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Overall Strategy

2 Near-term (2009-Early 2010)

— Legislative Solution
— Readoption of Rule 1315 and Amending 1309.1 and Rule 1309.2
to exclude new power plants

1 [ntermediate (Late 2010)
— Promoting Facility Modernization
— Administrative Procedures

— Regulation Xl amendments meeting current SB288 and CAA
requirements

1 Long-term (Post 2010)
— Non-traditional credit sources
— Replacement of offset requirements
— Potential SB288 and Clean Air Act changes




Guiding Principles

1 Basic ground rules

— Maintain BACT requirement for all new and
modified sources

— Quality offsets - Real, quantifiable,
enforceable, surplus, and permanent

1 Promote facility modernizations
1 Encourage innovative clean technologies
1 Administrative efficiency




Objectives

1 Resolve permit moratorium

1 Increase availlability and access to credits
1 Enhance offset utilization

1 Stabilize price of credits

1 Encourage clean growth




Timeline of Events Leading to
AQMD Permit Moratorium

Sept 8, 2006

Aug 3, 2007
Aug 31, 2007
Aug 18, 2008
Nov 3, 2008

Nov 28, 2008
Jan 2009

Rule 1315 — Federal New Source
Review Tracking System Adopted and
Rule 1309.1 — Priority Reserve Amended

Rule 1315, Rule 1309.1 Re-adopted
State Lawsuit Filed
Federal Lawsuit Filed

Final Judicial Ruling; Judge stopped further use of
credits and invalidated ~2000 permits

AQMD Appeal

Moratorium on Issuing Permits
Accessing Rule 1309.1 and Rule
1304
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Supply dropped by 54% since 2000
Cost increased by 3,755% since 2000
Highest Price of PM10 ERC sold in 2009 was $320,000 per Ib/day
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Potential Interference witn Fule
Cormpliance

\
Alternailve comopliance optlon for cozlirg ‘
operations (e.q., afier purners)
R1146, R4, and R1L147 — Bollers and
Misc. CornoLustiorn
R1421 — Dry Clearning Operatlons
R1470 — Diesel | \
Consent Orders for siie clean ups oy oiner—

agerncies
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Patn Forward
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Proposed oill language subject to Governing Board aporoval
Opjective: To resurmne AQMD permitting and zicldress power plant
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Allow Facllity to Aggregate
S rAaIeaan s,y e
=[Mission sources {
I f‘gnr*p‘o"r
— Allow facility to generate ]rJ'tgrrjglJ Jf fsets 0/ rlU ECJEUJJ two
25 rine fac

Of rnore ermisslion sourc
— New sources at BACT

— No ermission increase frorn agyregated sources
— Eisting ernission PTE will be adjusted to BARCT, If eipplicanle

I [H:J,SSCNJ
; facllity mocdernization
f ; Uuse of older, nigher ernitting equiprnent \

E Jmolemer itaior: Requires rule armendrnent T
E Recornrmendzation
— Furtner evaluation needed "
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Exarnple for
Aggregating Ermission Sources

ﬂ‘

New PTE: 30 Ibs/day
PTE: 40 Ibs/day
New PTE: 30 Ibs/day T
PU—
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Eculprnent Replacerment
oy Equiprment Farnily {

Concept
— Allow replacement of old source witn a new source provided riew
source:
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It BARCT, if applicanle

Fule 1304 allows internal netiing for *functionzlly identical
replacerment \
—~ConcaﬁﬂqﬂeJ£JJumhleqnjmwmrﬁwﬂUrorﬂ&wmﬂ engine to
engdine, poller to boiler at tne sarmne rating

oUrages: ELJH/rHQHAHWAEJom —
Irnplementation: Requires rule armencdrment
Fecormrmencdaiion
— Furtner evaluation rieeded L




Exarmnple for R@'ola Pemen't
0y EqUlpme

New Boiler — 55 MMBTU

Existing Boiler — 40 MMBTU

PTE: 100 Ibs/day [N
BARCT Adjustment:. 75 Ibs/day /

PTE: 50 Ibs/day




Eculprnent Replacermernt

Concept

oy P QHIL,_

— Allow replacement of old source withn 2 new source oy pollutant
— Old and new sources can pe different equiprnernt r?lmmes

— New equiprmerit

must rneet BACT

— Exsiing emissions will pe adjusted to BARCT, If applicanle

L
— No ermission Increases oy pollutant

Discussiorn

— JJmJJrlr cdiscussion polnts as Equigrment Replacement oy
Equigrnent Fa HJJJJHJ

— More flexibility than lirmiting to equiprnent families,

l.e. boller to engine

Irnplementzatiorn):
Reacornmendation

— Furtnher evaluation needead

Fequires rule arnendrnent
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Annual Credits

F Concept
— Issue annual instead of dally crediis
E Discussion
— Allows greater flexipility for ERC use and rnanzging
offsets

