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Chapter 1 Background

INTRODUCTION

In March 2017, the SCAQMD adopted the Final 2016 Air Quality Management Plan (2016
AQMP) which includes a series of control measures to achieve the National Ambient Air Quality
Standards for ozone. The adoption resolution of the 2016 AQMP directed staff to achieve
additional NOx emission reductions and to transition the Regional Clean Air Incentives Market
(RECLAIM) program to a command-and-control regulatory structure requiring Best Available
Retrofit Control Technology (BARCT) as soon as practicable. In addition, California State
Assembly Bill 617 (AB 617), which was signed by the Governor on July 26, 2017 and affects
RECLAIM facilities that are also in the California Greenhouse Gas Cap and Trade program,
requires implementation of Best Available Retrofit Control Technology (BARCT) no later than
December 31, 2023, with priority given to older, higher polluting units.

Rule 1134 — Emissions of Oxides of Nitrogen from Stationary Gas Turbines (Rule 1134) was
adopted in 1989. Proposed Amended Rule (PAR) 1134 — Emissions of Oxides of Nitrogen from
Stationary Gas Turbines will facilitate the transition of the NOx RECLAIM program to a
command-and-control regulatory structure and to implement Control Measure CMB-05 — Further
NOx Reductions from RECLAIM Assessment (Control Measure CMB-05) of the 2016 AQMP.
PAR 1134 applies to stationary gas turbines that are located at RECLAIM and non-RECLAIM
facilities. PAR 1134 does not apply to gas turbines that are subject to Rule 1135 — Emissions of
Oxides of Nitrogen from Electricity Generating Facilities (Rule 1135), turbines located at landfills,
petroleum refineries, or publicly owned treatment works, or turbines fueled by landfill gas.

BACKGROUND

The SCAQMD Governing Board adopted the RECLAIM program in October 1993. The purpose
of RECLAIM is to reduce NOx and SOx emissions through a market-based approach. The
program replaced a series of existing and future command-and-control rules and was designed to
provide facilities with the flexibility to seek the most cost-effective solution to reduce their
emissions. It also was designed to provide equivalent emission reductions, in the aggregate, for
the facilities in the program compared to what would occur under a command-and-control
regulatory approach. Regulation XX — Regional Clean Air Incentives Market (RECLAIM)
(Regulation XX) includes a series of rules that specify the applicability and procedures for
determining NOx and SOx facility emissions allocations, program requirements, as well as
monitoring, reporting, and recordkeeping requirements for RECLAIM facilities.

Various rules within Regulation XX have been amended throughout the years. On December 4,
2015, Regulation XX was amended to achieve programmatic NOx emission reductions through an
overall reduction in RECLAIM trading credits (RTC) of 12 tons per day from compliance years
2016 through 2022. Regulation XX was amended on October 7, 2016 to incorporate provisions
that limited use of RTCs from facility shutdowns. On January 5, 2018, Regulation XX, Rule 2001
— Applicability (Rule 2001) and Rule 2002 — Allocations for Oxides of Nitrogen (NOx) and Oxides
of Sulfur (SOx) (Rule 2002), were amended to commence the initial steps to transition RECLAIM
facilities to a command-and-control regulatory approach. On October 5, 2018, Rules 2001 and
2002 were amended to support ongoing efforts for transitioning RECLAIM facilities. Rule 2001
includes a provision to allow facilities to opt-out of RECLAIM if certain criteria are met. Rule
2002 provides an option for facilities that receive an initial determination notification to stay in
RECLAIM for a limited time while complying with applicable command-and-control
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Chapter 1 Background

requirements. Additionally, Rule 2002 establishes a provision that precludes any former
RECLAIM facility from obtaining offsets from the SCAQMD internal bank.

In response to concerns regarding actual emission reductions and implementation of BARCT
under RECLAIM, Control Measure CMB-05 of the 2016 AQMP committed to an assessment of
the RECLAIM program in order to achieve further NOx emission reductions of five tons per day,
including actions to sunset the program and ensure future equivalency to command-and-control
regulations. During the adoption of the 2016 AQMP, the Resolution directed staff to modify
Control Measure CMB-05 to achieve the five tons per day NOx emission reduction as soon as
feasible but no later than 2025, and to transition the RECLAIM program to a command-and-control
regulatory structure requiring BARCT-level controls as soon as practicable. Staff provided a
report on transitioning the NOx RECLAIM program to a command-and-control regulatory
structure at the May 5, 2017 Governing Board meeting and provides quarterly updates to the
Stationary Source Committee, with the first quarterly report provided on October 20, 2017.

On July 26, 2017, AB 617 was approved by the Governor, which addresses non-vehicular air
pollution (criteria pollutants and toxic air contaminants). It is a companion legislation to AB 398,
which was also approved, and extends California’s cap-and-trade program for reducing
greenhouse gas emissions from stationary industrial sources. RECLAIM facilities that are in the
cap-and-trade program are subject to the requirements of AB 617. Among the requirements of
this bill is an expedited schedule for implementing BARCT for cap-and-trade facilities. Air
Districts are to develop by January 1, 2019, an expedited schedule for the implementation of
BARCT no later than December 31, 2023. The highest priority would be given to older, higher
polluting units that will need to install retrofit controls.

REGULATORY BACKGROUND

Rule 1134 was adopted in 1989. The rule applies to stationary gas turbines rated at 0.3 MW and
larger that were issued a permit to operate by the SCAQMD prior to August 4, 1989. The origin
of the rule can be traced to a 1979 United States Environmental Protection Agency (EPA) New
Source Performance Standard for Stationary Gas Turbines. In 1981, the California Air Resources
Board (CARB) adopted a Suggested Control Measure for this same equipment. Rule 1134 was
subsequently amended three times; each to provide regulatory flexibility.
e In December 1995, Rule 1134 was amended to exempt gas turbines located on San Clemente
Island and the South East Desert Air Basin.
e In April 1997, Rule 1134 was amended to increase the NOx concentration limit for turbines
utilizing sewage digester gas.
e In August 1997, Rule 1134 was amended to clarify the need for continuous emission monitoring
systems (CEMS) on turbines with a power output of 2.9 MW or larger.
EPA approved Rule 1134 into the SIP on August 1, 2000.

Stationary Gas Turbines and RECLAIM

Beginning in 1994, a large number of utilities and third-party-owned cogeneration facilities were
included in the RECLAIM program and as such were not required to meet the NOx concentration
limits imposed by Rule 1134 which had effective dates post 1994. However, gas turbines
permitted prior to August 4, 1989 that were used at publicly-owned treatment works, landfills,
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Chapter 1 Background

hospitals, and other public facilities, were not included in RECLAIM and were required to meet
the concentration limits in Rule 1134. PAR 1134 will apply to all stationary gas turbines located
at non-RECLAIM and RECLAIM facilities (excluding those subject to Rule 1135, located at a
petroleum refineries, landfills, or publicly owned treatment works), or turbines fueled with landfill
gas, regardless of the date they were permitted.

PUBLIC PROCESS

Development of Proposed Amended Rule 1134 — Emissions of Oxides of Nitrogen from Stationary
Gas Turbines was conducted through a public process. SCAQMD has held four working group
meetings at the SCAQMD Headquarters in Diamond Bar on February 22, 2018, April 26, 2018,
June 13, 2018, and August 10, 2018. The Working Group is composed of representatives from
businesses, environmental groups, public agencies, and consultants. The purpose of the working
group meetings is to discuss proposed concepts and work through the details of staff’s proposal.
Additionally, a Public Workshop will be held at the SCAQMD Headquarters in Diamond Bar on
December 18, 2018.
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INTRODUCTION

Staff conducted an assessment of Best Available Retrofit Control Technology (BARCT) for
stationary gas turbines. BARCT is defined in the California Health and Safety Code section 40406
as “an emission limitation that is based on the maximum degree of reduction achievable, taking
into account environmental, energy, and economic impacts by each class or category of source.”
Consistent with state law, BARCT emissions limits take into consideration environmental impacts,
energy impacts, and economic impacts. In addition to NOx reductions sought in the proposed
amended rule, SCAQMD, through the California Environmental Quality Act (CEQA) process,
identified potential environmental and energy effects of the proposed rule. Economic impacts are
assessed at the equipment category level by a review of cost-effectiveness and incremental cost-
effectives contained in this report and at the macro level as part of the socio-economic assessment
contained in a separate report.

BARCT - RETROFIT VERSUS REPLACEMENT

A question was raised in the Regional Clean Air Incentives Market (RECLAIM) Working Group
concerning the scope of “best available retrofit control technology,” which the SCAQMD must
impose for all existing stationary sources, including sources that exit RECLAIM or that exist after
RECLAIM has ended pursuant to Health & Safety Code section 40440(b)(1). A commenter stated
that the use of the word “retrofit” precludes the SCAQMD from requiring emissions limits that
can only be cost-effectively met by replacing the basic equipment with new equipment.

As explained in detail below, BARCT may certainly include the replacement of equipment. In
summary, we explain the particular instance in which SCAQMD has sought to specify a level
equivalent to equipment replacement as BARCT for internal combustion engines on Santa Catalina
Island. This demonstrates how public policy supports SCAQMD’s interpretation. Moreover, as
we explained in the Preliminary Draft Staff Report, the statutory definition of BARCT supports a
broad interpretation. And applicable dictionary definitions do not preclude the view that BARCT
can include equipment replacement. Finally, even if a court were to conclude that BARCT cannot
encompass equipment replacement, BARCT is not a limitation on SCAQMD authority. The
SCAQMD retains broad statutory authority to adopt emission-control requirements for stationary
sources, and that authority may require equipment replacement, as long as the requirement is not
arbitrary and capricious.

Public Policy Supports the SCAQMD’s Interpretation

As noted in the staff report for PAR 1135, staff has proposed a BARCT for diesel fueled engines
that appears to be more cost-effectively met by replacing the engine rather than trying to install
additional add-on controls. If SCAQMD were precluded from requiring the replacement of these
engines, the oldest and dirtiest power-producing equipment would continue to operate for possibly
many years, even though it would be cost-effective and otherwise reasonable to replace those
engines. As long as an emissions limit meets the requirements of the definition set forth in section
40406, there is no policy reason why replacement equipment cannot be an element of BARCT.
And there is no policy reason why BARCT — if it does not include replacements — would somehow
limit the SCAQMD from requiring equipment replacement where that requirement is reasonable
and feasible. “If the statutory language permits more than one reasonable interpretation, courts
may consider other aids, such as the statute’s purpose, legislative history, and public policy.” Jones



v. Lodge at Torrey Pines Partnership, 42 Cal. 3d. 1158, 1163 (2008). In this case, the statue
permits two reasonable interpretations, since the statutory definition in 40406 does not preclude
requiring equipment replacement if it is reasonable considering economic and other factors. The
legislative history and public policy both support the SCAQMD’s interpretation, and a narrow
interpretation is inconsistent with the broad language of the statutory definition.

The BARCT proposed for internal combustion engine power producers (replacement with Tier IV
engines) is economically and practically reasonable and therefore does not “go beyond” BARCT
if we look strictly at the statutory definition. As stated by the Supreme Court, the “statutes that
provide the districts with regulatory authority serve a public purpose of the highest order-
protection of the public health.” W. Oil & Gas Assn. v. Monterey Bay Unified Air Pollution Control
Dist., 49 Cal. 3d 408, 419 (1989) (“WOGA”). Therefore, courts should not find that any statute
causes an “implied repeal” of the districts’ authority. Id.

While PAR 1134 does not require replacement of any equipment as BARCT, in the recently
amended Rule 1135, replacement of certain equipment was required as BARCT. In that rule, the
proposal to require replacement of five out of the six internal combustion engines at Santa Catalina
Island was supported by overwhelming policy justifications. There are six internal combustion
engines at the facility, of which three are at least 50 years old. The other three were installed in
1974, 1985, and 1995. The 1995 engine was installed with SCR; the other five had SCR installed
in 2003. Staff concludes that it would be more cost-effective to replace the five oldest of these
engines with new Tier IV engines rather than to install additional add-on controls. (The sixth
engine was found not to be cost-effective to replace). These engines account for 0.06% of the
electric utility power produced in the District (PAR 1135 Final Staff Report, Table 4-3, 9 MWhr
divided by 15,904 MWhr). But they account for 5.7% of the emissions inventory from electricity
generating facilities (PAR 1135 Staff Report, Table 4-4, 0.2 tpd divided by 3.5 tpd). If the
SCAQMD could not require replacement of these engines, then paradoxically the oldest, highest-
emitting equipment would escape control.

The SCAQMD has in the past required replacement of old equipment in appropriate cases. The
SCAQMD has required replacement, for example, in its dry-cleaning rule, adopted in 2002, which
required all perchloroethylene dry-cleaning machines to be phased out by 2020, with other specific
requirements implemented starting shortly after rule adoption. Rule 1421(d)(1)(F). Thus, a
perchloroethylene machine that was installed in 2001 would be required to be replaced with a non-
perchloroethylene machine when it is 19 years old. While this is a rule relating to toxic air
contaminants, we do not believe the SCAQMD’s authority is any less for criteria pollutants.

Dictionary Definitions Support SCAQMD’s Interpretation

We do not agree that the term “retrofit” excludes replacement, such as replacement of an engine.
We do not find that limitation in the dictionary definitions for the term “retrofit,” including those
cited in the SCAQMD staff report for Rule 1135. Instead, at least one definition provides that
“retrofit” can mean “to replace existing parts, equipment, etc., with updated parts or systems.”
http://www.dictionary.com/browse/retrofit. Nothing in this definition requires that only part of a
piece of equipment can be replaced. Indeed, according to this definition, a retrofit can include the
replacement of an entire system. In our view, at least one dictionary definition of the term
“retrofit” encompasses “replacement of equipment or systems.” See definition cited above. This



http://www.dictionary.com/browse/retrofit

definition is broad enough to include replacing the entire piece of equipment or system. Therefore,
the key question is what did the legislature mean when it imposed the BARCT requirement on
SCAQMD?

Statutory Definition of BARCT Supports SCAQMD’s Interpretation

The statutory definition of BARCT, as found in Health & Safety Code section 40406, does not
contain any language precluding replacement technology. Section 40406 defines BARCT as “an
emissions limitation that is based on the maximum degree of reduction achievable, taking into
account environmental, energy, and economic impacts by each class or category of source.” Thus,
BARCT is an emissions limitation. Nothing in the statutory definition specifies the type of
technology that may be used. The California Supreme Court has made it clear that it is the
definition of BARCT that controls, not implications from the language used in the term itself.
Thus, the Supreme Court rejected the argument that “best available retrofit control technology” is
limited to that which is readily available at the time when the regulation is enacted, and instead
concluded that it encompasses technology that is “achievable,” i.e. expected to become available
at a future date. American Coatings Ass n. v. South Coast Air Quality Mgt. Dist., 54 Cal. 4™ 446,
462 (2012). The Court focused on the actual statutory definition, which provides that BARCT is
“an emissions limitation that is based on the maximum degree of reduction achievable, taking into
account environmental, energy, and economic impacts by each class or category of source.”
American Coatings, 54 Cal. 4" at 463. The Court concluded that in common usage, “achievable”
means “capable of being achieved,” which in turn includes “a potentiality to be fulfilled or a goal
to be achieved at some future date.” 1d.

Thus, an emissions reduction was “achievable” when the rule was adopted in 1999 if it was
“capable of being achieved” by the rule deadline of 2006. American Coatings, 54 Cal. 4" at 464.
This was so even if that reduction was not “readily available” in 1999, notwithstanding the use of
the word “available” in the term being defined. The Supreme Court held that the statutory
definition controls, and in this case the statutory definition does not preclude replacement
technology.

When the Legislature has defined a term, courts must follow that definition. People v. Ward, 62
Cal. App. 4" 122, 126 (1998). Following the California Supreme Court’s analysis in American
Coatings, the test of whether an emission limit constitutes BARCT is whether it meets the
definition found in the statute, section 40406. If so, then it is within the statutory definition of
BARCT, whether or not it is within the most common understanding of “retrofit.” This does not
mean that the word “retrofit” is surplusage. The use of the word “retrofit” serves to distinguish an
emission limit that is imposed on existing sources, and which, under the statutory definition, must
consider economic and other factors, from the emissions limit imposed on new sources. The limit
for new sources must be met if it has been achieved in practice, regardless of cost. See definition
of “best available control technology” [BACT] in section 40405, which includes “the most
stringent emission limitation that is achieved in practice by that class or category of source.” We
do not argue that a replacement can be BARCT if it does not meet the definition of BARCT.
Instead, if a limit meets that definition, it can be BARCT even if it can most cost-effectively be
met by replacing the equipment with new equipment, as recognized in the dictionary definition
discussed above.



The American Coatings ruling is not irrelevant just because it dealt with a rule for architectural
coatings requiring coating reformulation, which “does not typically involve the manufacture of
modified production equipment or new add-on controls,” whereas control technologies that require
physical modification of existing equipment or installation of add-on controls may require
“significant disruption to the operation of the facility.” We do not know whether the claim
regarding architectural coatings is correct, but even if it is, we do not understand how this relates
to the question at issue since both retrofit add-on controls and replacements would involve the
disruption of facility operations for some time.

Other Statutory References to “Retrofit” Are Inapplicable

The legislature has used the term replacement as well as retrofit in certain sections of the Health
and Safety Code. 88 43021(a), 44281(a). Furthermore, the legislature defined retrofit in sections
44275(a)(19) and 44299.80(0), and the definition does not mention replacement but rather making
modifications to the engine and fuel system. Finally, these same code sections define “repower”
as replacing an engine with a different engine. 88 44275(a)(18), 44299.80(n). However, all of
these code sections were adopted long after 1987, when the legislature mandated SCAQMD to
require BARCT for existing sources. They do not shed any light on what the legislature meant by
“retrofit” in 1987 when section 40406 was adopted. All of the sections cited (except section
43021(a)) deal with incentive programs, and the definitions are specifically stated to be only “as
used in this chapter”; i.e. for the specific incentive program. 88 44275(a); 44299.80(a). These
definitions facilitate the administering agency in implementing the programs, which generally
provide different amounts of funding for different types of projects, including “repowering” or
“retrofitting.” See e.g.

https://www.arb.ca.gov/msprog/moyer/source _categories/moyer_sc_on_road_hdv_2.htm
Therefore, the legislature had a specific purpose in distinguishing between replacements and
retrofits in these particular chapters, whereas no one has identified a policy reason that the
legislature would have wanted to exclude replacement projects from BARCT, as long as they met
the statutory definition.

Section 43021(a), enacted in 2017 as Part of SB1, prohibits Air Resources Board rules that require
the “retirement, replacement, retrofit, or repower” of a commercial motor vehicle for a period of
time. An argument can be made that this language means that a replacement must be different
than a retrofit, under that theory it must also mean that a replacement is different from a repower,
whereas under the sections cited above, a repower IS a replacement. Presumably, the legislature
wanted to make very sure it covered all possibilities. And to add to the confusion, the Carl Moyer
statutes appear to distinguish “retrofit” (an eligible project under §44282(a)(2)) from “use of
emission-reducing add-on equipment” (an eligible project under §44281(a)(3)). Normally
installing add-on controls is considered a type of retrofit.

Statute Discussing Best Available Control Technology Determinations Does Not
Circumscribe BARCT Definition
Section 40920.6 states that in establishing the best available control technology, (BACT), the
District shall consider only “control options or emission limits to be applied to the basic production
or process equipment.” BACT is frequently applied to replacement of an entire source (such as
repowers of electric generating units) as well as to new and modified sources. Obviously, in the
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case of a new source, there is no existing equipment to which to apply the technology. We interpret
this statutory language to mean that in establishing BACT, the SCAQMD is not to fundamentally
change the nature of the underlying process. For example, if an applicant seeks approval of a
simple cycle turbine, the SCAQMD cannot require it to instead construct a combined cycle turbine,
since they have different operational characteristics and needs to fill. This would be consistent
with EPA’s Draft NSR Workshop Manual, p. B-13, which specifies that in determining BACT,
states need not redefine the design of the source, although they retain discretion to do so where
warranted  (i.e. to require consideration of inherently cleaner technology).
https://www.epa.gov/nsr/nsr-workshop-manual-draft-october-1990. Similarly, SCAQMD does
not propose to require a facility subject to BARCT to “redefine” the nature of its source but merely,
in the case of recently amended Rule 1135, to replace old diesel internal combustion engines with
diesel internal combustion engines meeting EPA’s Tier IV standards. Therefore, section 40920.6
does not speak to the question at hand: whether BARCT precludes replacing old equipment with
new equipment of the same type.

SCAQMD Has Authority to Require Equipment Replacement, Which is Not Limited
by the BARCT Definition

Finally, even if BARCT by itself did not include replacement equipment, the SCAQMD could still
require the equipment to be replaced. We disagree that only section 40440(a)(1) grants the
authority to require BARCT (i.e., that without that section, the district would have no authority to
require BARCT). We also disagree with the proposition that Section 40440(a)(1) limits the
District’s authority.

State law has explicitly granted air districts primary authority over the control of pollution from
all sources except motor vehicles since at least 1975, when the air pollution regulation provisions
were recodified. See § 40000, enacted Stats. 1975, ch. 957, 812; see also 8 39002, containing
similar language and adopted in that same section. As held by the California Supreme Court, these
two sections (and their predecessors dating back to 1947) confirm that the air districts had plenary
authority to regulate non-vehicular sources “for many years.” WOGA, 49 Cal. 3d. at 418-19. And
the Supreme Court had previously recognized the air districts’ authority to adopt local regulations
for non-vehicular sources under the predecessor statutes. Orange County Air Pollution Control
Dist. v. Public Util. Comm., 4 Cal. 3d 945, 948 (1971). Under these broad statutes, the districts
could have adopted BARCT requirements for non-vehicular sources. Section 40440(a)(1),
therefore, was not a statute granting authority, since the districts already had authority, but a statute
imposing a mandate to adopt BARCT.

We also disagree with the claim that section 40440(a)(1) requiring the SCAQMD to impose
BARCT on existing sources was a “limitation” of district authority. State law expressly provides
that districts “may establish additional, stricter standards than those set forth by law” unless the
Legislature has specifically provided otherwise 8§ 39002; 41508. Nothing in Section 40440(a)(1)
specifically limits the District’s authority. In fact, the legislative history of the bill requiring
SCAQMD to impose BARCT — among other requirements — states that “this bill is intended to
encourage more aggressive improvements in air quality and to give the District new authority to
implement such improvements.” American Coatings, 54 Cal. 4th at 466 (emphasis added). As
stated by the Supreme Court, “[t]the BARCT standard was therefore part of a legislative enactment
designed to augment rather than restrain the District’s regulatory power.” 1d. As explained by the
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legislative history, BARCT is a “minimum” requirement, and the legislature did not intend it to
preclude the District from adopting requirements that go beyond BARCT.

Among the new authorities granted were section 40447.5, authorizing fleet rules and limits on
heavy duty truck traffic and section 40447.6, authorizing the SCAQMD to adopt sulfur limits for
motor vehicle diesel fuel. We do not believe that section 40440(a)(1) granted “new” authority to
require BARCT, as the districts already had authority over non-vehicular sources.

Moreover, when the Legislature extended the BARCT requirement to other districts with
significant air pollution, section 40919(a)(3) (districts with serious pollution and worse) the
legislature expressly stated that the bill “is intended to establish minimum requirements for air
pollution control districts and quality management districts” and that “[n]othing in this act is
intended to limit or otherwise discourage those district from adopting rules and regulations which
exceed those requirements.” Stats. 1992, ch. 945 § 18. Thus it is clear that BARCT is not intended
to be a limitation or restriction on existing authority.

Although the California Supreme Court found it unnecessary to decide whether the SCAQMD
could adopt rules going beyond BARCT, because it held that BARCT could include technology-
forcing measures, it did state that BARCT was not designed to restrain the District’s regulatory
power. American Coatings, 54 Cal 4th at 466, 469.

