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Introduction

= Stakeholders raised concerns about the cost of offsets for
composting and renewable natural gas (RNG) projects

= Staff is considering potential options to address these
concerns
= This Working Group is separate from rulemaking efforts to

reconcile Regulation Xl with 2002 New Source Review
(NSR) Reform and sunset NOx RECLAIM

= That process remains on hold as staff tries to provide a long-
term solution for the NOx RECLAIM Sunset



Regulation Xl Background



Regulation XlIl — Purpose and Background of
New Source Review (NSR)

o ,NStR IS a regulatory program required by the federal and state Clean Air
cts

= Regulation XllI establishes NSR requirements for non-RECLAIM air
contaminants

= Regulation Xl applies to the installation of any new source and to the
modification of any existing source

= Regulation XIllIl details requirements for facilities with new or modified
sources that result in emission increases.’

= A permit action that results in an emission increase of any
nonattainment? air contaminant must:

= Install Best Available Control Technology (BACT)?3
= Offset emission increases
= Conduct a modeling analysis*

' Determined pursuant to Rule 1306

2 Based on National Ambient Air Quality Standards (NAAQS) and California Ambient Air Quality Standards (CAAQS) attainment status
3 Regulation XIlII also requires BACT for emission increases of ammonia and Ozone Depleting Compounds (ODCs)

4 Regulation XIII does not require modeling for VOC and SOx



Guiding Principles of Regulation XII|

= Ensure new and modified sources that result in an emission
increase are utilizing the cleanest technologies — meet BACT

= Ensure that emission increases from new and modified
sources do not interfere with efforts to attain and maintain
state and federal air quality standards

= Allow for future economic growth and facility modernization

= Provide the most streamlined approach for both South Coast
AQMD and affected facilities

= Comply with federal and state NSR requirements



Overview of Offsetting

= Offsetting is the use of emission reductions from an existing
source to offset emission increases

= Due to South Coast AQMD nonattainment status, facilities are
required to offset emission increases from new equipment or
modifications by 1.2:1 ratio

= There are two types of offsets:
= Emission Reduction Credits (ERCs); and
= Offsets from Internal Offset Account



Source of Offsets — Emission Reduction Credits

= Open Market Emission Reduction Credits or “ERCS”

= Operator purchases ERCs on “open market” from another ERC
holder

= The price is determined by the ERC holder

= Facility may create ERCs through shutdowns or facility
modification

= Facility offset burden may be reduced by taking lower emission
limits in permits or adding/increasing air pollution controls



Source of Offsets — Internal Account

= South Coast AQMD also maintains District Offset Accounts for
Federal Nonattainment Air Contaminants or “Internal Account”,
independent from “open market”

= Internal Account is funded primarily by facility shutdowns

= Internal Account is the source of offsets for sources exempted
from District offset requirements but not from federal
nonattainment NSR

= Facilities emitting less than four tons per year? utilize offset
exemptions (Rule 1304)

= Essential Public Services draw credits from Priority Reserve
(Rule 1309.1)?

10f VOC, NOx, SOx, and PM,,; Less than 29 tons per year of CO pursuant to Rule 1304
2Funded by a quarterly allocation pursuant to Rule 1309.1(a)



Essential Public Service

=Rule 1309.1 — Priority Reserve (Rule 1309.1) allocates
offsets for Essential Public Services
= All equipment located at the same facility shall comply with

current Best Available Retrofit Control Technology (BARCT)
standards

= Rule 1302 defines Essential Public Service as applicable
operations listed by type
= Most operations are listed with no restrictions on type of activity

(i.e. schools and hospitals), except for sewage treatment plants’
and certain landfill operations

= For landfills, only landfill gas control or processing facilities
qualify as Essential Public Service

" Must be publicly owned or operated and consistent with approved regional growth plan



