NOx RECLAIM WORKING GROUP MEETING

JULY 23, 2021
JOIN ZOOM WEBINAR MEETING

HTTPS:/ISCAQMD.ZOOM.US/J/98344812021
MEETING ID: 983 4481 2021

TELECONFERENCE DIAL-IN: 1-669-900-6833



https://scaqmd.zoom.us/j/98344812021

» Rulemaking Status on Landing Rules
= Pending Permit Application Inventory Update

= Western States Petroleum Association (WSPA) Bridge
Proposal and Staff's Response

= Ongoing Efforts and Next Steps



RULEMAKING STATUS ON LANDING RULES




Rules Under Development

“ PR 1147.1 - Aggregate e " PR 1147.2 — Metal Melting
_ Facilities A and Heating Furnaces

Public Hearing: August 6, 2021 Public Hearing: October 1, 2021

{ PR 1109.1 — Refinery 2 P 57 PR 1150.1 — Nitric Acid
-~ | Equipment 27  Processing Tanks

Public Hearing: Second Quarter 2022

PAR 1147 — Miscellaneous ‘_ : PAR 1153.1 — Commercial

Combustion Sources : ﬁ!ﬁ“@-«i‘ﬁ Food Ovens

|

Public Hearing: January 7, 2022 e N Pubiic Hearing: February 4, 2022




PAR 1147 — Miscellaneous Combustion

sources

= Working Group Meeting #9 held on
July 14, 2021

= Staff proposed interim limits for former
RECLAIM faclilities

= Staff discussed BARCT analysis for autoclaves

= Staff working on completing BARCT analysis for
remaining equipment categories

= Next Working Group Meeting:
August/September

= Public Hearing: January 7, 2022




PR 1147.1 — Aggregate Facilities

= 30-day Draft Proposed Rule and Staff
Report posted on July 2, 2021

= Staff working on Board Package
= Public Hearing: August 6, 2021




PR 1147.2 — Metal Melting and Heating

Furnaces

= Working Group Meeting #8 held on
July 8, 2021

= Discussed proposed NOx limits for metal
heat treating and metal heating and forging

= Staff Is re-assessing implementation paths
and working with stakeholders regarding
radiant tube burner data

= Next Working Group Meeting: Early August
= Public Hearing: October 1, 2021



PR 1109.1 — Refinery Equipment

Working Group Meeting #23 held on July 14,
2021

= Staff proposed BARCT near limits for FCCUs
with existing SCRs, large heaters, and vapor
Incinerators

= Staff released the third version of proposed rule
= Next Working Group Meeting: July 28, 2021
= Public Hearing: November 5, 2021



PR 429.1 — Start-up and Shutdown

of Refinery Equipment

= Working Group Meetings for PR 429.1 are
incorporated in the PR 1109.1 Working
Group Meetings

= Discussed revised provisions at the May 27,
2021 PR 1109.1 Working Group

= Conducting meetings with stakeholders to
address issues and concerns

= Public Hearing: November 5, 2021
(with PR 1109.1)




PR 1159.1 — Nitric Acid

Processing Tanks

= Addresses NOx emissions from nitric
acid processing tanks

= First Working Group Meeting
scheduled for August

= Public Hearing: 2"d Quarter 2022

https://tri-mer.com/tanks/polypro-tanks-case-study. html
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PAR 1153.1 = Commercial

Food Ovens

= First Working Group Meeting held on
July 9, 2021

= Discussed current requirements
under Rule 1153.1, BARCT process,
and potential RECLAIM sources
subject to PAR 1153.1

= Public Hearing: February 4, 2022

11



Adopted/Amended Rules for RECLAIM Transition

and NOx Reductions

—ti__J] Rules1146, 11467,
-~ 1 1146.2 - Boilers,
.1 Process Heaters, and
Steam Generators

Rule 1118.1 — Non . o W
“e| Refinery Flares atigia] Rule 1110.2 -
===, | Gaseous- and Liquid-

Rules 218, 218.2, 218.3 S mwem] Fucled Engines
— Continuous Emissions . 0|
Monitoring Systems

1 Rule 1117 —
Container Glass
Melting/Sodium
Silicate Furnaces

Rule 1134 — Gas
Turbines

Total NOx Reductions = 4.63 tons per day*

* Sum of NOx reductions from RECLAIM facilities only. Some NOx reductions may be attributed to the 2015 RECLAIM shave.




