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_gentlemen.

11 |

PROCEEDINGS.
| ——oOo-w.
CHAIRWOMAN BCHAFER? Good mornlng, ladles and
I d like to call thlS mornlng g meetlng of the
Alr Resources Board to order.

Before we begln our offlc1al business thlS

mornlng,_I d 1lke to acknowledge for the record that the

. Board has 51gned and w1ll be sendlng to our former Board

member, ‘Dr. Andrew Wortman, a resolutlon expre551ng our .

appreciation. for hialoutetandlng service on theaCallfornla'

- Air Resources Board..

And with that i’d:like_to*askrthe'Boardeecretary'

to take the roll

MS. HUTCHENS: Bilbray?
Boston? |

DR. BOSTON: . Here.

MS. HUTCHENS: Calhoun? .
MR. CALHOUN: Here.

MS. HUTCHENS: Edgerton?
'MS. EDGERTON: Here. \
MS. HUTCHENS: Hilligoss?
MAYCR HILLIGOSS: Bere -
MS. HUTCHENS: Lagarias?
MR. LAGARIAS: Here.

MS. HUTCHENS: Parnell?
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| MR. PARNELL: Here.

MS. HUTCHENS: .Riordan?:_
',_SUPERviscR'ﬁxoRDAN£  Here.
. MS;”HUTCHEﬁs:ijagim?i ;f

SUPERVISOR VAGIM:
 MS. HUTCHENS: Wieder? =

'Chairwoman Schafer. |

 CHAIRWOMAN SCHAFER: Here. I understand Board

" Member Wieder may be able to make it. She was out at the
| -airport in Southern California this morning. They had some
difficulties with her flight. But I thiﬁk‘we‘shduid'prcceed'

in any event.

I’d likéfto remind those of you in the audience

who would like to present testimony to the Board on any of

today’s agenda items to please sign up with the Board

Secretary. If'you have a written statement, please give 20
copies.fo'thelBoard Secretary.

The first item on the agenda today is_94-4—1,‘a
public'hearing,to consider the adoption of permit fee
regulations for nonvehicular sources Pursuant.to the
California Clean Air Act.

For the last five years, large stationary sources
have paid fees to partially cover the State cost of
implemenﬁing the California Clean Air‘Act. the Act provides

explicit authority for the Board to establish these fees,
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and the revenue generated is used to support‘the'Board's

~activities necessitated by the Act related to nonvehicular'

BOUrces.

The staff is prop051ng that these fees be

_contlnued at the level authorlzed by the Act for the 1994-35

.flscal year - R J_‘

At today s hearlng, the Board will con81der the
adoptlon of regulatlons for these fees..7

' Just to put thls lnto ‘a little context for the

;Board members, this fee progran ‘that we’ re dlscuss1ng thlS

mornlng generates $3 mllllon of revenuezannually. It is one
of six administered by the Air Resources Board. Our fee
programs generate approximately $15 mllllon out of our $100
million operating budget.

fhe motor vehicle fund, which is administered by
the Department of Motor Vehicles is a major source of

funding for the Alr Resources Board and accounts for

- approximately two-thirds of the Air Resources Board’s

operating budget.

The balance of the Board’s budget comes from
various other sources, including the vehicle inspection and
repair fund, as well as grants‘from the U.S. Environmental
Protection Agency. |

These fee programs were authorized by the

Legisleture to support specific Board programs. The largest
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one of these is the air toxics hot spots and the motor
vehicle fee programs, which collectively generate about $11
million a year.

The fee program to be discussed this morning, the.

California Clean Air Act stationary source fee program, is

limited to §3 ﬁillion bef year.

ilthdugh Clean Air Act fequifements will continue
indefinitely, théée'fees are.authorized by the_Actrfdr,.i
believe, a total of eight yeafs. .There are oﬁly two more.

years of this authorizatiom running. So, authorization will

be fequired'fo: continuation beyond June'30,.1997. So,'this_

is the sixth year of the program that we’re considering this

morning.'._.'

The $3 million from this fee program are used to
implement some of the requireﬁents_of California‘’s Clean Air
Act. These funds ére used primarily to support work, such
as the development of air quality indicators, transport
studies, which is of major interest to many of the Bqard
members here; the Board’s air quality modeling studies, the
develcpment of air quality indicators, collaborative work
with the districts for preparation bf air quality plans tﬁat
are required by the Act.

