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Agenda Item #1 - Call to Order/Opening Remarks
Chair Jane Carney called the meeting to order :&318.m.

Agenda ltem #2 — Approval of April 20, 2007 MeetindMinutes/Review of Follow-
Up/Action ltems

April 20, 2007 meeting minutes were approved asereed.
There were no action items resulting from April 2007’s meeting.

Agenda ltem #4 — Emission Reduction Credit Generatn & Use (item taken out of

order)

Mr. Mohsen Nazemi gave a presentation on EmisseguBtion Credit Generation &
Use (see attached).

Dr. Joe Lyou stated that due to high prices tothege credits, there appears to be a large
disadvantage for small- to medium-size businesstrs Nazemi replied that AQMD has
decided to open the AQMD bank to the large useih ss power plants, so small and
medium businesses can afford credits. He addedN#a Source Review (NSR) is
sensitive to economic growth by allowing small s@srup to 4 tons of emissions without
having to provide any offsets. Dr. Lyou asked wkadhe average cost per ton for PM in
2007? Mr. Nazemi replied that the average costiwgse $100,000 per pound/per day
range. Dr. Lyou asked about the value of CO csedliten attainment is achieved. Mr.
Nazemi replied that staff is reviewing the ruledxide what should be done, but stated
that AQMD may want to continue BACT for CO. He addhat ERCs are used for
purposes other than permitting, such as mitigatmgacts from CEQA. Dr. Lyou asked
what happens to companies that currently carry @@its on their books as an asset and
they are no longer able to carry them as such. Ndeemi replied that those companies
will be impacted financially. Dr. Lyou asked ia$ft anticipated that small businesses and
local governments were going to face a crisis,thatithey would not be able to compete
due to this anticipated availability of credits.r.Mlazemi replied that this was

anticipated and that is why NSR was amended toigeedire exemption for small

sources. Dr. Lyou stated that technology haseaterd enough credits over time as was
anticipated when the program was established.Ndeemi replied that as AQMD has
required more stringent controls, the rules hadeiced emissions from stationary
sources to the point where generating ERCs reqoaepanies to almost shutdown. He
added that CAPCOA has been working with EPA and BAdRlook at where emission
reductions can be generated from the non-traditemarces, such as mobile sources. Dr.
Lyou commented that this will raise many environtaéjustice issues.

Mr. Greg Adams stated that transaction costs doefigict that many businesses do not
qualify for the 4-ton community bank and have almsdl hope because they cannot
afford the cost of these credits. He added thabit four years for submittal of Rule
1309.2 to EPA and several years to finally get appd. Mr. Nazemi replied that the
rule was adopted in 2002, but it took CARB someetimfeel comfortable with
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forwarding to EPA. Mr. Adams commented that ssafbuld keep the pressure on EPA
to get the rules approved.

Chair Carney asked what rules were being held @GARB. Mr. Nazemi replied that it
is Rule 1309.2 which would allow small- or mediurnesbusinesses to purchase
emission reductions from the AQMD bank. He added EPA wanted AQMD to
demonstrate that tracking of credits would be roBosAQMD adopted a rule to
formalize the tracking process (Rule 1315). CRarney asked about the rule to
generate ERCs from mobile sources. Mr. Nazemiadphat those temporary credit
generation rules for the RECLAIM program have allled. He added that CAPCOA
and EPA are working with AQMD to identify non-tréidnal sources that will have a
side benefit of emission reductions and toxic réduas for the local community.

Mr. Geoff Blake commented that he once represeatadall business that wanted to
expand, but would be required to spend $1.5 millmstall a thermal oxidizing unit
and was still faced with a 1998 permit limit. Gh@arney asked what happens in that
circumstance when a piece of equipment was penibiet then there is a technological
change which allows a true emission reduction. Né&izemi replied that the company
either wanted to expand, which requires BACT, ewytfelt that in order to stay within
that limit they had to reduce their emissions s they could increase production line
throughput and still stay below the daily limit.rMBlake stated that the company was
told by AQMD that if they were going to use any raymplying coatings, the daily limit
would be reduced. Mr. Nazemi stated that non-cgmg@lcoatings was a separate issue
where the rule gives an option to use air pollutontrol equipment if non-compliant
coatings are used to achieve the same level of kamep.

Mr. Daniel Cunningham asked whether AQMD anticigaae20-fold increase of ERC
prices in a six- or seven-year period and if saffects the trend to continue. Mr.
Nazemi replied that the result is an outcome oftiergy crisis, including other
mitigating factors.

Mr. Adams commented that non-traditional sourcesredlits face the same fundamental
problem where, upon demonstration, districts logkor SIP credit will identify that in
their latest AQMP. Mr. Nazemi replied that oneopiproject does not place that
technology into the SIP automatically since a nel@ must be adopted and included in
the SIP in order to make that mandatory requiremelet added that AQMD doesn’t
have authority to regulate locomotive emissionthgostate or federal government needs
to commit to those types of reductions. Mr. Adasked if the source only has to be
identified in the SIP. Mr. Nazemi replied that A@Mlefines surplus as a rule that is in
existence or a rule where a public workshop has beaducted.

Agenda Item #5 — Proposed Amendments to Rule 1309:-Priority Reserve (item
taken out of order)

Mr. Larry Bowen gave a presentation on the Prop@dsadndments to Rule 1309.1 —
Priority Reserve (see attached).
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Chair Carney commented that the Board asked foretmagdof PM s emissions because
there is a question about dispersal and it hayetdieen presented. Dr. Laki Tisopulos
mentioned the difficulty in modeling the proposedifities and added that the best
facility to work with is the largest facility, in &non, to give an idea of how the
emissions get distributed basin wide. Chair Cacwymented that the base load
facility, like in Vernon, is different from the syie cycle peaker plants that are proposed
in a number of other places. She added thatnp®rtant to know more information
about the peaker plant emissions as well.

