SACRAMENTO METROPOLITAN AIR QUALITY
MANAGEMENT DISTRICT

For Agenda of September 27, 2007
To: Board of Directors
Sacramento Metropolitan Air Quality Management District

From: Larry Greene
Air Pollution Control Officer

Subject: Request by Dome Printing & Lithograph, Aerojet and the State of California
General Services for Emission Reduction Credits from the Community Bank

Recommendation

1. Approve the attached resolution transferring a total of 3,704 pounds per year (Ib/year) of
NOx to the State of California, General Services Department - Central Heating and
Cooling Plant from the Community Bank.

2. Approve the attached resolutions transferring a total of 2,784 pounds per year (Ib/year)
of Reactive Organic Compounds (ROC) to Dome Printing & Lithograph from the
Community Bank.

3. Approve the attached resolutions transferring a total of 728 pounds per year (Ib/year) of
ROC, 328 Ib/year of nitrogen oxides (NOx) and 81.6 Ib/year of particulate matter (PM10)
to Aerojet from the Community Bank.

Executive Summary

Rule 205, Community Bank and Priority Reserve Bank, requires that requests for emission
reduction credits (ERCs) from the Community Bank be approved by the Board when the term of
the loan is greater than 5 years or the loan amount is greater than 900 pounds per quarter.

Staff has received six loan requests that meet these criteria.

The State of California, General Services Department made a request for 3,704 Ib/year of NOx
emission credits for a 5-year term from the Community Bank to use for alternative compliance
from Rule 411, NOx from Boilers, Process Heaters, and Steam Generator.

Dome Printing & Lithograph made requests for loans totaling 2,784 Ib/year of ROC to renew two
existing loans to offset emissions from lithographic printing presses. The existing loans were for
8 years and the request extends the loans for an additional 5 years for a total life of 13 years.

Aerojet made requests for loans totaling 728 Ib/year of ROC, 328 Ib/year of NOx and 81.6
Ib/year of PM10 emission credits for 20-years from the Community Bank to offset emissions
from a new 3.45 MMBTU/hr boiler, a solvent cleaning operation on an Atlas V rocket motor case
and a modification made to a chemical manufacturing process.

Background
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State of California, General Services Department - Central Heating and Cooling Plant: The
State of California, General Services Department is applying for an Authority to
Construct/Permit to Operate number 20241 to use the alternative compliance option under Rule
107, Section 102, Alternative Compliance in lieu of retrofitting a boiler to comply with the new
NOx limit in Rule 411. Recent amendments to Rule 411 require facilities to meet lower NOXx
emission limits. Rule 107 provides for the use of an alternative compliance option for facilities
that cannot comply with the new NOXx limit.

The State of California, General Services Department operates two natural gas-fired boilers.
One bhoiler already complies with the 9 ppm NOx emissions limit. The applicant has requested
to lease NOx emissions for 5 years based on the estimated remaining life of the non-compliant
boiler. The applicant expects the non-compliant boiler to be replaced in about 2 years and
requested that the emission credit loan be 5 years to account for any unexpected delays.

Loan Permit NOx Credits Needed
Number Number 1stQtr | 2nd Qtr | 3rd Qtr | 4th Qtr Total
(Ib/gtr) (Ib/gtr) (Ib/gtr) (Ib/gtr) (Iblyear)
C07-1009 20241 1,624 428 476 1,176 3,704

This loan request includes a 1.1 to 1 air quality benefit as required by Rule 107, Section 301.

Dome Printing & Lithograph: Dome Printing is applying to renew an Authority to
Construct/Permit to Operate to extend loans originally obtained in 1999 for two lithographic
presses. Dome Printing exceeds the offset trigger for ROC under Rule 202, New Source
Review. The ROC emissions of 696 Ib/qtr from the presses are currently being offset by
existing ERC loans (Loan Number C99-3-014 and C99-3-015). The applicant has requested to
extend the life of the current loan for 5 years. These existing loans are due to expire on October

6, 2007.