By law, these funds can only be used to support
the nonvehicular activities needed to implement the

California Clean Air Act. Especially during these tough
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economic times,; we all strive to keep fees on businesses to

a minimum. As you may know, theracid deposition research

program is winding down, and our budget'for fiscal year 94—

- 95 reflécts the completion of our work in that area.

As a consequence, the-acio-deposition fees ended
last'yeaf, As a result, many of the facilities subject to
the California Clean Rir Act nonvehicular source feés will
dlscover that their fees pald to the Air Resources Board for
crlterla pollutant programs Wlll decrease by about one=-third
thlS year, or about $1 5 million.

On that note; putting that lnto, I hope, a ‘little -

bit clearer context, I'd like to ask Mr..Boyd to introduce

this‘item.

MR. BOYD: Thénk you, Madam Chairwomén. And good
morning to yoﬁ and to the Board members and to the members
of the audience.

| Thank you for that very thorough explanation of
the item. You’ve made my job most easy this motning.

As the Chairwoman indicated, the California Clean

. Air Act does indeed make considerable demands on your Board

and its staff and the local districts in the State and, as
the Chairwoman further indicated, the propcsed fee
regulation that you’re dealing with today supports
activities to control the, gquote, "nonvehicular sources"

that are covered under this Act.
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. As inditated, the fees afe capped. Theyfrg capped
at a total of $3‘mi;lion per vear. - And, as you can imagiﬁe,
we conﬁinue to look at all Qf ocur fees and tightén ouf belt
as”mubh'as possible. The‘fees being éapped means that,_ﬁith
thé tiny bit of inflation and_othér things that‘do‘occur,‘we
don‘t increase the prégram any each vyear. Wé keep doing
what we'ﬁave to do with a slightly dimihishing dollait

- But we’ve been able to be quite'successful in

'doing that. And you remember, last year, we cut the air

+toxics hot spot fee program baék, even'ﬁélow_levelstthat

were required, in ordér to meet the.désires of the Béérd and
its concerns for the_impacﬁ of fees on Célifornia*s business
in these tough times. - | |

The intent of today’s item is just to.present the
94-55 fee schedule and to explain how it’s based on the most
recent, or at least more recent emissions information. The
staff presentation will discuss details of the regulatiop
that is passed —— the amended regulation we pass each year
to put_the fee schedule into play.

We’ll discuss the preparation of the emissions
inventory that is used to calculate the fees and, finally,
the application of the fees and the actual calculation of
the fee rate.

I think, with that, I?ll just introduce to you Don

Rake of the Technical Support Division who will make the
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. presentation on the proposed regulation.

Don, would you please proceed. '

'MR. RAKE: Thank you, Mr. Boyd. Good morning,

.Chairwoman Schafer and members of the Board.

As Mr. Boyd stated,.my name is Don Rake,:and I.
work in-the Technical Support Division’s.Emission Inventory:
Special Projects Section. _.

The proposed regulation.amendments_that I will

describe this morning are to secure the funding needed to

implement the provisions of the California Clean Air Act

relating.to-noﬁvehicular sources for the next fiscal year.

This proposal is based on the regﬁlatipns édqpted’
5y the Board for this program for each of the last £ive
years. Before I outliﬁe the proposal, I should note that
there have been some changes to the calcuiations of fees
since the staff report was published in February.

The updafed fees will be reflected in the
presentation, and they are also incorporated into the
package that you have before you.

I will describe and explain-all these changes made
to the fee calculations since the publication of the staff

report later in this presentation. The updated package is

- available to the public on the table outside the back of the

room.

The changes are reflected in Table 2 ‘of the .
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packagé and are incorporated in Section 90800.5 of the
proposed ‘regulations.
I will now outline my presentation‘for you.

First, I will provide an overview of the proposal. Next, I

will explain the process we used in developing the

regulations and describe the provisions that remain

unchanged from prior years.
I will then explain how the fee rate is calculated

for the_proposed regulatidns. Finally, I will discuss the

. range of costs to facilities resulting from thiS'propdsal.

