@ South Coast
4 Air Quality Management District
21865 Copley Drive, Diamond Bar, CA 91765-4178

(909) 396-2000 * www.aqmd.gov

BOARD MEETING DATE: March 3, 2017 AGENDA NO. 38
REPORT: Annual RECLAIM Audit Report for 2015 Compliance Year
SYNOPSIS: The annual report on the NOx and SOx RECLAIM program is

prepared in accordance with Rule 2015 - Backstop Provisions. The
report assesses emission reductions, availability of RECLAIM
Trading Credits (RTCs) and their average annual prices, job
impacts, compliance issues, and other measures of performance for
the twenty-second year of this program. In addition, recent trends
in trading future year RTCs are analyzed and presented in this
report. Further, a list of facilities that did not reconcile their
emissions for the 2015 Compliance Year is included with the
report.

COMMITTEE: Stationary Source, February 17, 2017, Reviewed

RECOMMENDED ACTION:
Approve the attached annual report.

WayQ Nastri

Executive Officer
LT:DL

Background

The Board adopted the RECLAIM program on October 15, 1993 to provide a more
flexible compliance program than command-and-control for specific facilities, which
represent SCAQMD’s largest emitters of NOx and SOx. Although RECLAIM was
developed as an alternative to command-and-control, it was designed to meet all state
and federal Clean Air Act and other air quality regulations and program requirements,
as well as a variety of performance criteria in order to ensure public health protection,
air quality improvement, effective enforcement, and the same or lower implementation
costs and job impacts. RECLAIM is what is commonly referred to as a “cap and trade”
program. Facilities subject to the program were initially allocated declining annual
balances of RECLAIM Trading Credits (RTCs, denominated in pounds of emissions in
a specified year) based upon their historical production levels and upon emissions



factors established in the RECLAIM regulation. RECLAIM facilities are required to
reconcile their emissions with their RTC holdings on a quarterly and annual basis (i.e.,
hold RTCs equal to or greater than their emissions). These facilities have the flexibility
to manage how they meet their emission goals by installing emission controls, making
process changes or trading RTCs amongst themselves. RECLAIM achieves its overall
emission reduction goals provided aggregate RECLAIM emissions are no more than
aggregate allocations.

RECLAIM Rule 2015 - Backstop Provisions requires SCAQMD staff to conduct annual
program audits to assess various aspects of the program and to verify that program
objectives are met. SCAQMD staff has completed audits of facility records and
completed the annual audit of the RECLAIM program for Compliance Year 2015
(which encompasses the time period for Cycle 1 from January 1, 2015 to December 31,
2015 and for Cycle 2 from July 1, 2015 to June 30, 2016). Based on audited emissions
in this report and previous annual reports, SCAQMD staff has determined that
RECLAIM met its emissions goals for Compliance Year 2015, as well as for all
previous compliance years with the only exception of NOx emissions in Compliance
Year 2000. For that year, NOx emissions exceeded programmatic allocations (by 11%)
primarily due to emissions from electric generating facilities during the California
energy crisis. For Compliance Year 2015, audited NOx emissions were 25% less than
programmatic NOx allocations and audited SOx emissions were 26% less than
programmatic SOx allocations.

Audit Findings
The audit of the RECLAIM Program’s Compliance Year 2015 and trades of RTCs that
occurred during calendar year 2016 show:

e Overall Compliance — Audited NOx and SOx emissions from RECLAIM facilities
were significantly below programmatic allocations.

e Universe — The RECLAIM universe consisted of 272 facilities as of June 30, 2015.
One facility was included, no facility was excluded, and five facilities in the
RECLAIM universe shut down during Compliance Year 2015. Thus, 268 facilities
were in the RECLAIM universe on June 30, 2016, the end of the Compliance Year
2015.

