff repost glosses over this giveaveay by suggesiing that RECTAIM “provides for

greater cerfainty af compliznge with eciablished AQMP targels.1¥ CEE s not aszurad,
particularly given the present District tendency o allow ever greater starting -

allpcations. The District has ectablished z computetized “butletin board system'” that

allgws the public to peruse REC
ihis data downjoaded from this official Districl source on
Jllocations for the facilities that comprise “cycle one” have i
cince the District’s Governing Poard approved the program 1
surnmarized in the following table:

LAIM's current allocations, Based on CBE's analysis of
February 28, 1994 NOx
nereased more than 5%
n Ockober! The data is

Allacation lncreases — Oolober to February

164 Allocations (tons}
Current Qciober Totat Tons = Coleber Tonsiday Y Increase
149,720 8,751 0E8.88 2.8847 5.17%

TaBLE 1. RECLAIMS OVEAALLOCATION EXPANZICH.

Nearly 1,000 tens of additinnal pollution will be added fo South Crast skies due to
re-allocations that have taken place since adoption, For the mast part these increpses
ocourred without publie scrutiny and witheut benefit of public comment. et it s the
public that wiil be forced 1o breathe this poison fhst the Dictrict has unilaterally decreed

permissibie.

Further, as the ever-mounting wave of requasts for Hearlng Board variances warks its
way through the system, ihe over-allocation proplem can only get werse — as no
company is appraling ko have their allocations reduced.

T8 is 2 program out of congel, and the only way io

Thus even at the putset, RECLA
1 the plug before iraparatle hamiis done.

protect the public's hepzlth s to pua

7 Stalf report at 2.

18 This admission makes it gven harder 1o fathom the 1
suggest that RECLATH ontperioms the AT

. Staf repor 2t 10

haskrations in 1he staff repart that somehoew
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CBE Comment # 94000 ARE's [earing on RECLAIM

Fle skaff concedes that RECTAIN “could rasult in & near-igrm minor delay in emission
reductions from RECLAIM facilities, relalive to what might have heen reatized if
existing rules were implemented on their gstabiished compliance sehedules.” 20 That
* admission should effectively cnd Lhe discussion of this progrant, as it is a concession
of iflegality under AB 1054,
craff, however, is undeferred by ihis faiting and instead asserts that “this effect is
remporaty, will not persist beyond the fiyst fewr years of the program, and will be offset
by the greater reductions achioved under RECLAIM.” The stafi's assertion is patently
false for three reasons. First, the magnitude of the over-allocation problem is grester
than staff acknosvledges and Js continuing b graw. Second, ihe excess ernlssions
llowed uader RECLAIM, compared ta the approved 1991 AGQMY, continue for every
.eaz of the program until 2003. Einally, no “offset” can rake place since, by definition,
PECLATM rannot produre greater reductions than the ACQMP given thai its 2003
endpoint is defined 1o he identical to the AQME. Thus RECLAIN starts off allowing
smore smissions than what actually took place in the Gasin during either 1991 or 1992,
and lags behind the 1931 AP for each and every year af the program except the last.
lians of pounds of addiional pellution inio Ehe
_ air. That pollution witibe inhaled by the peaple whe live in this region - and many of
tharn will get sick, and some of them will die. There is no public health justification for
this program aid this Board raust find it illegal, unwise, and unaeceptadle.

This discrepancy literally vill allow mi

ENFORCEMENT &M ONITORING

CBE belteves RECLAIM fails to provide comparable
5 illegal. The staff report concedes that the use of
e from sialler sourees is not Jasirable; indeed,
the enforceability of the

Contrary to the stefi's assertions,
anforcement and monitoring, thus it
emissinn factors for caleutating emissi
bherause of the imherent errors built ints such estimations,
programis greatly reduced. 2
OFf course, one appreach that would have greatly knproved the eaforceahility of the
program would have been to limit its scope to anly fhoss fzcilities large encugh to
Tearzant the use of cantinuous eMission menitors (RS, That suggesnon was made
by CEE and others to the Digtrict Governing Board bub it was rejecied.

In Vight of the District’s dernoneteated nzbility to adequately enforee it existing rules
{as previously identified by ARE sl this Board would be wise in taking steps f0 limit
the complexity of the REC-LAIM reporting wniverse. The simplest and most effective
approach, af conras, waoutd be for this Board o refect RECLAIN entirely, Short of that,

zh K.
2 Staff roport at 12, Soo, CRE'S Cpmmengs on Draft RECLAIM Rules and Envirggmenta]

. Assegnment, June 25, 1553, a1 6-F. {Attached herncto as Apptndix B

-7
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CE 12 Corvment # 94-006 AltB's Hearing on RECLAIM

~BE would urge the Board to nareow the scope of (e program to those facilities

armitting mose than 100 tons per year of either WO ar 50

JoB LSS
CBE believes that RECLAIM will accelerate job losses in the Basin, and contends &hat a
wery simple mechanism for prevenling such losses hag been repeatecly ignored by the
Diistrict. Accordingly RECLADM i5 illezal under AB 1054,

