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South Coast Air Quality South Coast Air Quality 
Management District Management District 

(AQMD)(AQMD)

•• Local Air Pollution Control Local Air Pollution Control 
District in Southern California District in Southern California 
(Counties of LA, Orange, (Counties of LA, Orange, 
Riverside & San Bernardino)Riverside & San Bernardino)

•• Population of over 16 million Population of over 16 million 
(about half of State(about half of State’’s s 
population)population)

•• Covers 10,743 sq. milesCovers 10,743 sq. miles

•• Worst air quality in the nation Worst air quality in the nation 
(Ozone & PM 2.5)(Ozone & PM 2.5)

•• Regulates >28,000 Stationary Regulates >28,000 Stationary 
SourcesSources

•• Over 80,000 permitsOver 80,000 permits
•• Process and receives about Process and receives about 

10,000 permits annually10,000 permits annually
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AQMDAQMD’’s Permitting Processs Permitting Process

Prior to construction or installation of equipment Prior to construction or installation of equipment 
which releases or controls air emissions, the which releases or controls air emissions, the 
owner/ operator is required to obtain a written owner/ operator is required to obtain a written 
Permit to Construct from AQMDPermit to Construct from AQMD
Major elements of Permitting are:Major elements of Permitting are:

CEQA Document, if necessaryCEQA Document, if necessary
New Source Review RulesNew Source Review Rules
Toxic Impact AnalysisToxic Impact Analysis
Public Notice, if requiredPublic Notice, if required
Other Rules & RegulationsOther Rules & Regulations
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Federal Law Federal Law –– The Federal Clean Air Act has The Federal Clean Air Act has 
NSR requirements for NSR requirements for majormajor sourcessources
State Law State Law –– The California Clean Air Act has The California Clean Air Act has 
NSR (No Net Increase) requirements for NSR (No Net Increase) requirements for both both 
major and nonmajor and non--major sourcesmajor sources
NSR RequirementsNSR Requirements

Best Available Control TechnologyBest Available Control Technology
Air Quality Impact Analysis (Modeling)Air Quality Impact Analysis (Modeling)
Emission OffsetsEmission Offsets

New Source Review (NSR)New Source Review (NSR)



55

When are Emission Offsets Required When are Emission Offsets Required 
Under Federal & State Laws?Under Federal & State Laws?

Emission Offsets are required for permitting of:Emission Offsets are required for permitting of:
New Facilities & RelocationsNew Facilities & Relocations
Existing Facility Modifications/Expansions by:Existing Facility Modifications/Expansions by:

Installation of New EquipmentInstallation of New Equipment
Replacement of Existing EquipmentReplacement of Existing Equipment
Modification and/or modernization of existing equipmentModification and/or modernization of existing equipment

However, under AQMDHowever, under AQMD’’s NSR Rules certain s NSR Rules certain 
sources are exempt from providing their own sources are exempt from providing their own 
offsets, but AQMD still provides the offsets to offsets, but AQMD still provides the offsets to 
comply with Federal & State laws.comply with Federal & State laws.
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Sources Exempt from Offsets under Sources Exempt from Offsets under 
AQMDAQMD’’s NSR Ruless NSR Rules

(Rule 1309.1 (Rule 1309.1 -- Priority Reserve)Priority Reserve)

Innovative TechnologyInnovative Technology
Research Operations Research Operations 
Essential Public ServiceEssential Public Service

Sewage Treatment facilities; Prison & Police Sewage Treatment facilities; Prison & Police 
facilities; Fire Fighting facilities; Schools; Hospitals; facilities; Fire Fighting facilities; Schools; Hospitals; 
Construction and operation of a Landfill Gas Construction and operation of a Landfill Gas 
Control or Processing facility; Water Delivery Control or Processing facility; Water Delivery 
operations; and Public Transit.operations; and Public Transit.

