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District Offset Equivalency Program

e District performs an annual demonstration that the District’'s ERC
program is at least as stringent as federal offsetting requirements
— Approach initially approved by EPA and CARB in 2001

- Demonstration submitted to EPA and CARB annually for review and presented to
Governing Board at public hearing

 Annual report must demonstrate both of the following:

- The quantity of offsets required by Rule 2201 equals or exceeds the quantity of
federal offsets that would have been required

— The surplus value of offsets required by Rule 2201, plus the surplus value of
additional creditable emission reductions, equals or exceeds the quantity of
federal offsets that would have been required

e Should the system fail to demonstrate equivalency, Rule 2201 contains
tailored remedies that are required to be enacted immediately

g e e [ - E
AIR POLLUTION CONTROL DISTRICT



Components of Equivalency

Federal NSR (increases)

* Federal Offset Quantity for New Major Sources
* Federal Offset Quantity for Major Modifications

District NSR (decreases)

 ERCs Reserved/Withdrawn (District Offset Quantity)
 ERCs Surrendered

e ERCs Newly Issued (AQID)
* Orphan Facility Shutdowns
» BACT on Existing Minor Sources
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Federal Offset Quantity

e Each project resulting in a New Major Source or Federal Major
Modification is tracked based on the date the project is final

 The quantity of surplus at time of use offsets required under federal
NSR is determined during the evaluation of the project prior to
issuance of the Authorities to Construct (ATCS)

e New Major Sources or Federal Major Modifications projects are
subject to public notification and review prior to ATC issuance and are
concurrently submitted to EPA and ARB for review
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ERCs Reserved/Withdrawn

e Each project requiring District offsets under Rule 2201 is tracked
based on the date the project is final

 The ERCs reserved/withdrawn to satisfy the offsetting obligation are
tracked
— Quantity of ERCs (surplus value at time of banking)
— Surplus value of ERCs at time of use & ongoing surplus value of ERCs
 The quantity of ERCs reserved/withdrawn is used to demonstrate
Quantity of Offset Equivalency as necessary
- Unused balance is carried forward
* The surplus value of ERCs reserved/withdrawn is used as necessary
to demonstrate Surplus Value Equivalency
- Unused balance is included in the surplus carry-over
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ERCs Surrendered

e Each ERC that is surrendered to the District is tracked based on the
date the ERC surrender project is final

— Quantity of ERCs (surplus value at time of banking)
- Surplus value of ERCs at time of use & ongoing surplus value of ERCs

* The surplus value of ERCs surrendered is used as necessary to
demonstrate Surplus Value Equivalency

- Unused balance is included in the surplus carry-over

 The surplus value of ERCs surrendered can also be used as necessary
to satisfy Quantity of Offset Equivalency shortfalls
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ERCs Issued

e Each newly issued ERC is tracked based on date banking
project is final

e At time of banking, the actual emission reduction associated
with the ERC is discounted by 10% and the District takes
ownership in the form of the Air Quality Improvement
Deduction (AQID)

* The surplus value of AQID is tracked over time and used as
necessary to demonstrate Surplus Value equivalency

 Unused AQID is included in the surplus carry-over

* The surplus value of AQID can also be used as necessary to
satisfy Quantity of Offset Equivalency shortfalls




Orphan Facility Shutdowns

* Reductions from facility shutdowns for which ERCs were not banked by
the owner

- Does not include facilities where source shifting may be an issue (gasoline
stations, dry cleaners, etc.)

— AG-ICE projects were treated as a type of orphan shutdown project

e Historically, each orphan shutdown (OSD) was tracked based on date
the facility permits were surrendered

* The surplus value of OSDs were tracked over time and used as
necessary to demonstrate Surplus Value equivalency

e Unused OSD was included in the surplus carry-over

* The surplus value of OSD could also be used as necessary to satisfy
Quantity of Offset Equivalency shortfalls
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Equivalency Demonstration
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Offset Quantity Equivalency Demonstration Process Diagram (Test 1)
Tracked Activity Oﬁset;i:fr ?:Lesdﬂunder Total Offsets Required Under District NSR Equivalency Demonstration