Landing Rules Staff Is Revisiting

= Staff is proposing amendments for landing rules that have been adopted or amended
to address:

= Ammonia slip limits
= Startup and shutdown provisions
= References to Rules 218.2 and 218.3 for CEMS
= The following rules are scheduled for amendments:

= Proposed Amended Rule 1134 — Emissions of Oxides of Nitrogen from Stationary Gas Turbines
(December 2021)

= Proposed Amended Rule 1135 — Emissions of Oxides of Nitrogen from Electricity Generating
Facilities (November 2021)

= Proposed Amended Rule 429 — Start-Up and Shutdown Exemption Provisions for Oxides of
Nitrogen (Rule 1146 and 1134 units; December 2021)

= Proposed Rule 429.2 — Startup and Shutdown Exemption Provisions for Oxides of Nitrogen
(Rule 1135 units; November 2021)
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PAR 1304 Preliminary Draft Rule Language Available

Draft rule language for PAR 1304 is available on the
Proposed Rule Page for Regulation XIII1

Staff is seeking feedback and comments on the draft
rule language for the proposed amendments to Rule
1304 by August 5t

1 http://www.agmd.gov/home/rules-compliance/rules/scagmd-rule-book/proposed-rules/requlation-xiii/documents 14



http://www.aqmd.gov/home/rules-compliance/rules/scaqmd-rule-book/proposed-rules/regulation-xiii/documents

PENDING PERMIT APPLICATION INVENTORY
UPDATE

JULY 23, 2021




Permit Processing

2016 Inventory Reduction Initiative
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Permit Application Activity

Number of Applications Received per Month
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Permitting Staffing Trends

Staff FTE
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RECLAIM Landing Rule Applications
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Actions

= Staffing
=  Summer recruitment
= Interdivisional Resource Sharing
= Strategies
= Ensure complete application packages
= Prioritization
= Distribution of workload
= Continual improvement
= Staff and Supervisor Training
= Permit Processing Handbook

= Management tools (Dashboard)
= Automation efforts

This Photo by Unknown Author is licensed under CC BY-NC-ND
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WESTERN STATES PETROLEUM ASSOCIATION (WSPA)
BRIDGE PROPOSAL AND STAFF'S RESPONSE




WSPA's “Bridge” Concept Proposal

= On June 2", WSPA presented an option for a “bridge” that would generally
retain the RECLAIM structure

= Summary of WSPA “Bridge” Concept:

Use Regulation XX as the “bridge” to deliver BARCT-equivalent NOy emissions reductions
Complete remaining BARCT assessments
Adjust (i.e., shave) BARCT-equivalent facility allocations starting in 2023-2025

Restrict new purchases of Infinite Year Block (I'YB) NOx RECLAIM Trading Credits (RTCs)
starting in 2023

Allow facilities to exit RECLAIM under certain criteria
At the end of the last compliance year for which adjusted allocations are established,
transition remaining facilities to Landing Rules and fully sunset RECLAIM program
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Staff's Key Responses to WSPA Proposal

Use of RTCs to comply with BARCT is contrary to AB 617

2016 AQMP resolution directed staff to transition RECLAIM facilities to
command-and-control

WSPA's proposal weakens implementation of command-and-control rules and
delays emission reductions

Not consistent with commitment for NOx emission reductions for AB 617
communities of Wilmington, Carson, and West Long Beach

Proposal is inequitable for non-refinery facilities

Challenges to RECLAIM approvability under 2001 Economic Incentive
Program (EIP) guidance




Use of RTCs to Comply with BARCT Is Contrary to

AB 617

AB 617 does not allow for use of RTCs in lieu of BARCT,
as suggested in the WSPA proposal

= AB 617 requires the implementation of BARCT level controls for industrial
sources subject to a market-based compliance mechanism (RECLAIM) and
does not allow the use of RTCs to substitute for BARCT level controls

= Staff received a comment letter on May 18, 2021, from Latham & Watkins on
behalf of the Regulatory Flexibility Group and WSPA that argues that the use

of RTCs to implement BARCT requirements is allowed under Health and
Safety Code Section 40920.6