Status of Priority Reserve and Open Market

Priority Reserve Quarterly Open Market Balance (2025)
(2025) Allocation

Pollutant tons/day Price
Pollutant  tons/day tons/day ($/ton/day)
VOC 31.36 0.25 VOC 3.89 $8,200,000
NOx 9.63 0.13 NOx 0.35 $152,800,000
SOx 0.92 0.03 SOx 0.38 $120,000,000
PM10 5.24 0.06 PM10 0.32 $154,600,000

= Only SOx has limited availability in the Priority Reserve
= Open Market ERCs have limited availability for all pollutants



Rule 1315 CEQA Backstop and
Permitting Implications

= Rule 1315 includes cumulative net emission
thresholds for nonattainment air contaminants Tons per Day
= Offsets issued to major sources from the Rule Description

1309.1 Priority Reserve and Rule 1304 offset
exemptions tracked per Rule 1315

i

= Internal Account balance must cover current year plus 2023
two years based on projections Cumulative
= If cumulative net emission increases for a pollutant Net 308 -40 -22 -26
exceed, or are expected to exceed a threshold, Emission
permitting restrictions are triggered Increase
= Suspension of permitting relying on Rule 1304 offset
exemptions or Priority Reserve offsets for the Rule
affected pollutant 131
= All new or modified sources, including minor sources, Tgblz(gB) 1o | 12 U e
must generate their own offsets or obtain offsets from Threshold

the Open Market

1 https://www.agmd.gov/docs/default-source/agendas/governing-board/2025/2025-sep5-018.pdf?sfvrsn=80df6d7e 2
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Key Considerations for Potential
Regulation XIII Amendments

Determine if composting and RNG projects should
be included as an Essential Public Service

Evaluate if sufficient offsets are available in the
Priority Reserve to expand the definition of
Essential Public Service

* Draw also cannot exceed or be projected to exceed
Rule 1315 Cumulative Net Emission Thresholds




Composting
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Regulatory Need for Additional Composting

= California Senate Bill 1383 requires organic
waste diversion from landfills

= Composting is a likely pathway for diversion

= CalRecycle’s 2018 projections’ for South Coast
AQMD estimated 2.6 million tons of waste per
year in additional organic waste diversion

= Stakeholders are considering chan%ing windrow
composting operations to aerated static pile
(ASP) processes?

= Increases throughput while decreasing footprint

= Results in similar or decreased emissions even with =
increased throughput

Thttps://www2.calrecycle.ca.gov/PublicNotices/Documents/123378&sa=U&ved=2ahUKEwjSm-
6v4buSAXWmHKQIHVOtAIUQFnoECAIQAg&usg=A0vVaw0y1NxWzXCX5HzIQDqdL7ao0&fexp=731522
92,73152290

2Some facilities start as ASP composting facilities
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Regulation Xl Permitting Considerations

= Sources of pollution that are not associated
with equipment (i.e. windrows) do not require
an air permit
= [f >20% food waste is introduced to windrow _
composting, ASP is required with associated permits
= Sources of pollution that are associated with  F¥%
equipment (i.e. ASPs) and equipment that o ale e
controls air pollution require air permits S W
= Air pollution control equipment is permitted to ensure
emission reductions are occurring 4
= Because ASPs are equipment and are vented
to control equipment, an air permit is required

= Permit actions with emission increases of
nonattainment air contaminants must be offset

= Stakeholders requested regulatory relief from
purchasing ERCs to implement SB1383
projects




Essential Public Service Considerations for
Composting

= Composting to address organic waste
diversion required by SB 1383 is being
considered for inclusion into the Essential
Public Service definition

= SB1383 focuses on reducing GHG from
landfills

= Cities and counties must provide organic
waste collection services (green bins) to
residents and businesses

= Organic waste that would otherwise go to a
landfill needs to go somewhere else

= Local Enforcement Agencies (LEAs) have
reported increase in improper direct land
application (dumping)



https://calrecycle.ca.gov/organics/slcp/collection/
https://calrecycle.ca.gov/organics/slcp/collection/
https://calrecycle.ca.gov/organics/slcp/collection/