Dr. Lyou asked what happens if a single cycle pgui@nt says that it is going to limit its
hours and wants to qualify for access to priortyarve, but exceeds its hours. Mr.
Bowen replied that the incident would be treatk&d Any other non-compliance issue
subject to enforcement action. He added that ¢clveep plant would be treated as a
flagrant violator if it becomes an ongoing issuthaugh a state of emergency may be
handled differently.

Mr. Blake asked what kind of P emissions are being generated by the peaker sinit a
compared to a large-size facility. Mr. Bowen redelrto the last slide and added that that
peaker units have some of the lowest emission fatesy piece of equipment operating
in this district. He added that combined cycle padker units have to meet the same
standard. Mr. Tisopulos replied that the requiret®are lower than AQMD’s BACT
standards.

Mr. Adams asked what percent of mitigation feesagmaied in the local area. Mr.
Bowen replied that 100 percent of which 1/3 ositised for renewable and other type
projects. Mr. Adams asked if the renewable enemions had to be located locally.

Mr. Bowen confirmed that there is a requiremergrieure that the renewable energy
benefit occurs in the same local area. Dr. Tisopaldded that the best transferable
technology that can be installed in both residéata commercial units is solar, and the
Board’s direction was to invest 100% of the momethie communities that would be
impacted by the facilities. Mr. Nazemi commenteat there are two elements of
renewable, one element is to demonstrate thahaliees such as renewables are used
when available to access the priority reserve thagecond element is when mitigation
fees are collected and allocated on renewablexal tommunities. Chair Carney added
that there is a third element where a small amotintitigation fees are used for planning
purposes of overall electricity needs in this basid how the state moves forward to
meet state goals on renewable energy. She addethérenewable projects resulting
from this mitigation fee are not going to generteugh electricity to make a significant
dent to meet state goals for renewable energy seynis needed for planning. Mr.
Bowen commented that though the power plants bleanty, some of the mitigation fees
will be used to research additional Pitontrols that can be applied to clean burning
power plants. Mr. Adams asked about the mixingMf s and PMy, criteria such as the
initial criteria for Zone 1 and 2 that is purely PMand an environmental justice area that
is now 48 micrograms P} per cubic meter. Dr. Tisopulos replied thatM utilized

as a surrogate because 38 the criteria pollutant included in RegulatioflIX He

added that although EPA has developed the fd¥andards, they have yet to develop

Revised 6/15/2007



their implementation policy so Regulation XIII has PM, sstandards. He further added
that 99% of PMp emissions are PM, so most of the zones are being developed based
upon the PM exposure rather than RM

Agenda Item #3 — Update on Air Quality Management Rn
Mr. Joe Cassmassi gave a presentation (see atjamhéee Air Quality Management
Plan (AQMP).

Mr. Adams asked if California Air Resources Bodad\RB) is expected to backup the
Southern California Association of Governments (&} Aansportation control
measures (TCMs). Mr. Cassmassi replied that AQMB ot received a confirmation
from CARB.

Mr. Blake asked about the cost per ton to achipgaevised state strategy that identifies
an additional 33 tons per day of reductions. Mas€Inassi replied that the cost is $600
million to reduce the full 74 tons per day. He adidhat if half of that cost was
estimated, then it would cost approximately $300ioni per year over a five-year

period.

Agenda Item #6— Status Report on AB 32 — Greenhousgas Emissions

Ms. Jill Whynot gave an overview of recent actestirelated to the California Air
Resources Board’s development of key aspects 082Bnd District actions related to
these and related efforts.

Ms. Whynot will prepare a one-page summary of thefings with website link
information on it and the summary will then be edathto committee members. Ms.
Whynot will provide similar information for futunmeetings.

Action item: Saff to prepare and e-mail a one-page summary to committee
members.

Mr. Adams asked that Ms. Whynot make availableAQdMD letter on the early action
measures.

Action item: Saff to make the AQMD letter on the early action measures
available to committee members.

Mr. Adams commented that the Climate Action Registill form a local government
subgroup to keep local governments apprised affalie activities that are occurring.
Ms. Whynot noted that when a local government jtivesRegistry, there is a
membership fee of approximately $700.00 per yedrthere is a commitment to submit
an emissions inventory according to the registpy&scribed protocols with third party
certification.
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A committee member commented that there are mayisidtive bills introduced in the
legislature, along with the Governor’s Executivel@rand AB 32, and assumed that
there will be only one voice from Sacramento. Kidams asked if AQMD’s legislative
consultants were monitoring the environmental/aailidy bills going through
Washington D.C. Dr. Ganguli replied that AQMD’gjiigative consultant has indicated
that the majority of these bills will not progrebsit if one should progress, AQMD
would provide input.

Agenda Item #7- Monthly Report on Small Business Asstance Activities

No comment. Chair Carney suggested that the SnugihBss Assistance Activities

report become part of the e-mailed agenda and esmackage instead of receiving them
at the meeting. Mr. Ganguli stated that staff wilke every effort to accomplish this
request.

Agenda Item #8- Other Business

Mr. Adams asked if there was any progress in ggtonal government members on the
committee. Mr. Ganguli stated that one membeteasn secured and two additional
candidates are being considered. The recommendatitl be taken to the
Administrative Committee once the committee chas Approved the recommendations.

Agenda Item #9 - Public Comment
Ms. Rita Loof commented that small businessesttiedcost of applying for ERCs
expensive and that the process is cumbersome.

Agenda Item #10 - Adjournment
The meeting adjourned at 11:45 a.m.
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