One facility was newly included in NOx RECLAIM because they reported NOx
emissions from permitted sources in excess of four tons a year. Of the five facilities
that shut down, one facility sold its brand and demolished the facility, and two other
facilities consolidated their operations into other company-owned RECLAIM
facilities. The fourth facility cited more attractive utility of land and resources, cost
of meeting air pollution regulations, including RECLAIM, Rule 1156 and the
SCAQMD compliance burden, and an unfriendly business environment as the
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reasons for shutdown. Finally, the fifth facility sold both their equipment and
property. Staff attempted to contact its parent company for a more descriptive
reason for the shutdown, but received no response.

Facility Compliance — The vast majority of RECLAIM facilities complied with their
allocations during the 2015 compliance year (94% of NOx facilities and 97% of SOx
facilities). Eighteen facilities (six percent of total facilities) exceeded their
allocations (17 facilities exceeded their NOx allocations, and one facility exceeded
its SOx allocation) during Compliance Year 2015. The 17 facilities that exceeded
their NOx allocations had total NOx emissions of 387.1 tons and did not have
adequate allocations to offset 45.7 of those tons. The exceedances represent 0.47%
of total RECLAIM NOx universe allocations and 11.8% of total NOx emissions
from the 17 facilities. The one SOx facility that exceeded its SOx allocation had
total SOx emissions of 2.7 tons and did not have adequate allocations to offset 0.2
tons. This exceedance represents 0.01% of total RECLAIM SOx universe
allocations and 7.4% of total SOx emissions from this facility. Pursuant to Rule
2010(b)(1)(A), all 18 facilities had their respective exceedances deducted from their
annual allocations for the compliance year subsequent to SCAQMD’s determination
that the facilities exceeded their Compliance Year 2015 allocations.

Job Impacts — Based on a survey of the RECLAIM facilities, the RECLAIM
program had minimal impact on employment during the 2015 compliance year,
which is consistent with previous years. RECLAIM facilities reported an overall net
gain of 1,329 jobs, representing 1.21% of their total employment. One of the five
RECLAIM facilities that shut down during Compliance Year 2015 cited RECLAIM
as a contributing factor to the decision to shut down. No other facilities reported a
gain or loss of jobs due to RECLAIM. The job loss and job gain data are compiled
strictly from reports submitted by RECLAIM facilities, and SCAQMD staff is not
able to verify the accuracy of the reported job impacts data.

Trading Activity — The RTC trading market activity during calendar year 2016 was
lower in terms of number of trades (by 7%), lower with respect to volume (by 31%),
and significantly lower with respect to total value (by 40%) when compared to
calendar year 2015. A total of over $1.47 billion in RTCs has been traded since the
adoption of RECLAIM, of which $118.6 million occurred in calendar year 2016
(compared to $197.1 million in calendar year 2015), excluding swaps. In calendar
year 2016, there was a set of four trades between a RECLAIM facility that had
discontinued its cement manufacturing operations, and its wholly-owned subsidiary.
These trades were not at arms-length and RTC prices were set arbitrarily. As a
result, they were excluded from RTC average price computations.



The annual average prices of discrete-year NOx and SOx RTCs for Compliance
Years’ 2015, 2016, and 2017 and infinite-year block (IYB) NOx and SOx RTCs
traded in calendar year 2016 (excluding trades that were not at arms-length) were
below the applicable review thresholds for average RTC prices. The annual average
prices of RTCs traded during calendar years 2015 and 2016 are summarized and
compared to the applicable thresholds in Tables 1 and 2 below:

Table 1 — Average Prices for Discrete-Year RTCs Traded during Calendar Years

2015 and 2016
Average Price Review Thresholds
($/ton) ($/ton)
Health and
Year 2014 2015 2016 2017 Rule 2015 | Safety Code
Traded | NOx RTC NOx RTC NOx RTC NOx RTC (b)(6) §39616(f)
2015 $1,039 $1,642 $2,833 $4,020
2016 $1,626 $2,932 $6,606 $15,000 $42.627
Health and
Year 2014 2015 2016 2017 Rule 2015 | Safety Code
Traded | SOx RTC SOx RTC SOx RTC SOx RTC (b)(6) §39616(f)
2015 $483 $380 None traded | None traded
2016 $540 $1,255 None traded $15,000 $30,691