— Loss of ERCs due to operaiing factors in Rule 1304

(D

E Implermentation: Hequires rule amencdrmerni \
F Recommerncation
\
— Issue annual instead of daily crediis

— Applicaple to all credits — open market and NSE
2ICCOUNt —
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BARCT/BACT Discount Agprozacs

E Concept

— Modity ERC discount approacr
=R Cs oredetermined ait tirme of issuarice as follows:
E BARCT discount applicaple If used within first five years

B 2ACT discount applicable thereafter

B DiscUssior
— Creates rmore opporiuniiies for credit generaiior
frorm over control
— Discourages long-terrn nolding of * \
— Will require Rule 1306 amemdmen[
B mplermneniaiion: Requires rule arnendment

B Recormnrmencdation
—
— Furtner evaluztion needed
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— Potentially Increase supply of ERCs
Irnplerneniation: Requlres policy cnange, ¢
rule arnerncdrment

Pecornrmendailor

— Furtrier evaluation needed
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Encourage Innovalive
Clean Tecnnologles
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Innovaitlve Credii Approach

Concept
— Evaluaie additional rmecnanisims for increasing credit generaiing
Opporilniies

Discussion

— Rule 1825 — Generation of ERCs for Pariiculaie Vatier

— Rule 2511 — Credit Generation Prograrm for Locornotlve FEP

— Bonrnet systern o cagiure ermissions frorn notelling snips and
idling locomotives \

Irnplementaiion: Requires rule development (S1P

rlooroved orotocols

Fecormrmerncdation

— Coniinue to invesiigaie non-iraditional ERC gereraiior) mummmmm—
opporiunities em—

— Develop rule/protocols 1o generaic = aee
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— Greater flexivility of ERC use

— Can encourage generation of credits for equiprment witn lirnited life
Irnplermentation: qulnrw rule armendrmerni
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Hecorrmendatior
— /—\HOW oo"rum i gemera‘te cliscrete credits fum oroJ ts witn lirnitec J\

— FOHJJFJF‘I’JHJ JJm lted red]'t Jif
- r\JJow user to specify now credit is distris

rinuted to fit their neec
— Exarmple: 50 oolmrls cein pe distriputed over 5 years (l.e., snort-
terr) projec EJ) or 30 years provided tne discrate armoun i
sarne - —
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Exarnole of 100 pouncds
Disiriouted Over 30 vears
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B Concept {
— Create a2 Mopile Source Account (Discrete Reductions
— Credits generated prior to use
— Users pay a fee
— AOMD manage Mobile Source Accourit where credits can be used:
B For comnpliance witn robile source offset requirernents
B Fornon-NSi use sucn as CEQA mitigation

E Discussior
— Carn encourage gemercl[um of credits for non-traditionzal sourc

r
quiprnent (e.q., off-road equiprmernt) \

ec
Fee pased on technology and transaction costs

— Need to define project life for permitied sources
¥ mplementaiion: Requires rule develoornent
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Concept for Overall Crecdit Marret {
AN A ‘
AQMD AQMD Open
NSR Mobile I\/Ial’ket
Account Account
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Recall Offseis 1o AOMD Snuicdowns
Wriere No Offseis Previously Provided {

_]

Concegt
— Require offsets genera e s rum JmlJ[devrp 0 oe re Jr led to
Ir j J setil

AOQMD If sourc
requirermnents (n JfJ Of |

Discussior

— Facility did not provide offsets for facility operation, did not
2CCess oper miarket

— Snutclown credits can oe used in AOMD Account

— Snutcdowns frorn solrces tnet accessed tne AQMD Accolrnt are \
returned to the AOMD

— Potentially increase access to AQMD Accol

Irmplementaiion: Rule armendment neec Iecl T

Recormrnerncdation

— Proceed withn rule arnencdrnent L — — —




Efficlency Irmprovermnents

Concegt

NSF orojrrlm DYy Increasing
cing inforrmettion ancd ERC price

— Pre-consultation prior to generating ERCs
Discussiorn

— Improve efficiency of the District’s
transparency irl tra

Carn potentially lead to rore credit generating opooriunities
— Provides additional information for market participants
otential resource impacts
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Irmplermentaiion: Requires golicy change
Hecornrnencdator
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— Further evaluation neecdead
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Tirning of Surr
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arn pe multiple vears

Provides additional time for the permite

— Safeguards needed
Irnplermentation
— Requires rule arnendrmernt
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Concept

— Replace offset
rritigation f

— Mitigation f

— New sources must rn
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— Generaie current reductions to mitigate cornrnunity |

\rrendrnents
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Irmolernentation: Clean Alr Act
\
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F Working Groug Is e ~one-year grocess

Next Meeting Wecl.,, April 16, 2009

1:00 F l\/l - 3:00 PV

Tentative Fuiure Veegiings Meay 21, 2009

June 18, 2009
July 16, 2009
August 20, 2009
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