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AGENCY 

RECOMMENDATION: 

Receive and file the District's annual offset equivalency report 
(attached), submitted to the federal Environmental Protection 
Agency (EPA) for the 12-month period from August 20,2007 
through August 19, 2008. 

BACKGROUND: 

New facilities and modifications to existing facilities that cause 
increases in emissions above certain levels are required by the 
District's New and Modified Stationary Source Review (NSR) Rule 
to provide emission reduction credits as mitigation of those 
increases. Although the District's NSR rule, overall, is more 
strirrgent than the federal regulations, it does not exactly match the 
federal requirenients in all respects. In particular, the District's 
NSR rule does not require discounti~ig of ERCs at the time of use. 
Discounting is a process of reducing the value of ERCs by 
adjusting them for emissions reductions that have been required 
by newer rules adopted since the original ERC banking action. 

After years of negotiation with EPA and stakeholders, the parties 
agreed to an offset equivalency system designed to assess overall 
equivalency with EPA regulations on an annual basis. The details 
of this equivalency systerr~ have been embodied in the District's 
NSR rule, Rule 2201, since December 19, 2002. 
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SJVUAPCD Governing Board 
RECEIVE AND FILE DISTRICT'S ANNUAL OFFSET EQUIVALENCY REPORT TO 
THE FEDERAL ENVIRONMENTAL PROTECTION AGENCY 
December 18, 2008 

DISCUSSION: 

To demonstrate equivalency with the federal NSR offsetting requirements, the 
annual offset equivalency report must demonstrate both of the following: 

. . 

1. The District has required an equivalent or larger amount of offsets from 
new and modified stationary sources as would have been required 
under direct implementation of federal regulations; and 

2. The amount of reductions required by the District from new and 
modified stationary sources, after discounting at the time of use, 
equals or exceeds the amount of ERCs required 1.1nder federal 
regulations. 

The concept of an equivalency demonstration is only possible because the 
District's NSR program is, in several ways, more stringent than the federal 
requirements. Under federal NSR, offsets are only required for new major 
sources and major modifications to existing sources. For instance, for nitrogen 
oxides (NOx) and volatile organic compounds (VOC), the federal offsetting 
requirements would have been triggered at facility emission levels of 25 tons per -. 
year. In contrast, the District's NSR rule, as mandated by the California Clean 
Air Act, requires offsets for facilities emitting 10 tons per year of NOx or VOC. In 
addition to requiring offsets from smaller sources, the District's program is more 
stringent than the federal program in other ways, allowing for further credits 
towards the equivalency demonstration. Additional reductions that go beyond 
federal requirements and are therefore used by the District to show equivalency 
include the following: 

Higher offset ratios 
Extra discounting of credits at the time of banking 

. . 
Reductions from application of BACT to existing minor sources 
"Orphan" shutdowns (reductions from facility shutdowns for which ERCs 
are not granted.to the owner) 

During this reporting period, there were four projects that constitl~ted either new 
major sources or federal major modifications, As shown in the attached report, 
reductions required by the District exceed the amount required under the federal 
regulations. 

Although equivalency was shown for this reporting period, future equivalency 
demonstrations will be more difficult due. to the following: 

Changes to the NSR rule required by the District's redesignation as an 
"extreme" nonattainment area for the federal eight-hour ozone standard. 
Permit actions anticipated in the next tracking year that trigger major 
modifications for criteria pollutants. 



SJVUAPCD Governing Board 
RECEIVE AND FILE DISTRICT'S ANNUAL OFFSET EQUIVALENCY-REPORT TO 
THE FEDERAL. ENVIRONMENTAL PROTECTION AGENCY 
December 18, 2008 

Continued development of additional rules by the District will limit the 
quantity of surplus reductions available for the equivalency demonstration. 

In pursuit of solutions to the potential shortfall in our equivalency tracking system, 
District staff will be working with ERC owners and other stakeholders during the 
next tracking year to explore options, and perhaps develop a rule or rules that 
replace or simplify the equivalency tracking system. 