Table 2 — Average Prices for [IYB RTCs Traded during Calendar Years 2015 and

2016
Average Price ($/ton) Review Threshold ($/ton)
RTCs Traded in 2015 Traded in 2016 [Health and Safety Code §39616(f)]
NOx $199,685 $380,057 $639,399
SOx $53,665 $50,000 $460,367

e Role of Investors — Investors were active in the RTC market. Based on both overall
trading values and volume of NOx trades with price, investors’ involvement in 2016
was less when compared to calendar year 2015. However, with respect to value and
volume of SOx trades with price, investors’ involvement increased. Investors were
involved in 137 of the 196 discrete NOx trades with price, and 6 of the 8 discrete
SOx trades with price. With respect to I'YB trades, investors’ participation was
significant and investors were involved with 16 of 20 I'YB NOx trades with price,
and the one I'YB SOx trade with price. Compared to calendar year 2015, investor
holdings of total [YB NOx RTCs and I'YB SOx RTCs increased from 1.9% to 3.1%

for IYB NOx RTCs, and from 3.3% to 5.0% for IYB SOx RTCs at the end of

calendar year 2016. Investors purchase RTCs, but are not RECLAIM facilities or
brokers. (Brokers typically do not purchase RTCs, but facilitate trades.)




e Other Findings — RECLAIM also met other applicable requirements including
meeting the applicable federal offset ratio under New Source Review and having no
significant seasonal fluctuation in emissions. Additionally, there is no evidence that
RECLAIM resulted in any increase in health impacts due to emissions of air toxics.
RECLAIM facilities and non-RECLAIM facilities are subject to the same
requirements for controlling air toxic emissions.

Attachment
Annual RECLAIM Audit Report for 2015 Compliance Year
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ANNUAL RECLAIM AUDIT

LIST OF ABBREVIATIONS

AAQS Ambient Air Quality Standards
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EDR Electronic Data Reporting

EGF Electricity Generating Facility
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IYB RTC Infinite-Year Block RECLAIM Trading Credit
LAER Lowest Achievable Emission Rate

LAP Laboratory Approval Program

MDP Missing Data Procedures

MRR Monitoring, Reporting and Recordkeeping
MSERC Mobile Source Emission Reduction Credit
NAAQS National Ambient Air Quality Standards

NNI No Net Increase

NOXx Oxides of Nitrogen

NSR New Source Review

oDC Ozone Depleting Compound

OEHHA Office of Environmental Health Hazard Assessment
QCER Quarterly Certification of Emissions Report
PPA Purchase Power Agreement

RACT Reasonably Available Control Technology
RATA Relative Accuracy Test Audit

RECLAIM REgional CLean Air Incentives Market

RTC RECLAIM Trading Credit

RTU Remote Terminal Unit

SCAQMD South Coast Air Quality Management District
SIP State Implementation Plan

SOx Oxides of Sulfur

SOON Surplus Off-Road Opt-In for NOx

SSC Stationary Source Committee

TAC Toxic Air Contaminant

USEPA United States Environmental Protection Agency
VOC Volatile Organic Compound

WATERS Web Access To Electronic Reporting System
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ANNUAL RECLAIM AUDIT

EXECUTIVE SUMMARY

Introduction

The South Coast Air Quality Management District (SCAQMD) Governing Board
adopted the REgional CLean Air Incentives Market (RECLAIM) program on
October 15, 1993. The RECLAIM program represented a significant departure
from traditional command-and-control regulations. RECLAIM'’s objective is to
provide facilities with added flexibility in meeting emissions reduction
requirements while lowering the cost of compliance. This is accomplished by
establishing facility-specific emissions reduction targets without being
prescriptive regarding the method of attaining compliance with the targets. Each
facility may determine for itself the most cost-effective approach to reducing
emissions, including reducing emissions at their facility, and/or purchasing
RECLAIM Trading Credits (RTCs) from other RECLAIM facilities, or from other
RTC holders.