In an earlier case, the California Supreme Court made it clear that new legislation does not
impliedly repeal an air district’s existing authority unless it “gives undebatable evidence of an
intent to supersede” the earlier law. WOGA, 49 Cal. 3d. at 420 (internal citation omitted,;
emphasis by Supreme Court). There the court noted that the present statutes and their predecessors
giving air districts authority over non-vehicular sources, including the authority to regulate air
toxics, had been in effect before the allegedly preempting law was enacted (in 1983; Stats 1983
Ch. 1047), and had been generally understood and acted upon. Id. at 419. The court concluded
there was no “undebatable evidence of a legislative intent to repeal the districts’ statutory authority
to protect the health of their citizens by controlling air pollution.” WOGA, 49 Cal 3d at 420. By
the same token here, there is no undebatable evidence of an intent to limit air districts’ existing
authority by imposing a mandate to adopt BARCT requirements. Instead, BARCT was a minimum
requirement that SCAQMD must impose, not a limit on its ability to impose additional, including
more stringent, requirements. Indeed, the argument that BARCT limits SCAQMD’s authority is
illogical. It would make no sense for the Legislature in 1987 to limit only the district with the
worst air pollution (SCAQMD) while leaving untouched the authority of other districts with lesser
levels of pollution.

Nor does this conclusion leave the SCAQMD with unlimited regulatory power. In going beyond
the statutory minimum of BARCT for existing sources, the District would still be limited by the
requirement that its rules may not be arbitrary and capricious, or without reasonable or rational
basis, or entirely lacking in evidentiary support. American Coatings, 54 Cal. 4th at 460. And of
course, the SCAQMD’s rulemaking authority is limited by applicable constitutional principles.
Therefore, stakeholders need not rely on an argument that BARCT restricts the SCAQMD’s
authority in order to ensure the SCAQMD does not implement any arbitrary action.



Conclusion
SCAQMD has the authority to require equipment replacement as a BARCT requirement as long
as the requirement meets the statutory definition of BARCT. But even if BARCT were to exclude
equipment replacement, the SCAQMD would still have the authority to require replacement, as
long as the replacement is not arbitrary and capricious.

BARCT ANALYSIS APPROACH

The BARCT analysis approach follows a series of steps conducted for each equipment category
and fuel type. For Proposed Amended Rule 1134 — Emissions of Oxides of Nitrogen from
Stationary Gas Turbines (PAR 1134), stationary gas turbines were analyzed by process and fuel

type.

The steps for BARCT analysis consist of:

Assessment of SCAQMD Regulatory Requirements
Assessment of Emissions Limits for Existing Units

Other Regulatory Requirements

Assessment of Pollution Control Technologies

Initial BARCT Emissions Limits and Other Considerations
Cost-Effectiveness Analysis

Final BARCT Emissions Limits

Initial BARCT
Emissions Cost-
Limits and Effectiveness
Other Analysis
Considerations

Assessment of Assessment of Other Assessment of
SCAQMD Emission Limits Pollution
Control

Technlogies

Regulaton BARCT Emissions
p i Limits

Regulatory for Existing Requirements

Requirements Units




Assessment of SCAQMD Regulatory Requirements

As part of the BARCT assessment, staff reviewed existing SCAQMD regulatory requirements that
affect NOx emissions from stationary gas turbines. NOx emissions from stationary gas turbines
permitted prior to August 4, 1989 located at non-RECLAIM facilities are regulated under Rule
1134 — Emissions of Oxides of Nitrogen from Stationary Gas Turbines (Rule 1134). Under Rule
1134, the NOx emission concentration limits are as follows in Table 2-1 below.

Table 2-1 — Current Rule 1134 NOx Concentration Limits

Unit Size (MW) NOx Reference Limit (ppmv
at 15% oxygen, dry)
No Selective Catalytic Reduction
0.3t0<29 25
29t0<10 15
2.9 to < 10 (Sewage Digester Gas) 25
10 and Over 12
60 and Over (Combined Cycle) 15
With Selective Catalytic Reductions
29t0<10 9
10 and Over 9
60 and Over (Combined Cycle) 9

Assessment of Emission Limit for Existing Units

Staff examined all of the current non-emergency stationary gas turbines, excluding those subject
to Rule 1135, located at a petroleum refinery, landfill, or publicly owned treatment work, or
powered by landfill gas to assess the emission rate of equipment located in SCAQMD. Emissions
limits are established at the time of permitting, and permits include concentration limits for NOx
and emissions limits for non-RECLAIM pollutants such as particulate matter. Stationary gas
turbines installed after August 4, 1989 and not located at a RECLAIM facility only have emissions
limits established at the time of permitting. Permit limits for NOx concentrations were identified
for all equipment to identify what is already being done in practice. Currently, there are
approximately 73 turbines at 39 facilities: 40 natural gas turbines at 27 facilities; 3 produced gas
turbines at two facilities; 7 compressor gas turbines at two facilities, six produced gas turbines at
two offshore facilities; and 17 emergency standby gas turbines at six facilities.

Natural Gas Combined Cycle Gas Turbines
For natural gas combined cycle gas turbines, one of eighteen units are permitted at 2 ppmv NOx
at 15% oxygen on a dry basis. Six natural gas combined cycle gas turbines are permitted at 2.5
ppmv NOx at 15% oxygen on a dry basis. These seven units were replacement units installed in
2009 or later. Units that were permitted at 2 ppmv or 2.5 ppmv NOx at 15% oxygen on a dry basis
also had ammonia permit limits of 5 ppmv at 15% oxygen on a dry basis. The lowest permitted
NOx limit for a natural gas combined cycle gas turbines in SCAQMD is 2 ppmv at 15% oxygen
on a dry basis. Table 2-2 lists the information regarding natural gas combined cycle gas turbines.




Table 2-2 — Natural Gas Combined Cycle Gas Turbines

NOx Ammonia
Permit Permit
S s
Unit Slﬁl?/l BTU/HR I\R/I\:V :? SEL] Control* I(_p:;r)nr:v I(_p:;r)nr:v @ ZEOrrilss:ll;);
( ) || REIEG | EED @15% | 15% (tons)
oxygen, | oxygen,
dry) dry)
NG CS10° 410 60 1996 SCR 1024 5 192.7
Not
NG CS3 16 1.1 1989 Water injection 41 applicable 2.4
Not
NG CS1 59 2.9 1989 Water injection 25 applicable 10.8
Not
NG CS2 59 2.9 1989 Water injection 25 applicable | 4.0
Water injection/Low NOx Not
NG CS82 59 6 1993 duct burner 21 applicable 26.2
Water injection/Low NOXx Not
NG CS9° 59 6 1993 duct burner 21 applicable | 24.1
Steam or water
injection/SCR/Vaporization None
NG Cs4 234 23.6 1989 system 12 33.3
Water injection Not
NG CS6° 46 2.8 1992 9 applicable | 5.3
Water injection Not
NG CS7 49 2.9 1992 9 applicable | 5.6
NG CS17 446 48.2 1987 SCR/Water Injection 9 None 10.2
NG CS5 221 21.7 1990 SCR/Water Injection 9 5 454
NG CS18 350 30 2010 SCR/Water Injection 2.5 5 1.0
NG CS113 57 5 2009 SCR 2.5 5 0.6
NG CS123 57 5 2009 SCR 2.5 5 0.2
NG CS13 162 13.4 2010 SCR 2.5 5 3.5
NG CS15 114 5.6 2015 SCR 2.5 5 0.4
NG CS16 114 5.6 2015 SCR 2.5 5 0.4
NG CS14 173 13.5 2013 SCR 2 5 0.9

1 _ SCR: Selective Catalytic Reduction

2 Actual NOx concentrations emitted are generally lower than the NOx permit limit
8 _ Natural Gas Combined Cycle Gas Turbine with Associated Duct Burner

4= Actual NOx concentration emitted are much lower than NOx permit limit

Natural Gas Simple Cycle Gas Turbines
For natural gas simple cycle gas turbines, two of twenty-two units are permitted at 2.5 ppmv NOx
at 15% oxygen on a dry basis. Some simple cycle gas turbines have permitted ammonia
concentrations of 5 ppmv at 15% oxygen on a dry basis. However, many have no limits
whatsoever because the addition of ammonia limits is a relatively recent addition. Table 2-3 lists
the information regarding natural gas simple cycle turbines.




Table 2-3 — Natural Gas Simple Cycle Gas Turbines

NG SS13 | 246 23 1987 Steam injection 42 Not applicable | 26.1
NG SS14 | 466 42 1987 Steam injection 42 Not applicable | 279.2
NG SS8 50 4 1988 Steam injection 40 Not applicable | 29.3
NG SS9 50 4 1989 Steam injection 40 Not applicable | 29.3
NG SS10 | 229 22.4 SCR/Steam injection | 9 20 32.4
NG SS11 | 250.6 23.1 2002 SCR/Steam injection | 9 20 27.3
NG SS28 | 221 218 1989 SCR 9 20 19.0
NG SS29 | 221 21.8 1989 SCR 9 20 23.1
NG SS12 | 1080 158 2009 Steam injection 7.5 Not applicable | 4.9
NG SS19 | 530.2 43.8 2008 SCR/Steam injection | 7 20 0
NG SS15 | 472.5 39 SCR/Steam injection | 5 5 4.8
Lean pre-mix .
NG SS17 | 43.8 46 2009 | combustor 5 Not applicable | 5,
NG SS20 | 136.5 10.5 2001 SCR 5 5 0
NG SS21 | 136.5 10.5 2001 SCR 5 5 0
NG SS22 | 136.5 10.5 2001 SCR 5 5 0
NG SS23 | 136.5 10.5 2001 SCR 5 5 0
NG SS24 | 136.5 10.5 2001 SCR 5 5 0.1
NG SS25 | 136.5 10.5 2001 SCR 5 5 0
NG SS26 | 136.5 10.5 2001 SCR 5 5 0
NG SS27 | 136.5 10.5 2001 SCR 5 5 0
NG SS16 | 126 10 2008 SCR 25 None 8.7
NG SS18 | 407.7 39 SCR 2.5 10 1.7

1 SCR: Selective Catalytic Reductions
2 Actual NOx concentration emitted are generally lower than the NOx permit limit

Produced Gas Turbines

Currently there are three non-Outer Continental Shelf (OCS) produced gas turbines subject to PAR
1134. One produced gas turbine is permitted at 5 ppmv NOx and 5 ppmv ammonia at 15% oxygen
on a dry basis. Table 2-4 lists the information regarding the non-OCS produced gas turbines.

Table 2-4 — Produced Gas Turbines (Non-OCS)

PGT2 49 4.8 2001 SCR 9 10 4.0
PGT3 49 4.8 2001 SCR 9 10 15
PGT5 63 5.7 2003 SCR 5 5 4.6

1 SCR: Selective Catalytic Reduction
2 Actual NOx concentration emitted are generally lower than the NOx permit limit



Outer Continental Shelf Produced Gas and Liquid Fueled Turbines

Currently there are six OCS produced gas turbines subject to PAR 1134. They also have the
capability to burn liquid fuel when produced gas is not available. The turbines are permitted
between 65 and 140 ppmv NOx at 15% oxygen on a dry basis. Table 2-5 lists the information
regarding the OCS produced gas turbines.

Table 2-5 — Outer Continental Shelf Produced Gas Turbines

NOx Permit | Ammonia
: Limit! (ppmv at | 2016 NOx
Unit (SI\Ij‘la\/IBTU/HR) (Ol\;lj\t}\),l)ﬂ wes;?" Control (ppmv at 15% Emissions
15% oxygen, | oxygen, (tons)
dry) dry)
PGOCST1 | 29 25 1984 N/A 140 NOt. 47.7
applicable
PGOCST2 | 29 25 1984 N/A 140 NOt. 42.3
applicable
PGOCST3 | 29 2.5 1984 N/A 130 NOt. 40.1
applicable
PGOCST4 | 42 2.5 1984 N/A 65 NOt. 7.2
applicable
PGOCSTS | 42 25 1984 N/A 65 NOt. 3.0
applicable
PGOCST6 | 42 2.5 1984 N/A 65 NOt. 8.9
applicable

1 Actual NOx concentration emitted are generally lower than the NOx permit limit

Compressor Gas Turbines

Currently there are seven compressor gas turbines subject to PAR 1134. The turbines are permitted
between 64 and 81 ppmv NOx at 15% oxygen on a dry basis. Table 2-6 lists the information
regarding the compressor gas turbines.

Table 2-6 — Compressor Gas Turbines

NOx Permit | Ammonia
o]
Unit iz OuL: | [msiEl Control z_p:pr)nr::vat g%gzvat éonilsssl\ll;);
EAIVIEEHAIRY | (AR | WGar 15% oxygen, | oxygen, (tons)
dry) dry)
NGSSL | 150 11 1980 | None 81 Not. 58.1
applicable
NG SS2 150 11 1980 None 81 Not . 54.3
applicable
NG SS3 | 150 11 1980 | None 81 Not. 52.4
applicable
NG SS4 13.11 0.9 1980 None 68 Not . 3.7
applicable
NG SS6 13.11 0.9 1990 None 68 Not . 3.9
applicable
NG SS5 | 13.11 0.9 2002 | None 67 Not. 43
applicable
NGSS7 | 1311 0.9 1987 | None 64 Not. 3.7
applicable

1 Actual NOx concentration emitted are generally lower than the NOx permit limit



Summary
A summary of permitted limits in SCAQMD for the five types of stationary gas turbines is

provided in Table 2-7.

Table 2-7 — Assessment of NOx Concentration Levels for Existing Units

Initial .

Recommendation for N9 @1 Uiis
Equi . Meeting Retrofit | Pollution Control Technology

quipment NOx Concentration C :
o oncentration

Limit Based on Limit

Existing Units
Natural Gas 0 . . .
Combined Cycle | 2PPMVaL1S% 1y oelective Catabtic Reducton
Gas Turbine ygen, dry P
N_atural Gas 2.5 ppmv at 15% . Selective Catalytic Reduction
Simple Cycle oxygen, dr 2 units (Replacement)
Gas Turbine ygen, dry P
Produced Gas 5 ppmv at 15% . Selective Catalytic Reduction

X 1 unit
Turbines oxygen, dry (Replacement)
Outer
Continental 65 ppmv at 15% )
Shelf Produced | oxygen, dry 3 units None
Gas Turbines
0,

Compressor Gas | 64 ppmv at 15% 1 unit None
Turbines oxygen, dry

Other Regulatory Requirements

As part of the BARCT assessment, staff examined NOx limits for stationary gas turbines
promulgated by Bay Area Air Quality Management District (BAAQMD) and San Joaquin Valley
Air Pollution Control District (SJVAPCD). BAAQMD Regulation 9, Rule 9 — Nitrogen Oxides
and Carbon Monoxide from Stationary Gas Turbines and SJIVAPCD Rule 4703 — Stationary Gas
Turbines were reviewed. Table 2-8 below notes the NOx limits in the two air districts for
stationary gas turbines.



Table 2-8 — Stationary Gas Turbine Limits in Other Air Districts

Rule Rule . _
; ; Capacity Output | NOx Limit (ppmv @
AR g‘gfept'on E;ftee‘:t"’e (MMBTU/HR) | (MW) | 15% oxygen, dry)
5-50 N/A 42
December | January >50- 150 N/A 25-42
BAAQMD? 2006 2010 >150 - 250 N/A 15
>250 - 500 N/A 9
>500 N/A 5
<352 <3 25
>35 — 1307 >3-10 | 25
September January 8 steady and 12
SIVAPCD | 5007 2012 >35 _ 1302 23-10 | transition
(Pipeline/Compressor)
>130? >10 25-42

L Currently under review
2 _ Non-regulatory, converted for comparison purposes only

For natural gas turbines, the NOx concentration limits in other Air District regulations were higher
than existing units located in SCAQMD. The exception is the SIVAPCD compressor gas turbine
limit.

Assessment of Pollution Control Technologies
As part of the BARCT assessment, staff conducted a technology assessment to evaluate NOx
pollution control technologies for stationary gas turbines. Staff reviewed scientific literature,
vendor information, and strategies utilized in practice. The technologies are presented below and

the applicability for use with various stationary gas turbines is noted. In most cases, post-
combustion technologies may be utilized in conjunction with pre-combustion technologies.

Pre-Combustion Technologies
Dry Low-NOx or Lean Premix Emission Combustors (Natural Gas, Produced Gas
Turbines, Compressor)

Prior to combustion, gaseous fuel and compressed air are pre-mixed, minimizing localized hot
spots that produce elevated combustion temperatures and therefore, less NOx is formed.
Atmospheric nitrogen from the combustion air is mixed with air upstream of the combustor at
deliberately fuel-lean conditions. Approximately twice as much air is supplied as is actually
needed to burn the fuel. This excess air is a key to limiting NOx formation, as very lean conditions
cannot produce the high temperatures that create thermal NOx. Using this technology, NOx
emissions, without further controls, have been demonstrated at single digits (< 9 ppmv at 15%
oxygen, dry). The technology is engineered into the combustor that becomes an intrinsic part of
the turbine design. Fuel staging or air staging is utilized to keep the flame within its operating
boundaries. It is not available as a “retrofit” technology and must be designed for each turbine
application.




Water or Steam Injection (Natural Gas, Produced Gas Turbines, Compressor)
Demineralized water is injected into the combustor through the fuel nozzles to lower flame
temperature and reduce NOx emissions. Water or steam provides a heat sink that lowers flame
temperature. Imprecise application leads to some hot zones so NOX is still created. NOXx levels in
natural gas turbines can be lowered by 80% to 25 ppmv at 15% oxygen on a dry basis. Addition
of water or steam increases mass flow through the turbine and creates a small amount of additional
power. The addition of water increases carbon monoxide emissions and there is added cost to
demineralize the water. Turbines using water or steam injection have increased maintenance due
to erosion and wear.

Catalytic Combustion (Natural Gas, Produced Gas Turbines, Compressor)

A catalytic process is used instead of a flame to combust the natural gas. Flameless combustion
lowers combustion temperature resulting in reduced NOx formation. The overriding constraints
are operating efficiency over a wide operating range of the turbine. Initial engine demonstrations
have shown that catalytic combustion reduces NOx emissions. In its first commercial installation,
NOXx concentrations were lowered from approximately 20 ppmv to below 3 ppmv at 15% oxygen
on a dry basis without post-combustion controls. Several turbine manufacturers are in the
development stage to incorporate this technology.

Post-Combustion Technologies
Selective Catalytic Reduction (Natural Gas, Produced Gas Turbines, Compressor)

Selective catalytic reduction is the primary post-combustion technology for NOx reduction and is
widely used in turbines. The technology can reduce NOx emissions 95% or greater. In many
cases the NOx reduction is limited by the release of other pollutants (ammonia and carbon
monoxide), space constraints, or reaches the practical limit of the NOx measuring device. Many
stationary gas turbines already utilize selective catalytic reduction. Further reductions could be
possible by adding catalyst modules. From observations made during site visits, not all turbines
have space readily available to add catalyst modules and would require construction.

Ammonia is injected into the flue gas and reacts with NOx to form nitrogen and water. Catalysts
are made from ceramic materials and active catalytic components of base metals, zeolites, or
precious metals. The catalyst may be configured into plates but many new systems are configured
into honeycombs to ensure uniform dispersion and reduce ammonia emissions to below 5 ppmv.
The reductant, ammonia, is available as anhydrous ammonia, aqueous ammonia, Or urea.
Anhydrous ammonia is toxic and SCAQMD does not permit new installations of anhydrous
ammonia storage tanks. Urea is an alternative but requires conversion to ammonia to be used.
Most new selective catalytic reduction installations utilize aqueous ammonia in a 19 percent
solution.

To perform optimally, the gas temperature in the control device should be between 400°F and
800°F. During start-up and shutdown, the temperature will be below optimal range greatly
reducing the effectiveness. Thus, NOx concentration limits are generally not applicable during
start-up or shutdown. Newer stationary gas turbines reduce the low temperature periods where
emissions are out of control.



The catalyst is susceptible to “poisoning” if the flue gas contains contaminants including sulfur
compounds, particulates, reagent salts, or siloxanes. These contaminants are readily found in
landfill gas, sewage digester gas, and other biogas. Poisoned catalysts require cleaning or
replacement, resulting in additional costs and extended periods of non-operation for the stationary
gas turbine. In those cases, filtering may be used to reduce the impacts on the catalyst.

Catalytic Absorption Systems (Natural Gas Turbines)

Catalytic absorption is based on an integration of catalytic oxidation and absorption technology
resulting in similar control efficiency as selective catalytic reduction without the use of ammonia.
Carbon monoxide and nitrogen oxide catalytically oxidize to carbon dioxide and nitrogen dioxide,
then the nitrogen dioxide molecules are absorbed onto the catalyst. The catalyst is a platinum-
based substrate with a potassium carbonate coating. The catalyst appears to be very sensitive to
sulfur, even the small amounts in pipeline natural gas. Initial issues regarding catalyst failures
have been addressed by conducting more frequent and extensive catalyst washing. At one facility,
they have determined that emission levels are best met when all three layers of catalyst are washed
about every four months. During the wash process, the turbine is non-operational for about three
days.

The NOx concentration levels achieved by the various technologies assessed were consistent with
the NOx concentration levels found in existing stationary gas turbines located in SCAQMD.

Initial BARCT Emission Limit and Other Considerations

The recommendation for the NOx BARCT emission limits are established using information
gathered from existing SCAQMD regulations, existing units permitted in SCAQMD, regulatory
requirements for other air districts, and the technology assessment. Both retrofit and new
installations are considered. Once the initial limits are established, a cost-effectiveness
determination is made at that initial limit. If the initial limit is not cost-effective, an alternative
limit may be recommended. Unique circumstances are taken under consideration to distinguish
alternative limits or to create provisions in the rule to address equipment that would otherwise not
be cost-effective.

Natural Gas Combined Cycle Gas Turbines

Natural gas combined cycle gas turbines have been new installations. The lowest NOx
concentration limit for new installations in SCAQMD is 2 ppmv at 15% oxygen on a dry basis.
Other air districts limit NOx emissions to between 5-25 ppmv at 15% oxygen on a dry basis for
existing units and 2-25 ppmv at 15% oxygen on a dry basis for new installations. The technology
assessment found that a for natural gas combined cycle turbines, a combination of pre-combustion
technology and post-combustion control can meet a concentration of 2 ppmv NOXx at 15% oxygen
on a dry basis. The initial BARCT recommendation for both new installations and retrofits of
natural gas combined cycle gas turbines is 2 ppmv NOx at 15% oxygen on a dry basis.




Table 2-9 — Initial BARCT Recommendation for Natural Gas Combined Cycle Gas

Turbines
Existing Units Other_ Regulatory | Technology Initial BARCT
(opmv @ 15% Requirements Assessment Recommendation
oxygen, dry) (ppmv @ 15% (ppmv @ 15% (ppmv @ 15%
’ oxygen, dry) oxygen, dry) oxygen, dry)
Retrofit 5 5-25 2 2
New Install 2 2-25 2 2

Natural Gas Simple Cycle Gas Turbines
For new installations, numerous natural gas simple cycle gas turbines have a NOx concentration
limit of 2.5 ppmv at 15% oxygen on a dry basis. Other air districts limit NOx emissions to
between 5 and 25 ppmv at 15% oxygen on a dry basis for existing units and 2.5-25 ppmv at 15%
oxygen on a dry basis for new installations. The technology assessment found that a
combination of pre-combustion technology and post-combustion control can meet a
concentration of 2.5 ppmv NOx at 15% oxygen on a dry basis for natural gas simple cycle gas
turbines. The initial BARCT recommendation for both new installations and retrofits of natural
gas simple cycle gas turbines is 2.5 ppmv NOx at 15% oxygen on a dry basis.