= Based on statutory language, legislative history, and purpose of the bill,
BARCT must be met by installation of controls and not by use of RTCs oL



Based on Statutory Language, Legislative History, and Purpose of
the Bill, BARCT Must Be Met by Installation of Controls and Not By
Use of RTCs

Section 40920.6 (c)(2) No evidence in the The Assembly was

and 40920.6 (e) are not legislative history to provided an analysis

mutually exclusive support that various that clearly stated the

. Legislature recognized versions were intent of the bill is to
that RECLAIM was circulated require real emission
sunsetting when AB 617 + Two of the examples are reductions at the
was written documents that were affected sources, rather

« Section 40920.6 (c)(1) never presented to the than the use of RTCs
gave districts until legislature
December 31, 2023 to o Ana|ysis prepared by
establish an expedited California Environmental
BARCT schedule Protection Agency was
prepared after the bill’s
enactment and is
marked “confidential”
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State’s Interpretation of Use of RTCs Under AB 61

= Staff discussed AB 617 requirements with
CARB regarding the use of RTCs to
comply with BARCT requirements

= CARB provided a comment letter
supporting staff’s interpretation of AB 617
requirements

= Comment letter is available on the
proposed rules webpage?

= State legislative staff also agreed that
RTCs could not be used in lieu of BARCT

Gavin Newsom, Governor
/ CALIFORNIA Jored Blumenteld, ColEPA Socretory

AIR RESOURCES BOARD Liane M. Randolph, Chair

July 16, 2021

Wayne Nastri

Executive Officer

South Coast Air Quality Management District
21865 Copley Drive

Diamond Bar, California 91765

Dear Wayne:

| write to express the views of the California Air Resources Board (CARB) as to the use of
emissions credits by a facility to meet best available retrofit control technology (BARCT)
requirements, as modified by Assembly Bill (AB) 617 (Garcia, 2017). | understand that the
South Coast Air Quality Management District (SCAQMD, or District) is considering several
rules to amend or establish BARCT requirements for various sources as those sources
transition out of the District's RECLAIM program for nitrogen oxides (NOx), which is to be
accomplished as soon as practicable (with a reduction of five tons per day of NOx achieved
by 2025). These rules are also intended to fulfill part of the District’s obligations to
implement AB 617’s requirement to implement BARCT for emissions units that have not
been upgraded since 2007 at sources regulated under CARB's Cap-and-Trade Regulation in
nonattainment areas. | further understand the Western States Petroleum Association (WSPA)
has proposed allowing facilities to use RECLAIM Trading Credits (RTCs) to comply with NOx
BARCT requirements. Use of RTCs are proposed to be allowed until the last unit meets the
NOx BARCT limit, which could be as late as 2034 for proposed Rule 1109.1. The remainder
of this letter focuses on CARB's response to this aspect of that stakeholder’s proposal.

Given the requirements of AB 617 to apply controls to achieve the maximum degree of
reduction achievable for any criteria pollutant at all emissions units at Cap-and-Trade sources,
RTCs or emission reduction credits (ERCs)’ are not an acceptable means of BARCT
compliance, and the District has authority to limit credit use in these contexts.

The use of emission credits to comply with BARCT rules adopted to implement AB 617
would be inconsistent with the requirements and intent of AB 617. AB 617 expressly requires
districts to implement BARCT-level controls? at emissions units at sources subject to the Cap-
and-Trade Regulation in nonattainment areas, no later than December 31, 2023.? CARB
refers to this requirement as "Expedited BARCT.” Districts are to prioritize implementation

' For purposes of this letter, we refer to RTCs and ERCs collectively as “emission credits.”