Loan Permit ROC Credits Needed
Number Number 1stQtr | 2nd Qtr | 3rd Qtr | 4th Qtr Total
(Ib/gtr) (Ib/gtr) (Ib/gtr) (Ib/gtr) (Iblyear)
C07-1011 20338 300 300 300 300 1,200
C07-1012 20339 396 396 396 396 1,584
Total 696 696 696 696 2,784

These loan requests include a 1 to 1 offset ratio as required by Rule 202, Section 303.1.b.

Aerojet:  Aerojet is applying for an Authority to Construct/Permit to Operate to install a boiler,
and start a solvent cleaning operation. In addition, Aerojet is requesting a loan for a chemical
manufacturing process that had its emission offset requirement deferred. All these requests are
to provide offsetting emission reduction credits of Rule 202, Section 301.1b. Aerojet does not
currently own a ROC, NOx or PM10 credit certificate.

Aerojet is applying for an Authority to Construct/Permit to Operate to install a 3.45 MMBTU/hr
boiler equipped with a low-NOx burner to comply with Rule 411. Aerojet has requested a loan
totaling 12 Ib/qtr (48 Ib/year) of ROC credits, 82 Ib/gtr (328 Ib/year) of NOx credits and 20.4
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Ib/gtr (81.6 Ib/year) of PM10 credits from the Community Bank for a twenty-year term to provide

offsets for Authority to Construct 20384.

Loan Permit ROC Credits Needed
Number Number 1stQtr | 2nd Qtr | 3rd Qtr | 4th Qtr Total
(Ib/qtr) (Ib/gtr) (Ib/qtr) (Ib/qtr) (Ib/year)
C07-1013 20384 12 12 12 12 48
NOx Credits Needed
1st Qtr 2nd Qtr 3rd Qtr 4th Qtr Total
(Ib/qtr) (Ib/gtr) (Ib/qtr) (Ib/qtr) (Ib/year)
82 82 82 82 328
PM10 Credits Needed
1st Qtr 2nd Qtr 3rd Qtr 4th Qtr Total
(Ib/gtr) (Ib/gtr) (Ib/gtr) (Ib/gtr) (Iblyear)
20.4 20.4 20.4 20.4 81.6

This loan request includes a 1 to 1 offset ratio for ROC and NOx and a 1.2 to 1 offset ratio for
PM10 as required by Rule 202, Section 303.1.b.

Aerojet is also applying for an Authority to Construct/Permit to Operate for a new solvent
cleaning operation. The cleanup process is performed on Atlas V rocket motor cases. Aerojet
has requested a loan of 132 Ib/qgtr (528 Ib/year) of ROC credits from the Community Bank for a
twenty-year term to provide offsets for Authority to Construct 20419.

Loan Permit ROC Credits Needed
Number Number 1stQtr | 2nd Qtr | 3rd Qtr | 4th Qtr Total
(Ib/qtr) (Ib/gtr) (Ib/qtr) (Ib/qtr) (Ib/year)
C07-1014 20419 132 132 132 132 528

This loan request includes a 1 to 1 offset ratio as required by Rule 202, Section 303.1.b.

Aerojet is also applying for a loan for an Authority to Construct/Permit to Operate number 20030
which is a modification of Authority to Construct/Permit to Operate number 18793 issued in
2005. The Permit to Operate 18793 required 6 Ib/qtr (24 Ib/year) of ROC offsets. The Permit to
Operate 20030 required 32 Ib/gtr (128 Ib/year) of ROC offsets. The District’'s Stationary Source
Division deferred the ROC offsets and determined ROC offsets would not be required until a
cumulative amount of ROC offsets exceeded 0.5 Ib/day of ROC. With the addition of the offsets
required for the boiler replacement, the offsets exceed 0.5 Ib/day of ROC. Aerojet has
requested a loan of 38 Ib/qtr (152 Ib/year) of ROC credits from the Community Bank for a
twenty-year term to provide offsets for Permit to Operate 20030 and Permit to Operate 18793.
The amount requested for Permit to Operate 18793 will be issued effective October 1, 2005.
The amount requested for Permit to Operate 20030 will be issued effective January 1, 2007.