Table 2-10 — Initial BARCT Recommendation for Natural Gas Simple Cycle Gas Turbines

. . Other Regulatory | Technology Initial BARCT
Existing Units . dati
(ppmv @ 15% Requirements Assessment Recommendation
(ppmv @ 15% (ppmv @ 15% (ppmv @ 15%
oxygen, dry)
oxygen, dry) oxygen, dry) oxygen, dry)
Retrofit 9 5-25 2.5 2.5
New Install 2.5 2.5-25 2.5 2.5

Produced Gas Turbines

One produced gas turbines has a NOx concentration limit of 5 ppmv at 15% oxygen on a dry basis.
Other air districts do not have specific limits for produced gas turbine NOx emissions. They
default to natural gas limits based on the size of the turbine. In this case (3-10 MW or 50-150
MMBtu/hr) the limit ranges between 25-42 ppmv at 15% oxygen on a dry basis. The technology
assessment found that a combination of pre-combustion technology and post-combustion control
can meet a concentration of 5 ppmv NOx at 15% oxygen on a dry basis. The initial BARCT
recommendation for both new installations and retrofits of produced gas turbines is 5 ppmv NOx
at 15% oxygen on a dry basis.

Table 2-11 — Initial BARCT Recommendation for Produce Gas Turbines

Existing Units Othelf Regulatory | Technology Initial BARCT_
(ppmv @ 15% Requirements Assessment Recommendation
oxygen, dry) (ppmv @ 15% (ppmv @ 15% (ppmv @ 15%
’ oxygen, dry) oxygen, dry) oxygen, dry)
Retrofit 5 25 5 5
New Install 5 25 5 5




Outer Continental Shelf Produced Gas and Liquid Turbines

Three OCS produced gas turbines have a NOx concentration limit of 65 ppmv at 15% oxygen on
a dry basis. Other air districts do not have specific NOx emissions limits for OCS produced gas
turbine; they default to natural gas limits based on the size of the turbine. In this case (<3 MW or
< 50 MMBtu/hr) the limit ranges between 25-42 ppmv at 15% oxygen on a dry basis. The
technology assessment found that pre-combustion technology can meet a concentration of 15
ppmv NOXx at 15% oxygen on a dry basis. When firing on liquid fuel, the technology assessment
found that pre-combustion technology can meet a concentration of 30 ppmv NOx at 15% oxygen
on a dry basis. The initial BARCT recommendation for both new installations and retrofits of
OCS produced gas turbines is 15 ppmv NOx at 15% oxygen on a dry basis.

Table 2-12 — Initial BARCT Recommendation for Produce Gas Turbines

Existing Units Other_ Regulatory | Technology Initial BARCT_
(ppMV @ 15% Requirements Assessment Recommendation
oxygen, dry) (ppmv @ 15% (ppmv @ 15% (ppmv @ 15%
xygen, dry oxygen, dry) oxygen, dry) oxygen, dry)
Retrofit 65 25 15 15
New Install 65 25 15 15

Compressor Gas Turbines
Two new installations have permitted limits of 3.5 ppmv NOXx at 15% oxygen on a dry basis. Other
air districts have a limit of 8 ppmv NOx during normal operations and 12 ppmv during transitional
operations at 15% oxygen on a dry basis. The technology assessment found that that a combination
of pre-combustion technology and post-combustion control can meet a concentration of 3.5 ppmv
NOx at 15% oxygen on a dry basis. The initial BARCT recommendation for compressor gas
turbines is 3.5 ppmv NOx at 15% oxygen on a dry basis.

Table 2-13 — Initial BARCT Recommendation for Compressor Gas Turbines

Existing Units Other. Regulatory | Technology Initial BARCT_
(ppmv @ 15% Requirements Assessment Recommendation
oxygen, dry) (ppmv @ 15% (ppmv @ 15% (ppmv @ 15%
' oxygen, dry) oxygen, dry) oxygen, dry)
Retrofit 64 50 3.5 3.5
New Install 64 50 3.5 3.5

Other Gas Turbines

The BARCT assessment provided above analyzed existing gas turbines. However, the rule may
apply to gas turbines using a fuel besides those listed above. The most likely alternative fuel is
biogas that will have contaminant issues such as hydrogen sulfide and siloxanes, which will limit
the ability to utilize post-combustion technologies. The technology assessment found that the use
of pre-combustion technology can meet a concentration of 12.5 ppmv NOx at 15% oxygen on a
dry basis. The initial BARCT recommendation for other gas turbines is 12.5 ppmv at 15% oxygen
on a dry basis.

In summary, the initial BARCT recommendations are presented in Table 2-14 below:



Table 2-14 — Summary of Initial BARCT Recommendation

Equipment Initial BARCT_
Recommendation
Natural Gas Combined Cycle Gas Turbine 2 ppmv @ 15% oxygen, dry
Natural Gas Simple Cycle Gas Turbine 2.5 ppmv @ 15% oxygen, dry
Compressor Gas Turbine 3.5 ppmv @ 15% oxygen, dry
Produced Gas Turbine 5 ppmv @ 15% oxygen, dry
Outer Continental Shelf Produced Gas Turbine | 15 ppmv @ 15% oxygen, dry
Outer Continental Shelf Liquid Fuel Turbine 30 ppmv @ 15% oxygen, dry
Other Gas Turbine 12.5 ppmv @ 15% oxygen, dry

Cost-Effectiveness Analysis

Cost-effectiveness is examined for each equipment category type. Cost-effectiveness is measured
in terms of control costs (dollars) per air emissions reduced (tons). If the cost per ton of emissions
reduced is less than the maximum required cost-effectiveness, then the control method is
considered to be cost-effective. The 2016 Air Quality Management Plan (AQMP) establishes a
cost-effectiveness threshold of $50,000 per ton of NOXx reduced.

The discounted cash flow method (DCF) is used in to determine cost-effectiveness. The DCF
method calculates the present value of the control costs over the life of the equipment by adding
the capital cost to the present value of all annual costs and other periodic costs over the life of the
equipment. A real interest rate of four per cent and a 25-year equipment life is used. The cost-
effectiveness is determined by dividing the total present value of the control costs by the total
emission reductions in tons over the same 25-year equipment life.

Baseline emissions are determined by using reported fuel consumption and the permit NOXx
concentration limit corrected to 15% oxygen on a dry basis. Proposed Amended 1134 — Emissions
of Oxides of Nitrogen from Stationary Gas Turbines (PAR 1134) emissions are determined by
using reported fuel consumption and the proposed emission limit. Emission reductions are the
difference between baseline emissions and PAR 1134 emissions.

Costs for retrofitting stationary gas turbines were determined using U.S. EPA’s Air Pollution
Control Cost Estimation Spreadsheet for Selective Catalytic Reduction. The methodology used in
the spreadsheet is based on U.S. EPA Clean Air Markets Division Integrated Planning Model.
Size and costs of selective catalytic reduction control equipment and operational costs are based
on size, fuel burned, NOx removal efficiency, reagent consumption rate, and catalyst costs. Fuel
consumption is based on 2015 reported fuel usage. Values are reported in 2015 dollars. Cost-
effectiveness is not reported for turbines that are already meet the proposed BARCT emission
limits.

Natural Gas Combined Cycle Gas Turbines
All but one of the eighteen natural gas combined cycle gas turbines currently have NOx permit
limits greater than the proposed NOx concentration limit of 2 ppmv at 15% oxygen on a dry basis.
Six units are permitted at 2.5 ppmv NOx at 15% oxygen on a dry basis. The remaining eleven
units are permitted at 9 ppmv NOx at 15% oxygen on a dry basis or above. The cost-effectiveness
for natural gas combined cycle gas turbines is presented below in Table 2-15 below.




Table 2-15 — Natural Gas Combined Cycle Gas Turbine® Cost-Effectiveness

NOX Capaci
2015 Permit pacity
Input Annual - Limit |Capital |Operating[Emission o . Sl
. Output Estimated|% . __|Effectiveness|(%0) at
Unit (MMBTU/ (MW) NOx MWh/yr |Capacity (ppmv [Cost Cost Reductions ($/ton $50.000
HR) Emissions yr [©apacilyl @ 1505 (Millions)|(millions) |(tons) reduced)  lper ton
(tons) oxygen, pf
dry) of NOXx
Reduced
NG CS10 410 60 192.7 7,500 1.4% 102 $7.21 $0.49 188.9 $3,229 0.1%
NG CS3 |16 1 2.4 4,800 49.8% 41 $0.54 $0.04 2.3 $21,064 21.0%
NG CS1 |59 3 10.8 22,800 90.1% 25 $1.00 $0.09 9.9 $9,802 17.7%
NG CS2 |59 3 4 22,800 90.1% 25 $1.00 $0.09 3.7 $26,465 47.7%
NG CS8 |59 6 26.2 47,000 89.4% |21 $1.61 $0.14 23.7 $6,477 11.6%
NG CS9 |59 6 24.1 44,000 83.7% |21 $1.61 $0.14 21.8 $7,042 11.8%
NG CS4 (234 24 33.3 75,000 36.3% 12 $3.93 $0.29 27.8 $12,516 9.1%
NG CS6 |46 3 5.3 18,000 68.4% 9 $0.98 $0.07 4.1 $42,269 57.8%
NG CS7 49 3 5.6 19,000 72.3% 9 $0.98 $0.07 4.4 $40,256 58.2%
NG CS17 446 48 10.2 75,000 17.7% |9 $6.25 $0.44 8.0 $67,219 23.8%
NG CS5 [221 21 19.2 140,000 [76.1% |9 $3.72 $0.30 14.8 $23,418 35.6%
NG CS18 [350 30 1 6,000 2.3% 2.5 $4.59 $0.33 0.2 $1,826,656 84.0%
NG CS11 |57 5 0.6 20,000 45.7% 2.5 $1.43 $0.11 0.1 $1,094,878 999.9%
NG CS12 |57 5 0.2 10,000 228% |25 $1.43 $0.11 0.0 $3,284,635  [1499.8%
NG CS13 |162 13 35 100,000 [85.2%  [2.5 $2.72 $0.22 0.6 $422,044 719.1%
NG CS15 [114 6 0.4 44,000 89.7% |25 $1.54 $0.11 0.1 $1,668,033  [2992.2%
NG CS16 114 6 0.4 44,000 89.7% 2.5 $1.54 $0.11 0.1 $1,668,033 2992.2%

Average Cost-Effectiveness (Excluding Near-Limit Turbines): $11,500
1- Natural Gas Combined Cycle Gas Turbine with Associated Duct Burner

For the natural gas combined cycle gas turbines as a class permitted at 2.5 ppmv NOx at 15%
oxygen on a dry basis (near-limit turbines), the cost-effectiveness threshold of $50,000 per ton
reduced is never reached, even when used at 100% annual capacity factor. Those six units will
not be required to retrofit to the proposed BARCT limit. For the remaining units, a low-use
provision is included in the proposed rule allowing the units to operate at current permitted levels
if their annual capacity factor remains below 25% in any one year and 10% averaged over three
consecutive years. Otherwise, it is cost-effective for the combined cycle natural gas turbines to
meet the proposed 2 ppmv NOXx at 15% oxygen on a dry basis.

Natural Gas Simple Cycle Gas Turbines
Twenty of twenty-two natural gas simple cycle gas turbines have permitted NOx limits greater
than the proposed BARCT limit of 2.5 ppmv at 15% oxygen on a dry basis. Ten of the natural gas
simple cycle gas turbines that are permitted at NOx concentration levels above the proposed limit
are used sporadically to support renewable power generation or are no longer in use. The cost-
effectiveness for natural gas simple cycle gas turbines is presented below in Table 2-16 below.




Table 2-16 — Natural Gas Simple Cycle Gas Turbine Cost-Effectiveness

Annual
2015 sg’)riwit Capacity
Uni I,r\]/lpl\ljltBT Output ﬁgnual Estimated %Capaci Lt gapital 8perating En;issiqn E?f?étiveness z}:;tg[
o (U/HR) R Em;(ssion s ty (@pplnsﬁ(\% (ra?ltlions) (rrcl)?ltlions) nse (tlil)iltslgJ (i HENED
s (tons) oxygen, reduced) ﬁle(; ;on of
AR Reduced
NG SS13 | 246 23 26.1 22,000 10.9% 42 $3.87 $0.33 24.5 $15,067 3.3%
NG SS14 | 466 42 279.2 250,000 67.9% 42 $5.72 $0.69 262.4 $2,586 3.5%
NG SS8 50 4 29.3 31,500 89.9% 40 $1.24 $0.12 27.5 $4,675 8.4%
NG SS9 50 4 29.3 31,500 89.9% 40 $1.24 $0.12 27.5 $4,675 8.4%
NG SS10 | 229 22.4 32.4 75,000 38.2% 9 $3.80 $0.34 23.4 $15,927 12.2%
NG SS11 | 250.6 23.1 27.3 190,000 94.1 9 $3.88 $0.32 19.7 $18,352 34.5%
NG SS28 | 221 21.8 19.0 140,000 73.3% 9 $3.72 $0.29 14.8 $23,418 65.7%
NG SS29 | 221 21.8 23.1 160,000 83.7% 9 $3.72 $0.30 18.2 $19,043 55.5%
NG Ss12 | 1080 158 4.9 20,000 1.4% 8 $13.53 $1.02 3.3 $376,566 10.5%
NG SS19 | 530.2 43.8 0.0 0 0.0% 7 $5.88 $0.43 0.0 N/A 17.1%
NG SS15 | 472.5 39 32.6 340,000 99.5% 5 $12.70 $0.45 16.3 $49,026 99.0%
NG SS17 | 43.8 4.6 7.0 4,000 9.9% 5 $1.36 $0.11 1.6 $78,135 15.5%
NG SS20 | 136.5 10.5 0.0 0 0% 5 $2.3 $0.15 0 N/A 34.0%
NG SS21 | 136.5 10.5 0.0 0 0% 5 $2.3 $0.15 0 N/A 34.0%
NG SS22 | 136.5 10.5 0.0 0 0% 5 $2.3 $0.15 0 N/A 34.0%
NG SS23 | 136.5 10.5 0.0 0 0% 5 $2.3 $0.15 0 N/A 34.0%
NG SS24 | 136.5 10.5 0.1 100 0.1% 5 $2.3 $0.15 0 N/A 34.0%
NG SS25 | 136.5 10.5 0.0 0 0% 5 $2.3 $0.15 0 N/A 34.0%
NG SS26 | 136.5 10.5 0.0 0 0% 5 $2.3 $0.15 0 N/A 34.0%
NG SS27 | 136.5 10.5 0.0 0 0% 5 $2.3 $0.15 0 N/A 34.0%

Average Cost-Effectiveness (Excluding Low-Use Turbines): $8,400

A low-use provision is included in the proposed rule allowing the units to operate at current
permitted levels if their annual capacity factor remains below 25% in any one year and 10%
averaged over three consecutive years. Otherwise, it is cost-effective for the simple cycle natural
gas turbines to meet the proposed 2.5 ppmv NOx at 15% oxygen on a dry basis.

Produced Gas Turbines

There are nine produced gas turbines employed in oil and gas production; six are OCS turbines.
These do not include turbines used for refining of oil or gas which will be subject to Proposed Rule
1109.1 when it is adopted. Produced gas turbines use the gas released from oil fields. Because
the flow of gas from oil fields is inconsistent, there is significant variation in the operating load
level of the turbines. In some cases, the gas may be supplemented with natural gas. In the case of
OCS turbines, natural gas is unavailable and the produced gas may be supplemented with diesel
fuel. One of the three non-OCS produced gas turbines currently meets the proposed BARCT limit
of 5 ppmv at 15% oxygen on a dry basis.

Table 2-17 — Produced Gas Turbine Cost-Effectiveness

NOX Annual
. Capacity

2ok P?”T“t . . _— Cost- Factor

Annual q Limit Capital Operating | Emission A

Unit Input Output NOX Estimated %Capacity | (ppmv Cost Cost Reductions Effectiveness (%) at
WIS | G050 i || DAMTRTE @ 15% | (Millions) | (millions) | (tons) ($’;°” ’ $5°'f°°

(tons) oxygen, reduced) per ton

dry) of NOx
Y Reduced

PGT2 | 49 4.8 4.0 30,000 71.4% 9 $1.24 $0.09 1.8 $47,213 67.4%
PGT3 | 49 4.8 15 15,000 35.7% 9 $1.24 $0.07 0.7 $136,500 97.5%

Average Cost-Effectiveness: $81,400




As a class, produced gas turbines cannot cost-effectively meet the proposed BARCT limit of 5
ppmv at 15% oxygen on a dry basis.

Table 2-18 — Outer Continental Shelf Produced Gas Turbine Cost-Effectiveness

Annual

NOXx .

2015 Permit Capacity
Input Output il Estimated Lt il Ozl | Bl <E:?fsegtiveness z;c;tg[

Unit (MpMBTU/HR) (MV'\)/) NOx MWhyr %Capacity | (ppmv Cost Cost Reductions ($/ton $5% 000

Emissions Y @ 15% | (Millions) | (millions) | (tons) duced '

(tons) oxygen, reduced) per ton

dry) of NOx

i Reduced
PGOCSTL1 | 29 2.5 53.8 20,000 91.3% 65 $0.91 $0.09 46.3 $2,012 3.7%
PGOCST2 | 29 2.5 47.8 20,000 91.3% 65 $0.91 $0.09 41.1 $2,267 4.1%
PGOCST3 | 29 2.5 45.2 20,000 91.3% 65 $0.91 $0.09 38.9 $2,395 4.4%
PGOCST4 | 42 2.5 8.0 3,500 16.0% 140 $0.91 $0.07 7 $11,481 3.7%
PGOCSTS5 | 42 2.5 3.4 1,500 6.8% 140 $0.91 $0.07 2.9 $27,351 3.7%
PGOCST6 | 42 2.5 9.2 4,300 19.6% 130 $0.91 $0.07 8.6 $9,804 3.9%

Average Cost-Effectiveness: $3,600

As a class, OCS produced gas turbines can cost-effectively meet the proposed BARCT limit of 5
ppmv at 15% oxygen on a dry basis. Cost-effectiveness is not calculated for liquid fuel use on
outer continental shelf produced gas turbines because the emissions concentration that can be met
is twice the value of the produced gas limit.

Compressor Gas Turbines
There are seven compressor gas turbines; all are permitted over the proposed BARCT limit of 3.5
ppmv NOx at 15% oxygen on a dry bases. The cost-effectiveness for compressor gas turbines is
presented below in Table 2-19 below.

Table 2-19 — Compressor Gas Turbine Cost-Effectiveness

Annual
NOx .

. Capacity
e Output i?nl:ual Estimated 9%Capaci t?':ir;lt Gl Ozl Eiiltslion E?f?;tiveness E’?C)tg:
Unit (Ul\llll_l:/'I?E)’»T (MV‘\’,) r;ox _ Tt t; p (@pplrg‘\; ?rng?ltl' ) E:osltI ) Re((itucti;J (slton $5‘6 000

mission o illions millions ns (tons '

s (tons) oxygen, reduced) ﬁec; ;on of

d) Reduced
NG CG1 150 11 62.1 48,000 49.8% 81 $2.39 $0.24 59.6 $ 4,230 4.3%
NG CG2 150 11 61.7 44,000 45.7% 81 $2.39 $0.24 59.2 $ 4,258 4.3%
NG CG3 150 11 60.0 42,000 43.6% 81 $2.39 $0.24 57.5 $ 4,384 4.4%
NG CG4 13.11 0.9 4.3 2,500 31.7% 68 $0.47 $0.04 4.1 $ 10,946 4.5%
NG CG6 13.11 0.9 3.9 1,800 22.8% 68 $0.47 $0.04 3.7 $ 12,130 5.1%
NG CG5 13.11 0.9 3.9 1,800 22.8% 67 $0.47 $0.04 3.7 $ 12,130 5.1%
NG CG7 13.11 0.9 3.7 1,700 21.6% 64 $0.47 $0.04 3.5 $ 12,823 7.6%

Average Cost-Effectiveness: $4,900

As a class, compressor gas turbines can cost-effectively meet the proposed BARCT limit of 3.5
ppmv at 15% oxygen on a dry basis.

BARCT Emission Limit Recommendation

In all categories, the technology is available to meet the Initial BARCT NOXx concentration limits.
Low-use and near-limit provisions are included in the rule to address units that are not cost-
effective. The provision allows low-use equipment to continue operating without retrofit provided



that they do not exceed an annual capacity factor limit and that they include an annual capacity
factor in their Permit to Operate. This ensures that turbines that increase use to the point where
the cost-effectiveness threshold is reached, that they will be required to retrofit the units to meet
the proposed BARCT concentration limits.

The BARCT emission limits for the proposed rule are listed below in Table 2-20.

Table 2-20 — Summary of BARCT Recommendation

Equipment Final BARCT

quip Recommendation
Natural Gas Combined Cycle Gas Turbine 2 ppmv @ 15% oxygen, dry
Natural Gas Simple Cycle Gas Turbine 2.5 ppmv @ 15% oxygen, dry
_ll\_lsl:girﬁLGas Simple Cycle Compressor Gas 3.5 ppmv @ 15% oxygen, dry
Produced Gas Turbine 9 ppmv @ 15% oxygen, dry
Outer Continental Shelf Produced Gas Turbine | 15 ppmv @ 15% oxygen, dry
Outer Continental Shelf Liquid Fuel Turbine 30 ppmv @ 15% oxygen, dry
Other Gas Turbine 12.5 ppmv @ 15% oxygen, dry
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Chapter 3 Summary of Proposals

INTRODUCTION

Proposed Amended Rule 1134 — Emissions of Oxides of Nitrogen from Stationary Gas Turbines
(PAR 1134) establishes NOx and ammonia emission limits gas turbines. Additionally, PAR 1134
establishes provisions for monitoring, reporting, and recordkeeping, and establishes exemptions
from specific provisions.

PURPOSE (Subdivision (a))

Purpose (subdivision (a)) is added to PAR 1134 to be consistent with the structure of current
SCAQMD rules. The purpose of PAR 1134 is to reduce emissions of oxides of nitrogen from
stationary gas turbines.

APPLICABILITY (Subdivision (b))

While there is no specific language excluding RECLAIM facilities from current Rule 1134, a few
turbines are currently subject to Rule 1134. Many turbines are included in the RECLAIM program
and as such are not required to meet the NOx concentration limits imposed by Rule 1134.
However, gas turbines existing as of August 4, 1989 and used at publicly-owned treatment works,
landfills, hospitals and other public facilities, and sources which were not covered under
RECLAIM, were still required to meet the concentration limits in Rule 1134 through application
of various control technologies. New turbines installed at non-RECLAIM facilities after August
4, 1989 are not subject to Rule 1134. PAR 1134 will apply to all stationary gas turbines located
at non-RECLAIM and RECLAIM facilities, regardless of the date they were permitted. NOXx
generating equipment located at petroleum refineries and refinery associated facilities will be
subject to forthcoming Proposed Rule 1109.1 — Refinery Equipment. Similarly, NOx generating
equipment located at landfills or fueled with landfill gas will be subject to Proposed Rule 1150.3
— NOx Emission Reduction from Combustion Equipment at Landfills and NOx generating
equipment located at publicly owned treatment works will be subject to Proposed Rule 1179.1 —
NOx Emission Reduction from Combustion Equipment at Publicly Owned Treatment Work
Facilities. In the interim, those facilities subject to Rule 1134 or having permit conditions
referencing Rule 1134 will remain subject to those conditions until the new source-specific rules
are adopted.

DEFINITIONS (Subdivision (c))

PAR 1134 adds and modifies definition to clarify and explain key concepts and removes obsolete
definitions. Please refer to PAR 1134 for each definition.