In the California Clean Air Act, the.Legislature '
imposed a number of requirements on the Board and the
districts. The Act also.pfovides a mechanism to help defray
the State costs of implementing the nonvehicular source
requirements in the form of fees on permitted stationary
sources which emit 500 tons or more per year of any
nonattainment pollutants or their precursors.

| and, as.the.ChairWoman stated earlie:,.this fee
program is authorized to extend through fiscal Yéar 1996~97,
and next fiscal vear will be the sixth year of the eight-
year program. |

We are proposing today that the Board'collect'
sufficient fees to provide $3 million to support the Board’s
work to carry out the mandate of the California Clean Air

Act in fiscal year 1994-95.
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Now, I wili discuss the proceSS'we used in
developing the proposed regulations. We first identified
those facilities in the State that might be subject to the

fees. This included all facilitiés for which we had

3

3pfeliminary 1992 emission data which‘ihdicated the

faéilitiés emitted 500 or more tons of any nonattainment -
pollutants or their precﬁrsors.-
We used the 1992 inventory because it represents
the most recent statewide émission data available..
| We then deleted from the list thosé'fécilities

that are not located in districts designated as

‘nonattainment for those pollutants. We next provided the

affeCted_diétiicts with preliminary‘lggz emission estimates
for sources which-might be subject to the proposed fee
requlations.

Districts were asked to review and verify the
emission figures to be.used in fhe fee calculations.

In February, we invited the staffs of the affecﬁed
diétrigts and representatives of the affected facilities to
a consultation meeting to provide them with an opportunity
to comment on the development of the proposed fee
requlation.

No one attended the meeting that had suggested
amendments to the proposal. Also, as part of the public

review process, the staff report and proposed regulation
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were sent to all affected districts. and all affected

fac;lltles.

'Now, I would like to go into each of the elements

of the proposed regulatLOns in more detail.

This sllde shows the pollutants subject to the

fees. On the left are the substances for which . the Board

has established ambient air quality standards, and on the
right are the pollutante and precursors that'contribute to
amblent concentratlons of those substances.

I Wlll now review for each pollutant the areas of .

'the State which the Board has found to be nonattalnment,

 These areas serve as the basis for determining which

facilities are subject to the fees.

For ozone, all areas of the State are
nonattainment except for rural Nofthern California counties
other then those in the Sacramento Valley, the Lake Tahoe
Air Basin, and Alpine and Yolo Counties.

There are no areas of the State in which the
sulfur dioxide standard is violated.

The South Coast Air Baein and a small area in the
Southeast Desert Air Basin are the only nonattainment areas
for sulfates.

The nitrogen dioxide standard is violated only in
the South Coast Air Basin.

For carbon monoxide, nonattainment areas include t
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-he South Coast Air Basin'portion of Los Angeles County,

Orange County, the Metropolltan areas around Sacramento,-

' Fresno, CthO, Stockton, Modesto, San Jose,randrthe South

-Lake Tahoe area.

The entire State is nonattalnment for PMlO except-'
for the Counties of Lake and Lassen and the Southern
Mountain County Air Basin counties.

‘The last three pollutants on the slide have not

been used in the fee program to date, and no fa01llt1es w11l

be assessed fees for these pollutants in the 1994 95 flscal
year for the followmng reasons: |

For VlSlbllltY reduc;ng partlcles, all areas are.-
designated as unclasslfled,‘except for Lake County, which
has been designated as attainment.

Hydrogen sulfide is notrincluded in the fee
program because there.are no sources emitting 500 tons or

more per year of that pollutant in the two small

_nonattainment areas_of.the State.

Finally, all areas of the State are currently
designated as attainment for lead.
As I have already mentioned, the proposed fees. are

based on emissions of nonattainment pollutants or their

precursors. Each year, the Board reviews the attainment

designations and updates them as necessary.

The current proposal is based on the attainment
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_designations'that will be effective on July 1lst, 1994. This

is the first year that a 500 ton per year source of ozone

‘ precursors has exmsted in a dlStIlCt de31gnated by the Board

as nonattalnment for ozone due to overwhelmlng transport.

-At an August, 1993 hearing, the Boa:d determined

that overwhelming transport from the broader Sacramento area

and from the San .Joaquin Vailey caused all of the'violations_

of theLState ozone standard in the Mountain Counties Air

: Basin.  Because of this determination,'districts in-the
Mountaln Counties are not sub]ect to the plannlng

_requlrements of the Callfornla Clean Air Act

We are, therefore, pr09051ng a new prov1810n be
added to the regulation.to provide that emissions from
facilities ere_not subject to this regulation if the.
emissions from the facility would be subject to the feesj
solely because the faciliﬁy is in a district designateo
nonattainment fof ozone solely as.e result of ozone
transport. N

Amador County is the only district within the

nonattainment portion of the Mountain Counties Air Basin

which currently has a facility emitting 500 or more tons of
ozone precursore.