Community Bank ERCs for Dome Printing, Aerojet & State of CA - GS

September 27, 2007

Page 4
Loan Permit ROC Credits Needed
Number Number 1stQtr | 2nd Qtr | 3rd Qtr | 4th Qtr Total
(Ib/gtr) (Ib/gtr) (Ib/gtr) (Ib/gtr) (Iblyear)
C07-1015 20030 38 38 38 38 152

This loan request includes a 1 to 1 offset ratio as required by Rule 202, Section 301.1.b.

Community Bank Approval Process

Rule 205, Section 310 states that the District Board of Directors must approve loan applications
to the Community Bank prior to disbursement. These requests are for the September 27, 2007
Board hearing so that the emission credits are effective on October 1, 2007 except for loan
C07-1015 that has an effective date of October 1, 2005.

In approving a loan request, the Board must consider the extent to which cleaner innovative
technologies have been used to minimize credit needs and may conditionally grant loans to
protect the health of the bank or to promote cleaner, innovative technology. The Board may
deny any application if the Board determines that the denial is in the best interest of the
Sacramento Federal Ozone Nonattainment Area.

Use of Clean Technology

Rule 205, Section 310.5 allows the Board the authority to place conditions on loan approvals in
order to protect the health of the bank or promote clean technology.

State of California, General Services Department - Central Heating and Cooling Plant: The
boiler is currently complying with 30 ppm of NOx emission limit previously required in Rule 411
by utilizing alternative compliance option. The boiler will need to be replaced to meet the
recently adopted 9 ppm of NOx limit as required in Rule 411. They are again requesting
alternative compliance since the State plans to replace the boiler in about 2-5 years. They need
the time to get the purchase in the budget.

Staff recommends that no additional conditions be placed on this loan. There is lower NOx
technology that the State will be implementing once they have the money in the budget.

Dome Printing & Lithograph: Both lithographic presses have existing conditions for Best
Available Control Technology (BACT). The inks, coating, adhesives, metering rollers and
printing plate cleaner are required to meet Rule 450 emission limits. The BACT requirements
that include low VOC fountain solution, automatic blanket and roller wash with solvent capture
and recycle, low VOC cleanup solvent and kerosene-like based inks have limits that are less
than Rule 450 and will continue to be enforceable permit conditions. In addition, the larger of
the lithographic presses is vented to a catalytic incinerator to further control the emissions. Staff
recommends that no additional conditions be placed on these loans.
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Aerojet: This boiler is equipped with a low-NOx burner to reduce NOx emissions to 30 ppm.
The NOx emissions will meet the Rule 411, NOx from Boilers, Process Heaters and Steam
Generators emission limitations for this size of boiler that will become effective in October 2007.

The solvent cleaning operation utilizes evaporative loss minimization methods (i.e. controlled
flow solvent dispensers & all solvents and materials contaminated with the solvent must kept in
closed containers when not in use). The cleaning operation requires higher VOC solvents to
ensure proper bonding of materials onto the space vehicle to minimize a possible explosion
during launch. Alternative solvents continue to be tested however only the higher VOC solvents
have been approved by Environmental Health and Safety for this cleaning operation.

The chemical manufacturing process is vented to a hon-contact heat exchanger with activated
carbon.

Staff recommends that no additional conditions be placed on the Aerojet loans.

Loan Applications Under Consideration

There are no other requests for ROC, NOx or PM10 emission reduction loans for this quarter
other than the aforementioned requests.

Health of the Bank

The current ROC, NOx, and PM10 balances in the three accounts are:

Account Balances
Pollutant — (pound; per ye_ar) - Total
Military Base Essential Public Community (tons per year)
Services Bank
ROC 421,673.0 53,054.5 552,702.6 513.7
NOX 76,085.5 102,073.6 25,230.9 101.7
PM10 9,465.7 16,813.6 1,021.9 13.7

The approvals of the Dome Printing loan requests do not affect the account balances because
the requests are renewals of current loans. These requests all come from the Community Bank.
If the loan requests are approved as requested the ROC balance will be 549,190.6 pounds per
year (274.6 tons per year), the NOx balance will be 21,198.9 pounds per year (10.6 tons per
year) and the PM10 balance will be 940.3 pounds per year (0.47 tons per year).