2 Statute defines BARCT 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.” Health & Saf. Code § 40406.

? Health & Saf. Code § 40920.6.

arb.ca.gov 1001 | Street » P.O. Box 2815 * Sacramento, California 95812 (800) 242-4450

1 http://www.agmd.gov/home/rules-compliance/rules/scagmd-rule-book/proposed-rules/requlation-xx/comment-letters
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2016 AQMP Resolution Directed Staff to Transition

RECLAIM Facilities to Command-and-Control
= Control Measure CMB-05 and adopting

Resolution called for further NOx reductions “BE IT FURTHER RESOLVED, that the

n ment of the RECLAIM proaram SCAQMD Governing Board does
from an assessment of the ¢ program, hereby direct staff to modify the 2016

including: AQMP NOx RECLAIM measure (CMB-

= A5 ton per day NOx reduction to be achieved no later | 05) to achieve the five (5) tons per day
than 2025: and NOXx emissio_n reduction commitment as

: L soon as feasible, and no later than

= Sunsetting the RECLAIM program and transitioning 2025 and to transition the RECLAIM
facilities to a command-and-control regulatory structure | program to a command and control
that requires BARCT level controls regulatory structure requiring BARCT

= 2016 AQMP was SIP approved by U.S. EPA level controls as soon as practicable,

and to request staff to return in 60 days

WSPA proposal is not consistent with the  JRSRCUEEbge R EUSI bl
sunsetting the RECLAIM program.”

Governing Board'’s direction

28



WSPA's Proposal Weakens Implementation of Command-and

Control Rules and Delays Emission Reductions

Allowing operators to use RTCs will delay installation of BARCT
and is not consistent with state and federal law

= No assurance under WSPA's proposal that any sources will install pollution controls until the
final compliance of last unit — which can be post-2034 for Proposed Rule 1109.1

= Health and Safety Code Section 40920.6(c)(1) requires implementation of BARCT by the
earliest feasible date, but not later than December 31, 2023

= Some equipment categories need additional time to meet BARCT, but potentially delaying all BARCT
requirements to final compliance of the last unit is in violation of state law

= NOXx reductions needed for the 1997 and 2008 federal ozone air quality deadlines in 2023
and 2031
= Emission reductions could be delayed until after the 2031 deadline

29



WSPA's Proposal is Not a Bridge

WSPA’s proposal goes beyond the
needs of the bridge

= WSPA's bridge ends when the last unit
meets the NOXx limit

= A“bridge” is the enforceable mechanism
after facilities transition out of RECLAIM
and until each unit meets the NOXx limits
In command-and-control rule
= Purpose of the bridge is to ensure that there is

some enforceable mechanism after the overall
RECLAIM cap is removed

Staff’s Bridge Proposal

Staff’'s proposal is to establish interim
limits up until a unit meets the NOx limit
In a command-and-control rule

Does not delay installation of pollution
controls or delay emission reductions

Does not allow use of RTCs in lieu of
BARCT

Interim bridge limits are reflective
of current operating conditions

Designed to hold the line

No additional emission reductions will be
required from interim limits

Interim limits ensure no backsliding
under Clean Air Act Section 110(l)




Comparison of Staff's and WSPA's Proposals for a

Bridge
RECLAIM Bridge Units Meet NOx Limits
= .. e —
- A Emissions —————————— %
S 38 must be ) [
n o below total ) (/] 7
SN —
_ Units Meet
RECLAIM Bridge NOXx Limits

Emissions must be below total RTCs*

Allows use of RTCs until last unit is required to meet NOXx limit

M
n
@
o
@)
—
*WSPA Proposal includes a shave of BARCT-equivalent facility allocations starting in 2023-2025




High Risk with Serious Concerns for Further Delays

WSPA proposal potentially backloads projects and implementation with no assurance
pollution controls will be installed before last compliance date

= For the 2015 shave, only nine permits submitted for emission reduction projects at five major
petroleum refineries

= Three refineries collectively have eight permits for emission reduction projects
= Two refineries have collectively one permit for an emission reduction project

= There are no interim milestones to ensure operators will meet NOx emission limits upon final
implementation which can be post-2034

= Concern that as final implementation dates near, facilities will request extensions

= Final implementation could be further delayed if facilities insist that installation of control equipment coincides
with turnarounds or other business-timing objectives

WSPA proposal does not restrict use of Infinite Year Block (I'YB) RTCs or discrete year RTCs
= \WSPA proposal only restricts purchase of IYB RTCs starting in 2023
= Allows facilities to delay installation of pollution controls to the very end
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Potential for Significant NOx Reductions Deferred

= Three refineries hold RTCs that are
less than 11% below their 2020
emissions

= All refineries have sufficient RTCs to
delay installation of pollution controls

