BOARD MEETING DATE: August 2, 2024 AGENDA NO. 26

PROPOSAL:

SYNOPSIS:

COMMITTEE:

Determine That Proposed Rule 2306 — Freight Rail Yards Does
Not Require New Environmental Document; Determine That
Proposed Rule 316.2 — Fees for Rule 2306 is Exempt From CEQA;
and Adopt Rules 2306 and 316.2

Proposed Rule 2306 (PR 2306) establishes emission reductions
targets to ensure that NOx reductions from freight rail yards within
the South Coast AQMD jurisdiction will be achieved at levels that
are proportional or more-than-proportional to reductions
throughout California from implementation of state regulations
affecting freight rail yard emission sources. PR 2306 further
requires facility-reporting on zero emission infrastructure, and for
non-federal public agencies to include PR 2306 compliance
requirements in contracting with a freight rail yard owner or
operator. Proposed Rule 316.2 establishes fees to recover
reasonable costs for South Coast AQMD in implementing

PR 2306.

Mobile Source, January 19, April 19 and June 21, 2024, Reviewed

RECOMMENDED ACTIONS:

Adopt the attached Resolution:

1. Determining that Proposed Rule 2306 — Freight Rail Yards is a later activity within
the scope of the Final Program Environmental Impact Report (EIR) for the 2022
AQMP and the Final Program EIR for the 2016 AQMP such that no new
environmental document is required,;

2. Determining that Proposed Rule 316.2 — Fees for Rule 2306 is exempt from the
requirements of the CEQA,;

w

Adopting Rule 2306 and Rule 316.2; and

4. Approving Rule 2306 Calculation Methodology and Data Appendix.
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Wayne Nastri
Executive Officer




Background

Proposed Rule 2306 — Freight Rail Yards (PR 2306) is part of the suite of Facility Based
Mobile Source Measures (FBMSMs) included in the 2016 and 2022 AQMPs. The
FBMSMs aim at collectively addressing emissions related to goods movement and to
assist in meeting state and federal ambient air quality standards for ozone and PM2.5
and improving public health, especially for communities located near freight hubs
including freight rail yards. NOx is the key pollutant that must be controlled to meet
state and federal air quality standards, and over 80 percent of the NOx in the South
Coast AQMD region is from mobile sources, especially the heavy-duty vehicles and
equipment used in the goods movement sector.

In 2023, CARB adopted an In-Use Locomotive Regulation and Advanced Clean Fleets
(ACF) Regulation. Both regulations implement control measures included in the 2022
State SIP Strategy and address key emission sources associated with freight rail yard
operations. PR 2306 is designed to supplement these state regulations as they are
implemented statewide based on the characteristics of the affected fleets deployed in the
state as a whole. Therefore, South Coast AQMD may not necessarily benefit
proportionally from statewide implementation of CARB’s regulations. PR 2306 will
implement the AQMP FBMSMs to achieve emission reductions at all freight rail yards
located within the South Coast AQMD region, including but not limited to intermodal
facilities and classification yards. PR 2306 will also implement several actions to reduce
rail yard emissions that are included in the Community Emission Reduction Plans
adopted by the Board for the communities of Wilmington/Carson/West Long Beach,
San Bernardino/Muscoy, East Los Angeles/Boyle Heights/\West Commerce, and
Southeast Los Angeles.

Proposed Rule 316.2 — Fees for Rule 2306 (PR 316.2) is a companion fee rule to PR
2306 to recover the reasonable administrative and implementation costs of PR 2306 in
accordance with Health and Safety Code Section 40522.5.

Proposal

PR 2306 seeks to reduce NOx emissions associated with freight rail yard operations by
requiring operators of freight rail yards to meet emission reductions targets to ensure the
South Coast AQMD region achieves emission reductions that are at least proportional to
statewide emission reductions from implementation of CARB’s In-Use Locomotive and
ACF regulations. The proposed rule requires demonstration and reporting that emission
reductions targets for every milestone year are met, using PR 2306 Calculation
Methodology and Data Appendix. PR 2306 also requires reporting on zero emission
infrastructure planning, development, and utilization as part of facility emission
reduction efforts. PR 2306 additionally includes notification and recordkeeping
requirements to facilitate rule compliance and enforcement.



PR 2306 applies to owners and operators of proposed, new, and existing freight rail
yards, and any non-federal public agency who enters into a contractual agreement with
the owner or operator of a freight rail yard in relation to its lease, construction, or
operation. PR 2306 requires such non-federal public agencies to include provision(s)
that have the effect of requiring the contracted freight rail yard owner or operator to
comply with PR 2306.