Rule 2015 - Backstop Provisions includes provisions for annual program audits
focusing on specific topics, as well as a one-time comprehensive audit of the
program’s first three years, to ensure that RECLAIM is meeting all state and
federal requirements and other performance criteria. Rule 2015 also provides
backstop measures if the specific criteria are not met. This report constitutes the
Rule 2015 annual program audit report for Compliance Year 2015 (January 1
through December 31, 2015 for Cycle 1 and July 1, 2015 through June 30, 2016
for Cycle 2 facilities). This annual audit report covers activities for the twenty-
second year of the program.

Chapter 1: RECLAIM Universe

When RECLAIM was adopted in October 1993, a total of 394 facilities were
identified as the initial “universe” of sources subject to the requirements of
RECLAIM. From program adoption through June 30, 2015, the overall changes
in RECLAIM participants were 130 facilities included into the program, 70
facilities excluded from the program, and 182 facilities ceased operation. Thus,
the RECLAIM universe consisted of 272 active facilities at the end of Compliance
Year 2014 (December 31, 2014 for Cycle 1 facilities and June 30, 2015 for Cycle
2 facilities). During Compliance Year 2015 (January 1, 2015 through December
31, 2015 for Cycle 1 facilities and July 1, 2015 through June 30, 2016 for Cycle 2
facilities), one facility was included into the RECLAIM universe, no facility was
excluded, and five facilities (one facility in both the NOx and SOx universes and
four in the NOx universe only) shut down and are no longer in the active
RECLAIM universe. These changes resulted in a net decrease of four facilities in
the universe, bringing the total number of active RECLAIM facilities to 268 as of
the end of Compliance Year 2015.

Chapter 2: RTC Allocations and Trading

On November 5, 2010, the Governing Board adopted amendments to SOx
RECLAIM to phase in SOx reductions beginning in Compliance Year 2013 and
full implementation in Compliance Year 2019 and beyond. The amendments will
result in an overall reduction of 48.4% (or 5.7 tons/day) in SOx allocations when
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ANNUAL RECLAIM AUDIT

fully implemented (Compliance Year 2019 and beyond). For Compliance Year
2015, the third year of implementation, the SOx allocation supply was reduced by
34% (or 4.0 tons/day, which is the same reduction as the previous compliance
year) to 2,839 tons. There was no programmatic allocation reduction in NOx
RTCs during Compliance Year 2015. However, on December 4, 2015, the
Governing Board adopted amendments to NOx RECLAIM to phase in additional
NOx reductions which began in Compliance Year 2016 and continue through
Compliance Year 2022. The amendment will result in an overall NOx reduction
of 45% (or 12 tons/day) when fully implemented for Compliance Year 2022 and
beyond.

The overall NOx RTC supply increased by 11.6 tons and the SOx RTC supply
decreased by 3.7 tons during Compliance Year 2015. These changes were due
to allocation adjustments for clean fuel production pursuant to Rule 2002(c)(12).

In calendar year 2016, there was a set of four trades between a RECLAIM facility
that had discontinued its cement manufacturing operations, and its wholly-owned
subsidiary. These trades were not at arms-length and RTCs prices were set
arbitrarily. As a result, they were considered as “swap trades" and were
excluded from RTC average price computations. During calendar year 2016,
there were 329 RTC trade registrations with a total value of $118.6 million traded,
excluding the values reported for swap trades.