Proposed Deleted Definitions: ~ Chemical Processing Gas Turbine
Emission Control Plan
Higher Heating Value of Fuel (HHV)
Lower Heating Value of Fuel (LLV)
Peaking Gas Turbine Unit
Sewage Digester Gas
Southeast Desert Air Basin (SEDAB)
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Proposed Modified Definitions: Cogeneration Gas Turbine

Proposed Added Definitions:

Combined Cycle Gas Turbine

Compressor Gas Turbine (formerly Pipeline Gas

Turbine Unit)
Emergency Standby Gas Turbine
Existing Gas Turbine
Stationary Gas Turbine

Annual Capacity Factor

Duct Burner

Former RECLAIM NOx Facility
Landfill

Natural Gas

Non-RECLAIM NOXx Facility
Oxides of Nitrogen (NOx) Emissions
Outer Continental Shelf
Petroleum Refinery

Produced Gas

Publicly Owned Treatment Works
RECLAIM NOx Facility
Shutdown

Simple Cycle Gas Turbine
Start-Up

Tuning

EMISSIONS LIMITS (Subdivision (d))

The emissions limits in paragraph (d)(1) will be applicable to existing turbines currently subject
to Rule 1134. The emissions limits in (d)(1) are applicable in the interim until the turbine can
comply with emissions limits in Table | of paragraph (d)(3) or December 31, 2023, whichever
comes first. Turbines that are located at a RECLAIM NOXx facility or a former RECLAIM NOx

facility are not subject to (d)(1).

The emission limits in Tables | of PAR 1134 are based on the BARCT assessment presented in
Chapter 2 — BARCT Assessment. The effective date is January 1, 2024.
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Chapter 3 Summary of Proposals

PAR 1134, Table I: Emissions Limits for Stationary Gas Turbines

e NOx! Ammonia | Oxygen Correction
(Ppmv) (Ppmv) (%, dry)
Liquid — Outer Continental Shelf 30 5 15
Natural Gas — Combined Cycle 2 5 15
Natural Gas — Simple Cycle 2.5 5 15
Produced Gas 9 5 15
Produced Gas — Outer Continental Shelf | 15 5 15
Other 125 5 15

1 — The NOx emission limits in Table 1 shall not apply during start-up,
shutdown, and tuning.

The emission limits in Table 1l of PAR 1134 also reflect the BARCT assessment presented in
Chapter 2— BARCT Assessment. The effective date for compressor gas turbines is two years after
a permit to construct is issued by the Executive Officer. The application must be submitted to
SCAQMD by July 1, 2022 as required in paragraph (d)(8).

PAR 1134, Table I1: Emissions Limits for Compressor Gas Turbines

Fuel Type NOx! Ammonia | Oxygen Correction
(ppmv) | (ppmv) | (%, dry)
Natural Gas — Compressor Gas Turbine 35 10 15

1 The NOx emission limits in Table 1 shall not apply during start-up,
shutdown, and tuning.

Subparagraph (d)(5) states that requirements for start-up, shutdown, and tuning periods will be
included in each stationary gas turbine’s permit. The requirements will specify duration, mass
emissions, and number of start-ups, shutdowns, and, if applicable, tunings. Requirements for start-
up, shutdown, and tuning of existing stationary gas turbines are currently in the operating permits
for that equipment. Additionally, start-up, shutdown, and tuning are unique to each unit and
evaluated during the permitting process.

Subparagraph (d)(6)(B) requires the emissions limits of turbines that are installed after [Date of
Adoption] to be averaged over a 60-minute rolling average. For stationary gas turbines installed
before [Date of Adoption], subparagraph (d)(6)(A) requires turbines to retain their current
averaging time. The averaging times for these units were evaluated during the permitting process
and shall be maintained.
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Paragraph (d)(7) prohibits the use of liquid fuel in a stationary gas turbine except for outer
continental shelf gas turbines which do not have access to natural gas.

Paragraph (d)(8) requires that by July 1, 2022 facilities must submit applications for a permit to
construct or to reconcile their permits with Rule 1134. As facilities transition out of RECLAIM
to Rule 1134, their permits will need to be revised to remove references to RECLAIM rules and
include references to Rule 1134.

To address the technology forcing nature of the compressor gas turbine emissions limits, an
extension of up to one year for compliance with the NOx and ammonia emissions limits in Table
Il is included and a three year extension for compliance with the ammonia emissions limits in
Table 1I. The one year extension is allowed to address permitting, land acquisition, or some other
extenuating circumstance that prevents the implementation of the lower emitting technology. The
three year extension is to allow time to confirm that ammonia limits can be complied with at
various load conditions. The time extension must be submitted at least 30 days before the
compliance deadlines and must include: which units need a time extension, the reason(s) an
extension is needed, the progress to date of the project, and the length of time requested. The
facility must also demonstrate that at least 25% of NOx emission reductions will be realized by
December 31, 2023 in comparison to 2017 NOx emissions. If an extension greater than 12 months
is requested for compliance with the ammonia emission limits, the turbine must be equipped with
an ammonia continuous emission monitoring system certified under an approved SCAQMD
protocol. If an extension greater than 24 months is requested for compliance with the ammonia
emission limits, the facility must demonstrate that the turbine is operating less than 1,000 hours
per year. To be approved for the time extension, the Executive Officer will determine if the facility
followed the proper procedure for submitting a request for time extension and if the time extension
was needed due to an extenuating circumstance. Examples of extenuating circumstances includes,
but is not limited to engineering designs, construction plans, land acquisition contracts, permit
applications, test results, and purchase orders that impact scheduling.

MONITORING, RECORDKEEPING, AND REPORTING (Subdivision (e))

Staff is currently working on adopting Rule 113 — Monitoring, Reporting, and Recordkeeping
(MRR) Requirements for NOx and SOx Sources. Once Rule 113 is adopted, all Rule 1134
equipment will transition to Rule 113 for MRR. For the interim period, the intention of the PAR
1134 MRR is to maintain current MRR for all facilities and streamline reporting requirements for
former RECLAIM NOXx facilities. Turbines that are non-RECLAIM NOx sources already comply
with Rule 218 — Continuous Emission Monitoring (Rule 218) in addition to other MRR
requirements. Therefore, requiring compliance with Rule 218 will not affect these units.

Paragraph (e)(1) requires that turbines 2.9 MW and larger located at non-RECLAIM NOXx facilities
retain their continuous emission monitoring systems (CEMS).

Subparagraph (e)(2)(A) requires turbines smaller than 2.9 MW and located at a non-RECLAIM
NOx facility to conduct a source test to demonstrate compliance with NOx and carbon monoxide
concentrations and demonstrated percent efficiency (EFF), if applicable.
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Subparagraph (e)(2)(B) requires stationary gas turbines operating with a catalytic control device
to conduct source testing to determine compliance with the ammonia concentration emission limit.
Alternatively, a certified ammonia CEMS may be used to determine compliance in lieu of source
testing. At this time, SCAQMD is in the process of finding a host site for an ammonia CEMS
demonstration project. Upon successful demonstration, SCAQMD will develop an ammonia
CEMS protocol. Once an ammonia CEMS protocol is developed then SCAQMD intends to
require ammonia CEMS instead of source testing to demonstrate compliance with the ammonia
limits. At this time, an ammonia CEMS is approximately $60,000. The provision that allows for
ammonia CEMS instead of source testing allows facilities to transition to ammonia CEMS once a
protocol is ready, but is not specifically required by Rule 1134.

Source tests to determine compliance with NOx concentration limits for turbines not equipped
with NOx CEMS shall be conducted every calendar year according to clause (e)(2)(C)(i). Clause
(€)(2)(C)(ii) states that turbines emitting less than 25 tons per year of NOx may source test at least
once every three calendar years. Additionally, clause (e)(2)(C)(iii) requires turbines not equipped
with ammonia CEMS to source test quarterly when initially installed and after an annual test is
failed. After four consecutive compliant ammonia source tests, source testing of ammonia may be
conducted every calendar year. Turbines currently testing for ammonia annually may retain that
schedule until an annual test is failed.

Paragraph (e)(3) applies to RECLAIM NOXx facilities and requires that current MRR be maintained
until the facility leaves RECLAIM.

Paragraph (e)(4) applies to former RECLAIM NOx facilities. To demonstrate compliance with
the NOx emissions limits, these facilities will be required to comply with SCAQMD Rule 2012
with the exception of the following provisions that reference reporting requirements or that do not
apply to stationary gas turbines:

e Rule 2012 (c)(3) — facility permit holder of a major NOx source

e Rule 2012 (c)(4) — Super Compliant Facilities

e Rule 2012 (c)(5) — facility Permit holder of a facility which is provisionally approved for

NOx Super Compliant status

e Rule 2012 (c)(6) — after final approval of Super Compliant status

e Rule 2012 (c)(7) — facility designated as a NOx Super Compliant Facility

e Rule 2012 (c)(8) — super Compliant Facility exceeds its adjusted allocations

e Rule 2012 (d)(2)(B) — install, maintain and operate a modem

e Rule 2012 (d)(2)(C) — equipment-specific emission rate or concentration limit

e Rule 2012 (d)(2)(D) — monitor one or more measured variables as specified in Appendix
A

e Rule 2012 (d)(2)(E) — comply with all applicable provisions of subdivision (f)

e Rule 2012 (e) — NOx Process Unit

e Rule 2012 (g)(5) — system is inadequate to accurately determine mass emissions

e Rule 2012 (g)(6) — sharing of totalizing fuel meters

e Rule 2012 (g)(7) — equipment which is exempt from permit requirements pursuant to

Rule 219 - Equipment Not Requiring A Written Permit Pursuant to Regulation |1
e Rule 2012 (g)(8) —rule 2012 and Appendix A
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e Rule 2012 (h)(1) — facilities with existing CEMS and fuel meters as of October 15, 1993

e Rule 2012 (h)(2) — interim emission reports

e Rule 2012 (h)(4) — installation of all required or elected monitoring and reporting systems

e Rule 2012 (h)(5) — existing or new facility which elects to enter RECLAIM or a facility
which is required to enter RECLAIM

e Rule 2012 (h)(6) — new major NOx source at an existing facility

e Rule 2012 (i) — Recordkeeping

e Rule 2012 (k) — Exemption

e Rule 2012 (I) — Appeals

e Reported Data and Transmitting/Reporting Frequency requirements from Rule 2012

Appendix A — “Protocol for Monitoring, Reporting and Recordkeeping for Oxides of
Nitrogen (NOx) Emissions”

TEST METHODS (Subdivision (f))
SCAQMD Method 207.1 is included to determine ammonia concentration during source testing.

RECORDKEEPING (Subdivision (g))

The recordkeeping provisions in subdivision (g) are maintained with two minor changes.
Paragraph (g)(3) will require the use of a data acquisition system as a replacement for monthly
reporting for units that require CEMS. Also, results from source tests shall be submitted within
60 days after source testing is completed.

EXEMPTIONS (Subdivision (h))

The current exemption for chemical processing gas turbine units in subparagraph (h)(1)(C) has
been removed and those units must comply with applicable limits in Proposed Rule 1109.1 —
Refinery Equipment when it is adopted. The current exemptions in subparagraph (h)(1)(D) and
(h)(2)(B) have been removed, these exemptions are no longer necessary because Southeast Desert
Air Basin is located outside the SCAQMD. There are no turbines located on San Clemente Island
and therefore the exemption in subparagraph (h)(2)(C) is unnecessary.

Rule 1134 will be amended to include several new exemptions. The first new exemption,
subparagraph (h)(3), exempts existing combined cycle gas turbines at 2.5 ppmv NOx at 15%
oxygen on a dry basis from the emissions limitations in paragraph (d)(3), with the condition that
the units keep their NOx and ammonia limits, start-up, shutdown, and tuning requirements, and
averaging times on the current permit. According to the BARCT assessment, it is not cost-
effective for combined cycle gas turbines at 2.5 ppmv NOx at 15% oxygen on a dry basis to reduce
their limits to 2 ppmv at 15% oxygen on a dry basis.

To address low-use stationary gas turbines, a low-use provision, paragraph (h)(4) is included in
PAR 1134. The provision allows low-use equipment to continue operating without retrofit
provided that they: do not exceed annual capacity factor limits; include annual capacity factor
limits in their permit; and keep the NOx and ammonia limits, start-up, shutdown, and tuning
requirements, and averaging times on their current permit. The annual capacity factor, paragraph
(©)(1), is defined as the ratio between the actual annual input and the annual maximum heat input
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if operated continuous over one year. The annual capacity factor limits for gas turbines in
subparagraph (h)(4)(A) is less than twenty-five percent in one calendar year and less than ten
percent averaged over three years. In order to obtain the low-use exemption, subparagraph
(h)(4)(B) requires that an application for the low-use exemption be submitted by July 1, 2022.
Subparagraph (h)(4)(C) requires that annual capacity factor to be determined annually and
submitted to the Executive Officer no later than March 1 following the reporting year.  If a unit
exceeds the annual capacity factor, subparagraph (h)(4)(D) states the owner or operator is subject
to a notice of violation for each year of exceedance and for each annual and/or three-year
exceedance. Clause (h)(4)(D)(iii) requires that after two years of the date of reported exceedance,
the unit must come into compliance with the emissions limits in Table I. There are also interim
milestone requirements in clauses (h)(4)(D)(i) and (h)(4)(D)(ii): submitting a permit application
within six months from the date of reported exceedance and a CEMS plan within six months from
the date of permit application submittal.

If a stationary gas turbine is not using selective catalytic reduction or other processes that add
ammonia into the exhaust gas, then paragraph (h)(5) exempts those turbines from ammonia
concentration limits and source testing requirements.
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Chapter 4 Impact Assessment

POTENTIALLY IMPACTED FACILITIES

There are 39 facilities that are potentially impacted by Proposed Amended Rule 1134 — Emissions
of Oxides of Nitrogen from Stationary Gas Turbines (PAR 1134). Of these 39 facilities, 24 are
currently in the NOx RECLAIM program. The remaining facilities are not in the RECLAIM
program and eight of these are currently subject to SCAQMD Rule 1134. Seven facilities are not
subject to RECLAIM nor Rule 1134 because of the applicability requirements of RECLAIM and
Rule 1134 (i.e., the turbines were built after 1989).

There are approximately 73 turbines at these 39 facilities: 6 are at the proposed emissions limits,
17 are emergency standby gas turbines, 6 are exempt, and 11 qualify for the low-use provisions.
The remaining 33 turbines will need to be replaced, repowered, or retrofitted to come into
compliance with PAR 1134.

The seven exempt units are exempt from emissions limits in PAR 1134 Table | because of the
exemption in paragraph (h)(3) and listed in Table 4-1 below.

Table 4-1: Combined Cycle Turbines Exempt Due to PAR 1134 Paragraph (h)(3)

Current NOx
Eacilit SCAQMD Permit Limit
y Permit (ppmv at 15%
oxygen, dry)
City of Riverside, Public Utilities Department Turbine D1 2.5
MillerCoors USA F99403 2.5
MillerCoors USA F99402 2.5
Kimberly-Clark Worldwide G33192 2.5
Orange County, Central Utility Facility G35244 2.5
Orange County, Central Utility Facility G35245 2.5
University of California at Irvine G46888 2.5

Assuming similar usage as in 2015, 11 turbines would qualify for the low-use provisions, as
summarized in Table 4-2.
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Table 4-2: Units Potentially Utilizing Low-Use Provisions in Paragraph (h)(4)

Current NOXx
Facility SCAQ_MD Permit Limit
Permit (ppmv at 15%
oxygen, dry)
Harbor Cogeneration G48131 8
CES Placerita F96765 7
California State University, Fullerton G20025 5
Colton Power Turbine D1 5
Colton Power Turbine D8 5
Colton Power Turbine D15 5
Colton Power Turbine D22 5
Colton Power Turbine D1 5
Colton Power Turbine D8 5
Colton Power Turbine D15 5
Colton Power Turbine D22 5

Analysis of Facilities with PAR 1134 Equipment and Other Landing Rules

Staff has reviewed permits for all PAR 1134 units, and identified the number of non-PAR 1134
combustion units a facility has that will require retrofit or replacement because of revisions to
BARCT. Eight facilities had between one and five boilers subject to Rule 1146 or Rule 1146.1
which were amended in fall 2018. Two facilities have more than five internal combustion engines
that will be subject to Rule 1110.2 that is scheduled to be amended in summer 2019. One of the
two facilities already has indicated that they will have completed retrofit or replacement by
December 31, 2023. The second facility has requested that more time be allotted to conduct
retrofits and replacement. That corporation also has three other facilities with equipment likely to
require retrofit or replacement from PAR 1110.2. The emissions from internal combustion engines
significantly exceeds the emissions from the turbines. However, the facility is considering
replacing some internal combustion engines with turbines. Additional time has been allotted for
that facility as contained in paragraphs (d)(4) and (d)(9).

EMISSION INVENTORY AND EMISSION REDUCTIONS

The NOx emission inventory for turbines subject to PAR 1134 is 3.2 tons per day in 2015 as seen
in Table 4-3 below.
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Table 4-3 — NOx Emission Inventory and MWh Capacity

Equipment Type 2015 NOx Emission Inventory | MWh :
(tons per day) Capacity
Combined Cycle Turbines 0.9 258
Simple Cycle Turbines 1.2 540
Produced Gas Turbines <01 161
Outer Continental Shelf Gas Turbines | 0.5 15
Compressor Gast Turbines 0.6 37
Total 3.2 1,011

After the implementation of the BARCT limits, 2.8 tons per day of NOx emission reductions will
be realized as seen in Table 4-4 below.

Table 4-4 — NOx Emission Reductions

2015 NOx Emission 2015 NOx Emissions
Equipment Type Inventory Reductions

(tons per day) (tons per day)
Combined Cycle Turbines 0.9 0.8
Simple Cycle Turbines 1.2 1.1
Produced Gas Turbines <01 0.0
Outer Continental Shelf Gas Turbines 0.5 0.4
Compressor Gas Turbines 0.6 0.5
Total 3.2 2.8

The use of ammonia in the selective catalytic reduction (SCR) process results in an increase of
particulate matter emissions. There are 7 turbines that already utilize SCR but will increase their
ammonia usage by an estimated 30% to meet the proposed emissions limits. The particulate matter
increase is 9,900 pounds annually or 0.01 tons per day. Twenty-three turbines do not currently
utilize SCR. The particulate matter increase from incorporating SCR into their process is expected
to increase particulate matter emissions by approximately 112,000 pounds annually or 0.15 tons
per day.

COST-EFFECTIVENESS

Cost-effectiveness is examined for each equipment category type. Cost-effectiveness is measured
in terms of control costs (dollars) per air emissions reduced (tons). The 2016 Air Quality
Management Plan (AQMP) establishes a cost-effectiveness threshold of $50,000 per ton of NOx
reduced. Costs for retrofitting stationary gas turbines were determined using U.S. EPA’s Air
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Pollution Control Cost Estimation Spreadsheet for Selective Catalytic Reduction. The
methodology used in the spreadsheet is based on U.S. EPA Clean Air Markets Division Integrated
Planning Model. Size and costs of selective catalytic reduction control equipment and operational
costs are based on size, fuel burned, NOx removal efficiency, reagent consumption rate, and
catalyst costs. Fuel consumption is based on 2015 reported fuel usage. Values are reported in
2015 dollars in Table 4-5 below.

Equipment Type Cost-Effectiveness
(Cost per ton of NOx reduced)

Combined Cycle Turbines $11,500

Simple Cycle Turbines $8,400

Produced Gas Turbines $81,400

Outer Continental Shelf Gas Turbines $3,600

Compressor Gas Turbines $4,900

INCREMENTAL COST-EFFECTIVENESS

Health and Safety Code section 40920.6 requires an incremental cost-effectiveness analysis for
Best Available Retrofit Control Technology (BARCT) rules or emission reduction strategies when
there is more than one control option which would achieve the emission reduction objective of the
proposed amendments relative to ozone, carbon monoxide, sulfur oxides, oxides of nitrogen, and
their precursors. Incremental cost-effectiveness is the difference in the dollar costs divided by the
difference in the emission reduction potentials between each progressively more stringent potential
control option as compared to the next less expensive control option.

Incremental cost-effectiveness is calculated as follows:
Incremental cost-effectiveness = (Cai—Coproposed) / (Eait—Eproposed)
Where:
Chproposed IS the present worth value of the proposed control option;
Eproposed are the emission reductions of the proposed control option;
Car Is the present worth value of the alternative control option; and
Ear are the emission reductions of the alternative control option

Paragraph (h)(3) exempts natural gas combined cycle gas turbines meeting 2.5 ppmv NOXx at 15%
oxygen on a dry basis from the proposed NOx limit of 2 ppmv at 15% oxygen on a dry basis. The
progressively more stringent potential control option would be to remove the exemption and
require all natural gas combined cycle gas turbines to meet the 2 ppmv at15% oxygen on a dry
basis NOx limit. The present worth value of the proposed control option is $44,400,000 and the
emission reductions are 1,923 tons over 25 years. The present worth value of the alternative
control option is $63,300,000 and the emission reductions of the alternative control option is 1,978
tons over 25 years. The incremental cost-effectiveness for removing the exemption for natural gas
combined cycle gas turbines meeting 2.5 ppmv NOX at 15% oxygen on a dry basis is $343,600 per
ton of NOx reduced as calculated below.

Incremental cost-effectiveness = ($63,300,000 — $44,400,000) / (1,978 — 1,923) =
$343,600 per ton of NOx reduced
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The proposed rule also includes low-use provisions, paragraph (h)(4), for turbines that operate at
less than ten percent of their annual capacity. The progressively more stringent proposal control
option would be to remove the exemption. The present worth value of the proposed control option
is $117,000,000 and the emission reductions are 15,228 tons over 25 years. The present worth
value of the alternative control option is $195,700,000 and the emission reductions of the
alternative control option is 15,350 tons over 25 years. The incremental cost-effectiveness for
removing the exemption for low-use gas turbines is $687,000 per ton of NOx reduced as calculated
below.

Incremental cost-effectiveness = ($195,700,000 — $117,000,000) / (15,350 — 15,228) =
$687,000 per ton of NOx reduced

The incremental cost analyses presented above demonstrate that the provisions for low-use
equipment and equipment already permitted near the proposed limit are necessary to avoid
imposing costs that would exceed the cost-effectiveness threshold.

RULE ADOPTION RELATIVE TO COST-EFFECTIVENESS

On October 14, 1994, the Governing Board adopted a resolution that requires staff to address
whether rules being proposed for amendment are considered in the order of cost-effectiveness.
The 2016 Air Quality Management Plan (AQMP) ranked, in the order of cost-effectiveness, all of
the control measures for which costs were quantified. It is generally recommended that the most
cost-effective actions be taken first. Proposed Amended Rule 1134 implements Control Measure
CMB-05. The 2016 AQMP ranked Control Measure CMB-05 sixth in cost-effectiveness.

SOCIOECONOMIC ASSESSMENT

A Draft Socioeconomic Impact Assessment has be prepared and will be released at least 30 days
prior to the SCAQMD Governing Board Hearing on PAR 1134, which is anticipated to be heard
on April 5, 2019.

CALIFORNIA ENVIRONMENTAL QUALITY ACT

PAR 1134 is considered a “project” as defined by the California Environmental Quality Act
(CEQA), and the SCAQMD is the designated lead agency. Pursuant to CEQA and SCAQMD’s
Certified Regulatory Program (Rule 110), the SCAQMD, as lead agency for the proposed project,
prepared a Draft Subsequent Environmental Assessment (SEA) for PAR 1134 which was released
for a 45-day public review and comment period from January 29, 2019 to March 15, 2019. As of
the publication date of this Draft Staff Report, one comment letter was received. The Draft SEA
indicated that while reducing NOx emissions is an environmental benefit, secondary significant
adverse environmental impacts are also expected for the topic area of hazards and hazardous
materials.  Since significant adverse impacts were identified, an alternatives analysis and
mitigation measures are required and are included in the Draft SEA. [CEQA Guidelines Section
15252].
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The proposed project may have statewide, regional, or area-wide significance; therefore, a CEQA
scoping meeting was required (pursuant to Public Resources Code section 21083.9(a)(2)) and held
at the SCAQMD’s Headquarters in conjunction with the Public Workshop on December 18, 2019.
No comments were made at the CEQA scoping meeting related to CEQA. All comment letters
received relative to the Draft SEA and the responses to the comments will be included in Appendix
G of the Final SEA.