PR 2306 offers three pathways through which operators can comply with the emission
reductions requirements. First, freight rail yard operators are required to meet or exceed
the predetermined emission reductions targets specified in the proposed rule that are
consistent with emission reductions projected by CARB for the statewide
implementation of their In-Use Locomotive and ACF regulations. Second, alternative
emission reductions targets may be used in lieu of the predetermined targets, as long as
the freight rail yard operator is able to successfully demonstrate that the alternative
targets are consistent with actual compliance with the statewide regulations at all freight
rail yards throughout the state that are operated by the same operator. A third option is
available to the operator of a freight rail yard that experiences throughput declines,
where any emission reductions resulting from lower levels of activities may be counted
towards meeting or exceeding either the predetermined or the alternative emission
reductions targets.

By setting emission reductions targets in accordance with implementation of statewide
regulations, PR 2306 will ensure necessary NOXx reductions occurring at facility level
within the South Coast AQMD region. For all compliance pathways, freight rail yards
may obtain emission reductions from not only locomotives and drayage trucks, but also
from cargo handling equipment, transportation refrigeration units, and other on-site
supporting equipment, to meet or exceed the emission reductions targets. Initial and
milestone compliance reports are required to demonstrate compliance with the emission
reductions requirements.

PR 2306 additionally requires freight rail yard owners and operators to submit initial
and milestone update reports on the planning, developmental status, and use of on- and
off-site zero emission infrastructure in support of freight rail yard operations. This
reporting will facilitate information sharing and coordination to expedite the
development of necessary infrastructure and deployment of zero emission technologies.
If the freight rail yard owner and operator identify and report a need to upgrade the
electrical service being provided to the freight rail yard, they are required to submit a
request to the local electrical utility for such an upgrade according to a specified
schedule.

PR 2306 includes exemptions for freight rail yards that meet specific conditions. First,

freight rail yards that are not intermodal rail yards and have low activity levels as
specified in the proposed rule are exempt from specific provisions and requirements.
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Second, certain freight rail yards that are owned or operated by the ports of Long Beach
or Los Angeles are exempt from complying with PR 2306, including all intermodal on-
dock rail facilities at the two ports, as well as non-intermodal rail facilities whose
operations are limited to moving railcars to and/or from marine terminals for the
purpose of on-port switching.

If adopted, PR 2306 will become effective when U.S. EPA has approved the inclusion
of PR 2306 in the California SIP, granted an authorization for CARB’s In-Use
Locomotive Regulation, and granted a waiver and/or an authorization for CARB’s ACF
Regulation either as a whole or in part for its drayage truck requirements. The In-Use
Locomotive and ACF regulations are currently under U.S. EPA’s review for federal
authorization and/or waiver, and CARB is not enforcing them.

PR 316.2 is the companion rule to PR 2306 and establishes fees to recover reasonable
costs incurred by South Coast AQMD for the implementation of PR 2306. PR 316.2,
which applies to owners and operators of freight rail yards, specifies fee rates for each
PR 2306 report and notification, payment due dates, and service charge for returned
check, and will be effective upon adoption.

Public Process

PR 2306 and PR 316.2 were developed through a thorough public process that included
a series of Working Group and Community Workshop meetings, as well as a Public
Workshop. Since the adoption of the 2016 AQMP, staff has conducted 13 Working
Group meetings and six Community Workshops. The Working Group included affected
facilities, environmental and community representatives, public agencies, consultants,
equipment vendors, electrical utilities, labor groups, and other interested parties.
Community Workshops were organized to inform the communities affected by freight
rail yard operations of this rulemaking, as well as to provide community members and
the general public additional opportunities to provide feedback and suggestions. Staff
has also conducted freight rail yard visits and had several meetings with individual
businesses and community advocate groups during development of the proposed rules.
Throughout the public process, staff also held several meetings with other public
agencies including CARB, U.S. EPA, the California High Speed Rail Authority, city
governments, and other air districts.