Since the inception of the RECLAIM program in 1994, a total value of over $1.47
billion dollars has been traded in the RTC trading market, excluding swap trades.
RTC trades are reported to SCAQMD as either discrete-year RTC trades or
infinite-year block (IYB) trades (trades that involve blocks of RTCs with a
specified start year and continuing into perpetuity). In terms of volume traded in
calendar year 2016, a total of 2,173 tons of discrete-year NOx RTCs, 617 tons of
discrete-year SOx RTCs, 613 tons of [YB NOx RTCs and 392 tons of IYB SOx
RTCs were traded. The RTC trading market activity decreased during calendar
year 2016 compared to calendar year 2015, in terms of number of trades (by
7%), in total volume excluding swaps (by 31%), and in total value excluding
swaps (by 40%).

The annual average prices of discrete-year NOx RTCs traded during calendar
year 2016 were $1,626, $2,932, and $6,606 per ton for Compliance Years’ 2015,
2016, and 2017 RTCs, respectively. The annual average prices for discrete-year
SOx RTCs traded during the same period were $540 and $1,255 per ton for
Compliance Years’ 2015 and 2016 RTCs, respectively.

Prices for discrete-year NOx and SOx RTCs for all compliance years are still well
below the $42,627 per ton of NOx and $30,691 per ton of SOx discrete-year
RTCs pre-determined overall program review thresholds established by the
Governing Board pursuant to Health and Safety Code §39616(f), as well as the
$15,000 per ton threshold pursuant to Rule 2015(b)(6).

The annual average price during calendar year 2016 for IYB NOx RTCs was
$380,057 per ton and the annual average price for IYB SOx RTCs was $50,000
per ton. Therefore, annual average IYB RTC prices did not exceed the $639,399
per ton of [YB NOx RTCs or the $460,367 per ton of IYB SOx RTCs pre-
determined overall program review thresholds established by the Governing
Board pursuant to Health and Safety Code §39616(f).
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Investors were again active in the RTC market during calendar year 2016. They
were involved in 137 of the 196 discrete-year NOx trade registrations and six of
the eight discrete-year SOx trade registrations with price. Investors were also
involved in 16 of 20 IYB NOx and the one IYB SOx trade with price. Investors
were involved in 63% of total value and 62% of total volume for discrete-year
NOx trades, and 64% of total value and 54% of total volume for discrete-year
SOx trades. In addition, investors were involved in 25% of total value and 19%
of total volume for IYB NOx trades with price. An investor was involved in the
sole IYB SOx trade with price. At the end of calendar year 2016, investors’
holdings of IYB NOx RTCs and IYB SOx RTCs were significantly higher at 3.1%
and 5.0% of the total RECLAIM RTCs, respectively, compared to that of calendar
year 2015.

Chapter 3: Emission Reductions Achieved

For Compliance Year 2015, aggregate NOx emissions were below total
allocations by 25% and aggregate SOx emissions were below total allocations by
26%. No emissions associated with breakdowns were excluded from
reconciliation with facility allocations in Compliance Year 2015. Accordingly, no
mitigation is necessary to offset excluded emissions due to approved Breakdown
Emission Reports. Therefore, based on audited emissions, RECLAIM achieved
its targeted emission reductions for Compliance Year 2015. With respect to the
Rule 2015 backstop provisions, Compliance Year 2015 aggregate NOx and SOx
emissions were both well below aggregate allocations and, as such, did not
trigger the requirement to review the RECLAIM program.

Chapter 4: New Source Review Activity

The annual program audit assesses New Source Review (NSR) activity from
RECLAIM facilities in order to ensure that RECLAIM is complying with federal
NSR requirements and state no net increase (NNI) in emissions requirements
while providing flexibility to facilities in managing their operations and allowing
new sources into the program. In Compliance Year 2015, a total of five NOx
RECLAIM facilities had NSR NOx emission increases, and one SOx RECLAIM
facility had an NSR SOx emission increase due to expansion or modification.
Consistent with all prior compliance years, there were sufficient NOx and SOx
RTCs available to allow for expansion, modification, and modernization by
RECLAIM facilities.