Limited Power PlantsLimited Power Plants
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Sources Exempt from Offsets under Sources Exempt from Offsets under 
AQMDAQMD’’s NSR Rules s NSR Rules (cont(cont’’d)d)

(Rule 1304 (Rule 1304 -- Exemptions)Exemptions)

Equipment Replacements Equipment Replacements 
Facility or Equipment RelocationsFacility or Equipment Relocations
Emergency Equipment or OperationsEmergency Equipment or Operations
Air Pollution Control Strategies Air Pollution Control Strategies 
Regulatory Compliance Regulatory Compliance 
Concurrent Facility ModificationConcurrent Facility Modification
Small Sources (< 4 Tons per Year)Small Sources (< 4 Tons per Year)
Others (Abrasive Blasting & Portable equipment, Others (Abrasive Blasting & Portable equipment, 
etc.) etc.) 
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Open Market CreditsOpen Market Credits
Sources shutdown or overSources shutdown or over--control emissions and apply to and control emissions and apply to and 
obtain from AQMD Emission Reduction Credits (ERCs) obtain from AQMD Emission Reduction Credits (ERCs) 
CertificatesCertificates
ERCs traded between companies for offsetsERCs traded between companies for offsets

The AQMDThe AQMD’’s Offset Credit Banks Offset Credit Bank
Offset credits are emission reductions created from sources whicOffset credits are emission reductions created from sources which h 
do not obtain ERCs (Orphan Shutdowns)do not obtain ERCs (Orphan Shutdowns)
Offsets are provided by AQMD free of charge to Essential Public Offsets are provided by AQMD free of charge to Essential Public 
Services, Smaller Sources and other exempt sourcesServices, Smaller Sources and other exempt sources

What Are the SourcesWhat Are the Sources
of Offsets?of Offsets?
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Environmental OrganizationsEnvironmental Organizations’’
NSR Law SuitsNSR Law Suits

The following Environmental Organizations filed two separate lawThe following Environmental Organizations filed two separate law
suits in Federal and State courts against AQMD for use of its Ofsuits in Federal and State courts against AQMD for use of its Offset fset 
Credit Bank:Credit Bank:

Natural Resources Defense CouncilNatural Resources Defense Council
Communities for a Better EnvironmentCommunities for a Better Environment
Coalition for a Safe Environment Coalition for a Safe Environment 
California Communities Against Toxics (State suit only)California Communities Against Toxics (State suit only)
Desert Citizens Against Pollution (Federal suit only)Desert Citizens Against Pollution (Federal suit only)

In State Court, Judge Ann Jones ruled in June & November 2008 In State Court, Judge Ann Jones ruled in June & November 2008 
against AQMD and in favor of the Environmental Organizationsagainst AQMD and in favor of the Environmental Organizations
In Federal Court, the case is still pendingIn Federal Court, the case is still pending
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As A Result of the State Court As A Result of the State Court 
DecisionDecision

Without AQMDWithout AQMD’’s bank of offset credits:s bank of offset credits:
No essential public service projects can be permittedNo essential public service projects can be permitted
No other local government & business permits can be No other local government & business permits can be 
issuedissued

The The only remaining optiononly remaining option for local government for local government 
and business is to purchase ERCs in Open and business is to purchase ERCs in Open 
MarketMarket

Not enough ERCs in the open marketNot enough ERCs in the open market
ERCs are expensive and potentially unaffordableERCs are expensive and potentially unaffordable
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PM10 ERC Supply & AveragePM10 ERC Supply & Average
Cost Trends (2000Cost Trends (2000--2008)2008)

Supply dropped by 54% since 2000
Cost increased by 3,755% since 2000

Highest Price of PM10 ERC sold in 2008 was $247,000 per lb/day
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Cost of ERCs for Businesses, If AQMD Cost of ERCs for Businesses, If AQMD 
Does not Provide Offset CreditsDoes not Provide Offset Credits

Typical ProjectsTypical Projects Cost of ERCs*Cost of ERCs*
Police Station (Emergency Backup Generator)Police Station (Emergency Backup Generator) $77,000$77,000
Gas StationGas Station $234,000$234,000
Printer (Printing Press)Printer (Printing Press) $358,000$358,000
Auto body Shop (Spray Booth)Auto body Shop (Spray Booth) $435,000$435,000
Hospital (Boiler)Hospital (Boiler) $1.8 million$1.8 million
Food Processing (Tortilla Fryer & Oven)Food Processing (Tortilla Fryer & Oven) $1.6 million$1.6 million
Sewage Treatment Plant ExpansionSewage Treatment Plant Expansion $2.4 million$2.4 million
Landfill Gas Recovery (Renewable Energy)Landfill Gas Recovery (Renewable Energy) $115 million$115 million
Power Plants (statePower Plants (state--ofof--thethe--art)art) $100$100--200 million200 million

