BOARD MEETING DATE: June 7, 2024 AGENDA NO. 24

PROPOSAL.: Determine That Proposed Rule 317.1 — Clean Air Act
Nonattainment Fees for 8-Hour Ozone Standards Is Not
Considered Subject to CEQA; and Adopt Rule 317.1

SYNOPSIS: Section 185 of the federal Clean Air Act (CAA) requires areas that
are classified as “severe” or “extreme” that do not attain the
NAAQS for ozone by their assigned attainment dates to pay fees
based upon a prescribed formula each year until the NAAQS is
attained. Proposed Rule 317.1 — Clean Air Act Nonattainment Fees
for 8-Hour Ozone Standards (PR 317.1) would implement these
CAA requirements for the 1997 and 2008 8-hour ozone standards.
The provisions of PR 317.1 would address when and how the CAA
nonattainment fees would be assessed and collected.

COMMITTEE: Stationary Source, April 19 and May 17, 2024, Reviewed

RECOMMENDED ACTIONS:

Adopt the attached Resolution:

1. Determining that Proposed Rule 317.1 — Clean Air Act Nonattainment Fees for 8-
Hour Ozone Standards, is Not Considered Subject to California Environmental
Quality Act; and

2. Adopting Rule 317.1 — Clean Air Act Nonattainment Fees for 8-Hour Ozone
Standards.

Wayne Nastri

Executive Officer
SR:MK:KC:NF:BCG




Background

Section 185 of the federal Clean Air Act (CAA) establishes fee requirements for areas
that are classified as “severe” or “extreme” nonattainment that do not attain the National
Ambient Air Quality Standards (NAAQS) for ozone by their assigned attainment dates.
Both VOC and NOx are precursors of ozone. Section 185 requires that major stationary
sources, which are facilities located in the South Coast Air Basin or Coachella Valley
that emit or have the potential to emit 10 tons or more of VOC and/or NOX, to either
reduce their emissions by 20 percent from a specified emissions baseline or pay a CAA
nonattainment fee. The CAA requires that the baseline emissions be based on emissions
in the attainment year. Upon the U.S. EPA issuing a final finding of failure to attain, the
fee would be collected from all major stationary sources for each calendar year after the
attainment date and shall continue until the area is redesignated as an attainment area for
that ozone standard. Additionally, the U.S. EPA is required to collect the fees if the SIP
does not meet the requirements or if a state is not administering and enforcing CAA
Section 185. As such, South Coast AQMD must promulgate a rule to fulfill the
obligations of CAA Section 185 to ensure fees are collected and disbursed locally.

Proposed Rule 317.1 — Clean Air Act Nonattainment Fees for 8-Hour Ozone Standards
(PR 317.1) implements requirements of the CAA Section 185 for the 1997 and 2008 8-
hour ozone standards. The provisions of PR 317.1 are needed to address when and how
the CAA nonattainment fees would be assessed and collected.

Proposal

PR 317.1 requires major stationary sources of VOC and/or NOx located in the South
Coast Air Basin and Coachella Valley to pay nonattainment fees when the U.S. EPA
makes a final finding that the area has failed to attain the 1997 or 2008 8-hour ozone
NAAQS. Approximately 320 facilities are estimated to be impacted by PR 317.1. For
the revoked 1997 ozone standard with an attainment date of June 15, 2024, although a
fee equivalency approach is allowed, adequate funding to utilize the fee equivalency
approach is not available. For the 2008 ozone standard with an attainment date of July
20, 2032, which is not a revoked standard, a fee equivalency approach is not available.
Consequently, nonattainment fee collection is proposed for both of these standards.

PR 317.1 specifies that the baseline emissions would be based on the applicable source
emissions information in the attainment year unless U.S. EPA approves of the
alternative baseline emissions methodology set forth in PR 317.1. If a major stationary
source does not reduce emissions by 20 percent from the emissions baseline, a
nonattainment fee will be assessed annually for each excess ton of VOC and for each
excess ton of NOx emissions above their respective 80 percent thresholds. The fee
would be collected from all major stationary sources for each calendar year after the
attainment due date and shall continue until the area is redesignated as an attainment
area for that ozone standard. PR 317.1 also establishes requirements such as emissions
reporting, fee determination, and payment due dates. The CAA does not specify how
these CAA nonattainment fees may be used and guidance on the spending of these
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potential funds will be determined in the future through a public process separate from
this rulemaking. PR 317.1 will be submitted into the SIP to fulfill the CAA obligations.

Public Process

PR 317.1 was developed through a public process that included two Working Group
Meetings on November 7, 2023 and February 7, 2024. The meetings included a variety
of stakeholders such as affected facilities, industry associations, public agencies and
environmental groups. A Public Consultation Meeting was held on April 3, 2024 to
present PR 317.1 and receive further public comments. As part of this rule development
process, staff worked closely with U.S. EPA and CARB and also met with interested
stakeholders to discuss the proposed rule.

Key Issues

Throughout the rulemaking process, staff has worked with stakeholders to resolve many
issues, while ensuring PR 317.1 would be approvable by U.S. EPA. Stakeholders have
continued to raise a concern that PR 317.1 may still require fee collection in cases
where facilities are no longer required to pay nonattainment fees due to potential
changes in the CAA or implementation guidance. The concerns presented by the
stakeholders would require a departure from current legislation and current guidance
from U.S. EPA. As with any other new or modified requirements, staff would evaluate
the changes and take the necessary actions to reflect these updates.

CAA and Legal Mandates

South Coast AQMD is required to adopt rules demonstrating compliance with all
federal regulations and standards. PR 317.1 is needed to fulfill the CAA nonattainment
fee obligations required by CAA Section 185.

California Environmental Quality Act

PR 317.1 has been developed as a government funding mechanism to satisfy federal
requirements without involving a commitment to any specific project that could result in
a potentially significant physical impact on the environment. Therefore, PR 317.1 is not
considered a project within the meaning of the California Environmental Quality Act
(CEQA) pursuant to CEQA Guidelines Section 15378 (b)(4).

Socioeconomic Impact Assessment

Approximately 319 facilities are subject to PR 317.1 requirements, with the majority
belonging to the Utilities (NAICS 22) sector and with 89 facilities potentially qualifying
as small businesses based on various small business definitions. The total present value
of compliance costs associated with implementing PR 317.1 over the 2025 — 2035
period is estimated to be $258.42 million and $214.84 million with a 1 percent and 4
percent discount rate, respectively. This is assuming that no facility will reduce its
emissions by 20 percent from the baseline except for emissions reductions already
expected from implementation of Rule 1109.1. The annual average compliance cost of
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PR 317.1 is estimated to be $25.07 million. The analysis projects 81 net jobs foregone
annually on average from the period of 2025 to 2035 in the four-county economy,
relative to the baseline scenario. The Final Socioeconomic Impact Assessment is
included in Attachment H of this Board package.

Implementation Resource Impacts

Staff anticipates implementation of PR 317.1 will result in significant resource impacts:
1) An initial evaluation of each major stationary source’s emissions is needed to
determine applicability and baseline emissions; 2) Subsequent annual evaluations would
be required to determine the annual CAA nonattainment fee for each major stationary
source; 3) Evaluations needed for facilities that voluntarily submit requests for
challenging applicability, challenging baseline emissions, establishing alternative
baseline emissions, or a Rule 317.1 Exclusion Plan; and 4) Costs associated with
upgrading the web tool for the Annual Emissions Reporting program to accommodate
the need for calculating and invoicing CAA nonattainment fees. While PR 317.1
includes cost recovery for the evaluations of either alternative baseline emissions or
Rule 317.1 Exclusion Plans, there is no existing cost allocated to implement other
elements of PR 317.1. Instead, cost recovery for implementation of PR 317.1 is
expected through future reimbursement from CAA nonattainment fees collected.
Resource impacts are expected in various divisions including Planning, Rule
Development and Implementation, Engineering and Permitting, Compliance and
Enforcement, Finance, and Information Management. At this time, no funds have been
reserved for administration and implementation of PR 317.1. Additional resources or
staffing might be requested in the future.

Attachments

Summary of Proposal

Key Issues and Responses

Rule Development Process

Key Contacts List

Resolution

Proposed Rule 317.1

Final Staff Report

Socioeconomic Impact Assessment
Board Presentation

SmomEUNwR



ATTACHMENT A
SUMMARY OF PROPOSAL

Proposed Rule 317.1 — Clean Air Act Nonattainment Fees for 8-Hour Ozone Standards

Purpose

* Implement federal Clean Air Act (CAA) section 185 requirements for nonattainment areas
classified as “severe” or “extreme” for the 1997 or 2008 8-hour ozone standards

Applicability
= Any Major Stationary Sources of VOC and/or NOx in the South Coast Air Basin or Coachella

Valley if and when the U.S. EPA makes a final finding that the area has failed to attain the 1997
or 2008 8-hour ozone standards

Requirements - Fee Assessment

= Specifies that the Executive Officer will assess the CAA Nonattainment Fees
=  Determines CAA Nonattainment Fees based on each excess ton of VOC and/or NOx emissions
above 80% of their Baseline Emissions or Alternative Baseline Emissions

Requirements - Annual Reporting and Payment

= Establishes emissions reporting requirements which will be used to determine fee obligations
= Establishes payment due dates
- Initial invoice: due date is 365 days from invoice issuance
- Subsequent invoice: due date is December 15™ of the year of invoice or no later than 75
days from invoice issuance, whichever is later

Process of Challenging Rule Applicability or Baseline Emissions

= Facility may challenge applicability or Baseline Emissions no later than 90 days from noticing

Alternative Baseline Emissions

= Establishes the requirements for a Major Stationary Source that elects to use Alternative Baseline
Emissions instead of the applicable Baseline Emissions.

Exemptions

= Establishes that the CAA Nonattainment Fees will cease during an extension year or when the
area attains the standard

= Establishes a regulatory pathway for facilities that no longer meet the definition of a Major
Stationary Source through a Rule 317.1 Exclusion Plan.




ATTACHMENT B
KEY ISSUES AND RESPONSES

Proposed Rule 317.1 — Clean Air Act Nonattainment Fees for 8-Hour Ozone Standards

Throughout the rulemaking process, staff has worked with stakeholders to resolve many
issues, while ensuring PR 317.1 would be approvable by the U.S. EPA. Stakeholders have
continued to raise a concern that PR 317.1 would still require fee collection in cases where
facilities are no longer required to pay nonattainment fee due to potential changes in the CAA
or the implementation guidance.

The concern presented by the stakeholders would require a departure from current legislation
or guidance from the U.S. EPA. As with any other new or modified requirements, staff would
evaluate the updates and take any necessary actions to reflect these updates, if appropriate.
Due to the uncertainty regarding a prospective modification, it is not possible to develop
appropriate rule language.




ATTACHMENT C
RULE DEVELOPMENT PROCESS

Proposed Rule 317.1 — Clean Air Act Nonattainment Fees for 8-Hour Ozone Standards

Initiated Rule Development:
August 2023

]

Working Group Meetings (2):
November 7, 2023
February 7, 2024

¥

75-Day Public Notice:
March 22, 2024

¥

Public Consultation Meeting:
April 3, 2024

v
Stationary Source Committee Meeting Briefing (2):
April 19, 2024
May 17, 2024

v

May 3, 2024

v

30-Day Notice of Public Hearing:
May 7, 2024

v

Public Hearing:
June 7, 2024

Ten (10) months spent in rule development.

One (1) Public Consultation Meeting.

Two (2) Stationary Source Committee Meeting Briefings.
Two (2) Working Group Meetings.



ATTACHMENT D
KEY CONTACTS LIST

California Communities Against Toxics

California Council on Environmental and Economic Balance (CCEEB)
California Safe Schools

Center for Community Action and Environmental Justice
Clean Water SoCal

Coalition for Clean Air

Communities for a Better Environment

Earthjustice

Hoag Memorial Hospital Presbyterian

Industrious Labs, Natural Resources Defense Council
Latham and Watkins, LLC

Los Angeles County Business Federation (BizFed)
RadTech

Sierra Club

Stoel Rives, LLP

West Long Beach Association

Western States Petroleum Association (WSPA)



ATTACHMENT E

RESOLUTION NO. 24-

A Resolution of the Governing Board of the South Coast Air Quality
Management District (South Coast AQMD) determining that Proposed Rule 317.1 —
Clean Air Act Nonattainment Fees for 8-Hour Ozone Standards is not considered a
project subject to the California Environmental Quality Act.

A Resolution of the South Coast AQMD Governing Board adopting
Proposed Rule 317.1 — Clean Air Act Nonattainment Fees for 8-Hour Ozone
Standards.

WHEREAS, the South Coast AQMD Governing Board finds and
determines that Proposed Rule 317.1, which has been developed as a government funding
mechanism to satisfy federal requirements without involving a commitment to any specific
project that could result in a potentially significant physical impact on the environment, is
not considered a project within the meaning of the California Environmental Quality Act
(CEQA) pursuant to CEQA Guidelines Section 15378 (b)(4); and

WHEREAS, Proposed Rule 317.1 and supporting documentation, including
but not limited to, the Final Staff Report, and the Final Socioeconomic Impact Assessment,
were presented to the South Coast AQMD Governing Board and the South Coast AQMD
Governing Board has reviewed and considered this information, as well as has taken and
considered staff testimony and public comment prior to approving the project; and

WHEREAS, the South Coast AQMD Governing Board finds and
determines, taking into consideration the factors in Section (d)(4)(D) of the Governing
Board Procedures (codified as Section 30.5(4)(D)(i) of the Administrative Code), that the
modifications to Proposed Rule 317.1, since the notice of public hearing was published
include: updates to subparagraph (c)(8)(C) to replace the typo of attainment year with the
initial calendar year operating as a Major Stationary Source; clarification to paragraph
(c)(10) that the CAA Nonattainment Fee is for each Applicable Ozone Standard;
clarification that the Alternative Baseline Emissions used in paragraph (d)(2) shall be
approved by the Executive Officer; clarification that the invoice amounts described in
clause (d)(4)(A)(ii) are for CAA Nonattainment Fees; clarification in paragraph (d)(8) that
the Alternative Baseline Emissions may not be used for any Fee Assessment Years prior
to approval by the Executive Officer; clarification that the criteria specified in
subparagraphs (d)(8)(B) and (d)(8)(D) must be met to use the Alternative Baseline
Emissions regardless of whether such criteria are also included in U.S. EPA Alternative
Baseline Emissions guidance; clarification under subparagraph (d)(8)(D) that the due date
for additional information required by the U.S. EPA guidance will be no later than 120
days after the U.S. EPA issues such guidance; clarification of the timing for the cessation
of fees under paragraph (e)(2); and grammatical updates and corrections of punctuations
for clarity throughout. These revisions meet the same air quality objective and are not so
substantial as to significantly affect the meaning of the proposed rule within the meaning
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ATTACHMENT E

of Health and Safety Code Section 40726 because: (a) the changes do not impact emission
reductions, (b) the changes do not affect the number or type of sources regulated by the
proposed rule, (c) the changes are consistent with the information contained in the notice
of public hearing, and (d) the consideration of the range of CEQA alternatives is not
applicable because the proposed project is not subject to CEQA and therefore, alternatives
are not required; and

WHEREAS, the South Coast AQMD Governing Board has determined that
the Final Socioeconomic Impact Assessment for Proposed Rule 317.1, is consistent with
the March 17, 1989 Governing Board Socioeconomic Resolution for rule adoption; and

WHEREAS, the South Coast AQMD Governing Board has determined that
the Final Socioeconomic Impact Assessment for Proposed Rule 317.1 is consistent with
the provisions of Health and Safety Code Sections 40440.8, and 40728.5; and

WHEREAS, the South Coast AQMD Governing Board has determined that
Proposed Rule 317.1 will result in increased costs to the affected industries, yet such costs
are considered to be reasonable; and

WHEREAS, the South Coast AQMD Governing Board has actively
considered the Final Socioeconomic Impact Assessment and has made a good faith effort
to minimize such impacts; and

WHEREAS, the South Coast AQMD staff conducted one Public
Consultation Meeting regarding Proposed Rule 317.1 on April 3, 2024; and

WHEREAS, Proposed Rule 317.1 will be submitted to the California Air
Resources Board (CARB) and the United States Environmental Protection Agency (U.S.
EPA) for inclusion into the State Implementation Plan; and

WHEREAS, Health and Safety Code Section 40727 requires that prior to
adopting, amending or repealing a rule or regulation, the South Coast AQMD Governing
Board shall make findings of necessity, authority, clarity, consistency, non-duplication,
and reference based on relevant information presented at the public hearing and in the Final
Staff Report; and

WHEREAS, the South Coast AQMD Governing Board has determined that
a need exists to adopt Proposed Rule 317.1 to implement the requirements of the federal
Clean Air Act (CAA) section 185 for the 1997 and 2008 8-hour ozone standards; and

WHEREAS, the South Coast AQMD Governing Board obtains its authority
to adopt, amend or repeal rules and regulations from Sections 39002, 40000, 40001, 40440,
40441, 40506, 40510, 40522, 40702, 40725 through 40728, 41508, 41510, 41511, 41700,
42300 et seq. of the Health and Safety Code, and Federal Clean Air Act Section 116; and



ATTACHMENT E

WHEREAS, the South Coast AQMD Governing Board has determined that
Proposed Rule 317.1 is written or displayed so that the meanings can be easily understood
by the persons directly affected by it; and

WHEREAS, the South Coast AQMD Governing Board has determined that
Proposed Rule 317.1 is in harmony with and not in conflict with or contradictory to,
existing statutes, court decisions or state or federal regulations; and

WHEREAS, the South Coast AQMD Governing Board has determined that
Proposed Rule 317.1 does not impose the same requirements as any existing state or federal
regulations, and is necessary and proper to execute the powers and duties granted to, and
imposed upon, South Coast AQMD; and

WHEREAS, the South Coast AQMD Governing Board, in adopting
Proposed Rule 317.1, references the following statutes which the South Coast AQMD
hereby implements, interprets, or makes specific: Health and Safety Code Sections 40000,
40440, 41511, and Federal Clean Air Act Section 185 (42 U.S.C. Section 7511d); and

WHEREAS, a public hearing has been properly noticed in accordance with
the provisions of Health and Safety Code Sections 40725 and 40440.5; and

WHEREAS, the South Coast AQMD Governing Board has held a public
hearing in accordance with all applicable provisions of state and federal law; and

WHEREAS, the South Coast AQMD specifies that the Assistant Deputy
Executive Officer overseeing the development of Proposed Rule 317.1 as the custodian of
the documents or other materials which constitute the record of proceedings upon which
the adoption of the Proposed Rule 317.1 is based, which are located at the South Coast Air
Quality Management District, 21865 Copley Drive, Diamond Bar, California; and

NOW, THEREFORE BE IT RESOLVED, that the South Coast AQMD
Governing Board directs staff to initiate a future public process for the spending of funds
generated by Proposed Rule 317.1; and

BE IT FURTHER RESOLVED, that the South Coast AQMD Governing
Board does hereby adopt, pursuant to the authority granted by law, Proposed Rule 317.1,
as set forth in the attached, and incorporated herein by reference; and

BE IT FURTHER RESOLVED, that the South Coast AQMD Governing
Board requests that Proposed Rule 317.1 be submitted for inclusion in the State
Implementation Plan; and

BE IT FURTHER RESOLVED, that the Executive Officer is hereby
directed to forward a copy of this Resolution and Proposed Rule 317.1 to CARB for



ATTACHMENT E

approval and subsequent submittal to U.S. EPA for inclusion into the State Implementation
Plan.

DATE:

CLERK OF THE BOARDS



ATTACHMENT F

(Mersion2024/05/07Adopted [Date of Rule Adoption])

RULE 317.1 CLEAN AIR ACT NONATTAINMENT FEES FOR 8-HOUR OZONE

(@)

(b)

(©)

STANDARDS

Purpose

The purpose of this rule is to satisfy requirements as specified in Sections 182(d), 182(e),
182(f) and 185 of the 1990 amendments to the federal Clean Air Act (CAA) for the 1997
8-hour ozone National Ambient Air Quality Standard (NAAQS) and the 2008 8-hour
ozone NAAQS.

Applicability

1)

(2)

3)

This rule shall become applicable if and when the U.S. Environmental Protection
Agency (EPA) makes a final finding that a Basin within the South Coast Air
Quality Management District has failed to attain the 1997 8-hour ozone NAAQS
or the 2008 8-hour ozone NAAQS by the applicable Attainment Date.

Except as otherwise provided as exempt in subdivision (e), this rule is applicable
to any Major Stationary Source of Volatile Organic Compounds (VOC) and/or
Nitrogen Oxides (NOx) located in the Basin for which the U.S. EPA has made a
final finding as described in paragraph (b)(1).

Except as otherwise provided as exempt in subdivision (e), this rule is applicable
to any Major Stationary Source of VOC and/or NOx located in the Basin during
or after the Attainment Year for an Applicable Ozone sStandard.

Definitions
For the purpose of this rule, the following definitions shall apply:

1)

(2)

3)

ACTUAL EMISSIONS means the mass of all emissions of VOC or NOx at a
Major Stationary Source during a calendar year reported to or amended by the
Executive Officer through the South Coast AQMD Annual Emissions Reporting
(AER) Program.

ACTUAL QUALIFYING EMISSIONS FOR BASELINE means the mass of
emissions of VOC or NOx at a Major Stationary Source used to calculate the
Baseline Emissions. The Actual Qualifying Emissions For Baseline are Actual
Emissions, excluding emissions that exceed limits specified in the permit(s),
plan(s), applicable rules(s), and implementation plan(s), regardless of whether
administratively allowed.

ALTERNATIVE BASELINE EMISSIONS means a Major Stationary Source’s
VOC or NOx average annual Actual Emissions for twenty-four consecutive
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Proposed Rule 317.1 (Cont.) (Mersion 2024/05/07Adopted [Date of Rule Adoption])

(©)

(4)

()

(6)

(7)
(8)

months within up to the last ten (10) calendar years prior to and including the

Attainment Year, excluding emissions that exceed limits specified in the

permit(s), plan(s), applicable rules(s), and implementation plan(s), regardless of

whether administratively allowed.

ANNUAL CAA NONATTAINMENT FEE RATE means $5,000 per ton (in 1990

dollars), adjusted for inflation annually, beginning in the year after 1990, by the

percent change in consumer price index (CPI), if any, pursuant to CAA Sections

185(b)(3) and 502(b)(3)(B)(v).

APPLICABLE OZONE STANDARD means either the 1997 8-hour ozone

NAAQS or 2008 8-hour ozone NAAQS, as applicable.

ATTAINMENT DATE means the U.S. EPA-approved date, established pursuant

to the CAA, by which a Basin must attain a federal NAAQS. Where no such U.S.

EPA approval exists, the date of the Basin’s maximum statutory attainment date

for that standard.

ATTAINMENT YEAR means the calendar year containing the Attainment Date.

BASELINE EMISSIONS means the mass of emissions calculated for VOC and/or

NOX, individually, in tons per year, for the determination of CAA Nonattainment

Fee. Baseline Emissions for VOC and/or NOx are calculated separately for each

Applicable Ozone Standard, and as follows:

(A)  For a Major Stationary Source that began operation as a Major Stationary
Source prior to the Attainment Year, the Baseline Emissions are the lower
of:

(1) Actual Qualifying Emissions For Baseline during the Attainment
Year; or

(i) The amount of emissions allowed under permit(s), plan(s),
applicable rule(s), and implementation plan(s) during the
Attainment Year.

(B)  For a Major Stationary Source that begins operation as a Major Stationary
Source during the Attainment Year, the Baseline Emissions are the lower
of:

(1) Emissions during the Attainment Year based on either:
0] Actual Qualifying Emissions For Baseline; or
(1) Actual Qualifying Emissions For Baseline adjusted by
extrapolating operational data as a Major Stationary Source
for the entire Attainment Year, provided the Major
Stationary Source demonstrates through operational data
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Proposed Rule 317.1 (Cont.) (Mersion 2024/05/07Adopted [Date of Rule Adoption])

© ©

(9)

(10)

(11)

that emissions differ between operating as a Major
Stationary Source and prior to operating as a Major
Stationary Source; or
B) (i) The amount of emissions allowed under permit(s), plan(s),
applicable rule(s), and implementation plan(s) as a Major
Stationary Source in the Attainment Year.
(C)  For a Major Stationary Source that begins operation as a Major Stationary
Source after the Attainment Year, the Baseline Emissions is the lower of:
M Emissions during the initial calendar year ef-operating as a Major
Stationary Source based on either:
0] Actual Qualifying Emissions For Baseline; or
(1) Actual Qualifying Emissions For Baseline adjusted by
extrapolating operational data as a Major Stationary Source
for the entire—Attainment—Year initial calendar year
operating as a Major Stationary Source, provided the Major
Stationary Source demonstrates through operational data
that emissions differ between operating as a Major
Stationary Source and prior to operating as a Major
Stationary Source; or
(i) The amount of emissions allowed under permit(s), plan(s),
applicable rule(s), and implementation plan(s), for the initial
calendar year operating as a Major Stationary Source.
BASIN means either the South Coast Air Basin or Riverside County portion of
the Salton Sea Air Basin (Coachella Valley). The boundaries of each Basin are
as defined by 40 Code of Federal Regulations (CFR), Section 81.305.
CAA NONATTAINMENT FEE means the federally mandated ozone NAAQS
nonattainment fee assessed to a Major Stationary Source for excess emissions of
VOC and NOx air contaminants pursuant to Section 185 of the CAA. It is the
summation of the annual VOC CAA Nonattainment Fee and the annual NOx CAA
Nonattainment Fee for each Applicable Ozone Standard. The fee is assessed only
for the pollutant(s) for which the facility qualifies as a Major Stationary Source.
EXTENSION YEAR means the year that the U.S. EPA grants, pursuant to Section
181(a)(5) of the CAA and upon the state’s request, an extension of the Attainment
Date.
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Proposed Rule 317.1 (Cont.) (Mersion 2024/05/07Adopted [Date of Rule Adoption])

(©)

(12)

(13)

(14)

(15)

FEE ASSESSMENT YEAR means the calendar year when emissions occurred
for which the CAA Nonattainment Fee are being calculated and assessed under
the provisions of this rule for each Applicable Ozone Standard.

MAJOR STATIONARY SOURCE means a facility that emits or has the potential
to emit VOC and/or NOx emissions equal to or greater than the applicable major
stationary source threshold, specified in CAA Sections 182(d), 182(e), or 182(f).
The following types of emissions are not considered in determining whether a
facility emits or has the potential to emit equal to or greater than the applicable
major stationary source threshold:

(A) Fugitive Emissions of VOC or NOx, unless the source belongs to one of

the categories listed in paragraph 2 of the definition of major source in 40

CFR Part 70, Section 70.2.

(B) Emissions from the following on-road and off-road mobile equipment:

(1) Motor vehicle or vehicle as defined by the California Vehicle
Code as it exists on [Date of Rule Adoption].

(i) Marine vessel as defined by Health and Safety Code Section
39037.1 as it exists on [Date of Rule Adoption].

(i) A motor vehicle or a marine vessel that uses one internal
combustion engine to propel the motor vehicle or marine vessel,
and the same engine to operate other equipment mounted on the
motor vehicle or marine vessel.

(iv) Equipment that is mounted on a vehicle, motor vehicle or marine
vessel if such equipment does not emit air contaminants.

v) Asphalt pavement heaters (which are any mobile equipment used
for the purposes of road maintenance and new road construction).

(vi) Mobile day tankers that only carry fuel oil with an organic vapor
pressure of 5 mm Hg (0.1 psi) absolute or less at 21.1 °C (70 °F).

©) Off-site emissions from portable equipment permitted to operate at
various locations.
(D) Emissions from non-road engines, as defined by 40 CFR Part 1039,

Section 1039.801.

NITROGEN OXIDES (NOx) means the sum of nitric oxides and nitrogen
dioxides calculated as nitrogen dioxide.

VOLATILE ORGANIC COMPOUNDS (VOC) means the sum of any VOC as
defined by Rule 102 — Definition of Terms.
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Proposed Rule 317.1 (Cont.) (Mersion 2024/05/07Adopted [Date of Rule Adoption])

(d) Requirements

1)

(2)

Fee Assessment
The Executive Officer will assess the CAA Nonattainment Fee for each
Applicable Ozone Standard:
(A)  Beginning the calendar year after the Attainment Year for a:
(1) Major Stationary Source that began operating as a Major
Stationary Source prior to the Attainment Year; or
(i) Major Stationary Source that begins operating as a Major
Stationary Source during the Attainment Year; or
(B) Beginning the calendar year after the calendar year used to establish
Baseline Emissions for a Major Stationary Source that begins operating as
a Major Stationary Source after the Attainment Year.
Fee Determination
Beginning the calendar year after the applicable Attainment Year, the CAA
Nonattainment Fee shall be the Annual CAA Nonattainment Fee Rate for the
applicable Fee Assessment Year assessed per ton of Actual Emissions of VOC
and/or NOx during the Fee Assessment Year that exceed 80% of the Baseline
Emissions or approved Alternative Baseline Emissions. For each Major Stationary
Source existing during the Fee Assessment Year, the CAA Nonattainment Fee
shall be calculated as follows:

VOC CAA Nonattainment Fee =
Annual CAA Nonattainment Fee Rate x [Av — (0.8 x By)]

NOx CAA Nonattainment Fee =
Annual CAA Nonattainment Fee Rate x [An — (0.8 x Bn)]

CAA Nonattainment Fee =
NOx CAA Nonattainment Fee + VOC CAA Nonattainment Fee

Where:

o For a Major Stationary Source of VOC.:
e Ay =Actual Emissions of VOC for the applicable Fee Assessment Year
(in tons per year). If Ay is less than or equal to 80% of By, there shall be
no VOC CAA Nonattainment Fee assessed for the Fee Assessment Year.
e By =Baseline Emissions or approved Alternative Baseline Emissions for
VOC (in tons per year).
o For a Major Stationary Source of NOXx:
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An = Actual Emissions of NOx for the applicable Fee Assessment Year
(in tons per year). If An is less than or equal to 80% of Bn, there shall be
no NOx CAA Nonattainment Fee assessed for the Fee Assessment Year.
Bn = Baseline Emissions or approved Alternative Baseline Emissions for
NOX (in tons per year).

Annual Reporting and Payment

(A)

(B)

The owner or operator of a Major Stationary Source shall report all Actual
Emissions annually.

The owner or operator of a Major Stationary Source existing during the
Fee Assessment Year shall, for each applicable Fee Assessment Year,
which includes the years following the Attainment Year and prior to the
U.S. EPA making a final finding that a Basin has failed to attain the
Applicable Ozone sStandard, pay the appropriate CAA Nonattainment
Fee, determined pursuant to paragraph (d)(2), regardless of whether the
owner or operator received an invoice from the Executive Officer.

Payment Due Date

(A)

(B)

If the Executive Officer has issued an invoice for the CAA Nonattainment
Fee for a Fee Assessment Year, the owner or operator of a Major
Stationary Source existing during the Fee Assessment Year shall submit
full payment for:

(1) The invoice amount that includes the CAA Nonattainment Fee for
the initial Fee Assessment Year for the Applicable Ozone
Standard, no later than 365 days from the date the invoice is issued
by the Executive Officer; and

(i)  Any other invoice amount for any CAA Nonattainment Fee except
for the invoice amount described in clause (d)(4)(A)(i), either:

0] No later than December 15" of the year the invoice is
issued by the Executive Officer; or

(I1)  No later than 75 days from the date the invoice is issued by
the Executive Officer, whichever is later.

If the Executive Officer has not issued an invoice for the CAA

Nonattainment Fee for a Fee Assessment Year, the owner or operator of a

Major Stationary Source existing during the Fee Assessment Year shall

submit payment and the calculations used to determine the amount of

payment, determined pursuant to paragraph (d)(2), for the applicable CAA
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(d)

(4)

()

(6)

Nonattainment Fee for the Fee Assessment Year no later than December

15™ of the second year following either:

B) () The calendar year the U.S. EPA makes a final finding that a Basin
has failed to attain the Applicable Ozone Standard; or

(i)  The Fee Assessment Year for the Applicable Ozone Standard,
whichever is later.

Failure to Pay Fees

If one-hundred twenty (120) days have elapsed since the payment due date and all

CAA Nonattainment Fees have not been paid in full, the Executive Officer has the

authority to take action to revoke all Permits to Operate for equipment issued to

the owner or operator at the Major Stationary Source, as authorized in California

Health and Safety Code Section 42307.

Process of Challenging Rule Applicability

(A)  No later than 90 days after a notice issued by the Executive Officer
specifying a facility is subject to this rule for VOC and/or NOx for an

Applicable Ozone Standard, the owner or operator of a facility that elects

to challenge the applicability shall provide evidence to the Executive

Officer to demonstrate that the facility does not meet the definition of a

Major Stationary Source.

(B) No later than 90 days before the payment due date of the CAA

Nonattainment Fee for the initial Fee Assessment Year for the Applicable

Ozone Standard, unless the owner or operator is notified that additional

time is needed to investigate, the Executive Officer will:

M Review the evidence submitted in subparagraph (d)(6)(A) and
other available data; and

(i) Notify the owner or operator the final decision regarding the
challenge submitted, pursuant to subparagraph (d)(6)(A), that the
facility is subject to this rule or the facility is not subject to this
rule.

(C)  The owner or operator of a facility that challenges rule applicability
pursuant to subparagraph (d)(6)(A) shall:

(1) Remain subject to the rule unless and until the Executive Officer
notifies the owner or operator that the facility is not subject to this
rule; and

(i) Not be eligible to challenge rule applicability for VOC and/or NOx
for the Applicable Ozone Standard pursuant to subparagraph
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(d)(6)(A), after the Executive Officer notifies the owner or
operator that the facility is subject to this rule, pursuant to clause

(A)(®)(B)(ii).

(d) @) Process of Challenging Baseline Emissions

(A)

(B)

(©)

No later than 90 days after a notice issued by the Executive Officer

specifying a Major Stationary Source’s assigned Baseline Emissions for

VOC and/or NOx for an Applicable Ozone Standard, the owner or operator

of the Major Stationary Source that elects to challenge the assigned

Baseline Emissions shall provide evidence to the Executive Officer that

supports adjustment of the assigned Baseline Emissions.

No later than 90 days before the payment due date of the CAA

Nonattainment Fee for the initial Fee Assessment Year for the Applicable

Ozone Standard, unless the owner or operator is notified that additional

time is needed to investigate, the Executive Officer will:

M Review the evidence submitted in subparagraph (d)(7)(A) and
other available data; and

(i) Notify the owner or operator the final decision regarding the
challenge submitted, pursuant to subparagraph (d)(7)(A), to either
retain the assigned Baseline Emissions or revise the Baseline
Emissions.

The owner or operator of a Major Stationary Source that challenges the

Major Stationary Source’s assigned Baseline Emissions pursuant to

subparagraph (d)(7)(A) shall:

(1) Remain subject to the applicable CAA Nonattainment Fee
pursuant to paragraph (d)(2) using the assigned Baseline Emissions
unless and until the Executive Officer provides notification for a
revised Baseline Emission; and

(i) Not be eligible to challenge the assigned Baseline Emissions for
VOC and/or NOx for the Applicable Ozone Standard, pursuant to
subparagraph (d)(7)(A), after the Executive Officer notifies the
owner or operator of the determination that the assigned Baseline
Emissions is retained or revised, pursuant to clause (d)(7)(B)(ii).

(8) Alternative Baseline Emissions
If the owner or operator of a Major Stationary Source requests to use Alternative
Baseline Emissions to determine the CAA Nonattainment Fee for a Fee

PR317.1-8



Proposed Rule 317.1 (Cont.)

(d)

(8)

(Mersion 2024/05/07Adopted [Date of Rule Adoption])

Assessment Year, the following criteria shall be met prior to the payment due date

for the Fee Assessment Year:

(A)

(B)

(©)

The U.S. EPA has issued guidance authorizing an alternative methodology

for calculation of a Major Stationary Source’s Baseline Emissions,

pursuant to CAA Section 185(b)(2) for the Applicable Ozone Standard,
that is consistent with the methodology specified in subparagraph

(d)(8)(C) and-eriteria-specified-in-subparagraphs{a (8K B)-and{(d{8}B},

The Major Stationary Source was a Major Stationary Source during the

entirety of the Attainment Year,

No later than 180 days after the end of the Attainment Year or no later than

120 days after the U.S. EPA makes a final finding that the Basin has failed

to attain the Applicable Ozone Standard by the applicable Attainment
Date, whichever is later, the owner or operator of a Major Stationary
Source submits to the Executive Officer an Alternative Baseline Emissions
Request that contains the following:
(1) An Alternative Baseline Emissions Report including Actual
Qualifying Emissions For Baseline, for each of the relevant ten
(10) calendar years preceding and including the Attainment Year;
(i) Identification of the twenty-four consecutive months when Actual
Qualifying Emissions For Baseline represent typical operations:
() For a Major Stationary Source without an electrical steam
generating unit(s), within the last relevant ten (10) calendar
years prior to and including the Attainment Year; or

(1)  For a Major Stationary Source with an electrical steam
generating unit(s), within the last relevant five (5) calendar
years prior to and including the Attainment Year or, with
justification, the relevant five (5) calendar years prior to the
aforementioned calendar years;

(iii)  An analysis demonstrating that the Actual Qualifying Emissions
For Baseline from the average of the twenty-four consecutive
months, identified pursuant to clause (d)(8)(C)(ii), represent
typical operations;

(iv)  Analysis of adopted local, state, and federal rules or regulations
that would have restricted the source’s ability to either operate or
emit a particular pollutant, had they been in effect during the
consecutive twenty-four months selected;
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(d)

(€)

@ (©

(BE)

(V) The average Actual Qualifying Emissions For Baseline of the
twenty-four months, identified in clause (d)(8)(C)(ii), considering
the impacts identified in clause (d)(8)(C)(iv); and

(vi)  Certification, in writing, by the highest-ranking executive on site
that the source’s emissions are irregular, cyclical, or otherwise vary
significantly from year to year; and

(i) her_inf . irod by < ”

No later than 120 days after the U.S. EPA issues the guidance referenced

in subparagraph (d)(8)(A), the owner or operator of a Major Stationary

Source electing to include additional information as required by the U.S.

EPA guidance submits such information to the Executive Officer; and

The Executive Officer has provided a written approval of the Alternative

Baseline Emissions Request based on evaluation of the information

provided by the Major Stationary Source.

9) Alternative Baseline Emissions Request Payment

(A)

(B)

Exemptions

The owner or operator of a Major Stationary Source electing to submit an
Alternative Baseline Emissions Request pursuant to subparagraph
(d)(8)(C) shall pay an hourly staff rate equivalent to the applicable Plan
Evaluation Fee for a Non-Title V Facility or Title V Facility, pursuant to
Rule 306 — Plan Fees.

No later than 60 days from the date the invoice is issued by the Executive
Officer for the evaluation of the Alternative Baseline Emission Request,
the owner or operator of a Major Stationary source shall submit full
payment for the amount invoiced.

(1) Extension Year
The owner or operator of a Major Stationary Source shall not be required to remit
the CAA Nonattainment Fee under this rule during any calendar year that is
considered a Basin’s Extension Year for the Applicable Ozone Standard.

(2) Cessation of Fees
The owner or operator of a Major Stationary Source shall not be required to remit
the CAA Nonattainment Fee for an Applicable Ozone Standard beginning the
calendar year ence-when the Basin has been redesignated by the U.S. EPA to

attainment for that Applicable Ozone Standard or, for a revoked Applicable Ozone
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€)

3)

Standard, if the U.S. EPA has terminated the anti-backsliding requirement
associated with the CAA Nonattainment Fee for the Applicable Ozone Standard.
The CAA Nonattainment Fee will cease in the same calendar year as the
redesignation or termination.

Enforceable Limitation through a Rule 317.1 Exclusion Plan

The owner or operator of a Major Stationary Source that elects to take a federally

enforceable limitation such that the facility no longer meets the definition of a

Major Stationary Source shall:

(A)  Submit a Rule 317.1 Exclusion Plan and pay fees specified in Rule 306 —
Plan Fees;

(B)  Beginning the Fee Assessment Year after the calendar year in which the
Executive Officer approves the Rule 317.1 Exclusion Plan, not be required
to remit the applicable CAA Nonattainment Fee; and

(C)  Remitthe applicable CAA Nonattainment Fee, pursuant to this rule, for all
Fee Assessment Years for the Applicable Ozone Standard beginning the
calendar year of exceedance of the emission limitation, if the emission
limitation specified in the Rule 317.1 Exclusion Plan is exceeded.
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EXECUTIVE SUMMARY

Section 185 was included in the 1990 amendments to the federal Clean Air Act (CAA) as a
backstop provision for areas that are classified as “severe” or “extreme” and do not attain the
national ambient air quality standards (NAAQS or standards) for ozone by their assigned
attainment dates. Both volatile organic compounds (VOC) and nitrogen oxides (NOx) are
precursors of ozone. Section 185 requires that major stationary sources of VOC and/or NOXx in
those nonattainment areas either reduce their emissions by 20% from a baseline amount or pay a
CAA nonattainment fee. If a major stationary source does not reduce emissions byelew 20% from
a baseline amount, a nonattainment fee will be assessed annually for each excess ton of VOC and
for each excess ton of NOx emissions above their respective 80% thresholds. The fee would be
collected from all major stationary sources for each calendar year beginning after the attainment
date and shall continue until the area is redesignated as an attainment area for that ozone standard.
Additionally, the United States Environmental Protection Agency (U.S. EPA) is required to collect
the fees if the state implementation plan (SIP) does not meet the requirements or if a state is not
administering and enforcing CAA section 185. As such, South Coast AQMD is+reguiredneeds to
promulgate a rule to fulfill the obligations of CAA section 185.