RECLAIM is required to comply with federal NSR emissions offset requirements
at a 1.2-to-1 offset ratio programmatically for NOx emission increases and a 1-to-
1 offset ratio for SOx emission increases on a programmatic basis. In
Compliance Year 2015, RECLAIM demonstrated federal equivalency with a
programmatic NOx offset ratio of 39-to-1 and SOx offset ratio of 4,112-to-1 based
on the compliance year’s total unused allocations and total NSR emission
increases for both NOx and SOx. RECLAIM inherently complies with the
federally-required 1-to-1 SOx offset ratio for any compliance year, provided
aggregate SOx emissions under RECLAIM are lower than or equal to aggregate
SOx allocations for that compliance year. As shown in Chapter 3, there was no
programmatic SOx exceedance during Compliance Year 2015. In fact, there was
a surplus of SOx RTCs. Therefore, RECLAIM more than complied with the
federally-required SOx offset ratio and further quantification of the SOx offset
ratio is unnecessary. Compliance with the federally-required offset ratio also
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demonstrates compliance with any applicable state NNI requirements for new or
modified sources. In addition, RECLAIM requires application of, at a minimum,
California Best Available Control Technology (BACT), which is at least as
stringent as federal Lowest Achievable Emission Rate (LAER). The same BACT
guidelines are used to determine applicable BACT to RECLAIM and non-
RECLAIM facilities.

Chapter 5: Compliance

Of the 282 NOx RECLAIM facilities audited during Compliance Year 2015, a total
of 265 facilities (94%) complied with their NOx allocations, and 32 of the 33 SOx
facilities (97%) complied with their SOx allocations. Eighteen facilities exceeded
their allocations (17 facilities exceeded their NOx allocations, and one facility
exceeded its SOx allocation) during Compliance Year 2015. The 17 facilities that
exceeded their NOx allocations had aggregate NOx emissions of 387.1 tons and
did not have adequate allocations to offset 45.7 tons (or 11.8%) of their
combined emissions. The one SOx facility that exceeded its SOx allocation had
total SOx emissions of 2.7 tons and did not have adequate allocations to offset
0.2 tons (or 7.4%). The NOx and SOx exceedance amounts are relatively small
compared to the overall NOx and SOx allocations for Compliance Year 2015
(0.47% of total NOx allocations and 0.01% of total SOx allocations). The
exceedances from these facilities did not impact the overall RECLAIM emission
reduction goals. Pursuant to Rule 2010(b)(1)(A), these facilities had their
respective exceedances deducted from their annual allocations for the
compliance year subsequent to the date of SCAQMD’s determination that the
facilities exceeded their Compliance Year 2015 allocations. The overall
RECLAIM NOx and SOx emission reduction targets and goals were met for
Compliance Year 2015 (i.e., aggregate emissions for all RECLAIM facilities were
well below aggregate allocations).

Chapter 6: Reported Job Impacts

This chapter compiles data as reported by RECLAIM facilities in their Annual
Permit Emissions Program (APEP) reports. The analysis focuses exclusively on
job impacts at RECLAIM facilities and determination if those job impacts were
directly attributable to RECLAIM as reported by those facilities. Additional
benefits to the local economy (e.g., generating jobs for consulting firms, source
testing firms and CEMS vendors) attributable to the RECLAIM program, as well
as factors outside of RECLAIM (e.g., the prevailing economic climate), impact the
job market. However, these factors are not evaluated in this report. Also, job
losses and job gains are strictly based on RECLAIM facilities’ reported
information. SCAQMD staff is not able to independently verify the accuracy of
the reported job impact information.

According to the Compliance Year 2015 employment survey data gathered from
APEP reports, RECLAIM facilities reported a net gain of 1,329 jobs, representing
1.21% of their total employment. One of the five RECLAIM facilities that shut
down during Compliance Year 2015 cited RECLAIM as a factor contributing to
the decision to shutdown. No other facilities reported any gain or loss of jobs due
to RECLAIM.
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Chapter 7: Air Quality and Public Health Impacts

Audited RECLAIM emissions have been in an overall downward trend since the
program’s inception. Compliance Year 2015 NOx emissions decreased 2.7%
relative to Compliance Year 2014, and Compliance Year 2015 SOx emissions
were 3.7% less than the previous year. Quarterly calendar year 2015 NOx
emissions fluctuated within 10% of the mean NOx emissions for the year.
Quarterly calendar year 2015 SOx emissions fluctuated within seven percent of
the year’'s mean SOx emissions. There was no significant shift in seasonal
emissions from the winter season to the summer season for either pollutant.