Prior to making a decision on the adoption of the proposed project, the SCAQMD Governing
Board must review and certify the Final SEA, including responses to comments, as providing
adequate information on the potential adverse environmental impacts that may occur as a result of
adopting the proposed project.

DRAFT FINDINGS UNDER CALIFORNIA HEALTH AND SAFETY CODE SECTION
40727
Requirements to Make Findings

California Health and Safety Code Section 40727 requires that prior to adopting, amending or
repealing a rule or regulation, the SCAQMD Governing Board shall make findings of necessity,
authority, clarity, consistency, non-duplication, and reference based on relevant information
presented at the public hearing, and in the staff report.

Necessity
Proposed Amended Rule 1134 is needed to establish BARCT requirements for stationary gas
turbines, including stationary gas turbines at facilities that will be transitioning from RECLAIM
to a command-and-control regulatory structure.

Authority
The SCAQMD Governing Board has authority to adopt amendments to Proposed Amended Rule
1134 pursuant to the California Health and Safety Code Sections 39002, 40000, 40001, 40440,
40702, 40725 through 40728, 41508, and 41508.

Clarity
Proposed Amended Rule 1134 is written or displayed so that its meaning can be easily understood
by the persons directly affected by it.

Consistency
Proposed Amended Rule 1134 is in harmony with and not in conflict with or contradictory to,
existing statutes, court decisions, or state or federal regulations.

Non-Duplication

Proposed Amended Rule 1134 will not impose the same requirements as any existing state or
federal regulations. The proposed amended rule is necessary and proper to execute the powers
and duties granted to, and imposed upon, the SCAQMD.

Reference

In amending Rule 1134, the following statutes which the SCAQMD hereby implements, interprets
or makes specific are referenced: Health and Safety Code sections 39002, 40000, 40001, 40702,
40440(a), and 40725 through 40728.5.
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COMPARATIVE ANALYSIS

Health and Safety Code Section 40727.2 requires a comparative analysis of the proposed amended
rule with any Federal or District rules and regulations applicable to the same source. A
comparative analysis is presented below in Table 4-6.
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Table 4-6: PAR 1134 Comparative Analysis
Rule PAR 1134 RECLAIM 40 CFR Part 60 GG 40 CFR Part 60 KKKK
Element
Applicability Turbines with generating capacity greater Facilities regulated under the NOx Gas turbines with heat input of > 10 Gas turbines with heat input of > 10

than 0.3 MW except those located electric
generating facilities, landfills, petroleum
refineries, and publicly owned treatment
works or fueled with landfill gas

RECLAIM program (SCAQMD Reg.
XX)

MMBtu/hr constructed or modified
before 2/18/2005

MMBtu/hr constructed or modified
after 2/18/2005

Requirements

Emission limits:

* Combined Cycle Gas Turbine and
Associated Duct Burner: NOx 2 ppmv @
15% O2; Ammonia 5 ppmv @ 15% O2

« Simple Cycle Gas Turbine: NOx 2.5 ppmv
@ 15% O2; Ammonia 5 ppmv @ 15% 02
« Produced Gas Turbine: NOx 9 ppmv @
15% 0O2; Ammonia 5 ppmv @ 15% O2

« Outer Continental Shelf Produced Gas
Turbine: NOx 15 ppmv @ 15% 0O2;
Ammonia 5 ppmv @ 15% 02

« Outer Continental Shelf Produced Gas
Turbine (Liquid Fuel): NOx 30 ppmv @
15% 0O2; Ammonia 5 ppmv @ 15% O2

» Compressor Gas Turbine: NOx 3.5 ppmv
@ 15% 02; Ammonia 10 ppmv @ 15% O2
« Other Gas Turbine: NOx 12.5 ppmv@
15% O2; Ammonia 5 ppmv @ 15% O2

None

NOXx limit @ 15% 02:
0.0075*(14.4/Y)+F where Y =
manufacture’s rated heat input and F =
NOXx emission allowance for fuel-bound
nitrogen

NOXx limit for electric generating units
(@ 15% 02):

*< 50 MMBtu/hr — 42 ppm when firing
natural gas

*50 MMBtu/hr and < 850 MMBtu/hr —
15 ppm when firing natural gas

*>850 MBtu/hr — 15 ppm when firing
natural gas

*< 50 MMBtu/hr — 96 ppm when firing
other fuel

50 MMBtu/hr and < 850 MMBtu/hr —
74 ppm when firing other fuel

*>850 MBtu/hr — 42 ppm when firing
natural gas

Reporting Annual reporting of NOx emissions « Daily electronic reporting for major Excess emissions and CEMS downtime Excess emissions and CEMS downtime
sources within 30 days within 30 days; annual performance
* Quarterly Certification of Emissions testing within 60 days
Report and Annual Permit Emissions
Program for all units
Monitoring A continuous in-stack NOx monitor for A continuous in-stack NOx monitor for A continuous in-stack NOx monitor A continuous in-stack NOx monitor

turbines with a capacity of 2.9 MW or
greater. Periodic source testing for turbines
with a capacity of < 2.9.

major sources

Recordkeeping

Performance testing; emission rates;
monitoring data; CEMS audits and checks
maintained for five years

e < 15-min. data = min. 48 hours; ¢ > 15-
min. data = 3 years (5 years if Title V)

» Maintenance & emission records,
source test reports, RATA reports, audit
reports and fuel meter calibration records
for Annual Permit Emissions Program =
3 years (5 years if Title V)

Performance testing; emission rates;
monitoring data; CEMS audits and
checks

Performance testing; emission rates;
monitoring data; CEMS audits and
checks

Fuel
Restrictions

Liquid petroleum fuel limited to Outer
Continental Shelf turbines

None

None

None
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Appendix A Comments and Responses

Comment Letter 1
Beta Offshore — January 17, 2019

OFFSHORE

January 17, 2018

Michael Morris, Program Suparvisor

South Coast Air Quality Management District
21865 E. Copley Drive,

Diamond Bar, GA 91765-0820

Subject: Beta Offshore, OCS Lease Parcels Facility (ID 166073):
Comments for PAR 1134 Landing Rule

Dear Mr, Maorris:

Thank you for taking fhe time to meet with Beta Offshore (Beta) 1o discuss the Dacember &,
2018 version of Proposed Amended Rule (PAR) 1134, This lefter is in response to the e-mail
dated January 2, 2019. We appreciate the clarifications and would like to offer some additional
information related to paragraph (d)E).

Paragraph (d)(6)
Paragraph (d}&) currently reads, along with the suggested revision (addiion delatien):
An owner or operator of a stationary gas turbine shall not burn liquid fuel in a stationary
gas turbine except for those located in the Outer Continental Shelf,

Bela's gas turbines consume eilher produced gas or liguid fuel (diesel) and would never
consume both at the same time. This is not by choice: it is not possible fo consume baoth at the
same time.

Under the RECLAIM program, Bata conducts the triennial testing requirad by Rule 2012(j2).
whan consuming each fuel individually, to demonstrale compliance with the amission Bmit for
each fuel ype. Bala appreciates the concern that (he gaseous fuel could be supplamented with
small amounts of diesel bul requests removal of the second sentence. This would make PAR
1134 consistent with the RECLAIM program, i.e., each fuel is used separately, each fual would
have itz own emission limit, and compliance with each emission limit would be demonstrated
when burning a single fusl.

Subparagraph (e)(2)(C)

Thank you for the clarification that the testing frequency for units without a8 CEMS is based on
the emissions per turbine per year.
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Paragraph (g)(3)
Thank you for the clarification that the DAS provisions apply only lo unils with a CEMS.
Paragraph (g)(4)
Paragraph (g}4) currently reads:
The results of source tests shall be submitted o the SCACOMD in a form and manne; as

specified by the Execulive Officer within 30 days afler source testing is completed,
Thank you for confirmation that this will be changed from 30 days 1o 60 days,

Thank you for the clarifications and consideration of Ihe suggested revision fo paragraph (djE)
Please lat me know if you have any questions or require addilional information. | can be
reached at (562) 628-1520 or diana lang@amplifyenergy.com .

Sincerely,

Diana Lang g
HSE Manager

o Uyen Uyen Vo - SCAQMD (email)
Bruce Berwager — Bela Offshore VP (email)
Jazmin Tostado — Bela Offizhone
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Response to Comment 1-1

Staff agrees that liquid and gaseous fuels cannot be combusted in the turbine at the same time and
the language has been removed.

Response to Comment 1-2

The length of time to submit source test results has been extended to 60 days and is now consistent
with other similar source test report submittal times in other SCAQMD regulations.
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Comment Letter 2

Damiel B McGrmey

Emaronmental Affars

SoCalGas Program Manager

Tal: 951-225-2058

A Q;)‘\rlllpl A EneTgy widing ﬂﬁﬂfﬁgf\?fﬂ’i}"SEWFm}fm-fm

Jammary 22, 2019

Michael Moms, Program Manager

Planming, Pule Development & Area Sources
South Coast Air Quality Management District
21865 Copley Dmive

Diamond Bar, CA 91763

RE: Comments on December 18, 2018 Public Workshop version of draft
Proposed Amended Rule 1134 (v120318)

Dear Mr. Moms:

Southern California Gas Company (SoCalGas) and San Diego Gas and Electric Company
(SDGEE; SDG&E and SoCalGas are collectively refemred to herein as the Utilities) appreciate
the cpporumity to provide comments to the South Coast Air Quality Management District
(AQMD) regarding AQMD Proposed Amended Fule 1134 — Emissions of Oxides of Nitrogen
from Stationary Gas Turbmes (PAR. 1134), version 120318, distributed at the December 18,
2018 public workshop.

Background

Om December 18, 2018, the AQMD held a public workshop regarding PAR. 1134, At the
workshop, the AQMD distributed a draft rule (version 120318) to facilitate the discussion. The
Utilities have existing furbines and are considermg installation of new turbines which would be
affected by these mle amendments.

Comments
After reviewing this proposed draft mle, the Utilities have the following comments and requests:

Alternative Ernission Limits

As proposed, PAR. 1134 (v120318), section (h) Exemptions, sub-section (), would allow natural
gas pipeline gas turbines to comply with emission limits specified in the turbine penmut(s) as of
Jamuary 1, 2024 (rather than the Table 1 himits proposed in the draft rale), provided the ammonia
limit specified in the permit does not exceed 10 parts per million by volume (ppmv). The
Utilities support this proposed exemption andrequ&m that it be retained in the final rule.

The AQMD has proposed NOx (3 ppm) and NH; (3 ppm) limits for pipeline furbines in PAR.
1134, Dunng discussions held with mlemaking staff, and in comments submitted to the AQMD
(attached), the Utilities presented data detailing both current adopted BARCT (San Joaquin
County Air Pollution Control District) for pipeline turbines and the difficulty in meeting lower

2-1
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NO= concentrations due to the wide range in operational loads l:referenre attachment, BARCT
Technical Justification, page 3) that the Utilities’ turbines expenience, made especially difficult
by the requirement of an ammenia ship limit of 5 ppm. Throughout the development of PAR.
1134, the Utilities have noted that pipeline turbine operation differs significantly from other
applications (e.g. power generation} due to wide operating ranges, varying from 30-95 percent
load. This results in the need for an avenue to develop altemative emussion hmits should the
proposed limuts not be achievable across all turbine operating conditions. Enmission limits m
PAF. 1134 should be consistent with those that have been demonstrated by this class and
category of turbines (e.g. natural gas pipeline gas furbines). A mechanism should be provided
within the rule to remedy potential technological failures that may occur to avoid puttng the
Utilities™ in ED]IIP].IEII.CE] opardy. As proposed. the exemption provided in version 120318,
section (h)(6), would provide a path which would ensure the Utilities have an option where it can
achieve continuous compliance with AQMD requirements across the equipment’s entire
operating range.

Request: Mamtain the current exemption (h)(6), as proposed in PAR. 1134 version
120318, in the final Fule 1134.

30-Diav Source Test Besults Submuttal Time Frame

Existing Rule 1134, section (£)(4) [and PAR. 1134 versions 120318 & 120618, section (g)(4)].
require that source test results be submitted to the AQMD within 30 days after the source test is
completed While Fule 1134 addresses specific turbmes (those identified as of August 4, 1939),
other existing and firture new furbines will be affected by PAE. 1134 once adopted.  The Utilities
are concemed that turbines that have Volatile Organic Ccumpmmds (VOC) limuts, will have
difficulty meeting a 30-day turn-a-round on VOC test results. Currently, a 60-day period is more
typical [reference Bule 1110.2 ({1 C)(vi)] for submittal of enussions test results, especially
those sources that mmst test and report VOC data. Considering VIOCs have a longer analysis
time, data quality assurance/control that mmst be done, report preparation and review, it will be
difficult to meet a 30-day submuttal deadline.

Request: The Utilities request that the AQMD modify the current 30-day submttal
deadline contained in Enle 1134/PAR 1134 for submittal of emissions test data, to a 60-
day peniod, thereby providing an attamable time frame for the analysis and reporting of
constituents (VOCs, etc.) other than NOx.

Use of “Pipeline Turbine” Terminology

Early in the development of PAR. 1134, the Utilities used the phrase “WNatural Gas Pipeline
Turbines™ to distinguish the use of turbine-drven compressors in the natural gas system (versus
other industries) and the use of this termmoloegy by other local air agencies in Califorma. At the
time, and currently, these “pipeline” gas turbines are the only units currently operating at the
Utilities® facilities within the South Coast air basin, as the turbine-driven COMpressars previously
at the Aliso Canyon natural gas storage facility had been replaced by electric-dniven
compressors. As part of the Utilities” continued efforts to modemize existing equipment and
mfrastcture at other faciliies, and to reduce emissions in support of the Fegional Clean Air
Incentives Market (RECLAIM) transition to a conmmand and control program, the use of natural
gas turbine-driven compressors is being considered for other facilifies. These new turbines may
be located at a natural gas storage facility. Althﬂug:t natural gas storage is part of the Utilities”
pipeline system. the use of the term “pipeline” turbine may not accurately reflect this use. Sa,

2-1
(Cont.)

2-3
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the Utilities are proposing that the use of “Congpressor Turbine”™ would be more appropriate and

cover turbines used at both natural gas transmission and storage faciliies.

Request: Curmently, the AQMD uses the term “Natural Gas — Pipeline Gas Turbine™ in 2-3
PAR 1134. The Utilities request that the AQMD modify this terminology to “Natural (Cont.)

Gas —Bipeline Compressor Turbine.™

Conclusion

The Utilities request that the AQMD consider and adopt the Utihities” recommendations
regarding mamtaming current language in version 120318 [e.g PAR 1134 (h)6)]. providing an
altemative opticn for developing emission limits for natural gas compressor turbines, revising
the 30-day enussion test results submuittal deadline to §0-days, and modifying the existing
termunology of “pipeline” turbine to “compresser” furbine.

The Utilities appreciate your consideration of these comments and recommendations. We would
be pleased to discuss the above comments and answer any questions. You may contact me at
951-225-2938 or at dmesivneyi@semprantilities com.

Sincerely,
Daniel R. McGivney

Environmental Affairs Program Manager
Southern California Gas Company

[
Phil Fine, SCAQMD
Susan Nakanmora, SCAQMD
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Response to Comment 2-1

Staff has reviewed compressor turbines in the same class as those referenced in the comment.
Two recent installations! with concentration limits of 3.5 ppmv NOx and 10 ppmv ammonia
corrected to 15% oxygen on a dry basis were identified. Staff is revising the limits to reflect this
new information that will further reduce NOx emissions while providing the regulatory flexibility
requested. Staff is also including additional time to meet these technology forcing limits with
conditions as specified in paragraph (d)(9) of the proposed rule.

Response to Comment 2-2
See comment 1-2.

Response to Comment 2-3
Staff has revised the rule language to replace pipeline turbine with compressor turbine.

1 https://www.deg.virginia.gov/Portals/0/DEQ/Air/BuckinghamCompressorStation/May 25 2018 Updated Application.pdf

https://mde.state.md.us/programs/Permits/AirManagementPermits/Documents/dom%?20air%20dispersion%20supplement.pdf
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Comment Letter 3

W,

3.& WSPA

Bridget McCann
Manager, Technical and Regulatory Affairs

February 28, 2019

Dr. Philip Fine sent via email: pfine@agmd.gov
Deputy Executive Officer, Planning and Rules

South Coast Air Quality Management District

21865 Copley Drive

Diamond Bar, CA 91765

Re: WSPA Comments on Proposed Amended Rule 1134, Emissions of Oxides of
Nitrogen from Stationary Gas Turbines

Dear Dr. Fine,

Western States Petroleum Association (WSPA) appreciates this opportunity to provide
feedback on the transition of the Regional Clean Air Incentives Market (RECLAIM) program to a
command-and-control regulatory structure [(RECLAIM Transition Project) and specifically
Proposed Amended Rule 1134 (PAR 1134). WSPA is a non-profit trade association
representing companies that explore for, produce, refine, transport and market petroleum,
petroleum products, natural gas and other energy supplies in five western states including
California. WSPA has been an active participant in air quality planning issues for over 30 years.
WSPA-member companies operate petroleum refineries and other facilities in the South Coast
Air Basin that are within the purview of the RECLAIM program administered by the South Coast
Air Quality Management District (District or SCAQMD).

PAR 1134 is intended to reduce emissions of oxides of nitrogen (MOx) from stationary gas
turbines. While this rule is not intended to apply to stationary gas turbines located at petroleum
refineries, as those units would be subject to Proposed Rule 1109.1, NOx Emission Reductions
for Refinery Equipment (PR 1109.1), the Best Available Retrofit Control Technology (BARCT)
determinations made under PAR. 1134 could be relevant to the PR 1109.1 rulemaking as it
pertains to turbines at refineries. As such, we respectfully offer the following comments on PAR
1134 and the BARCT determinations therein.

1. The District is obligated to demonstrate that proposed BARCT requirements are both
technically feasible and cost effective. To that end, the District needs to provide
stakeholders with the technical and economic information and analyses upon which
the demonstration is based. 3-1

The California Health and Safety Code defines BARCT as follows:

Western States Petrobeum Associstion 1415 L Strest, Saite 200, Sacrzmento, CA 85814 205.701.0142 WEpRLOTE
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Dr. Philip Fine
February 28, 2019
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“Best available retrofit control technology means an emission fimitation that is based on
the maximum degree of reduction achievable, faking info account emvironmental,
energy, and economic impacts by each class or category of source.” !

Health & Safety Code §40440.8 requires the District to conduct a socioeconomic assessment of
any proposed rule, including rule amendments that will significantly affect air quality or
emissions limitations, such as a BARCT amendment ?

Furthermore, Section 40920.6 of the Health & Safety Code requires the District to conduct an
incremental cost-effectiveness analysis. In order to complete this analysis, the District must
identify feasible control options, assess the cost-effectiveness of the option, calculate the
incremental cost-effectiveness between the control options, and consider the effectiveness,
cost-effectiveness and incremental cost-effectiveness between the control options.*

In short, prior to adopting updated BARCT requirements, the District Governing Beard must find
that the proposed emission limitation is both: (a) achievable; and (b) cost effective. These
findings must be based on information and analyses contained in the rulemaking record * The
evaluations must be provided to the public a minimum of 30 days before any hearing.® This
must include technical information conceming emissions performance, energy impacts, and
environmental effects, as well as information conceming the capital and operating costs

associated with the proposed BARCT. However, in order to ensure an open rulemaking

process that allows the decision maker all the necessary data on which to base an informed 3-1
decision, we encourage staff to provide such detailed information, as long as the data is not (Cont )
confidential business information (CBI), to Working Group stakeholders as early as possible so '

they have the opportunity to understand and evaluate the basis for Staff's recommendations
and provide comments as appropriate, thereby making the rulemaking a legally meaningful
exercise. High-level summaries in District Staff presentations are generally insufficient for
meeting this objective.

With respect to the finding of cost effectiveness, California Health & Safety Code Section 40703
requires that when adopting any regulation “the district shall consider, pursuant to Section
40922, and make available to the public, its findings related to the cost-effectiveness of a

control measure, as well as the basis for the findings and the consideration involved.” Thus,
the District is required by statute, unless the information is CBI, to make public the basis of its

findings that the proposed and adopted BARCT standards are cost-effective.

2. Mandating equipment replacement exceeds the SCAQMD’s authority.

The Preliminary Draft Staff Report for PAR 1134° includes a lengthy SCAQMD discussion
which argues that "BARCT may certainly include the replacement of equipment” As WSPA

* Health & S2f Code 40406

* Health & Saf. Code 540440.8.

* Health & Saf. Code 540320.6.

“ Health & Saf. Code §40723(c).

® Health & Saf. Code 5404405

® SCAQMD, Preliminary Draft Staff Report, Proposed Amended Rule 1134 — Emizsions of Owides of Nitrogen from
Stationary Gas Turbines, December 2018, see Chapter 2.

Western States Peiroleam Assocation B70 West 190th Streat, Suie 304, Tomance, TA 00502 310.808.2146 WEpRLOTE
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has noted in several prior comment letters, mandating replacement of basic equipment exceeds
the authority of the SCAQMD to adopt BARCT standards for existing sources, as set forth in the
California Health & Safety Code, and therefore runs afoul of the well-established legal principle
that a regulatory agency must act within the scope of the authority delegated to it by the
legislature.

Citing the Amencan Coatings case, Staff has taken the position that the agency’s authority is
essentially unbounded as long as the requirement is not arbitrary and capricious, or without
some reasenable or rational basis, or lacking in evidentiary support. We do not believe that the
American Coatings decision expands the Districts authority in the manner in which staff desires.
However, as the cases relied upon in American Coafings make clear, a critical consideration in
evaluating whether or not an agency action meets this standard is whether or not the action is
within the scope of the agency’s delegated authority. As stated in Yamaha Corp. of America v.
State Bd of Equalization (1998) 19 Cal 4™ 1, citing Wallace Berm & Co v State Bd of
Equalization (1985) 40 Cal.3d &0, 65: ° ljn reviewing the legality of a regulation adopted
pursuant to a delegation of legislative power, the judicial function is limited to determining
whether the regulation (1) is “within the scope of the authority conferred” [citation] and (2) is
“reasonably necessary to effectuate the purpose of the statute™ [citation].” [Citation.]” 3-2

This issue was previously addressed in the following WSPA comments letters which are (Cont-)
incorporated herein by reference.

Attachment 1: July 3, 2018 comments from WSPA
Attachment 2: August 15, 2018 comments from Latham & Watkins LLP on behalf of
WSPA

o Aftachment 3: November 1, 2018 comments from Latham & Watkins LLP on behalf of
WSPA

3. New Source Review (NSR) issues must be fully addressed before Title V facilities are
transitioned out of RECLAIM program.

WSPA continues to actively participate in the working groups for the RECLAIM transition as well
as the individual BARCT rulemakings. In these forums the District has indicated that it is
continuing discussions with U.S. Environmental Protection Agency (USEPA) staff regarding a
variety of NSH issues. These include issues that will impact RECLAIM facilities both during the
transition of their permits from the RECLAIM program (i.e., SCAQMD Regulation XX) to the
District's command-and-control NSR program (i.e., Regulation XlIl), and also affect how future 3-3
NSR actions are regulated. At the present time, neither Regulation 32X nor Regulation X111
includes USEPA-approved provisions to address these issues for RECLAIM facilities.