The objective of Proposed Rule 317.1 — Clean Air Act Nonattainment Fees for 8-Hour Ozone
Standards (PR 317.1) is to implement CAA section 185 until the U.S. EPA declares that the
nonattainment area is in attainment with the federal 8-hour standard for ozone. PR 317.1
establishes the regulatory pathway necessary to comply with the requirements of the CAA section
185 for the 1997 and 2008 8-hour ozone standards. The provisions of PR 317.1 would address
when and how the CAA nonattainment fees would be assessed and collected.
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1.1. INTRODUCTION

The 1990 amendments to the federal Clean Air Act (CAA) require the United States
Environmental Protection Agency (U.S. EPA) to establish national ambient air quality standards
(NAAQS or standards) for various air pollutants to be protective of human health and the
environment. The CAA requires the U.S. EPA to designate areas across the nation as meeting
(attainment) or not meeting (nonattainment) the standard.! As shown in Figure 1-1, areas not
meeting the ozone standards are designated as nonattainment areas and are classified (e.g.,
“extreme,” “severe,” “serious,” “moderate,” or “marginal”) based on their exceedance level for

each standard.
U.S. EPA Nonattainment Area Designations

Marginal Moderate | ) ‘ Serious m m

In 1979, the U.S. EPA approved a 1-hour ozone standard (120 ppb) that was replaced in 1997 with
a more stringent 8-hour ozone standard (80 ppb). The U.S. EPA subsequently revoked the 1-hour
standard entirely effective June 15, 2005. The 8-hour ozone standard was subsequently lowered to
75 ppb in 2008 and to 70 ppb in 2015. The U.S. EPA subsequently revoked the 1997 8-hour ozone
standard (80 ppb), effective April 6, 2015, as it was inadequate for protecting public health, but
the U.S. EPA still requires adherence due to anti-backsliding measures.

Even though, pursuant to 40 CFR 51.1105(d), CAA sections 181(b)(2) and 179(c) no longer
obligate the U.S. EPA to determine whether an area has attained the revoked 1997 8-hour ozone
standard by the area’s attainment date, the U.S. EPA is still required to determine whether an area
has attained a revoked standard by the area’s attainment date. The purpose of the U.S. EPA
determination is to address the applicable requirements for nonattainment contingency measures
and CAA section 185 fee programs, such as that of PR 317.1, solely for anti-backsliding
purposes. 2 For a revoked standard, an area may submit a request for redesignation accompanied
by a maintenance plan, at which point the U.S. EPA would perform a “functional redesignation.”

Figure 1-1

The jurisdiction of the South Coast AQMD covers (Figure 1-2) an area of approximately 10,743
square miles, consisting of the South Coast Air Basin, and the Riverside County portions of the
Salton Sea Air Basin (SSAB, also referred to as Coachella Valley Planning Area or Coachella
Valley) and the Mojave Desert Air Basin (MDAB). The boundaries of each air basin are defined
in 40 Code of Federal Regulations Section 81.305.# The South Coast Air Basin, which is a sub-
region of the South Coast AQMD’s jurisdiction, is bounded by the Pacific Ocean to the west and
the San Gabriel, San Bernardino, and San Jacinto mountains to the north and east. It includes all

1 U.S. EPA. (2023, November 28). Learn About Ozone Designations. https://www.epa.gov/ozone-
designations/learn-about-ozone-designations#process.

2 40 CFR 51.1105(d). https://www.ecfr.gov/current/title-40/chapter-1/subchapter-C/part-51/subpart-AA.

3 CAA. (2023, November 29). Part D - Plan Requirements for Nonattainment Areas. https://www.epa.gov/clean-air-
act-overview/clean-air-act-title-i-air-pollution-prevention-and-control-parts-through-d#id.

4U.S. EPA. 40 Code of Federal Regulations Section 81.305. https://www.govinfo.gov/content/pkg/CFR-2014-title40-
vol18/pdf/CFR-2014-title40-vol18-sec81-305.pdf.
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of Orange County and major portions of Los Angeles, Riverside, and San Bernardino counties.
The Coachella Valley (Riverside County portion of the SSAB) is a federal nonattainment area that
is part of a sub-region of Riverside County in the SSAB that is bounded by the San Jacinto
Mountains to the west and the eastern boundary of the Coachella Valley. The Riverside County
portion of the MDAB within the South Coast AQMD jurisdiction is bounded by the eastern
boundary of the Coachella Valley in the west and spans eastward to the Palo VVerde Valley. The
SSAB and MDAB were previously included in a single large basin called the Southeast Desert Air
Basin (SEDAB).

Figure 1-2
Regions in South Coast AQMD’s Jurisdiction

Area 1:

s 5 Area 3:
Squtt C&a&;ﬁ;r Basin Portion of Mojave
Area 2: Desert Air Basin
! Portipn (MDAB)
of Salton Sea
Air Basin (SSAB)

“Coachella Valley”

b .

Table 1-1 shows the four U.S. EPA promulgated NAAQS for ozone as well as the attainment status
and attainment deadline for each region in the South Coast AQMD’s jurisdiction. As the Riverside
County portion of the MDAB is not classified as nonattainment for the 8-hour ozone standards, it
is excluded from Table 1-1.% 7 For the 8-hour ozone standards, the South Coast Air Basin and
Coachella Valley have been classified as “extreme” nonattainment for the 1997, 2008, and 2015
standards. As an “extreme” ozone nonattainment area for the 1997 8-hour ozone standard, the
attainment deadline is June 15, 2024.

5> U.S. EPA. (2024, February 29). Green Book. 8-Hour Ozone (1997) Designated Area/State Information with
Design Values - NAAQS Revoked. https://www3.epa.gov/airquality/greenbook/gbtcw.html.

6 U.S. EPA. (2024, February 29). Green Book. 8-Hour Ozone (2008) Designated Area/State Information with
Design Values. https://www3.epa.gov/airquality/greenbook/hbtcw.html.

7U.S. EPA. (2024, February 29). Green Book. 8-Hour Ozone (2015) Designated Area/State Information with Design
Values. https://www3.epa.gov/airquality/greenbook/jbtcw.html.
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Table 1-1
U.S. EPA Ozone NAAQS Attainment Classifications

NAAQS | Averaging NAAQS_ Revoked Attainment Attainment
. Concentration . .
Year Time Effective Status Deadline
(ppb)
SCAB Extreme 12/31/2022
Nonattainment
1979 1-Hour 120 06/15/2005
Coachella . 2
el Attainment 11/15/2007
Extreme
SCAB . 06/15/2024
Nonattainment
1997 8-Hour 80 04/06/2015
Coachella Extreme
Valley Nonattainment Uiy
SCAB Extreme 07/20/2032
Nonattainment
2008 8-Hour 75 N/A
Coachella Extreme
Valley Nonattainment R eeie
SCAB Extreme 08/03/2038
Nonattainment
2015 8-Hour 70 N/A
Coachella Extreme 3
Valley Nonattainment 3 UEJREY AT

1 South Coast AQMD portion of MDAB is designated as unclassifiable.

2 U.S. EPA. (04/15/2015). Finding of Attainment in 80 FR 20166. https://www.govinfo.gov/content/pkg/FR-2015-04-
15/pdf/2015-08582.pdf.

3 Voluntary reclassification to “extreme” nonattainment is pending U.S. EPA approval and would allow 5 more years to attain
the standard.

1.2. OZONE TRENDS AND EMISSIONS SOURCES
1.2.1. Ozone Trends

Despite improvements in cleaner technology and strict regulations that have reduced ozone levels
since their peak in the mid-twentieth century, ozone levels have remained high over the past
decade. This trend is due to the changes in climate and other weather conditions such as the
increase in hot stagnant days that can lead to the formation of ozone that have been experienced in
recent years. Although the Coachella Valley has reached attainment with the 1-hour ozone
standard, the Coachella Valley and SCAB have not yet reached attainment with any of the three
8-hour standards (Figure 1-3). Attainment with the 1997 8-hour standard is due by June 15, 2024
and current ozone concentrations indicateimpart that the South Coast AQMD will not be able to
meet this deadline. Overall, air quality has improved and continued emissions reductions will be
needed to further reduce ozone.
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Figure 1-3
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1 Annual 4th highest 8-hour average concentration, averaged over 3 years.
1.2.2. Emissions Sources of Ozone

Unlike most other air pollutants, ground level ozone is not emitted directly into the atmosphere,
but formed by the reaction of ozone precursors, nitrogen oxides (NOx) and volatile organic
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compounds (VOC), in the presence of sunlight. Figure 1-4 illustrates the calendar year 2023
emissions inventory for VOC and NOXx. It shows that 59% of the VOC emissions originate from
stationary and area sources while 41% of the VOC emissions originate from mobile sources.
Additionally, 19% of the NOx emissions originate from stationary and area sources while 81% of
the NOx emissions originate from mobile sources. To attain the 8-hour ozone standards, the 2022
Air Quality Management Plan (AQMP) demonstrates that the primary pollutants that must be
controlled are NOx.® Although mobile sources are responsible for more than 80% of the of smog-
forming pollution, the majority of South Coast AQMD’s regulatory authority is for stationary
sources with only limited authority to control mobile sources.

Figure 1-4
Source Contributions for Ozone Precursors

2023 VOC Emissions 2023 NOx Emissions
379 tons per day 250 tons per day

Off-Road
Mobile
26%

Off-Road
Mobile
47%

1.3. CLEAN AIR ACT SECTION 185 NONATTAINMENT FEES REQUIREMENTS

CAA section 185 requires each major stationary source of VOC and/or NOX, that-is-located in
“severe” or “extreme” 0zone nonattainment area where the area has failed to attain the NAAQS
by the applicable attainment date, to either reduce their emissions by 20% from a baseline amount
or pay a fee.® CAA nonattainment fees only apply to major stationary sources of NOx and/or VOC.
A fee will only apply to a major stationary source of that particular pollutant. If a major stationary

8 South Coast Air Quality Management District. (2022, December 2). 2022 Air Quality Management Plan, Pgs. ES-
4 and 2-47. https://www.agmd.gov/docs/default-source/clean-air-plans/air-quality-management-plans/2022-
air-quality-management-plan/final-2022-agmp/final-2022-agmp.pdf?sfvrsn=16.

9 CAA. Part D - Plan Requirements for Nonattainment Areas. Section 185 [Section 7511d] Enforcement for Severe
and Extreme ozone nonattainment areas for failure to attain. https://www.govinfo.gov/content/pka/USCODE-
2013-title42/html/USCODE-2013-title42-chap85-subchapl-partD-subpart2-sec7511d.htm.
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source is not a major stationary source of VOC or NOx, no CAA nonattainment fees will be
required.

Major stationary sources are defined in CAA sections 182(d), or 182(e), and 182(f), as
applicable.’® Within South Coast AQMD’s jurisdiction a major stationary source is any facility
which emits or has the potential to emit the following amounts or more:

Table 1-2
Major Stationary Source Emissions Thresholds for VOC and NOx

Riverside County Portion
SCAB

Pollutant (tonslyear) SSAB
tons/year

Volatile Organic Compounds or Hydrocarbons (VOC) 10
Nitrogen Oxides (NOXx) 10

The CAA section 185 nonattainment fees will be calculated separately for each standard the area
has failed to attain. The fee shall be collected for each calendar year beginning after the attainment
date and shall continue until the area is redesignated as an attainment area for that ozone standard.
The fee does not go away when an ozone standard is revoked or a new ozone standard is
promulgated. Additionally, the U.S. EPA is required to collect the fees if the state implementation
plan (SIP) does not meet the requirements or if a state is not administering and enforcing CAA
section 185.

1.3.1. Baseline Emissions

Pursuant to CAA section 185, a source's baseline emissions must be the lower of the amount of
actual or allowable emissions under the permit applicable to the source (or if no permit has been
issued for the attainment year, the amount of emissions allowed under the applicable
implementation plan) during the attainment year. A facility will have separate facility baseline
emissions for each applicable pollutant, VOC and/or NOx, for each of the applicable ozone
standards the area has failed to attain.

1.3.2. Alternative Baseline Emissions

The CAA requires that the fee obligation be generally derived using a baseline amount based on
applicable source emissions information in the attainment year. In some cases, the baseline
emissions amount determined based on emissions in the attainment year may not be considered
representative of the source's normal operating conditions and would not be appropriate for
purposes of setting the CAA section 185 fee. In cases where a source’s annual emissions are
"irregular, cyclical, or otherwise vary significantly from year to year" the CAA provides that the
U.S. EPA may issue guidance providing an acceptable alternative methodology for calculating an
alternative baseline emissions amount.

On March 21, 2008, the U.S. EPA issued a memorandum outlining guidance for establishing
alternative emissions baselines for areas that fail to attain the 1-hour ozone NAAQS by their

10 CAA. (2023, November 29). Part D - Plan Requirements for Nonattainment Areas. https://www.epa.gov/clean-air-
act-overview/clean-air-act-title-i-air-pollution-prevention-and-control-parts-through-d#id.
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attainment deadline.'* 12 The alternative methodology should provide an alternative baseline more
representative of a source’s normal operations.™® This alternative method is provided for States to
use at their discretion and the adequacy of given source operating data for the selected time period
is to be determined on a case-by-case basis by the reviewing authority.

The U.S. EPA has not issued alternative baseline guidance for the 8-hour ozone standards.

1.3.3. Fee Determination

The fee collected shall be the annual CAA section 185 fee rate for each major stationary source of
VOC and/or NOx per ton of applicable VOC and/or NOx emitted by the source during the calendar
year in excess of 80%-pereent of the baseline amount for that pollutant. In 1990, the fee rate was
set as $5,000. The fee rate must be annually adjusted beginning in the year after 1990 for inflation
based on the consumer price index (CPI) for the most recent calendar year on an annual basis.'*
The annual U.S. EPA fee rates are published annually in the Clean Air Act Section 185 Fee Rates
Memorandum, and is $11,922 for calendar year 2023.1°

Figure 1-5
Example Calculation of Annual CAA Section 185 Fee Amount for a Major Stationary
Source of VOC Emissions for the 1997 8-Hour Ozone Standard

Actual Annual Baseline Annual Annual U.S. EPA Annual CAA
Tons of VOC - 0 . 8 X Tons of VOC X CAA §185 = | Nonattainment
Emitted Emitted Fee Rate ($/ton) Fee for VOC

Hypothetical Facility Calculation for VOCs

L] =
* 2025 Annual U.S. EPA CAA §185 Fee Rate = $11,922.00/ton

Annual CAA Nonattainment Fee for VOC = —(0.8x ) ]1x$11,922.00/ton = $11,922.00

The example in Figure 1-5 is for the annual CAA nonattainment fee for VOC from a hypothetical
major stationary source of VOC emissions that was subject to the rule prior to the attainment year
for the 1997 8-hour ozone standard. The annual CAA nonattainment fee rate used in the calculation
should be for the year in which the actual emissions occurred. If the annual actual emissions of
VOC emissions in tons are less than or equal to 80% of the baseline emissions of VOC emissions

11 For background on the 1-hour standard, its revocation and relationship to the section 185 fee provisions, see the
following documents: 40 CFR 50.9(b); 69 FR 23951 at 23968 (April 30, 2004); 70 FR 44470 (August 3,
2005); and South Coast Air Quality Management Dist. v. EPA, 472 F.3d 882 (D.C. Cir. 2006).

12 U.S. EPA. (2028, March 21). Guidance on Establishing Emissions Baselines under Section 185 of the Clean Air
Act (CAA) for Severe and Extreme Ozone Nonattainment Areas that Fail to Attain the 1-Hour Ozone NAAQ
by their Attainment Memorandum.
https://www3.epa.gov/ttn/naags/agmqguide/collection/cp2/20080321_harnett_emissions_basline_185.pdf.

13 The U.S. EPA guidance in Footnote 12 provides a discussion regarding normal conditions.

14 See http://www.bls.gov/cpi/ which provides a tool for calculating adjustments based on the CPI.

15 U.S. EPA. (2023, October 12). U.S. EPA Clean Air Act Section 185 Fee Rates Memorandum.
https://www.epa.gov/system/files/documents/2023-10/memorandum_sec-185-penalty-fees-for-year-2023_10-

12-2023.pdf.
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in tons, there shall be no VOC CAA nonattainment fee assessed for the fee assessment year. If a
major stationary source is not a major stationary source for NOx emissions, there shall be no
assessment of the CAA Nonattainment Fee for NOx emissions. The same methodology would be
used to calculate the annual CAA nonattainment fee for NOx emissions. The total annual CAA
nonattainment fees for a major stationary source of both VOC and NOx would be the summatien
of the annual CAA nonattainment fee for VOC emissions and the annual CAA nonattainment fee
for NOx emissions.

The CAA nonattainment fees decrease as emissions decrease from the baseline emissions. The
CAA nonattainment fees for a major stationary source of VOC or NOx would not be assessed for
the fee assessment year or would cease for the applicable standard, in the following scenarios.:

CAA nonattainment fees would not be assessed for a fee assessment year when:

e Emissions are reduced by 20% from the baseline for the fee assessment year
CAA nonattainment fees would cease for the applicable standards when:

e Facility is no longer classified as a major stationary source of emissions,

e Area is redesignated as an attainment area for the ozone NAAQS, or

e U.S. EPA approves of an air district rule for CAA section 172(e) fee equivalency and the
air district has adequate equivalency funds.

1.3.4. Alternative CAA Section 172(e) Fee Equivalency Approach

CAA section 172(e) requires the promulgation of requirements for an area which has not attained
a relaxed standard. Such requirements shall provide for controls which are not less stringent than
the controls applicable to areas designated nonattainment before such relaxation.'® The U.S. EPA
issued a memorandum in 2010 noting that section 172(e) of the CAA allows for programs that are
“not less stringent” than the section 185 program.l’ Fee equivalent and emissions equivalent
programs were identified as possible approaches under a section 172(e) construct. Fee equivalency
may be approvable under the 172(e) concept if the program “clearly raises at least as much revenue
as otherwise required Section 185 fee program [and] if the proceeds are spent to pay for emissions
reductions” that will further improve ozone air quality. As the goal of the fee equivalency approach
is to achieve further reductions to attain the standard, it should not rely on emissions reductions
which are already obligated through an applicable SIP and should only include emissions
reductions which are surplus to al-the applicable SIPs.

1.4, IMPLEMENTATION OF CLEAN AIR ACT SECTION 185 NONATTAINMENT
FEES REQUIREMENTS
1.4.1. Equivalency Approach for 1979 1-Hour Ozone Standard

The existing Rule 317 implements an alternative program to the section 185 fee program for the
1979 1-hour ozone standard. South Coast AQMD continues to submit Rule 317 Fee Assessment

16 CAA. Part D - Plan Requirements for Nonattainment Areas. Section 172 [Section 7502] Nonattainment plan
provisions in general. https://www.govinfo.gov/content/pkg/USCODE-2013-title42/html/USCODE-2013-
title42-chap85-subchapl-partD-subpart1-sec7502.htm.

17'U.S. EPA. (2010, January 5). Guidance on Developing Fee Programs Required by Clean Air Act Section 185 for
the 1-Hour Ozone NAAQS Memorandum. https://www.epa.gov/sites/default/files/2015-
09/documents/lhour_ozone_nonattainment_guidance.pdf.
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Reconciliation Reports for failure to demonstrate attainment with this standard by the prior
statutory attainment deadline of 11/15/2010. The South Coast AQMD’s aggregate CAA
nonattainment fees for all major stationary sources has been fully offset by the fee equivalency
account. The South Coast AQMD fee equivalency account consists of funds for emissions
reductions projects that are surplus to any SIP obligations for the 1979 1-hour ozone standard. In
the event that the fee obligation is not fully offset, a backstop provision triggers adoption of a new
rule for this standard. Rule 317 has been approved into the California’s SIP.

1.4.2. Consideration of Equivalency Approach for 1997 Ozone Standard

The 2016 AQMP outlined the attainment strategies for the 1997 8-hour ozone standard, and it
relied heavily on incentives to successfully achieve the emissions reductions needed to reach
attainment with the 8-hour ozone NAAQS. CAA section 182(e)(5) emissions reductions account
for a substantial portion of the NOx emissions reductions (approximately 200 tons per day) needed
to reach attainment with the 8-hour ozone NAAQS. With such substantial emissions reduction
obligations, adequate funding to utilize the fee equivalency approach to generate surplus emissions
reductions for the 1997 8-hour standard is not available.

1.4.3. Consideration of Equivalency Approach for 2008 and 2015 Ozone Standard

The 2008 and 2015 8-hour ozone standards have not been revoked by the U.S. EPA. Consequently,
the U.S. EPA would not allow use of this alternative approach for these standards and requires
adherence to CAA section 185 though fee collection.

1.4.4. CAA Section 185 Compliance Pathway for 1997 and 2008 Ozone Standards

For the 1997 8-hour ozone standard, which is a revoked standard, the fee equivalency approach is
allowed, but adequate funding to utilize the fee equivalency approach is not available. For the 2008
8-hour ozone standard, which is not a revoked standard, the South Coast AQMD may not utilize a
fee equivalency approach. Consequently, CAA nonattainment fee collection is proposed for both
of these 8-hour ozone standards. The summary of the ozone NAAQS and an overview of the
compliance pathway is provided in Table 1-3.
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Table 1-3
Ozone NAAQS Nonattainment Fee Summary and Compliance Pathway Overview

PR 317.1 — Clean Air Act
Nonattainment Fees for 8-Hour
Ozone Standards

1979 Standard 1997 Standard
(revoked) (revoked) 2008 Standard
Section 185 Due Date 12/31/2000 Not Established 07/20/2022 08/03/2028
Baseline Year South Coast Fiscal Years 2005-06 2024 2032 2038
. . . and 2006-07
for Existing Major
Stationary Source [ Coachella Valley 20071 2024 2032 20382

Calendar Year 2011 2025 2033 2039
Nonattainment
Fees Begin Coachella Valley 2008t 2025 2033 20392

Rule 317 — Clean Air Act
Non-Attainment Fees

U.S. EPA Currently Allows District
to Utilize CAA §172(e) Fee Yes Yes No No
Equivalency Approach

South Coast AQMD Currently has
Emissions Reductions Surplus to Yes No Not Applicable Not Applicable
Applicable SIP

1U.S. EPA. (2015, April 15). Finding of Attainment in 80 FR 20166. https://www.govinfo.gov/content/pkg/FR-2015-04-
15/pdf/2015-08582.pdf.
2 Voluntary reclassification to “extreme” nonattainment is pending U.S. EPA approval.

1.5. TITLE V PERMIT PROGRAM

Title V is a federal program designed to standardize air quality permits and the permitting process
for any facility which emits, or has the potential to emit (PTE) of, a criteria pollutant or hazardous
air pollutant at levels equal to or greater than the major source thresholds. South Coast AQMD
uses the U.S. EPA’s definition of a major source (40 CFR Part 70, Section 70.2), which excludes
certain emissions from being considered in the facility’s PTE. In South Coast AQMD, this is
implemented through Regulation XXX — Title VV Permits, which issues federally enforceable
permits to facilities required to be in the Title V permitting program. The South Coast AQMD
Title V Program universe consists of approximately 320 facilities. These facilities are considered
major sources of one or more pollutants described below:

VOC

NOx

Oxides of sulfur (SOx)

Carbon monoxide (CO)

Particulate matter 10 micrometers or less in diameter (PM10)
Single hazardous air pollutant

Combination of hazardous air pollutants

While the Title V permit program is a good starting point in determining the facilities affected by
PR 317.1, itis important to note that not all facilities in the Title VV permit program are considered
Major Stationary Sources, for purposes of PR 317.1, and not all Major Stationary Sources as
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defined in PR 317.1 have Title V permits. More details are provided in Chapter 2 when discussing
the definition of a Major Stationary Source.

1.6. USE OF FUNDS

PR 317.1is being developed to set the regulatory framework for collection of CAA nonattainment
fees for the 1997 and 2008 ozone standards. The CAA does not provide direction on how these
CAA nonattainment fees may be used. Throughout the rule development process, stakeholders
have proposed some considerations for the use of funds that include, but are not limited to:

e Implementation and administration of PR 317.1
e Emission reduction projects for:
= Environmental justice areas located near the major stationary sources,
= AB 617 areas,
= Residential sources,
= Mobile sources, and
= Stationary source facilities.
Overall, the CAA nonattainment fees collected by the South Coast AQMD would support South
Coast AQMD’s efforts to improve air quality. Staff anticipates:

e Substantial resources will be needed to properly implement PR 317.1,

e Significant uncertainty in the amount of the future fees the South Coast AQMD will
receive and an inability to commit funds which are not guaranteed,

e The fees would not be potentially assessed until calendar year 2026 (for annual emissions
in 2025) for the 1997 8-hour ozone standard and calendar year 2034 (for annual emissions
in 2033) for the 2008 8-hour ozone standard,

e Readily available technologies will continue to advance, and

e South Coast AQMD emissions reductions strategies will continuously be evolving.

For the aforementioned reasons, guidance on the spending of these potential funds would be
determined in the future though a public process that would be separate from this rulemaking.

1.7. NEED FOR RULEMAKING

As shown in Table 1-3, a compliance deadline for rule development addressing the CAA
nonattainment fees was not established for the revoked 1997 8-hour ozone standard, but a deadline
of July 20, 2022 was established for the 2008 8-hour ozone standard. As the attainment deadline
for the 1997 8-hour ozone standard is June 15, 2024, the CAA nonattainment fees for the standard
will need to be assessed as early as calendar year 2026. Consequently, it is necessary to promptly
adopt a rule demonstrating compliance with section 185 of the CAA for these two ozone standards
and that pursuant to a Consent Decree, South Coast AQMD must present this rule to the Governing
Board no later than October 31, 2024.

In addition, the U.S. EPA is required to collect the fees if the SIP does not meet the requirements
or if a state is not administering and enforcing CAA section 185. If the U.S. EPA makes a finding,
disapproval, or determination of a failure to submit certain state implementation plans required for
the ozone NAAQS, a federal sanction clock timeline is triggered. Pursuant to CAA section 179, if
U.S. EPA has not affirmatively determined that the state has made a complete submission for the
areas within 18 months from the effective date of the U.S. EPA making a finding of failure,
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disapproval, or determination, the U.S. EPA is to implement a “first sanction” which may be either
1 or 2 below:

1) Increased offset ratio:

The ratio of emissions reductions to increased emissions shall be at least 2 to 1 for a new
or modified source or emissions unit for which a permit is required.

2) Highway sanctions:
The highway funding sanction will apply in accordance with CAA section 179(b)(1).

If the U.S. EPA has not affirmatively determined that the state has made a complete submission
for the areas within 6 months from the “first sanction” being imposed, the U.S. EPA is to impose
the remaining sanction and may withhold “all or part of the grants for support of air pollution
planning and control programs.” *® The CAA section 110(c) requires that no later than 24 months
(2 years) after the effective date of the U.S. EPA making a finding of failure to submit or a
disapproval, the U.S. EPA must promulgate a federal implementation plan (FIP).

Rulemaking is needed to comply with the requirements of the CAA section 185 for the 1997 and
2008 8-hour ozone NAAQS. PR 317.1 provides a compliance pathway to meet such requirements,
and will be submitted into the SIP to fulfill the CAA obligations.

1.8. AFFECTED INDUSTRIES/FACILITIES

As a conservative approach to identify potentially impacted facilities, all Title V Program facilities
are assumed to be major stationary sources of VOC and/or NOx and subject to this rule. Based on
the South Coast AQMD permit database, staff estimates that there are approximately 320 major
stationary sources in the South Coast AQMD’s jurisdiction that would potentially be affected by
PR 317.1. Additionally, based on an assessment of the most recent available AER data (2021)
there are an additional 14 facilities that reported emitting more than 10 tons of VOC and/or NOX,
but are not part of the Title VV program. Some of these were fugitive emissions, which may be
excluded for purposes of determining applicability for PR 317.1. A preliminary assessment
identified that out of the 14 facilities, 2 facilities may still meet the definition of Major Stationary
Source under PR 317.1 after excluding fugitive emissions. The number of facilities that would be
impacted by this rule would be due to amounst emitted in 2024 and beyond. As the amount emitted
vary from year to year, these 2 facilities were not included in the Braft-Socioeconomic Impact
Assessment. The potentially impacted facilities have been identified either through the Title V
permitting program or AER data and are included in Appendix A. Staff performed an assessment
to determine if any of the Title V facilities qualify as a small business, as defined in Rule 102 —
Definition of Terms, and determined that none of these facilities meet the criteria of a small
business.!® There are 39 facilities which qualify for access to services from the South Coast
AQMD’s Small Business Assistance Office and 89 facilities which qualify as a small business

18 CAA. Part D - Plan Requirements for Nonattainment Areas. Section 179 (a) [Section 7509] Sanctions and
Consequences of Failure to Attain for State Failure. https://www.govinfo.gov/content/pkg/USCODE-2013-
title42/htm|/USCODE-2013-title42-chap85-subchapl-partD-subpart1-sec7509.htm.

19 South Coast AQMD. (2020, January 10). Rule 102 — Definition of Terms. https://www.agmd.gov/docs/default-
source/rule-book/reg-i/rule-102-definition-of-terms.pdf?sfvrsn=4.
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through the U.S. Small Business Administration. Title V permitting program facilities have been
categorized by industry and are presented in Figure 1-6 below.

Figure 1-6
Projected Calendar Year 2025 Title V Facility Universe

=320 Major Stationary Sources !

Other Public
Other Facilities Service Facilities 2

61% \ 15%

Colleges, Universities, or
Professional Schools
2%

Power Generation
and Distribution
11%

——

Y/ ™~ Refineries *
11%

1 As only those facilities that are a major stationary source of VOC and/or NOx will be potentially impacted by PR 317.1, staff
estimates that the number of facilities impacted will be fewer than the estimate provided in this PR 317.1 Staff Report.

2 Public service facilities include general medical and surgical hospitals; sewage treatment; solid waste landfill; water supply and
irrigation systems; natural gas distribution; regulation and administration of communications, electric, gas, and other utilities;
and other general government support.

3 Refinery industries include petroleum refineries, petroleum bulk stations and terminals, pipeline transportation of refined
petroleum products, and petroleum and petroleum products merchant wholesalers (except bulk stations and terminals).

1.9. PUBLIC PROCESS

The development of PR 317.1 has been a regional, multi-agency effort that includes South Coast
AQMD, CARB, and the U.S. EPA. A PR 317.1 Working Group was formed to provide the public
and stakeholders an opportunity to discuss important details about the proposed rule and provide
staff with input during the rule development process. The Working Group is composed of a wide
range of representatives from businesses, environmental groups, public agencies, and consultants.

Staff has held two (2) Working Group Meetings conducted in a virtual format using Zoom. The
meetings were held on November 7, 2023 and February 7, 2024. Staff also met with interested
stakeholders to discuss the proposed rule. A Public Consultation Meeting was held on April 3,
2024 to present PR 317.1 and receive public comments. Written comments relating to PR 317.1
were accepted through April 17, 2024. The comments and responses to these comments are located
in Appendix B — Responses to Comments of this Staff Report. PR 317.1 was also presented at the
Stationary Source Committee held on April 19, 2024 and seheduled-te-be-held-en-May 17, 2024.

The public hearing to consider adoption of PR 317.1 is scheduled for Friday, June 7, 2024, at 9
a.m. (subject to change) in the auditorium at the South Coast AQMD’s Diamond Bar Headquarters
and via a Zoom link that will be available in the June 7, 2024 Governing Board agenda, which will
be released no later than 72 hours prior to the Public Hearing.
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2.1. OVERVIEW OF PR 317.1

The objective of this rule is to implement CAA section 185 until the U.S. EPA declares that the
nonattainment area is in attainment with the federal 8-hour standard for ozone. PR 317.1
accomplishes this by incorporating the requirements of CAA section 185 to establish the regulatory
pathway necessary to comply with these requirements for the 1997 and 2008 8-hour ozone
standards.

PR 317.1 would apply to a major stationary source of VOC and/or NOx and would become
applicable if and when the U.S. EPA makes a final finding that a Basin has failed to attain the 1997
8-hour ozone standard or the 2008 8-hour ozone standard by attainment deadlines of June 15, 2024
(1997 standard) and July 20, 2032 (2008 standard). For the reasons specified in Chapter 1 within
section “1.4.4. CAA Section 185 Compliance Pathway for 1997 and 2008 Ozone Standards” of
this PR 317.1 Staff Report CAA nonattainment fee collection is proposed for both of these 8-hour
ozone standards.

Pursuant to CAA section 185, if an applicable Major Stationary Source does not reduce emissions
below 20% from their Baseline Emissions, a CAA Nonattainment Fee will be assessed annually
for each excess ton of VOC and for each excess ton of NOx emissions above 80% of their Baseline
Emissions. PR 317.1 includes the following subdivision rule structure for when and how the CAA
Nonattainment Fees would be assessed and collected:

(@) Purpose

(b) Applicability
(c) Definitions
(d) Requirements
(e) Exemptions

In the event the Congress amends or repeals section 185 of the CAA, or U.S. EPA modifies the
guidance for CAA section 185 (e.g., no longer requiring fee equivalency programs to be surplus
to the applicable SIP, allowing fee equivalency for unrevoked standards, etc.), the South Coast
AQMD may open PR 317.1 for amendment.

2.2. PROPOSED RULE 317.1
2.2.1. Purpose — Subdivision (a)

The purpose of PR 317.1 is to meet the CAA requirements for areas which are classified as
“severe” or “extreme” that have failed to meet the federal 1997 or 2008 8-hour ozone standards
until the U.S. EPA declares that the nonattainment area is in attainment with the applicable 8-hour
ozone standard.

2.2.2. Applicability — Subdivision (b)

This rule shall become applicable to any Major Stationary Source of VOC and/or NOXx in the Basin
if and when the U.S. EPA makes a final finding that the Basin has failed to attain the 1997 or 2008
8-hour ozone NAAQS by the applicable Attainment Dates of June 15, 2024 (1997 standard) and
July 20, 2032 (2008 standard). Additional information on the U.S. EPA’s determination on
whether an area has attained the revoked 1997 8-hour ozone standard is located in the “1.1.
Introduction” section of Chapter 1 of this PR 317.1 Staff Report. Further discussion and
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explanation of a Major Stationary Source is found later in the definition of a Major Stationary
Source.

If the CAA Nonattainment Fee obligations for the 1997 and the 2008 8-hour ozone standards are
in effect at the same time, a CAA Nonattainment Fee would be assessed for each 8-hour ozone
standard.

2.2.3. Definitions — Subdivision (c)

PR 317.1 includes definitions for specific terms. These terms will be capitalized when they appear
in the rule for easy identification of a defined term. Some of the definitions are based on definitions
from existing South Coast AQMD rules with slight modifications, while other definitions are
unique to PR 317.1. For certain key definitions, additional clarification is provided in this chapter
below or in the specific provision where the definition is used. Please refer to PR 317.1 subdivision
(c) for definitions used in the proposed rule.

e ACTUAL EMISSIONS

Actual Emissions are emissions at the Major Stationary Source which are required to be reported
through the South Coast AQMD’s Annual Emissions Reporting (AER) program pursuant to Rule
301 — Permitting and Associated Fees (Rule 301) paragraph (e)(2).2% 21 22 The VOC and NOx
emissions reported in the AER program will be used to determine the Major Stationary Source’s
Actual Emissions for the respective calendar year. As described later under the definition of Major
Stationary Source, a facility’s Actual Emissions might include more emissions than those to be
considered when determining PR 317.1 applicability. Annual Emissions should be reported
pursuant to “South Coast Air Quality Management District. Annual Emissions Reporting,
Reporting Tool - Frequently Asked Questions.”?® In anticipation of implementing PR 317.1, the
Annual Emission Reporting Tool — Frequently Asked Questions will be updated prior to the initial
Fee Assessment Year to incorporate the changes, including, but not limited to:

o List any additional emission categories that would be required to be reported from
sources at the Major Stationary Source (e.g. portable equipment registered under the
Statewide Portable Equipment Registration Program (PERP), clean air solvents,
architectural coatings, and emissions from charbroilers and deep fat fryers operating
by restaurants and eatery establishment directly servicing consumers)

o Clarification regarding the portion of emissions that would be required to be reported
for a specified emission category for Major Stationary Sources.

20 South Coast AQMD. (2023, May 5). Rule 301~ Permitting and Associated Fees.
https://www.agmd.gov/docs/default-source/rule-book/reg-iii/rule-301.pdf?sfvrsn=105.

21 For additional information regarding AER, see the following website: Annual Emissions Reporting Overview
Website. https://www.agmd.gov/home/rules-compliance/compliance/annual-emission-reporting.

22 For additional information on what to report through AER, see the following document: South Coast Air Quality
Management District. South Coast Air Quality Management District Annual Emissions Reporting, Reporting
Tool - Frequently Asked Questions. https://www.agmd.gov/docs/default-source/planning/annual-emission-
reporting/frequently-asked-guestions.pdf?sfvrsn=6.

23 South Coast Air Quality Management District. South Coast Air Quality Management District Annual Emissions
Reporting, Reporting Tool - Frequently Asked Questions. https://www.agmd.gov/docs/default-
source/planning/annual-emission-reporting/frequently-asked-questions.pdf?sfvrsn=6.
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Additional emissions categories or an additional portion of emissions categories that are currently
not required to be reported under the AER program are anticipated to be only assessed a CAA
Nonattainment Fee instead of paying both an annual emissions fee and CAA Nonattainment Fee.

e ACTUAL QUALIFYING EMISSIONS FOR BASELINE

The Actual Qualifying Emissions For Baseline may be used to determine the Baseline Emissions.
The VOC and NOx emissions reported in the AER program would be used to determine the Major
Stationary Source’s Actual Emissions for the respective calendar year. The Actual Qualifying
Emissions For Baseline would exclude from Actual Emissions any emissions that exceed limits
specified in the permit(s), plan(s), applicable rule(s), and implementation plan(s), regardless of
whether administratively allowed. Types of emissions which will be excluded are those due to
exceeding a limit that may have been administratively allowed including, but are not limited to
breakdown relief granted pursuant to Rule 430 — Breakdown Provision and variances granted by
the South Coast AQMD Hearing Board. The intent of this restriction is to prevent the inflation of
Baseline Emissions through exceedances of requirements. Additionally, certain Actual Emissions
that were excluded for purposes of determining PR 317.1 applicability would be included when
determining the Actual Qualifying Emissions For Baseline.

Example of Actual Qualifying Emissions For Baseline Evaluation:

The following is an example to calculate the Actual Qualifying Emissions For Baseline for a Major
Stationary Source of NOx only:

o Actual Emissions: 20.00 tons of NOx

Actual Emissions due to Violation of Permits: 0.50 tons of NOx

Actual Emissions due to Violations of Rules: 0.75 tons of NOx

Actual Emissions due to Violations of Implementation Plans: 0.10 tons of NOx
Actual Emissions due to Breakdowns: 0.03 tons of NOx

Actual Emissions due to Variances: 0.05 tons of NOx

Actual Qualifying Emissions For Baseline:

20.00 tons — 0.50 tons — 0.75 tons — 0.10 tons — 0.03 tons — 0.05 tons = 18.57 tons

If a facility is both a Major Stationary Source of NOx and a Major Stationary Source of VOCs, the
above determination should be performed separately for both NOx and VOC:s.

o ANNUAL CAA NONATTAINMENT FEE RATE

The Annual CAA Nonattainment Fee Rate is the amount assessed per ton of VOC and/or NOx that
exceeds 80% of the applicable Baseline Emissions. In 1990, the CAA section 185(b)(2) annual
U.S. EPA fee rate was set as $5,000 per ton of VOC and/or NOx emitted by the Major Stationary
Source during the calendar year in excess of 80%-pereent of the shrugBaseline Emissions. The fee
must be annually adjusted beginning in the year after 1990 for inflation based on the consumer
price index (CPI) for the most recent calendar year on an annual basis.?* The U.S EPA fee rates
are published annually in the Clean Air Act Section 185 Fee Rates Memorandum.?®

O 0000 O0

24 See http://www.bls.gov/cpi/ which provides a tool for calculating adjustments based on the CPI.
25 U.S. EPA Clean Air Act Section 185 Fee Rates Memorandum:
https://www.epa.gov/system/files/documents/2023-10/memorandum_sec-185-penalty-fees-for-year-2023 10-

12-2023.pdf.
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e BASELINE EMISSIONS

This definition is consistent with the CAA requirements of section 185 (b)(2). The method to
calculate the Baseline Emissions depends on when the Major Stationary Source begins operating
as a Major Stationary Source.

A Major Stationary Source will be assigned separate Baseline Emissions for each applicable
pollutant, VOC and/or NOx, for each of the Applicable Ozone Standards the Basin has failed to
attain. Table 2-1 summarizes which subparagraph of the Baseline Emissions definition is
applicable based on when the Major Stationary Source began/begins operating.

Table 2-1
Baseline Emissions Applicable Rule Provision Based on when
Major Stationary Source Begins Operation

Rule Provision (c)(8)(A) (c)(8)(B) (c)(8)(C)

Began/begins operations as As of beginning of During
a Major Stationary Source Attainment Year Attainment Year

After Attainment Year

For each Major Stationary Source, the Baseline Emissions for subparagraphs (c)(8)(A), (c)(8)(B),
and (c)(8)(C) shall be the lower of clauses (i) or (ii).

PR 317.1 clauses (c)(8)(A)(i), (c)(8)(B)(i), and (c)(8)(C)(i) use the Actual Qualifying Emissions
For Baseline which do not exceed the allowable emissions to determine the Baseline Emissions.
The Actual Qualifying Emissions For Baseline used to calculate the Baseline Emissions, as set
forth in these clauses, will be limited to only include emissions allowed through permit(s), plan(s),
applicable rule(s), and implementation plan(s), regardless of whether administratively allowed.
The intent of this restriction is to prevent the inflation of Baseline Emissions through exceedances
of requirements. These Baseline Emissions would include fugitive emissions from both permitted
and unpermitted sources. An example of a permitted source of fugitive emissions is a storage tank,
while examples of unpermitted sources are flanges and piping that connect storage tanks.
Depending on when the Major Stationary Source began operations as a Major Stationary Source,
the facility may also extrapolate the Actual Qualifying Emissions For Baseline over the entire
initial year of operation as a Major Stationary Source.