Attachment: Offset Equivalency Report to EPA (10 pages) 
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Mee1:ing of the Governing Board 
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Attachment . . - Offset Equivalency Report to EPA 
(1 0 pages) 



Sah Joaquin Valley. 
AIR POLLUTION CONTROL DISTRICT 

November 19,2008 

Deborah Jordan, Director 
Air Division 
U.S. EPA, Region IX 
75 Hawthorne Street 
San Francisco, CA 941 05-3901 

Re: Offset Equivalency Report, August 2007 - August 2008 

Dear Ms. Jordan: 

As required by the District's New Source Review Rule, the District has completed 
an annual offset equivalency report for the twelve-month period from August 20, 
2007 to August 19, 2008. The attached report incorporates the following: -. 

The quantity of offsets that would have been required from new major 
sources and major modifications to existing sources under a federal NSR 
program. 
The quantity of offsets actually required by the District. 
The surplus-at-time-of-use value of the emission reductions used to offset 
emissions increases from stationary sources. 
The quantity of shortfall or excess carry-over credits. 

As you can see from the attached report, the District required more offsets than 
would have been required under federal offset requirements, and the surplus 
value of the reductions used exceeded those required under federal NSR. 
Therefore, equivalency is demonstrated and no remedial actions are necessary. 

For your information, there are five projects of interest during this reporting 
period: 

Panoche Energy Center LLC 
Aera Energy LLC 
Chemical Waste Management, Inc 
South Kern Industrial Center LLC 
County Sanitation District of Los Angeles 

Seyed Sadredin 
Executive DirectorjAir Pollution Control Officer 

Northern Region Central Region (Main Ofice) Southern Region 
4800 Enterprise Way 1990 E. Gettysburg Avenue 2700 M Street. Suite 275 

Modesto, CA95356-8718 Fresno, CA 93726-0244 Bakersfield, CA 93301-2373 
Tel: (209) 557-6400 FAX:(209) 557-6475 ~el:(559) 230-6000 FAX: (5591 230-6061 Tel:(661)326-6900 FAX: (6611 326-6985 

www.valleyair.org 



.Ms. Jordan . 
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The Panoche Energy Center LLC project was issued its final Determination of 
Compliance (DOC) by the California Energy Commission (CEC) in December 
2007, during this reporting period. Permits for Aera Energy LLC, Chemical 
Waste Management Inc, South Kern Industrial Center LLC, and County 
Sanitation District of Los Angeles were all issued by the Air District during this 
reporting period. Therefore, these five projects are included in this report as 
trackable projects. 

Please .call me at (559)230-5900 if you have any questions regarding this 
matter, or if you need additionaldetails. 

. . 

\ 

.David Warner 
Director of Permit Services 

cc: Mike Tollstrup, CARB 





San Joaquin Valley APCD 
Annual Offset Equivalency Report - Detail 

Transaction details for 8l2012007 through 8/19/2008 
- 

Pollutant Company Name and Address 

NOx 
AERA ENERGY LLC 

HEAVY OIL WESTERN STATIONARY SOURCE, 
KERN COUNlY Slrrpl~~s at  the time of use Redl~ctions Used to Mi Jab this Increase 