Therefore, if the Board approves the provision
which excludes facilities in overwhelmed trensport areas,

the facility in Amador County would not be subject to the
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fees. |
| CHATRWOMAN SCHAFER: Excuse me, Mr. Rake. Would
you repeat again the definition of‘oéérwhelmipg, beCauée-I
believe it’s a term of art that we haVé used -- the Board
has previousiy identified.
o MR. RAKE:  Let me find it here.

'CHAIRWOMAﬁ SCHAFER: I believe it’s incorporated
in your statement. . | -

MR._RAKE&- Right. &all right. = What happened in

Aﬁgust}"93,'at_thé hearing_in_August; 1993 -= I’1l1 just

re#eadrthis again.
| CHAIﬁWOMAN- SCHAFER:  Sure. -

MR. RAKE: The Board determined that overwhelming
transport from the broader_Sacramento aresa and froﬁ the San
Joaquin Valley caused all of the'violations of the State
ozone standard in the Mountain Counties Air Basin.

CHAIRWOMAN SCHAFER: Okay. "All" is the —-

MR. RARE: All. | |

CHAIRWOMAN SCHAFER: -- is the key word there.

MR. RARE: Right. '

CHAIRWOMAN SCHAFER: Okay. Thank you very much.

MR. RAKE: You‘re welcome. Okay. Next is
provisions we’re continuing with.

There are several provisions which have been

included in the regulations for the last five fiscal years
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thet we propose to retain for next fiscal year’s

regulations.

The first covers the handling of'carryover
revenues collected b? the program. We propose to continue -
the provision that requires that revenues collected in

excess of $3 million be carried over and used to reduce fees

" in a future year of the program.

Next is'the'proﬁision Which-addresses_the
assessment ef;feeslto'neﬁly'identified facilities. It is
possible that faCllltles mlght be ldentlfled subsequent to
the adoptlon of these regulatlons that should have been '
subject to the fees. |

For the sake of equity, the Board has adopted in
previous yeers a provision which requires that these newly
identified facilities be subject to the fees. We propose
that this provision remain unchanged.

The Act and the regqulations adopted in the last
five years also allow districts to recover their
administrative costs for collecting the fees. This
provision also is proposed to remain unchanged for the
fiscal year 1994-95 regulations. |

Also included in the regulations adepted in the
last five Years is a mechanism that releases districts from
the responsibility of collecting fees for reasons beyond the

district’s ability to control -- such as facility closure or
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refusal of a facility operator to pay the fees, despite the

districts having made all reasonable efforts to collect the

fees. We are notrproposing to change this provisidn.

. CHATRWOMAN SCHAFER: Let me just ask another.
question at this point and place, Mr. Rake.

As I understand it, it is the districts that

collect the fees and then the districts then pass on those

collected fees to the Air Resources-Board.
o MR. RAKE: ~That’s correaﬁ; _ ‘ |

CHAIRWQMAN.SCHAFERi “That’s why tﬁe administrative
fee is -— costs are'fecoubed; | | |

MR. RAKE: Yeah, it’s-tb hélp the distriCts‘defray N
their costs of collecting the fees. |

CHATRWOMAN SCﬁAFER: 'And3have we ever added a naw
faqility in the lastafive yeara? . Just out of curiosity.

‘MR. RAEE: XNo, we have not.

CHAIRWOMAN SCHAFER: Okay. Thank you.

MR. RAKE: I will now discuss how the fee rate for
éhe proposed regﬁlation was'calcuiated. Fifst, we
determined that ta continue the tasks specified by the
California Clean Air Act, the Board would need to collect
the full $3 million. 7

Second, the regulations include a requirement that
any revenues in excess of $3 million collected during any

program year shall be carried over and applied to reduce Zfee
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assessments in future years.

For fisdai year 19§2f93, approximafely_$3,281,000.
has been collected. Therefore, we subtractéd_the excess
$281,000 from the total fee amount to be collected for
fiscal year 1994-65. .The resﬁlt is that the.amount to-be.

collected to satiéfy fiscal year 1994-95 budget requirémenté

is $2,719,000.

To get. the fee rate in ddllars.per ton, the Eotal

dollar amcunt of,$2,719}000"tb be collected is divided by

the total applicable emissions for 1992. This results in a

final fee of $15.83 per ton.