PR 317.1 clauses (c)(8)(A)(ii), (c)(8)(B)(ii), and (c)(8)(C)(ii) are calculated based on the amount
of allowable emissions. The allowable emissions used to calculate the Baseline Emissions, as set
forth in these clauses, include emissions allowed through permit(s), plan(s), applicable rule(s), and
implementation plan(s), regardless of whether administratively allowed.

The following is an example to determine a Major Stationary Source’s Baseline Emissions.

o Facility has 21 units, each permitted to emit 1.00 ton
0 The Actual Emissions for the year when Baseline Emissions are established is 12 tons
with:
= 20 units report emitting 0.50 tons
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= 1 unit report emitting 2.00 tons (exceeding the permit limit of 1.00 ton)
o0 Baseline Emissions are based on either the PTE or Actual Qualifying Emissions for
Baseline, whichever is lower:
= Potential to Emit: 21 tons
= Actual Qualifying Emissions for Baseline: 20 X 0.50 tons + 1.00 ton (cannot
exceed what is allowed beyond the permit limit) = 11.00 tons
= Baseline Emissions would be 11.00 tons.

For the purposes of Baseline Emissions used to calculate the CAA Nonattainment Fees, adding
existing equipment to a facility shall be evaluated the same as adding new equipment to an existing
Major Stationary Source. If an existing Major Stationary Source adds new equipment or modifies
their permit(s) to allow a higher throughput, the Major Stationary Source’s Baseline Emissions
will not change to reflect the increase in PTE or increase in Actual Emissions from this new
equipment or increased throughput. The Baseline Emissions determination process will include
the same considerations as determining a Facility under Rule 1302(p). If a facility that is a non-
major stationary source merges with a Major Stationary Source located on contiguous properties
such that the two facilities are considered one facility, the new Major Stationary Source (consisting
of the non-major stationary source and original Major Stationary Source) shall retain the Baseline
Emissions from the original Major Stationary Source and no new Baseline Emissions will be
calculated. If a Major Stationary Source goes through a change of ownership process to incorporate
another Major Stationary Source, the Baseline Emissions shall be that of the Major Stationary
Source which is going through the change of ownership process to incorporate the other Major
Stationary Source.

Example of Baseline Emissions Evaluation:

For example, during the attainment year, a new facility that is a Major Stationary Source due to
PTE obtains permits in July for several boilers that have a PTE of 25 tons of NOx per year. The
facility turns on the equipment and begins operating the boilers in December and reports 2 tons for
the month of December. Since it is a brand-new facility, no emissions have been generated from
January to November and the Actual Emissions from these boilers would be 2 tons for the calendar
year. If the Major Stationary Source is able to demonstrate operational difference between
operating as a Major Stationary Source and prior to operating as a Major Stationary Source, it is
allowed to extrapolate the data from December. Extrapolating the reported data for the entire year
would result in 24 tons (12 months x 2 tons) of adjusted emissions. As Baseline Emissions are
based on the lower of either the Actual Qualifying Emissions For Baseline (24 tons) or the allowed
emissions (25 tons) during the calendar year, the facility’s Baseline Emissions would be 24 tons.

e MAJOR STATIONARY SOURCE

A Major Stationary Source is as described in CAA sections 182(d), 182(e), or 182(f), as applicable.
The major stationary source thresholds established by these CAA requirements are summarized
below:

o CAA section 182(d): Establishes a major stationary source threshold for areas
classified as “severe” as a facility that emits or has the PTE of at least 25 tons per
year of VOCs.

o CAA section 182 (e): Establishes a major stationary source threshold for areas
classified as “extreme” as a facility that emits or has the PTE of at least 10 tons per
year of VOCs.
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o0 CAA section 182 (f): Establishes that the major stationary source threshold for
sources of VOC shall also apply to sources of NOXx.

Unlike other rules where the applicability is based on static characteristics, such as processes or
equipment, facilities may modify their PTE or reduce emissions to no longer be subject to PR
317.1. As there is no set list of facilities that meet the definition of a Major Stationary Source per
the respective sections of the CAA, South Coast AQMD will initially be using established
programs to identify potential Major Stationary Sources for PR 317.1. The two programs that will
be used are 1) Title V permitting program and 2) AER program.

As described in section “1.5. Title VV Permit Program” of this Staff Report, a facility’s permits may
have a PTE for VOC or NOx that would qualify the facility as a Major Stationary Source pursuant
to CAA sections 182(d), 182(e), or 182(f) and therefore these facilities would be subject to PR
317.1. The types of emissions which are not to be considered in determining whether a facility
exceeds an applicable threshold were established based closely on South Coast AQMD’s Title V
permit program as described in the definition of Reported Emissions within Rule 3000 — General
(Rule 3000). Under PR 317.1, the types of emissions that are not to be considered in determining
whether a facility emits or has the PTE equal to or greater than the applicable major stationary
source threshold are as follows:

(A) Fugitive emissions of VOC or NOx unless the source belongs to one of the categories
listed in paragraph 2 of the definition of major source in 40 CFR Part 70, Section 70.2.

(B) Emissions from the following on-road and off-road mobile equipment:

o0 Motor vehicle or vehicle as defined by the California Vehicle Code as it exists on
[Date of Rule Adoption]

o0 Marine vessel as defined by Health and Safety Code Section 39037.1 as it exists
on [Date of Rule Adoption].

o A motor vehicle or a marine vessel that uses one internal combustion engine to
propel the motor vehicle or marine vessel, and the same engine to operate other
equipment mounted on the motor vehicle or marine vessel.

o Equipment that is mounted on a vehicle, motor vehicle or marine vessel if such
equipment does not emit air contaminants.

0 Asphalt pavement heaters (which are any mobile equipment used for the purposes
of road maintenance and new road construction)

0 Mobile day tankers that only carry fuel oil with an organic vapor pressure of 5
mm Hg (0.1 psi) absolute or less at 21.1 °C (70 °F).

(C) Off-site emissions from portable equipment permitted to operate at various locations.

(D) Emissions from non-road engines, as defined by 40 CFR Part 1039, Section
1039.801. %

% The Rule 3000 definition of Reported Emissions excludes “[e]missions from non-road engines, as defined by 40
CFR Part 89, Section 89.2, manufactured on or after November 15, 1990 or another date subsequently
determined by EPA” while the PR 317.1 definition of Major Stationary Source excludes “[e]missions from
non-road engines, as defined by 40 CFR Part 103989, Section 891039.2801, manufactured on or after
November 15, 1990 or another date subsequently determined by U.S. EPA.” 40 CFR Part 89, Section 89.2
was updated to 40 CFR Part 103989, Section 891039.2801. The new section houses the emissions standards
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This list of exclusions applies to the PTE as well as the facility’s emissions. The emissions
categories used to establish Major Stationary Source applicability are not the same as those used
to establish Actual Emissions, Actual Qualifying Emissions for Baseline, Baseline Emissions, or
Alternative Baseline Emissions and are not used in the calculation of the CAA Nonattainment
Fees. The AER program reported emissions are more comprehensive than the emissions that need
to be considered for PR 317.1 applicability. For example, fugitive emissions are reported in the
AER program but fugitive emissions, except if the source belongs to one of the categories listed
in 40 CFR Part 70, Section 70.2, would be excluded from PR 317.1 emissions for applicability
purposes. It is important for facilities to review the amount of VOC and/or NOx emitted and the
PTE of VOC and/or NOx for applicability in PR 317.1 to confirm if they are subject to this rule
and if they will be required to pay CAA Nonattainment Fees. In addition, as described earlier in
Chapter 2, the AER program requires the annual reporting of emissions that include NOx and VOC
from facilities that exceed specific reporting thresholds. The AER program requires facilities to
report all emissions, including those that would be exempt or excluded from a facility’s PTE. The
reporting threshold for NOx and VOC is four tons per year, which is lower than the Major
Stationary Source threshold specified in the CAA. Further discussion on emissions reported
through the AER program is located in the definition of Actual Emissions.

Staff will review facilities with a Title V permit and data submitted via the AER program as a
starting point to identify facilities subject to PR 317.1. This method would ensure that facilities
aren’t overlooked. Owners or operators of facilities should review the facility’s emissions or PTE
to confirm whether the facility is subject to PR 317.1.

A Major Stationary Source as defined in PR 317.1 may not be required to pay CAA Nonattainment
Fees under the following scenario:

0 For a Fee Assessment Year with 20% Emissions Reductions from Baseline:
= Emissions are reduced by 20% from the Baseline Emissions or Alternative
Baseline Emissions, as applicable, for the fee assessment year.

A non-major stationary source is not subject to PR 317.1. A facility may demonstrate to the
satisfaction of the Executive Officer that the facility's VOC and/or NOx emissions, as applicable,
have been limited to below the applicable major source threshold by accepting an enforceable
condition in an enforceable permit(s) or plan(s). As the CAA Nonattainment Fee is determined on
a calendar year basis, a facility that is a Major Stationary Source for any time of the year will be
considered as a Major Stationary Source for the Fee Assessment Year. Paragraph (e)(3) describes
how facilities can submit a Rule 317.1 Exclusion Plan to take an enforceable limit to no longer be
subject to CAA Nonattainment Fee for PR 317.1 purposes.

for non-road engines that were formally part of 40 CFR Part 89, Section 89.2. The U.S. EPA explanation for
relocating these standards is included at 86 Federal Register 34308, 34342 (June 29, 2021). The date of
manufacture is omitted as it is no longer part of U.S. EPA's definition.
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Example of Major Stationary Source Applicability Evaluation:
The following is an example to evaluate if a facility is a Major Stationary Source of VOC only:

o PTE: 8.00 tons of VOC
o0 Actual Emissions: 15.00 tons of VOC, which includes 6.00 tons of fugitive emissions
that should be excluded from determining applicability
0 Major Stationary Source Evaluation for PTE:
8.00 tons (below 10 tons Major Stationary Source threshold)
o0 Major Stationary Source Evaluation for Amount Emitted:
15.00 tons — 6.00 tons = 9.00 tons (below 10 tons Major Stationary Source threshold)
o Conclusion: The facility is a not Major Stationary Source pursuant to PR 317.1

The evaluation must be done for both PTE and amount emitted. If a facility is not below the
applicable Major Stationary Source threshold for both PTE and amount emitted, then the facility
is a Major Stationary Source pursuant to PR 317.1. If a facility is being evaluated for being both a
Major Stationary Source of NOx and a Major Stationary Source of VOCs, the above determination
should be performed separately for both NOx and VOC:s.

2.2.4. Requirements — Subdivision (d)
Subdivision (d) specifies the requirements for the owner or operator of a Major Stationary Source.
2.2.4.1. Fee Assessment Requirements — Paragraph (d)(1)

Paragraph (d)(1) specifies that the Executive Officer will assess the CAA Nonattainment Fees for
each Applicable Ozone Standard. The CAA Nonattainment Fees would be assessed in years
subsequent to the year used to establish the Baseline Emissions.

Example of Fee Assessment Requirements:

An example of each type of Major Stationary Source rule applicability is diagramed for the 1997
8-hour ozone standard in Table 2-2 below.
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Table 2-2
1997 8-Hour Ozone NAAQS Assessment Years

Begins Operation as a Major Stationary Source:

Calendar Prior to Beginning of - - After Attainment Year
D A Y
Year Attainment Year uring Attainment Year (e.g., Calendar Year 2026)

Rule Clause (d)(1)(A)(i) Rule Clause (d)(1)(A)(ii) Rule Paragraph (d)(1)(B)

Attainment Year Attainment Year .
2024 . . Attainment Year
Baseline Year Baseline Year
2025 Assessment Year?! Assessment Year?! N/A
2026 Assessment Year Assessment Year Baseline Year
2027 Assessment Year Assessment Year Assessment Year?
2028 Assessment Year Assessment Year Assessment Year

1 For a Major Stationary Source that begins operating as a Major Stationary Source prior to or during the Attainment Year, the
fee assessment will begin the calendar year after the Attainment Year.

2 For a Major Stationary Source that begins operation after the Attainment Year, the fee assessment will begin the calendar
year after the calendar year used to establish the Baseline Emissions.

2.2.4.2. Fee Determination Requirements — Paragraph (d)(2)

Paragraph (d)(2) establishes the calculation methodology for the CAA Nonattainment Fees. This
calculation is consistent with the CAA requirements of section 185. The Annual CAA
Nonattainment Fee Rate used in the calculation would be for the year when the Actual Emissions
occurred and is adjusted annually for inflation based on the CPI. If the annual Actual Emissions
of VOC and/or NOx emissions in tons are less than or equal to 80% of the Baseline Emissions of
VOC and or NOx emissions in tons, there would be no VOC and/or NOx CAA Nonattainment Fee
assessed for that pollutant in the Fee Assessment Year. A Major Stationary Source that is not a
Major Stationary Source of VOC and/or NOx emissions would not be assessed the CAA
Nonattainment Fee for that particular pollutant. A facility which was a Major Stationary Source in
the Fee Assessment Year, is required to pay CAA Nonattainment Fees for the year in which they
met the PR 317.1 definition of a Major Stationary Source. The total annual CAA Nonattainment
Fees for a Major Stationary Source of both VOC and NOx emissions would be the summation of
the annual CAA Nonattainment Fee for VOC emissions and the annual CAA Nonattainment Fee
for NOx emissions.

The fee is based on Actual Emissions, rounded to the hundredth ton (0.01 ton), that exceeds 80%
of their Baseline Emissions. This avoids over or under assessing fees by rounding to the nearest
whole ton. This approach is also consistent with the determination of Basin-wide debits for
facilities in the annual Rule 317 Fee Equivalency Account Reconciliation Report. Additionally,
this approach is consistent with the determination of AER fees where rounding is performed to the
hundredth ton at the very end of the summation for a given device (emission source) and at the
end for fee calculation._An Alternative Baseline may be substituted for the Baseline Emissions,
provided the requirements of PR 317.1 paragraphs (d)(8) and (d)(9) are met.

Example of Fee Determination Requirements:

The following is an example to calculate the annual CAA Nonattainment Fee for a Major
Stationary Source of NOx only:

e Baseline Emissions: 20.00 tons of NOx emissions
e 80% of Baseline Emissions: 16.00 tons of NOx emissions
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e NOx Actual Emissions in Fee Assessment Year: 23.40 tons of NOx

e Emissions subject to CAA Nonattainment Fee: 23.40 tons — 16.00 tons = 7.40 tons of
NOx

e CAA Nonattainment Fee: 7.40 tons x $11,922.00/ton = $88,222.80

If a facility is both a Major Stationary Source of NOx and a Major Stationary Source of VOCs, the
above determination should be performed separately for both NOx and VOC:s.

2.2.4.3. Annual Reporting and Payment Requirements — Paragraph (d)(3)

Subparagraph (d)(3)(A) requires the reporting of all Actual Emissions annually. This is also
required pursuant to Rule 301 paragraph (e)(2) which requires all Major Stationary Sources of
VOC and/or NOx, as defined in Rule 317 and other rule(s) implementing section 185 of the CAA,
to annually report and pay the appropriate CAA Nonattainment Fees. The AER for the Major
Stationary Sources will be used to determine the CAA Nonattainment Fee.

Subparagraph (d)(3)(B) requires the payment of the appropriate CAA Nonattainment Fees for each
applicable Fee Assessment Year. This includes the years prior to the U.S. EPA making a final
finding that a Basin has failed to attain the Applicable Ozone standard if such finding is delayed.
An example of this requirement is depicted in Figure 2-1 of the next section (2.2.4.4. Payment Due
Date Requirements — Paragraph [d][4]) to show that CAA Nonattainment Fee applies to years prior
to the U.S. EPA making a finding of failure and after the Attainment Year. A calendar year would
not be applicable if it was a calendar year prior to when the facility met the definition of a Major
Stationary Source in this rule. A calendar year when a change of ownership occurs would be an
applicable year to be assessed CAA Nonattainment Fees.

The owner or operator of the Major Stationary Source shall submit all Actual Emission reports and
CAA Nonattainment Fee payment submittals required, regardless of whether the owner or operator
received an invoice from the Executive Officer.

2.2.4.4. Payment Due Date Requirements — Paragraph (d)(4)
Paragraph (d)(4) specifies the payment due dates for CAA Nonattainment Fees.

The initial invoice will, at a minimum, bill for the initial year’s CAA Nonattainment Fee, however,
multiple subsequent years may be included if there is a delay in the finding of failure issued by the
U.S. EPA. The initial invoice due date for the applicable standard is 365 days from the date the
invoice is issued to provide the Major Stationary Source adequate time to incorporate the initial
CAA Nonattainment Fees for the applicable standard into their annual budget.

Subsequent invoices will bill for the subsequent year’s CAA Nonattainment Fees. Subsequent
invoices are required to be paid no later than December 15 of the year of invoice issuance or no
later than 75 days from the date the invoice was issued, whichever is later. After the initial year, a
Major Stationary Source should be able to better estimate their future CAA Nonattainment Fees
for incorporation into their annual budgets. Based on conversations with stakeholders, prior CAA
Nonattainment Fees would be used to estimate future CAA Nonattainment Fees, which is similar
to the practice for budgeting for AER emissions fees.

In the event the invoice is not received by the owner or operator, but the invoice was issued by the
Executive Officer, the owner or operator would still be subject to the payment due date specified
in subparagraph (d)(4)(A). Examples of why an invoice would not be received include: change in
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responsible official, change in mailing location, or invoice being lost in the mail. For the first two
examples, the facility is responsible for notifying the Bistriet-South Coast AQMD of the change.

If the Executive Officer has not issued an invoice for the CAA Nonattainment Fees, the owner or
operator of the Major Stationary Source would be required to submit payment on December 15%
of the second year following either the calendar year when the U.S. EPA makes a final finding that
the Basin has failed to attain the Applicable Ozone Standard or the Fee Assessment Year for the
Applicable Ozone Standard, whichever is later. This requirement provides assurance that, in the
event invoices are not issued, the CAA Nonattainment Fees will still be collected by the South
Coast AQMD.

Example of Payment Due Date Requirements:

An example of a Major Stationary Source’s reporting and invoice payment for the 1997 8-hour
ozone standard from calendar years 2024 through 2030 is provided in Figure 2-1 below. The
Attainment Year is 2024 for the 1997 8-hour ozone standard and the Major Stationary Source’s
Baseline Emissions would be established in 2024. In this example, the U.S. EPA will make a final
finding of failure in calendar year 2027. The full payment of the initial invoice, issued on 11/1/27,
would be due no later than 365 days later or 10/31/28. Full payment of subsequent invoices would
be due either 75 days from issuance or December 15, whichever is later. In this example, years
2028 and 2029 had invoices issued more than 75 days earlier than December 15, therefore, the
respective due dates are December 15. For the year 2030, the invoice is issued less than 75 days
earlier than December 15, so the due date is 75 days after the date when the invoice was issued or
December 31.

Figure 2-1
1997 8-Hour Ozone NAAQS Reporting and Payment for Hypothetical
Major Stationary Source

Submit AER for Year
U.S. EPA Final Finding
. v
of Failure
Invoice for Years 2025, 2026 2027 2028 2029
Invoice Issuance Date 11/01 09/01 07/01 10/17
Invoice Due Date 10/31%, 12/152 12/152 12/3172
Fee Collection for

2025, 2026, 2027 2028 2029
Year(s)

14365 days from issuance.
2 Later of 12/15 or +75 days from issuance.

2.2.4.5. Failure to Pay Fees Requirements — Paragraph (d)(5)

Violations of requirements set forth in PR 317.1 are subject to penalties as set forth under the
Health and Safety Code. Additionally, Pparagraph (d)(5) specifies that should one-hundred twenty
(120) days lapse after the invoice due date, pursuant to the authority of in Health and Safety Code
Section 42307, the Executive Officer has the authority to take action to revoke all Permits to
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Operate for equipment on the premises.?” In order for the South Coast AQMD to comply with
CAA section 185, it is essential that the CAA Nonattainment Fees are administered and enforced.
This requirement promotes compliance with payment of the CAA Nonattainment Fees. A similar
requirement exists in Rule 301 to help ensure that all emission fees and surcharges are paid in full
for the AER submittals.

2.2.4.6. Process of Challenging Rule Applicability — Paragraph (d)(6)

As described earlier in Chapter 2, the applicability of this rule is dependent on the facility’s
emissions, either PTE or emissions reported through the South Coast AQMD’s AER program.
Staff will review facilities with a Title VV Program permit and data submitted via the AER program
to identify potential facilities subject to PR 317.1. As a courtesy, after identification, the Executive
Officer may send out notifications to owners or operators of facilities on the applicability to PR
317.1. Paragraph (d)(6) specifies that, when the Executive Officer sends notification that the
facility is subject to Rule 317.1, the owner or operator of the facility shall have no later than 90
days from the notice issue date to challenge the rule applicability. This notice will allow the facility
the opportunity to provide any additional information which may be relevant to this determination.
The Executive Officer will review evidence and notify the facility of the rule applicability no later
than 90 days before the payment due date of the CAA Nonattainment Fees for the initial Fee
Assessment Year for the Applicable Ozone Standard, unless the Executive Officer informs the
owner or operator of the facility that more time is needed. The facility shall remain subject to PR
317.1 until the Executive Officer has provided notification that they are no longer subject to PR
317.1. Additionally, once the Executive Officer has made a determination on the challenge that
the facility meets the definition of a Major Stationary Source and is subject to PR 317.1, the Major
Stationary Source shall not be eligible to challenge the rule applicability again. Failure to receive
notice of rule applicability does not absolve the owner or operator of a Major Stationary Source of
the duty to pay CAA Nonattainment Fees. A notice not contested by the applicable date shall be
considered confirmed.

2.2.4.7. Process of Challenging of Baseline Emissions — Paragraph (d)(7)

Paragraph (d)(7) specifies that, when the Executive Officer sends notification to the Major
Stationary Source specifying the assigned Baseline Emissions, the owner or operator of the Major
Stationary Source shall have no later than 90 days from the notice issue date to challenge the
Baseline Emissions. As a courtesy to the Major Stationary Sources, the Executive Officer may
send out notifications of their assigned Baseline Emissions. This notice will allow the Major
Stationary Source the opportunity to provide any additional information which may be relevant to
this determination. The Executive Officer will review evidence and notify the facility of their
Baseline Emissions no later than 90 days before the payment due date of the CAA Nonattainment
Fees for the initial Fee Assessment Year for the Applicable Ozone Standard, unless the Executive
Officer informs the owner or operator of the facility that more time is needed. The Major Stationary
Source shall use the originally assigned Baseline Emissions until the Executive Office has
provided notification of a revised Baseline Emissions. Additionally, the Major Stationary Source
shall not be eligible to challenge the assigned Baseline Emissions after the Executive Officer has
made a determination on the challenge to retain or revise the original Baseline Emissions. Failure
to receive notice of Baseline Emissions, does not absolve the owner or operator of a Major

27 California Code. Health and Safety Code Section 42307. https://codes.findlaw.com/ca/health-and-safety-code/hsc-
sect-42307/.
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Stationary Source of the duty to pay CAA Nonattainment Fees. A notice not contested by the
applicable date shall be considered confirmed.

This process is independent from the process to seek Alternative Baseline Emissions. For Major
Stationary Sources that seek to use Alternative Baseline Emissions, please refer to the next section.

2.2.4.8. Alternative Baseline Emissions Requirements — Paragraph (d)(8)

Paragraph (d)(8) establishes the requirements for a Major Stationary Source to use Alternative
Baseline Emissions instead of the applicable Baseline Emissions to determine their CAA
Nonattainment Fees for a Fee Assessment Year. The CAA requires that the fee obligation is
generally derived using a Baseline Emissions amount based on applicable source emissions
information in the attainment year. In some cases, the Baseline Emissions amount, when calculated
in the Attainment Year as required pursuant to under CAA section 185(b)(2), may not be
considered representative of the source's normal operating conditions and not appropriate for
purposes of setting the CAA Nonattainment Fee. In cases where a source’s annual emissions are
"irregular, cyclical, or otherwise vary significantly from year to year" the CAA provides that the
U.S. EPA may issue guidance providing an acceptable alternative methodology for calculating an
Alternative Baseline Emissions amount. Subparagraphs (d)(8)(A) through (D) specify the
conditionalrequirementscriteria to be met to use Alternative Baseline Emissions. If all applicable
requirements are not met, Alternative Baseline Emissions cannot be used.

This is a tentative pathway and is subject to U.S. EPA review and approval. Subparagraph
(d)(8)(A) reguires-specifies a criterion that U.S. EPA-+must has issued a guidance approve-allowing
of an alternative methodology that is consistent with the methodology or requirements specified
in subparagraphs (d)(8)(B) through (D). As discussed in Chapter 1, the U.S. EPA had approved an
alternative methodology by issuing guidance for establishing Alternative Baseline Emissions for
areas that fail to the attain the 1-hour ozone standard by their attainment deadline. However, this
approach has not been approved for either of the 8-hour ozone standards. There is a need for an
Alternative Baseline Emissions option and a request has been submitted with the U.S. EPA to
allow Alternative Baseline Emissions for the 8-hour ozone standards.

Subparagraph (d)(8)(C) requires the submittal of information to demonstrate that a Major
Stationary Source meets the criteria of qualifying to use Alternative Baseline Emissions in the
form of an Alternative Baseline Emission Request. The requirements for Alternative Baseline
Emissions Requests were incorporated and are consistent with prior U.S. EPA issued guidance for
establishing alternative emissions baselines. The relevant years used for calculation of the
Alternative Baseline Emissions shall only consist of years in which the facility was a Major
Stationary Source pursuant to PR 317.1. The Executive Officer may only authorize the use of
Alternative Baseline Emissions for calculation of a Major Stationary Source’s CAA
Nonattainment Fees if the U.S. EPA has issued guidance authorizing methodology for determining
the Alternative Baseline Emissions which is consistent with the requirements of PR 317.1
subparagraph (d)(8)(C). Additionally, only a Major Stationary Source which was a Major
Stationary Source during the attainment year may be assigned Alternative Baseline Emissions.
Once the Executive Officer has provided a written approval of the Alternative Baseline Emissions
Request, the Alternative Baseline Emissions would be used for the calculation of future CAA
Nonattainment Fees.

An Alternative Baseline Emissions may only be requested within one-hundred twenty (180) days
after the end of the Attainment Year or within one-hundred twenty (120) days after the U.S. EPA
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makes a final finding that the Basin has failed to attain the Applicable Ozone Standard by the
applicable Attainment Date, whichever is later. This is to allow sufficient timing to make a decision
on the appropriate baseline level, which will be used to assess the CAA Nonattainment Fees.
Additionally, if a Major Stationary Source elects to include additional information as required by
the U.S. EPA guidance referenced in subparagraph (d)(8)(A), the additional information shall be
submitted to the Executive Officer no later than 120 days after the issuance of such guidance.

2.2.4.9. Alternative Baseline Emissions Request Payment — Paragraph (d)(9)

Paragraph (d)(9) establishes the fee and invoice due date for evaluation of the Alternative Baseline
Emissions Request. Since this request is optional and conditional, it is anticipated that only a small
number of Major Stationary Sources would proceed with this request. The duration of evaluation
time may also vary significantly from facility to facility, depending on completeness of
information and complexity of data or facility’s operations. The evaluation fee for the Alternative
Baseline Emissions Request is equal to the total actual and reasonable time incurred by District
South Coast AQMD staff for evaluation of the Alternative Baseline Emissions Request and does
not exceed the Bistrict’s-South Coast AQMD’s reasonable regulatory costs. As the U.S. EPA
guidance has not been issued, there may or may not be additional steps as part of the evaluation,
but based on the Harnett Memo,?® the evaluation would consist of the following that include, but
are not limited:

e Reviewing facility supporting information that include:
0 Relevant Actual Emission data for the past five or ten years (depending on the type of
facility)
o0 Analysis of Actual Emissions of the 24-consecutive month selected
0 Analysis of applicable regulations
e Reviewing the request provided by the facility is consistent of the U.S. EPA guidance for
alternate baseline emissions
e Providing a written approval

The evaluation is anticipated to be performed primarily by staff who are classified as an Air Quality
Specialist and/or Air Quality Engineer Il. This classification is equivalent to staff who would
evaluate plans or permits. As there is no past precedent for how long an evaluation would take, the
evaluation is assessed at an hourly staff evaluation rate that is equivalent to the applicable Plan
Evaluation Fee for a Non-Title V Facility or Title V Facility, pursuant to Rule 306 — Plan Fees,
and consistent with the hourly rate for the following, but not limited to:

e Requests to amend emissions report and refund of emission pursuant to Rule 301
subparagraph (e)(9)(A),

e California Environmental Quality Act (CEQA) assistance pursuant to Rule 301
subparagraph (j)(1)(A),

e Review of continuous emissions monitoring systems, fuel sulfur monitoring systems, and
alternative continuous emissions monitoring systems pursuant to Rule 301 paragraph

()®),

28 Guidance on Establishing Emissions Baselines under Section 185 of the Clean Air Act (CAA) for Severe and
Extreme Ozone Nonattainment Areas that Fail to Attain the 1-hour Ozone NAAQS by their Attainment

(epa.gov)
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¢ National Emission Standard for Hazardous Air Pollutants evaluation pursuant to Rule
301 (q)(1), and

litod i I belivision ().
2.2.5. Exemptions — Subdivision (g)

Subdivision (e) specifies the requirements for exemptions from either specific provisions of the
rule or the entire rule.

2.2.5.1. Extension Year — Paragraph (e)(1)

Paragraph (e)(1) establishes that the CAA Nonattainment Fees are not applicable during an
Extension Year. This exemption is consistent with CAA section 185(c) that provides an exception
to the CAA Nonattainment Fee during an Extension Year which has been granted pursuant to CAA
section 181(a)(5).2° However, as there was more than one exceedance in SCAB in the year
preceding the Extension Year of the 1997 8-hour ozone standard, the SCAB is not eligible to
receive an Extension Year for this standard, but Coachella VValley may be eligible. The South Cost
AQMD may be eligible to be granted Extension Years for the 2008 8-hour ozone standard.

2.2.5.2. Cessation of Fees — Paragraph (e)(2)

Paragraph (e)(2) specifies when the CAA Nonattainment Fees will cease. For the Applicable
Ozone Standard, the CAA Nonattainment Fees will cease beginning the calendar year when the
Basin has been redesignated by U.S. EPA to attainment for that Applicable Ozone Standard. For
a revoked Applicable Ozone Standard, this will occur when the U.S. EPA has terminated the anti-
backsliding requirement for the applicable standard.

2.2.5.3. Enforceable Limitation Through a Rule 317.1 Exclusion Plan -

Paragraph (e)(3)

As described early in Chapter 2, a facility is a Major Stationary Source pursuant to PR 317.1 based
on either the amount of VOC or NOx emitted or the PTE. A facility would be required to
demonstrate that it does not meet both criteria in order to no longer be considered a Major
Stationary Source_as defined in paragraph (c)(13). Currently, the Title VV permit program allows
for facilities to take such a limitation to exempt the facility from the Title V permit program. This
can be a lengthy process due to the time and work needed to evaluate the permit application, ensure
that the facility can comply with the facility-wide limitation, reduced equipment PTEs, and
possibly convert the facility’s Title V permit into individual command and control permits for all
pieces of permitted equipment at the facility.

Paragraph (e)(3) establishes an alternate pathway for a Major Stationary Source to expedite this
process by establishing limits in a Rule 317.1 Exclusion Plan that would ensure the facility would
no longer meet the definition of a Major Stationary Source and therefore be exempt from CAA
Nonattainment Fees. Some facilities have already taken similar permit conditions to limit the
facility’s Title V PTE or have an approved Title V Exclusion Plan to be exempted from the Title
V permit program. Since PR 317.1 and the Title V permit program use the same definition of PTE
and the permit condition taken by these facilities limits the total reported emissions from the
facility by pollutant, the facilities exempted from the Title VV permit program will not need to
submit an application for a Rule 317.1 Exclusion Plan. Title V facilities may elect to submit an

2 CAA. (2023, November 29). Part D - Plan Requirements for Nonattainment Areas. https://www.epa.gov/clean-air-
act-overview/clean-air-act-title-i-air-pollution-prevention-and-control-parts-through-d#id.
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application for a Rule 317.1 Exclusion Plan, which will allow the facility to not be subject to Rule
317.1, but still stay in the Title VV permit program and retain their Title VV permit. Subsequent permit
applications may be filed to exempt the facility from the Title VV permit program, which will take
much longer to evaluate and process, due to the need to convert the Title V permit into individual
command and control permits, each with the facility-wide limitation on total emissions from the
facility. Facilities should also be aware that more than one permit application might be necessary
(e.g. application for Title V permit modification) in addition to the application for the Rule 317.1
Exclusion Plan.

In the interim period between plar-application and plan-issuance_of the Rule 317.1 Exclusion Plan,
the facility would continue to meet the definition of a Major Stationary Source and be required to
pay any applicable CAA Nonattainment Fees. The Rule 317.1 Exclusion Plan would be available
to Title V facilities that previously had a permit condition limiting the facility’s emissions, but the
facility exceeded the limits established in the permit condition and the facility was brought back
into the Title V permit program, provided the Title V facility can meet the criteria for approval.
The Rule 317.1 Exclusion Plan would be subject the applicable plan fees, including but not limited
to Plan Filing Fee and Plan Evaluation Fee, specified in Rule 306 — Plan Fees. The evaluation is
anticipated to be performed primarily by staff who are classified as an Air Quality Specialist and/or
Air Quality Engineer Il. This classification is equivalent to staff who would evaluate plans or
permits. As there is no past precedent for how long an evaluation would take, the evaluation is
assessed at an hourly staff evaluation rate that is equivalent to the applicable Plan Evaluation Fee
for a non-Title V Facility or Title V Facility, pursuant to Rule 306 — Plan Fees, and consistent with
the hourly rate for other plans subject to Rule 306 fees. The Plan Filing Fee is $207.19 for non-
Title V facilities and $259.66 for Title V facilities for fiscal year 2024-2025, and accounts for the
time and materials for filing and receiving of a plan, such as work hours by administrative staff.
The Plan Evaluation Fee is the amount equal to the total actual and reasonable time incurred by
Bistriet-South Coast AQMD staff for evaluation of a plan, assessed at the hourly rate of $207.19
for non-Title V facilities and $259.66 for Title V facilities for fiscal year 2024-2025. Other fees in
Rule 306, such as Duplicate Plan Fee and Inspection Fee, might also apply.

While the facility would no longer be subject to the CAA Nonattainment Fees in PR 317.1, the
Rule 317.1 Exclusion Plan will still require the reporting of Actual Emissions and recordkeeping
to ensure that the facility does not exceed the limits and becomes a Major Stationary Source.

Currently, it is the Bistriet’s-South Coast AQMD’s practice in the Title V permitting program to
require that a facility’s most recent five years of AER data do not exceed 80% of the major source
threshold. This provides assurance that the facility will be able to comply with the reduced facility-
wide emissions limitation. In a similar manner, approval of the Rule 317.1 Exclusion Plan will be
based on, but not limited to, the following criteria:

e Demonstration that the facility’s most recent five calendar years of emissions do not exceed
8 tons per year for eitherbeth VOC or--ard NOX, subject to verification by South Coast
AQMD staff. This demonstration will be based on the reported AERs at the time of
submittal of the Rule 317.1 Exclusion Plan application, but-exeluding-the-emissions-tsted
#aconsistent with this rule’s definition of Major Stationary Source_in paragraph (c)(13).
This criterion provides assurance that the facility will be able to meet the emission limit(s)
in the Rule 317.1 Exclusion Plan. The Rule 317.1 Exclusion Plan evaluation process will
only consider finalized AER emissions. A facility requesting to amend past AERs for Rule
317.1 purposes, must complete the amendment process prior to submitting a Rule 317.1
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Exclusion Plan. Facilities that were previously exempt from reporting_through the AER
program due to emissions below reporting thresholds will need to demonstrate through
records that they were below AER thresholds. Facilities with insufficient records will need
to base their emissions on PTE.

e Acceptance of a condition in the Rule 317.1 Exclusion Plan that limits the facility’s total
VOC and/or NOx emissions, exeluding-the-emissions—tHsted-nrconsistent with this rule’s
definition of Major Stationary Source in paragraph (c)(13) to less than the Major Stationary
Source thresholds annually. Facilities may choose to take a total facility limit based on the
emissions reported through the AER program.

e Acceptance of a condition in the Rule 317.1 Exclusion Plan that requires monthly
recordkeeping of all VOC and/or NOx emissions, as applicable, at the facility. Records
shall include equipment type, application number, emission factors, and all operating
parameters used to calculate emissions subject to the rule.

e Acceptance of a condition in the Rule 317.1 Exclusion Plan that requires the facility to
notify the Executive Officer if the facility’s annual total VOC and/or NOx emissions
exceeded the Major Stationary Source threshold, no later than February 1 of the following
year.

e Acceptance of a condition in the Rule 317.1 Exclusion Plan that requires the records of the
facility’s monthly and annual emissions to be signed and certified for accuracy by the
highest ranking individual responsible for compliance with Bistriet-South Coast AQMD
rules.

e Acceptance of a condition in the Rule 317.1 Exclusion Plan that requires the facility to
report actual emissions annually either by using the AER program or another mechanism.

e Acceptance of a condition in the Rule 317.1 Exclusion Plan that requires the facility to
keep all records in a format acceptable by the BistrictSouth Coast AQMD and retained at
the facility for a minimum of five years. Records shall be made available to Bistrict-South
Coast AQMD representatives upon request.

Note that the criteria reflect theBistrictSouth Coast AQMD’s current practices for implementing
the Title V permitting program. Future changes might be reflected in the criteria used for the Rule
317.1 Exclusion Plans, as applicable.

In the event the facility fails to comply with any condition in the Rule 317.1 Exclusion Plan, the
facility could be considered a Major Stationary Source and resume being required to or begin to
be required to pay the applicable CAA Nonattainment Fee. If the emission(s) limitation is
exceeded, the facility will be considered a Major Stationary Source and shall be required to pay
the applicable CAA Nonattainment Fees beginning the calendar year of the exceedance or calendar
year the emission(s) limitation is no longer enforceable.

A facility that exceeds the emission(s) limitation in the Rule 317.1 Exclusion Plan and becomes a
Major Stationary Source will not be eligible to submit another application for a Rule 317.1
Exclusion Plan.
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3.1. INTRODUCTION

PR 317.1 is applicable to major stationary sources of VOC and/or NOx, and will impact major
stationary sources of VOC and/or NOx located in South Coast Air Basin and the Coachella
Valley.

3.2. AFFECTED SOURCES

The exact number of facilities subject to PR 317.1 is currently unknown because applicability will
be determined from a combination of a subset of the entire universe of Title VV program facilities
and non-Title V program facilities with actual emissions data provided in 2024 and beyond, which
2024 AER data will not be available until the Spring of 2025. While not all Title V program
facilities are Major Stationary Sources of VOC and/or NOX, it is estimated that there are 316
facilities with Title V program permits in the SCAB and 3 facilities with Title V program permits
in the Coachella Valley. As the Title V permitting program excludes or exempts certain emissions,
it may not completely identify all the facilities that may be subject to PR 317.1. As indicated in
Chapter 2, PR 317.1 would be applicable to a facility based on either the facility’s PTE or the
facility’s actual emissions. Therefore, it is estimated that 2 additional facilities might be subject to
this rule based on analysis of 2021 AER emissions of VOC and/or NOx. To determine applicability
to PR 317.1, a facility’s emissions in 2024 and later will be used.

3.3. EMISSIONS IMPACT

Staff does not anticipate any direct emissions impact from PR 317.1 as it does not have any
emissions requirements. However, as CAA section 185 requires that major stationary sources of
VOC and/or NOx in nonattainment areas either reduce their emissions by 20% from a baseline
amount or pay a CAA nonattainment fee, PR 317.1 may incentivize Major Stationary Sources to
reduce their emissions to below the baseline amount.

3.4. CALIFORNIA ENVIRONMENTAL QUALITY ACT ASSESSMENT

PR 317.1 has been developed as a government funding mechanism to satisfy federal requirements
without involving a commitment to any specific project that could result in a potentially significant
physical impact on the environment. Therefore, PR 317.1 is not considered a “project” within the
meaning of the California Environmental Quality Act (CEQA) pursuant to CEQA Guidelines
Section 15378 (b)(4).

3.5 SOCIOECONOMIC IMPACT ASSESSMENT

Health and Safety Code Section 40440.8 requires a socioeconomic impact assessment for proposed
and amended rules resulting in significant impacts to air quality or emission limitations. However,
PR 317.1 would not result in significant impacts to air quality or emission limitations.
Nevertheless, a Draft Ssocioeconomic limpact Aassessment has been conducted-prepared and was
released for public review on May 7, 2024. The Final Socioeconomic Impact Assessment is
available in Attachment H of the June 7, 2024, Governing Board Package.as-a-separate-document
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3.6. DRAFT FINDINGS UNDER HEALTH AND SAFETY CODE SECTION 40727
3.6.1. Requirements to Make Findings

Health and Safety Code Section 40727 requires that prior to adopting, amending, or repealing a
rule or regulation, the South Coast AQMD Governing Board shall make findings of necessity,
authority, clarity, consistency, non-duplication, and reference based on relevant information
presented at the public hearing and in the staff report.

3.6.2. Necessity

PR 317.1 is needed to comply with the requirements of the CAA Section 185 requirements for
the 1997 or 2008 8-hour ozone standard.