Key Issues

Throughout the rulemaking process, staff worked with stakeholders to resolve issues,
and the proposed rules include revisions in response to comments received. The
remaining key issues pertain to PR 2306 and are listed as follows.

e Communicating rule performance with the public

Some community groups have requested that more is needed to communicate to the
public whether the rule is working as intended. This could include through air quality
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monitoring around freight rail yards, providing information about rule compliance and
enforcement, and making freight rail yard data publicly available. Extensive air quality
monitoring has already been conducted around freight rail yards as part of Community
Air Monitoring Plan implementation for AB 617 communities.! Staff is not
recommending to include air quality monitoring as part of PR 2306 given this already
available data, and that PR 2306 is designed to reduce regional pollution such as ozone
and fine particulate matter. Fenceline monitors would not be able to readily detect the
impact of emission reductions from PR 2306 and state rules given other emissions
sources near freight rail yards, and because the bulk of emission reductions may occur
offsite on the rail lines and truck routes leading to these facilities. Rule performance will
be evaluated and made available through reporting required by PR 2306. This reported
information is detailed and is unlikely to be readily understandable by the public in raw
form, though it will be crucial for determining rule compliance and performance. The
Board Resolution therefore directs staff to conduct public outreach to identify an
appropriate approach to make information and summaries from PR 2306 reports
publicly available in a user-friendly format, and to report back to the Mobile Source
Committee with a recommended approach that demonstrates the rule’s effectiveness.

e Some environmental stakeholders request that the emission reductions targets in PR
2306 be stronger and take into account more than trucks and locomotives

PR 2306 emission reductions targets are set at levels to ensure that emission reductions
achieved at the facility-level in the South Coast AQMD region will be at least
proportional relative to emission reductions from implementation of statewide
regulations. This is expected to achieve up to 82 percent NOx emissions reductions by
2037. Compliance with PR 2306 emission reduction requirements can also be achieved
through emission reductions from one or more mobile sources associated with freight
rail yard operations, such as locomotives, drayage trucks, cargo handling equipment,
transportation refrigeration units, and other on-site support equipment, as long as the
emission reductions targets are met or exceeded. Compliance with PR 2306 could
potentially result in further emission reductions from any mobile sources associated
with freight rail yard operations, particularly in the event that statewide compliance with
CARB regulations alone does not achieve proportional or greater emission reductions at
the applicable freight rail yards as mandated by PR 2306.

e Concern about potentially overlapping requirements between PR 2306 and
implementation of other AQMP FBMSMs

PR 2306 is part of the suite of AQMP FBMSMs aimed at collectively reducing freight
emissions in the South Coast AQMD region. Each FBMSM is designed to address
facility emissions from different groups of freight hubs, including freight rail yards. A
single freight hub will not be subject to requirements resulting from the implementation
of multiple FBMSMs. For example, the exemption from PR 2306 compliance for

1 https://www.agmd.gov/nav/about/initiatives/environmental-justice/ab617-134/ab-617-community-air-monitoring
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certain port-owned or port-operated freight rail yards is proposed such that these
exempted freight rail yards, which are an integral part of commercial marine port
operations, will be subject to separate emission reduction obligations through the
implementation of another AQMP FBMSM for commercial marine ports.

Emission Reductions and Public Health Benefits

PR 2306, in conjunction with CARB’s In-Use Locomotive and ACF regulations, is
projected to reduce NOx emissions by an average of 10.5 tons per day over the 2027 -
2050 period. The associated health benefits are estimated based on the health impact
modeling completed for the 2022 AQMP. Overall, implementation of PR 2306 in
conjunction with the state regulations is expected to result in about 300 premature
deaths avoided annually from 2027-2050, and about 2,100 reduced emergency
department visits and hospital admissions per year due to various illnesses (asthma,
cardiovascular, respiratory, Alzheimer’s disease, Parkinson’s disease, and ischemic
stroke). Expected monetized public health benefits are estimated to be $5 billion
annually during the same time period.

California Environmental Quality Act (CEQA)

Pursuant to CEQA and South Coast AQMD’s certified regulatory program (Public
Resources Code Section 21080.5, CEQA Guidelines Section 15251(1) and South Coast
AQMD Rule 110), South Coast AQMD, as lead agency, reviewed PR 2306 and
determined that: 1) PR 2306 implements three control measures that were previously
adopted in the 2022 AQMP and the 2016 AQMP; 2) the Final Program Environmental
Impact Report (EIR) for the 2022 AQMP and the Final Program EIR for the 2016
AQMP evaluated the control measures which are being relied upon for PR 2306, and
analyzed their potential environmental impacts; 3) no subsequent EIR would be
required per CEQA Guidelines Section 15168 (c)(2) because there are no new or
modified physical changes that would result from implementing PR 2306 which were
not previously analyzed in the Final Program EIR for the 2022 AQMP and the Final
Program EIR for the 2016 AQMP; and 4) the Final Program EIR for the 2022 AQMP
and the Final Program EIR for the 2016 AQMP can be relied on for CEQA compliance.
Thus, PR 2306 qualifies as a later activity within the scope of the programs approved
earlier in the 2022 AQMP and the 2016 AQMP per CEQA Guidelines 15168 (c), and
the Final Program EIR for the 2022 AQMP and the Final Program EIR for the 2016
AQMP adequately describe and analyze the activities associated with implementing PR
2306 for the purposes of CEQA such that no new environmental document is required.
The analysis supporting this conclusion can be found in Appendix A of the Final Staff
Report (Attachment | of this Board Letter).