The total amount of offsets required under District NSR

Total value of ERCs reserved or for ATC projects finalized during the reporting period is
ATC Projects Requiting Offsets - withdrawn for ATC projects finalized - projects g the reporting period
. : ; determined using records from the Districts permit
during the reporting period database

" District Offset Equivalency Tracking Database
Tracked Activity Dﬂse':ei‘::l' :’:Ru"der Total Offsets Required Under Federal NSR
The total amount of offsets required under District NSR, and the total

amount of offsets required under Federal NSR are recarded in the
The Federal Offset Quantity required
pursuant to 40 CFR 51.165 is calculated -

District Offset Equivalency Tracking Database.
in each ATC project. The total amount of offsets required under federal NSR

for FMM and MMS projects finalized during the reporting -

ATC projects resulting in a Federal Major
Modification (FMM)

period is determined using records from the District's
The Federal Offset Quantity required permit database.
pursuantto 40 CFR 51.165 is calculated #

in each ATC project.

ATC projects resulting in a New Major
Saource (MMS)

Equivalency Demonstration (Test 1)

Ifthe total amount of offsets required under District MSR (including priar
year carry-over) is greater than or equal to the amount of offsets required
under federal N3R, equivalency with Test 1 (offset requirement
equivalency) is demonstrated.
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. Amount (running total) of reductions that
San Joaquin Valley APCD  [vcocvms Smnseoomns
= equivalency program due ta the

Annual Offset Equival encv Report discounting of "surplus attime of

issuance” reductions to meetthe federal
"surplus attime of use” requirement.

Summary for 08202017 through 081972018

/
Offset Requirement Equivalency * Surplus at the Time of Use Equ'rvalem;f/
Excess or Shortfall previous Year plus o
{+] the Excess or shortfall this Year. B “H—“——-—h___ {,,.,—. N ./'r
S Reduction i
T £ (surplus at Reductions
Number Offeats Offsets Excess the time of eliminated
Number of Required| | Required Excess |or Total Shortfall |use) used by ~ |[Unused
of New Federal under under  or Shorifall | |Excess from for discounting ||Carry-over
Major Major  Federal | | District Shortfall |previous | |or Previous |Bquivalency | ghorifall | 3t the time ||Creditable
Pollutant Sources Mods NSRH" NESR this Year | Year Shortfall Year this year this year | Of use™ Reductions
NOx 0 1 1193 407 JR6 43361 43775 00 1183 0.0 54853 4340
VOoC 1 28 6259 1578 -468.1 11242 6561 00 6259 00 71638 1286.0
PMILD 0 o 00 148 143 8112 §36.0 00 00 0.0 1277 1854.0
PM2L.5 0 0 00 0o L] 3709 Jnse 00 [iH1] 0.0 1] 2910
O 0 0 0D 0.0 0.0 1981 193.1 0.0 0.0 0.0 1107 7400
503 a0 0 0.0 78 7.6 (. 28560 AL 2863.6 oo | 0.0 0.0 7707 18870
! 3 I‘\._'_/ B 2 - i
L | \\
* All numbers are in Tons per Year \l\
“* Total quantity of discount since initiating tracking in August 2001 b
\ \
| \'
The total difference (running total) between the total offsets required Amount of surplus reductions used from the Amount of surplus reductions available in
under District NSR, and the total offsets requirec under Federal NSR. offset equivalency bank to mitigate the offsets the offset equivalency bank after
required by federal NSR for FMM and NMS mitigating all offsets required by federal
Due to adjustments to the tracking database (e.g. removal of offsets from projects finalized during the reporting period. NSF for this reporting period. These
unimplementad ATC project, ete.), this value may not be equal to the reductions can be used to mitigate offsets
Total Excess of Shortfall value form the previous year's report. required by federal NSR in the future.
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Surplus At Time of Use Offset Equivalency Demonstration Process Diagram (Test 2)

Tracked Activity

ATC Projects Requiring Dffsets

ERCs Surrendered [2.g. CEQIA, Yariances,

Abatements, etc.]