Tracking ID for ATC 
2008-S-1 072356421 7-0 

2008-S-10723564217-0 

2008-S-1072356-4217-0 

2008-S-1072356-4217-0 

2008-S-I07235642 17-0 

2008-S-10723564217-0 

2008-S-10723564217-0 

2008-S-10723564217-0 

2008-S-1072356-4217-0 

2008-S-10723564217-0 

2008-S-1072356-4217-0 

2008-S-1072356-4217-0 

2008-91 072356421 7-0 

2008-S-1 072356421 7-0 

2008-S-10723564217-0 

2008-S-10723564217-0 

2008s-10723564217-0 

2008,s-10723564217-0 

2008-S-107235642; 7-0 

Fed OIfiets Req 'd 
51.7 

51.0 

49.5 

46.8 

44.2 

42.9 

41.4 

39.9 

38.9 

37.4 

35.9 

ATC Date 
10/9/2007 

1 0/9/2007 

1019/2007 

1 0/9/2007 

1 019/2007 

1 0/9/2007 

10/9/2007 

10/9/2007 

1 019/2007 

1 0/9/2007 

1 0/9/2007 

1 0/9/2007 

101912007 

10/9/2007 

1 0/9/2007 

10/9/2007 

1 0/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

1019/2007 

10/9/2007 

Tracking ID for Rerluction 
2008-C-8881577-3249-1 

20084-8881 568-3179-1 

2008-C-8881578-3250-1 

2008-C-8881567-3161-1 

2008-C-8881567-3162-1 

2008-C-8881567-3160-1 

2008-C-8881567-3163-1 

2008-C-8881568-3164-1 

2008-C-8881568-3175-1 

2008-C-8881567-3159-1 

20084-8881 568-31 76-1 

2008-C-8881567-3158-1 

2008-C-8881568-3177-1 

2008-C-8881567-3157-1 

2008-C-8881568-3178-1 

2008-C-8881579-3251-1 

2008-C8881579-3252-1 

2008-C-8881567-3156-1 

2008-C-8881580-3253-1 

2008-C-8881582-3254-1 

2008-C-8881583-3255-1 

2008-C-8881567-3155-1 

2008-C-8881583-3256-1 

2008-C-8881583-3257-1 

2008-C-8881583-3258-1 

2008-C-8881551-3154-1 

2008-C-8881584-3259-1 

Credit (t/yl 
0.7 

1 .5 

2.7 

2.6 

1.3 

1.5 

1.5 

1.0 

1.5 

1.5 

1.5 

1.5 

1.5 

1.5 

1.5 

0.8 

0.8 

1.5 

0.9 

0.9 

0.8 

1.2 

1.2 

1.2 

0 7 

1.2 

1.5 

Time of Use 
10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007* 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2001 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

10/9/2007 

Tuesday. November 18,2008 Page 1 of 7 



Pobtant Compal~y Name and Address 

Total Redrctbns. this reporting period, for this project 511 
PANOCHE ENERGY CENTER LLC 

W PANOCHE RD, FIREBAUGH 

Surplus a t  the t i i  of use Reductions Used to Mitinate this Increase 
Tracking ID for ATC Fed Offsets Req'd ATC Date Tracking ID for Reduction i t  ( y )  Time of Use 

2008-C-10625184216-0 126.1 12/19/2007 2OO&G8881568-3168-1 1.2 12/19/2007 ..- 
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PoLtant Campany Name and Address 
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Polhrtant Company Name and Address 

0.1 12/19/2007 2008-C-8881577-3249-1 0.1 1211 912007 

Total Reductins. this repormu period. for this project 126.1 

AERA ENERGY LLC 
HEAVY OIL WESTERN STATIONARY SOURCE, 
KERN COUNTY S~~rplus a t  the time of use Reductions Used to mate this Increase 

Tracking ID for ATC Fed offsets Req'd ATC Date Tracking ID for Reduction Credii (Cv) Time of Use 
2008-S-1072356-4217-0 36.1 IOI9I2007 2008-S-1072356-4199-1 3.1 10191200?' 
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PoOutal~t Canlpany Name an11 Ad~lress 

2008-S-1072356-4217-0 1.6 101912007 2007-N-9993700-2246-1 0.7 10/9/2007 

2008-S-1072356-42 17-0 0.9 10/9/2007 2007-N-9994090-2181-1 0.9 10/9/2007 

Total Reductbns. this reporting period. for this ~ o j e c t  36.1 
VOC 

CHEMICAL WASTE MANAGEMENT, INC 
35251 OLD SKYLINE ROAD, KETTLEMAN CITY 

Surplus a t  the t h e  of use Reductions Used tu Mitigate this Increase 
Tracking ID for ATC Fed Offsets Req'd ATC Date Tracking ID for Recluction Credit (t/yl Time of Use 
2008-C-1072627-4218-0 33.7 511 412008 2004-C-9992199-1470-1 3.5 5/14/2008 

Total Reductbns. this reporting period. for this project 331 
COLINTY SANITATION DISTRICTS. OF L.A. CO. 