Avallability of Offsets for Composting

= If all 2.6 million tons of additional organic waste per year were
diverted to ASP composting, emissions are estimated to increase
by 3.3 tons per day of VO

= VOC increase would be well below Priority Reserve balance and Rule
1315 Cumulative Net Emissions Threshold even in worst case
scenario

Priority Reserve | Quarterly § | ..
(2025) | Allocation
Pollutant tons/day tons/day 2023
Cumulative Net
VOC 31.36 0.25 Ermission -308 40 22  -26
NOx 9.63 0.13 Increase
SOx 0.92 0.03 Rule 1315(g)
Table B 16.5 1.2 0.4 2.4

PM10 524 0.06 Threshold



Renewable Natural Gas
Projects
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Renewable Natural Gas (RNG)

~ =Currently, excess landfill gas (LFG) that
cannot be used by co-located power plants
Is flared to atmosphere

~ = To reduce greenhouse gas (GHG) emissions
from fossil fuels, the California Public

Utilities Commission (CPUC) encourages
beneficial use projects, like RNG production

= Some aspects of RNG production from LFG
have been interpreted not to be part of an
Essential Public Service pursuant to Rule
1302

= Once the LFG has been converted, the new
gas streams are no longer considered to be
LFG




Essential Public Service Consideration for RNG

Projects
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Source: US EPA

End Uses

—

= RNG production from LFG is a beneficial
use

= Being a "beneficial use" does not necessitate
designation as an Essential Public Service

= Flaring the gas addresses the essential
aspect of preventing LFG release to the
atmosphere

= RNG production would generate revenue to
private companies, which further
complicates possible designation as an
Essential Public Service

= Electricity generating facilities have access to
Priority Reserve and generate revenue, but
must pay a mitigation fee (Rule 1304.1)




Avalilability of Offsets for RNG Projects

= RNG projects are very site-specific, making emission projections challenging
= SOx emissions from RNG projects would be the main pollutant of concern

= SOx offsets in the Priority Reserve are very limited and the Rule 1315 Cumulative Net
Emission Increase for SOx is only 0.4 tons per day

= Even if RNG projects were considered essential, there would need to be safeguards
in place to prevent an exceedance of the Rule 1315 Cumulative Net Emission
Threshold for SOx

Priority Reserve 5 - Tons per Day
ocation escription
(2029

Pollutant  tons/day tons/day

2023 Cumulative

yele 31.36 0.25 Net Emission 308 -4.0 2.2 26
NOXx 9.63 0.13 Increase
SOx 0.92 0.03 Rule 1315(g) Table

PM10 5.24 0.06 B Threshold 165 12 04 24




Rule 1304.1 Approach

= Allows eli%/ilble facilities to use the specific offset exemption if they pay South
Coast AQMD fair market value

= Fees will be invested in air pollution improvement strategies for the pollutants
for which the fee is paid

= Approach would avoid Priority Reserve constraint but would still be limited by
availability in Internal Account and Rule 1315 Cumulative Net Emission

Thresholds for nonattainment air contaminants
Tons per Day

2023 Internal Account

Description

Pollutant Tons per Day 2023
vocC VAZE cumuiative Net 308 40 22 26
NOx 24.7 Increase
SOx 5.8 Rule 1315(g)

Table B 16.5 1.2 04 2.4
PM10 18.8 Threshold




RNG Project Conclusions

RNG is an encouraged beneficial use, but this does not

necessitate Essential Public Service designation

* Reduces GHG by request of CPUC, but does not reduce
nonattainment air contaminants (or precursors)

 Flaring already addresses controlling the release of LFG

SOx Priority Reserve supply and Rule 1315 Cumulative Net
Emission Threshold are key constraints

RNG projects may need to reduce SOx emissions to limit
amount of offsets needed




Initial Concepts to Address
Composting and RNG
Projects
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Potential Options to Address Composting and
RNG Projects