The California Clean Air Act (CCAA) required a 50% reduction in population
exposure to ozone, relative to a baseline averaged over three years (1986
through 1988), by December 31, 2000. The Basin achieved the December 2000
target for ozone well before the deadline. In calendar year 2016, the per capita
exposure to ozone (the average length of time each person is exposed)
continued to be well below the target set for December 2000.

Air toxic health risk is primarily caused by emissions of certain volatile organic
compounds (VOCs) and fine particulates, such as metals. RECLAIM facilities
are subject to the same air toxic, VOC, and particulate matter regulations as
other sources in the Basin. All sources are subject, where applicable, to the NSR
rule for toxics (Rule 1401 and/or Rule 1401.1). In addition, new or modified
sources with NOx or SOx emission increases are required to be equipped with
BACT, which minimizes to the extent feasible the increase of NOx and SOx
emissions. RECLAIM and non-RECLAIM facilities that emit toxic air
contaminants are required to report those emissions to SCAQMD. Those
emissions reports are used to identify candidates for the Toxics Hot Spots
program (AB2588). This program requires emission inventories and, depending
on the type and amount of emissions, facilities may be required to do public
notice and/or prepare and implement a plan to reduce emissions. There is no
evidence that RECLAIM has caused or allowed higher toxic risk in areas
adjacent to RECLAIM facilities.
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INTRODUCTION

The South Coast Air Quality Management District (SCAQMD) REgional CLean
Air Incentives Market (RECLAIM) program was adopted in October 1993 and
replaced certain command-and-control rules regarding oxides of nitrogen (NOx)
and oxides of sulfur (SOx) with a new market incentives program for facilities that
meet the inclusion criteria. The goals of RECLAIM are to provide facilities with
added flexibility in meeting emissions reduction requirements while lowering the
cost of compliance. The RECLAIM program was designed to meet all state and
federal Clean Air Act (CAA) and other air quality regulations and program
requirements, as well as various other performance criteria, such as equivalent
or better air quality improvement, enforcement, implementation costs, job
impacts, and no adverse public health impacts.

Since RECLAIM represents a significant change from traditional command-and-
control regulations, RECLAIM rules include provisions for program audits in order
to verify that the RECLAIM objectives are being met. The rules provide for a
comprehensive audit of the first three years of program implementation and for
annual program audits. The audit results are used to help determine whether any
program modifications are appropriate. SCAQMD staff has completed the initial
tri-annual program audit and each individual annual program audit report through
the 2015 Compliance Year Audit.

This report presents the annual program audit and progress report of RECLAIM’s
twenty-second compliance year (January 1 through December 31, 2015 for Cycle
1 and July 1, 2015 through June 30, 2016 for Cycle 2 RECLAIM facilities), also
known as Compliance Year 2015. As required by Rule 2015(b)(1) — Annual
Audits, this audit assesses:

Emission reductions;

Per capita exposure to air pollution;

Facilities permanently ceasing operation of all sources;

Job impacts;

Annual average price of each type of RECLAIM Trading Credit (RTC);
Availability of RTCs;

Toxic risk reductions;

New Source Review permitting activity;

Compliance issues, including a list of facilities that were unable to
reconcile emissions for that compliance year;

Emission trends/seasonal fluctuations;

Emission control requirement impacts on stationary sources in the
program compared to other stationary sources identified in the Air Quality
Management Plan (AQMP); and

Emissions associated with equipment breakdowns.

The annual program audit report is organized into the following chapters:
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