3.6.3. Authority

The South Coast AQMD Governing Board has authority to adopt PR 317.1 pursuant to the Health
and Safety Code Sections 39002, 40000, 40001, 40440, 40441, 40702, 40725 through 40728,
41511, and 42300 et seq. and CAA Sections 172(e), 182(d), 182(e), 182(f) and 185.

3.6.4. Clarity

PR 317.1 is written or displayed so that its meaning can be easily understood by the persons
directly affected by it.

3.6.5. Consistency

PR 317.1 is in harmony with and not in conflict with or contradictory to, existing statutes, court
decisions, or state or federal regulations.

3.6.6 Non-Duplication

PR 317.1 will not impose the same requirements as or in conflict with any existing state or federal
regulations. The proposed amended rule is necessary and proper to execute the powers and duties
granted to, and imposed upon, the South Coast AQMD.

3.6.7. Reference

By adopting PR 317.1, the South Coast AQMD Governing Board will be implementing,
interpreting or making specific the provisions of the Health and Safety Code Sections 39662

(authorityforcontrel-ofairpoHution); 40000 (non-vehicular air pollution),40001{rulesto-achieve
ambreni—arr—qeahty—etaadarele}- 40440 (rules to carry out the Air Qualrty Management Plan)
%Mgh%pe%&heam;gs}%&@—érrghpeﬁemwwll (rules to requrre source to
determine emissions),—42300-et-seq—(permitting)—42303—(requestsfor-information); and CAA
Sections-116-(Retention-of State-authority)172(e)181,-182; 185 (42 U.S.C. Section 7511d),-and
SOZ(BHIHBHY).
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Table A-1

PR 317.1 Potentially Impacted Major Stationary Sources

ID Name County City
56 University So California, Health Sciences LA Los Angeles
136 Press Forge Co LA Paramount
222 Architectural Woodworking Co LA Monterey Park
346 Frito-Lay, Inc. SB Rancho Cucamonga
392 Taylor-Dunn Mfg Co OR Anaheim
550 LA Co., Internal Service Dept LA Los Angeles
1034 Builders Fence Co Inc LA Sun Valley
1073 Westlake Royal Roofing LLC RV Corona
1334 Soc-Co Plastic Coating Co SB Rancho Cucamonga
1703 Eastern Municipal Water District RV Temecula
2044 G B Mfg Inc/Calif Acrylic, Dba Cal Spas LA Pomona
2526 Chevron USA Inc LA Van Nuys
2619 Martin Luther King Jr Medical Campus LA Los Angeles
2825 MCP Foods Inc OR Anaheim
2846 Vista Paint Corp OR Fullerton
3093 LA Co., Olive View/UCLA Medical Center LA Sylmar
3417 Air Prod & Chem Inc LA Carson
3513 Irvine Ranch Water Dist OR Irvine
3704 All American Asphalt, Unit No.01 RV Corona
3721 Dart Container Corp of California RV Corona
3968 Tabg, Inc LA Long Beach
4242 San Diego Gas & Electric RV Moreno Valley
4477 So Cal Edison Co LA Avalon
5723 Ducommun Aerostructures Inc OR Orange
5973 Socal Gas Co LA Valencia
6384 LA Co., Rancho Los Amigos Nat. Rehab Ctr LA Downey
6979 Riv Co., Waste Mgmt, Badlands Landfill RV Moreno Valley
7068 San Brdo Cnty Solid Waste Mgmt SB Redlands
7371 San Ber Cnty Solid Waste Mgmt- Milliken SB Ontario
7411 Davis Wire Corp LA Irwindale
7416 Linde Inc. LA Wilmington
7417 Eastern Municipal Water Dist RV Perris
7427 Owens-Brockway Glass Container Inc LA Vernon
8220 Providence St Joseph Med Ctr LA Burbank
8309 Cambro Manufacturing Co OR Huntington Beach
8547 Ecobat Resources California, Inc. LA City Of Industry
8582 So Cal Gas Co/Playa Del Rey Storage Fac LA Playa Del Rey
9163 Inland Empire Utl Agen, A Mun Water Dis SB Ontario
9755 United Airlines Inc LA Los Angeles
9898 Scientific Spray Finishes Inc OR Fullerton
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9978

10245
10656

10966
11245
11435
11716
11887
12182
12332

12428
12876

13011
13854
13920
13990
14150
14213
14437
14492
14495
14502
14871
14966
15504
15793
16338
16389
16639
16642
17104
17301
17841
17953
18294
18452
19194
20197
22092
22911
23194
23401

Name
Peter Pepper Products

LA City, Terminal Island Treatment Plant
Newport Laminates

Weber Metals Inc

Hoag Hospital

Pg LLC

Fontana Paper Mills Inc
Nasa Jet Propulsion Lab
Park La Brea

Gatx Corporation

Gold Bond Building Products, LLC.
Foam Fabricators

The Gill Corporation
East Los Angeles College

Providence Saint Joseph Hospital

US Govt, Veterans Affairs Medical Center
Cal. St., Inst. for Women

Long Beach Memorial Medical Center

San Antonio Regional Hospital

Johnson Laminating & Coating Inc

Vista Metals Corporation

Vernon Public

Sonoco Products Co

Va Greater Los Angeles Healthcare Sys
Schlosser Forge Company

Riv Co, Waste Resources Mgmt Dist, Lamb
Kaiser Aluminum Fabricated Products, LLC
Cedars-Sinai Medical Ctr

Shultz Steel Co

Anheuser-Busch LLC., (LA Brewery)

So Cal Edison Co

Orange County Sanitation District

Mc Dowell & Craig Mfg. Co.

Pacific Clay Products Inc

Northrop Grumman Systems Corp
University of California, Los Angeles
Eppink of California

LAC/USC Medical Center
Western Tube & Conduit Corp
Carlton Forge Works

City of Hope Medical Center
Hood Mfg Inc

(0171414
LA

LA
OR

LA
OR
LA
SB
LA
LA
SB

LA
LA

LA
LA
OR
LA
RV
LA
SB
LA
SB
LA
LA
LA
SB
RV
LA
LA
LA
LA
LA
OR
LA
RV
LA
LA
LA
LA
LA
LA
LA
OR

City
Compton

San Pedro
Santa Ana

Paramount
Newport Beach
South Gate
Fontana
Pasadena

Los Angeles
Colton

Long Beach
Compton

El Monte
Monterey Park
Orange

Long Beach
Corona

Long Beach
Upland

Carson
Fontana
Vernon

City Of Industry
Los Angeles
Rancho Cucamonga
Beaumont

Los Angeles
Los Angeles
South Gate
Van Nuys
Norwalk
Fountain Valley
Norwalk

Lake Elsinore

El Segundo

Los Angeles
South Gate

Los Angeles
Long Beach
Paramount
Duarte

Santa Ana

PR 317.1

June 2024




Appendix A: Affected Facilities

Final Staff Report

23487
23752
24450
24647
25070
25513
25638
29110
29411
35302
36738
39855

40806
40841
40915
42514
42633
43436

44577
45262
45489
45746
45938
46268
47781
49111
49805
50299
50310
50418
51003
51475
52742

52743
52753
57390
58044
58563
59225
59237
62862
69646
70021
73367
74060

Name
Royal Paper Box Co
Aerocraft Heat Treating Co Inc
Trend Manor Furniture Mfg Co Inc
J.B. l.Inc
LA Cnty Sanitation District-Puente Hills
Six Flags Themes Pks Inc,Six Flags Magic
Burbank City, Burbank Water & Power
Orange County Sanitation District
LA Co., Sheriff'S Dept
Owens Corning Roofing and Asphalt, LLC
Sorenson Engineering Inc, Frank Sorenson
Mizkan America, Inc

New Basis

The Dot Printer Inc

Freund Baking Co

LA County Sanitation Dist (Calabasas)
LA County Sanitation Districts (Spadra)
Tst, Inc.

Long Beach City, Serrf Project

LA County Sanitation Dist Scholl Canyon
Abbott Cardiovascular Systems, Inc.

Pabco Bldg Products LLC, Pabco Paper, Dba
E.M.E. Inc/Electro Machine & Engineering
California Steel Industries Inc

Ols Energy-Chino

Sunshine Cyn Landfill Republic Serv Inc

LA City, Bureau of Sanit(Lopez Canyon)

San Ber Cnty Solid Waste Mgmt Mid Valley

Waste Mgmt Disp &Recy Servs Inc (Bradley)

O C Waste & Recycling, Olinda Alpha
So Cal Edison Co

So Cal Edison Co

Storopack Inc

Oc Waste & Recycling, Santiago

Oc Waste & Recycling, Prima Deshecha
Advance Truck Painting Inc

San Ber Cnty Solid Waste Mgmt - Colton
Mercury Plastics Inc

Americh Corp

American Security Products Co Inc
Imperial Irrigation District/ Coachella
Oc Waste & Recycling, Frb

Xerxes Corp ( A Delaware Corp)
Monarch Litho Inc

Engineered Polymer Solutions Inc

(0171414

City
Montebello
Paramount
City Of Industry
Rancho Dominguez
City Of Industry
Valencia
Burbank
Huntington Beach
Los Angeles
Compton
Yucaipa
Rancho Cucamonga

Riverside
Irvine
Glendale
Agoura
Pomona
Fontana

Long Beach
Glendale
Temecula
Vernon
Compton
Fontana
Chino
Sylmar
Lake View Terrace
Rialto

Sun Valley
Brea
Ontario
Stanton
Downey

Orange

San Juan Capistrano
Pico Rivera
Colton

City Of Industry
North Hollywood
Fontana
Coachella

Irvine

Anaheim
Montebello

Los Angeles

PR 317.1
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ID
74529
74830

79691
80066

82207
82657

83102
83508

84273
89248

89710
94272
94872
100145
100806

101656
101667

102268
104004
104806
106897
113518

113674
113873

114083
115314

115389
115394
115536
115663

116931
117140

117290

117560
118379
119219

119741

119940
121727

124808
124904

Name
K. F. Fiberglass, Inc.
Thoro Packaging Inc

Vacmet, Inc.
Laird Coatings Corporation

All American Asphalt,All Amer Aggregates

Quest Diagnostics Inc
Light Metals Inc
The Termo Company

Teva Parenteral Medicines, Inc
Old Country Millwork Inc

Royal Cabinets

Rgf Enterprises Inc

Metal Container Corp
Harbor Fumigation Inc
Robinson Helicopter Co Inc

Air Products and Chemicals, Inc.
Ag-Fume Service Inc

Preproduction Plastics, Inc
Micrometals, Inc

Mm Lopez Energy LLC
Ag-Fume Services Inc

Brea Parent 2007, LLC

Usa Waste of Cal (El Sobrante Landfill)
Mm West Covina LLC

Solutions Unlimited, Wilson'S Art Studio
Long Beach Generation, LLC

Aes Huntington Beach, LLC
Aes Alamitos, LLC

Aes Redondo Beach, LLC

El Segundo Energy Center, LLC

Equilon Ent LLC, Shell Oil Prod. U S
AQC, LLC

B Braun Medical, Inc

Equilon Enter, LLC-Shell Oil Prod. US
Arrowhead Regional Medical Ctr
Chiquita Canyon LLC

Jensen Precast

Building Materials Manufacturing Corp
Pacific Pipeline System LLC

Ineos Polypropylene LLC

Los Angeles Times Communications LLC

(0171414
LA
RV

SB
OR

OR
OR

LA
LA

OR
LA

LA
RV
RV
LA
LA

LA
LA

RV
OR
LA
LA
OR

RV
LA

OR
LA

OR
LA
LA
LA

LA
RV

OR

LA
SB
LA

SB

SB
LA

LA
LA

City
Downey
Corona

Rancho Cucamonga
Huntington Beach

Irvine
San Juan Capistrano

City Of Industry
Northridge

Irvine
Los Angeles

Pomona
Corona
Mira Loma
San Pedro
Torrance
Wilmington
Long Beach
Corona
Anaheim
Sylmar

San Pedro
Brea

Corona
West Covina

Fullerton
Long Beach

Huntington Beach
Long Beach
Redondo Beach

El Segundo

Signal Hill
Perris

Irvine
Wilmington
Colton
Castaic

Fontana

Fontana
Long Beach

Carson

Los Angeles

PR 317.1

A-5

June 2024




Appendix A: Affected Facilities

Final Staff Report

ID
126498

127299
127749
128243
129497
132368
134018
136148

136173
136202

138103
139796
139799

139808
139938
140373
140552
140811
141555

144455

145232
146536
147371
148236
148568
149620
149814
150233
151798
151843
152707
153992
156741
157152
157259
157359
157363
159492
160437
162556
163177

166073

167981
169990

171107

Name
Steelscape, Inc

Wildflower Energy Lp/Indigo Gen., LLC
Ultramar, Inc

Burbank City, Burbank Water & Power, SCPPA

Thums Long Beach Co

QG Printing Il LLC

Industrial Container Services-CA LLC
E/M Coating Services

E/M Coating Services
Epsilon Plastics Inc

Transcontinental Ontario Inc

City of Riverside Public Utilities Dept
Lithographix Inc

Inland Empire Regional Composting Author
Sunshine Gas Producers LLC

Ameresco Chiquita Energy LLC
Performance Composites, Inc

Ducommun Aerostructures Inc

Castaic Clay Products, LLC

Lifoam Industries, LLC

Air Industries Company, LLC

Walnut Creek Energy, LLC

Inland Empire Utilities Agency

Air Liquide Large Industries U.S., Lp
Southwest Moulding

Southern California Edison
Sierracin/Sylmar Corp

Pacific Mfg Mgmt, Inc Dba Greneker Solut
Tesoro Refining and Marketing Co, LLC
Insulfoam

Sentinel Energy Center LLC

Canyon Power Plant

Harbor Cogeneration Co, LLC
Bowerman Power Lfg, LLC

Graphic Packaging International, Inc
Henkel Electronic Materials, LLC
International Paper Co

Woodward Hrt- Valencia

Southern California Edison

Glendale City, Glendale Water and Power
Fleetwood Homes, Inc.

Beta Offshore

Tesoro Logistics, Wilmington Terminal
Sps Technologies, LLC

Phillips 66 Co/LA Refinery Wilmington Pl

(0171414
SB

RV
LA
LA
LA
RV
LA
LA

LA
LA

SB
RV
LA

SB
LA
LA
LA
LA
LA

LA

OR
LA
SB
LA
LA
SB
LA
LA
LA
SB
RV
OR
LA
OR
OR
LA
OR
LA
SB
LA
RV

OR

LA
LA

LA

City

Rancho Cucamonga

North Palm Springs
Wilmington

Burbank

Long Beach

Riverside

Montebello
North Hollywood

Chatsworth

Rancho Dominguez

Ontario
Riverside

Hawthorne

Rancho Cucamonga

Sylmar
Valencia
Compton

Monrovia

Castaic

Vernon

Garden Grove
City Of Industry

Chino

El Segundo
Sun Valley
Rancho Cucamonga

Sylmar

Los Angeles

Carson
Chino

North Palm Springs

Anaheim

Wilmington

Irvine
Irvine
Compton
Anaheim
Valencia
Redlands
Glendale
Riverside

Huntington Beach

Wilmington

Gardena

Wilmington
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ID
171109
171320
171326
171327
171329
172005
172077
172878
173846

174406
174655
174694
174703
174704
174705
174710
174711
174727
176339

176377
180908

181426
181667
182157
182561
182563
182752
182753
183415
183501
183567
185352
185600
186899
187165
187823
187885
188380
189790
191386
191415
191420
193314
193318
193344

193552

Name
Phillips 66 Company/Los Angeles Refinery
Phillips 66 Colton Terminal - West
Phillips 66 Pipeline LLC
Phillips 66 Pipeline LLC
Phillips 66 Colton Terminal - East
New- Indy Ontario, LLC
City of Colton
Tesoro Logistics Long Beach Terminal
Azusa Land Reclamation, Inc

Arlon Graphics LLC

Tesoro Refining & Marketing Co, LLC
Tesoro Logistics, Carson Crude Terminal
Tesoro Logistics, Carson Prod Terminal
Tesoro Logistics, East Hynes Terminal
Tesoro Logistics, Colton Terminal
Tesoro Logistics, Vinvale Terminal
Tesoro Logistics, Hathaway Terminal
Tesoro Refining Marketing Company LLC
Becker Specialty Corp.

Tesoro Logistics Marine Terminal 2
Eco Services Operations Corp.

Oc Waste & Recycling, Coyote

Torrance Refining Company LLC

Baxalta US Inc

Colton Power, Lp

Colton Power, Lp

Torrance Logistics Company LLC
Torrance Logistics Company, LLC
Ontario International Airport Authority
Stanton Energy Reliability Center, LLC
Gs I, Inc.

Snow Summit, LLC

Bridge Energy, LLC

Enery Holdings Llc/Lghthp_6_Icegen
Altair Paramount, LLC

Kirkhill Inc

Smithfield Packaged Meats Corp
Valence Surface Technologies - Lynwood
Fleischmann's Vinegar Company, Inc
The Newark Group, Inc. Dba Greif, Inc
Sierra Aluminum,Div of Samuel, Son & Co
Sierra Aluminum, Div of Samuel, Son & Co
Zenith Energy West Coast Terminals LLC
Zenith Energy West Coast Terminals LLC
Sfpp, L.P. - Colton South

Vernon Environmental Response Trust

(0171414

SB
LA
LA
SB
SB
SB
LA
LA

OR
LA
LA
LA
LA
SB
LA
LA
LA
SB

LA
LA

OR
LA
LA
SB
SB
LA
LA
SB
OR
LA
SB
OR
LA
LA
OR
LA
LA
LA
LA
SB
RV
LA
LA
SB

LA

City
Carson
Bloomington
Los Angeles
Torrance
Rialto
Ontario
Colton
Long Beach
Azusa

Placentia
Carson
Carson
Carson

Long Beach
Bloomington
South Gate
Signal Hill
South Gate
Fontana

Long Beach
Carson

Newport Coast
Torrance

Los Angeles
Colton
Colton
Vernon
Terminal Island
Ontario
Stanton
Wilmington
Big Bear Lake
Brea

Carson
Paramount
Brea

Vernon
Lynwood
Montebello
Commerce
Fontana
Riverside
Compton
Long Beach
Bloomington

Vernon
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ID
193561

193691
194023
194175
194203

194343
194733

195338

195423
195802

195849

195925
196103
198222
199197
800003

800016
800022

800026
800030
800032
800037
800057
800074
800075
800080
800088
800113
800128

800129
800168

800170
800189

800193
800198
800202
800209

800214
800234
800236
800263
800265
800278
800279

Name
IBY, LLC
M & J Design Corporation
Fabri Cote

Silver Creek Industries, LLC
Oldcastle Infrastructure

Emd Specialty Materials, LLC
LGM Pharma

Wg Holdings Spv, LLC

Air Products West Coast Hydrogen LLC
Vernon Public Utilities

Mittera California LLC

Olympus Terminals LLC

Shadow Wolf Energy, LLC

Bluescope Coated Products LLC
Tex-Tech Engineered Composites Inc
Honeywell International Inc

Baker Commodities Inc
Calnev Pipe Line, LLC

Ultramar Inc

Chevron Products Co.

Chevron Usa Inc

Demenno-Kerdoon Dba World Qil Recycling
Kinder Morgan Liquids Terminals, LLC

LA City, DWP Haynes Generating Station
LA City, DWP Scattergood Generating Stn
Lunday-Thagard Co Dba World Oil Refining
3M Company

Rohr, Inc.

So Cal Gas Co

Sfpp, L.P.
Pasadena City, DWP

LA City, DWP Harbor Generating Station
Disneyland Resort

LA City, DWP Valley Generating Station
Ultramar Inc

Universal City Studios, LLC.

BKK Corp (Eis Use)

LA City, Sanitation Bureau (Htp)
Loma Linda Univ

LA Co. Sanitation Dist

U.S. Govt, Dept of Navy

Univ of So Cal

Sfpp, L.P.

Sfpp, L.P.

(0171414
LA

OR
LA
RV
RV

SB
OR

LA

LA
LA

OR

LA
LA
SB
LA
LA

LA
SB

LA
LA
LA
LA
LA
LA
LA
LA
RV
RV
LA

SB
LA

LA
OR

LA
LA
LA
LA

LA
SB
LA
OR
LA
LA
OR

City
Irwindale
Anaheim
Los Angeles
Perris
Nuevo

Rancho Cucamonga
Irvine

Los Angeles

Torrance
Vernon

Los Alamitos

Carson

Santa Clarita
Rancho Cucamonga
Gardena
Torrance
Vernon
Bloomington
Wilmington
El Segundo
Montebello
Compton
Carson

Long Beach
Playa Del Rey
South Gate
Corona
Riverside
Northridge

Bloomington
Pasadena
Wilmington
Anaheim

Sun Valley
Wilmington
Universal City
West Covina

Playa Del Rey
Loma Linda
Carson

San Clemente
Los Angeles
Carson
Orange
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ID
800288

800302
800312
800313

800327
800335
800367
800369
800372
800380
800387
800393
800398
800408
800409
800428
800429

800436

Name
Univ Cal Irvine

Chevron Products Company
LA Co Harbor-UCLA Medical Center
Laxfuel Corp

Glendale City, Glendale Water & Power
LA City, Dept of Airports

Ips Corporation

Equilon Enter.LLC, Shell Oil Prod. US
Equilon Enter. LLC, Shell Oil Prod. US
Certified Enameling Inc

Cal Inst of Tech

Valero Wilmington Asphalt Plant
Mask-Off Company, Inc

Northrop Grumman Systems

Northrop Grumman Systems Corporation
Lamps Plus Inc/ Pacific Coast Lighting
Kaiser Foundation Hospital

Tesoro Refining and Marketing Co, LLC

(0171414
OR

OR
LA
LA

LA
LA
LA
LA
LA
LA
LA
LA
LA
LA
LA
LA
LA

LA

City
Irvine
Huntington Beach
Torrance
Los Angeles

Glendale

Los Angeles
Gardena

Van Nuys
Carson

Los Angeles
Pasadena
Wilmington
Monrovia
Manhattan Beach
Redondo Beach
Chatsworth

Los Angeles

Wilmington
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1. Clean Water SoCal Comment Letter, Submitted 03/29/24

X ) CLEAN WATER SOCAL

March 29, 2024

Sent via email to: Britney Gallivan, bgallivan@agmd.gov
Neil Fujiwara, nfujiwara@agmd.gov
Kalam Cheung, kcheung@agmd.gov
Michael Krause, mkrause@agmd.qov

South Coast Air Quality Management District

Attn: Planning, Rule Development, and Implementation
21865 Copley Drive

Diamond Bar, CA 91765

Re: PROPOSED RULE 317.1 — CLEAN AIR ACT NONATTAINMENT FEES FOR 8-HOUR
OZONE STANDARDS

Clean Water SoCal appreciates the opportunity to comment on the Proposed Rule 317.1- Clean
Air Act Nonattainment Fees for 8-hour Ozone Standards.

Clean Water SoCal represents over 80 public water/wastewater agencies in Southern California.
Clean Water SoCal members provide essential water supply and wastewater treatment for
approximately 20 million people in San Diego, Orange, Los Angeles, Santa Barbara, Riverside,
San Bernardino, and Ventura counties. QOur wastewater members provide environmentally
sound, cost-effective management of more than two billion gallons of wastewater each day and,
in the process, convert wastewater into resources for beneficial uses such as recycled water and
renewable energy.

Proposed Rule 317.1 will require major stationary sources, including publicly owned wastewater ™

facilities, to pay for the regions inability to achieve attainment with the 1997 and 2008 federal 8-
hour ozone standards pursuant to Section 185 of the Clean Air Act (CAA). This makes little sense
today because most of the pollution leading to nonattainment is caused by mobile and federal
sources such as cars, trucks, trains, boats, and planes. These sources are regulated by State
and Federal agencies beyond the control of the SCAQMD, but only the major stationary sources
will be required to pay these penalties. Even with the elimination of all stationary sources, the
South Coast Air Basin will not achieve the 1997 or 2008 federal 8-hour ozone standards. Instead,
the penalty should be imposed upon ozone precursor sources that lack adequate emission
controls (i.e., mobile and federal sources). Proposed Rule 317.1 places an unnecessary burden
on the wastewater facilities in the SCAQMD that are classified as major stationary sources. These
facilities provide essential wastewater treatment to the communities in the South Coast Air Basin;
therefore, they cannot relocate or reduce treatment capacity to avoid the inequitable penalties
that Proposed Rule 317.1 will impose. Moreover, these facilities are already required to meet

P.O Box 231565 email: info@scapl.org
Encinitas, CA 92024 phone: 760.415.4332

>~ Comment
1-1
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stringent SCAQMD Best Available Control Technology standards and cannot reduce emissions
to avoid this penalty. It is unfortunate that the fees imposed on these essential public service Comment
facilities won't even address the source of the subject pollution, as intended by the CAA. 1-1 Cont.

As Congressman Henry Waxman, one of the primary authors of the 1990 CAA amendments, told
us in 2010, it was never the intent of the CAA to penalize stationary sources when mobile and
federal sources, beyond the control of air districts, are the reason for nonattainment. Due to this
disconnect, USEPA accepted the concept of “not less stringent” fee or emission reduction
programs in response to nonattainment with the 1-hour federal ozone standard. To our
knowledge, USEPA has not performed a critical high-level review of the 8-hour nonattainment > Comment
problem and the principles contained in their 2010 Section 185 Guidance' should be considered 1-2

to avoid illogical results. In other words, Congress never intended to penalize sources that were
not responsible for ozone nonattainment. Even with the complete closure of all major stationary
sources in the South Coast Air Basin, attainment of the 8-hour standards would not be possible
due to the fact that the majority of ozone-forming emissions are derived from mobile and federal
sources.

The Mojave Desert Air Quality Management District (MDAQMD) adopted Rules 315.1, 315.2 and ")
315.3 to implement Section 185 penalties for nonattainment with the 1997, 2008, and 2015 ozone
standards. All three rules include Section 185 equivalency provisions for USEPA’s consideration.
As described in MDAQMD's staff report USEPA expressed concerns about the approvability of
these rules, but further discussions with USEPA are needed to determine whether potential “not
less stringent” requirements could be acceptable. The San Joaquin Valley Air Pollution Control
District (SJVAPCD) nonattainment fee rules also have equivalency language. We respectfully
request the inclusion of language in Proposed Rule 317.1 that allows SCAQMD to implement
equivalency in the event that USEPA develops new equivalency guidance. We understand that
SCAQMD staff believe equivalency criteria cannot be met for the 1997 and 2008 standards, . Comment
however the exclusion of such language could set an unreasonable precedence. It is important

for local air districts to have a uniform approach to Section 185 compliance which would 1-3
encourage USEPA to draft new guidance clearly allowing for equitable equivalency programs.

As such, SCAQMD Proposed Rule 317.1 should include additional provision language for the
Cessation of Fees if either of the following occur:

1. If the USEPA approves an equivalent alternative Section 185 fee program.
2. If the USEPA provides guidance for acceptable fee equivalency for non-revoked standard
and/or revoked standards for which the SCAQMD can demonstrate fee equivalency.

-/
! Although this guidance was vacated by the D.C. Circuit Court of Appeals in NRDC v. EPA, 643 F.3d 322 (D.C. Cir.
2011) on procedural grounds, the Court did not prohibit alternative programs.
P.O Box 231565 email: info@scapl.org
Encinitas, CA 92024 phone: 760.415.4332
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CLEAN WATER SoCAL

In addition, Clean Water SoCal requests some additional clarifications in the rule language related ~
to the fee applicability for synthetic minor source facilities, and the applicability for multiple fees.
The MDAQMD rules include provisions limiting the fee collection to a single standard. Clean
Water SoCal requests a similar approach in Proposed Rule 317.1 to reduce the economic burden
and ratepayer impact to public wastewater facilities that will be magnified by the collection of fees
for multiple standards.

Recommended Rule Language:

Clean Water SoCal requests the addition of the following language to the “Exemptions” section
of the “Preliminary Draft Rule Language-Version 2024/03/22" to further clarify the rule.

Cessation of Fees:

+« The owner or operator of a Major Stationary Source shall not be required to remit
CAA Nonattainment Fees, if the USEPA has approved an equivalent alternative
Section 185 fee program for the Applicable Ozone Standard for the Basin. The
CAA Nonattainment Fees will cease in the same calendar year as the approved
alternative program approval.

> Comment
1-3 Cont.

e The owner or operator of a Major Stationary Source shall not be required to remit
CAA Nonattainment Fees if the District has demonstrated fee equivalency in
accordance with USEPA guidance for acceptable fee equivalency for the Basin.
The CAA Nonattainment Fees will cease in the same calendar year as the
demonstrated fee equivalency.
Additional clarifying exemption language:
« No Major Stationary Source permitted as a Synthetic Minor Source facility shall be
required to remit CAA Nonattainment Fees under this rule.
« No facility otherwise subject to this rule shall be required to remit CAA
Nonattainment Fees under this rule for any calendar year in which the Facility
emits verified Actual Emissions equal to or less than 80 percent of its Baseline
Emissions
* No Facility otherwise subject to this Rule shall be required to remit CAA
Nonattainment Fees for more than one Federal ozone standard for any specific
calendar year. A Facility’s applicable CAA Nonattainment Fees for any calendar
year shall be the largest of all such applicable CAA Nonattainment Fees.
~/
Use of Funds:
In addition, affected Clean Water SoCal agencies strongly urge the SCAQMD to develop a fee
distribution program that would facilitate the use of funds collected from the public wastewater
sector to return to the sector for use towards Clean Air Projects implemented by public wastewater
agencies. Clean Water SoCal understands that the focus of the current rule development for

P.O Box 231565 email: info@scapl.org
Encinitas, CA 92024 phone: 760.415.4332

Comment
1-4
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CLEAN WATER SoCAL

CREATING § NABLE SC

Proposed Rule 317.1 is on the regulatory framework for collection of the CAA nonattainment fees

and not the use of funds, however a mechanism for the funds collected from public wastewater

agencies for CAA nonattainment fees to be allocated towards Clean Air Projects by public Comment
wastewater agencies should be considered as part of the program for the use of funds collected 1-4 Cont.
from CAA nonattainment fees.

If there are any guestions regarding these comments, please contact the Clean Water SoCal Air
Quality Committee Chair, David Rothbart directly at (714) 878-9655 drothbart@lacsd.org or
contact me directly at (760) 415-4332 sjepsen@cleanwatersocal.org

Sincerely,

Steve Jepsen

Executive Director — Clean Water SoCal

cc: Clean Water SoCal Air Quality Committee

P.O Box 231565 email: info@scapl.org
Encinitas, CA 92024 phone: 760.415.4332

PR 317.1 B-6 June 2024



Appendix B: Responses to Comments Final Staff Report

1-1 Response

Staff disagrees that PR 317.1 will “place an unnecessary burden on the wastewater facilities” as
the CAA Nonattainment Fees will be collected from Major Stationary Sources of VOC and/or
NOXx regardless of whether PR 317.1 is adopted. PR 317.1 is being developed to implement the
existing requirements of CAA section 185 for the 1997 and 2008 8-hour ozone NAAQS. If a
regulatory pathway is not developed, these Major Stationary Sources would still be required to
comply with CAA section 185 and CAA Nonattainment Fees would instead be collected by the
U.S. EPA.

Additionally, Best Available Control Technology (BACT) standards are implemented at the time
of permitting and new BACT standards would only be triggered if the equipment was modified
with an emissions increase. Equipment which was permitted several years ago, for which there
have been more recent BACT standards established, may not be at current BACT standards.
Examples include the new Tier 4 Final Emergency Engines that were established as BACT/
Lowest Achievable Emission Rate (LAER), or the Rule 1118.1 — Control of Emissions from Non-
Refinery Flares NOx standards. Staff is clarifying how BACT is implemented and acknowledges
that some facilities which have very recently been issued permits for all of their equipment could
be at current BACT levels.

1-2 Response

To clarify, the U.S. EPA allows for a fee equivalency approach for the revoked 1979 1-hour
standard as well as the revoked 1997 8-hour ozone standard, but has determined that it should not
be used for any standard that is not revoked. Please see section “1.4.4. CAA Section 185
Compliance Pathway for 1997 and 2008 Ozone Standards” of this PR 317.1 Staff Report for an
explanation of why CAA Nonattainment Fee collection is necessary for the 1997 and 2008 8-hour
ozone standards.

1-3 Response
Fee Equivalency Approach:

San Joaquin Valley Air Pollution Control District (SJVAPCD) has implemented the following
rules for implementing section 185 requirements:

e Rule 3170 — Federally Mandated Ozone Nonattainment Fee,

e Rule 3171 — Federally Mandated Ozone Nonattainment Fee — 1997 8-Hour Standard

e Rule 3172 — Federally Mandated Ozone Nonattainment Fee — 2008 8-Hour Standard, and

e Rule 3173 — Federally Mandated Ozone Nonattainment Fee — 2015 8-Hour Standard.*
SJVAPCD has only proposed the fee equivalency approach for Rules 3170 and 3171 which are
both for revoked standards where a fee equivalency approach is allowed by the U.S. EPA. Rules
3172 and 3173 are unable to utilize the fee equivalency approach as both address ozone standards
that have not been revoked.

%0 san Joaquin Valley Air Pollution Control District. Rules and Regulations. https://ww?2.valleyair.org/rules-and-
planning/current-district-rules-and-regulations/.
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Mojave Desert Air Quality Management District’s (MDAQMD) has implemented a fee
equivalency approach in:

e Rule 315 - Federal Clean Air Act Section 185 Penalty (1979 Ozone Standard),

e Rule 315.1 — Federal Clean Air Act Section 185 Penalty (1997 Standard),

e Rule 315.2 — Federal Clean Air Act Section 185 Penalty (2008 Standard), and

e Rule 315.3 — Federal Clean Air Act Section 185 Penalty (2015 Ozone Standard).3!
These MDAQMD regulations have not been approved by the U.S. EPA and the U.S. EPA staff
has indicated that the fee equivalency approach is not available for unrevoked ozone standards.
Incorporation of such language would make the rule vulnerable to disapproval as part of the U.S.
EPA state implementation plan (SIP) review process. Please see section “1.4.4. CAA Section 185
Compliance Pathway for 1997 and 2008 Ozone Standards” of this PR 317.1 Staff Report for why
CAA Nonattainment Fee collection is necessary for South Coast AQMD the 1997 and 2008 8-
hour ozone standards.

Payment of Single Largest Standard in Year:

Mojave Desert Air Quality Management District’s (MDAQMD) requires a major stationary source
to only remit the largest applicable CAA Nonattainment Fee for a single ozone standard in any
calendar year in:

e Rule 315.1 — Federal Clean Air Act Section 185 Penalty (1997 Standard),

e Rule 315.2 — Federal Clean Air Act Section 185 Penalty (2008 Standard), and

e Rule 315.3 — Federal Clean Air Act Section 185 Penalty (2015 Ozone Standard).
These MDAQMD regulations have not been approved by the U.S. EPA and the U.S. EPA staff
has indicated that only paying the largest of the applicable CAA Nonattainment Fees in
MDAQMD’s Rules 315.1 may not be approvable.3> 33 Incorporation of such language would make
the rule vulnerable to disapproval as part of the U.S. EPA SIP review process. Please see section
“1.4.4. CAA Section 185 Compliance Pathway for 1997 and 2008 Ozone Standards” of this PR
317.1 Staff Report for why CAA Nonattainment Fee collection is necessary for the 1997 and 2008
8-hour ozone standards.

Applicability to Non-Major Stationary Sources:

PR 317.1 is applicable to facilities that meet this rule’s definition of a Major Stationary Source.
Please refer to the definition of Major Stationary Source in “2.2.3. Definitions — Subdivision (c)”
of this PR 317.1 Staff Report for an explanation of how a Major Stationary Source may no longer
be subject to PR 317. Additionally, please refer to section “2.2.5.3. Enforceable Limitation
Through a Rule 317.1 Exclusion Plan— Paragraph (e)(3)” of this PR 317.1 Staff Report for an
explanation of the enforceable limit to not be subject to nonattainment fee through a Rule 317.1
Exclusion Plan.

31 Mojave Desert Air Quality Management District. Rules and Regulations. https://www.mdagmd.ca.gov/rules/rule-
book/regulation-iii-fees.

32 Mojave Desert Air Quality Management District. (2022, March). Governing Board Meeting Agenda for March
28, 2022. See Doris Lo. (August 16, 2018). Preliminary Review of Mojave Desert AQMD Rule 315.1.
https://www.mdagmd.ca.gov/home/showpublisheddocument/9292/637835283042130000.

33 Mojave Desert Air Quality Management District. (2022, March). Governing Board Meeting Agenda for March
28, 2022. See Donnique Sherman. (March 10, 2022). EPA Comments on MDAQMD Rule 315.1 RE:
Amendment/Adoption of MDAQMD Rule 315 Series).
https://www.mdagmd.ca.gov/home/showpublisheddocument/9292/637835283042130000.
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Actual Emissions Below 80% of Baseline Emissions:

Pursuant to PR 317.1 paragraph (d)(2), no CAA Nonattainment Fees are charged when actual
emissions are less than 80%-pereent of the Baseline Emissions or Alternative Baseline Emissions.
Therefore, there is no need for an exemption from PR 317.1 in this scenario.

1-4 Response

Please see section “1.6. Use of Funds” of this PR 317.1 Staff Report for an explanation of why
guidance on the spending of these potential funds would be determined in the future though a
public process that would be separate from this rulemaking. The South Coast AQMD may consider
prioritizing monies collected to be spent on emissions reduction projects near essential public
services, environmental justice areas, and stationary sources.
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2. Hoag Memorial Hospital Presbyterian Comment Letter, Submitted 04/16/24

Ms, Britney Gallivan

Air Quality Specialist

South Coast Air Quality Management District (SCAQMD)
21865 Copley Drive

Diamond Bar, CA 91765

Work: (909) 396-2792

E-mail: bgalivaniiagmd.gov

April 16, 2024

Subject: Proposed Rule Language to Include Title V Exclusions and Processes; Proposed
Rule 317.1

Dear Ms, Gallivan:

Hoag Memorial Hospital Presbyterian (Hoag Hospital, Facility ID: 11245) is an acute care, not-for-profit
hospital that offers a comprehensive mix of health care services, including Centers of Excellence in cancer,
heart and vascular, neurosciences, women’s health, and orthopedics.

Proposed Rule (PR) 317.1 would impose penalty fees on facilities that have already reduced emissions to Comment
below major source threshold levels. Moreover, the rule does not adequately provide for facilities with 2-1
actual emissions below major source thresholds to leave the Title V program through a Synthetic Minor

facility-wide limit, commonly referred to as a Title V Exclusion. Hoag Hospital provides an example of Comment
why the PR language must include provisions that allow low-emitting facilities the opportunity to exclude 2-2
themselves from Title V in a timely manner to avoid undue fees.

Hoag Hospital currently holds a Title V permit, which is a federal operating permit required for Major ")
Sources of air emissions. The facility submitted the Initial Title V application in 2006 under Application
Number (A/N) 454723 and currently remains a Title V facility. Initially considered a Major Source based
on the potential to emit (PTE) for nitrogen oxides (NO,) and volatile organic compound (VOC) emissions,
Hoag Hospital has been below Major Source thresholds for all pollutant emissions since 2019 due to
emission reduction retrofit projects and reduced actual emissions. In May 2023, Hoag Hospital submitted
a Title V Exclusion application with the request that the facility be made a Synthetic Minor by accepting
a 12-month PTE limit for all criteria pollutants. Hoag Hospital has been working diligently with the South
Coast Air Quality Management District (SCAQMD) to complete processing this Title V Exclusion
application. Since June 2023, Hoag Hospital has been in regular communication with SCAQMD staff,
providing additional supporting data to justify the request for Synthetic Minor status.

Comment
Below is a timeline of Hoag Hospital’s Title V Exclusion activities based on agency correspondence and - 2-3
records obtained from the SCAQMD’s online Facility Information Detail (F.LLN.D.) system:
e May 2023 — Hoag Hospital submitted a Title V Exclusion application package;
¢ June 8, 2023 — Title V Exclusion application received by the SCAQMD (as noted in F.LN.D.);
e June 22, 2023 — E-mail submitied to the SCAQMD in regards to their initial rejection of the
application;
o June 26, 2023 — E-mail submitted to the SCAQMD (Li Chen) in regards to the initial
determination;
* July 18, 2023 — Letter submitted to the SCAQMD challenging the application refusal,;
s August 3, 2023 — Met with SCAQMD staff to discuss the letter and their reservations about the
application; _
hoag.
hoag.org
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October 4, 2023 — Letter submitted to the SCAQMD challenging additional peints made by ")

SCAQMD staff:

October 31, 2023 — March 28, 2024 — Continued follow-up for a status update;
March 29, 2024 — Adan Velasco of the SCAQMD replied that the application cannot be processed

based on internal policy;
April 8, 2024 — Requested the internal SCAQMD policy; and

April 9, 2024 — SCAQMD cannot provide the internal SCAQMD policy.

Processing Title V Exclusions can and should be an important aspect in the implementation of PR 317.1. )
Hoag Hospital, like many Title V facilities, does not significantly cause or contribute to the South Coast
Air Basin’s nonattainment status. Hoag Hospital supports the SCAQMD’s efforts to comply with the
Clean Air Act should the South Coast Air Basin fail to attain the 1997 and/or 2008 8-hour standard with
the implementation of Rule 317.1, but the primary objective of this fee is as a penalty levied on Major
Sources of emissions that have caused or contributed to failure of the region to meet its attainment goals.

We reviewed the PR 317.1 dated March 22, 2024, as part of the Public Consultation Meeting held April

-/

. Comment

2-3 Cont.