Since permits for Title V facilities are federally enforceable, and Regulation XX is USEPA-
approved under the District's State Implementation Plan {SIP), Title V facilities will likely need to
continue operating under the Regulation XX RECLAIM program at least until such time that the
RECLAIM transition rules have been formally approved by USEPA into the District's SIP and the
replaced Regulation X3 provisions are rescinded. This would require an effective date for
RECLAIM transition tied to the USEPA’s approval which will be sometime after the Governing

I
Western States Petrolenm Association 070 West 120¢h Street, Suite 304, Tomance, CA 00502 310.208.2146 WEpR.o0g
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Board's adoption of the transition rules. Otherwise, Title V facilities could be left having to
comply simultaneously with two different, and mutually exclusive, programs.

4. RECLAIM facilities subject to PAR 1134 will need to continue under the RECLAIM
Monitoring, Reporting and Recordkeeping (MRR) requirements found in Rules 2011
and 2012 until such time as USEPA approves new Proposed Rule 113 to the SIP.

The sequencing issue discussed above will also be relevant to the proposed transition of
RECLAIM facilities from the RECLAIM Monitoring, Reporting and Recordkeeping (MRR)
requirements codified in Rules 2011 and 2012, towards future requirements of Proposed Rule 3-4
113 (Monitoring, Reporting, and Recordkeeping (MRR) Requirements for NOx and S0x
Sources). RECLAIM facilities will likely need to continue MRR under the provisions of
R2011/2012 at least until such time as PR113 has been approved by USEPA into the SIP as a
replacement to R2011/2012. Otherwise, RECLAIM facilities subject to PAR 1134 could be
caught trying to simultaneously comply with two different MER programs. As PR 113 has not
been drafted or adopted, it is unknown at this time whether such a feat would be possible.

5. The California Environmental Quality Act (CEQA) analysis for the RECLAIM transition
project has been piecemealed.

It is a fundamental principle of California Environmental Quality Act (CEQA) review that
environmental effects for the whole of a project must be analyzed together. In this case, the
“project” is the RECLAIM transition project as a whole as required by Control Measure CMB-05
as adopted in the 2016 Air Quality Management Plan (AQMP). Yet, staff has continued to
conduct CEQA review of RECLAIM transition rules, including PAR 1134, through a series of
Supplemental or Subsequent Environmental Assessments (SEAs) that analyze only the
impacts associated with individual BARCT “landing” rules. Staff argues that this approach is
acceptable because each SEA “tiers off' the March 2017 Final Program Environmental Impact
Report (EIR) for the 2016 AQMP and several other earlier cerified CEQA documents.
However, the March 2017 Final Program EIR for the 2016 AQMP, which was completed in 3-5
January 2018, did not analyze the transition of the RECLAIM program because the transition
was not even part of CMB-05 as proposed at that time. Therefore, tiering off the earlier CEQA
documents to support rule amendments that seek to implement the transition is not possible (or
valid) because there was no comprehensive analysis in the earlier documents. In the absence
of a program level CEQA analysis that includes the whole of the RECLAIM transition project,
Staffs segmented analysis of each proposed rulemaking action constitutes classic
“piecemealing” in violation of CEQA. This issue was addressed in more detail in the following
attachments which are incorporated herein by reference

+ Attachment 4: May 1, 2018 comments from WSPA
« Aftachment 5. September 7, 2018 comments from Latham & Watkins LLP on behalf of
WSPA

i SCAOQMD, Draft Subseguent Environmental Assessment for Proposed Amended Rule 1134 — Emissions of Oxides
of Nitrogen from 5Stationary Gas Turbines, January 2015,

I
Western States Petrolenm Association 070 West 120th Strest, Suite 304, Torramce, CA 00502 310.808.2146 TEpRarg
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Thank you for considering these comments. We look forward to continuing to work with you and
your Staff on the RECLAIM rulemakings which are critically important to stakeholders as well as the
regional economy. If you have any questions, please contact me at (310) 808-2146 or via e-mail

at bridget@wspa.org.
Sincerely,

=

Bridget McCann
Manager, Technical and Regulatory Affairs

Cc: Wayne Nastr, SCAQMD
Susan Makamura, SCAQMD
Michael Morris, SCAQNMD
Tom Umenhofer, WSPA
Patty Senecal, WSPA

I
Western Séates Petroleum Assodation 070 West 190th Street, Suite 304, Tomrance, CA 80502 310.208.2146 WEpR 002
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3.& WSPA

July 3, 2018

Dr. Philip Fine Via e-mail at: pfine@agmd.gov
Deputy Executive Officer

South Coast Air Quality Management District

21865 Copley Drve

Diamond Bar, CA 91765

Re: WSPA Comments on RECLAIM Transition Project Rules
- Proposed Amended Rule 1135 (NOx Emissions from Electric Power Genearating
Sysrems)
- Proposed Amended Rule 1134 (NOx Emissions from Stationary Gas Turbines)
- Proposed Rule 1109.1 (Refinery Equipment)

Dear Dr. Fine:

Westem States Petroleum Association (WSPA) appreciates this opportunity to provide
feedback on the transition of the Regional Clean Air Incentives Market (RECLAIM) program to
a command-and-control regulatory structure (RECLAIM Transition Project). WSPA is a non-
profit trade association representing companies that explore for, produce, refine, transport and
market petroleum, petroleum products, natural gas and other energy supplies in five westem
states including Califomia. WSPA has been an active participant in air quality planning issues
for over 30 years. WSPA-member companies operate petroleum refineries and other facilities
in the South Coast Alr Basin that are within the purview of the RECLAIM program administered
by the South Coast Air Quality Management District (District or SCAQMD) and they will be
impacted by the RECLAIM Transition Project. We have several comments conceming
pending rulemakings to implement new Best Available Retrofit Control Technology (BARCT)
requirements.

WSPA and its members are active participants in the working groups related to the RECLAIM
Transition Project. We respectiully offer the following comments on Proposed Amended Rule
(PAR) 1135, NOx Emissions from Electric Power Generating Systems, PAR 1134, NOx
Emissions from Stationary Gas Turbines, and Proposed Rule (PR) 11091, Refinery
Equipment.

1. BARCT must be established, for each class and category of equipment. BARCT
determinations for one class may be different than another class. Caution should
be exercised when referencing or applying BARCT determinations from other
classes within a category.
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The Califomia Health and Safety Code (CHSC) defines BARCT as follows:

‘Best available refrofit control technofogy means an emission limitation that is based on
the maximum degree of reduction achievable, faking infto account emvironmental
energy, and economic impacts by each class or category of source ™ [Emphasis
added]

Under District BARCT rules, an equipment category may consist of multiple classes.
These classes may be defined by different design critena or operational factors.
Examples might include throughput ratings, duty cycles, or usage level (e.g., low v. high
use).  Such classifications within a category are necessary to establish what is
technologically feasible and cost effective as required in the determination of BARCT.

The District is presently considering BARCT rules for a number of equipment types
within the RECLAIM Transition Project. Due to their inclusion in the RECLAIM program,
many of these equipment types have not undergone an evaluation for command-and-
control BARCT since the RECLAIM program’s launch in 1993, at least with respect to
equipment situated at RECLAIM faciliies. In many cases, an eguipment category is
comprised of several different classes and therefore addressed under several different
rules. Some notable examples include:

« Stationary gas turbines, which will be covered under a number of different
classes pursuant to PAR 1134, PAR 1135 and PR 11058.1.

» Process heaters and boilers, which will be addressed under a number of
different classes pursuant to PAR 1146, PAR 11461, PAR 11462 and PR
11091,

Despite similanties within the broader categores, BARCT determinations must be
conducted specific o each class of equipment within a category. Take for example a
stationary gas turbing; a given make/model of turbine might he deployed in a refinery
cogeneration system, or an electric generating facility (EGF). However, operational
design differences would place this equipment in different classes. That classification
could be defined based on differences in fuel type (e.q., refinery fuel gas andfor utility
quality natural gas), or duty (e.g., baseload vs. demand response, efc.).

Ve appreciate that the District is in the process of conducting a thorough BARCT
analysis for these sources across the different proposed rules including PR 11081,
Such BARCT analyses for refinery sources must be specific to refinery applications and
BARCT determinations for similar types of equipment in non-refinery application may
not he relevant because what is technologically feasible and cost effeciive in one
application may not be in another application. For this reason, caution should be
exercised when referencing or applying BARCT determinations from other classes

within a category.

2. If a technically feasible endpoint is not cost effective, it cannot be considered
BARCT since cost effectiveness is a fundamental requirement of BARCT. Some
" CHSC 540408,
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endpoints presented by SCACQMD Staff to recent RECLAIM landing rule working
aroups ele:&ed the District's $50,000 per ton NOx reduced cost effectiveness
threshold.

In establishing BARCT, a district must do all of the following®

1) Identify one or more potential control options which achieves the emission
reducfion objectives for the regulation.

2) Review the information developed fo assess the cost-effectiveness of the
potential control option. For purposes of this paragraph, “cost-effectivensss”™
means the cost, in dollars, of the potential control option divided by emission
reduction potential, in tons, of the potential contral option.

3 Calculate the incremental cost-effectivenass for the potential control options.
To determine the incremental cost-effectiveness under this paragraph, the
district shall calculate the difference in the dollar costs divided by the difference
in the emission reduction potentials between each progressively more stringent
potential control option as compared to the next less expensive control option.

4) Consider the effectiveness of the proposed control option, the cost-
effectiveness of each potential control option, and the incremental cost-
effectivenass between the potential control options.

In short, BARCT must represent an emission limitation which is both technologically
feasihle and cost effective.

We note that District Staff recently presented at least one preliminary BARCT
recommendation which Staffs (preliminary) analysis indicated was not cost effective.
Staff presented the PAR 1135 Working Group with a “BARCT Recommendation” for
“Combined-Cycle Turbines™ as 2 ppm N0y, despite data suggesting that every affected
unit in the class would exceed the District's cost effectiveness threshold* Given that
data, BARCT cannot be 2 ppm NOy for the class/category and the District's BARCT
recommendation would require revision.

BARCT must be established at a class/category level. Device-level limitations are
not appropriate unless the source class/category is classified to include a single
device.

As noted above, BARCT must represent an emission limitation which is both
technologically feasible and cost effective for each class/category of source.® In one
instance, the District Staff presented a working group with a preliminary BARCT
recommendation that would effectively establish device-level throughput limits as part of
the BARCT rule.® The District Staffs analysis for the category (i.e., EGF Ulility Boilers)
clearly indicated that the Staffs proposed BARCT level was not cost effective for the
classicategory. As part of that (preliminary) determination, Staff proposed “low use

R

SCAQMD presentation to Proposed Amended Fule 1125 Working Group Meeting, 13 June 2018. Slides 30-46
CHSC 8408205

SCAQMD presentation to Propesed Amended Rule 1135 Working Group Meeting, 13 June 2018. Slides 27 and 30
CHSC §40404.

SCAQMD presentation to Proposed Amended Fule 1125 Working Group Meeting, 13 June 2018. Slides 40-43.
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exemptions” would be imposed in the form of new operating limits for each of the
individual devices to be calculated as a function of cost effectiveness. Such device-
level limitations are not appropriate for a BARCT determination when the class/category
consists of multiple devices. If the District wishes to estahlish a low-use exemption, it
must set a classicategory threshold above which the BARCT recommendation would be
cost effective for the class/category.

Requirements which effectively force retirement of basic equipment must be
accounted for in the cost effectiveness analysis for the proposed rule. Such a
requirement would also need to be accounted for in the District’s socioeconomic
analysis for the Proposed Rule.

In the recent working group meetings for PAR 1135 and PAR 1134, District Staff
indicated they are considering a “replacement reguirement” for older Equipment.?""' In
both cases, the concept of a replacement requirement appeared to be driven by Staffs
desire to impase a contral level that was not demonstrated to be cost effective. BARCT
is by definition a refrofit standard that applies to existing sources. The requirement that
BARCT standards be both technologically achievable and cost effective is an
acknowledgement that it may not be possible to achieve the same level of control on an
existing source as might be possible with a new source.  If there are no more stringent
controls that are cost effective for a class or category of source, then that source is at
BARCT and the analysis is concluded. To instead require replacement of that source
(perhaps without any regard to the technological feasibility or cost effectiveness) with a
new source (presumably equipped with best available control technology) renders the
technological feasibility and cost effectiveness limitations in the BARCT definition
meaningless. The Health and Safety Code grants the District authority to impose best
available contral technology (BACT) on new and modified sources and BARCT on
existing sources.® We are not aware of any autharity that allows the Disfrict to compel
replacement of an existing source when it finds that there are no cost effective retrofit
controls. We do, however, support measures that would make it easier for a facility to
replace aging equipment if it elects to do so on a voluntary basis, including streamlined
new source review and available sources of emission offsets.

The timetable for transition to command-and-control BARCT could materially
affect what is achievable, and whether it is cost effective.

Under RECLAIM's market-basaed design, covered facilities have successfully reduced
aggregate program emissions for NOx and SO0x in accordance with the program's
declining RTC caps. Facilities have implemented custom compliance strategies to meet
these caps, which included installing emissions controls on equipment where it was cost
effective and using the compliance market where physical changes were not cost
effective. The District is now planning to transition RECLAIM faciliies to command-and-
contral (under varous directives).

Due fo program design, RECLAIM facilities within a given sector may have pursued
widely varied strategies and now find themselves in widely varied situations with respect

! SCAQMD presentation e Proposed Amended Rule 1135 Working Group Meeting, 13 June 2018, Slide 48.
* BCAQMD presentation to Proposed Amended Rule 1134 Working Group Meeting, 13 June 2018, Slide 42.

# CHSC §40440(b)(1).
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to thelr basic equipment and cumrently installed emissions controls. The investments and
construction needed fo achieve command-and-control BARCT limits have not yet been
defined. Given these varied starting points, the implementation schedule for command-
and-control BARCT mules could be an important factor in defining what is achievable or
cost effective as BARCT. We recommend that BARCT discussions need to include
consideration of both what will be required (i.e., the emission limit) and when (i.e., the
schedule). This is especially true for refinery sector faciliies where such investments
must be coordinated with tumaround schedules and capital projects that require long
planning and engineering timetables.

Thank you for considering these comments. We look forward to continuing to work with you
and your Staff on these rulemakings which are crtically important to stakeholders as well as

the regional economy.

If you hawve amy questions, please contact me at (310) 808-2146 or by email at
bmccann@wspa.org.

Sincerely,

cco Wayne Nastri, SCAQMD
Susan Nakamura, SCACGMD
Michael Morms, SCAQMD
Michael Krause, SCAQMD
Patty Senecal, WSPA

s
ﬁ WSPA  O70W. 190" Street, Suite 304, Tomance, California 20502
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South Coast Air Quality Management District
21865 Copley Drive
Diamond Bar, CA 91765
Re: SCAQMD Staff i ui t Replacement

Dear Dr, Fine:

We are submitting these comments on behalf of our client Western States Petroleum
Association (“WSPA™) on an important issue that has arisen in connection with the transition of the
Regional Clean Air Incentives Market (*RECLAIM™) program to & command-and-contral regulatory
structure. WSPA is a non-profit trade assoclation representing companies that explore for, produce,
refine, transport and market petroleum, petroleum products, natural gas and other energy supplies in
five western states including California. WSPA has been an aclive participant in air quality planning
issues for over 30 years. WSPA-member companies operate petroleum refineries and other facilities
in the South Coast Air Basin that will be impacted by the transition out of the RECLAIM program,

South Coast Air Quality Management District (“SCAQMID') staff has recently taken the
position that a best available retrofit control technology (“BARCT®) standard may require total
replacement of the emitting piece of equipment. SCAQMD staff has articulated this position in
various meetings and documents produced in connection with the RECLAIM transition. The
most detailed explanation of the staff"s position of which we are aware is contained in the Tuly
2018 Draft Staff Report in support of proposed amendments to SCAQMD Rule 1135 (*Rule
1135 Staff Report™) at pages 2-1 through 2-2.

In the Rule 1135 Staff Report, staff makes two arguments in support of its position. First,
it vites to dictionary definitions of “retrofit™ and concludes that “replacement” is not specifically
excluded from those definitions. Second, it cites to & California Supreme Court case, American
Coatings Ass'nv. South Coast Air Cuality Mgt. Dist.. 54 Cal 4" 446 (2012), for the proposition
that a BARCT standard may require replacement of the emitting equipment in its entirety. We
provide a response to each of these arguments below.

W5-DeOCENEFEIAL. 1
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“Common Sense Definition™ Argument

The SCAQMD’s “common sense delfinition™ argument is flawed in that it focuses on
whether or not “replacements” are specifically exclueded from the definitions of “retrofits,” as
opposed to whether or not they are included within the definition. The SCAQMD's backward
approach to interpreting dictionary definitions is non-sensical. Under this approach, because the
definition of “apple” does not specifically gxeluds “orange,” an orange may be an apple
notwithstanding the fact that the definition of apple clearly does not inclyde orange. When one
focuses on what is included within the definitions of “retrofit,” as opposed to what is not
excluded, it is clear that while replacement of certain elements of any particular chject may be a
“retrofit,” replacement of the object in its entirety is not.

One of the definitions relied upon by the SCAQMD is the following from the on-line
Merriam-Webster Dictionary:

1; to furnish (something, such as a computer, airplane, or building)
with new or modified parts or equipment net available or
eonsiderad necessary at the time of manufacture, 2: to install (new
or modified parts or equipment) in something previously
manufactured or construeted, 3: to adept to o new purpose or need:
modify. - c

This definition makes clear that a “retrofit” involves an existing object — “(something, such as a
computer, airplane, or building)” — upon which the act of retrofitting oceurs, and which
continues to exist following that action. The Rule 1135 Stafl Report states: “This definition
does not preclude the use of replacement parts as a retrofit.” (emphasis added). This statemnent is
true, but it does not support the position taken by the SCAQMD that & retrofit may include the
replacement of the entire object that is the subject of the retrofit. Note that in the case of
BARCT, we are discussing retrofitting a piece of equipment and thus, the second of the
definitions in Merriam Webster, “to install (new or modified parts or equipment) in something
previously manufactured or constructed,” is the most applicable definition. When one retrofits
equipment, such as a heater, the parts, such as a burner, may be updated, but the original heater
itself remains.

It becomes even more clear that the stafl™s interpretation of the term “retrofit” is incorrect
when one considers the definition of the term “replace™ from the same source:

2: to take the place of especially as a substitule or successor.

The distinction between these two terms is clear — in the case of “retrofit,” the pre-existing object
that iz the subject of the action continues 1o exist following the action, but in an altered state;
whereas, in the case of “replace,” the pre-existing object of the action no longer exists following
the action. 5o, if you replace a heater, the original heater no longer exists.
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" I'he ather definition relied upon by the staff is from the on-line Dictionary.com:

1. To modify equipment (in airplanes, automobiles, a factory, etc.)
that is already in service using parts developed or made available
after the time of original manufacture, 2. To install, fit, or adapt (a
devies or system) of use with something older; to retrofit solar
heating to a poorly insulated house, 3. (of new or modified parts,
equipment, etc.) to fit into or onte existing equipment, 4. To
replece existing parts equ.lpmem etc., with updated parts or
Systems. -

Again, this definition makes clear that a retrofit involves the modification of existing
equipment (e.g., airplane, automobile, factury:l which continues to exist following such action.
Ta the extent that the term “replacement™ is used in the definition, it clcari:.r refers to the
replacement of some element of that object (e.z., parts of an airplane, equipment in a factory),
and nol to replacement of the entire object altogether,

And again, the distinction between the two terms becomes even clearer when one
considers the definition of “replace™ from the same source:

1: to assume the former role, position, or function of; substitute for
(& person or thing), 2: to provide a substitite or equivalent in the
place af.

“Replace™ and “retrofit” are different terms with different meanings, and to suggest that the use
of one term somehow ineludes the other, without some explicit statement of intent to do so,
simply ignores the distinction between the two terms.

" Furthermore, both “retrofit” and “replace™ or “replacement™ are terms commonly used in
gir quality statutes and regulations, and the difference between the terms is well understood.
When a statute or regulation is intended to require, or apply to, “r:plm:l:mv:ntb,“ that intention is
typically clear on its face. When a legislative body means “replacement,” it says so explicitly,
and to suggest that the Califernia legislature intended to include “replacement™ within the scope
of a definition that uses the term “retrofit,” flies in the face of the distinction between these two
terms that is embodied throughout the universe of air quality statutes and regulations, If the
legislature had intended that equipment be replaced, they would have used the word
"replacement” (best available replacement control technology). The SCAQMD staff cannot
ignore the word "retrofit” in the term "best available retrofit control technology.™ It is a
fundamental principle of statutory interpretation that each term be given meaning.

“American Coatings” Argument

Meither the language from the American Coarings decision quoted in the Rule 1135 Staff
Report, nor anything else in the decision, supports the proposition that a BARCT standard may
require the replacement of the primary emitting :qu:pmml to which the standard is being
applied. In fact, this issue is not even addressed in the case,
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The American Coatings case addresses the issue of whether or not there are certain
circumstances where an adopted BARCT standard may be more stringent than the currently
applicable best available contral technology (“BACT™) standard for the same class or category of
source. The court concludes that it is acceptable for an adopted BARCT standard with o finure
compliance date to be more stringent than the BACT standard that exists at the time the more
stringent BARCT standard is adopled. dmerican Coarirgs, 467, In explaining its decision, the
court pointed out that a BARCT standard with a future compliance date need not be met until
snme_P-nint in the future after which advances in technology have oecurred; whereas, a BACT
standard must be met immediately in order for a source to obtain a pre-construction permit. The
court also pointed out that BARCT standards with future compliance dates that could not be
achieved as of the date of adoption are consistent with the concept that BARCT standards may
be “technology-forcing,”

The Rule 1135 Staff Report correctly articulates the American Coatings holdings
described above but does not contain any analysis to support the staff”s position that a BARCT
standard can require the complete replacementi of the emission unit. It simply includes the
following conclusory statement: “Therefore, the SCAQMD may establish a BARCT emissions
level that can cost-effectively be met by replacing existing equipment rather than installing add-
an controls | " Rule 1135 Saff Report, p. 2-2, The staff report is devoid ol any legal analysis
or authority, including the Amerfcan Coarings decision, that supports this conclusion.

Thank vou for considering these comments. We look forward to continuing to work with you
on these rulemakings which are critically important to stakeholders as well as the regional economy.
If you have any questions, please contact me at (714) 401-8105 or by email at
michael.carrolli@lw.com, or Bridgit McCann of WSPA at (310) 808-2146 or by email at

bmceann@wspa.org.
Sincercly,
Michael 1. Carroll
of CATHAM & WATKINS LLP

[ Cathy Reheis-Bovd, WSPA
Patty Senecal, WEPA
Bridgit McCann, WSPA
Wayne Mastri, SCAQMD
Barbara Baird, SCAQMD
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Barbara Baird, Chiel Deputy Counsel

South Coast Air Quality Management District
21865 Copley Drive

Diamond Bar, CA 91765

OB 2E2- OO0 RS-0 S

Re: MDD Staffl Proposal t i uipment Replac BARCT

Drear Bayron and Barbara;

Thank you for your October 3, 2018 letter responding to our August 15, 2018 comments
submitted on behalf of the Western States Petroleum Association (“WSPA™), and our August 24,
2018 comments submitted on behalf of the Regulatory Flexibility Group (“RFG™), regarding South
Coast Adr Quality Management District (“SCAQMD") staff's position that a best available retrofit
control technology ("BARCT") standard may require total replacement of the emitting piece of
equipment. Fortions of your response reassert arguments that staff has made in the past in
support of its position; namely, that neither the statutory definition of BARCT nor commen
dictionary definitions of “retrofit” specifically exclude replacements, and that the American
Coatings Ass'n v. South Coast Air Quality Mgt. Dist., 54 Cal 4% 446 (2012) case (“American
Coatings™) is supportive of stafl’s position. We responded to those arguments in our previous
comment letters and will not revisit them here. This letter responds on behalf of WSPA and
RFG to your assertions that the staff"s position is supported by public policy considerations, and
that we have failed o present any policy rationale for our position,

Staffl asserts that requiring replacements under certain circumstances is supported by policy
Justifications, and, therefore, public policy supports an expansive interpretation of its authority that
would include the authority to mandate replacemients. This reasoning is contrary o two imporant
public palicies that are also well enshrined in administrative law. The first is that regulatory agencies
must act within the scope of the authority delegated to them by the legislamre, even if that means the
dgency may not undertake certain actions that it might otherwise view as sound public policy. The
second is that public agencies may not substitute their own judgment for that of the legislamre as
reflected in the statutory grant of authority. These public policies and legal requirements support cur
position that staff cannot mandate replacements as BARCT,
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Public policy and well established low dictate that the SCAQOMD act within the scope of authority
granted to it by the legislature.