= Based on current RTC holdings for
refineries, over 1,200 tons/year of NOx
reductions could be deferred until the
last unit meets the NOXx limit

Comparison of Refinery Emissions
and RTC Holdings
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0

2017 2019 2020 Interim Target
Target
(60%)

Tons per Year

mmm Emissions  ——Total 2023 and Beyond Holdings
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Not Consistent with Commitment for NOx Emission Reductions for AB

617 Communities of Wilmington, Carson, and West Long Beach

WSPA Proposal Conflicts with Obligations for AB 617
and Commitments to Sunset RECLAIM

= AB 617 Community Emissions Reduction Plan (CERP) for the Wilmington, Carson,
and West Long Beach communities commits to:

= A 50% reduction in NOx by the refineries

= Requiring the installation of BARCT through the adoption of Proposed Rule 1109.1

= Requiring refineries to demonstrate compliance with NOx emission limits by December 31, 2023
= Compliance to a legal commitment

= Joint stipulation to stay a lawsuit by environmental organizations representing affected
communities requires the sunsetting of the RECLAIM program

34



Proposal Is Inequitable for Non-Refinery Facllities

= WSPA proposal impacts all NOx RECLAIM facilities, including non-refinery
facilities

= WSPA introduced proposal to staff on June 2"
= Staff discussed WSPA proposal at the PR 1109.1 Working Group Meeting
= Today’'s Working Group Meeting is first discussion of proposal to non-refinery facilities

= Three key areas where the WSPA proposal is inequitable to non-refinery
facilities:

Use of RTCs for Refineries Hold
Interim the Majority of

Requirements RTCs
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Inequities to Non-Refinery Facilities

« Creates disadvantage to non-refinery facilities that purchase discrete RTCs each year or
are looking for IYB RTCs

Use of RTCs for Interim Requirements

 Inequitable to allow WSPA facilities and facilities with later compliance dates to use RTCs

* Non-refinery facilities are already installing or have installed pollution controls to meet
NOx BARCT limits

Refineries Hold the Majority of RTCs

 Reconciliation will become more difficult as facilities exit RECLAIM and RTCs are
removed from the market

« Possible that power plants and refineries will exit before other non-refinery facilities
« Power plants and refineries hold over 75% of RTCs
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Challenges to RECLAIM Approvability Under 2001

Economic Incentive Program (EIP) Guidance
= WSPA's proposal includes:

= Allowing facilities to exit RECLAIM under certain criteria

Use of RTCs for compliance with a separate emission reduction program

= U.S. EPAInitially commented that if there are substantial changes, RECLAIM
would need to be reapproved under the U.S. EPA’'s 2001 EIP guidance, which:

Requires an environmental benefit of increased reductions or reductions achieved more
rapidly

Requires a 10% environmental benefit

Restricts use of credits from shutdowns to be used towards emission reduction obligations
Ensures that the program achieves RACT in aggregate as facilities and RTCs exit RECLAIM
May require the NSR component be re-evaluated to ensure it meets federal NSR
requirements

= Staff is continuing to discuss these issues with U.S. EPA
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Summary of Staff's Response to WSPA Proposal

= Staff identified several issues with
the WSPA proposal including
AB 617 requirements and
Governing Board direction to
sunset RECLAIM as soon as
practicable

= Staff’s bridge proposal establishes
Interim limits up until a unit meets
the NOx limit in a command-and-
control rule

= Interim bridge limits are reflective
of current operating conditions

= Does not delay installation of pollution
controls or delay emission reductions

= Does not allow use of RTCs in lieu of
BARCT

Staff’'s Key Responses to WSPA Proposal

Use of RTCs to comply with BARCT is contrary to AB 617

2016 AQMP resolution directed staff to transition RECLAIM facilities to
command-and-control

WSPA's proposal weakens implementation of command-and-control rules and
delays emission reductions

Not consistent with commitment for NOx emission reductions for AB 617
communities of Wilmington, Carson, and West Long Beach

Proposal is inequitable for non-refinery facilities

Challenges to RECLAIM approvability under 2001 Economic Incentive
Program (EIP) guidance
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Continue rulemaking activities

Continue working with U.S. EPA, CARB, and

On g oin g stakeholders
Efforts and
NeXt Steps Monthly RECLAIM and Regulation XIlII NSR Working