3, 2024, during which the SCAQMD did not consider applicability of the rule to Title V facilities who >~ Comment
have applied and are currently in the process of being excluded from the Title V program. As mentioned 2.4
above, Hoag Hospital has applied to the SCAQMD for a Title V Exclusion; therefore, we are requesting
that the SCAQMD examine the following for inclusion into Rule 317.1 implementation:

* Allow an exemption or deferral period in Rule 317.1 (e), Exemptions, for Title V facilities who
have applied for Title V Exclusions with the submittal of Form 500-E and are awaiting SCAQMD
final approval; and

¢ Create a streamlined process and guidelines for Title V facilities submitting a Form 500-E, Title
V Exclusion/Exemption Request, per Rule 301(p)(13) and Rule 306. _/

We appreciate your assistance in addressing this matter.

Sincerely,
Z Xk

Erik Lidecis

Director of Facilities, Energy, & Sustainability

Hoag Hospital

(949) 764-6574

erik.lidecis@ihoag.org

cc: Duane Suby, Hoag Memorial Hospital Presbyterian
Corina Chang, Yorke Engineering, LLC
Peter Moore, Yorke Engineering, LLC
Greg Wolffe, Yorke Engineering, LL.C
Corey Luth, Yorke Engineering, LLC
Gerard Randolph, Yorke Engineering, LLC
Jason Aspell, South Coast Air Quality Management District
Adan Velasco, South Coast Air Quality Management District
Shannon Lee, South Coast Air Quality Management District
Li Chen, South Coast Air Quality Management District
Kelland Chow, South Coast Air Quality Management District

hoags
hoag.org
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2-1 Response

The CAA Nonattainment Fees will be collected fromferm Major Stationary Sources of VOC
and/or NOx regardless of whether PR 317.1 is adopted. The CAA section 185 requires that a Major
Stationary Source of VOC and/or NOx in an area classified as “severe” or “extreme” that has failed
to attain the ozone standard by the assigned attainment dates, either reduce their emissions by 20%
from a baseline amount or pay a CAA nonattainment fee. PR 317.1 is being developed to
implement the existing requirements of CAA section 185 for the 1997 and 2008 8-hour ozone
NAAQS. If a regulatory pathway is not developed, these Major Stationary Sources would still be
required to comply with CAA section 185 and CAA Nonattainment Fees would instead be
collected by the U.S. EPA.

2-2 Response

PR 317.1 applies to Major Stationary Sources that emit or have the PTE more than 10 tons per
year of either VOC or NOx. Pathways already exist for facilities to exit the Title V permitting
program and these pathways are specified on South Coast AQMD website at
https://www.agmd.gov/home/permits/title-v/what-is-title-v-. Please refer to the definition of
Major Stationary Source in “2.2.3. Definitions — Subdivision (c)” of this PR 317.1 Staff Report for
an explanation of how a Major Stationary Source may no longer be subject to PR 317.1.
Additionally, please refer to section “2.2.5.3. Enforceable Limitation Through a Rule 317.1
Exclusion Plan — Paragraph (e)(3)” of this PR 317.1 Staff Report for an explanation of the
enforceable limit to not be subject to the nonattainment fee through a Rule 317.1 Exclusion Plan.

2-3 Response

South Coast AQMD Engineering and Permitting staff reviews every Title V exclusion application
to ensure that facilities meet the criteria to exit the Title V permit program. A facility may be
excluded from the Title VV permit program by either demonstrating that the facilities actual
emissions are below 50% of the Title VV major source thresholds pursuant to Rule 3008 or below
80% of the Title V major source thresholds to take a permit limit pursuant to Rule 3001. So it is
not an arbitrary analysis, it has been staff’s practice to require facilities to demonstrate that the
most recent five years of actual emissions reported through the AER program are under 80% of
the Title VV major source thresholds to provide assurance that the facility can and will comply with
the permit condition that limits the facility’s total emissions to less than the Title VV major source
threshold. As explained in this Staff Report, PR 317.1 includes an exemption for facilities electing
to accept federally enforceable limits through a Rule 317.1 Exclusion Plan. The facility would
have to demonstrate that the facility’s emissions, excluding the emissions listed in this rule’s
definition of Major Stationary Source, were below the major source threshold for the most recent
five calendar years, and be willing to accept conditions to ensure that the facility’s emissions do
not exceed the threshold. Please refer to section “2.2.5.3. Enforceable Limitation Through a Rule
317.1 Exclusion Plan — Paragraph (e)(3)” of this PR 317.1 Staff Report for additional details.
Alternatively, a facility could also request to reduce their permitted PTEs below Major Stationary
Source thresholds, however this approach is dependent on business decisions and process needs
by the facility.

2-4 Response

PR 317.1 has been modified to clarify that facilities with enforceable conditions that reduce
emissions to below the Major Stationary Source thresholds are exempt from payment of applicable
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CAA Nonattainment Fees beginning the calendar year after the calendar year such conditions are
added.

South Coast AQMD’s Title V permit program is separate from PR 317.1. Please contact the South
Coast AQMD engineer assigned to your facility for the process for exiting the Title V permit
program.
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3. Earthjustice, California Communities Against Toxics, California Safe Schools, Center for
Community Action and Environmental Justice, Coalition for Clean Air, Communities for a
Better Environment, Industrious Labs, Natural Resources Defense Council, Sierra Club, and
West Long Beach Association Comment Letter, Submitted 04/17/24

COMMUNITIES

COALITION FOR

ot i FOR A BETTER
ENVIRONMENT
NRDC

e N Pt
E EARTHIUSTICE spe ngustriows iy e

WA
ASSDCIATION

April 17,2024

Britney Gallivan

South Coast Air Quality Management District (South Coast AQMD)
218635 Copley Dr.

Diamond Bar, CA 91765

bgallivan@aqmd.gov

Re: Proposed Rule 317.1
Dear Ms. Gallivan:

The undersigned organizations are grateful for the opportunity to comment on Proposed Rule
317.1. Overall, we remain pleased that the South Coast AQMD has proposed to actually adopt a fee on
the largest stationary sources, as opposed to using an “equivalency” approach for the 1997 and 2008 8-
hour ozone standards. A fee rule is not only a welcome sight but also a legal requirement under Section
185 of the Clean Air Act, which requires that major stationary sources in regions classified “severe” or
“extreme” for ozone that fail to attain are subject to fees. Many of the large facilities that will be subject
to Proposed Rule 317.1 would have paid fees under the originally adopted Rule 317, but the South Coast
AQMD decided to exempt these entities from fees by taking credit for other incentive programs the
legislature and voters approved (e.g. Proposition 1B, Carl Moyer Program, etc.). The end result of this
“equivalency” approach has been corporations — some of them amongst the largest and most profitable
in the world — not having to pay fees or reduce emissions by 20%. The unfortunate reality is this decadal
free pass has meant more pollution in communities, particularly those living in the shadows of oil and
gas infrastructure and in an air basin that is habitually in non-compliance with federal air quality
standards. We anticipate that industry and major polluters will push South Coast AQMD to again
develop a program outside of the clear requirements of Section 185 of the Clean Air Act. As the
following sections outline, a direct fee approach is not only the soundest approach legally. but also
makes the most sense if the South Coast AQMD desires to reduce emissions and address rampant and
persistent environmental injustice.

L Commenters Continue to Object to Rule 317 — the 1-hour Ozone Fee Rule — Because It
Was Adopted Under a False Premise and Exacerbates Environmental Injustice. Comment
In its initial promulgation of a fee program for the 1979 one-hour ozone standard, South Coast 3-1
Page 1 of 10
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AQMD provided that major polluters in non-attainment areas can either pay a fee representative of 20% N
of their NOx and VOCs emissions or reduce their emissions by 20% to comply.! However, lawyers for
industry invented and sold the air district on a credit equivalency program — fundamentally a scheme
under which no polluting facility would have to pay a single cent for their emissions.

In promulgating the final rule, SCAQMD admitted to the fossil fuel lobby’s efforts stating:

“[T]here is substantial opposition to [an initial 2010] fee rule by the regulated
community as the fee burden is significant while the relative contribution by major
stationary sources to ground level ozone is small relative to area and mobile
sources. Further, the applicability of the fee solely to major stationary sources is
seen as unfair given the fact that major stationary sources in the South Coast air
basin are subject to the nation’s most stringent regulations and have reduced their
emissions significantly over the years.”

Ignoring calls for stronger fee provisions, South Coast AQMD capitulated to fossil fuel lobbyists and
instituted an alternative fee program pursuant to Section 172(e), called Rule 317. Rule 317, as amended
on February 4. 2011, and approved as a revision to the California State Implementation Plan (SIP) by
U.S. EPA on December 14, 2012, provides the framework for implementing an alternative fee program
to Section 185, as authorized under CAA Section 172(e). Rule 317 requires the Executive Officer ~ Comment
(“EO”) to establish and maintain a Section 172(e) fee equivalency account (“FEA™) > 3-1 Cont.

Under Rule 317 FEA, South Coast AQMD tracks expenditures from “qualified programs™ and
uses them as credits to offset any Section 185 non-attainment fee obligation incurred by major stationary
sources.* The expenditures for which South Coast AQMD could take credit were “designed to result or
have resulted in direct VOC or NOx reductions in the South Coast AQMD: or have facilitated VOC or
NOx reductions in the South Coast AQMD through vehicle/engine fueling infrastructure or advanced
technology development and demonstration efforts for implementation within the next 10 years.™ In
theory, the hope was that these credits would avoid the need for a facility-specific fee.

Stated differently. instead of collecting a fee from large stationary sources like refineries. South
Coast AQMD decided to take credit for a grab bag of programs fundamentally untethered to limiting
ozone precursors. For example, instead of making Tesoro Refinery pay a fee or reduce emissions by
20%, South Coast AQMD took credit for programs like California Natural Gas Vehicle Partnership to
promote the greater deployment of natural gas vehicles in California. the “Prop 1B Program.” which
provides funding for projects that reduce emissions from goods movement operations. and the Carl
Moyer Program. a voluntary program that provides incentives to private companies to purchase cleaner
than-required engines. equipment, and emission reduction technologies.® Tesoro has paid no fees under _

! Memorandum from EPA Office of Air Quality Planning and Standards. Guidance on Developing Fee
Programs Required by Clean Air Act Section 185 for the 1-hour Ozone NAAQS (Jan. 5. 2010)
https://www3.epa.gov/ttn/naags/aqmguide/collection/cp2/20100105_page_section_185_fee programs.p
df.

1Hd

3 Rule 317. supra note 1, at 5.

* FEA Report. supra note 2. at 2.

>1d. at4.

®7d. at 5-7.

Page 2 of 10
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Rule 317 and did not even have to find and fund the programs that it was credited for itself.

Since no fees are levied on stationary sources. there is also no incentive mechanism to undertake
abatement actions that would reduce emissions by 20%. Thus, SCAQMD’s fee program for the 1-hour
ozone standard amounts to no penalty and instead a paper exercise providing the veneer of a penalty.

Worse yet, incorrect data informed the Rule 317 credit approach. In the 2011 Staff Report
supporting the revisions to Rule 317. staff noted the following: “Staff’s approach builds on that concept
as major stationary sources are already at BACT [“Best Available Control Technology™] or BARCT
[“Best Available Retrofit Control Technology™] with limited potential for further VOC/NOx reductions
through additional control.”’ We now know that this was absolutely incorrect, as many of the largest
stationary sources were not at BACT/BARCT in 2011 and continue to not be at BACT/BARCT today.

In fact. 1 its effort to dismantle the Regional Clean Air Incentives Market (“RECLAIM™). staff
noted the following: “Based on South Coast AQMD’s permit database. well over half of the equipment
at RECLAIM facilities 1s currently not at BARCT. Much of this equipment resides at some of the largest
NOx emitting facilities in the Basin.”® Thus, this failure to impose a fee or compel cleanup of these
highly toxic and polluting facilities was based on an error that gravely understated the extent of
uncontrolled emissions in the South Coast.

The biggest beneficiaries of this “equivalency approach™ are some of the largest oil corporations Comment
in the world. the U.S. Department of Defense. investor owned utilities. amongst others. The following 3-1 Cont.
chart uses data from the South Coast AQMD’s equivalency reports to show what facilities have
benefited most from not paying fees under Rule 317 over a period from 2018 to 2022.

o Bl raciity Name B2z Blz2021 Bl2020 Bl2019 Bl2018 Bvota B
800436 TESORO REFINING AND MARKETING CO, LLC 2,285,791 2,005,909 3,198,819 5,072,875 5,941,797 19,405,191
181667 TORRANCE REFINING COMPANY, LLC 1,193,653 3,066,523 7,728,775 5,044,733 4,694,000 21,727,684
800026 ULTRAMAR, INC 807,107 1,427,858 2,075,271 13823493 1098514 7,232,243
166073 BETA OFFSHORE 1,552,687 1,802,625 1735421 1,624,791 1556991 8,272,515
113518 BREA PARENT 2007, LLC 789,406 805,791 867,659 918229 865192 4,246,277
800263 U.S. GOVT, DEPT OF NAVY 903,397 901,679 926956 914510 895,107 4,541,649

18931 TAMCO 0 0 239241 830,788 410454 1,480,483
155877 MOLSON COORS USA, LLC 0 0 0 782,043 786171 1,568,214
160437 SOUTHERN CALIFORNIA EDISON 241,759 416,510 1002284 _ 765057 1,180,388 3,605,998
171107 PHILLIPS 66 CO/LA REFINERY WILMINGTON PL__ 269,142 625,204 1,081,722 763951 1270234 4010253
151843 INSULFOAM 469,933 462,289 367,802 562,234 562394 2424652

49111 SUNSHINE CYN LANDFILL REPUBLIC SERV, INC | 160,270 182,678 865,090 536,706 478355 2,223,039

94872 METAL CONTAINER CORP 525,506 _ 576,372 _ 536,545 529,067 _ 308,407 _ 2,475,987
800236 LA CO. SANITATION DIST 325,445 450,152 466,355 487,156 485,440 2,223,518
800129 SFPP, LP. 523,250 344,756 443438 800129 372,469  2,484,04.

Proponents of facilities subject to Rule 317 might try to point to the ongoing dismantling of the
RECLAIM program as evidence that South Coast is on track to rectifying its ozone pollution problem.

7 SCAQMD. Proposed Amended Rule 317 Staff Report. at p. p. 317-1 (Feb. 4, 2011),
http://www.aqmd.gov/docs/default-source/Agendas/Governing-Board/2011/2011-feb4-
029.pdf?stvrsn=2.

8 RECLAIM Transition Plan Draft Version 2.0. S. Coast AQMD vii (Dec. 2020). http:/www.aqmd.gov/
docs/default-source/rule-book/Proposed-Rules/regx111/reclaim-transition-plan-draft-version-2-
0.pdf?sfvrsn=6 (“*South Coast AQMD retains broad statutory authority to adopt emission-control
requirements for stationary sources. and that authority may include equipment replacement. as long as
the requirement is not arbitrary and capricious™).
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We remind South Coast AQMD, however, that many compliance dates for RECLAIM facility
equipment have been outdated for a decade or more, so deadly and archaic equipment could continue to Comment

poison communities for years, as the South Coast Air Basin fails to achieve both the 1979 standard and 3-1 Cont.
the 1997 eight-hour ozone standard.

II. The Current Proposal for Rule 317.1 Makes More Sense Than the Rule 317 Approach. ™)

The current staff proposal for the 1997 ozone nonattainment fee makes sense from an air quality
and environmental justice perspective. In fact, if implemented correctly, Proposed Rule 317.1 could be
used as a start to address the environmental injustice associated with the location of some of the largest > Comment
polluting facilities in the region. In addition, it could result in oil refineries and other polluting sources 3-2
hastening implementation of BARCT to turn off the penalties. This would provide desperately needed

relief to communities. _

A. Data From Rule 317 Shows the Largest Stationary Sources Have a Disparate Impacton ")
Overburdened Communities.

The following maps show the concentration of and proximity of major source facilities that are
subject Rule 317 that are adding a significant amount of pollution to these already over-burdened areas.
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While the above map clearly demonstrates the pattern and practice of major sources in communities of
color, the maps below also show a more granular view of the cities in the Air Basin. The red dots
represent facilities covered under South Coast AQMD Rule 317.
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The maps below show locations of Rule 317 facilities in various communities throughout the ™)
South Coast Air Basin.

ity of Long Beach Area
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3-2 A Cont.

Page 5 of 10

PR 317.1 B-18 June 2024



Appendix B: Responses to Comments Final Staff Report

Comment
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City of Log Angeles Area
A R T =

- Comment
3-2 A Cont.

The disparate impacts demonstrated by these maps are clear. Communities that are majority Black and
Hispanic/Latinx are disproportionately burdened. Importantly, failing to collect the required fee on these
stationary sources — as some working group participants suggest — means the precursors to ozone
pollution — VOC and NOx are emitted in these communities, in addition to cumulative impacts from air
toxic reductions that would be foregone if large facilities had to actually pay a fee. So. by not taking a
straight-forward fee approach, South Coast AQMD would forego “section 185°s powerful incentive for
major stationary sources to reduce emissions,” which would continue this legacy of disparate impact.

Besides, since passage of Rule 317, the California Legislature has confirmed the importance of
addressing the harm from industrial sources in Assembly Bill (AB) 617.1% Several of the communities
that have been identified as overburdened pursuant to the AB 617 process host or are impacted by
dozens or more of facilities covered by Rule 317. It is imperative to assess the fee to create an incentive
for emissions reductions. ~

B. In Addition to Addressing Environmental Justice, the Fee Provides a Powerful Incentive to
Move to Zero-Emissions.

During the workgroup meeting. several commenters raised concerns about facilities at BACT
and BARCT having to pay fees. To the extent staff seeks to dig into this issue. we want to highlight >~ Comment
several clarifying points. We remind the Air District that BARCT is constantly evolving. With South 3-2 B Cont.
Coast AQMD revising cost effectiveness thresholds in the last AQMP. it is likely that BARCT levels are
not set at appropriate levels for some categories of equipment. Thus, some facilities claiming to be at

® NRDC v. EPA. 643 F.3d 311. 318 (D.C. Cir. 2011).
10 See generally Cal. Health & Safety Code § 44391.2.
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BARCT may have some additional technologies that could be deployed to reduce emissions. Moreover.

this fee will provide a powerful incentive for facilities with combustion equipment to shift to zero-
emitting equipment as the most recent air plan says needs to happen. Finally, we would be amenable to
discussions of allocating some portion of incentive funds for facilities that are at BARCT to move to
ZEero-emissions.

III.  Specific Comments on Proposed Rule 317.1.
Commenters provide the following feedback on the text of Proposed Rule 317.1:

e The South Coast AQMD should post all requests for Alternative Baseline Emissions on the

South Coast AQMD website. It will be critical to have transparency if industrial sources seek

an alternative baseline.

e The Proposed Rule should require payments sooner. The current rule provides a full 12
months from invoicing. That is an absurd amount of time, and the South Coast AQMD
should consider moving the payment date to four (4) months after invoicing.

e Insection (d)(5) of Proposed Rule 317.1, the proposal provides 120 days for companies that
are truants and do not pay their bills on time. It is not clear why there should be 4 months of

penalty-free amnesty for companies that decide not to pay their fees on time. This is
especially important because facilities will have a full 365 days to pay invoices under the
rule.

¢ Some commenters suggested using the Mojave Air District approach of only requiring one

fee be paid when a region violates multiple standards. This request is patently unlawful, and

we suggest this type of language. which would make the rule legally vulnerable. not be
included in the final rule.

To the extent language changes, we will likely provide additional comments on the proposal.
IV. Discussions on How Funds Should Be Used Must Center Communities.

‘We appreciate staff recognition in the slide provided below that a public process is needed to
decide how funding is allocated.

Implementation - Spending of Funds

improve air quality
»f CAA nonattainment fees

ent PR 5
outh Coast AQMD will receive and

for the 1997 8-hour ozone
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In implementing Proposed Rule 317.1, there must be full engagement of stakeholders from
overburdened communities. The “equivalency”™ approach used in Rule 317. which allowed large
stationary sources to emit without a fee, had disparate impacts on certain communities, including several Comment
that have been identified as AB 617 communities. To repair the harm of allowing this to happen for the 3-7 Cont.
last decade. the South Coast AQMD should center communities in its decisions.

We appreciate your consideration of these comments. and we look forward to the adoption of
these rule amendments to get one step closer to the emissions reductions the region desperately needs.

Sincerely,
Adrian Martinez

Earthjustice

Jane Williams
California Communities Against Toxics

Robina Suwol
California Safe Schools

Ana Gonzalez
Center for Community Action & Environmental Justice

Chris Chavez
Coalition for Clean Air

Julia May
Communities for a Better Environment

Evan Gillespie
Industrious Labs

Ali Hahm
Natural Resources Defense Council

Nihal Shrinath
Sierra Club

Theral Golden
West Long Beach Association
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3-1 Response

We appreciate your comment. Rule 317, or the pathway to implement section 185 requirement for
the 1979 1-hour ozone standard, is outside the scope of this rule development effort under PR
317.1.

3-2 Response

A. Staff appreciates your comment and support for the proposed approach under PR 317.1.
South Coast AQMD agrees that emissions reductions from Major Stationary Sources will
improve the air quality surrounding overburdened communities. However, this comment
fails to consider that the emissions reductions from the incentive programs under Rule 317
are also primarily located in overburdened communities, either as a requirement of the
program or due to how they have been implemented. Moreover, the comment’s assertion
that the incentive programs are “untethered” to emissions reductions is simply incorrect,
as all of the programs currently used for Rule 317 do reduce emissions.

B. South Coast AQMD agrees that transition from combustion equipment to zero-emission
equipment is necessary to achieve attainment with our clean air goals. The CAA
Nonattainment Fees may promote the conversion to zero-emission equipment. Please see
section “1.6. Use of Funds” of this PR 317.1 Staff Report for an explanation of why
guidance on the spending of these potential funds would be determined in the future though
a public process that would be separate from this rulemaking.

3-3 Response

Applications/requests from facilities are not posted on the South Coast AQMD website as they
may contain confidential business information and contain unevaluated information. The final
determinations for any facilities requesting Alternative Baseline Emissions will be available
through the Public Records Request process. Requests may be made here:
https://www.agmd.gov/nav/online-services/public-records.

3-4 Response

Please refer to section “2.2.4.4. Payment Due Date Requirements — Paragraph (d)(4)” of this PR
317.1 Staff Report for additional details regarding the payment due date for the invoice that
includes the CAA Nonattainment Fees for the initial Fee Assessment Year for the Applicable
Ozone Standard. The initial invoice will, at a minimum, bill for the initial year’s CAA
Nonattainment Fees, however, multiple subsequent years may be included if there is a delay in the
finding of failure by the U.S. EPA. Impacted facilities have raised concerns about the payment due
date for the initial invoice as the fee obligation may not be included in the budget and about the
uncertainty of the fee amount for the initial invoice. As such, the initial invoice due date for the
applicable standard is 365 days from the date the invoice is issued to provide the Major Stationary
Source adequate time to incorporate the initial CAA Nonattainment Fees for the Applicable Ozone
Standard into their annual budget. Subsequent invoices would be required to be paid sooner with
a deadline of no later than December 15" of the year of invoice issuance or no later than 75 days
from the date the invoice was issued, whichever is later.

3-5 Response

A Major Stationary Source will only have a payment due date which is 365 days after issuance for
the invoice that includes the CAA Nonattainment Fees for the initial Fee Assessment Year for the
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Applicable Ozone Standard. Please refer to section “2.2.4.5. Failure to Pay Fees Requirements —
Paragraph (d)(5)” of this PR 317.1 Staff Report for additional details regarding the one-hundred
twenty (120) days lapse after the invoice due date before the Executive Officer has the authority
to take action to revoke all Permits to Operate for equipment on the premises. The one-hundred
twenty (120) days are based on a similar requirement which exists in Rule 301 subparagraph
(c)(10)(F) to help ensure that all emission fees and surcharges are paid in full for the AER
submittals.

3-6 Response

PR 317.1 requires CAA Nonattainment Fees for each Applicable Ozone Standard. Please refer to
the “Payment of Single Largest Standard in Year” section of the “1-3 Response” in this PR 317.1
Staff Report for an explanation of why the South Coast AQMD would not require a Major
Stationary Source to only remit the largest applicable CAA Nonattainment Fees for a single ozone
standard in any calendar year.

3-7 Response

PR 317.1is being developed to set the regulatory framework for collection of CAA Nonattainment
Fees for the 1997 and 2008 ozone standards. Overburdened communities may be considered in the
implantation phase of PR 317.1. Please see section “1.6. Use of Funds” of this PR 317.1 Staff
Report for an explanation of why guidance on the spending of these potential funds would be
determined in the future though a public process that would be separate from this rulemaking.
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4. RadTech Comment Letter, Submitted 04/17/24
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April 17,2024

Mr. Michael Krause

Assistant Deputy Executive Officer

South Coast Air quality Management District
mkrause@aqmd. gov

Re: Public Comments Rule 371.1 -- Clean Air Act Nonattainment Fees
Dear Mr. Krausse:

RadTech is pleased to comment on the District’s Proposed Amended Rule 317.1. Our
Association represents over 800 members who are involved in industry sectors ranging from
printing and packaging to nail polish. UV/EB/LED processes are all electric, eliminating the
need for add-on control devices thereby preventing NOx and Greenhouse Gases. The materials
are not formulated with conventional solvents and therefore the emissions of VOCs are
negligible. They are “super-compliant™ as they go above and beyond current rle requirements
and provide the district with excess emission reductions. Our recommendations are as follows:

Baseline Emissions Calculation

We urge the district to recognize the efforts of facilities who have voluntarily reduced their
emissions. There should be an exemption for companies that have invested in clean technology
early on. The baseline calculation may penalize operators who have been good environmental
stewards. Presumably, the emissions from facilities that have implemented clean technology will
be lower than those who have not done so. The baseline emissions of the good stewards will be
lower than those of facilities that did not implement early voluntary emission reductions. The
good operators will have less flexibility because their baseline emissions will be lower. The
district should provide exemptions from Rule 317.1 fees for facilities that have gone above and
beyond district requirements and have done so voluntarily. As an example, facilities that have
transitioned to energy curable processes have most likely phased out processes that generate
Greenhouse Gases like afterburners.

J \

Title V Applicability

During the public consultation meeting, permit holders expressed concern that they may have
been advised by district staff to participate in the Title V program. One commenter stated that
the emissions from his facility were well below the Title V applicability threshold but that permit

> Comment
4-1

> Comment
4-2

engineers had encouraged the facility to stay in the Title V program. Since Proposed Amended _
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Rule 317.1 specifically targets Title V facilities. it is now even more important for facilities to
avoid applicability. Currently. there is no clear procedure on how facilities can petition the
district if they want to get out of the Title V program. We urge the district to explain the process
n the staff report.

Relief from Fees for Clean Technology

In 2010, UV/EB processes were included in Table 1 of district Rule 3008 h (1)(B)(6) (Potential
to Emit Limitations) as alternative operational limits. We urge the district to provide relief from
Rule 317.1 fees to companies that have UV/EB/LED operations that meet the specified limits in
Rule 3008. Rule 317.1 should mirror the existing Title V program rules and the staff report
should provide clarification that the processes listed in Table 1 of Rule 3008 will not be subject
to the Clean Air Act fees contemplated by Rule 317.1.

As I mentioned during the public consultation meeting. we are concerned that Rule 317.1 is
extremely punitive to stationary sources who are not responsible for the majority of emissions in
the South Coast Basin. We hope the district will provide incentives for facilities who have
achieved voluntary emission reductions. We thank you for your consideration. and look forward
to further conversations on our suggestions.

Regards,

Rita M. Loof
Director, Envirommental Affairs

J \
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4-1 Response

Please refer to section “1.4.4. CAA Section 185 Compliance Pathway for 1997 and 2008 Ozone
Standards of this Staff Report for an explanation of why CAA Nonattainment Fee collection is
necessary for South Coast AQMD for the 1997 and 2008 8-hour ozone standards.

4-2 Response

Please refer to the “2-2 Response”, “2-3 Response”, and “2-4 Response” of this PR 317.1 Staff
Report for an explanation of what qualifies as a Major Stationary Source and the existing pathway
for facilities to exit the Title V permit program. The process to exit Title VV has been implemented
since the beginning of the Bistrict’s-South Coast AQMD’s Title V program and there is a dedicated
permit application form posted on the Bistriet’s-South Coast AQMD’s webpage. Each facility
deciding whether to remain or request to exit the Title V permit program is a case-by-case situation
and is dependent on each facility’s actual emissions and PTE at the time of the request. Staff does
not consult facilities on their business decisions, and those decisions are left to the facility based
on their process and economic needs. Staff may provide explanations on each of the permit
application processes for businesses seeking information to support their decisions.

4-3 Response

The Alternative Operational Limits of Table 1 in Rule 3008 — Potential to Emit Limitations (Rule
3008) are not part of Rule 3008 (h)(6). Rather, Table 1 of Rule 3008 is referenced in Rule 3008
(d)(2) for alternative operational limits that require that “[a]ny facility for which 90 percent of the
facility’s emissions from the permitted emission units in every 12-month period are associated
with one of the operations identified in Table 1 shall comply with the corresponding operational
limits in Table 1.” Facilities may elect to use Table 1, which requires a usage limit in every 12-
month period for “Ultraviolet/Electron Beam Cured Operations” be “21,582 gallons of
ultraviolet/electron beam materials not to exceed 50 grams/liter.” Table 1 does not address LED
technologies. Facilities meeting the applicable requirements of Rule 3008 (d)(2) do not meet the
definition of a Major Stationary Source in Regulation XXX - Title V Permits. Similarly, they
would not meet the PR 317.1 definition of a Major Stationary Source and, therefore, not be
applicable to PR 317.1. Please refer to the definition of Major Stationary Source in section “2.2.3.
Definitions — Subdivision (c)” of this PR 317.1 Staff Report for an explanation of what qualifies
as a Major Stationary Source.

4-4 Response

Staff disagrees that PR 317.1 would be “extremely punitive” as the CAA Nonattainment Fees will
be collected from Major Stationary Sources of VOC and/or NOx regardless of whether PR 317.1
is adopted. PR 317.1 is being developed to implement the existing requirements of CAA section
185 for the 1997 and 2008 8-hour ozone NAAQS. If a regulatory pathway is not developed, these
Major Stationary Sources would still be required to comply with CAA section 185 and CAA
Nonattainment Fees would instead be collected by the U.S. EPA. Please see section “1.6. Use of
Funds” of this PR 317.1 Staff Report for an explanation of why guidance on the spending of these
potential funds would be determined in the future though a public process that would be separate
from this rulemaking.
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5. Western States Petroleum Association (WSPA) Comment Letter, Submitted 04/17/24

WV

3.& WSPA

Ramine Ross
Senior Manager, Southern California Region

April 17, 2024

Dr. Kalam Cheung Via e-mail at: kcheung@agmd.gov
Planning & Rules Manager

South Coast Air Quality Management District

21865 Copley Drive

Diamond Bar, CA 917865

Re: SCAQMD Proposed Rule 317.1, Clean Air Act Nonattainment Fees for the 8-Hour
Ozone Standards: WSPA Comments on Preliminary Draft Rule Language

Dear Dr. Cheung,

Western States Petroleum Association (WSPA) appreciates the opportunity to participate in South
Coast Air Quality Management District (SCAQMD or District) Proposed Rule 317.1, Clean Air Act
Nonattainment Fees for the 8-Hour Ozone Standards (PR 317.1). The stated purpose of this
rulemaking is to satisfy requirements as specified in Sections 182(d), 182(e), 182(f) and 185 of
the 1990 amendments to the federal Clean Air Act (CAA) for the 1997 8-hour ozone National
Ambient Air Quality Standard (NAAQS) and the 2008 8-hour ozone NAAQS.' PR 317.1 is
proposed to apply to any Major Stationary Source of volatile organic compounds (VOCs) and/or
oxides of nitrogen (NOx) pursuant to Section 185 of the federal CAA.2

WSPA is a non-profit trade association representing companies that explore for, produce, refine,
transport, and market petroleum, petroleum products, natural gas, renewable fuels, and other
energy supplies in five western states including California. WSPA has been an active participant
in air quality planning issues for over 30 years. WSPA member companies operate petroleum
refineries and other facilities in the South Coast Air Basin that are within the purview of the
SCAQMD and thus will be impacted by PR 317.1.

SCAQMD published the Preliminary Draft Rule Language on March 22, 2024.% WSPA offers the
following comments.

15CAQMD Proposed Rule 317.1 Preliminary Draft Rule Language. Available at: https://www.agmd.gov/docs/default-source/ruls-
book/Proposed-Rules/317.1/pdrl-317-1 2024-03-22 final.pdf?sfursn=16.

2 |bid.
3 Ibid.
I
Western States Petroleum Association 970 West 190th Street, Suite 304, Torrance, CA 90502 310.808.2146 wspa.org
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April 17, 2024
Page 2

1. The United States Environmental Protection Agency (U.S. EPA) previously issued
guidance for alternative methodologies for establishing emissions baselines under
Section 185 of the CAA for the 1-hour Ozone Standard. This methodology should be
allowed under PR 317.1 without accruing additional fees.

PR 317.1(d)(8) states that once EPA issues guidance authorizing an alternative
methodology for calculation of baseline emissions, facilities may submit a request for
alternative baseline conditions if the attainment year is not representative of normal
operating conditions. This would allow facilities to select an alternative baseline using
twenty-four consecutive months out of the past 10 years that are representative of normal
operating conditions.* This policy is presented in the U.S. EPA Guidance on Establishing
Emissions Baselines under Section 185 of CAA for Severe and Extreme Ozone
Nonattainment Areas that Fail to Attain the 1-hour Ozone NAAQS by their Attainment
(Guidance).® The policy is consistent with the method for calculating “baseline actual
emissions” found in U.S. EPA’s regulations for Prevention of Significant Deterioration of Air
Quality (PSD) (40 CFR 52.21(b)(48)).°

According to the Guidance, U.S. EPA determined it is fair and reasonable for a source to
use a 10-year look back period for baseline calculating "actual emissions” because itallows % Comment
the source to consider a full business cycle in setting a baseline emissions rate that 5-1
represents normal operation of the source for that time period.” According to SCAQMD staff,
U.S. EPA may be amenable to the use of this methodology within PR 317.1.

PAR 317.1 is written such that an alternative baseline can be established for facilities only if
the attainment year is not representative of normal operations. WSPA members have taken
a significant number of actions to reduce YOC and NOx emissions as a result of the
reduction of NOx RECLAIM Trading Credits over the past 15 years and the 2016 Air Quality
Management Plan (AQMP) and associated transition of RECLAIM facilities to command and
control rules.® Facilities should be able to receive credit under PR 317.1 for these reductions
in emissions.

Additionally, PAR 317.1(d)(9)(A) states:

The owner or operator of a Major Stationary Source electing to submit an Alternative
Baseline Emissions Request, pursuant to subparagraph (d)(8)(c), shall pay an hourly
staff evaluation rate of $209.31, unless Regulation Ill - Fees assigns a fee amount
associated with evaluating the Alternative Baseline Emissions Request that shall be paid
in lieu of this rate.

7
+bid.
% U.5. EPA Guidance on Establishing Emissions Baselines under Saction 185 of the Clean Air Act for Severe and Extreme Ozone Nonattainment
Areas that Fail to Attain the 1-hour Ozone NAAQS by their Attainment. Available at:
https://www3.epa.gov/ttn/naags/agmguide/collection/cp2/20080321 _harnett_emissions_basline_185.pdf.
840 CFR Part 52. Available at: https://www.ecfr.gov/current/title-40/chapter-I/subchapter-C/part-52/subpart-A/section-52.21.
7 U.5. EPA Guidance on Establishing Emissions Baselines under Section 185 of the Clean Air Act for Severe and Extreme Ozone Nonattainment
Areas that Fail to Attain the 1-hour Ozone NAAQS by their Attainment. Available at:
https://www3.epa.gov/tin/naags/agmguide/collection/cp2/20080321_harnett_emissions_basline_185.pdf.
&8 SCAQMD 2016 AQMP. Available at: hitps://www.agmd.gov/docs/default-source/clean-air-plans/air-guality-management-plans/2016-air-
guality-management-plan/final-2016-agmp/final 2016agmp.pdf.
I
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It is unclear why the District proposes charging an hourly staff evaluation fee if a facility were
to pursue this alternative baseline emissions approach. It is reasonable to expect the District
to engage with facilities and evaluate baseline emissions without additional fees. As stated
in the Public Consultation Meeting on April 3, 2024, staff is considering reserving 10% of the
collected fees for administration and implementation purposes.® According to the
Preliminary Draft Staff Report, the total collected funds in 2025 are (conservatively)
approximated to be ~$26 million per year from 320 Major Stationary Sources in SCAQMD’s
jurisdiction in calendar year 2025, so ~$2.6 million could be set aside in the first year
alone. " Staff would need to demonstrate that the administrative burden for the one-time
assessment of alternative baseline year methodologies would exceed the cumulative funds
reserved for administrative purposes over the timeline of these fee schedules in order to
justify the additional hourly staff evaluation fee. For these reasons, VWWSPA recommends that
the hourly evaluation fee be removed from the rule.

2. SCAQMD should follow the example set by Mojave Desert Air Quality Management
District and revise PR 317.1 such that facilities would be required to pay only one
nonattainment fee should the air basin remain in nonattainment NAAQS, rather than
pay fees on all three NAAQS.

Mojave Desert Air Quality Management District (MDAQMD) Rules 315.1, 315.2, and 315.3
state:11.12.13

No Facility otherwise subject to this Rule shall be required to remit a FCAA Section 185
penalty for more than one Federal ozone standard for any specific calendar year. A
Facility’s applicable FCAA Section 185 penalty for any calendar year shall be the largest
of all such applicable penalties.

SCAQMD stated in the April 3™ Public Consultation Meeting that facilities would be required
to pay nonattainment penalties on each of the 1997, 2008, and 2015 federal ozone
standards, should the basin remain in nonattainment with each standard through 2033 and
2038, effectively “triple dipping” on facilities’ emissions. ™

U.S. EPA’s periodic review and revision of the NAAQS is intended to set standards that
adequately protect public health and public welfare based on the evolving understanding of
the environmental and health impacts of criteria pollutants. The revisions to the standards
do not represent a level of ambient air concentrations corresponding to a separate public
health benchmark, rather they are the standards that would have been established in prior
years had the public health and welfare impacts of these pollutants heen hetter understood.
Consequently, treating nonattainment under each standard for the same pollutant as a

# SCAQMD Public Consultation Meeting for PR 317.1. Available at: https://www.agmd.gov/docs/default-source/rule-book/Proposed-
Rules/317.1/pr317-1_pcm_032924.pdf?sfvrsn=8.

0 5CAQMD Preliminary Draft Staff Report for PR 317.1. Available at: hitps://www.agmd.gov/docs/defauli-source/rule-book/Proposed-
Rules/317.1/pdsr-317-1 2024-03-22 final.pdf?sfyrsn=8.

1 MDAQMD Rule 315.1. Available at: hitps://www.mdagmd.ca.gov/home/showpublisheddocument/9306/637847640024330000.

2 MDAQMD Rule 315.2. Available at: https://www.mdagmd.ca.gov/home/showpublisheddocument/9308/637847619490870000.
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separate violation rather than a continuous evolution of public health sciences unjustly
penalizes stationary sources within the basin.

Revising the approach to the collection of fees would not compromise SCAQMD’s ability to
apply enforcement actions to facilities located in severe or extreme ozone nonattainment
areas, as defined under Section 185 of the Clean Air Act.'® As it currently stands, the South
Coast Air Basin is designated as extreme nonattainment for all three of the 1997, 2008, and
2015 ozone standards.'® WSPA strongly recommends that the District incorporate language
into PR 317.1 similar to that in the MDAQMD rules that address CAA Section 185 penalties,
allowing facilities to remit fees for only one ozone standard in any calendar year.

3. Emissions from equipment that are not federal sources, such as those registered
under the Portable Equipment Registration Program (PERP), should be excluded from
the calculation of Baseline and Actual Emissions.

PR 317.1 (c)(1) defines Actual Emissions as:"”

The mass of emissions of NOx or VOCs emitted by a Major Stationary Source as
reported through SCAQMD’s Annual Emission Report (AER) program and shall include,
but not be limited to the following:

(i) Permitted emissions;
(i) Regulated emissions;
(iif) Fugitive emissions; and
(iv) Unregulated emissions

Baseline Emissions would be calculated based on the lower of Actual Emissions, adjusted
for emission exceedances, or the amount of emissions allowed under permits, plans,
applicable rules, etc.'® Some of the emissions reported under the AER program do not meet
the definition of Major Stationary Source emissions and are not required to be counted
under federal source requirements. Therefore, those emissions should not count towards a
facility's Baseline or Actual Emissions.

PR 317.1 references CAA section 182(e) for extreme Nonattainment Areas, which defines a
“Major Stationary Source” as:'®

Any stationary source or group of sources located within a contiguous area and under
common control that emits, or has the potential to emit, at least 10 tons per year of
volatile organic compounds.

5 Clean Air Act Enforcement for Severe and Extreme ozone nonattainment areas for failure to obtain. Available at:
https://www.govinfo.gov/content/pkg/USCODE-2013-title42 /html/USCODE-2013-title42-chap85-subchapl-partD-subpart2-sec7511d.htm.
61,5, EPA Current Nonattainment Counties for All Criteria Pollutants. Available at: https://www3.epa.gov/airquality/greenbook/ancl.html.

17 SCAQMD Proposed Rule 317.1 Preliminary Draft Rule Language. Available at: https://www.agmd.gov/docs/default-source/rule-
book/Proposed-Rules/317.1/pdrl-317-1_2024-03-22_final.pdf?sfursn=16.