-

As I mentioned earlier, there have been some

revisions to the emission data since the staff report was

published. As a fesult, we are now proposing a fee rate
which is slightly different from what was in the staff
report. \

The new fee rate being proposed for fiscal year.
1994-95 is $15.83 per ton rather than the $15.57 per ton in
the staff report.

| The cost of the proposed fees to affected

businesses vary dependinglon how much they emit. We have
calculated that the fees of individual companies will vary
from a minimum of approximately $7,900 for a facility
emitting close to the 500 ton per year threshold to about

$469,000 for a very large corporation operating at numerous
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locatiohs_in the State.

The Administrative Procedures Act.requires that
agencies determine the impact of regulahions on businesses.
Based on the sﬁaff’s methodology'for.evelueting fiscal
impacts, we believe that adoption of these regulatiohe will

not have a significant fiscal impact on companies subject.to

‘the fees, because the affected companies are among the

largest in the State, both in size and financial strength.

Also, we believe that adoption of the reguletions ‘

w1ll not 51gnlf1cantly affect the ablllty of California

bu51nesses to compete with businesses in other States, and

w1ll not affect the creation or ellmlnatlon of jObS within

' Callfornla, and will not 1mpose a noticeable impact on the

profitability Qf California businesses.

This next slide compares the proposed fee program
to last year’s regulation. Eight fewer facilities are
subfect to the fees this. year because they dropped below the
500 ton per year threshold. The amount of emiesions dropped
by about 26,000 tons from last year.

In prior years, the fees were calculated to
include a 10 ?ercent allowance for the fact that some of the
fees would not be collectable. However, because of an
extremely successful fee collection program last year,
carried-over revenues are sufficient that such an allowance

is not needed.
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.Acéordingly, ﬁhe.fee rate in dollars pér ton are
proposed to be less for this year than they were for last
year. |

Today, we are asking you to approve the prowosed
regulation, as described in the'staff report, and two
changes which have beén‘identified sincé publication of the
staff repbrt.'

The fifsi of thesé éhanges was prémpted by a
comment recéiVed from the San Joaquin'Valley Unified Air
Pollution Control Distriét. And the second of these‘changeS‘
is.to.réflect_a'changé.in the boundary between the South
Coast Air Quality Managément District and the Mojave Deséft
Air Quality Management,Districf. | |

The only comment the staff received on the
proposed regulation was from thé San Joaquin Valley Unified
Air Pollution Control District. The district requested that

0il field emissions be reallocated among oil producing

facilities to correct inconsistencies in how emissions were

assigned by the district to facilities in Kern County}‘
The corfected emissions were determined by -
applying the definition of stationary source contained in
the district’s new source review rule. The new emission
allocatioﬁs also reflect the way emissions are currently
assigned to facilities in the district’s permit files.

The staff has carefully reviewed the district’s

PETERS SHORTHAND REPORTING CORPORATION
3336 BRADSHAW ROAD, SUITE 240, SACRAMENTO, CA 95827 / (916) 362-2345




10

11

12

©.13

14
15
16
17
18
19
20
21
22
23
24

25

19
request and rééommeﬁés making the changes requeétéd by the
Qistrict. |

This change would notiresﬁlt'in‘a_change in how
emissions are determined by oil productioﬁ faciiiﬁies
ouﬁéide 6f the San Joaquin Valley, beéause these areas
already. determine emissions in a manner comsistent with the
statidﬁary séurcé definition in their respectiVe.rules.x

In addition, no oil production facilities outside
of Kern County have'emissibns of over Soo_tons péf vear of -
any noﬁatﬁainmeﬁt pollutant'or_precﬁfsor.

The net effect on the Califé;ﬁia Clean Aixr Act
fees is to reduce the amount'of'emissions subjebt to the iee
regulation by about 2,900 tons per year, and one less
facility will now be subject to the fees.

As a result, the fee rate will increase by 26
cents per ton from the $15.57 originally contained in the

staff report to $15.83, the fee rate presented in the

'~ package before you.

The second proposed change since the staff report

was published, and one which is not in the package before

- you, concerns the recent change in the boundary separating

the South Coast and Mojave Desert Air Quality Management
Districts.
A portion of eastern Riverside county is now part

of the Mojave Desert District. It used to be part of the
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South Coast District. ' This does not affect the fee rates,

but it does change which district is responsible for

' collecting the fees for one facility. If approved today,

this change will be contained in the final rule as part of

the 15-day changes péckage.

In conclusion, the major changes being proposed

‘for the California Clean Air Act nonvehicular source.fee
" requlation for fiscal year 1994-95 are for the revised fee

rate, and the provision exempting emissions from facilities

from thé fees (sic) in areas that have.béen found to be
subject to dverwhelﬁing ozone transport. The fee amount has
been recalculated for the new fiscal year based on 199%2
emissions.