SECTION 35,'TOWNSHIP 22S, RANGE 19E, MT. 
'IABLo AND C O U ~ l u s  a t  the time of use Reductions Used to M i i i t e  thii Increase 

Tracking ID for ATC Fed Offsets Req 'd A TC Date . Tracking ID for Reduction Credit (t/yl Tinze of Use 
2008-C~1073961-4220-0 121.2 71812008 2005-S-1031885-12841 0.5 7/8/2008 - 
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,Pollutant Company Name and Addnss 

Total Reductimns. this reporting period, for this project 1212 
PANOCHE ENERGY CENTER LLC 

W PANOCHE RD, FIREBAUGH 

Surplus a t  the time of use Reductio~~s Used tu Miligate this Increase 
Tracking ID for A TC Fed Offsets Req'd ATC Date Trackirtg ID for Reductiorz Credit (Cv) Time of Use 
2008-C-1062518-4216-0 39 5 1211 912007 2004-N-9993484-1418-1 2 4 12/19/2007 

2008-C-1062518-4216-0 37 1 1211 912007 2005-N-9993584-1598-1 5 0 12/19/2007 

2008-C-1062518-4216-0 32 1 12/19/2007 2005-N-9993665-1525-1 5 0 1211 912007 

2008-C-1062518-4216-0 27.1 1211 912007 20046-9992339-1 020-1 1.3 12/19/2007 

2008-C-1062518-4216-0 25.8 12/19/2007 2004-N-9993909-1408-1 5 0 1211 9/2007 

2008-C-1062518-4216-0 20.8 12/19/2007 2004-N-9994161-1383-1 0.8 1211 912007 

2008-C-1062518-4216-0 20.0 1211 912007 2005-N-9994433-1665-1 16.2 12/19/2007 

2008-C-1062518-4216-0 3.9 1 2/1 912007 2005-C-9991965-1149-1 3 5 12/19/2007 
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PuOlRant Clrlnlpany Name an11 Adllress 

2008-C-1062518-4216-0 0.4 12/19/2007 2004-N-9994531-1384-1 0.4 12/ 1 912007 

Total Reductins, this reporting period, for  this p ~ j e c t  39.5 
SOUTH KERN INDUSTRIAL CENTER LLC 

2653 SANTIAGO ROAD, TAFT 

Sur/~hls a t  the time nf use R e ~ l u c t i ~ ~ s  Used to Mitieate thii Increase 
Tracking ID for A TC Fed Offsets Req'd ATC Date Tracking ID for Reduction Credit (Uy) Time of Use 

2008-S-1074218-4219-0 77.0 7/31 12008 2009-S-1074218-4065-1 1.1 713 1 DO08 

2008-S-107421842 190 75.9 7/31/2008 2009-S-1074218-4066-1 0.1 713 112008 

2008-S-1074218-42 19-0 75.8 7/31/2008 2009-S-1074218-4113-1 9.1 713 112008 

2008-S-1074218-4219-0 66.7 7/31/2008 2005-S-9993184-1037-1 8.4 713 112008 

53.1 7/31 12008 2005-8-9993579-1 204-1 

49.8 7/31/2008 2005-S-9993621-1120-1 

49.6 713 112008 2005-S-9993777-1063-1 

49 5 7/31/2008 2005-S-9991744-1180-1 

44 5 7/31/2008 2005-S-9993819-1116-1 

4 1.7 7/31/2008 2005-S-9991685-1051-1 

36.8 7/31/2008 2005-S-9993869-1214-1 

31.8 7/31/2008 2004-S-9991498-1025-1 

25 8 7/31/2008 2005-S-9994020-1211-1 

20 8 7/31/2008 2005-S-9994151-1210-1 

15.8 7/31/2008 2005-S-1040356-1294-1 

I5 3 7/31/2008 2005-S-9990339-1220-1 

13.7 7/31/2008 2004-S-1031052-1273-1 

4.7 7/31/2008 2004s- 1020916-1 271-1 

4.1 7/31/2008 2005-S-1031885-1289-1 

Total R e l c t L ~ s ,  this repr~rting period, fur  1Lis project 
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