Original ERC Banking Projects

Orphian Facilivy Shutdowns

ATC Prajects Requiring BACT an existing
units at Non-Major Sources

Tracked Activity

ATC projects rezulting in a Federal Majar
Modification [FMM]

ATC projects resulting in a Mew Major

Source [NMS)]
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Reductions Generated by
District NSR

ERCs reserved ar withdrawn for ATC
projects

ERCs surendered

A0
[10% of Actual Emizsion Reduction]

Emizzion reductions from Facility
shutdowns far which ERCs were not
banked by the owner

I Reductions from BACT required on
I euisting units located at non-Major

0 _ Sourees __ _ _ 4

Amount of Offsets Required by
Federal NSR

The Federal Offset Cuantity (FOC)
required pursuant to 40 CFR 51.165i0s
caloulatedin each ATC project.

The FOQ required pursuant to 40 CFR
51165 s caloulated in each ATC project.

Action Taken Before Entering Tracking
Database "Offzet Equivalency Bank™

Each reduction is dizcounted prior to entering in the
bank to enzure reductions are surplusz.

Each reduction is discounted prior to entering in the
bank ta enzure reductions are surplus.

The reductions are werified as surplus during the
banking evaluation.

The emission are from active permits which should

meet all required prohibitary emission requirements.

I equivalency althaugh they are allowed under
L equivalency agresement. 1

These actions have not been histarically usedin

Total Federal Offsets to Mitigate

4

The tatal amaunt of offzets the federal NSH
pragram would have required from FMM and MMS
projects finalized during the reporting pericd is
determined using records from the District’s permit
database.

—

Equivalency Demonstration

District Offset Equivalency Bank

The District Offzet Equivalency Bank includes all surplus reductions from the
current reparting period, and any unuzed reductions carried over fram previous
reporting periods.

Each year the District evaluates if any new federal rules or regulations were
adopted!amended which would result in greater emissions contral and lower
emission standards. Inthis case, a resurplussing of reductions in the bank would
be required. IF the District determines resurpluszing iz required. all applicable
reductions in the bank are reevaluated and discounted accordingly,

Equivalency Demonstration (Test 2)

Surplug reductions generated by the District’s NSR program and stored inthe
District Offset Equivalency Bank are used to mitigate the tatal ameount of offzets
that wauld have been required by federal M3 in FMMM and NMS projects finalized
i the reporting period.

If the amount of surplus reductions in the District Offzet Equivalency Bank is
greater than or egual to the total federal offzets to be mitigated, equivalency
with Test 2 (surplus at time of use eguivalency) is demonstrated.

Additionalty, any surplug reduction from the District Offset Equivalency
Bank used to mitigate the total federal offzets is dezignated as "used” in the
District's tracking database, and is not available to be used in future
eguivalency demonstrations.
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Amount (running total) of reductions that
the District has eliminated from its
equivalency program due ta the
discounting of "surplus attime of
issuance" reductions to meetthe federal
"surplus attime of use” requirement.

San Joaquin Valley APCD
Annual Offset Equivalency Report

Summary for 08202017 through 081972018

i
Offset Requirement Equivalency * Surplus at the Time of Use Equivaiem;f/
Excess or Shortfall previous Year plus /
{+] the Excess or shortfall this Year. = h_-q_h_____"'““———h_______ {REd .
m——— uction 2
& (surplus at Reductions
Number Offgatg Offsets Excess the time of eliminated
Number of Required |Required Excess |or Total Shortfall |use) used by  ||Unused
of New Federal under under  or Shortiall | |Excess from for discounting ||Carry-over
Major ~Major  Federal |District Shortfall |previous ||or Previous |Bquivalency | ghorifall | 3t the time ||Creditable
Pollutant Sources Mods  NSR” NSR this Year | Year Shortfall Year this year this year | Of use™ Reductions
NOx o 1 1193 407 8% 43561 42775 0.0 193 0.0 54853 4340
VOC 1 28 6259 157, -468.1 1124.2 636.1 00 6259 00 2638 1286.0
PMLD 0 o o 148 148 8212 £30.0 0.0 0.0 0.0 1237 1854.0
PM2L.5 0 0 00 0o 0.0 3709 Jne 00 0o 0.0 00 991.0
O 0 0 0.0 00 0.0 1881 19%.1 oo 0.0 0.0 1107 740.0
503 a0 0 0.0 78 76 (. 28360 e 21863.6 [ oo || 0.0 0o 7707 1987.0
* All numbers are in Tons per Year \l\
“* Total quantity of discount since initiating tracking in August 2001 \ \\
%,
i

The total difference (running total) between the total offsets required
under District NSR, and the total offsets required under Federal NSR.