While the stalf seport finds that RECEAIM will not resuit in greater job Josses thamn
would have nappaned under the existing rules, that aserbon sverlooks 2 fundamentat

aspect of the program — RECLAIM pays marginal companies 1 go out af business. By .
vesting all participating conpanies with credits at the start of the program — before any )
expenditures ave mzde for monitering equipment — a marginzl comnpany i3 given a4
choice: take the credis and cash-out, ar stick around, try to master an extremely
complicated regutatory arena, and pay for the required monitoring eguinment. This
choice provides a power(ul incentive for marginat companies Lo shut their deors and
flee the Basin, taking heir jobs with them.
The staff repori accepts the District's calewlations regarding projected job impacs
without ever divectly addressing this jesua. Two simple steps could have been tzken to
prevent such possible etfects, but bath were rejected. First, the size of the RECLARI
universe could have been Limited to facilities with emissions greater than 180 tong per
sar. Such facilities are unlikely to e motivared by the costs of compliznce with
RECLAIM ner are they gaunted by a complicated regulatory scheme. Serond,
shutdown credits ehould e confiscated by the Dlistrict, at least fof credits that were
initially allocated for free fas opposed to credits & facility had purchased) Oiherwise
companies leaving Be Basin are ghven a poliution windfall couriesy of the District. &
[f the District were sericus about preventing job losses induced by RECLAIM it wold
have adopted beth of those suggestions. Its failure 0 do 2o underscores RECLADM'S
“dirty litthe secret” — the pragraim is expected 1o provide chear credits 1o polluters Oy
allgwing them to cash-in on cornpanies that go out of business. Such a dependence is
illzgal under AB 1054 zrd should not be allowed. :

PROGRESSE TOWARD ATTADNMENT
tfnder state Javwr, RECLAIM may not “n any manner delay, posiponé, oo altherwise
inder district compliance with” the California Clean Ajr Act (CoAaA) The ziaff
report contends that the Plan approved by his Eoard in October of 1992 met the Flan's
regairements. While CBE disagrees 25 fo the adequady of the 1391 Plan, i is ¢lear that

s “Fhe DHoirict has taken paing Lo atlempt to define BTCs as semething ather than a property
inferest in arder o avoid potential constinstional “tekings” Iasucs Agsuming that definition BCVIVES
judicial soruting there wguld be ne legal impddiment 1 confiscation of RTCS.

22 § 30816 HEN
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wECLAIM falks short of the paductions that the

2£RB slaff cancedes.

RECLAIM'S 2xCess {and ever g
seduction and greatar urcertain

rogram will telay,

arcordingly the progradii isi

BARCT REQUIREMENTS
(Califosnia law requires “the use of bast avail
cources” of poilution. BARCT is defined a5 "a
the maximum degree of red
energy, and economic 1MNpac
California law, districts ave 16
ceduction achievable for each
Hiat such an emiss:ca limitation be appl

CBE Comment ¥ E-(0G

egal and must

class or cate

uction achievable,
ts by each class
guired to determi

et

AR Hearing on RLCLAIM

Plan would have atlainegd — as indeed

renwing) allocations in 1994 coupled with a slower rate of
ty a¢ to actual emigsion reductions guarantees that the
postpone and inder compliance with CCAA standards.

e rejected. e

.

de retrofit control technolOgy for existing
1 emission Himitation that is oagsed on
saking into account gnvirorunental, -
ar casegary of sourea. B Thus, under
e the maximuwn degree of emnission
gory of pollution saures and to then requivd
jmd to zll such existing sowices of pollution

expeditionsty.
f}‘ The impact of this legal Lol 1 is clear — for each class or caiegory of pollution
o . s gource, the most stringent ackievzlle reduction st be Getermined and applied. Y&t
.5 under RECTALN, somne existing soUrces of pollution will #ewer he regquiterd to apply o
g P o Pply &y

<5, &

The staff report claims that the
manner by which compliance wi
disagrees. The cleat intent of 1
ermissions to 1ihe maximum degs

emissiohn reductions whatsoeier.
suaranteed ennission reductons that wao
requining aenigvable controls on guigting po
“ samrehaw, on an Eggregare basi
< reduction will aoout That is notw
BARCT provisien
th an emission limi

RECLAINM asks
uld have been secvred by jdentifying 2nd
Taticn seurces, for the vague assurance that
5 for the Dasin a8 2 whole, an equivalsnt level af
hat the Jaw demands.

3 in state laww “do not restrict he
ration is to be determiped.” % [CBE
2 law 1s o require all existing sources to reduce their
e achievalle RECLAIM's failure to comply with that

the breathing public o exchange

rexquirerrent renders it ilegal. -

The ARE Must Prepare 4 Subsequent EIR.