Update definition of Essential Public Service to only include composting
projects for organic waste generated in South Coast AQMD

Update definition of Essential Public Service to include both composting
and RNG projects, while also creating a rule to limit the Priority Reserve
offsets that can be used for RNG projects

* Rule process would likely be bifurcated between composting and RNG
projects

Create a similar rule as Rule 1304.1 for RNG to allow use of offsets from

Internal Account with cost recovery, but not from Priority Reserve




Considerations of Potential Options

Avalilability of Offsets

« Composting: Sufficient offsets available in Priority Reserve and
Rule 1315 Cumulative Net Emission Threshold is not projected to be
exceeded

* RNG Projects: SOx offsets are limited and Rule 1315 Cumulative Net
Emission Threshold may be exceeded

Time for Rulemaking Process

* Any rulemaking effort will take a minimum of several months
» Creating a separate rule for RNG projects will likely take a year or more




Rule Development Process
and Next Steps
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Overview of Rule Development Process

A
Working Group Meetings and stakeholder meetings throughout process

Workshop Draft Rule

Inforsieition Language Public

Initial Rule

Catnorsg e Concepts > Praliminary Drai and Staff Hearing

Rule Language
and Staff Report Report

| s | N | N

Analysis

Note: Staff is available throughout rule development to meet with
stakeholders via telephone, email, virtually, or face-to-face




Stakeholder Input

Veetings with

Organizations
(Industry, Environmental;
Community)

Individual Facility.
Meetings/Site
Visits

Working Group
Vleetings

Stakeholder
Input

Comment Letters

Public Comment at
Public

Workshop(s) and
Public Hearing




Next Steps

Working
Group
Meeting
April 2026

Stakeholder
outreach

Continued
research




Stay Informed about Regulation Xl

Sign up to Receive Email Updates via:

http://www.agmd.gov/sign-up

Sign Up

The SCAQMD offers periodic newsletter updates via Email on a variety of topics . Click on the
Manage Subscriptions link at the bottom of the form to update your subscriptions (unsubscribe
from lists, subscribe to additional lists, or change your Email address).

If you wish to receive daily pollution forecasts or alerts for specific pollution levels in your area, sign up for Air Alerts.

Subscribe by scrolling down and
checking off the box for Regulation
XlII to receive future meeting notices
and links to updated documents

For printed copies of AQMD publications that mailed to you, please visit Subscription Services (charges may apply).

Enter the following information:

Email Address: Re-Enter Email Address:

First Name (oEtional): Last Name (optional):

Subscribe by checking the box adjacent to the EMail List(s) you are interested in and then CLICK on the Subscribe button below:

General Notifications:

\]SCAQMD News Brief updates highlighting what is current at SCAQMD, such as conference
exchanges, advisories, etc.

[CIscaqmp Advisor SCAQMD's comprehensive bi-monthly newsletter containing the latest ne

Rule Updates:

Working Group for Residential and Commercial Building Appliances
() Building Appliances

Working group for Net Emissions Analysis Tool
[ NEAT

Fee Rules
() Regulation il

New Source Review
Regulation XIlI

NOx RECLAIM
(] Regulation XX



http://www.aqmd.gov/sign-up
http://www.aqmd.gov/sign-up
http://www.aqmd.gov/sign-up
http://www.aqmd.gov/sign-up

Staff Contacts

South Coast AQMD staff is available to assist you with any
guestions or comments

Joshua Ewell Areio Soltani
Air Quality Specialist Air Quality Specialist
(909) 396-2212 (909) 396-3318
jewell@agmd.gov asoltani2@agmd.gov
Isabelle Shine Charlene Nguyen
Program Supervisor Program Supervisor
(909) 396-3064 (909) 396-2648
ishine@agmd.gov cnguyen@aqgmd.gov
Michael Morris Michael Krause
Planning and Rules Manager Assistant Deputy Executive Officer
(909) 396-3282 (909) 396-2706

mmorris@agmd.gov mkrause@agmd.gov
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