Amount of surplus reductions used from the
offset equivalency bank to mitigate the offsets
reguired by federal NSR for FMM and NMS
projects finalized during the reporting period.

Amount of surplus reductions available in
the offset equivalency bank after
mitigating all offsets required by federal
NSFE for this reporting period. These
reductions can be used to mitigate offsats
required by federal NSRE in the future.

Due to adjustments to the tracking database {e.g. removal of offsets from

unimplementad ATC project, ete.), this value may not be equal to the

Total Excess of Shortfall value form the previous year's report.
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3an Joaquin Valley APCD
Annual Offset Equivalency Report - Detail

Transaction details for 08/20/2017 through 08/19/2018

Polutant Company Name and Address
NOx
AERA ENERGY LLC
HEAVY OIL WESTERN STATIONARY SOURCE,
KERN
COUNTY Surplus at the tima of uss Reductions Ussd to Mitigate this Incraase
Tracking ID for ATC Fed Offsets Req'd  ATC Date Tracking ID for Reduction Credit (t'y) Time of Use
2018-5-1171938-6943-0 0400 — TIASRZOTY 2010-S-1085134-4427-1 > 0.300 11/15/2017
2018-8-1171938-6943-0 0.100 41482017 2019-5-1171326-6811-1 » 0.100 HLA152007
Total Radugtions, this reparting perlod, for this projsct 04
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2020 Offset Equivalency
Demonstration
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Current Status of Equivalency

e On September 17, 2020, District Governing Board took action to:

— Provisionally remove all emission reductions from orphan shutdowns and Ag-
|ICE projects from the equivalency system (used for surplus equivalency test 2)

- Direct the reintroduction of the appropriate portion of the emission reductions
from the projects once EPA and ARB accepted mechanisms and
methodologies are developed

e Action allows the public process to inform the development of
mechanisms and methodologies for the use of these and other types
of creditable emission reductions in demonstrating equivalency

e With removal, system cannot demonstrate equivalency with the
surplus value test for NOx and VOC
- Rule 2201 remedy enacted immediately on September 17, 2020

— All new major sources of federal major modifications triggering NOx or VOC
offsets under the District NSR Rule require “surplus at time of use®“ ERCs
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2020 Offset Equivalency Demonstration

e Tracking year: August 20, 2019 through August 19, 2020

e Tracked federal projects:
- 14 Federal Major Modifications (2 NOx only, 8 VOC only, and 4 both NOx and VOC)
- 0 New Major Sources

e Significant Adjustments Necessary:

- Incorporate Board’s action regarding removal of AG-ICE and orphan shutdown
credits (affects all pollutants, affects surplus test)

- Address cancelled/non-implemented projects (affects all pollutants; affects
tracked increases and decreases; affects quantity and surplus tests)

- Federal Offset Ratio correction (affects NOx and VOC tracked increases from
8/20/2010 to 8/19/2014; affects quantity and surplus tests)

e Finalizing equivalency demonstrations for PM10, PM2.5, and SOx
surplus value test and offset quantity test for all pollutants
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2020 Offset Equivalency Demonstration

 New public engagement and transparency
enhancements

-Enhancing the annual demonstration report to make the
report more understandable, including more fully
characterizing adjustments made to year-to-year carry-overs
to ensure the public can better understand all adjustments
effective in a tracking year

-Public workshop to review and receive comment on draft
annual equivalency demonstration report




2020 Offset Equivalency Report Timeline

ERC Public Public Workshop Final |
Advisory on Draft Equivalency Governing
Workaroup Equivalency Report to Board Meeting

Report EPA/ARB December 17t
October 20th
November 5th

November 20th
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