2 Ibid.

% CAA Section 182(e). Available at: https://www.govinfo.gov/content/pkg/USCODE-2013-titled42/html/USCODE-2013-title4 2-chap85-subchapl-
partD-subpart2-sec7511a.htm
I
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Mobile and portable sources are not required to be counted under federal source
requirements. The inclusion of emissions of these sources within the Actual Emissions
impacts the difference between Actual and Baseline Emissions in a given year and
misrepresents the progress being made by stationary sources towards the attainment goals.
WSPA suggests aligning the baseline and actual emission inventories with federal act
requirements.

4. WSPA encourages SCAQMD to develop a resolution to direct the fees collected under
this rule towards programs that facilitate VOC and NOx emission reductions projects
at the Major Stationary Sources from which the fees were paid.

SCAQMD currently plans to defer the decision on how to allocate the funds collected under
PR 317.1 until future proceedings due to uncertainties in the resources necessary to
implement the rule and the amount of future fees that will be collected.?® The South Coast
Air Basin’s nonattainment status primarily results from emissions from mobile sources, and
yet the penalties of nonattainment are solely felt by Major Stationary Sources.?' As such,
WSPA recommends SCAQMD to allocate the funds raised back to those facilities to
implement emission reduction projects.

WSPA appreciates the opportunity to provide these comments related to PR 317.1. We look
forward to continued discussion of this important rulemaking. If you have any questions, please
contact me at (310) 808-2146 or via e-mail at rross@wspa.org.

Sincerely,

fmis Yoo
Cc: Wayne Nastri, Executive Officer, SCAQMD
Sarah Rees, Deputy Executive Officer, SCAQMD
Michael Krause, Assistant Deputy Executive Officer, SCAQMD
Neil Fujiwara, Program Supervisor, SCAQMD
Britney Gallivan, Air Quality Specialist, SCAQMD
Patty Senecal, Senior Director, WSPA

# SCAQMD Public Consultation Meeting for PR 317.1. Available at: https://www.agmd.gov/docs/default-source/rule-book/Proposed-
Rules/317.1/pr317-1_pcm_032524.pdf?sfursn=8

2 SCAQMD Final 2022 AQMP Chapter 3: Base Year and Future Emissions. Available at: https://www.agmd.gov/docs/default-source/clean-air-
lan/final-2022-agmp/06-ch3.pdf?sfvrsn=18.

Western States Petroleum Association 970 West 190th Street, Suite 304, Torrance, CA 90502 310.808.2146 wspa.org

) \

>~ Comment
5-3 Cont.

- Comment
5-4

PR 317.1

B-33 June 2024



Appendix B: Responses to Comments Final Staff Report

5-1 Response

South Coast AQMD is appreciative of the efforts WSPA members have made to improve air
quality. Unfortunately, these efforts alone were not enough to achieve attainment with the 1997 8-
hour ozone standard. As such, the SCAB and Coachella Valley are subject to the fee collection
requirements of CAA section 185, which determines fee obligations based on emissions relative
to the established Baseline Emissions or Alternative Baseline Emissions. Please refer to the
“2.2.4.9. Alternative Baseline Emissions Request Payment — Paragraph (d)(9)” section of this PR
317.1 Staff Report for an explanation of why South Coast AQMD has set a fee for evaluation of
the Alternative Baseline Emissions Request. At this time, no funds have been reserved for
administration and implementation of PR 317.1.

5-2 Response

Please refer to the “Payment of Single Largest Standard in Year” section of the “1-3 Response” in
this PR 317.1 Staff Report for an explanation of why the South Coast AQMD would not require a
Major Stationary Source to only remit the largest applicable CAA Nonattainment Fee for a single
ozone standard in any calendar year.

5-3 Response

The definition of Actual Emissions has been revised since the release of the Preliminary Draft Rule
Language. Please refer to the definition of Actual Emissions in section “2.2.3. Definitions —
Subdivision (c)” of this PR 317.1 Staff Report. Actual Emissions are VOC and/or NOx emissions
reported to or amended by the Executive Office through the AER program. Actual Emissions
during the Fee Assessment Year would be used to establish Baseline Emissions. Portable
equipment may qualify as emissions from stationary sources as certain portable equipment is
required to be permitted by South Coast AQMD. Also, there could be emissions from PERP
equipment that operates at a Major Stationary Source. As such, staff disagrees that emissions from
PERP shall not be included in determination of the CAA Nonattainment Fees. For questions
regarding which emissions would or would not be included in reporting to the AER program,
please refer to the AER program.3*

5-4 Response

PR 317.1is being developed to set the regulatory framework for collection of CAA Nonattainment
Fees for the 1997 and 2008 ozone standards. Please see section “1.6. Use of Funds” of this PR
317.1 Staff Report for an explanation of why guidance on the spending of these potential funds
would be determined in the future though a public process that would be separate from this
rulemaking. The South Coast AQMD may consider prioritizing monies collected to be spent on
emissions reduction projects at or near essential public services, environmental justice areas, and
stationary sources.

3 For additional information on what to report through AER, see the following document: South Coast Air Quality
Management District. South Coast Air Quality Management District Annual Emissions Reporting, Reporting
Tool - Frequently Asked Questions. https://www.agmd.gov/docs/default-source/planning/annual-emission-
reporting/frequently-asked-questions.pdf?sfvrsn=6.
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6. Stoel Rives, LLP Comment Letter, Submitted 04/23/24

@ Stoel Rives..

:{plll 23.2024 Allison C. Smith
500 Capitol Mall, Suite 1600

Sacramento, CA 95814

D. 916.319.4759

VIA E-MAIL allison. smith(@stoel.com

Mr. Michael Krause

Assistant Deputy Executive Director

South Coast Air Quality Management District
21865 Copley Dr.

Diamond Bar. CA 91765
mkrause@aqmd.gov

Ms. Britney Gallivan

Air Quality Specialist

South Coast Air Quality Management District
21865 Copley Dr.

Diamond Bar. CA 91765
bgallivan@aqmad.gov

Re:  Proposed Rule 317.1
Dear Mr. Krause and Ms. Gallivan:

We would like to take this opportunity to provide comments on the South Coast Air
Quality Management District proposed Rule 317.1, which has the potential to deal a significant
economic blow to regulated businesses in the air basins within the District’s jurisdiction. With
this Rule, the District should aim to satisfy Section 185 of Clean Air Act in a manner that
imposes the least possible burden on the facilities within the District that will be subject to the
rule’s requirements. Our comments and proposed revisions to the proposed Rule. provided
below. are reasonable and practical adjustments that the District can make to ease the burden on
its local businesses without compromising timely compliance with the Clean Air Act.

Alternative Baseline Emissions

We propose certain revisions to the Alternative Baseline Emissions provisions under proposed

Rule 317.1. We appreciate the District proposed an Alternative Baseline Emissions pathway to Comment
help make sure that the new nonattainment fees will be calculated more fairly and accurately. 6-1
Our proposed changes would capture this intent. by ensuring that regulated facilities can

appropriately utilize the Alternative Baseline Emissions option.

123090529 4 0045631-00062
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Definition of Alternative Baseline Emissions

In proposed Rule 317.1(c)(2). “Alternative Baseline Emissions™ is defined as the average
annual actual emissions for two consecutive years within the last ten calendar years. This
definition should be revised to allow for average annual emissions data from two non-
consecutive years. This revision would also be reflected in proposed Rule 317.1(d)(8)(C)(ii) > Comment
with removal of the word “consecutive.” For many regulated facilities, the most representative 6-2
vears of emissions may not be in consecutive years. due to normal fluctuations in production or
operations. Flexibility to incorporate emissions data from two consecutive — or non-consecutive
vears — would allow for calculation of the most representative Alternative Baseline Emissions
period for a given source. /

Determination of Alternative Baseline Emissions

We propose a revision to Rule 317.1(d)(8)(D). for approval of Alternative Baseline
Emissions by the Executive Officer where all requirements delineated in the preceding clause
(d)8)(C) are met. As currently drafted. proposed clause (d)(8)(D) implies that the Executive
Officer has discretion to disallow use of a proposed Alternative Baseline Emissions calculation,
even where all of the requirements of clause (d)(8)(C) have been demonstrated. This would
introduce the potential for a regulated source to be held to an undefined. ambiguous standard.
outside of the delineated requirements of clause (d)(8). in order to use Alternative Baseline
Emissions. We do not believe that is the District’s intent. We would suggest revision of this
g?;}se Eo remove this ambiguity, and also include a timeline for approval by the Executive . Comment
icer:

6-3
The Executive Officer shall approve hasantherized a Major Stationary Source to use this
Alternative Baseline Emissions within 90 days if all requirements identified in clause

(d)(8)(C) are met.

This revision would allow the Executive Office to evaluate a request for Alternative Baseline
Emissions and determine whether all the delineated requirements of clause (d)(8)(C) have been
met prior to authorization of Alternative Baseline Emissions. but would avoid the potential for
rejection of a proposed Alternative Baseline Emissions based on some unspecified or additional
criteria. D

We also propose revisions to certain criteria in clause (d)(8)(C). where requirements are )

unnecessary to adequately demonstrate alternative representative emissions. or unnecessarily
burdensome. First. we propose deletion of proposed Rule 317.1(d)(8)(C)(1v). requiring analysis
of all adopted local. state. and federal rules or regulations that would have restricted a source’s
operations and emissions during the proposed 24-month Alternative Baseline Emissions period. >~ Comment
Such a comprehensive. hypothetical legal analysis is unnecessarily burdensome and complicated 6-4

tor regulated entities. Clause (d)(8)(C)(i11) already requires that a regulated entity provide an
analysis demonstrating that Actual Emissions from the proposed 24-month period represent
typical operations. With this analysis. the District can adequately evaluate whether proposed

123000529 4 0045631-00062
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Alternative Baseline Emissions are representative. To the extent new regulations have impacted Comment
a facility’s operations or emissions in recent times. this would be implicated in the analysis 6-4 Cont

prepared under clause (d)(8)(C)(iii) to support use of an alternative two-year period.
Second. we also propose deletion of proposed Rule 317.1(d)(8)(C)(v1). requiring M
certification that a source’s emissions are irregular. cyclical. or otherwise vary significantly from
vear to year. This certification is unnecessary. If a facility’s pattern of emissions is substantially
variable. this alone shows that emissions are irregular and vary significantly from year to vear. >~ Comment
Moreover. the analysis required under clause (d)(8)(C)(iii). demonstrating that a proposed 24- 6-5
month period represents typical operations. would include an explanation of any irregular.
cyclical. or variable emissions at the source. Therefore. no additional certification is needed.

Lastly. we request that the timeline for submission of an Alternative Baseline Emissions
Report in clause (d)(8)(C) be revised from 120 days to 180 days. from U.S. EPA’s final

nonattainment finding. The preparation of a complete and supported Alternative Baseline > Comment
Emissions Report will require significant efforts by a regulated entity and additional time is 6-6
necessary to meet this burden. /

~

Stationary Source Status During the Attainment Year

We propose deletion of proposed Rule 317.1(d)(8)(B). providing that a stationary source
be major during the entirety of the Attainment Year, as defined. in order to use an alternative L Comment
baseline. A facility is subject to the proposed Rule and potentially substantial Nonattainment 6-7
Fees whether it is a major stationary source prior to. during. or following the defined Attainment
Year. There is no reason for the Alternative Baseline Emissions pathway to be available only to
those facilities that are major during the entirety of the Attainment Year.

\

Timing of Compliance

We would request that certain timelines in the proposed Rule be revised to allow
sufficient time for evaluation and compliance. Regulated businesses need time to manage

compliance with a new program with the potential for such significant impact.
, , _ .~ Comment
Proposed Rule 317.1(d)(6) provides 60 days for a source to confirm or contest the Rule’s
applicability. We request that this timeline be revised to 90 days to allow regulated entities 6-8
sufficient time to evaluate the applicability of this new program to their facilities. Likewise, we
request that the timeline to confirm or contest assigned Baseline Emissions under proposed Rule
317.1(d)(5) be revised from 60 days to 90 days. Regulated entities need adequate time to

evaluate the District’s assignment of Baseline Emissions.

The timeline for the District to take action under proposed Rule 317.1(d)(5) for failure to Comment
pay fees should be extended to one year. California Health and Safety Code Section 42307
provides the District with authority to request a hearing to revoke a permit. but does not dictate a 6-9
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timeline for such action. The District should allow for more than 120 days before this rather
significant step is taken for a late payment of Rule 317.1 fees.

Revise Exemptions for Clarity

J

We propose an additional clause in proposed Rule 317.1(e) to make explicit the
exemption offered to sources that emit less than 80% of their baseline in a given vear. The fee
determination provisions of proposed Rule 317.1(d)(2) stipulate that if actual emissions are less
than or equal to 80% of baseline emissions. no nonattainment fee is assessed for that year. We
suggest a new subsection (e)(3) to provide:

No VOC or NOx CAA Nonattainment Fee shall be assessed for a Fee Assessment Year
where Actual Emissions of VOC or NOx do not exceed 80% of Baseline Emissions or

Comment
6-9 Cont.

>~ Comment
6-10

Alternative Baseline Emissions for VOC or NOx. as applicable. v,

Conclusions

We recognize that factors outside of the District’s control have placed it in a difficult
position and led to the proposed Rule 317.1. Yes. proposed Rule 317.1 represents a significant
new economic burden on regulated stationary sources in the District, unrelated to the sources’
contribution (or lack thereof) to the District’s nonattainment status. It 1s widely acknowledged
that certain air basins in the District would not be able to meet applicable air quality standards,
even if all emitting industries were eliminated in the District. Over 80% of ozone forming
emissions in the District derive from mobile sources. including trucks, cars. airplanes. trains, and
ships. None of these sources are subject to these nonattainment fees. For all these reasons. we
urge the District to revise proposed Rule 317.1 where feasible. to comply with the Clean Air Act
while lessening unnecessary burdens on major stationary sources.

Very truly yours.
Allison C. Smith

Enclosure
cc: Ivan Tether. Esq.. Tether Law

123090529 4 0045631-00062
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(Preliminary Draft Rule Language - Version 2024/03/22)

RULE 317.1 CLEAN AIR ACT NONATTAINMENT FEES FOR §-HOUR OZONE
STANDARDS

(a) Purpose
The purpose of this rule 1s to satisfy requirements as specified in Sections 182(d). 182(e).
182(f) and 185 of the 1990 amendments to the federal Clean Air Act (CAA) for the 1997 8-
hour ozone National Ambient Air Quality Standard (NAAQS) and the 2008 8-hour ozone
NAAQS.

(b) Applicability
(1)  This rule shall become applicable if and when the U.S. Environmental Protection
Agency (EPA) makes a final finding that a Basin has failed to attain the 1997 8-hour
ozone NAAQS or the 2008 8-hour ozone NAAQS by the applicable Attainment Date.
(2) Except as otherwise provided as exempt in subdivision (e). this rule is applicable to
any Major Stationary Source of Volatile Organic Compounds (VOC) and/or Nitrogen
Oxides (NOx).

(c) Definitions

For the purpose of this rule. the following definitions shall apply:

(1) ACTUAL EMISSIONS means the mass of emissions of NOx or VOCs. which are
emitted by a Major Stationary Source to the atmosphere during a calendar year.
reported to or amended by the Executive Officer. through the South Coast AQMD’s
Annual Emissions Report (AER) program and shall include. but not be limited to
the following:

(i)  Permirtted emissions:;
(1) Regulated emissions;
(iii) Fugitive emissions: and
(iv) Unregulated emissions

(2) ALTERNATIVE BASELINE EMISSIONS means a Major Stationary Source’s
VOCs or NOx average annual Actual Emissions for two eesseentire-years within up
to the last ten (10) calendar years prior to and including the Attainment Year. not to
exceed emissions allowed through the permit(s). plan(s). applicable rules(s). and
implementation plan(s).

123091083.1 0045631-00062 PR 317.1-1
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(4)

()

©)
™

123001083.1 0045631-00062

ANNUAL CAA NONATTAINMENT FEE RATE means $5.000 (in 1990 dollars).

adjusted for inflation annually, beginning in the year after 1990, by the percent change

in consumer price index (CPI). if any. pursuant to CAA Sections 185(b)(3) and
502(b)(3)(B)(v). The Annual CAA Nonattainiment Fee Rate is published annually for
each calendar year in a memorandum by the U.S. EPA.

APPLICABLE OZONE STANDARD means either the 1997 8-hour ozone NAAQS
or 2008 8-hour ozone NAAQS, as applicable.

ATTAINMENT DATE means the U.S. EPA approved date. established pursuant to
the CAA. by which a Basin must attain a federal NAAQS. Where no such U.S. EPA

approval exists, the date of the Basin’s maximum statutory attainment date for that

standard.

ATTAINMENT YEAR means the calendar year containing the Attainment Date.
BASELINE EMISSIONS means a Major Stationary Source’s VOC and/or NOx

emissions, for which a source qualifies as a Major Stationary Source. Baseline

Emissions for VOC and/or NOx are calculated separately for each Applicable

Ozone Standard. and as follows:

A)

(B)

(©)

For a Major Stationary Source which was a Major Stationary Source during

the entirety of the Attainment Year, the Baseline Emissions is the lower of:

@)

(ii)

The Actual Emissions. not to exceed emissions allowed through the
permit(s), plan(s). applicable rule(s), and implementation plan(s).
during the Attainment Year or

The amount of emissions allowed under permit(s). plan(s). applicable

rule(s). and implementation plan(s) during the Attainment Year.

For a Major Stationary Source that becomes subject to this rule during the

Attainment Year, the Baseline Emissions is the lower of:

()

(ii)

The Actual Emissions, not to exceed emissions allowed through the
permit(s), plan(s). applicable rule(s). and implementation plan(s). for
the operational period as a Major Stationary Source in the Attainment
Year. extrapolated over the entire Attainment Year or

The amount of emissions allowed under permit(s). plan(s). applicable
rule(s). and implementation plan(s) for the operational period as a
Major Stationary Source in the Attainment Year. extrapolated over the

entire Attainment Year.

For a Major Stationary Source that becomes subject to this rule after the

Attainment Year, the Baseline Emissions is the lower of:

PR 317.1-12
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(®)

©

(10)

(1n

12)

(13)

(14)

(i) The Actual Emissions for the operational period in the initial calendar
year of operation as a Major Stationary Source. not to exceed
emissions allowed through the permit(s). plan(s). applicable rule(s).
and implementation plan(s). extrapolated over the entire initial year of
operation as a Major Stationary Source or

(ii)  The amount of emissions allowed under permit(s). plan(s). applicable
rule(s). and implementation plan(s). for the facility for the operational
period in the initial calendar year as a Major Stationary Source,
extrapolated over the entire initial year as a Major Stationary Source.

BASIN means either the South Coast Air Basin or Riverside County portion of the
Salton Sea Air Basin (Coachella Valley). The boundaries of each Basin shall be as
defined by 40 Code of Federal Regulations. Section 81.305.

CAA NONATTAINMENT FEE means the federally mandated ozone NAAQS
nonattainment fee assessed to a Major Stationary Source for excess emissions of
VOC and NOx air contaminants pursuant to Section 185 of the CAA. Tt is the
summation of the annual VOC CAA Nonattainment Fee and the annual NOx CAA
Nonattainment Fee.

EXTENSION YEAR means the year that the U.S. EPA may granf, pursuant to
Section 181(a)(5) of the CAA and upon the state’s request. an extension of the
Attainment Date.

FEE ASSESSMENT YEAR means the calendar year in which emissions occurred
for which the CAA Nonattainment Fees are being calculated and assessed under the
provisions of this rule for each Applicable Ozone Standard.

MAIJOR STATIONARY SOURCE means a Major Stationary Source as defined in
CAA sections 182(d). 182(e). 182(f) and 185 and is required to operate under the
authority of a Title V Program facility permit.

NITROGEN OXIDES (NOx) means the sum of nitric oxides and nitrogen dioxides
emitted. calculated as nitrogen dioxide.

VOLATILE ORGANIC COMPOUNDS (VOC) means the sum of any volatile
compound of carbon, excluding methane, carbon monoxide, carbon dioxide. carbonic

acid. metallic carbides or carbonates, ammonium carbonate. and exempt compounds.

(d) Requirements

(1) Fee Assessment
The Executive Officer shall assess the CAA Nonattainment Fees for each Applicable
Ozone Standard:
123091083.1 0045631-00062 PR 317.1-3

PR 317.1

B-41 June 2024

Final Staff Report



Appendix B: Responses to Comments Final Staff Report

Proposed Rule 317.1 (Cont.) (Version 2024/03/22)

(A)  Beginning the calendar vear after the Attainment Year for a:
(i)  Major Stationary Source which was a Major Stationary Source during
the entirety of the Attainment Year: or
(i)  Major Stationary Source that becomes subject to this rule during the
Attainment Year: or
(B) Begimnming the calendar year after the calendar year used to establish Baseline
Emissions for a Major Stationary Source that becomes subject to this rule after
the Attainment Year.
(2) Fee Determination
Beginning the calendar year after the applicable Attainment Year. the CAA
Nonattainment Fee shall be the Annual CAA Nonattainment Fee Rate for the
applicable Fee Assessment Year per ton of Actual Emissions of VOC and/or NOx
during the Fee Assessment Year that exceed 80% of the Baseline Emissions or
Alternative Baseline Emissions. For each Major Stationary Source, the CAA

Nomnattainment Fee shall be calculated as follows:

VOC CAA Nonattainment Fees =
Annual CAA Nonattainment Fee Rate » [Ay — (0.8 = By)]

NOx CAA Nonattainment Fees =
Annual CAA Nonattainment Fee Rate » [Ax — (0.8 < By)]

CAA Nonattainment Fees =
NOx CAA Nonattainment Fees + VOC CAA Nonattainment Fees

Where:

o For a Major Stationary Source of VOC:
e Ay =Actual Emissions of VOC for the applicable Fee Assessment Year (in
tons per yvear). If Ay 1s less than or equal to 80% of By. there shall be no VOC
CAA Nonattainment Fee assessed for the Fee Assessment Year.
¢ By = Baseline Emissions or Alternative Baseline Emissions for VOC (in
tons per year).
o For a Major Stationary Source of NOx:
e Ay = Actual Emissions of NOx for the applicable Fee Assessment Year (in
tons per vear). If Ay is less than or equal to 80% of By. there shall be no
NOx CAA Nonattainment Fee assessed for the Fee Assessment Year.
e Bx=Baseline Emissions or Alternative Baseline Emissions for NOx (in tons

per year).

123001083.1 0045631-00062 PR 317.1-4
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Proposed Rule 317.1 (Cont.) (Version 2024/03/22)

3)

)

(6)

Annual Reporting and Payment

(A)  The owner or operator of a Major Stationary Source shall annually report all
Actual Emissions. regardless of whether the owner or operator received notice
from the Executive Officer.

(B)  The owner or operator of a Major Stationary Source shall, for each applicable
Fee Assessment Year. which includes the years prior to the U.S. EPA making
a final finding that a Basin has failed to attain the Applicable Ozone standard,
pay the appropriate CAA Nonattainment Fees. determined pursuant to
paragraph (d)(2). regardless of whether the owner or operator received notice
trom the Executive Officer.

Payment Due Date

Unless a later date. not to exceed 365 days from the applicable due date. is specified

by the Executive Officer, the owner or operator of a Major Stationary Source,

regardless of whether the owner or operator received notice from the Executive

Officer. shall submit full pavment for:

(A) The mvoice that includes the CAA Nonattamment Fee for the initial Fee
Assessment Year for the Applicable Ozone Standard for the Major Stationary
Source. no later than 365 days from the date the invoice is issued by the
Executive Officer: and

(B) An invoice subsequent to the first invoice that included the CAA
Nonattainment Fee for the initial Fee Assessment Year for the Applicable
Ozone Standard for the Major Stationary Source. either:

(i) No later than December 15® of the year the invoice is issued by the
Executive Officer; or
(i)  No later than 75 days from the date the mvoice is issued by the
Executive Officer, whichever is later.
Failure to Pay Fees

If ene-hundred-went—120)-davshaveone vear has elapsed since the invoice due

date and all CAA Nonattainment Fees have not been paid in full. the Executive
Officer may take action to revoke all Permits to Operate for equipment on the
premises, as authorized

in California Health and Safety Code Section 42307.
Notice of Rule Applicability

No later than 6890 days after a notice is issued by the Executive Officer that the
facility is a Major Stationary Source subject to this rule, the owner or operator of a
Major Stationary Source shall confirm or contest the Major Stationary Source’s rule
applicability.
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(7) Notice of Baseline Emissions

No later than €690 days after a notice is issued by the Executive Officer specitying

the Baseline Emissions for the Major Stationary Source, the owner or operator of a

Major Stationary Source shall confirm or contest the assigned Baseline Emissions.

(8)  Alternative Baseline Emissions

It the owner or operator of a Major Stationary Source requests to use an Alternative

Baseline Emissions to determine the CAA Nonattainment Fee. the following

requirements shall be met:

(A) U.S. EPA has issued guidance authorizing an alternative methodology for
calculation of a Major Stationary Source’s Baseline Emissions, pursuant to
CAA Section 185(b)(2) for the Applicable Ozone Standard. that is consistent
with the methodology specified in subparagraph (d)(8)(C) and requirements
specified in subparagraphs (d)(8)(B) and (d)(8)(D).

(B) The Major Stationary Source was a Major Stationary Source during the
entirety of the Attainment Year:

(C) No later than 120 days after the end of the Attainment Year or no later than
128180 days after the U.S. EPA makes a final finding that the Basin has
failed to attain the Applicable Ozone Standard by the applicable Attainment
Date, whichever is later, the owner or operator of a Major Stationary Source
submits to the Executive Officer an Alternative Baseline Emissions Request
that contains the following:

(1) An Alternative Baseline Emissions Report including Actual
Emissions. not to exceed emissions allowed through the permit(s),
plan(s). applicable rule(s). and implementation plan(s). for each of the
relevant ten (10) calendar years preceding and including the
Attainment Year:

(ii) Identification of the twenty-four eensecutie-months representing
typical operations:

(a) For a Major Stationary Source without an electrical steam
generating unit(s). within the last relevant ten (10) calendar
vears prior to and including the Attainment Year selected: or

(b) For a Major Stationary Source with an electrical steam
generafing unit(s). within the last relevant five (5) calendar
vears prior to and including the Attainment Year selected or.
with justification. the relevant five (5) calendar years prior to
the aforementioned calendar years:

123091083.1 0045631-00062 PR 317.1-6
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9

(e) Exemptions

D)

(iii)

(iv)

(vit)

An analysis demonstrating that the Actual Emissions. not to exceed
emissions allowed through the permit(s). plan(s). applicable rules(s).
and implementation plan(s). from the average of the twenty-four

months. identified pursuant to clause (d)(8)(C)(11). represent typical

operations:

The average annual emissions of the twenty-four months, identified in
clause (d)(8)(C)(11). not to exceed emissions allowed through the
permit(s). plan(s). applicable rules(s), and implementation plan(s).

considering the impacts identified in clause (d)(8)(C)(iv):

Any other information as required by the U.S. EPA guidance: and

The Executive Officer shall approvehass—sautherized a Major Stationary
Source to use this Alternative Baseline Emissions within 90 davs if all
requirements identified in clause (d)(8)(C) are met.

Alternative Baseline Emissions Request Payment

(A)

®)

The owner or operator of a Major Stationary Source electing to submit an

Alternative Baseline Emissions Request. pursuant to subparagraph (d)(8)(c).

shall pay an hourly staff evaluation rate of $209.31. unless Regulation IIT -

Fees assigns a fee amount associated with evaluating the Alternative Baseline

Emissions Request that shall be paid in lieu of this rate.

The owner or operator of a Major Stationary Source shall submit full payment

of the amount invoiced no later than 60 days from receiving the invoice for

evaluation of the Alternative Baseline Emissions Request.

(1) Extension Year
The owner or operator of a Major Stationary Source shall not be required to remit
CAA Nonattainment Fees under this rule during any calendar vear that is considered
a Basin’s Extension Year for the Applicable Ozone Standard.
(2) Cessation of Fees
123001083 1 0045631-00062 PR317.1-7
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The owner or operator of a Major Stationary Source shall not be required to remit
CAA Nonattainment Fees for an Applicable Ozone Standard once the Basin has
been redesignated by U.S. EPA to attainment for that Applicable Ozone Standard
or, for a revoked Applicable Ozone Standard. if U.S. EPA has terminated the anti-
backsliding requirement associated with the CAA Nonattainment Fees for the
Applicable Ozone Standard. The CAA Nonattainment Fees will cease in the same

calendar year as the redesignation or termination.

(3) _ Baseline Emissions Threshold

No VOC or NOx CAA Nonattainment Fee shall be assessed for a Fee Assessment

Year where Actual Emissions of VOC or NOx do not exceed 80% of Baseline

Emissions or Alternative Baseline Emissions for VOC or NOx. as applicable.

123091083.1 0045631-00062 PR 317.1-8
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6-1 Response

The South Coast AQMD appreciates your support of the inclusion of an Alternative Baseline
Emissions pathway.

6-2 Response

As discussed in section “1.3.2. Alternative Baseline Emissions” of the PR 317.1 Staff Report, the
requirements in PR 317.1 are in alignment with the Alternative Baseline Emissions guidance,
established by the U.S. EPA on March 21, 2008, in which the U.S. EPA determined that 24-
consecutive month period is reasonable. The guidance did not allow the use of non-consecutive
months or years.

6-3 Response

A Major Stationary Source shall be allowed to use Alternative Baseline Emissions only if such
request has been evaluated and approved by the Executive Officer to ensure the conditions
described in the guidance established by U.S. EPA are met. Submission of an Alternative Baseline
Emissions Request alone does not allow the use of Alternative Baseline Emissions. The
Alternative Baseline Emissions Request requires evaluation by the South Coast AQMD and will
only be approved if the South Coast AQMD believes there is adequate evidence to authorize the
use of Alternative Baseline Emissions. The proposed rule language has been revised since the
release of the Preliminary Draft Rule Language to clarify the basis of approval of the request.

6-4 Response

The intent is that the impacts from other requirements are evaluated to ensure Alternative Baseline
Emissions represent typical operations. As the Major Stationary Source is most knowledgeable of
their process and business decisions, they are required to identify if any changes in emissions are
due to changes made in response to any local, state, or federal rules or regulations. Without this
analysis, a facility may present a proposed Alternative Baseline Emissions which does not account
for emissions reductions which are currently required.

6-5 Response

As discussed in section “1.3.2. Alternative Baseline Emissions” of the PR 317.1 Staff Report, the
South Coast AQMD is establishing these requirements in alignment with the Alternative Baseline
Emissions guidance established by the U.S. EPA on March 21, 2008, which requires that
Alternative Baseline only be used if a source’s annual emissions are “irregular, cyclical, or
otherwise vary significantly from year to year.” PR 317.1 clause (d)(8)(C)(ii) requires an analysis
for representation of typical operations and makes no mention of requirements that the emissions
be “irregular, cyclical, or otherwise vary significantly from year to year.” PR 317.1 clause
(d)(8)(C)(ii) would not be duplicative of PR 317.1 clause (d)(8)(C)(vi).

6-6 Response

A facility may begin preparing their Alternative Baseline Emissions Request at any time and does
not need to delay preparation until after the Attainment Year or until after the U.S. EPA makes a
final finding that the Basin has failed to attain the Applicable Ozone Standard by the applicable
Attainment Date. In consideration of this comment, PR 317.1 has been revised to from “no later
than one-hundred twenty (120) days” to “no later than one-hundred eighty (180) days” after the
end of the Attainment Year or no later than one-hundred twenty (120) days after the U.S. EPA
makes a final finding that the Basin has failed to attain the Applicable Ozone Standard by the
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applicable Attainment Date, whichever is later. In making a finding of failure to attain, the U.S.
EPA typically first issues a proposed rule and adopts a final rule within a few months (sometimes
longer). As this requirement is the later of two options, one-hundred twenty (120) days from
whenever the U.S. EPA makes a final finding that the Basin has failed to attain the Applicable
Ozone Standard by the applicable Attainment Date should allow ample time (more than one-
hundred eighty (180) days after U.S. EPA’s proposed rule) for the preparation of an Alternative
Baseline Emissions Request.

6-7 Response

A facility qualifying as a Major Stationary Source after the start of the Attainment Year shall not
be eligible to use Alternative Baseline Emissions as the Alternative Baseline Emissions would then
be representative of their operations as a non-major stationary source instead of those as a Major
Stationary Source.

6-8 Response

PR 317.1 has been revised as recommended to allow 90 days to challenge rule applicability and
Baseline Emissions.

6-9 Response

PR 317.1 was revised from one-hundred twenty (120) days from the invoice due date to one-
hundred twenty (120) days from the payment due date to provide clarity. Please refer to the section
“2.2.4.5. Failure to Pay Fees Requirements — Paragraph (d)(5)” of the PR 317.1 Staff Report for
an explanation of why the Executive Officer may take action to revoke all Permits to Operate for
equipment on the premises if one-hundred twenty (120) days have lapsed since the payment due
date.

6-10 Response

Please refer to the “Actual Emissions Below 80% of Baseline Emissions” section of the “1-3
Response” in this PR 317.1 Staff Report for an explanation of why an exemption is not necessary
when actual emissions are less than 80%-pereent of the Baseline Emissions or Alternative Baseline
Emissions.
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7. Latham and Watkins, LLC Comment Letter, Submitted 04/30/24

355 South Grand Avenue, Suite 100
Los Angeles, California 90071-1560
Tel: +1.213.485.1234 Fa: +1.213.801 8763
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Britney Gallivan. Air Quality Specialist Houston Tel Avv
Michael Krause. Assistant Deputy Executive Officer London Tokyo
. . Los Angeles ‘Washington, D.C.
Planning. Rule Development and Implementation Madrid

South Coast Air Quality Management District
21865 Copley Drive
Diamond Bar, CA 91765

Re: Regulatory Flexibility Group Cominents on Proposed Rule 317.1

Dear Ms. Gallivan and Mr. Krause.

We write on behalf of our client. the Regulatory Flexibility Group (“RFG™). with
comments on Proposed Rule 317.1 (*PR 317.17). RFG members include companies in the
refining. utility. and aerospace sectors that operate facilities within the South Coast Air Quality
Management District (“SCAQMD” or the “District”) and that will be required to pay fees pursuant
to PR 317.1.

The RFG appreciates the opportunity to participate in the rulemaking process and provide
these comments. We recognize that Section 185 of the federal Clean Air Act requires the District
to collect nonattainment penalty fees from stationary sources, and that the District’s discretion in
developing PR 317.1 is limited. Where the District does have discretion, however, it should be
used to minimize the burden on the region’s already heavily controlled stationary sources that have
limited feasible opportunities to reduce emissions and avoid penalty fees. Below. we provide
background comments and propose three primary ways in which the District can partially alleviate
the substantial burden of this rule.’

Clean Air Act Section 185 Was Not Intended to Penalize Well-Controlled Stationary Sources

As a backdrop for our proposals, it should be noted that Congress designed Section 185 as
a penalty backstop for failures by a state to regulate major stationary sources. But here. the State Comment
of California and the District have not failed. and the stationary sources potentially subject to PR 7-1
317.1 are among the most — if not the most — controlled sources in the country. The legislative
history of Section 185 acknowledges that Congress intended the fee to function as a penalty for an

! RFG’s proposed amendments in Attachment A also suggest certain revisions to alleviate certain timing burdens
and provide additional certainty for sources looking to utilize the alternative baseline approach.
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area’s failure to attain the ozone standard. but it was not intended to punish individual sources.?

Rather, the Section 185 fee mechanism was designed to serve as an economic incentive if an area
failed to regulate major stationary sources. The fee was intended to encourage stationary sources
to implement the controls that the state had failed to require in order to reduce emissions and avoid
paying the fee.

As the District is well aware. stationary sources in the District’s jurisdiction are already
heavily controlled. leaving scant yet-to-be-implemented controls that will reduce emissions from
these sources. Indeed, as stated in the District’s recent comment letter to EPA, “[SCAQMD has]
established Best Available Retrofit Control Technology (BARCT) standards m rules that impose
strict emission limits for virtually every combustion category of stationary sources to reduce NOx
emissions to the greatest extent feasible.”® The only remaining options. therefore. are to reduce
emissions by curtailing operations or pay the penalty fee.

Moreover, the District’s nonattainment stems primarily from emissions from mobile and
federal sources. not from the stationary sources singled out by Section 185. The District itself
forcefully made this point in response to EPA’s proposed disapproval of SCAQMD’s Contingency
Measure Plan for the 1997 Ozone Standard:

Today. over 80 percent of NOx emissions are from mobile sources.
and of these, it is the trucks. ships, aircraft, locomotives, and similar
heavy-duty engines that are responsible for about three-quarters of
these emissions. Indeed, . . . since 1997 emissions under South
Coast AQMD’s and CARB’s control have declined by 70 percent:
yet the emissions subject to EPA’s authority have only declined 15
percent. . . . It is not possible for our region to meet the 1997 and
future standards without the federal government addressing the
sources under its control.*

The District went on to argue that “[it] does not make sense that a region with the most
stringent rules and largest investments in advanced clean air technology deployment should face
perpetual nonattainment and looming harsh economic sanctions with no ability to resolve the
situation.”™ The same is true here. Because nonattainment is a mobile and federal source problem.
it does not make sense to sanction stationary sources that have no ability to resolve the situation.

Owners of stationary sources have been doing their part for decades to improve air quality
in the region, while mobile and federal sources remain under-controlled. Contrary to

2 See Report of the Committee on Energy and Commerce on HR. 3030, Report 101-490 (May 17, 1990) at 257
(“[Section 185] 15 a State penalty for failure to attain.”).

3 SCAQMD, Comments of the South Coast Air Quality Management District Staff Regarding U S EPA’s Proposed
Disapproval of the South Coast Air Basin Contingency Measure Plan for the 1997 Ozone Standard [Docket ID No.
EPA-R09-OAR-2023-0626-0001] (March 27, 2024), pp.1-2.

*Id at2-3
SId. at4.

-
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Congressional intent and ordinary logic, the imposition of Section 185 fees on stationary sources Comment
within the District is an unfair penalty simply for doing business in the region. The District should
therefore take every opportunity it has to relieve this burden. 7-1 Cont.

The Alternative Baseline Approach Should Be Established Prior to Rule Adoption

The Clean Air Act uses a default baseline of actual emissions during the attainment year to
calculate Section 185 fees. but it allows EPA to issue guidance authorizing the use of actual
emissions averaged over multiple years for sources with emissions that vary from year to year.®
PR 317.1 incorporates an alternative baseline option by allowing a facility to identify a two-year
period that is representative of a source’s typical emissions within the prior ten years.” The District
used the same alternative baseline approach in Rule 317. consistent with EPA guidance issued for
the 1-hour ozone standard.® However. EPA has not issued guidance authorizing the alternative
baseline for the 8-hour ozone standard. Accordingly, we understand PR 317.1 only authorizes the
alternative baseline approach once EPA has issued the requisite guidance. We further understand
that Staff has submitted a request for EPA to issue guidance authorizing use of the alternative
baseline for the 8-hour ozone standard.’

The RFG supports the District’s proposal to include an alternative calculation for a source’s
baseline emissions, and it is grateful for the District requesting that EPA issue guidance that will > Comment
allow such alternative calculation. With respect to the specifics of the alternative calculation 7-2
approach itself, given the significant variability of emissions at certain major sources, we do
recommend revising the language to give the Executive Officer authority to approve an alternative
time period to the twenty-four consecutive months during the preceding 10-years. 1°

Because a source’s emissions baseline is determined once and used to calculate fees for
every subsequent year, if is incredibly important that the baseline accurately represents the
sounrce’s typical actual emissions. As Staff is aware. a source’s emissions during the attainment
year may not be representative of the source’s typical emissions. The alternative baseline approach
therefore provides the needed flexibility to ensure that a source will not be assessed fees calculated
using an unrepresentative baseline.

Because of the critical importance of the baseline to the fundamental accuracy of the fee
determination. the District should not adopt PR 317.1 until EPA issues guidance that definitively
authorizes use of the alternative baseline as proposed in the rule. _

642 US.C. § 7511d(b)(2).

TPR 317 1(d)(8)(C)(ii). The two-year period must be within the prior five years for sources with an electrical steam
generating unit. (Jd.)

§ Rule 317(c)(6)(A); see also EPA, Guidance on Establishing Emissions Baselines under Section 185 of the Clean Air
Act (CAA) for Severe and Exfreme Ozone Nonattainment Areas that Fail to Attain the 1-hour Ozone NAAQS by their
Attainment (March 21, 2008), available at
https://www3.epa gov/ttn/naags/aqgmeguide/collection/cp2/20080321_hamett_emissions_basline 185 pdf.

? SCAQMD, Preliminary Draft Staff Report, Proposed Rule 317.1 (March 2024) p. 2-8

1% Proposed revisions are shown in Attachment A to this letter.
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Collected Fees Should Be Used to Generate Offsets for RECLAIM Facilities Transitioning M

to Command-and-Control

The Clean Air Act does not dictate how the District must use the Section 185 fees that it
collects. As described above. the fees unfairly single out highly controlled stationary sources.
Accordingly. we propose that fees be used in part to generate offsets that will be made available
to Regional Clean Air Incentives Market (“RECLAIM”) facilities as they exit the program.!!

Background

As you are aware. the District is in the process of transitioning facilities out of the
RECLAIM regulatory program for nitrogen oxides (NOx) emissions and into a command-and-
control regulatory structure. One of the more challenging aspects of the proposed transition from
RECLAIM's market-based design to a command-and-control structure relates to the nature of
SCAQMD’s current new source review (“NSR™) programs and. in particular, the offsetting
provisions that would apply to former NOx RECLAIM sources in the future. When the RECLATM
program was launched in 1993, facilities were granted RECLATM Trading Credits (“RTCs”™) equal
to their initial allocation of emissions. Under the RECLAIM program. RTCs are used as both a
BARCT compliance instrument and as NSR offsets.