The fees that would be collected for the Air

Resources Board, 1f the proposed regulations are adopted,

will be used to defray some of the Air Resources Board’s
costs of continued implementation of the California Clean
Air Act.

- The fees which we are proposing would result in

" collection of approximately $2,719,000. If the Board

approves ﬁhe changes which have occurred since the staff

report was published, the resulting fee per ton that would

be assessed is $15.83. |
Because the changes which occurred since the

publication of the staff report have not undergone public
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review, these changes will bévsubject.to.a 15-day public
comment_period'following the hearing;

That compleﬁes my presentation. I;ll be glad to
answer any questions ydﬁ'ﬁay have.: N |

CHAIRWOMAN SCHAFER: Thank you very much; Mr.
Rake. | | | |

‘The two slides before the end that describe the

reduction in the number of facilities that would be subject

to the_application of the fee, can you describe for us

whether the reduction is because -- in their emissions is.a

result of controls Oor process changes versus just a
reduction in their volumelof production?
Did theyrdo a better job Qf'cleaniﬁg up or waé it
a recessionary-related slowdownrin their overall production?
MR.AMC GUIRE: Chairwoman Schafer, I'm Terry
MdGuire. I’1)l try and respond to that question.

In this year, there were some facilities that

~ dropped ouﬁ, as the slide shows, and I’ll tell ydu what they

were. Four.of the facilities dfopped out because of
reduction in activity or throughput. Incidentally, they
were ﬁational Refractory in Monterey, who closed a brick
production part of their business. Louisiana Pacific had -
bad West coast economy for‘fhe pulp manufacturers that
caused them to :educe activities. Golden West Refinery is

phasing out, and Delta Airlines has reduced operations at
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There were refined data; that is, we got more

accurate date from two of the facilities resulting in their

emissions'béing below the threshold. Those weére Southern

California Gas in Needles and MCP Foods in Los Angelés.
‘New conﬁrols weré insﬁalied on the Shell_refinefy

at Bakersfield to reduée Nbx emissions_to:bring them below

the lével; And, finally, one plant was closed. It was.

Gaylord Containers. They built cardboard boxes. And they

built cardboard boxes in the Bay Area .and, again, the excess

availability of pulp‘andidiminishéd demand had caused them
to close down. |
CHATIRWOMAN SCHAFER: . Okay. Thanks very much. Is

that kind of pattern found in the previous years that we

considered this?

MR. MC GUIRE: That is fairly close to the
previous yeaﬁs that we looked at. Can you add to thatrany,
Dale? _

CHAIRWOMAN SCHAFER: It’s a mixed story.

MR. MC/GUIRE:r It’s a mizxed story. But,
generally, the mixture is about -- é lot like that. 1In
previous years, ﬁhat we did find is some of the facilities
that drop below the threshold were utilities --.electric and

gas utilities -~ and for reasons that just have to do with

everything from the climate to the amount of hydro
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production.

Some of their facilities dropped below 500 tons,
so it wasn’t‘necessarily mérket drivén. B

| CHATIRWOMAN SCHAFER; Okay. Thank ydu very much;
Do any other Board members have queétions? |

MR. TAGARIAS: Madam Chair?

CHAIﬁWOMAN'SCHAFER: Yes, Mr. Lagarias.

MR. LAGARIAS: I have two guestionms. .I think
you’ve anéwéred one. The feés are based on actual emissions
rather than permittea'éﬁiééions? | | _

| MR. MC GUIRE: That is correct. They are'aétual
emissions.

MR.'LAGARIAS:. A1l right.- Apd the second
question, the Califérnia-Clean Air Act permits the ARB to
ask for up to $3 million in fees for stationary sources.
And, so, we ask for $3 million. But how much is actually
required? Is it 2 million or 5 million? What’s the actual
cost of implementing the California Clean Air Act by ARB for
stationary sources? |

MR. MC GUIRE: It’s in excess of the 3 million.
Larry, can you elucidate on that?

MR. MORRIS: Well, it would be -- it would
probably be something substantially greater than $3 million.
I’'m Larry Morris, and in charge of the Board’s Financial

Operations. And almost everything that the Board does in
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some way relates to our responsibilities ﬁﬁder the
California Clean Air Act. So, I think the number-something
very much in excess of 3‘million.
| MR. LAGARTAS: Yes. But this is specificéliyé

earmarked to stationary source activities.. Sb,'ILthink we
should have some kind of estimate of how ﬁuch of the
California Clean Air Act activities goes towards stationary
source activities over and above what ARB would be doing |
béfdre the Califormia Cléan Air Act'was passed..