An agency can adopt, administer or enforce a regulation only if it is within the scope of
authority conferred on it by other provisions of law. Cal Gov. Code § 11342.1. No regulation is
valid unless it is consistent and not in conflict with the statute conferring authority to the agency. Cal
Gov. Code § 11342.2, As explained in our previous comment letters, the stamtory provisions
defining BARCT and the SCAQMD’s authority to adopt and implement BARCT standards are clear.
“In the construction of a statute or instrument, the office of the Judge is simply to 2seertain and
declare what is in terms or in substance contained therein, nor ro insert what has been amitted, or
o omit what has been inserted . . " Cal. Civ, Proc, Code § 1858 {emphasis added). The role of
an agency charged with implementing a statute is no different. In this case, staff secks to insert
what has been omitted by arguing that the term “retrofit” encompasses replacement, notwithstanding
that there are numerous examples of the distinction between those terms throughout the statute,

Finding ambiguity where there is none, staff then invokes “public policy” to support an
expansive interpretation of its authority. Relying on the example of replacing engines on Santa
Catalina Island, staff argues that because the replacements would further the broader stattory
purpose of reducing emissions, a mandate to do 50 is sound public policy, and, therefore, public
palicy supparis an expansive interpretation of the agency's authority to impose sueh a mandate.

According to staft’s reasoning, the scope of the agency”s authority should be interpreted to
encompass any action which the agency deems sound public policy, regardless of the specific
language contained in the statutory grant of authority. In fact, you argee in your letter, citing
American Coatings, that the agency's authority is essentially unbounded as long as the requirement is
not arbitrary and capricions, or without reasonable or rational basis, or lacking in evidentiary support,
However, as the cases relied upon in American Coatings make clear, a critical consideration in
evialuating whether or not an agency action meets this standard is whether or not the action is within
the scope of the agency’s delegated authority, As stated in Yamaha Corp. of America v. State Bd. of
Equalization (1998) 19 Cal 4" 1, citing Wallace Berri & Co. v. State Bd. of Equalization (1985) 40
Cal.3d 60, 63: * “[I]n reviewing the legality of a regulation adopted pursuant to a delegation of
legislative power, the judicial function is limited to determining whether the regulation (1) is “within
the scape of the authority conferred” [citation] and (2) is “reasonably necessary to effectuate the
purpose of the statute™ [citation].” [Citation_]”

The scope of authority delegated (o an agency may not authorize it to take any and all 2ctions
that the agency deems sound public policy in light of its overall mission. In fact, acting as it does
from a broader perspective, and balancing a broader range of policy considerations, the VETY reason
the legislature imposes limitations on the authority of regulatory agencies is to prevent them from
undertaking actions that they might otherwise be inclined to take because they deem them sound
public policy. The fact that a proposed action may reflect sound public policy in the view of the
agency does not mean that it is within the scope of the authority granted by the legislature.
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Staffs position is contrary to the legislature's policy considerations embedded in the relevant
stafalory provisions.

By including economic impacts as one of the factors in the definition of BARCT, and by
specifying the process for evaluating the cost-effectiveness of proposed BARCT standards, it is
elear that one of the policies of the legislature was to balance the goal of achieving additional
emission reductions from existing sources against the costs of achieving those reductions, and to
impose limits on the costs that would be bome by existing sources to further control emissions.!
The legislature determined that stationary sources should bear the cost of implementing cost-
effective retrofits, If cost-effective retrofits are determined to be unavailable, then that is the end
of the inquiry. There may be specific cases where the outcome results in foregone emission
reductions, but it was the judgment of the legislature that this regulatory scheme struck the
proper public policy balance between achieving air quality goals and imposing additional costs
on regulated sources. It is not the place of the agency to substitute its own public palicy
considerations for those of the legislature when the language of the statute is clear, as it is here.

Furthermore, the fact that « replacement project may be cost-effective in a situation
where available retrofits are not is irrelevant. Staff scems to suggest that if a replacement project
would cost no more than a cost-effective retrofit project (if one existed), then the cost to the
source is no greater than what the legislature intended, and, therefore, requiring replacement in
such situations does not undercut any economic considerations that the legislature may have had
in mind when adopting the statute, However, in situations where there are no available cost-
effective retrofits, the legislature determined that the cost to the source for installing additional
controls would be zero, Therefore, staff's determination that it can mandate replacement when
there are no cost-effective retrofits, as long as the replacement is cost-cffective, imposes cosls on
existing sources that go beyond what the legislature contemplated. The fact that the cost of a
replacement may be less than, or more cost-effective than, available retrafits does not mean that
the agency is entitled to mandate replacements,

Conelusion

SCAQMD staff is attempting to use policy rationale to read something into the statute that
simply is not there. That approach is not only poor public policy, it is contrary to the law. Whether
or not a particalar course of action may be good public policy in the judgment of the agency does not
mean it is within the authority of the agency to mandate it. Furthermore, in this case, that rafionale
elevates the judgment of the agency over that of the legislature with regards to the approprigte
balance between furthering air quality objectives and maintaining a viable economy. There are limits
on the rulemaking authority of the SCAQMD, and those limits may well preclude it from pursuing
what it might otherwise view as good public policy in order to accomplish the broader policy
ohjectives of the lerislature.

! Health & Safety Code Sections 40406 and $0920.6.
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Thank you for considering these comments. We look forward to continuing to work with you
on these rulemakings which are critically important to stakeholders as well as the regional economy,
If you have any questions, please contact me at {714) 755-8105 or by email at
imicheel.carmrol |40 lw.com, i

Sincerely,

okl
Michael J. Carroll
of LATHAM & WATEKINS LLP

o Robert Wyman, Latham & Watkins LLP
John Heirnitz. Latham & Watkins LLP
RFG Members
Bridget McCann, W5PA

LS DTS 054555042

PAR 1134 Draft Staff Report A-25 March 2019



Appendix A Comments and Responses

WSPR

Wanadass Riates Pedinmin & s e

Western States Petroleum Association
Credible Solutions = Responsive Service « Since 1907

Oyango A. Snell, Esq.
General Counsel

May 1. 2018

Dr. Phubp Fine Via e-manl at: pfineiraqgmd zov
Deputy Executrve Officer, Flanming and Rules

South Coast Aw Cruality Management Dhstrict

21885 Copley Drive

Dhamond Bar, CA 91765

Ra: W5PA concemns with Proposed Amended Rules 1146, 1146.1 and 11462 and RECTATM Landmg Fules
Dear Dy Fine:

Western States Petroleum Associzhon (W5SPA) appreciates the ability to participate in working sroups related to
the transiton of the Fegional Clean Awr Incentives Market (RECLATM) program and Propesed Amendsd Fules
(PAR) 1146, 11461 and 1146.2 and the opportunity to make comments. W5PA 15 a non-profit trade associztion
representing compames that explore for, produce, refine, transport and market petrolenm, petroleum products.
natwal gas and other energy supplies m five western states meluding Cabiforma. WSPA has been an actve
parficipant in ar quabity planming issues for over 30 years. WSPA-member compames operate petrolenm
refinenes and other facilihes in the South Coast Air Basin that are within the puraew of the RECLATM Program
admanisterad by the South Coast Awr Quality Management Dhstict (AQMD or Dhistict).

PAFR. 1146, 11461 and 1146.2 represent essephial “landing rules™ wiach, if adopted, would apply to many W5PA
member and non-member faciles which stand to be transitioned from EECTATM s market-based structure mio
new conmand-and-control Best Available Retrofit Contral Technology (BARCT) requurements. We have several
comments and concerns with the Distniet’s ourrent proposals for these PAR=

1. Staff has not conducted a BARCT assezsment for the boilers, steam generators, or process heaters at
facilites that would be transitioning from BEECLAD under PAR 1146, 1146.1 and 1146.2,

State law defines BARCT as “an emuwssion hmutation that 15 based on the mawmmmm degree of reduchion
achienvzble, talong info account emironmental, enerpy, and econcmme mmpacts by each class or category of
source.” (Health & Saf Code § 404068). Under the cwwrent proposal, Dhstrict Staff has not conducted a BARCT
assessment for boalers, steam generators, or process heaters located at fambiies transiioming from BEECTATM to
commmand and control. Father, the cumrent Staff proposal would simply extend the requrements of exasting Rules
1146, 11461 and 11462 to this larpe pumber of facmibhes. These EECLATM facihties were not part of the
umverse of facibites or equpment considered when the Dhstrict adopted the BARCT requirements ciurently
found i Bules 1146, 1146.1, or 1146.2. Therefore, the Dhetnict has not analvzed the emvironmental  energy, and
econommc mpacts for the entre class or category of sowce. The Dhstrict cannot simply extend existing
requrements to a pew umiverse of facilities and equpment withowt first conducting pew (or supplementary)

1415 L Street, Suite 000 Sacramenta, CA 95814
(916) 325-3115 (016) T16-BOSE imeobile)
osnelhiwspaorg  waw wspa.org
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BARCT determunations to demonstrate that proposed emmussion hmmtations and'or other requmements are both
techmieally feasible and cost effective. Such a demonstation is required under Califorma Health & Safety Code
Section 40406,

RECLAN famhties have been subject to morket-based emissions confrol requrements since 1994, For this
reason, the boilers, steam generators, mdprmhﬂ!benatthﬂefzmhmmﬂvmhl}ﬁmmtmuffmz
physical confimurations (e.z., basic equpment, emussions controls) and ther enuwssions performance.
Furthermore, many of the complhiance requrements {e.z . averaging periods) in these rules differ from RECT ATV
andcannntraadﬂVbeapphedtoRECLARqumpmrandﬁmhm It 1= mappropnate to assume that the
BARCT requrements, and supporimg technecal feasibility and cost effectiveness analvses, can apply equally and
equtably to facility equpment that was not part of the ongmal BARCT amalyzis. The Dhstrict needs to
demonstrate that those requmements or alternatre BARCT requrements are both techmcally feasible and cost
effective for this new group of facilities being transitoned from RECTATNW where they have operated for teo
plus decades.

1. The envirommental and sociceconomic impact: for PAR 1146, 1146.1 and 1146.2 should be considered
in CEQA and Socioeconomic Aszeszsments for the entire EECT AT Tranziton Project.

Under the Califorma Emaronmental Cruality Act (CEQA), CEQA Gudelnes and SCAQMD Fule 110, the
SCAQMD Goverming Board (as the lead agency under 1ts cerhified regulatory program) 1s reqm:edtuldannﬁr and
evaluate emvironmentzl mmpacts of 1ts mlemskmg acimates, as well as feamble means and alternatives to reduce,
avod or elumnate sigmficant mmpacts. More specifically, “an accwrate, stable and fimte project descniphion 15 T]:lE
sine qua non of an mformatve and legally sufficent EIR." (County of Imo v. City of Los Angelas (1977 71
Cal App.3d 185, 193.) The entwre project being proposed must be descnbed m the EIR. and the project descriphion
must not mimmure project mpacts. (Ciy of Sanres v. County gf San Diego (19890 214 Cal App.3d 1438, 1450)
Furthermore, CEQA forbids plecemealing' and the Comt has explicitly found that it is inappropriate to dn'uh a
project mio small sepments in order to aveld prepanng an EIR. (Bozumg v. Local Agency Formation Com. (1975}
13 Cal 34 263, 283-284)

The Califorma Supreme Cowt has also beld that EIR= may need to address future emvironmental effects of a
proposed project. In Lawel Heights I the cowt set fosth the standards for determunmgz whether reasonably
foreseazble futwre actrifies mmst be mehided in am EIR project desenphon and for determmming whether the
mpacts of those activities must be analyzed m the EIR:

e kold that an EIR mmst include an analysis of the emironmental effects of firhore
expansion or other achon 1f (1) it 15 a reasonably foreseeable consequence of the mitial
project; and (2} the futwre expansion or achion will be significant m that 1t will hkely change
the scope or matwe of the imbal project or iz emmronmental effect” (Lawrel Heights
Improvement Aszn. v. Regents of the University of Caljformia ¢ Lawrsl Heighiz I} (1988) 47
Cal.3d 376, 398)

" “Plecemealing” or “sementing” means dEviding s project infe two o more pieces and evaluating sach piece in a separate
emvironmensal doomment. The mule of forbidding piecemealing anzes from the definition of “project”™ under CEQA where
“project” is defined as “the whole of an action.™ (14 Cal. Code Regs. § 15378(a).)

1415 L Sireet, Suite D) Sacramento, CA 55814
(916} 325-3115 (D16) T16-BOSE {meobile)
osnelliwspa org  waw wspa.org
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Az previouwsly noted. PAR 1146, 1146.]1 and 11462 are part of the Dhstiet’s larger effort to transihon RECTLATV
program facibibes from RECLATNM's market-based desipm to 3 command-and-control desiznm This has been
deseribed to the Wodang Group, and decumented in the Thetnet's staff report:

“The proposed amendments m Fules 1146, 11461 and 11462 mifiate the transition of the MO
RECTAN program to a command-and-control regulatory structure.” ©

This transiion 15 also noted m the Dhstict’s prelounsry emironmental assessment, which was drafted for
comphanece with the Cabfma Envarommental Chuality Act (CECQA):

“Az a result of control measwe CMB-05 from the 2016 AQMP and ABs 617 and 398, SCAQMD staff
haz besn dwected by the Goverming Board to bepm the process of tansitnonms equpment at MOx
RECLAIN facilihes from a facibity permmt stuchwe to an equpment-based command-and-control
regulatory struchwre per SCAQMD Eepulation 31 — Sowrce Specific Standards. SCAQMD has begun this
fransition process by proposing amendments to Bule 1146 — Frussions of Ohades of Mitrogen from
Industrial, Instrtutional, and Commercial Bolers, Steam Generators, and Process Heaters; Rule 11461 —
Emusmions of Chades of Mittogen from Small Industial, Institutional, and Commmercial Boilers, Steam
(Generators, and Process Heaters; and Fule 11462 — Emmssions of Owdes of Mitogen from Large Water
Heaters and Smzll Boders and Process Heaters. Proposed Amended Fules (PAR) 1146, 11461, and
1146.2 (collectively refarred to herein as the PAR 1146 senes) will be the first set of rules to be amended
to imtate the tansition of equpment from the Nk EECLATM program to a command-and-control
resulatory structure while achieving BARCT.™*

We believe the Distnct needs to prepare an emvironmental assessment that considers the enmfwe REECLATV
Tranzition Project, its mulsmakings and 1fs other associated components, across immpacted faciliies and equipment.
Whle the Dhstrnict prepared a Final Prozram Fmaronmental Impact Beport (Final Program FIR) regarding the
2016 AQMP (certified in March 2017), the analysis focusad solely on the mplementation of CMB-05. CMB-03
was a general divective from the 2016 AQMP, requinng an assessment of fither N0 reductions from the
RECTADN program. (Final Program EIR for the 2016 Aw Cuality Management Plan (Jamary 2017) p. 2-17)
MMore specifically, the Final Program EIR descmbes CMB-05 2 “identfving] a sanes of approaches,
assessments, and analyses that can be explored to make the program more effective..” (Emphasis added Finzl
ngm:uE[Ratp 2 lT}TheFmal Program EIR. hists the control methodology nfCI'.[B—'UJ as “re-exammmation of
the RECT AT program meluding voluntary opt-out and the addibonal confrol equpment and SCE/SHMCE
EqmmeﬂL (Finzl Program EIR at p. 417jAdd1hunaﬂvﬂnEFmaleglmEIRaLuseﬁfurﬂ1theanquabt}

mpact, as it relates to CMB-05, as “potential emissions as a result of construchon to install new equipment,
generation of ammoma emissions from the operatons of SCEYSMCE. equipment, and potential air quality and
GHG enussions from electncity to operate equipment ” (Final Program FIR. at p. 4.1-2.) The Fmnal Program EIR.
never addresses the concept of, much less the mpacts related to, sumsetting the RECL. AW program.

As showm above, CMB-03 lacks the specifications zet forth m the EECTATM Transiton Project and it=
rulemakings. More mmportantly, the RECLATW Transitton Project had not vet even been created when CWB-03
was concerved or evaluated under the Final Program EIR. In fact, the RECLAIM Tranmfion Project 1= snll

* SCAQMD Preliminary Draft Staff Report for Proposed Amended Rule (PAR) 1146, PAR 1146.1, PAR 1146.2 and
Proposed Foule 1100, Tamery 2018, see page 3.

! SCAQMD Draft Subsequent Emvironmentsl Assessment for PAR 1146 — Emuissions of Oxides of Nirogen from Indwstrial,
Instimtional, and Commercial Boilers, Steam Generators, and Process Heaters; 11446.1 — Emissions of Omides of Nirogen
from Small Industrial, Instiomonal, and Coomescial Boilers, Steamn Generators, and Process Heaters; 11462 - Emissions of
Crrides of Nitogen from Large Water Heaters and Small Boilers and Process Heaters; and PR 1100 — Implementation
Schedule for NOx Facilities, March 2018, page 1-2.
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currently under development on an ongoing basizs, as Dhsmet Staff confinues to deterrmne how to approach the
applicability of several landing mles and whether some mles wall even be included m the Project. Gaven the Final
Program EIRs rehance on generzl dwectives like CWMEB-05 and the RECTATM Transiton Pro]ectnut'-'etmstmg
at the time of assessment, the Final Program FIR fals to properly evaluate the potenhal environmental impacts
sp-ecl.ﬁcalhrrelaredtnthERECLA]I'-'I Tran=ition Project and 1ts rulemakings.

Az prior amendments to the Regulation 30 program were considered under CEQA, we beheve the oversll sroup
of RECLADM Transition rulemzkings* needs to be collectively considered under CEQA, as well FRules to
advance the RECLATM Transition Project, including these proposed amendments to the 1146 senes rules, shemld
not be adopted and faciliies should not be removed from BEECTATM wntil the District has completed and certified
a CEQA assessment that evaluates the entive Project.  Undertaking these FECTATNM Tranmten Project
rulemakmes in a fragmented manmer conshitutes a piecemealing of the project, which 15 expheitly forbadden by
CEQA as desembed above. Given that the 1146 senes mles are clearly part of the larper RECLATM Transrhion
Project, we believe the Distriet’s covent draft CEQA document 15 impropery scoped.

Addinonally, Health & Safety Code Secton 40440.8 requures that “Twbenever the sowth coast district intends to
propose the adoption, amendment. or repeal of a mle or regulation that will syzmficantly affect aw quality or
enussions hoatations, the distct . . . shall perform an assessment of the soclceconome mpacts of the adophion,
amendmernt, or repeal of the rule or repulanion™ (Health & Saf Code § 40440 8{a)). One of the specmfic factors
ﬁmﬂuﬂnardhmnbemucumdﬂahmlsﬂu “avalzability and cost-effectrvensss of altematives to the rule or
regulation . . 7 (Health & Saf Code § 40440 8(b}4)). Health & Safety Code Sechion 407285 sets forth
substanfively identical requirements for all anr distiets. Simmlardy, Health & Safety Code Section 40440 5(c)(3)
mmmﬁthﬂlfmtrﬂmmmalaﬁsesmtbmredmcmmmﬂna;mpmﬂmainm amend or repaal
any mule or regulaton “the staff report shall also mmclude socizl, economme, and public health analyses™
Stakeholders have not vet seen the Dhsimict’s draft sociceconome assessment for these proposed rules, bt we
similarly recommend that the Chsinet condwet a program-level socioeconomme assessment that considers the
sociceconomic effects of the owerall RECTATM Trensiion Project, mehading all associated Regulation 31
rulemzkmgs, and the 1146 semes rules. This should be completed to support related Governing Board mile
adoptions prior to the Thenet trapsibomng mdividual RECT AT fambties cut of the program.

WSPA confmues to be concerned that the EECT AT transition could cause sipmficant negative mmpacts to
Scuthern Califorma businesses, air quality and the regional econonry. Similar to the Final Program EIE. desenbed
above, the Final Soriceconomic Beport for the 2016 AQMP analvzed the socioeconomme impacts for the 2016
AOMP, which focused solely on CMB-035. As discussed above, CMB-05 did not mclude 3 transition of the
RECLAM program to a command-and-control scheme hike that deseribed in the RECLA™ Transibon Project or
m the Project’s associated rulemakmgs. Grven that fact, the RECL AT Transihon rulemazkmg proposals carmot
rely on the 2016 AQMP' s Socioeconomic Assessmant to cover the RECL ATV Transiton Project.

3. The District needs to rezolve critical questions about New Source Review (NSE) requirements and
Federal ¥5ER equivalency before tranzitioning individual EECTLATM facilities out of the program.

Under PAR. 1148, 1146.1 and 1146.2, Staff has propesed that RECLATM facilifies covered by these rules would
begin to be transiioned out of the EECT AT program after the rules’ adoption. This raises a mumber of senous
concerns due to the lack of transition framework, particularly on the topic of MSE. There remain a mmmber of
conmplex questions (legal and otherwize) over how the District will satisfy EPA requiremsents to demwonstrate
equivalency with the Federal NSE program.  Since a tansition model has not been agreed upon between EPA and

4 At this time BECTATMW Transition project includes proposed amendments to Fegulation 37 rules, as well as PAR 301,
PAR 1109 sndfor PR 11091, PAR: 1110.2, PAR 11181, PAR 1134, PAR 1135, PAR 1144, 11461, and 11462, and PAR
1147, 11471, and 1147.2.
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pemut changes will mmpact their operstions. RECTATM facihities should not be transitioned from the program
untl SCAQMD has resolved these key NSE 155ues with EPA.

In hight of these important issues, PAFR. 1145 11461 and 11462 are not ready for the Govermmg Board's
consideration.  Any scheduled or proposed hearnmng should be delayed until these 1ssuwes have been adequately
addressed

Thank vou for considenng these comments. We lock forward o confmung to work with you and vouwr Staff on
thiz mlemakomg which 15 entically important to stakeholders, as well as the remonal ar quality and econonay.

If you have any questions, please contact me at (916) 325-3115, or by email at gopell @wepa org.

Smeeraly,

cc: Cathy Beheis-Bovd, W5SPA
Patty Senecal WESPA
Bndget MceCann, WSPA
Wavne Nastn, SCAQMD
Clerk of the Board, SCAQMD

1415 L Sireet, Suite D) Sacramento, CA 55814
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South Coast Air Quality Management District
21865 Copley Drive
Diamond Bar, CA 91763

Fe:  Proposed Amended Rules 20001 and 2002

Dear Dir. Fine:

We are submitting these comments on behall of our client Western States Petroleum
Association (“WSPA™ on the most recent round of proposed amendments to South Coast Air
Quality Management District (“SCAQMD™) Rules 2001 and 2002, The amendments are being
propesed in connection with the transition of the Regional Clean Air Incentives Market
(*RECLAIM"} program to a command-and-control regulatory structure. WSPA is a non-profit
trade association representing companies that explore for, produce, refing, transport and market
petroleurn, petroleum produets, natural gas and other energy supplies in five western states
including California, WSPA has been an active participant in air quality planning issues for over
30 years. WSPA-member companies operate petroleum refineries and other facilities in the
South Coast Air Basin that will be impacted by the transition out of the RECLAIM program.