Group Meetings

Quarterly Stationary Source Committee updates




Contacts — RECLAIM & New Source Review

General Questions Susan Nakamura Assistant Deputy Executive Officer 909-396-3105

Michael Morris Planning and Rules Manager 909-396-3282

RECLAIM Rodolfo Chacon Program Supervisor 909-396-2726
Isabelle Shine Air Quality Specialist 909-396-3064

Mike Morris Planning and Rules Manager 909-396-3282

New Source Review Uyen-Uyen Vo Program Supervisor 909-396-2238
Lizabeth Gomez Air Quality Specialist 909-396-3319

snakamura@agmd.gov

mmorris@agmd.gov
rchacon@agmd.gov
ishine@agmd.gov
mmorris@agmd.gov
uvo@agmd.gov

lgomez@agmd.gov

To receive e-mail notifications for Regulation XX or Regulation XIllI, sign up at: www.agmd.gov/sign-up

To view proposed rules and supporting documentation, visit the South Coast AQMD Proposed Rules webpage at:

http://www.agmd.gov/home/rules-compliance/rules/scagmd-rule-book/proposed-rules
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Contacts — Proposed Rules

Proposed Amended Rule 1147

Proposed Rule 1147.1

Proposed Rule 1147.2

Proposed Amended Rule 1153.1

Heather Farr
Sarady Ka
Mojtaba Moghani, Ph.D.
Zoya Banan, Ph.D.
Gary Quinn, P.E.
Shawn Wang
Gary Quinn, P.E.
Yanrong Zhu
Shawn Wang
Rodolfo Chacon
James McCreary
Neil Fujiwara

Min Sue
Uyen-Uyen Vo

Charlene Nguyen

Program Supervisor
Air Quality Specialist
Air Quality Specialist
Air Quality Specialist
Program Supervisor
Air Quality Specialist
Program Supervisor
Air Quality Specialist
Air Quality Specialist
Program Supervisor
Air Quality Specialist
Program Supervisor
Air Quality Specialist
Program Supervisor

Air Quality Specialist

909-396-3672

909-396-2331

909-396-2527

909-396-2332

909-396-3121

909-396-3319

909-396-3121

909-396-3289

909-396-3319

909-396-2726

909-396-2451

909-396-3512

909-396-3241

909-396-2238

909-396-2648

hfarr@aqgmd.gov
ska@agmd.gov

mmoghani@agmd.gov

zbanan@agmd.gov
gquinn@agmd.gov
swang@agmd.gov
gquinn@aqgmd.gov
yzhul@agmd.gov
swang@agmd.gov
rchacon@agmd.gov
jmccreary@agmd.gov
nfujiwara@aqmd.gov
msue@aqmd.gov
uvo@aqgmd.gov

cnguyen@agmd.gov
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Rule 1117

Rule 1110.2

Rules 1134 & 1135

Gary Quinn, P.E.
Yanrong Zhu
Michael Morris
Rodolfo Chacon

Michael Morris
Rodolfo Chacon
Michael Morris
Uyen-Uyen Vo

Gary Quinn, P.E.

Kalam Cheung, Ph.D.

Lizabeth Gomez
Shawn Wang
Heather Farr

Steve Tsumura

Program Supervisor

Air Quality Specialist

Planning and Rules Manager

Program Supervisor

Planning and Rules Manager

Program Supervisor

Planning and Rules Manager

Program Supervisor
Program Supervisor
Program Supervisor
Air Quality Specialist
Air Quality Specialist
Program Supervisor

Air Quality Specialist

Contacts — Amended/Adopted Rules

909-396-3121

909-396-3289

909-396-3282

909-396-2726

909-396-3282

909-396-2729

909-396-3282

909-396-2238

909-396-3121

909-396-3281

909-396-3103

909-396-3319

909-396-3672

909-396-2549

gquinn@agmd.gov
yzhul@agmd.gov
mmorris@agmd.gov
rchacon@agmd.gov
mmorris@agmd.gov
rchacon@agmd.gov
mmorris@agmd.gov
uvo@agmd.gov
gquinn@agmd.gov
kcheung@agmd.gov
Igomez@agmd.gov
swang@aqgmd.gov
hfarr@agmd.gov

stsumura@agmd.gov
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