EPA has taken the position that a NOx RECLAIM facility exiting the program must
surrender its RTCs.12 Without RTCs, the current supply of NOx ERCs on the open market is far
below anticipated future demand if former NOx RECLAIM facilities were transitioned into the
Regulation XIII NSR program.* The lack of NOx ERCs on the open market to meet the needs of
all sources means that a transitioning facility that is unable to generate or acquire sufficient offsets
will be unable to obtain a permit to install new equipment. If such offsets are not available, permits
for the new equipment cannot be issued. Such a facility would be prevented from expanding its
operations or from modemizing its equipment to increase efficiency and throughput, even when
the modemization would include using newer, lower emitting equipment than the equipment
currently in use. Preventing modernization due to a lack of offsets would impede achieving
important modernization co-benefits. including lower air toxics and GHG emissions.

U1 We recognize that a portion of the fees will need to be used to cover the costs of administering the fee program.

121t should be noted that RFG fundamentally disagree with this position. If the NOy RECLAIM NSR program were
to be replaced by a program in which NOx RTCs are no longer available as NSR offsets, then existing NOy RTCs
should be convertible to ERCs. In particular, a facility that holds RTCs in excess of its actual emissions at the time 1t
exits RECLAIM should be allowed to retain the benefit of that corresponding emission reduction by converting the
surplus RTCs to ERCs.

13 The District previously estimated that the average annual offset demand for RECLAIM facilities could be 1,000
1bs/day, which would exceed the total NOx ERCs in the open market, which 1s roughly 800 lbs/day. See RECLAIM
Working Group Meeting Presentation (Feb. 14, 2019) at shde 18; see also SCAQMD, Current and Historical Active
ERC and STERC Lists, available at http://www.aqmd.gov/home/pernuts/emission-reduction-credits/historical-active-
erc-and-sterc-lists.
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Proposal

The District anticipates that it will collect approximately $26 million in Section 185 fees
for the 1997 ozone standard in calendar year 2025 pursuant to PR 317.1.1* We propose that the
District deposit the fees into a “Rule 317.1 RECLAIM Transition Fund” that will be used to. among
other things.!® subsidize the adoption of surplus emission-reducing control equipment and
technologies throughout the District. Reductions in NOx emissions realized through these efforts
would be banked as offsets while the reduction of co-pollutant emissions would benefit overall air Comment
quality. The NOx offsets generated by the Rule 317.1 RECLAIM Transition Fund would then be 7-3 Cont.
banked to be made available to RECLAIM facilities in need of offsets when exiting the program.
To facilitate this, we propose the amendments to PR 317.1 shown in Attachment A to this letter.

Using the fees in this way would alleviate some of the offset burden associated with exiting
the RECLATM program, would aid the District in realizing a successful RECLATIM transition, and
would benefit air quality overall.

The Definition of Actual Emissions Should Be Clarified N

The definition of “actual emissions™ in the preliminary draft rule language introduces
ambiguity regarding the emissions that will be used to calculate a facility’s fee determination.
Paragraph (c)(1) states that actual emissions means the emissions a facility reports through the
District’s Annual Emissions Report (“AER”) program and “shall include, but not be limited to (i)
Permitted emissions: (il) Regulated emissions: (iii) Fugitive emissions: and (iv) Unregulated
emissions.”'® According to the Staff Report. these emissions include. among other things. Comment
emissions from portable equipment. solvents. and architectural coatings.!” However. the AER ~
Reporting Tool — Frequently Asked Questions. cited in the Staff Report as providing additional -4
information on what emissions to report through AER. states that certain portable equipment.
solvents. and architectural coatings are 710t subject to reporting under the AER program.!®

To avoid confusion. we suggest revising the definition of “actual emissions™ in PR 317.1
to refer directly to a facility’s emissions reported through the District’s AER program pursuant to
Rule 301. It should also specifically exclude emissions from equipment registered under CARB’s

1+ SCAQMD, Preliminary Draft Staff Report, Proposed Rule 317.1 (March 2024), p. 3-5. Staff estimates the total
collected for the 1997 standard will gradually decline before leveling out around $19 million in 2029. Id. For the
2008 standard, the District estimates 1t will collect approximately $20 million beginning in 2033. Id.

15 We propose the Fund could also purchase available offsets (e.g. ERCs) in the market and provide them to the
transitioning RECLATM sources.

16 PR 317.1(c)(1) (preliminary draft rule language released March 22. 2024).
17 SCAQMD, Preliminary Draft Staff Report, Proposed Rule 317.1 (March 2024), p. 2-3.

18 See SCAQMD, Annual Enuissions Reporting, Reporting Tool - Frequently Asked Questions (FAQ) (March 2023)
pp- 1-2, available at https://’www.aqgmd.gov/docs/default-source/planning/annual-emission-reporting/frequently-
asked-questions.pdf?sfursn=6. Specifically, the FAQ states that emissions need not be reported from portable
equipment registered under CARB’s Statewide Portable Equipment Registration Program (unless otherwise required),
Clean Air Solvents, and architectural coatings used on structures defined by Rule 1113. Id.
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Portable Equipment Registration Program (“PERP™), as these emissions should not be categorized )

as emitted by the regulated facility. Because the PERP equipment are not owned by or permitted
at the facility. we believe the emissions need not be attributed to the facility under Section 185.1
As shown in Table 1. major sources. like all sources, already pay fees based on emissions. Section
185 fees are punitive and duplicative. so the District should not further punish major sources
unfairly with another layer of duplicative fees not required by the Clean Air Act. We believe
exclusion of PERP emissions is also consistent with other California air district rules addressing
Section 185 penalties.”

Table 1: Fees Paid to District by Facility Type

Major Sources Minor Sources
AER/Rule 301 Fees Yes Yes
Section 185 Fees Yes No
PERP 185 Fees (under current | Potentially Unless No
draft of PR 317.1) Amended”

Suggested revisions to the definition to address this inequity are shown in Attachment A 22
We believe our proposed approach remains consistent with the Clean Air Act.

Conclusion

We greatly appreciate the opportunity to provide these comments on PR 317.1. We would
also appreciate a meeting to discuss the proposals discussed in this letter. Please contact me at
(213) 891-7395. or by email at john.heintz@lw.com with your availability to schedule a
discussion.

Best regards,

o C. es

John C. Heintz
of LATHAM & WATKINS LLP

19 See 42 U.S.C. §7511d

2 See Mojave Desert AQMD (see MDAQMD Rules 315, 3151, 3152, and 3153; see also MDAQMD,
Comprehensn e Emission Invento:} Guidelines (Nov. 2023) at 7. available at
h d. r/home/sh Antelope  Valley
AQMD (see AVAQMD Rules 315, 315.1, and 315.2; see also AVAQMD, Comprehensive Emission Inventory
Guidelines (Dec. 2020) at 7, available at hﬂns_ fav aqmd.ca.gov.-"ﬁles.-‘gce7b3caO.-"AV+CEI—Guidance—ZOZO.Ddﬁ; and
San Joaquin Valley APCD (see STVAPCD Rules 3170, 3171, 3172, and 3173 [fees for permitted emissions only].)

2l We understand that some facilities are required to report PERP emissions to the District for tracking purposes
pursuant fo CARB’s Criteria Air Pollutants and Toxic Air Contaminant Reporting Regulation. A requirement to report
for tracking purposes does not mean such emissions are attributable to the facility under Section 185.

22 We note that corresponding revisions should be made to PAR 301 paragraph (e)(2) to exclude PERP equipment
from emissions fees. Specifically, we propose adding to paragraph (e)(2) the following sentence: “Emussions from
Statewide Equipment emitted at any facility shall be excluded from emissions fees, including from clean air act
nonattainment fees under any rule implementing section 185 of the federal Clean Air Act™

-
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Cc:  Neil Fujiwara, SCAQMD
Kalam Cheung, Ph.D., SCAQMD
RFG Members
Nick Cox. Latham & Watkins LLP
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Attachment A: RFG Suggested Revisions to Proposed Rule 317.1

RULE 317.1 CLEAN AIR ACT NONATTAINMENT FEES FOR 8-HOUR OZONE
STANDARDS
(a) Purpose

The purpose of this rule is to satisfy requirements as specified in Sections 182(d), 182(e).

182(f) and 185 of the 1990 amendments to the federal Clean Air Act (CAA) for the 1997

8- hour ozone National Ambient Air Quality Standard (NAAQS) and the 2008 8-hour

ozone NAAQS.

(b) Applicability

(1) This rule shall become applicable if and when the U.S. Environmental Protection
Agency (EPA) makes a final finding that a Basin has failed to attain the 1997 8-
hour ozone NAAQS or the 2008 8-hour ozone NAAQS by the applicable
Attainment Date.

2) Except as otherwise provided as exempt in subdivision (e), this rule is applicable
to any Major Stationary Source of Volatile Organic Compounds (VOC) and/or
Nitrogen Oxides (NOx).
(c) Definitions

For the purpose of this rule. the following definitions shall apply:

(D) ACTUAL EMISSIONS means the mass of emissions of NOx or VOCs. which are
emitted by a Major Stationary Source to the atmosphere during a calendar vear.
reported to or amended by the Executive Officer, through the South Coast
AQMD’s Annual Emissions Report (AER) program pursuant to Rule 301,
excluding emissions from equipment registered pursuant to the Air Resources
Board’s Portable Equipment Registration Program.-and-shallinelude butnotbe

(2) ALTERNATIVE BASELINE EMISSIONS means a Major Stationary Source’s
VOCs or NOx average annual Actual Emissions for two consecutive years within
up to the last ten (10) calendar years prior to and including the Attainment Year,
not to exceed emissions allowed through the permit(s), plan(s), applicable

rules(s), and implementation plan(s).
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“

3)

©
@)

ANNUAL CAA NONATTAINMENT FEE RATE means $5.000 (in 1990

dollars). adjusted for inflation anmually. beginning in the year after 1990, by the

percent change in consumer price index (CPI). if any. pursuant to CAA Sections

185(b)(3) and 502(b)(3)(B)(v). The Annual CAA Nonattainment Fee Rate is

published annually for each calendar vear in a memorandum by the U.S. EPA.

APPLICABLE OZONE STANDARD means either the 1997 8-hour ozone

NAAQS or 2008 8-hour ozone NAAQS. as applicable.

ATTAINMENT DATE means the U.S. EPA approved date. established pursuant

to the CAA, by which a Basin must attain a federal NAAQS. Where no such U.S.

EPA approval exists, the date of the Basin’s maximum statutory attainment date

for that standard.

ATTAINMENT YEAR means the calendar year containing the Attainment Date.

BASELINE EMISSIONS means a Major Stationary Source’s VOC and/or NOx

emissions, for which a source qualifies as a Major Stationary Source. Baseline

Emissions for VOC and/or NOx are calculated separately for each Applicable

Ozone Standard. and as follows:

(A)  For a Major Stationary Source which was a Major Stationary Source
during the entirety of the Attainment Year, the Baseline Emissions is the
lower of:

(1) The Actual Emissions, not to exceed emissions allowed through the
permit(s), plan(s). applicable rule(s), and implementation plan(s).
during the Attainment Year or

(ii) The amount of emissions allowed under permit(s). plan(s).
applicable rule(s). and implementation plan(s) during the
Attainment Year.

(B)  For a Major Stationary Source that becomes subject to this rule during the
Attainment Year, the Baseline Emissions is the lower of:

(1 The Actual Emissions. not to exceed emissions allowed through
the permit(s). plan(s), applicable rule(s). and implementation
plan(s). for the operational period as a Major Stationary Source in
the Attainment Year. extrapolated over the entire Attainment Year
or
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(1) The amount of emissions allowed under permit(s), plan(s),
applicable rule(s), and implementation plan(s) for the operational
period as a Major Stationary Source in the Attainment Year,
extrapolated over the entire Attainment Year.

(C)  For a Major Stationary Source that becomes subject to this rule after the

Attainment Year, the Baseline Emissions is the lower of*

1 The Actual Emissions for the operational period in the initial
calendar year of operation as a Major Stationary Source. not to
exceed emissions allowed through the permit(s). plan(s),
applicable rule(s), and implementation plan(s), extrapolated over
the entire initial year of operation as a Major Stationary Source or

(11) The amount of emissions allowed under permit(s). plan(s).
applicable rule(s). and implementation plan(s). for the facility for
the operational period in the initial calendar year as a Major
Stationary Source. extrapolated over the entire initial year as a
Major Stationary Source.

(8) BASIN means either the South Coast Air Basin or Riverside County portion of the
Salton Sea Air Basin (Coachella Valley). The boundaries of each Basin shall be as
defined by 40 Code of Federal Regulations. Section §1.305.

9) CAA NONATTAINMENT FEE means the federally mandated ozone NAAQS
nonattainment fee assessed to a Major Stationary Source for excess emissions of
VOC and NOx air contaminants pursuant to Section 185 of the CAA. Tt is the
summation of the annual VOC CAA Nonattainment Fee and the annual NOx CAA
Nonattainment Fee.

(10) EXTENSION YEAR means the year that the U.S. EPA may grant, pursuant
to Section 181(a)(5) of the CAA and upon the state’s request, an extension
of the Attainment Date.

(11) FEE ASSESSMENT YEAR means the calendar year in which emissions
occurred for which the CAA Nonattainment Fees are being calculated and
assessed under the provisions of this rule for each Applicable Ozone Standard.

(12) MAJOR STATIONARY SOURCE means a Major Stationary Source as defined
in CAA sections 182(d), 182(e). 182(f) and 185 and is required to operate under
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the authority of a Title V Program facility permit.

(13) NITROGEN OXIDES (NOx) means the sum of nitric oxides and nitrogen
dioxides emitted. calculated as nitrogen dioxide.

(14)  VOLATILE ORGANIC COMPOUNDS (VOC) means the sum of any volatile
compound of carbon, excluding methane, carbon monoxide, carbon dioxide,
carbonic acid. metallic carbides or carbonates. ammonium carbonate. and exempt
compounds.

(d) Requirements

(1 Fee Assessment
The Executive Officer shall assess the CAA Nonattainment Fees for each
Applicable Ozone Standard:

(A)  Beginning the calendar year after the Attainment Year for a:

(1) Major Stationary Source which was a Major Stationary Source
during the entirety of the Attainment Year; or
(ii) Major Stationary Source that becomes subject to this rule during
the Attainment Year: or
(B)  Beginning the calendar year after the calendar year used to establish
Baseline Emissions for a Major Stationary Source that becomes subject to
this rule after the Attainment Year.
2) Fee Determination
Beginning the calendar vear after the applicable Aftainment Year. the CAA
Nonattainment Fee shall be the Annual CAA Nonattainment Fee Rate for the
applicable Fee Assessment Year per ton of Actual Emissions of VOC and/or NOx
during the Fee Assessment Year that exceed 80% of the Baseline Emissions or
Alternative Baseline Emissions. For each Major Stationary Source, the CAA
Nonattainment Fee shall be calculated as follows:

VOC CAA Nonattainment Fees =
Annual CAA Nonattainment Fee Rate  [AV — (0.8 x BV)]

NOx CAA Nonattainment Fees =
Annual CAA Nonattainment Fee Rate * [AN — (0.8 = BN)]

CAA Nonattainment Fees =
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NOx CAA Nonattainment Fees + VOC CAA Nonattainment
Fees Where:
o For a Major Stationary Source of VOC:
s AV =Actual Emissions of VOC for the applicable Fee Assessment Year
(in tons per year). If Ay is less than or equal to 80% of By, there shall be
no VOC CAA Nonattainment Fee assessed for the Fee Assessment
Year.
e BV = Baseline Emissions or Alternative Baseline Emissions for VOC
(in tons per year).
o For a Major Stationary Source of NOx:
e AN = Actual Emissions of NOx for the applicable Fee Assessment Year
(in tons per year). If AN is less than or equal to 80% of BN. there shall
be no NOx CAA Nonattainment Fee assessed for the Fee Assessment
Year.
e BN =Baseline Emissions or Alternative Baseline Emissions for NOx (in
tons per year).
(3)  Annual Reporting and Payment

(A)  The owner or operator of a Major Stationary Source shall annually report
all Actual Emissions, regardless of whether the owner or operator received
notice from the Executive Officer.

(B) The owner or operator of a Major Stationary Source shall, for each
applicable Fee Assessment Year, which includes the years prior to the U.S.
EPA making a final finding that a Basin has failed to attain the Applicable
Ozone standard, pay the appropriate CAA Nonattainment Fees, determined
pursuant to paragraph (d)(2). regardless of whether the owner or operator
received notice from the Executive Officer.

(€))] Payment Due Date

Unless a later date. not to exceed 365 days from the applicable due date. is specified

by the Executive Officer. the owner or operator of a Major Stationary Source.

regardless of whether the owner or operator received notice from the Executive

Officer. shall submit full payment for:

(A)  The invoice that includes the CAA Nonattainment Fee for the initial Fee
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Assessment Year for the Applicable Ozone Standard for the Major
Stationary Source, no later than 365 days from the date the invoice is
issued by the Executive Officer: and
(B) An invoice subsequent to the first invoice that included the
CAA Nonattainment Fee for the initial Fee Assessment Year for the
Applicable Ozone Standard for the Major Stationary Source, either:
(1) No later than December 15™ of the year the invoice is issued by
the Executive Officer: or
(i)  No later than 75 days from the date the invoice is issued by
the Executive Officer. whichever is later.
(5) Failure to Pay Fees
If
date and all CAA Nonattainment Fees have not been paid in full, the Executive

7= one (1) vear hagse elapsed since the invoice due

Officer may take action to revoke all Permits to Operate for equipment on the
premises, as authorized in California Health and Safety Code Section 42307.

(6) Notice of Rule Applicability
No later than 60 days after a notice is i1ssued by the Executive Officer that the
facility is a Major Stationary Source subject to this rule, the owner or operator of
a Major Stationary Source shall confirm or contest the Major Stationary Source’s
rule applicability.

(7)  Notice of Baseline Emissions

No later than 66 90 after a notice is issued by the Executive Officer specifying the

Baseline Emissions for the Major Stationary Source, the owner or operator of a

Major Stationary Source shall confirm or contest the assigned Baseline Emissions.

(8) Alternative Baseline Emissions

If the owner or operator of a Major Stationary Source requests to use an

Alternative Baseline Emissions to determine the CAA Nonattainment Fee. the

following requirements shall be met:

(A)  U.S.EPA has issued guidance authorizing an alternative methodology for
calculation of a Major Stationary Source’s Baseline Emissions. pursuant to
CAA Section 185(b)(2) for the Applicable Ozone Standard. that is
consistent with the methodology specified in subparagraph (d)(8)(C) and
requirements specified in subparagraphs (d)(8)(B) and (d)(8)(D).
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(B)

©

The Major Stationary Source was a Major Stationary Source during the

entirety of the Attainment Year;

No later than 120 days after the end of the Attainment Year or no later
than 120 days after the U.S. EPA makes a final finding that the Basin has
tailed to attain the Applicable Ozone Standard by the applicable

Attainment Date, whichever is later, the owner or operator of a Major

Stationary Source submits to the Executive Officer an Alternative

Baseline Emissions Request that contains the following:

@

(iD)

(ii)

(iv)

An Alternative Baseline Emissions Report including Actual
Emissions. not to exceed emissions allowed through the permit(s).
plan(s). applicable rule(s), and implementation plan(s). for each of
the relevant ten (10) calendar years preceding and including the
Attainment Year:

Identification of the twenty-four consecutive months. or alternative
time period approved by the Executive Officer. representing typical

operations:

(a) For a Major Stationary Source without an electrical steam
generating unit(s), within the last relevant ten (10) calendar
years prior to and including the Attainment Year selected:
or

(b) For a Major Stationary Source with an electrical steam
generating unit(s), within the last relevant five (5) calendar
years prior to and including the Attainment Year selected
or. with justification. the relevant five (5) calendar years
prior to the aforementioned calendar years:

An analysis demonstrating that the Actual Emissions. not to exceed

emissions allowed through the permit(s). plan(s). applicable

rules(s), and implementation plan(s), from the average of the
twenty-four months (or approved alternative time period),

identified pursuant to clause (d)(8)(C)(ii), represent typical
operations;

Analysis of adopted local. state. and federal rules or regulations
that would have restricted the source’s ability to either operate or
emit a particular pollutant. had they been in effect during the
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consecutive twenty-four months (or_approved alternative time

period) selected:;

W) The average annual emissions of the twenty-four months (or

approved alternative time period). identified in clause (d)(8)(C)(11).

not to exceed emissions allowed through the permit(s). plan(s).
applicable rules(s). and implementation plan(s),
considering the impacts identified in clause (d)(8)(C)(iv);

(vi)  Certification. in writing, by the highest-ranking executive on site
that the source’s emissions are irregular. cyclical. or otherwise vary
significantly from year to year: and

(vil)  Any other information as required by the U.S. EPA guidance; and

(D) Inthe event a Major Source submits an application establishing the

required elements in 8(C). Fthe Executive Officer shall has authorized a

Major Stationary Source to use this Alternative Baseline Emissions.

&) Alternative Baseline Emissions Request Payment
(A)  The owner or operator of a Major Stationary Source electing to submit an
Alternative Baseline Emissions Request. pursuant to subparagraph
(d)(8)(c). shall pay an hourly staff evaluation rate of $209.31, unless
Regulation III - Fees assigns a fee amount associated with evaluating the
Alternative Baseline Emissions Request that shall be paid in lieu of this rate.
(B)  The owner or operator of a Major Stationary Source shall submit full

payment of the amount invoiced no later than 60 days from receiving the

invoice for evaluation of the Alternative Baseline Emissions Request.
(e) Use of CAA Nonattainment Fees

1 CAA Nonattainment Fees collected pursuant to paragraph (d)(3)(B) shall be used

in the following ways:

A Ten (10) percent of the fees shall be retained by the District for costs

in administering the CAA Nonattainment Fee collection program:

B The remaining ninety (90) percent of collected fees shall be

deposited into a Rule 317.1 RECLAIM Transition Fund. created
pursuant to paragraph (£).
(1 RECLAIM Transition Fund
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(1) The Executive Officer shall establish a RECTAIM Transition Fund (“RTF™) for
investment in emerging low-emission technologies and/or incentive programs that

the Governing Board determines will benefit attainment of National Ambient Air

Quality Standards. meet the District’s public health objectives. and generate

federally verifiable NOx emissions offsets that mav be used by RECLAIM facilities

(2) The RTF shall be fuinded by CAA Nonattainment Fees deposited pursuant to

paragraph (e)(1)(B).

reductions achieved by approved projects shall be banked as offsets in the

RTF if the Executive Officer determines that the emission reductions

achieved:
(1) are not used to demonstrate equivalency with federal or state NSR

requirements:
(i) are not used to demonstrate attainment in any Air Quality

Management Plan: and
(i1) meet the requirements of each of Rule 1309(b)(4). 42 US.C. §
7503(c)(1). and 40 CFR 51.165(a)(3)An(CH(1).

B)  Puwrchase of available NOx emission reduction credits from the open

market:

(C)  Other methods as approved by the Executive Officer.

4 The Executive Officer shall account for reductions in each pollutant for which

emissions are reduced by a RTF-funded project and that meet the requirements of

paragraph (£)(2)(A) of this Rule. The Executive Officer shall generate NOX offsets

for any reduction in NOx emissions.

(A)  NOx offsets generated in accordance with (£)(3) shall be banked in the RTF
and made available at no cost to RECLATM facilities that have paid CAA
Nonattainment Fees. A RECIAIM facility that has paid CAA
Nonattainment Fees shall be granted access to offsets in the RTF to satisfy

any offset requirements necessary to facilitate the facility’s exit from the

RECLAIM program.

(1) No individual RECLATM facility shall receive a portion of the total
offsets available in the RTF that is greater than the total CAA
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Nonattainment Fees collected from that facility divided by the total

CAA Nonattainment Fees collected from all RECLAIM facilities in
the prior calendar vear.

(B) The Executive Officer mav use reductions in emissions of any non-NOx

pollutant to demonstrate attainment or for anv other purpose it deems

appropriate.
£} (2) Exemptions

() Extension Year
The owner or operator of a Major Stationary Source shall not be required to remit
CAA Nonattainment Fees under this rule during any calendar vear that is
considered a Basin’s Extension Year for the Applicable Ozone Standard.

(2) Cessation of Fees
The owner or operator of a Major Stationary Source shall not be required to remit
CAA Nonattainment Fees for an Applicable Ozone Standard once the Basin has
been redesignated by U.S. EPA to attainment for that Applicable Ozone Standard
or, for a revoked Applicable Ozone Standard, if U.S. EPA has terminated the anti-
backsliding requirement associated with the CAA Nonattainment Fees for the
Applicable Ozone Standard. The CAA Nonattainment Fees will cease in the same
calendar year as the redesignation or termination
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PR 317.1 is being developed to implement the existing requirements of CAA section 185 for the
1997 and 2008 8-hour ozone NAAQS. If a regulatory pathway is not developed, these Major
Stationary Sources would still be required to comply with CAA section 185 and CAA
Nonattainment Fees would instead be collected by the U.S. EPA. The South Coast AQMD has
explored many options with the U.S. EPA and did not identify a pathway to relive the burden of
CAA Nonattainment Fees from Major Stationary Sources for the 1997 and 2008 ozone standards.

7-2 Response

If a state is not administering and enforcing CAA section 185, the CAA Nonattainment Fees will
instead be collected by the U.S. EPA. As the 1997 8-hour ozone standard attainment date is this
year, the South Coast AQMD is unable to accommodate a request to postpone adoption of PR
317.1 until after the U.S. EPA issues guidance that definitively authorizes the use of Alternative
Baseline Emissions. The requirements for Alternative Baseline Emissions Requests were
incorporated and are consistent with the prior U.S. EPA issued guidance. The CAA requires that
the Alternative Baseline Emissions must be in alignment with guidance established by the U.S.
EPA. The U.S. EPA guidance for the 1979 1-hour ozone standard does not provide authority to
approve Alternative Baseline Emissions based on any time period, other than for electrical steam
generating unit(s), that is not twenty-four consecutive months during the preceding ten years.
Incorporation of such language would make the rule vulnerable to disapproval as part of the U.S.
EPA SIP review process. Please refer to section “2.2.4.8. Alternative Baseline Emissions
Requirements — Paragraph (d)(8)” of this PR 317.1 Staff Report for an explanation of the basis for
the requirements to use an Alternative Baseline Emissions.

7-3 Response

Please refer to section “1.6. Use of Funds” of this PR 317.1 Staff Report for an explanation of
why guidance on the spending of these potential funds would be determined in the future through
a public process that would be separate from this rulemaking.

7-4 Response

Please refer to the definition of “Actual Emissions” in section “2.2.3. Definitions — Subdivision
(c)” of this PR 317.1 Staff Report for an explanation of what emissions should be included in the
AER. Please refer to the “5-3 Response” of this PR 317.1 Staff Report for an explanation of
including portable emissions in AER.

PR 317.1 B-66 June 2024



Appendix B: Responses to Comments

Final Staff Report

8. Los Angeles County Business Federation (BizFed) Comment Letter, Submitted 05/02/24

Los Angeles

@
?IZ County
siness
ed Flejderulion

Strengthening the Voice of Business Since 2008

May 2, 2024

Via e-mail at:
mkrause@agmd.gov

Michael Krause

Assistant Deputy Executive Officer

South Coast Air Quality Management District
21865 Copley Drive

Diamond Bar, CA 91765

Re: SCAQMD Proposed Rule (PR) 317.1 Clean Air Act Nonattainment Fees
for the 8-Hour Ozone Standards

Dear Mr. Krause,

We are contacting you on behalf of BizFed, the Los Angeles County Business
Federation. We are an alliance of over 240 business organizations who represent over
420,000 employers in Los Angeles County, including large and small businesses from
a wide range of industries throughout the South Coast Air Basin (SCAB). Many of the
businesses we represent have or will be writing their own individual comment letters
that specifically address the impacts to their industries. Our comments address the
impacts to the business community as a whole and include overarching concerns of
our diverse membership.

SCAQMD is in the process of rule development for Proposed Rule 317.1 (PR 317.1),
Clean Air Act Nonattainment Fees for the 8-Hour Ozone Standards. While SCAQMD
has already addressed several concerns expressed by stakeholders as part of their
working group meeting (WGM) #2 presentation, BizFed would like to raise additional
thoughts for the District to consider as they refine PR 317.1. BizFed offers the
following comments on the proposed rule concepts for PR 317.1:

1. The District has stated that the fee equivalency approach utilized in
existing Rule 317 - Clean Air Act Non-Attainment Fees for the revoked
1979 standard is not available for use in PR 317.1. BizFed requests that
SCAQMD provide additional information on the funding limitations that
restrict use of this funding pathway for the revoked 1997 standard.

SCAQMD outlined the existing fee equivalency approach established in existing
Rule 317 and noted that the U.S. EPA has advised that such an approach may
be approvable under CAA section 172(e) only for revoked standards as an
equivalent pathway to satisfy requirements of CAA Section 185.! The fee

1 SCAQMD PR 317.1, Working Group Meeting #1. Available at: https://www.agmd.gov/docs/default-source/rule-book/Proposed-
Rules/317.1/pr317-1 wegml 110723.pdf2sfyrsn=20.
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equivalency approach would allow Districts to satisfy Section 185 requirements
by:?

"...comparing expected fees and/or emissions reductions directly attributable
to application of Section 185 to the expected fees, pollution control project
funding, and/or emissions reductions from the proposed alternative
program.”

SCAQMD noted in their presentation to the Stationary Source Committee that
fee collection is the only pathway available for the 1997 and 2008 ozone
standards.? For the 1997 standard, SCAQMD noted that adequate funding is not
available.

BizFed requests that SCAQMD provide additional information on funding needs
for a fee equivalency approach, including details on the amount of incentive
funding that would be required to utilize the fee equivalency option.

2. The District has acknowledged the need for an alternative baseline ™)

option. BizFed requests that SCAQMD engage with EPA staff to reiterate
the need for issuance of an alternative baseline guidance document for
the 8-hour ozone standards.

In WGM #2, SCAQMD responded to concerns related to the 2024 attainment
baseline, agreeing with the need for an alternative baseline option.*
Implementation of an alternative baseline policy would allow facilities to
establish a baseline year that is reflective of normal operating conditions in the
event that emissions in the default baseline year are irregular. Due to legal
constraints established by the Clean Air Act (CAA), an alternative baseline can
only be utilized if U.S. EPA has issued guidance for establishing an alternative
baseline. SCAQMD has submitted a request to U.S. EPA for allowing an
alternative baseline for the 8-hour ozone standards.

BizFed requests that SCAQMD take actions to engage with EPA to advocate for
the issuance of the 8-hour ozone standard alternative baseline guidance
document and consider this as a key remaining issue for the development of PR
317.1.

3. As drafted, PR 317.1 would require facilities to pay nonattainment fees
on each individual Federal ozone standard. BizFed recommends that
SCAQMD revise the proposed rule language to instead require facilities to
pay nonattainment fees on only one standard for any specific calendar
year, similar to the example set by the Mojave Desert Air Quality
Management District.

4 SCAQMD Stationary Source Committee, April 19, 2024. Available at: https:
agenda-4-19-2024.pdf?sfyrsn=10.

#SCAQMD PR 317.1 Working Group Meeting #2. Available at: https://w
Rules/317.1/pr-317-1---wgm-2-presentation-020224 pdf?sfvrsn=14.
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National Ambient Air Quality Standards (NAAQS) are reviewed and may be revised
by U.S. EPA on a 5-year cycle to reflect the most recent scientific findings,
including the review of relevant scientific literature as summarized in an
Integrated Science Assessment (ISA) report and an assessment of risk and
exposure as summarized in the Risk and Exposure Assessment (REA) report.s:¢
Each revision is intended to reflect an updated understanding of impacts
associated with exposure to a given criteria air pollutant. Establishing a
requirement for facilities to pay fees on each Federal ozone standard suggests
that the revised NAAQS are independent in nature when instead they are intended
to reflect a more appropriate threshold of impact to human wellbeing.

PR 317.1(d)(1) states:

"The Executive Officer shall assess the CAA Nonattainment Fees for Each
Applicable Ozone Standard...”

Per PR 317.1(e)(2):

"The owner or operator of a Major Stationary Source shall not be required to
remit CAA Nonattainment Fees for an Applicable Ozone Standard once the
Basin has been redesignated by U.S. EPA to attainment for that Applicable
Ozone Standard or, for a revoked Applicable Ozone Standard, if U.S. EPA has
terminated the antibacksliding requirement associated with the CAA
Nonattainment Fees for the Applicable Ozone Standard. The CAA
Nonattainment Fees will cease in the same calendar year as the redesignation
or termination.”

So if the basin is found to be in nonattainment with the 1997, 2008, and 2015 8-
hour ozone standards beyond the 2032 and 2038 attainment deadlines, facilities
would be required to pay annual nonattainment fees associated with all three
NAAQS under this draft PR 317.1.

In contrast, the Mojave Desert Air Quality Management District (MDAQMD) has
taken an approach to nonattainment fees that better aligns with the spirit of
NAAQS revisions established by the U.S. EPA. The MDAQMD nonattainment fee
policy is established in Rules 315.1, 315.2, and 315.3, including the following
language:”®°

"No Facility otherwise subject to this Rule shall be required to remit a FCAA
Section 185 penalty for more than one Federal ozone standard for any specific
calendar year. A Facility’s applicable FCAA Section 185 penalty for any calendar
year shall be the largest of all such applicable penalties.”

-

5115, EPA Integrated Science Assessment (ISA) for Ozone and Related Photochemical Oxidants. Available at:
https:/ /www.epa.gov/isa/integrated-science-assessment-isa-ozone-and-related-photochemical-oxidants.

6 U.S. EPA Risk Assessment and Modeling - Ozone Risk Analyses. Available at: https:/ /www.epa.gov/fera/risk-assessment-and-
modeling-ozone-risk-analyses.
7MDAQMD Rule 315.1. Available at: https: //www.mdagmd.ca.gov/home/showpublisheddocument/9306 /637847640024930000.

# MDAQMD Rule 315.2. Available at: https: //www.mdagmd.ca.gov/home/showpublisheddocument/9308/637847619490870000.
¢ MDAQMD Rule 315.3. Available at: https: //www.mdagmd.ca.gov/home/showpublisheddocument/9733 /638156003537770000.
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BizFed requests that SCAQMD consider revising the draft rule language to
incorporate nonattainment fee payment procedures similar to those established
by MDAQMD and allow for the payment of one ozone standard in a given calendar
year to satisfy CAA Section 185 requirements.

Finally, BizFed would be interested in joining any effort to address the Section 185
provision in the Clean Air Act directly with a legislative fix. While EPA and others
refer to the Section 185 requirement as a "fee", it is in reality a penalty on
businesses that have not violated the Clean Air Act. As Bizfed understands the
SCAQMD's position, the failure to attain is directly attributable to EPA's failure to
regulate sources that it cannot regulate, and further that even if SCAQMD regulated
all sources to the maximum extent possible, the revoked ozone standard could not
be attained. The businesses that are being penalized have no control over when the
fines will cease because they have no control over abatement of the violation. Only
EPA does. It is imperative that this issue be addressed with the Congress.

We look forward to continuing our work with the District to see progress made in a
way that is equitable and lasting.

Thank you for your consideration of our letter. If you have any questions, please
contact BizFed's Director of Advocacy Sarah Wiltfong at sarah.wiltfong@bizfed.org.

Sincerely,

oS rathman Mﬁ%«y Qt%‘é‘?ﬁ QAL L/‘/

Fran Inman David Fleming Tracy Hernandez David Englin

Comment
8-3 Cont.

\. Comment
8-4

BizFed 2024 Chair BizFed Founding Chair BizFed Founding CEO BizFed President

Majestic Realty IMPOWER, Inc.

Cc: Wayne Nastri, SCAQMD
Sarah Rees, SCAQMD
Healther Farr, SCAQMD
Sarady Ka, SCAQMD
Chris Bradley, SCAQMD
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8-1 Response

The 2016 Air Quality Management Plan (AQMP) is the applicable SIP for the 1997 ozone
standard. In the 2016 AQMP, emissions reduction strategies relied heavily on incentives and yet
to be determined programs to successfully achieve the emissions reductions needed to attain the
1997 standard. Emissions reductions from incentives account for a substantial portion of NOx
emissions reductions (approximately 200 tons per day). The 2016 AQMP also indicated
approximately $1 billion per year would be needed from 2017 to achieve such emissions
reductions (cost not adjusted per inflation). Despite many actions undertaken to solicit additional
and sustainable funding, the incentive funding implemented in South Coast AQMD has been
considerably below $1 billion per year since the adoption of 2016 AQMP. As such, it is infeasible
to identify incentive programs surplus to the SIP for the fee equivalency approach.

8-2 Response

Please refer to section “2.2.4.8. Alternative Baseline Emissions Requirements — Paragraph (d)(8)”
of this PR 317.1 Staff Report for an explanation of the requirements to use Alternative Baseline
Emissions. The requirements for Alternative Baseline Emissions Requests were incorporated and
are consistent with U.S. EPA guidance issued for the 1979 1-hour ozone standard. The CAA
requires that the Alternative Baseline Emissions must be in alignment with guidance established
by the U.S. EPA. As the U.S. EPA has not issued guidance for Alternative Baseline Emissions for
the 8-hour ozone standards, South Coast AQMD will continue to engage with the U.S. EPA to
advocate the need for such guidance documents for 8-hour ozone standards.

8-3 Response

PR 317.1 requires CAA Nonattainment Fees for each applicable ozone standard. Please refer to
the “Payment of Single Largest Standard in Year” section of the “1-3 Response” in this PR 317.1
Staff Report for an explanation of why the South Coast AQMD would not require a Major
Stationary Source to only remit the largest applicable CAA Nonattainment Fee for a single ozone
standard in any calendar year.

8-4 Response

The South Coast AQMD appreciates your understanding of the limitations of the South Coast
AQMD and support for reaching attainment.
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EXECUTIVE SUMMARY

On March 17, 1989, the South Coast Air Quality Management District (South Coast AQMD)
Governing Board adopted a resolution which requires an analysis of the economic impacts
associated with adopting and amending rules and regulations. In addition, Health and Safety Code
Section 40440.8 requires a socioeconomic impact assessment for any proposed rule, rule
amendment or rule repeal which will “significantly affect air quality or emission limitations.”
Lastly, Health and Safety Code Section 40728.5 requires the South Coast AQMD Governing
Board to actively consider the socioeconomic impacts of rules and regulations and make a good
faith effort to minimize adverse socioeconomic impacts.

Proposed Rule 317.1- Clean Air Act Nonattainment Fees for 8-Hour Ozone Standards (PR 317.1)
has been developed to implement requirements as specified in Section 185 of the 1990
amendments to the federal Clean Air Act (CAA) for the 1997 8-hour ozone National Ambient Air
Quality Standard (NAAQS) and the 2008 8-hour ozone NAAQS. A socioeconomic impact
assessment was conducted to provide information to Governing Board and stakeholders but is not
required per Health and Safety Code Sections 40440.8 and 40728.5 because air quality or emission
limitations will not be significantly affected by PR 317.1.

The following presents a summary of the analysis and findings of the Socioeconomic Impact
Assessment conducted for PR 317.1:

Key Elements of PR 317.1 would implement federal CAA section 185, which requires

PR 317.1 major stationary sources of volatile organic compounds (VOC) and/or
nitrogen oxides (NOXx), located within “severe” or “extreme” ozone
nonattainment areas, where that area has failed to attain the 1997 8-hour
ozone and 2008 8-hour ozone NAAQS by the applicable attainment
dates, to either reduce their emissions by 20 percent from a baseline
amount or pay CAA nonattainment fee. The fee will be calculated as
the annual CAA section 185 nonattainment fee rate per ton of actual
VOC and/or NOx emissions during the fee assessment year that exceed
80 percent of a facility’s baseline emissions in the attainment year, for
each applicable pollutant.

Affected Facilities The fee provisions in PR 317.1 will affect facilities which are major
and Industries stationary sources of VOC and/or NOx. A major stationary source is a
facility that emits or has the potential to emit VOC and/or NOx
emissions equal to or greater than the applicable major stationary source
threshold, specified in CAA sections 182(d), 182(e), or 182(f). The
precise number of facilities that may be subject to PR 317.1 is currently
unknown because applicability will be determined from a combination
of a subset of the entire universe of Title V program facilities and non-
Title V program facilities with actual emissions data provided in the
2024 Annual Emissions Report (AER) (e.g., data which will not be
available until 2025). While not all Title V program facilities are major
stationary sources of VOC and/or NOXx, for the purpose of conducting
a conservative analysis, all Title V program facilities are assumed to be
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major stationary sources of VOC and NOx and will be subject to this
rule. Based on the South Coast AQMD permit database of Title V
program facilities, there are approximately 319 facilities in the South
Coast AQMD’s jurisdiction that would potentially be affected by PR
317.1, with 196 located in Los Angeles County, 48 located in Orange
County, 47 located in San Bernadino County, and 28 located in
Riverside County.