* Based on typical project emissions and average market price of* Based on typical project emissions and average market price of ERCs in 2008/09. ERCs in 2008/09. 
Individual project emissions and ERC purchase prices may vary Individual project emissions and ERC purchase prices may vary on a caseon a case--byby--case basis.case basis.
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Examples of Projects Currently on HoldExamples of Projects Currently on Hold

2 crematory furnaces2 crematory furnacesSchoolSchoolLoma LindaLoma LindaLoma Linda UniversityLoma Linda University

Landfill gas control device consisting of landfill Landfill gas control device consisting of landfill 
gas to energy turbine and ultragas to energy turbine and ultra--low emission low emission 
flare (2.3 MW)flare (2.3 MW)LandfillLandfillPalos VerdesPalos Verdes

Los Angeles CountyLos Angeles County
Sanitation DistrictSanitation District

Digester gas control device consisting of Digester gas control device consisting of 
digester gas to energy turbine (63 MW)digester gas to energy turbine (63 MW)Sewage TreatmentSewage TreatmentLos AngelesLos Angeles

Los Angeles City Sanitation & DWPLos Angeles City Sanitation & DWP
(SHARE Project)(SHARE Project)

Landfill gas control device consisting of landfill Landfill gas control device consisting of landfill 
gas to energy turbine (25 MW)gas to energy turbine (25 MW)LandfillLandfillSylmarSylmar

Sunshine GasSunshine Gas
ProducersProducers

Landfill gas control device consisting of landfill Landfill gas control device consisting of landfill 
gas to energy turbine (30 MW)gas to energy turbine (30 MW)LandfillLandfillBreaBrea

Ridgewood PowerRidgewood Power
ManagementManagement

Landfill gas control device consisting of landfill Landfill gas control device consisting of landfill 
gas to energy turbine (23 MW)gas to energy turbine (23 MW)LandfillLandfillIrvineIrvineMontauk EnergyMontauk Energy

Landfill gas control device consisting of landfill Landfill gas control device consisting of landfill 
gas to energy turbine (5.7 MW)gas to energy turbine (5.7 MW)LandfillLandfillWest CovinaWest CovinaMM West CovinaMM West Covina

Digester gas control device consisting of a flare Digester gas control device consisting of a flare Sewage TreatmentSewage TreatmentTerminal IslandTerminal IslandLos Angeles CityLos Angeles City

Landfill gas control device consisting of a flareLandfill gas control device consisting of a flareLandfillLandfillMoreno ValleyMoreno Valley
Riverside Co.Riverside Co.
Waste ManagementWaste Management

Expanding capacity at sewage treatment facilityExpanding capacity at sewage treatment facilitySewage TreatmentSewage TreatmentSan Jacinto San Jacinto 
Eastern MunicipalEastern Municipal
Water DistrictWater District

Expanding capacity at sewage treatment facilityExpanding capacity at sewage treatment facilitySewage TreatmentSewage TreatmentMoreno ValleyMoreno Valley
Eastern MunicipalEastern Municipal
Water DistrictWater District

PROJECT DESCRIPTIONPROJECT DESCRIPTIONTYPE OF FACILITYTYPE OF FACILITYLOCATIONLOCATIONPROJECT NAMEPROJECT NAME
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Present Status of Permit Present Status of Permit 
MoratoriumMoratorium

Presently, the following number of permit applications Presently, the following number of permit applications 
which qualify for offset exemptions are on hold:which qualify for offset exemptions are on hold:

For Rule 1309.1 Exemption For Rule 1309.1 Exemption > 130> 130
For Rule 1304 Exemption For Rule 1304 Exemption >1100>1100
Exempt Projects which Purchased ERCsExempt Projects which Purchased ERCs 1111

Actions taken by AQMD :Actions taken by AQMD :
Appealed the State court decisionAppealed the State court decision
Initiated work to reInitiated work to re--adopt its NSR offset tracking rule which was adopt its NSR offset tracking rule which was 
invalidated by State court orderinvalidated by State court order
Engaged in Mediation with Environmental OrganizationsEngaged in Mediation with Environmental Organizations