MR. MORRIS: The Board’s activities related to
stationary sources are scmething'in exéess of $40 million.

MR. LAGARIAS: Thank you.

VCHAIRWOMAN SCHAFER: It’s about a 70-30 split as I
recall, and our budget this year is 107 million? Okay.

MR. BOYD: Yes, Madam Chair, but just to

elaborate, it’s the law -- this is California Clean Air Act

related stationary source activities only. 2nd the

accounting structure doesn’t —— for budgeting'pgrposes isn’t
that finmite. I just know that it’s as Mr. Morris indicated.
The cost of actually carrying out those responsibilities is
far in excess of the‘3 million that we get, but I’'d say it’s
$5 to $6 million for that specific set of activities.

MR. LAGARIAS: Well, that point was not brought
forth in your discussion.

CHAIRWOMAN SCHAFER: Okay. Mayor Hilligoss.
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MAYOR HILLIGOSS:. Yes, I ﬁanted to know if each of
the districts collect emissions information"the same_ﬁay; I
know in our district we actually go ou£ and collect them
ourselves.- Do all the other districts do that, too’

| MR. MC GUIRE: Each dlstrlct -
) MAYOR HILLIGOSS: Or do they accept lt from the
industries?

MR. MC GUIRE: The Air Resources Board'gets
virtually-all of its statiooary source emission data from
the districts, aad the.diStricts are the ones that collect
the-information from the sources. And it’s normally in
conjunctlon w1th thelr permlttlng program. Some districts
may use dlfferent computatlonal procedures or factors, but
the fundamental approach is the same.

- MS. HUTCHENS: Could we have a list of how much
each area is going to pay now? Because it has changed.

MR. MC GUIRE: That is in the 15-day package.
Could somebody give me a page number?

MS. HUTCHENS; Where is it?

MR. MC GUIRE: TIt’s right after the regs. It

‘appears to be a little more than halfway through, and its’ a

table called Table 2. And in that table, it describes by
district the number of facilities and the amount of fees
that_they would pay.

MAYOR HILLIGOSS: But that was with the 15.57, was
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it not?
| MR. SHIMP: No.

MR. MC GUIRE: The one in the Board book is with
the original amounp; o | -

'HAYOR HILLIGOSS: Yeé.

MR. MC GUIRE: The one in the 15-day package shows
the corrected amount, which is --

MAYOR HILLIGOSS: Weil, what does the 15-day
paékage say on the front éf it? |

.MR. MC GUIRE:'.Well, let’s see. It’'s "Refisicns
to the.ARﬁ'Sfaff Report" is the start of the title. |

MAYOR HILLIGOSS: Okay. Thank you.

MR. MC GUIRE: We have a slide that may provide a

little more information on this after you’ve had a chance to

. review that.

CHATRWOMAN SCHAFER: I just think some of the
Board members would like to see how their own districts are
affected by the proposal. So, we’re just -—- we’'re perusing
the docuﬁent you just referred to on revisions.

Dr. Boston, did you have a question?

DR. BOSTON: Yes, Madam Chair.

Mr. Rake, regarding the overwhelming transport
change that you’ve suggested theré, even though an area — a
nonattainment area is due to overwhelming transport, it

seems to me that a facility that’s emitting more 500 tons
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per year is still adding to the adverse health effects in
that area and could reasonabiy be fined for that emission.

Whaﬁ’s the logic behind your thinkingIOﬁ that?
'MR.-MC QUiRE: Dr. Boston, thé rationale was when

the Board concluded last fall that the violation of the

'standard —-— in Amador County in this case -- would have been

-virtually the same as it is whether they had local emissiocns

or not, based upon that conclusion, the district will not

have to do any of the things that incur cost under the Clean

Air Act, nor will the Air Resources Board havé to go through

the planning process. . ' IS

So,.the rationale wés, since the costs were not
incur;ed,rit wouldn’t be appropriate to collect fées to
cover those costs.

DR. BOSTON: What does that do for the health
effects of the person‘living in that area, though? We’re
not doing anything to reduce the emissions in that area.

MR. SCHEIBLE: I think the determination on
overwhelming in this case is that the sources within the
area are not having any sort of substantial or measurable
effect on air quality in that area. 2And that’s the
conservative definition of overwhelming that the Board
applied in this case.