A small business analysis was also conducted for the facilities affected
by PR 317.1. Affected facilities that were governmental institutions
were excluded from the analysis, resulting in 259 non-governmental
facilities. The following table presents the number of affected facilities
that qualify as small businesses which is dependent on the specific
applicable definition used in the analysis:

Definition Num_b_e_r of
Facilities
South Coast AQMD Rule 102 0
South Coast AQMD's Small Business Assistance Office 39
U.S. Small Business Administration 89
Assumptions For the major stationary sources of VOC and/or NOx in “severe” or
for the Analysis “extreme” ozone nonattainment areas that have failed to attain the

1997 and 2008 8-hour ozone NAAQS by their applicable attainment
dates, PR 317.1 requires these facilities to either pay a CAA
nonattainment fee or reduce emissions by 20 percent from their
baseline emissions amount. Staff recognizes that there will be no
CAA nonattainment fee collected from any facility which reduces its
emissions by 20 percent from the baseline emissions in a given fee
assessment year, is no longer a major stationary source due to VOC
and/or NOx emissions or is located in an area that is redesignated as
in attainment for the applicable ozone NAAQS. As there is great
uncertainty in future emissions reductions for each facility and the
timelines for these emissions reductions, staff used a conservative
approach of assuming no emission reductions from the projected
baseline emissions, except for the emission reductions anticipated
from implementation of South Coast AQMD Rule 1109.1- Emissions
of Oxides of Nitrogen from Petroleum Refineries (Rule 1109.1). The
two areas within the South Coast AQMD jurisdiction that are
anticipated to be affected by PR 317.1 are the South Coast Air Basin
(SCAB) and the Riverside County portions of the Salton Sea Air
Basin (SSAB, also referred to as Coachella Valley Planning Area),
both of which are classified as “extreme” nonattainment for the 1997
and 2008 8-hour ozone standards.
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Compliance Cost:  The compliance cost analysis uses a forecast period from 2025-2035.
The total present value of the compliance cost of implementing PR
317.1 is estimated at $258.42 million and $214.84 million with a 1
percent and 4 percent discount rate, respectively. The annual average
compliance cost of PR 317.1 is estimated to be $25.07 million. This
is a conservative estimate and the CAA nonattainment fees for a major
stationary source of VOC and/or NOx would not be assessed for the
fee assessment year or would cease for the applicable standard for the
following scenarios:

CAA nonattainment fees would not be assessed for a fee assessment

year when:
e Emissions are reduced by 20% from the baseline for the fee
assessment year.

CAA nonattainment fees would cease for the applicable standards
when:
e The facility is no longer classified as a major stationary
source of emissions, or
e Area the facility resides in is redesignated as an attainment
area for the applicable ozone NAAQS.

The Petroleum and Coal Products Manufacturing sector, with a North
American Industrial Classification System (NAICS) code 324 is
expected to incur the largest share of the total annual average
compliance costs which is estimated to be about $8.93 million or 36
percent of the total annual average cost. The Utilities sector (NAICS
22) is expected to incur the second largest share of the total annual
average cost of about $3.51 million or 14 percent. The facilities in the
Utilities sector which are subject to PR 317.1 are mostly fossil fuel
electric power generation facilities, other electric power generating
facilities, or sewage treatment facilities.

Job Impacts Direct costs and corresponding revenues of PR 317.1 are used as
inputs to the Regional Economic Models, Inc (REMI) Pl+ v3 model
to assess job impacts and secondary/induced impacts for all the
industries in the four-county economy on an annual basis. The
forecast time horizon used in the REMI model was from 2025 to 2035.

The REMI analysis projects 81 jobs foregone annually on average
from 2025-2035 in the four-county region, relative to the baseline
scenario. The 81 annual jobs foregone represent approximately 0.001
percent of total annual jobs in the four-county area.

The largest job impacts are projected to occur in 2034 and 2035, when
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facilities are required to pay both the 1997 and 2008 8-hour ozone
NAAQS nonattainment fees. In 2035, PR 317.1 is projected to result
in roughly 132 jobs foregone relative to the baseline scenario
according to the REMI model simulation.

Competitiveness The overall impact of PR 317.1 on production cost and delivered

and Price Impact  prices in the region is not expected to be substantial. Based on the
REMI analysis, the implementation of PR 317.1 is projected to
increase the relative cost of production by 0.003 percent and increase
the relative delivered price of goods by 0.002 percent for all the
industries in the South Coast AQMD jurisdiction in the year 2033,
which is when implementation of PR 317.1 will have the greatest
impact upon cost of production and delivered price of goods in the
region.
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INTRODUCTION

The federal CAA section 185 requires that major stationary sources of VOCs and/or NOx, which
are precursors of ozone, located in a “severe” or “extreme” ozone nonattainment areas, where the
area has failed to attain the NAAQS, to either reduce their emissions by 20 percent from a baseline
amount or pay a CAA nonattainment fee.* If a major stationary source does not reduce their
emissions by 20 percent from the baseline amount, a CAA nonattainment fee will be assessed
annually for each excess ton of VOC and/or NOx emissions above their respective 80 percent
thresholds, for each ozone standard.: The fee would be collected for each calendar year beginning
after the attainment date and shall continue until the area is redesignated as an attainment area for
that ozone standard.

PR 317.1 outlines the regulatory pathway necessary to comply with the requirements of federal
CAA section 185 for the 1997 and 2008 8-hour ozone standards. PR 317.1 addresses when and
how the federal CAA section 185 nonattainment fee would be assessed and collected from major
stationary sources of VOC and/or NOx within the SCAB and Coachella Valley Planning area,
which have been classified as “extreme” nonattainment for both the 1997 and 2008 8-hour ozone
NAAQS. The provisions of PR 317.1 will become applicable if/when the United States
Environmental Protection Agency (U.S. EPA) makes a final finding that the SCAB or Coachella
Vally Planning Area have failed to attain the 1997 8-hour ozone NAAQS or the 2008 8-hour ozone
NAAQS by attainment deadlines of June 15, 2024 (1997 standard) and July 20, 2032 (2008
standard).

LEGISLATIVE MANDATES

The legal mandates directly related to the socioeconomic impact assessment of PR 317.1 include
the South Coast AQMD Governing Board resolution and various sections of the Health and Safety
Code.

South Coast AQMD Governing Board Resolution

On March 17, 1989, the South Coast AQMD Governing Board adopted a resolution that requires
an analysis of the economic impacts associated with adopting and amending rules and regulations
that considers all of the following elements:

Affected industries;

Range of probable costs;

Cost-effectiveness of control alternatives; and

Public health benefits.

Health and Safety Code Requirements

The state legislature adopted legislation which reinforces and expands the South Coast AQMD
Governing Board resolution requiring socioeconomic impact assessments for rule development
projects. Health and Safety Code Section 40440.8, which went into effect on January 1, 1991,
requires a socioeconomic impact assessment for any proposed rule, rule amendment, or rule repeal
which "will significantly affect air quality or emissions limitations."

1 U.S. EPA, Clean Air Act Overview, Clean Air Act, Title I-Air Pollution Prevention and Control, Parts A through D, Part D -
Plan Requirements for Nonattainment Areas, Subpart 2 - Additional Provisions for Ozone Nonattainment Area, Enforcements
for Severe and Extreme Ozone Nonattainment Areas for Failure to Attain, https://www.govinfo.gov/content/pkg/USCODE-
2013-title42/html/USCODE-2013-title42-chap85-subchapl-partD-subpart2-sec7511d.htm, accessed March 21, 2024.
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To satisfy the requirements in Health and Safety Code Section 40440.8, the scope of the
socioeconomic impact assessment should include all of the following information:

Type of affected industries;

Impact on employment and the regional economy;

Range of probable costs, including those to industry;

Availability and cost-effectiveness of alternatives to the rule;

Emission reduction potential; and

Necessity of adopting, amending, or repealing the rule in order to attain state and federal
ambient air quality standards.

Additionally, Health and Safety Code Section 40728.5, which went into effect on January 1, 1992,
requires the South Coast AQMD Governing Board to: 1) actively consider the socioeconomic
impacts of regulations; 2) make a good faith effort to minimize adverse socioeconomic impacts;
and 3) include small business impacts. To satisfy the requirements in Health and Safety Code
Section 40728.5, the socioeconomic impact assessment should include the following information:

e Type of industries or business affected, including small businesses; and
e Range of probable costs, including costs to industry or business, including small business.

PR 317.1 does not directly affect air quality or establish an emission limitation within the meaning
of Health and Safety Code Section 40440.8. However, a socioeconomic impact assessment was
conducted to provide information to the Governing Board and stakeholders although it is not
required per Health and Safety Code Sections 40440.8 and 40728.5.

Finally, Health and Safety Code Section 40920.6, which went into effect on January 1, 1996,
requires an incremental cost-effectiveness analysis for a proposed rule or amendment which
imposes Best Available Retrofit Control Technology (BARCT) or “all feasible measures”
requirements relating to emissions of ozone, carbon monoxide (CO), sulfur oxides (SOx), NOx,
VOC, and their precursors. However, since PR 317.1 does not include new BARCT requirements,
Health and Safety Code Section 40920.6 does not apply to the proposed rule.

AFFECTED FACILITIES

PR 317.1 requires major stationary sources of VOC and/or NOx within the SCAB and Coachella
Valley Planning Area to pay a CAA nonattainment fee if the areas fail to attain the 1997 and 2008
8-hour ozone NAAQS by applicable attainment dates. A major stationary source for the purposes
of PR 317.1 is a facility that emits or has the potential to emit VOC and/or NOx emissions equal
to or greater than the applicable major stationary source threshold, as specified in CAA sections
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182(d), 182(e), or 182(f).2* The major stationary source thresholds established by these CAA
requirements are summarized as follows:

e CAA section 182(d): Establishes a major stationary source threshold for areas classified as
“severe” as a facility that emits or has a PTE of at least 25 tons per year of VOCs.

e CAA section 182 (e): Establishes a major stationary source threshold for areas classified
as “extreme” as a facility that emits or has a PTE of at least 10 tons per year of VOCs.

e CAA section 182 (f): Establishes that the major stationary source threshold for sources of
VOC shall also apply to sources of NOx.

The federal Title V program is designed to standardize air quality permits and the permitting
process for major sources of emissions. South Coast AQMD uses U.S. EPA’s definition of a major
source (40 CFR Part 70, Section 70.2), which excludes certain emissions from being considered
in the facility’s PTE. The South Coast AQMD implements the federal Title VV program permits
through Regulation XXX — Title VV Permits, which issues federally enforceable permits to facilities
that are major stationary sources of emissions.*s

The precise number of facilities that may be subject to PR 317.1 is currently unknown because
applicability will be determined from a combination of the following:
e Asubset of the entire universe of Title V program facilities, since some Title V program
facilities may be a major source for pollutants other than VOC and/or NOx; and
e Certain non-Title V program facilities with actual emissions data provided in the 2024
AER which will not be available until 2025.

Since the precise number of facilities that may be subject to PR 317.1 is unknown at this time, due
to absence of actual emissions data for calendar year 2024 from non-Title V facilities, for the
purpose of conducting a conservative analysis, all Title V program facilities are assumed to be
major stationary sources of VOC and NOx and will be subject to this rule. The actual universe of
Title V program facilities subject to PR 317.1 is expected to be smaller than the entire Title V
program universe of facilities. In addition, based on an assessment of the most recent available
AER data (2021) there are up to an additional 14 facilities that reported emitting more than 10 tons
of VOC and/or NOx, but are not part of the Title V program. Some of these were fugitive
emissions, which may qualify to be excluded in determining applicability for PR 317.1. A
preliminary assessment identified that out of the 14 facilities, two facilities may still meet the
definition of major stationary source after excluding fugitive emissions. For these reasons, the

2 U.S. EPA, Clean Air Act Overview, Clean Air Act, Title I-Air Pollution Prevention and Control, Parts A through D, Part D -
Plan Requirements for Nonattainment Areas, Subpart 2 - Additional Provisions for Ozone Nonattainment Area, Plan
Submissions and Requirements, https://www.epa.gov/clean-air-act-overview/clean-air-act-title-i-air-pollution-prevention-and-
control-parts-through-d#id, accessed May 01, 2024.

3 Please note there are certain emissions that are not to be considered in determining whether a facility emits or has the PTE
equal to or greater than the applicable major stationary source threshold. For more information see Draft Rule Language for
PR 317.1, https://www.agmd.gov/home/rules-compliance/rules/scagmd-rule-book/proposed-rules/rule-317-1. The Final Rule
Language is located in Attachment F of the June 7, 2024, Governing Board package for PR 317.1, which upon posting, will be
available 72 hours prior to the Governing Board meeting at https://www.agmd.gov/home/news-events/meeting-agendas-
minutes.

4 South Coast AQMD, Home-Permits-Title VV-What is Title V?, http://www.agmd.gov/home/permits/title-v/what-is-title-v-
#who, accessed March 20, 2024.

5 South Coast AQMD, Regulation XXX — Title V Permits, https://www.agmd.gov/home/rules-compliance/rules/scagmd-rule-
book/requlation-xxx, Accessed April 25, 2024.
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entire Title VV program universe is being relied upon as a conservative surrogate for the actual
number of affected facilities that may be subject to PR 317.1.

Based on the South Coast AQMD permit database of Title VV program facilities, there are
approximately 319 facilities in the South Coast AQMD’s jurisdiction that would potentially be
affected by PR 317.1, with 196 located in Los Angeles County, 48 located in Orange County, 47
located in San Bernadino County, and 28 located in Riverside County. Regarding the distribution
of the affected facilities across different sectors, Table 1 presents the number/share of affected
facilities within each sector. The Utilities sector hosts the largest proportion of the facilities
(15.0%), followed by the Fabricated metal product manufacturing sector (8%), and the Wholesale
trade sector (7.8%). Within the Utilities sector, the affected facilities are mostly fossil fuel electric
power generators, other electric power generators, and sewage treatment facilities.

Table 1
Number and Share of Affected Facilities by Sector
AIEET Percentage of
NAICS Sector Name of i
Facilities Facilities
22 Utilities 48 15.0%
332 Fabricated metal product manufacturing 26 8.2%
42 Wholesale trade 25 7.8%
325 Chemical manufacturing 22 6.9%
562 Waste management and remediation services 21 6.6%
324 Petroleum and coal products manufacturing 18 5.6%
326 Plastics and rubber product manufacturing 15 4.7%
622 Hospitals 14 4.4%
92 State and Local Government 12 3.8%
322 Paper manufacturing 10 3.1%
3364-3369 Other transportation equipment manufacturing 9 2.8%
331 Primary metal manufacturing 8 2.5%
337 Furniture and related product manufacturing 8 2.5%
61 Educational services 7 2.2%
311 Food manufacturing 7 2.2%
486 Pipeline transportation 7 2.2%
323 Printing and related support activities 6 1.9%
327 Nonmetallic mineral product manufacturing 6 1.9%
Scenic and sightseeing transportation; Support
487-488 activities for transportation 6 1.9%
334 Computer and electronic product manufacturing 5 1.6%
561 Administrative and support services 4 1.3%
211 Oil and gas extraction 3 0.9%
335 Electrical equipment and appliance manufacturing 3 0.9%
621 Ambulatory health care services 3 0.9%
PR 317.1 4 June 2024



Final Socioeconomic Impact Assessment

NS Percentage of
NAICS Sector Name gf _ Eacilities
Facilities
713 Amusement, gambling, and recreation 3 0.9%
54 Professional, scientific, and technical services 2 0.6%
213 Support activities for mining 2 0.6%
312 Beverage and tobacco product manufacturing 2 0.6%
321 Wood product manufacturing 2 0.6%
333 Machinery manufacturing 2 0.6%
493 Warehousing and storage 2 0.6%
512 Motion picture and sound recording industries 2 0.6%
44-45 Retail trade 2 0.6%
23 Construction 1 0.3%
212 Mining (except oil and gas) 1 0.3%
339 Miscellaneous manufacturing 1 0.3%
811 Repair and maintenance 1 0.3%
313-314 Textile mills; Textile product mills 1 0.3%
Motor vehicles, bodies and trailers, and parts
3361-3363 manufacturing 1 0.3%
Rental and leasing services; Lessors of

532-533 nonfinancial intangible assets 1 0.3%
Total 319 100%

SMALL BUSINESS

The South Coast AQMD defines a “small business” in Rule 102 for the purpose of determining
the applicable fee as one which employs 10 or fewer persons and which earns less than $500,000
in gross annual receipts. The South Coast AQMD also defines “small business” for the purpose of
qualifying for access to services from the South Coast AQMD’s Small Business Assistance Office
as a business with an annual receipt of $5 million or less, or with 100 or fewer employees. In
addition to the South Coast AQMD’s definition of a small business, the United States (U.S.) Small
Business Administration and the federal 1990 Clean Air Act Amendments (1990 CAAA) each
have their own definition of a small business.

The 1990 CAAA classifies a business as a “small business stationary source” if it: 1) employs 100
or fewer employees; 2) is not a major stationary source; and 3) is a small business as defined by
the U.S. Small Business Administration. Based on firm revenue and employee count, the U.S.
Small Business Administration definition of a small business varies by the six-digit NAICS codes.®
For example, according to the U.S. Small Business Administration definition, a business with less
than 950 employees in the industry of Fossil fuel electric power generations (NAICS 221112) is
classified as a small business, while a business in the Petroleum Refineries industry (NAICS
324110) is considered a small business with 1,500 employees.

6 U.S. Small Business Administration, 2023 Small Business Size Standards, https://www.sba.gov/document/support-table-size-
standards, accessed March 20, 2024.
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South Coast AQMD generally relies on Dun & Bradstreet data to conduct small business analyses
on private companies. In cases where the Dun & Bradstreet revenue and/or employee data are
unreliable, other external data sources such as Manta, Hoover, company websites, and LinkedIn
are used. The determination of data reliability is based on data quality confidence codes in the Dun
& Bradstreet data as well as staff’s discretion. Revenue and employee data for publicly owned
companies is gathered from Securities and Exchange Commission (SEC) filings. Since
subsidiaries under the same parent company are interest-dependent, the revenue and employee
count of each facility’s parent company is used for determining its small business status. For the
purpose of the small business analysis, staff excluded governmental facilities and assessed only
259 of the 319 affected facilities. Employment and revenue data from Dun and Bradstreet as well
as other external sources is available for 254 out of the 259 facilities assessed in the small business
analysis. All potentially affected facilities are assumed to be major stationary sources of VOC and
NOX, and thus, the facilities will not be classified as small businesses under the 1990 CAAA small
business definition. The number of affected facilities that are small businesses based on each of
the three definitions is presented in Table 2.

Number of Affected Small Busine;rsalgéiizlities Based on Various Definitions
Definition Number of Facilities
South Coast AQMD Rule 102 0
South Coast AQMD’s Small Business Assistance Office 39
U.S. Small Business Administration 89

COMPLIANCE COST

The 319 potentially affected facilities, which are assumed to be major stationary sources of VOC
and/or NOx, are located in the SCAB or Coachella Valley Planning area, which are both classified
as “extreme” nonattainment areas for the 1997 and 2008 8-hour ozone standards. The attainment
year for the 1997 8-hour ozone standard and 2008 8-hour ozone standard for “extreme”
nonattainment areas are 2024 and 2032, respectively. The CAA nonattainment fee shall be
calculated separately for the ozone NAAQS if either the SCAB or Coachella Valley Planning Area
fails to achieve attainment with either of the ozone standards, as determined by the U.S. EPA.

When estimating baseline emissions, the analysis relies on a conservative approach which assumes
no emission reductions from the projected baseline emissions, except for the emissions reductions
anticipated from certain facilities subject to the NOx emission reduction requirements in South
Coast AQMD Rule 1109.1 because it contains established emission reduction targets for each
affected facility to meet by certain dates.”

However, no CAA nonattainment fee would be assessed if a major stationary source of VOC
and/or NOx: 1) reduces their emissions by 20 percent from the baseline emissions; 2) is no longer
a major stationary source of VOC and/or NOx, or 3) is located in an area which is redesignated as
in attainment for the applicable ozone NAAQS. If any of these aforementioned conditions occur,

7 South Coast AQMD, Rule 1109.1 — Emissions of Oxides of Nitrogen from Petroleum Refineries and Related Operations, ,
https://www.aqmd.gov/docs/default-source/rule-book/reg-xi/r1109-1.pdf, accessed March 22, 2024.
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a major stationary source would not be required to pay a PR 317.1 nonattainment fee.

The CAA nonattainment fee is calculated separately for VOC and NOx. The fee is calculated by
multiplying the difference between actual emissions in a fee assessment year and 80 percent of
baseline emissions by the annual CAA section 185 nonattainment fee rate for that pollutant.t In
1990, the fee rate for both VOC and NOx was set at $5,000 per ton. The fee rate must be annually
adjusted beginning in the year after 1990 for inflation based on the consumer price index (CPI) for
the most recent calendar year.® The annual U.S. EPA fee rates are published in the federal Clean
Air Act section 185, fee rates memorandum. For the year 2023, the fee rate is $11,922 for both
VOC and NOx.» Figure 1 provides an example of how the CAA nonattainment Fee would be
calculated.©

Figure 1

Example Calculation of Annual CAA Section 185 Fee Amount for a Major Stationary
Source of VOC Emissions for the 1997 8-Hour Ozone Standard

Actual Annual Baseline Annual
Tonsof VOC | = f () .8 X | “ons ofvoc X =
Emitted Emitted

Hvpothetical Facility Calculation for VOCs

* 2023 Annual U.S. EPA CAA §185 Fee Rate =$11,922.00/ton

Annual CAA Nonattainment Fee for VOC=[ 11 - (0.8x 15)] tons x $11,922.00/ton =$11,922.00

For the purpose of this analysis, the potential baseline emissions were estimated by relying upon
the most recent emission data from the AERs from calendar year 2021 for all facilities. However,
there are four facilities in the PR 317.1 universe which are also subject to Rule 1109.1, but their
emission reductions were calculated on a calendar year basis as reported in the 2017 AER, instead
of the 2021 AER. The actual emissions for NOx were estimated by using baseline emissions while

8 Baseline emissions are calculated based on 1990 CAA Section 185 guidelines mentioned in introduction of this report and
when a facility becomes a Major Stationary Source based on PR 317.1. The baseline emission calculation guidelines based on
when a facility becomes a Major Stationary Source can be found in the PR 317.1 Draft Rule Language, Subdivision (c) —
Definitions, https://www.agmd.gov/home/rules-compliance/rules/scagmd-rule-book/proposed-rules/rule-317-1, accessed May
2024. The Final Rule Language is located in Attachment F of the June 7, 2024, Governing Board package for PR 317.1, which
upon posting, will be available 72 hours prior to the Governing Board meeting at https://www.agmd.gov/home/news-
events/meeting-agendas-minutes.

9 U.S. Bureau of Labor Statistics, Data Tools-Data Retrieval Tools-BLS Popular Series-CPI for All Urban Consumers (CPI-U),
1982-84=100 (Unadjusted), https://data.bls.gov/cgi-bin/surveymost?bls, accessed March 22, 2024.

10 U.S. EPA, Ground-level Ozone Pollution, Guidance on Developing Fee Programs Required by Clean Air Act Section 185 for
the Ozone National Ambient Air Quality Standards (NAAQS), https://www.epa.gov/system/files/documents/2024-
01/memorandum_sec-185-penalty-fees-for-year-2023_10-12-2023.pdf, accessed March 22, 2024.

11 South Coast AQMD, Draft Staff Report for Proposed Amended Rule 317.1 — Clean Air Act Nonattainment Fees for the 8-
Hour Ozone Standards, https://www.agmd.gov/home/rules-compliance/rules/scagmd-rule-book/proposed-rules/rule-317-1,
accessed May 2024. The Final Staff Report is located in Attachment G of the June 7, 2024, Governing Board package for PR
317.1, which upon posting, will be available 72 hours prior to the Governing Board meeting at
https://www.agmd.gov/home/news-events/meeting-agendas-minutes.
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accounting for NOx emission reductions from all facilities subject to Rule 1109.1. Lastly, the
analysis applied the CAA section 185 fee rate for calendar year 2023, since future CPI adjustments
are unknown. The calendar year 2023 CAA section 185 fee rate is $11,922.

The analysis models the impact of CAA nonattainment fees for both the 1997 and 2008 8-hour
ozone NAAQS. The 1997 and 2008 8-hour NAAQS nonattainment fees are assumed to begin in
calendar years 2025 and 2033, respectively. The analysis spans from 2025 to 2035 and assumes
that the fees are paid in the same year they are assessed, with a starting fee assessment year of
2025. The actual timing of South Coast AQMD collecting the nonattainment fee payments may
differ based on provisions of PR 317.1.12 The total present value of the compliance cost of PR
317.1 is estimated at $258.42 million and $214.84 million with a 1 percent and 4 percent discount
rate, respectively. The annual average compliance cost of implementing PR 317.1 is estimated to
be $25.07 million. Table 3 presents the breakdown of total annual average compliance costs during
2025 - 2035 across different sectors. The Petroleum and Coal Products Manufacturing sector
(NAICS 324) is expected to incur the largest share of the total annual average compliance costs,
which is estimated to be $8.93 million or 36 percent of the total annual average cost. The sectors
of Utilities (NAICS 22) and Waste Management and Remediation Services (NAICS 562) follow
with an estimated total annual average compliance cost of $3.51 million and $1.59 million,
respectively.
Table 3
Annual Average Compliance Costs by Sector

NAICS Sector Name Annua}l R Percentage
Compliance Costs
324 Petroleum and coal products manufacturing $8,930,250 35.62%
22 Utilities $3,511,380 14.01%
562 Waste management and remediation services $1,589,662 6.34%
332 Fabricated metal product manufacturing $1,509,607 6.02%
326 Plastics and rubber product manufacturing $1,246,651 4.97%
42 Wholesale trade $1,208,323 4.82%
325 Chemical manufacturing $939,597 3.75%
92 State and Local Government $879,484 3.51%
486 Pipeline transportation $764,257 3.05%
211 Oil and gas extraction $441,881 1.76%
322 Paper manufacturing $404,464 1.61%
311 Food manufacturing $394,631 1.57%
331 Primary metal manufacturing $388,531 1.55%
622 Hospitals $374,420 1.49%
61 Educational services $371,598 1.48%
3364-3369 | Other transportation equipment manufacturing $295,033 1.18%
312 Beverage and tobacco product manufacturing $267,720 1.07%
327 Nonmetallic mineral product manufacturing $233,125 0.93%
Scenic and sightseeing transportation; Support $219,135
487-488 activities for transportation 0.87%

2 For more information about Payment Requirements and timing, see Chapter 2 of the Draft Staff Report for PR 317.1,
https://www.agmd.gov/home/rules-compliance/rules/scagmd-rule-book/proposed-rules/rule-317-1. The Final Staff Report is
located in Attachment G of the June 7, 2024, Governing Board package for PR 317.1, which upon posting, will be available
72 hours prior to the Governing Board meeting at https://www.agmd.gov/home/news-events/meeting-agendas-minutes.
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NAICS Sector Name Annua_1| AUBTELE Percentage
Compliance Costs
621 Ambulatory health care services $180,928 0.72%
561 Administrative and support services $129,217 0.52%
323 Printing and related support activities $119,719 0.48%
Computer and electronic product $96,989
334 manufacturing 0.39%
333 Machinery manufacturing $86,276 0.34%
44-45 Retail trade $81,026 0.32%
213 Support activities for mining $73,348 0.29%
Electrical equipment and appliance $64,214
335 manufacturing 0.26%
713 Amusement, gambling, and recreation $63,729 0.25%
212 Mining (except oil and gas) $50,528 0.20%
512 Motion picture and sound recording industries $40,908 0.16%
321 Wood product manufacturing $20,909 0.08%
493 Warehousing and storage $19,361 0.08%
Rental and leasing services; Lessors of $18,785
532-533 nonfinancial intangible assets 0.07%
339 Miscellaneous manufacturing $16,266 0.06%
Motor vehicles, bodies and trailers, and parts $13,929
3361-3363 manufacturing 0.06%
54 Professional, scientific, and technical services $12,199 0.05%
337 Furniture and related product manufacturing $10,712 0.04%
811 Repair and maintenance $3,065 0.01%
Total $25,071,858 100%

Utilities Sector

The Utilities sector (NAICS 22) has multiple industries within the sector that are expected to be
affected by PR 317.1. To provide more information about these industries, the annual average
compliance costs that each industry under the Utilities sector is expected to incur was assessed.
Table 4 presents the annual average compliance costs during 2025 - 2035 across the various
industries within the Utilities sector. The Fossil Fuel Electric Power Generation industry (NAICS
221112) is expected to incur the largest share of the total annual average compliance costs of the
Utilities sector, which is estimated to be $1.30 million. The industries of Other Electric Power
Generation (NAICS 221118) and Sewage Treatment Facilities (NAICS 221320) follow with an
estimated total annual average compliance cost of $1.18 million and $0.69 million, respectively.
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Table 4
Annual Average Compliance Costs under Utilities Sector
Annual Average

MAlES el ey Compliance Cogsts
221112 Fossil Fuel Electric Power Generation $1,297,421
221117 Biomass Electric Power Generation $28,617
221118 Other Electric Power Generation $1,181,162
221122 Electric Power Distribution $5,038
221210 Natural Gas Distribution $249,057
221310 Water Supply and Irrigation Systems $60,906
221320 Sewage Treatment Facilities $689,178

Total $3,511,380

MACROECONOMIC IMPACTS ON THE REGIONAL ECONOMY

The REMI model was used to assess the socioeconomic impacts of the proposed rule.® The model
links the economic activities in the counties of Los Angeles, Orange, Riverside, and San
Bernardino, and it is comprised of five interrelated blocks: 1) output and demand; 2) labor and
capital; 3) population and labor force; 4) wages, prices, and costs; and 5) market shares.*

It should be noted that the REMI model is not designed to assess impacts on individual operations.
The model was used to assess the impacts of PR 317.1 on various industries that make up the local
economy. Cost impacts on individual operations were assessed outside of the REMI model and
were aggregated to the 70-sector NAICS code level to be used as inputs into the REMI model.

Impact of PR 317.1

This assessment is performed relative to a baseline (“business as usual”) forecast where the
proposed rule would not be implemented. The analysis assumed that the 319 affected facilities
would pay the nonattainment fee during the corresponding fee assessment years from 2025 to
2035.

The nonattainment fee is the only direct cost of PR 317.1 and is used as an input in the REMI
model which uses this information to assess secondary and induced impacts for all the industries
in the four-county economy on an annual basis over the 2025 — 2035 period.

The facilities subject to PR 317.1, as listed in Table 1 and as modeled in REMI across 70 sectors,
are anticipated to pay nonattainment fees would incur direct costs. South Coast AQMD will be the
agency collecting the nonattainment fees from the affected facilities.

13 Regional Economic Modeling Inc. (REMI). Policy Insight® for the South Coast Area (70-sector model). Version 3. 2023.

14 Within each county, producers are made up of 156 private non-farm industries and sectors, three government sectors, and a
farm sector. Trade flows are captured between sectors as well as across the four counties and the rest of U.S. Market shares of
Within each county, producers are made up of 156 private non-farm industries and sectors, three government sectors, and a
farm sector. Trade flows are captured between sectors as well as across the four counties and the rest of U.S. Market shares of
industries are dependent upon their product prices, access to production inputs, and local infrastructure. The
demographic/migration component has 160 ages/gender/race/ethnicity cohorts and captures population changes in births,
deaths, and migration. (For details, please refer to REMI online documentation at http://www.remi.com/products/pi.).
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Regional Job Impacts

As presented in Table 5, the REMI modeling analysis projects that there would be 81 foregone
jobs annually on average over the 2025 — 2035 period relative to the baseline forecast. The
Construction and Retail trade industries are the most negatively impacted sectors with 19 and 12
foregone jobs annually relative to the baseline, respectively. These jobs foregone may be attributed
to the labor-intensive nature of these two industries and can also be viewed as less job growth
within these industries relative to the baseline. The Transit and Ground Passenger Transportation
industry will have 14 additional jobs gained annually, relative to the baseline scenario. The greatest
job impacts are projected to occur in 2034 and 2035, when both the 1997 and 2008 8-hour ozone
NAAQS nonattainment fees are assumed to be paid by the affected facilities. The REMI model
forecasts 132 foregone jobs annually in the regional economy in 2034 and 2035, relative to the
baseline scenario. The “Other industries” row in Table 5 presents the sum of job impacts for all
the other industries excluding the 10 selected industries in the table. The small number of foregone
jobs relative to the high compliance cost of PR 317.1 is mainly attributed to the capital-intensive
nature of the most impacted industries, characterized by a substantial proportion of
equipment/machinery relative to labor.

Table 5
Projected Job Impacts of PR 317.1 by Selected Industries and Years
Annual | Baseline Job | Percent
Average Counts Relative
Industry (NAICS) 2025 | 2030 | 2035 (2025- (Average, to
2035) 2025-2035) Baseline

Construction (23) -5 -20 -24 -19 490,499 -0.0039%
Retail Trade (44-45) -7 -11 -17 -12 797,155 -0.0015%
State and Local Government
(92)* 2 -9 -11 -6 932,416 -0.0007%
Ambulatory Health Care
Services (621) -1 -5 -8 -6 597,405 -0.0009%
Fabricated Metal Product
Manufacturing (332) -1 -5 -9 -5 88,372 -0.0061%
Real Estate (531) 0 -5 -7 -5 553,746 -0.0008%
Administrative and Support
Services (561) 9 -2 -1 1 786,720 0.0001%
Federal Military (92)* 1 1 1 1 42,258 0.0024%
Securities, Commodity
Contracts, Other Investments;
Funds, Trusts, Other Financial
Vehicles (523) 5 1 3 2 280,027 0.0008%
Transit and Ground Passenger
Transportation (485) 19 9 17 14 312,337 0.0044%
Other Industries 13 -50 -76 -44 6,296,744 -0.0007%
All Industries 34 -97 -132 -81 11,177,679 0.0007%

*REMI software models Federal Military industry separate from State and Local Government industry. Please note that the
NAICS Association encompasses both industries under the same primary NAICS code (92). The Federal Military industry
specifically falls under NAICS code 928, which is National Security and International Affairs.
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In addition, in 2013, South Coast AQMD contracted with Abt Associates Inc. to review the South
Coast AQMD socioeconomic assessments for Air Quality Management Plans and individual rules
with the goal of providing recommendations that could enhance South Coast AQMD's
socioeconomic analyses. In 2014, Abt Associates Inc. published a report which included a
recommendation for South Coast AQMD to enhance socioeconomic analyses by testing major
assumptions through conducting a scenario analysis. As such, South Coast AQMD generally
includes an alternative worst-case scenario in Socioeconomic Impact Assessments which analyzes
a scenario that assumes the affected facilities would purchase all feasible monitoring equipment
and services from providers located outside of the South Coast AQMD’s jurisdiction. In short,
this alternative worst-case scenario only models the impacts of the costs of compliance. This
hypothetical scenario is designed to test the sensitivity of the embedded assumptions in the REMI
model about how compliance costs and revenues would be distributed inside and outside of South
Coast AQMD’s jurisdiction. However, PR 317.1 does not require the purchase of equipment or
services and is only designed to implement the framework by which South Coast AQMD assesses
and collects the CAA nonattainment fee from affected facilities. For this reason, the worst-case
scenario for PR 317.1 instead models the impacts of the nonattainment fees paid by affected
facilities, and eliminates the revenue associated with the collection of these fees from South Coast
AQMD. This worst-case scenario would result in an annual average of approximately 192 jobs
foregone relative to the baseline scenario. The 192 jobs foregone represent only 0.0017 percent of
the forecasted average baseline jobs in the regional economy. Figure 2 presents the projected
regional job impacts over the 2025 — 2035 period for both the standard and worst-case scenario
forecasts.

Figure 2
Projected Regional Job Impact, 2025 — 2035
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15 Abt Associates Inc., August 2014, Review of the SCAQMD Socioeconomic Assessments, Chapter 6, Section 3,
https://www.agmd.gov/docs/default-source/Agendas/agmp/scagmd-report---review-socioeconomic-assessments.pdf, accessed
April 2, 2024.
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Price Impact and Competitiveness

The overall impacts of PR 317.1 on production cost and delivered prices in the region is not
expected to be substantial. Based on the REMI analysis, the implementation of PR 317.1 is
projected to increase the relative cost of production by 0.003 percent and increase the relative
delivered price of goods by 0.002 percent for all the industries in the South Coast AQMD
jurisdiction in the year 2033, when implementation of PR 317.1 will have the greatest impact
upon cost of production and delivered price of goods in the region.
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Background — CAA Section 185

o Federal Clean Air Act (CAA) Section 185 requires collection of nonattainment fees if the
South Coast Air Basin or Coachella Valley fails to attainment a federal ozone standard

 Fee applies to facilities with 10 tons or more of VOC or NOx emissions per year
(Major Stationary Sources)

 Fees collected until attainment

e PR 317.1 implements Section 185 for the 1997 (revoked) and 2008 ozone standards
e Attainment deadline for 1997 standard: June 15, 2024
 Attainment deadline for 2008 standard: July 20, 2032

{ Nondiscretionary Action — U.S. EPA is required to collect the fees if South Coast AQMD does not }
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P\
| _\f\ Pathways to Comply with CAA Section 185

Fee Collection Fee Equivalency Alternative

 Available for unrevoked and revoked Only available if both conditions are met:
standards 1. Ozone standard has been revoked by
* Collect fees each year based on the U.S. EPA
amount of emissions that exceed 80% 2. Utilizes funds beyond commitments in
of the baseline emissions the applicable Air Quality
Management Plan

Fee equivalency alternative is not available for 1997 and 2008
ozone standards for South Coast AQMD
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, ;’\ 8-Hour Ozone Trends

_ 1
8—|HOL|H‘ Olzonle DleSIgln Vzla\luels S  Overall air quality has

—e—South Coast Air Basin im proved

—e—Coachella Valley

For 1997 standard,
South Coast Air Basin
will not be in
attainment by 2024 but
Coachella Valley will
likely attain following

2008 8-Hr Ozone Standard (75 H 2
- 20T58-Hr Oz6nhE Stahdard170 pp an extension

q
Q
Z
)
c
o
N
@)

1 —Annual 4t highest 8-hour average
concentration, averaged over 3 years
2 — Facilities are exempt from PR 317.1
fees in the extension year




Source Contributions for

Ozone Precursors of VOC and NOXx

2023 VOC Emissions 2023 NOx Emissions
379 tons per day 250 tons per day

»

* The primary
Off-Road pollutants that must
Mobile be controlled to
26% achieve 8-hour ozone Off-Road
standards are NOx Mobile

47%

On-Road * Over 80% of the NOx On-Road
Mobile emissions in 2023 are Mobile
15% from mobile sources 34%

A o

T IncluﬂMﬂreamﬁd&wume& Major stationary sources potentially impmwf.l répresert%of the VOC emissiohsiand.7% of the“

NOx emissions.




PR 317.1 Key Requirement

Affected

Eacilities e About 320 facilities (estimated based on number of Title V facilities)

e Applies to emissions! that exceed 80 percent
. . . 8-Hour Ozone
of baseline emissions
. .. .. Criteria "
Fee = Baseline emissions are based on emissions
Obligations in the attainment year
, Baseline Emissi 2024 2032
= Fee rate was $11,922 per ton in 20232

. THT . Year Fee
o
Applicable facilities are responsible for Obligation Begins TLEINNEALE

paying fees for each applicable standard

1 — Major stationary source only pays for pollutantswhieli®qualifies them as a major stationary source
2 — U.S. EPA annually adjusts the fee rate by CPI




CAA Section 185 NOx Fee Example

for 1997 Ozone Standard

[ Fee applies to emissions above 80% of baseline
= ,
'-E,: T 80% of Baseline Emissions _,i Fee Applles
E 8 b A \‘
S i
2 8 20 :
C e T 1
o tons me ' FeeDoes
B 0888 ' Not Apply
® R
=2 4
2024 Emissions 2025 Emissions 2026 Emissions
(Baseline Emissions) (Assessment Year 1) (Assessment Year 22)
No Fee Assessed Fee of $48,000 Fee of SO
(4 tons x $12,000%) _

1— Assuming rounded 2023 fee rate, subject to future CPl adjustment
2 — Assessment would continue for future years until area is in attainment with 1997 standard



(\ Alternative Baseline Option

Alternative
RENEINE
Emissions
Option

e Facility may propose alternate method to determine baseline
emissions level if emissions are irregular, cyclical, or vary

e Alternate baseline shall reflect emissions from normal operating

conditions
e Alternate method conditioned upon U.S. EPA issuing a guidance
document




Socioeconomic Impacts

; Other Public
1
o In 2025’ total fees estimated i Service Facilities Colleges, Universities,
conservatively to be = $26 million Other Fa/C"'t'eS 7% or Professional
X AL 26% Schools
« Assumed all Title V facilities (=320) to be 1%
major stationary sources of VOCs and NOXx SEC dr S
and emissions remain the same as baseline and Distribution
except for Rule 1109.1 implementation 8%
o Estimated about 80 jobs foregone E
annually on average with =20 jobs 58%

foregone from construction sector

1 — Other public service facilities include general medical & surgical hospitals; sewage treatment; solid waste landfill; water supply & irrigation systems;

natural gas distgbutiomsegulation & administration of communications, electric, gas, & lities; and other general government support. ‘"
3 5 . oo 3 5 2 q . . - > -,

2= Refinery.industries include petrolevmrefineries, petroleumsbulk stations and termirnals, pipeline transpo'r?a?/on o? refined petroleum productsyand

petroleum and petroleum products merchant wholesalers (except bulk stations and terminals). i



Key Remaining Issue

Comment: PR 317.1 may require fee collection even when facilities are no
longer required to pay due to potential changes in the CAA or the
implementation guidance

Response:
* No foreseeable changes are anticipated
* Uncertainties with the potential changes, if any

e Staff is committed to evaluate the updates and take any necessary actions to
reflect these updates, if appropriate
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. Wmg ) Next Steps - Spending of Funds

o Stakeholders have commented on the use of the fees collected
through PR 317.1

e CAA does not specify how to spend the funds
 Usage will be determined through a future public process
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| 0 Recommended Actions

o Recommended actions:

* Determine that PR 317.1 is not
considered subject to CEQA and

e Adopt Rule 317.1
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