Priority Determination

Rule 205, Section 311, Community Bank Loan Prioritization, states that if loan requests exceed
the quarterly funding cap, all loan applications in the funding cycle shall be prioritized. The total
amount of credits requested from the Community Bank for all the requests are 3,512 Ib/year of
ROC, 4,032 Ib/year of NOx and 81.6 Ib/year of PM10 which does not exceed the funding cap.
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Loan Fees
The loan fees are as noted below. Annual administrative fees are also charged for each loan.
1. State of California - $9,852.64.

2. Dome Printing & Lithograph - $3,814.08.
3. Aerojet - $11,203.13.

Conclusion

Staff recommends that the Board approve the attached resolution transferring the following from
the Community Bank:

1. 3,704 pounds per year (Ib/year) of NOx to the State of California, General Services
Department - Central Heating and Cooling Plant.

2. 2,784 pounds per year (Ib/year) of Reactive Organic Compounds (ROC) to Dome
Printing & Lithograph.

3. 728 pounds per year (Ib/year) of ROC, 328 Ib/year of nitrogen oxides (NOx) and 81.6
Ib/year of particulate matter (PM10) to Aerojet.

Respectfully submitted,

Larry Greene

Air Pollution Control Officer
Sacramento Metropolitan

Air Quality Management District

Approved as to form:

Kathrine Pittard

District Counsel

Sacramento Metropolitan

Air Quality Management District

Attachment: Resolutions



State of California — General Services



RESOLUTION NO. AQM
BOARD OF DIRECTORS
OF THE SACRAMENTO METROPOLITAN AIR QUALITY
MANAGEMENT DISTRICT

WHEREAS, the Board of Directors of the Sacramento Metropolitan Air Quality
Management District adopted Rule 205, COMMUNITY BANK AND PRIORITY
RESERVE BANK; and

WHEREAS, pursuant to Rule 205, Section 101, the Community Bank is a
depository of certified emission reduction credits which may be loaned for compliance
with rules and regulations or for offset requirements of New Source Review; and

WHEREAS, there are no NOx emission reduction credits in the possession of the
State of California General Services Department at this time; and

WHEREAS, Rule 205, COMMUNITY BANK AND PRIORITY RESERVE BANK,
Section 310 requires that loan applications to the Community Bank for amounts greater
than 900 pounds per quarter and/or longer than 5 years must be approved by the
District Board of Directors prior to disbursement; and

WHEREAS, pursuant to Rule 205, Section 310, the Board of Directors of the
Sacramento Metropolitan Air Quality Management District may conditionally grant loans
to protect the health of the bank; and

WHEREAS, pursuant to Rule 205, Section 310, the Board of Directors of the
Sacramento Metropolitan Air Quality Management District considered the extent to
which cleaner innovative technologies have been used to minimize the credits needed
and imposes no additional conditions on these transfers.

NOW, THEREFORE, BE IT RESOLVED THAT the Board of Directors of the
Sacramento Metropolitan Air Quality Management District authorizes and directs the
transfer of the following NOx emission reduction credits from the Community Bank to
the State of California General Services Department for use with Sacramento
Metropolitan Air Quality Management District permit number 20241 for a term of 5
years:

NOx Community Bank Transfer to the State of California - GS
(Pounds per Calendar Quarter)

st nd 3rd th
Loan # 1° Quarter | 2™ Quarter Quarter 47 Quarter | Total Ib/yr
C07-1009 1,624 428 476 1,176 3,704




BE IT ORDERED that, pursuant to Rule 205, Section 310.4, the transfers be
effective October 1, 2007.

ON A MOTION by Director , seconded by Director :
the foregoing resolution was passed and adopted by the Board of Directors of the

Sacramento Metropolitan Air Quality Management District, State of California, this 27th
day of September 2007, by the following vote, to wit:

AYES: Directors

NOES: Directors

ABSENT: Directors

Chairperson of the Board
Sacramento Metropolitan Air
Quality Management District
State of California

(SEAL)
ATTEST:

Clerk of the Board
Sacramento Metropolitan Air Quality Management District




Dome Printing and Lithograph



RESOLUTION NO. AQM
BOARD OF DIRECTORS
OF THE SACRAMENTO METROPOLITAN AIR QUALITY
MANAGEMENT DISTRICT

WHEREAS, the Board of Directors of the Sacramento Metropolitan Air Quality
Management District adopted Rule 205, COMMUNITY BANK AND PRIORITY
RESERVE BANK; and