General Commenis

The proposed amendments to Rules 2001 and 2002 are primarily interim measures
intended to establish new eligibility criterdia for exiting RECLAIM, provide opt-out procedures,
and address, on a temporary basis, unresolved issues surrounding compliance of new source
review [“NSR™) for former RECLAIM facilities once they have transitioned out of the
RECLAIM program. As WSPA and others have expressed in numerous meetings, workshops
and hearings conducted in connection with the RECLAIM transition, we have serious concerns
about the lack of clarity surrounding NSR in a post-RECLAIM regime.

We believe current SCAQMD staff s (“staff™) proposed approach is premature, as staff
has not addressed all of the underlying issues surrounding a RECLAIM sunset. RECLAIM is a
comprehensive, complex program that was adopted 25 a whole, [n the development of
RECLAIM, stafl oot only determined current and future effective best available retrofit control

US-DOCHIN 30041882
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technology (“BARCT™), but also examined and addressed NSR, reviewed sociceconomic
nnpeu.:lsh mitigated implications of emissions trading, resolved enforcement and monitoring
issues, and understood a host of other consequences of adopting such a program. This
comprehensive approach ensured the overwhelming success of the RECLAIM program as it was
dﬁmgned In contrast for this rulemaking, staff is dismantling the RECLAIM program without
analyzing any of the consequences of the proposed approach. Most importantly, staff has not
addressed MSE, nor the environmental and socioeconomic impacts of 8 RECLAIM sunset.

Owur strong preference is that staff prioritizes resolution of the NSR issues and comduct an
analysis of the entire RECLAIM transition project comparable with the same full analysis that
was done during the implementation of RECLAIM before initiating rulemaking, There is no
evidence that this has been done to date. We believe that addressing fundamental programmatic
issues that will affect all former RECLAIM facilities, such as WSR, early in the transition
process, and then moving on to the more narrowly applicable landing rules, would result in a
more orderly and efficient transition in the following ways:

» It would provide facilities with an understanding of the NSR requirements and
procedures that will apply to modifications required to comply with updated BARCT
rules. It is not possible to develop a final and comprehensive plan for implementing new
BARCT requirements without knowing the NSR requirements and procedures and how
those will impact post-RECLAIM operating permits.

» It would result in 3 more efficient use of staff resources. For example, the proposed
amendments to Rules 2001 and 2002 arc essentially “stop-gap™ measures that are
necessary because the NSR and other programmatic issues remain unresolved. If the
NSR and other programmatic issues were addressed, it would not be necessary to develop
and implement such measures.

o It would avoid the current ad hoe, piecemeal approach to the RECLAIM Transition
Project which results in additional confusion and uncertainty. This is illustrated by the
fact that staffs positions with respect to certain issues related to the proposed
amendments to Bules 2001 and 2002 are quite different than positions taken when these
two rules were amended in Janvary of this year in what we view as a nash to get the
RECLAIM transition process underway.

» It would avoid legal vulnerabilitics that we believe are inherent in the current ad ho,
piecemeal approach because the environmental and socioeconomic assessments of
incremental rulemaking are disjointed and incomplete.

Should the District continue with this piecemeal approach, we offer the comments set forth
below on the proposed amendments:

TIS-CHCS 050041842
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Specific Comments on Proposed Amended Rule 2002(f){11) — “Stay-In" Provision

The proposed amendments to Rule 2002 would allow facilities to remain in the
RECLAIM progeam, and thereby avail themselves of the RECLAIM NSR program set forth in
SCAQMD Rule 2005 for some period of time. Our understanding, which was confirmed by staif
during the RECLAIM Working Group mesting on August 9, 2018, is that the decision of
whether ar pot to remain in the RECLAIM program is eompletely within the discretion of the
facility (assumning the faeility meets the specified criteria). ‘Some of the Janguage in the proposed
amendments could be read to grant the Executive Officer discretion (beyond merely confirming
that the facility meets the specified criteria) to decide whether or not the facility may remain in
the program, The following proposed changes are intended to better reflect staft™s intent.

(113 An owner &f or operator of a RECLAIM facility that
receives an initial determination notification may elect that
for the facility ts remain in RECLAIM by submitting #a
request to the Executive Offcer 1o remain in RECLAIM s
submitted, together with ineluding any equipment
information reguired pursuant to paragraph (F{6).

(A)  Upon receiving a request to remain in
RECLAIM and any equipment information
required pursuant to paragraph (fj(6), weitten
aaprevalby the Executive Officer shall notify the
owner or pperator in writing that the facility shall
remain in RECLAIM subject to the following:

(i) ‘The facility shall remain in RECLAIM until
) a subseguent notification is 1ssued to the
facility that it must exit by a date no later
than December 31, 2023,

{ii)  The facility is requircd te submit any
updated information within 30 days of the
date of the subsequent notification.

(iiiy  The facility shall comply with all
requirements of any non-RECLAIM rule
that dpes not exempt NOx emissions from
RECLAIM facilities.

Specific n Proposed Amend 10) — “Opt-Out” Provision
Proposed Amended Rule 2002 includes an “opt-ow” provision for those facilities that

may be ready to voluntarily exit RECLAIM prior to the time that they might otherwise be
transitioned out. The current staff proposal differs from previous proposals in that it places

US-DOCSL0A004 | BE 2 -
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" gertain restrictions on facilities after they have exited the program that we believe are unfair and
unwarranted. Specifically, proposed paragraph (f}{10)(BJ would prohibit such facilities from
taking advantage of otherwise available offset exemptions in SCAQMD Rule 1304, In the event
that an NSR event requiring offsets were to occur after the facility exited the RECLAIM
program, it would be required to obtain emission reduction credits on the open markﬂ’t which the
staff acknowledges are “searce.” (July 20 Preliminary Draft Staff Report, p. 8).' We believe that
it is unnecessary, unfair, and possibly contrary to state law, to deny former RECLAIM facilities
advantages that they would otherwise be entitled Lo and that are available to all other non-
RECLAIM facilities.

"7 The Preliminary Draft Staff Report expresses concern that the potential impacts
associated with emission increases from facilities that might exit the RECLAIM program, even if
limited to the 37 facilities the staff initially identified as eligible to exit, could impose a dernand
on Rule 1304 offsel exemptions that could approach or surpass the cumulative emissions
increase threshelds of SCAQMD Rule 1315, (Preliminary Draft Staff Report, p. 8). In other
words, staff is concerned that if former RECLAIM facilities were permitted to utilize Rule 1304
offset exemptions, the demand on the SCAQMD’s internal emission offset bank, which supports
the offset exemptions, might exceed previously analyzed levels. This concern scems inconsistent
with positions taken by staff in connection with the Janvary 2018 amendments to these two rules,
and with more recent statements by staff suggesting that it believes the internal emission offset
bank is the most viable source of emission offsets for former RECLAIM facilities on a Iunn term

The January 2018 amendments established the eriteria and procedures pursuant to which
eligible facilities would be identified and exited from RECLAIM. According to the Final Staff
Report, “. . . the proposed amendments would remove approximately 38 facilities from NOx
RECLAIM.” (January 5 Final Staff Report, p. 2).* Stafl determined that the impact of exiting
the initial round of facilities, including impacts associated with reduced demand for RTCs,
would be minimal:

Given the analysis above and the fact that the 38 facilitiecs—which
are potentially ready to exit out of the NOx RECLAIM program
into command-and-control—account for about one percent of NOx
emissions and NOx RTC holdings in the NOx RECLAIM
universe, staff concludes that the potential impact of PAR 2002 on
the demand and supply of MOx RTC market is expected to be

! References herein to “July 20 Preliminary Draft Staff Repost™ refer to the Preliminary Draft Saif Report, Proposed
Amendments to Regulation XX- Regional Clean Adr Incentives Market (RECLAIM), Proposed Amended Rules
2061 = Applicability and 2002 — Allocations for Oxides of Mitrogen (NOx) and Oxides of Sulfur (50%x), dated
July 20, F018.

! References hesein to “January 5 Final Sff Report” refer o the Final Staff Report Proposed Amendments to
Regulation XX — Regional Clean Air Incentives Market (RECLAIM) Proposed Amended Rules 2001 -
ﬁp‘p]n;nmlu:v and 2002 — Allocations for Oxides of Mitrogen (NOx) amd Oxides of Sulfur (SOx), dated January 3,
MR
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minimal and large price fluctuations in the NOx RTC market are
unlikely to result directly from the potential exit of the 38 direetly
affected facilities out of the NOx RECLAIM program. Therefore,
PAR 2002 would have minimal impacts on the existing facilities
that are not vet ready to exit the NOx RECLAIM program.
(January 5 Final Staff Report, p. 12}

Ta support its conclusion that exiting the initial round of facilities from the program
would have minimal impacts as a result of foregone market demand for RTCs, staff analyzed
three scenarios in which NOx emissions from the subject facilities were: i) 5% below 2015 NOx
emissions; ii) the same as 2015 NOx emissions; and iii) 3% above 2015 NOx emissions.

{ Jamuary 5 Final Staff Report, p. 11). Staff determined that foregone market demand for RTCs
associated with exiting the initial group of facilities under each of the three scenarios would be
0,073 tons per day (TPD), (1,080 TPD, and 0.086 TPD, respectively. Based on this analysis, stafl
concluded that the anticipated future demand for NOx RTCs associated with the exiting facilities
was minimal, and that eliminating that demand would not materially impact the remaining
market. In other words, staff concluded that the exiting facilities would have a negligible
demand for RTCs in the future, including RTCs required to satisfy NSR requirements, As stated
in the Summary of the Proposal;

Considering the past market behavior by these facilities, staff
concludes that the potential impaet af PAR 2002 on the demand
and supply of MOx RTC market is expected to be minimal and
large price fluctuations in the NOx RTC market are unlikely to
result directly from the potential exit of these facilities out of the
MO RECLAIM program. (Summary of Propoesal, Agenda ltem
Mo. 18, January 5, 2018, p. 3.)

Motably, staff did not even address the impact that the January 2018 amendments might
have on the internal bank even though those amendments were intended to result in precisely the
situation about which stafT is now expressing concern — the remaoval of 38 facilities from the
RECLAIM program that would then be eligible to take advantage of offset exemptions in Rule
1304 like any other RECLAIM facility,

In contrast with the January 2018 Final Staff Report, the July 2018 Preliminary Drafi
Stalf Report expresses serious concems about the potential for increased NOx emissions from
facilities exiting the program, stating that “[e]ven among the first 37 facilities identified that may
be eligible to exit, any impacts from potential emissions increases are unknown and if significant
enough, can approach or surpass the cumulative emissions increase thresholds of Rule 13157
{July 2018 Preliminary Draft Staff Report, p. 8).

Clearly, the conclusions reached by stail in the January 2018 Final Staff Report, upon
which the Guwmmg Board relied when it adopted the current versions of Rules 2001 and 2002,
are inconsistent with the concerns being raised by staff in the current proposal. Either staff erred
in January by underestimating the impacts on the RECLAIM market and failing to even analyze
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the potential impacts on the internal bank, or it is overstating the potential impacis associated
with the current proposal. In either case, this inconsistency illustrates the problem with
undertaking the RECLAIM transition in an ad hoe, piecemeal fashion,

alifornia Environmental Quality Act iderations

WSPA and others have expressed concerns regarding the “piecemeal” manner in which
the California Environmental Quality Act (“CEQA™) analysis for the RECLAIM transition is
being conducted. . .. CEQA's requirements "cannot be avoided by chopping up proposed
projects into bite-size picces which, individually considered, might be found to have no
significant effect on the environment or to be only ministerial.” [Fn. omitted.]” Lincoln Place
Tenarnts Assn, v, City of Los Anpgeles (2005) 130 Cal.App.dth 14911507 quoting Plan for
Arcadia, Inc. v. City Council of Arcadia (1974) 42 Cal.App.3d 712, 726. Staff explained its
CEQA strategy for the RECLAIM transition in an April 25, 2018 letter to the Los Angeles
County Business Federation in which it stated:

The potential environmental impacts associated with the 2016
AQMP, including CMB-05, were analyzed in Program
Environmental Impact Report (PEIR) certified in March, 2017 ...
In other words, the environmental impacts of the entire RECLATM
Teansition project . . . were analyzed in the 2016 AQMP and the
associated PEIR, which was a program level analysis . . . Since the
SCAQMD has already prepared a program-level CEQA analysis
for the 2016 AQMP, including the RECLAIM Transition, no
additional program-level analysis is required and further analysis
will be tiered ofT the 2016 AQMP PEIR.

(ttp:wwrw, agmd. govidocs/default-source/rule-book Proposed-
Rules/regxxagmd-response-letter-to-bizfed-0425 | B pdiTsfursn=56).

Consistent with the staft's explanation described above, SCAQMD staff has prepared a
Draft Subsequent Environmental Assessment (“Draft SEA™) to analyze environmental impacts
me lh: proposed amendments to Rules 2001 and 2002

d govihome/research/document s- encv-scagmd-projects). The

Draft SEJ'\ attemnpts to tier off of the March 2017 Final Program Environmental Impact Report
for the 2016 AQMP and tries to obscure the issue by citing to several other previously certified
CEQA documents, including the December 2015 Final Program Environmental Assessment
completed for the amendments to the NOx RECLAIM program that were adopted on
December 4, 2015, and the October 2016 Addendum to the December 2015 Final Program
Environmental Assessment completed for amendments to Rule 2002 to establish criteria and
procedures for facilities undergoing a shutdown and for the treatment of RTCs. Consistent with
the staff's earlier explanation, the Draft SEA states:

“The decision to transition from NOx RECLAIM into a source-
specifie command-and-control regulatory structure was approved
by the SCAQMD Governing Board as control measure CMB-05 in

[l pr et N Tep T R o )
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the 2016 AQMP and the potential environmental impacts
associated with the 2016 AQMP, including CMB-035, were
analyzed in the Final Program EIR certified in March 2017. This
Draft SEA relies on the analysis in the March 2017 Final Program
EIR for the 20016 AQMP." (Drafi SEA, p. 2-3).

The proposed amendments to Rules 2001 and 2002 implement that portion of control
measure CMB-05, written after the Governing Board”s adoption of the 2016 AQMP that calls for
the transition of the RECLAIM program to a command and control regulatory stracture. As
stated in the July 2018 Preliminary Draft Staff Report, “Proposed Amended Rules 2001 and
2002 will eontisue the efforts to ransition RECLAIM facilities to a command-and-control
regulatory structure ., " (July 2018 Preliminary Draft Staff Report, p. 2). The problem with the
proposal to tier the CEQA analysis for the currently proposed amendments to Rules 2001 and
2002 off from the March 2017 Final Program EIR for the 2016 AQMP is that control measure
CMB-03 as proposed at the time the March 2017 Final Program EIR was prepared did not
inelude o transition out of the RECLAIM program. That language was added well after the
CEQA analysis was complete. Furthermore, no additional CEQA analysis was conducted 1o
address the changes to CMB-05.

The Final Draft 2016 AQMP, which was ultimately presented to the SCAQMD
Governing Board, was released in December 2016, Control measure CMB-03 called for an
additional five tons per day of NOx reductions from sources covered by the RECLAIM program
by the year 2031. CMB-05 also called for convening a Working Group to consider replacing the
RECLAIM program with a more traditional command-and-control regulatory program, but did
ot include a mandate to undertake such a transition. SCAQMD Governing Board sction on the
Final Draft 2016 AQMP was noticed for February 3, 2017, When the 2016 AQMP item came up
on the agenda, SCAQMD staff made a presentation, as is typical. No substantive questions were
asked of the staff by Board Members, and no Board Members indicated an intention to offer
amendments to the staff proposal. The public was then provided an opporunity to comment, and
approximately five hours of public comment ensued.

Following the close of the public comment period, Board Member Mitchell stated her
intention to introduce amendments to the staff proposal for control measure CMB-05 that would:
i) accelerate the additional five TPD of reductions to 2025 from 2031; and ii} transition to a
command-and-control program as soon as practicable. Board Member Mitchell did not provide
any specific proposed language and did not make a formal motion to amend the staff proposal.
For reasons that are not relevant here, action on the item was continued to the March 3, 2017
Governing Board hearing. The Governing Board stated its intention not to take additional public
comment on the item at the March 3, 2017 hearing,

At the hearing on March 3, 2017, Board Member Mitchell introduced the following
amendments to CMB-05 that included a direction to staff to develop a transition out of the
EECLAIM program: -
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BE IT FURTHER RESOLVELD, that the SCAQMD Governing
Board does hereby direct staff to modify the 2016 AQMP NOx
RECLAIM measure (CMB-05) to achieve the five (3) tons per day
NOx emission reduction commitment as soon as feasible, and no
later than 2025, and to rransition the RECLAIM program to a
command and control regulatory structure requiring BARCT level
controls as soon as practicable and to request staff to retum in 60
days to report feasible target dates for sunsetting the RECLAIM
Program.

There was no Board Member discussion of the proposed amendments, and they were approved

on a vote of 7-6.

The CEQA analysis supporting the 2016 AQMP commenced with a Notice of
Preparation of a Draft Environmental Impact Report (“EIR") released on July 3, 2016. The Draft
EIR was released on September 16, 2016, with the comment peried closing on November 15,
2016, In mid-November 2016, four public hearings related to the AQME wers held in each of
the four counties within the SCAQMD territory, at which comments on the Draft EIR were
taken, After incorporating comments and making minor textual changes, the Final EIR was
released in January 2017. No material changes or additional analysis were undertaken
subsequent to the release of the Final EIR, which was certified by the Govemning Board on
March 3, 2017 as the March 2017 Final Program Environmental Impact Report for the 2016
AQMP, upon which stafl now seeks to rely.

Thus, the transition out of the RECLAIM program, which the currently proposed
amendments to Rules 2001 and 2002 seek to implement, was not included in the version of
CMB-05 presented to the Governing Board as part of the 2016 AQMP. The March 2017 Final
Program EIR for the 2016 AQMFP, which was completed in January 2018, did not analyze the
transition of the RECLAIM program because that was not prescribed by the CMB-03 measure at
that time. Therefore, tiering off of the March 2017 Final Program EIR for the 2016 AQMP to
support rule amendments that seek to implement the transition is not possible since there is no
analysis from which to tier off. In the ahsence of a program level CEQA analysis that includes
the RECLAIM transition, staff’s segmented analysis of each proposed rulemaking action in the
transition process constitutes classic “piecemealing” contrary to the requirements of CEQA.

Siaff's attempt to tier without having completed a programmatic analysis of the
RECLAIM Transition Project ignores the fact that RECLAIM is & comprehensive program that
includes an assessment of BARCT for all of the sources in the program. It was adopted as a
whole, o single package, not as a series of individual rules and regulations. There are no separate
BARCT regulations in the RECLATM program. Because RECLAIM allows for BARCT to be
implemented on an apgregate basis, all BARCT determinations had to be made together.
Furthermore, all RECLAIM rules are dependent upon one another, and none of these can stand
alone. By attempting to analyze the impact of a single RECLAIM rule, i.e.. BARCT
determingtion, staff is ignoring the interdependency of the program, and thus, improperly
disregarding the impacts of the comprehensive program.

TIS-CT5 0500 138.2
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In the deaft SEA, staff claims that it is speculative to determine what BARCT may be for
all the various sources under the RECLAIM program. This underscores the fact that a
comprehensive program transitioning RECLAIM sources to command and control rules was
never developed or analyzed, Rather, stall is piecemealing the analysis of the RECLAIM
transition. Such an approach has been rejected by the courts: “Instead of itself providing an
analytically complete and coherent explanation, the FEIR notes that a full analysis of the planned
conjunctive use program must await environmental review of the Water Agency's zone 40
master plan update, which was pending at the time the FEIR was released. The Board’s findings
repeat this explanation, To the extent the FEIR attempted, in effect, to ter from a furure
environmental document, we reject its approach as legally improper under CEQA." Fineyard
Area Citizens for Responsible Growth, Inc, v. City of Ranche Cordova (2007) 40 Cal.4th 412,
440 [emphasis in eriginal].

Furthermore, RECLAIM is an emissions trading program. It allows facilities to choose
to implement specific controls or to purchase emissions credits. Staff's piecemealing of the
analysis does not aceount for those facilities that have implemented other means to comply with
the program and the additional impacts the transition to individual command and control rules
may have on these facilities. Additionally, these impacts cannot be captured in a single rule
analysiz. Rather, stafT"s piecemealing further ignores the impacts on facilities that are subject to
multiple BARCT determinations.

Healih & Safety Code Section 39616

The current staff proposal for amending Rule 2002 to prevent former RECLAIM
facilities from accessing offset exemptions in Rule 1304 would place former RECLAIM
facilities at a significant disadvantage relative to other non-RECLAIM facilities. California
Health & Safety Code Section 39516(c)(7) prohibits imposing disproportionate impacts,
measured on an aggragate basis, on those stationary sources included in the RECLAIM program
compared to other permitted stationary sources, Creating a new category of sources without
access to either RTCs or Rule 1304 offset exemptions to satisfy NSR requirements runs afoul of
this prohibition. )

Sta aining to SCAQMD Ru

The July 2018 Preliminary Draft Staff Report contains the following statement:
“Mareover, Rule 1306 — Emission Calculations would caleulate emission increases of exiting
RECLAIM facilities based on actual to potential emissions, thereby further exacerbating the
need for offsets.” (Preliminary Draft Staff Report, p. 8). It is not clear why this would be the
case. Furthermore, it is premature to make such assertions outside the context of an overall
analysis of what the NSR requirements for former RECLAIM facilities might be, This isa
critical issue that must be addressed in the overall dm'e]ﬂpmem of the N8R program for former
RECLAIM facilities.
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Conclusion

Thank vou for considering these comments. We look forward to continuing to work with
vou on these rulemakings which are critically important to stakeholders as well as the regional
economy. If you have any questions, please contact me at (714) 401-B105 or by email at
michael_carroll@lw.com or Bridget McCann of WSPA at (310) 808-2146 or by email at

bmccanni@ wspa.org,
Sincerely,
e C
ATSVAITYLY Aot
Michael J. Carroll oo

of LATHAM & WATKINS LLP

ce: Cathy Reheis-Boyd, WSPA
Patty Senecal, WSPA
Bridget McCann, WSPA
Wavne Mastri, SCAQMD
Barbara Baird, SCAQMD
Michael Krause, SCAQMD
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Response to Comment 3-1

Detailed technical and economic information and analyses upon which the technical feasibility and
cost-effectiveness are provided in chapters 2 and 4 of the staff report. Incremental cost-
effectiveness between control options is included in chapter 4 of the staff report. This information
is presented in this report which is released at least 30 days before any hearing. Cost-effectiveness
and technical feasibility information has been presented during working group meetings and the
Public Workshop during rule development as well.

Response to Comment 3-2
A detailed response to this comment is included in chapter 2 of the staff report.

Response to Comment 3-3
SCAQMD staff responded to a similar comment in the staff report for PARs 2001 and 2002, which
were adopted by the Governing Board at the October 5, 2018 Governing Board Meeting.

Response to Comment 3-4

Monitoring and reporting requirements are contained in subdivision (e) of the proposed rule, and
recordkeeping requirements are contained in subdivision (g). RECLAIM facilities will be required
to continue monitoring, reporting, and recordkeeping practices under the provisions of Rule 2012
until they exit RECLAIM. Upon exit from RECLAIM the facility will be required to meet the
monitoring and reporting requirements contained in paragraph (e)(4). The proposed rule does not
specifically reference Proposed Rule 113 because it has not yet been adopted. The concern raised
in this comment regarding complying with MRR requirements in Rule 113 is premature as that
Rule is not being considered at this time.

Response to Comment 3-5
SCAQMD staff responded to a similar comment in the staff report for PARs 2001 and 2002, which
were adopted by the Governing Board at the October 5, 2018 Governing Board Meeting.
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