Eecause of the substantial changes that have been made to the RECLADM program
betwesn the time of fhe last draft and final environmental fmpacts reports (EIR}, it iz
clgar ihet the ARE, a8 2 respongible agendy. must prepare and pirculate For public
comment a subseguent EIR (SEIR). When a project is changed substantially after
certification of the final ETR (FEIR), a new EIR must be prepared. Coneerned Citizens of

e
23 £ 404400EN 1. Bect available cebodit control technalogy is commanly referred to as BARCT.-

= £ 47406,

| Staff repart at 35

PAReg XX/ PRs 1631, 1632, 1633, 2507

H-3-37

May 2001



Final EA — Appendix H

CTE Conunent # OE-Glo

costa Mase v, 32nd Dist. Agric. Assoc.
cryirguinental Quality At (CEQAY requirament ap
responslble AEENCies, such a8 the ARE CEQA S

5 15162

ZECLAIM has changed gupstantialiy sinc
of the District's adoption of Fhe program.
teen excluded from the program
svaiiabie EIR. Perhaps most signi
allacations for cyche ond facilities by D% over t
last EIR. This means even mars pollution will be entering
Jungs of Scuth Coast residents than was deseribed in the la
considered by the Disteict Board.
CECA, the ARE must prepase and girculate a su

2dditional pollution and is potential ervironmental and p
5 which have been made fo 1

as any other significans change
the Last EMR.

Conclusion

" The report prepared for 1his Board by its staff
wne, cheering on a program that shoubd be a
Even so, the report edmits in nurmeraus place
rander it ilegal. Unfortunately, despite those 2

oved, warts and &1l

stian of maviefing the very peison

as 25% here in the Los Angeles

{ is a0 fundamentally

have abandoned it. We urge you todo

unwarranted, 2nd ilegal.

k toward 2chieving healthful aif in

he shelved AOQMP

RECLAIM should spmehoy! B8 aPPH

| CBE dizagrees. Whilewe fundamentally oppose e n
that reduces the lung capadiiy of children by 2
basim, CBE would encourage this Board 1o consi
flawed that gven supporien of pollution trading
likewise and ko refect RECLAD as unwise,

Basin back on fral

ivect the District fo bring back t

d 2nd expeditious schedule.

In erder to put the Seuth Coast Ajr
our lifetime, this Board thould o

eontrol measures oo a newly revise

, despite
freantiy,

Ny

ALRBs Heating on RECLAIN

AL a respoast

=10~

e the drefting of
Ag wentoned above, three Ly 1
their inclusion in the

the District has ancreass

ha Cictober allocalicns cont
the Los Angeles skies and fhe

sl EIR and than was -

ble agency within the meaning of

bsggquent EIR considering this

wblic health iepacts, a8 well
he RECLAIM program singe

nalyzed int a mar
s {hat RECLAM
dmissions, the siaff rep

42 Cal. 3d 928 (1788).

der shef RECL AR

Thisz California
o both lead agencies, and to
4 71692.1; CEQA Guidelines

the FEIR, and since the tine
tilities have
anaiysis in the fast
A initial RECLAIM
sined M the

has unlortunately adopted 2 partisan
e dispassionate inanner.
ic deficient in ways that
art concludes that
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Letter fromx ARB’s Mike 3 cheible to SCAQMIDY's Jim

Appendix A — T ents and Pat Leyden, Tune 10, 1993.

Letter Not Included
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t RECLAIM Rules and

‘ menis on Tiraf
— CBE% Com June 15393.

dix B
Appen Environmental Assessment,

Letter Not Included
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Appendix C— CBE's Comments on Revised RECLAIM Rules and
¥ Environmental Assessment, September 1993.

Letter Not Included : ,
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COMMENT LETTER 3
Communities for a Better Environment
April 27, 2001

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

! 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.
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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 [839616(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 [839616(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
[839616(c)(2)].

e. RECLAIM has successfully promoted, and even required, privatization of
compliance and the availability of electronic data. For example, periodic
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third-party source tests are required for large NOXx 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 840920(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.

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
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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.

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-1SO 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
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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.

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.

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.

% 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.
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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 NOXx 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 MSERC:s 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 NOXx 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 NO, 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.

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
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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 NOXx 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
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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.

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.

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.

The commentator asserts that the inclusion of MSERCs and ASCs into the
RECLAIM program violates Health & Safety Code 839616(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
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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 839616(c), it is necessary to
harmonize the statutory provisions with other statutes dealing with the same
subject matter. Health & Safety Code 840440.1 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.
(840440.1(a).) Therefore, Health & Safety Code 839616 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.

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
8173(a)(1)(A), which does not specify that all offsets must be from stationary
sources. Moreover, 8173(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.

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
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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.

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

® 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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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.

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.

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
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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.

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
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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 NOXx
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.

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
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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.

As indicated in response to comment #3-5, the Draft EA included a range of
reasonable alternatives as required pursuant to CEQA Guidelines 815126.6(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 815126.6(c)).
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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
8840919 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
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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.

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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