WHEREAS, pursuant to Rule 205, Section 101, the Community Bank is a
depository of certified emission reduction credits which may be loaned for compliance
with rules and regulations or for offset requirements of New Source Review; and

WHEREAS, there are no ROC emission reduction credits in the possession of
Dome Printing & Lithograph at this time; and

WHEREAS, Rule 205, COMMUNITY BANK AND PRIORITY RESERVE BANK,
Section 310 requires that loan applications to the Community Bank for amounts greater
than 900 pounds per quarter and/or longer than 5 years must be approved by the
District Board of Directors prior to disbursement; and

WHEREAS, pursuant to Rule 205, Section 310, the Board of Directors of the
Sacramento Metropolitan Air Quality Management District may conditionally grant loans
to protect the health of the bank; and

WHEREAS, pursuant to Rule 205, Section 310, the Board of Directors of the
Sacramento Metropolitan Air Quality Management District considered the extent to
which cleaner innovative technologies have been used to minimize the credits needed
and imposes no additional conditions on these transfers.

NOW, THEREFORE, BE IT RESOLVED THAT the Board of Directors of the
Sacramento Metropolitan Air Quality Management District authorizes and directs the
transfer of the following ROC emission reduction credits from the Community Bank to
Dome Printing & Lithograph for use with Sacramento Metropolitan Air Quality
Management District permit number 20338 and 20339 each for a term of 5 years:

ROC Community Bank Transfer to Dome Printing & Lithograph
(Pounds per Calendar Quarter)

rd
Loan# | 1% Quarter | 2" Quarter Qu?;lrter 4™ Quarter | Total Ib/yr

C07-1011 300 300 300 300 1,200
C07-1012 396 396 396 396 1,584




BE IT ORDERED that, pursuant to Rule 205, Section 310.4, the transfers be
effective October 1, 2007.

ON A MOTION by Director , seconded by Director :
the foregoing resolution was passed and adopted by the Board of Directors of the

Sacramento Metropolitan Air Quality Management District, State of California, this 27th
day of September 2007, by the following vote, to wit:

AYES: Directors

NOES: Directors

ABSENT: Directors

Chairperson of the Board
Sacramento Metropolitan Air
Quality Management District
State of California

(SEAL)
ATTEST:

Clerk of the Board
Sacramento Metropolitan Air Quality Management District




Aerojet



RESOLUTION NO. AQM
BOARD OF DIRECTORS
OF THE SACRAMENTO METROPOLITAN AIR QUALITY
MANAGEMENT DISTRICT

WHEREAS, the Board of Directors of the Sacramento Metropolitan Air Quality
Management District adopted Rule 205, COMMUNITY BANK AND PRIORITY
RESERVE BANK; and

WHEREAS, pursuant to Rule 205, Section 101, the Community Bank is a
depository of certified emission reduction credits which may be loaned for compliance
with rules and regulations or for offset requirements of New Source Review; and

WHEREAS, there are no ROC, NOx or PM10 emission reduction credits in the
possession of Aerojet at this time; and

WHEREAS, Rule 205, COMMUNITY BANK AND PRIORITY RESERVE BANK,
Section 310 requires that loan applications to the Community Bank for amounts greater
than 900 pounds per quarter and/or longer than 5 years must be approved by the
District Board of Directors prior to disbursement; and

WHEREAS, pursuant to Rule 205, Section 310, the Board of Directors of the
Sacramento Metropolitan Air Quality Management District may conditionally grant loans
to protect the health of the bank; and

WHEREAS, pursuant to Rule 205, Section 310, the Board of Directors of the
Sacramento Metropolitan Air Quality Management District considered the extent to
which cleaner innovative technologies have been used to minimize the credits needed
and imposes no additional conditions on these transfers.