In addition, pursuant to CEQA Guidelines Sections 15002(k) and 15061, PR 316.2
involves charges by public agencies for the purpose of meeting operating expenses
which are statutorily exempt from CEQA pursuant to CEQA Guidelines Section 15273.
A Notice of Exemption has been prepared for PR 316.2 pursuant to CEQA Guidelines
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Section 15062 and is included as Attachment K of this Board Letter. If PR 316.2 is
approved, the Notice of Exemption will be filed for posting with the county clerks of
Los Angeles, Orange, Riverside, and San Bernardino counties, and with the State
Clearinghouse of the Governor’s Office of Planning and Research.

Socioeconomic Impact Assessment

PR 2306 and PR 316.2 will be applicable to approximately 25 freight rail yards within
the South Coast AQMD jurisdiction. The portion of estimated compliance costs due to
the implementation of PR 2306 are expected to be nominal because the majority share
of the costs expected to accrue in the South Coast AQMD jurisdiction will result from
the combined implementation of statewide regulations (e.g., CARB’s In-Use
Locomotive Regulation and CARB’s ACF Regulation), which will overlay the
implementation of PR 2306. For context and informational purposes, based on an
analysis of CARB’s staff reports, the estimated South Coast AQMD region-specific
portion of statewide costs across all years (2027-2050) to be approximately $2.27
billion in undiscounted 2023 dollars over the period 2027-2050, with $2.87 billion
associated with locomotives and -$596 million (i.e., a cost-savings) related to drayage
trucks. The net costs are only roughly two percent of the annual monetized health
benefits.

In addition, the implementation of PR 2306 involves incremental report and notification
preparation costs, which are estimated at $255,290 in undiscounted 2023 dollars, on an
annual basis, while PR 316.2 establishes fees for PR 2306 reports and notifications to be
paid by freight rail yard owners and operators subject to PR 2306. The annual reporting
fees for PR 316.2 are estimated at $106,640, while the notification fees are not
estimated because the frequency of notification is unknown and unable to be forecasted.
The details of the Socioeconomic Impact Assessment can be found in the Final Staff
Report (Attachment | of this Board Letter).

AQMP and Legal Mandates

Pursuant to Health and Safety Code Section 40460 (a), South Coast AQMD is required
to adopt an AQMP demonstrating compliance with all federal regulations and standards.
South Coast AQMD is also required to adopt rules and regulations that carry out the
objectives of the AQMP. The 2016 AQMP committed South Coast AQMD to
implement FBMSMs, one of which included MOB-02 — Emission Reductions at Rail
Yards and Intermodal Facilities and was subsequently bifurcated to MOB-02A —
Emission Reductions at New Rail Yards and Intermodal Facilities and MOB-02B —
Emission Reductions at Existing Rail Yards and Intermodal Facilities in the 2022
AQMP. U.S. EPA approved the 2016 AQMP into the SIP, including control measure
MOB-02. PR 2306 is needed to reduce NOx emissions to assist in meeting state and
federal ambient air quality standards for ozone and fine particulate matter. The South
Coast AQMD is required by the California Clean Air act, Health and Safety Code
Section 40914, to adopt all feasible measures to attain air quality standards.
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Implementation and Resource Impacts

PR 2306 implementation and compliance activities will include review of reports and
notifications, audits, inspections, and enforcement activities. Additional staff will be
required to administer the PR 2306 program once the rule becomes effective, and the
need for added staffing resources will be included in future budget actions. The cost of
these staffing resources will be offset through fee revenues collected under PR 316.2.

Attachments

Summary of Proposal

Key Issues and Responses
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Resolution

PR 2306

PR 316.2
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Supplemental Information for Proposed Rule 316.2 Fee Rates
Notice of Exemption from CEQA for PR 316.2
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