NOW, THEREFORE, BE IT RESOLVED THAT the Board of Directors of the
Sacramento Metropolitan Air Quality Management District authorizes and directs the
transfer of the following ROC, NOx and PM10 emission reduction credits from the
Community Bank to Aerojet for use with Sacramento Metropolitan Air Quality
Management District permit number 20384 and 20419 each for a term of 20 years:

ROC Community Bank Transfer to Aerojet
(Pounds per Calendar Quarter)
st nd 3rd th
Loan # 1% Quarter | 2™ Quarter Quarter 47 Quarter | Total Ib/yr
C07-1013 12 12 12 12 48
C07-1014 132 132 132 132 528




NOx Community Bank Transfer to Aerojet
(Pounds per Calendar Quarter)
st nd 3rd th
Loan # 1> Quarter | 27 Quarter Quarter 4" Quarter | Total Ib/yr
C07-1013 82 82 82 82 328
PM10 Community Bank Transfer to Aerojet
(Pounds per Calendar Quarter)
st nd 3rd th
Loan # 1° Quarter | 2™ Quarter Quarter 47 Quarter | Total Ib/yr
C07-1013 20.4 20.4 20.4 20.4 81.6

BE IT ORDERED that, pursuant to Rule 205, Section 310.4, the transfers be
effective October 1, 2007.

ON A MOTION by Director

the foregoing resolution was passed and adopted by the Board of Directors of the

, seconded by Director ,

Sacramento Metropolitan Air Quality Management District, State of California, this 27th

day of September 2007, by the following vote, to wit:

AYES: Directors

NOES: Directors

ABSENT: Directors
Chairperson of the Board
Sacramento Metropolitan Air
Quality Management District
State of California

(SEAL)

ATTEST:

Clerk of the Board
Sacramento Metropolitan Air Quality Management District



RESOLUTION NO. AQM
BOARD OF DIRECTORS
OF THE SACRAMENTO METROPOLITAN AIR QUALITY
MANAGEMENT DISTRICT

WHEREAS, the Board of Directors of the Sacramento Metropolitan Air Quality
Management District adopted Rule 205, COMMUNITY BANK AND PRIORITY
RESERVE BANK; and

WHEREAS, pursuant to Rule 205, Section 101, the Community Bank is a
depository of certified emission reduction credits which may be loaned for compliance
with rules and regulations or for offset requirements of New Source Review; and

WHEREAS, there are no ROC emission reduction credits in the possession of
Aerojet at this time; and

WHEREAS, Rule 205, COMMUNITY BANK AND PRIORITY RESERVE BANK,
Section 310 requires that loan applications to the Community Bank for amounts greater
than 900 pounds per quarter and/or longer than 5 years must be approved by the
District Board of Directors prior to disbursement; and

WHEREAS, pursuant to Rule 205, Section 310, the Board of Directors of the
Sacramento Metropolitan Air Quality Management District may conditionally grant loans
to protect the health of the bank; and

WHEREAS, pursuant to Rule 205, Section 310, the Board of Directors of the
Sacramento Metropolitan Air Quality Management District considered the extent to
which cleaner innovative technologies have been used to minimize the credits needed
and imposes no additional conditions on these transfers.

NOW, THEREFORE, BE IT RESOLVED THAT the Board of Directors of the
Sacramento Metropolitan Air Quality Management District authorizes and directs the
transfer of the following ROC emission reduction credits from the Community Bank to
Aerojet for use with Sacramento Metropolitan Air Quality Management District permit
number 20030 for a term of 20 years:

ROC Community Bank Transfer to Aerojet
(Pounds per Calendar Quarter)

rd
Loan# | 1% Quarter | 2" Quarter Qu?;lrter 4™ Quarter | Total Ib/yr
C07-1015 38 38 38 38 152

BE IT ORDERED that, pursuant to Rule 205, Section 310.4, the transfers be
effective January 1, 2007.



ON A MOTION by Director , seconded by Director :

the foregoing resolution was passed and adopted by the Board of Directors of the

Sacramento Metropolitan Air Quality Management District, State of California, this 27th
day of September 2007, by the following vote, to wit:

AYES: Directors

NOES: Directors

ABSENT: Directors

Chairperson of the Board
Sacramento Metropolitan Air
Quality Management District
State of California

(SEAL)
ATTEST:

Clerk of the Board
Sacramento Metropolitan Air Quality Management District