Therefore, we are not asking or seeking additional

controls on those sources. aAnd neither the State nor the
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district incurs expenses in the planning process or in the

'California Clean Air Act process because of the source’s

emissions.

DR. BOSTON: So,'if you took away that 500 tons,

_.'you rd still ‘have just about --

MR. SCHEIBLE. You’d have the same air quallty

You d have the same violations of the standard, because very

‘close to 100 percent of the problem is coming into the area

from the outside.

DR. BOSTON: = Okay.

CHATRWOMAN SCHAFER: This is a continuation of a
preexieting Board pdlicy; Can you describelthe hisﬁory of
this a little bit? | |

MR. BOYD: Madam Chair, last yeaf, in dealing with
this issue that’s been contentious'for'qeite some time -—-

that is, the impact that others have on their downwind.

neighbors -— in kind of almost an annual review of that

issue, the policy that was enunciated here today was
adopted. That is, in the case of the district in question,
the Mounﬁain Counﬁies, it was deemed that they’re
overwhelmed by transport out of the valley, in effect,_into
their area. 'And,-thus, they shouldn’t be held as
accountable as cotherwise one woﬁld instantly determine from
just looking at the readings for what’s occurring; and,

thus, they shouldn’t have to be classified as severely as
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one might initially determiﬁe and, thus, not have to carry
out és maﬁy activities_—— planning activities and'regulatory
aétivitieé -— themselves as wduld otherwise.be dictated.

That was the poliéy.that the Board approved. 2nd,
thus, in this very narrbw context. of just a fee regulation,
thé one major source iﬁ the area in gquestion is Qithdfawn
from being subject to the fee, because it‘s no longer in an
area that is classified such that it would haﬁe to pay a
fee. So, this is a change in the_régulation, because it’s a
change in the étatus_of that one parti;ulér iﬁdustrf in the
Mouﬁtain Cdunﬁies Basin. | |

CHAIRWOMAN SCHAFER: But iﬁ was the change in the
application -- the change is a result of the application of
the policy that the Board previously adopted.

MR. BOYD: That’s correct. |

CHAIRWCMAN SCHATFER: Thank you.

MR. SCHEIBLE: And prior to this year, we had no
sources that kind of fell into this twilight zone. BSo, this

is the first year where we had -- if we just applied the reg

as previously written, we would have applied it to a source

in an area that was only nonattainment for ozone because of
transport.

CHATIRWOMAN SCHAFER: Okay. Mr. Calhoun.

MR. CALHOUN: My question relates to the accuracy

of the inventdry. Mr. Lagarias asked if the fees were based
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on the permitted allowance or the actual allowance. And my
question would be, what effort, if any, is ?ut forﬂh to
détermine the accuracy of the inventory or the validity of
the invenﬁofy? | o

MR. MC GUiRE: 'Béing under a hundred sources, this
is a manageable number. And for the purposes of this
parﬁicular program, those sources are given extraordinafy
scrutiny, particﬁla;ly'compared to the rest of the
inventory. The sources themselves are very concerned if
their emiséions are high, and they let that.be known to tﬁe
district. o | |

‘The districts put additioﬁél QA,.and the Air
Resources Board puts additional QA. I can’t tell you the

percent error band, but I can tell you that, of the sources

in the inventory, these 70-some-odd sources are by far the

most accurate. Looked at very carefully and individﬁally.

CHATRWOMAN SCHAFER: Yes, Supervisor Vagim.

SUPERVISOR VAGIM: Thank you, Madam Chair.

On the transport issue, we have a valley study
being completed now. How do we know, before that complete
studj is done, exactly what the transfer is? Is it
hypothetical?

MR. MC GUIRE: No. We had -—— in fact, we had used
a great deal of the information, the aerometric information,

that was collected during 1990 in the San Joaquin Valley
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-field stud? part of the activity. What we -- we collected a
lot of additional information about whiéh way the winds blow

during various kinds of episodes and where ozone

concentration -- ﬁe.mgasured ozone concentrations at a lot
of'additional.sites.

R And based upon_the information that we had
collected there, we did a fairly lengthy analysis where we,
és best we could, tracked the transport of emissioné. In
addition, we looked at what the emissions were in the
downwind. And it was definigely a downwind area in the .
valley. - And we compared those to the emissioné in the
Mountaiﬁ.ccﬁntieé Air Basin and found that‘the Mountain
Counties Air Basin emissioﬁs wefe extremely small coﬁpared
to the emissions just acrdss the air basin boundary.

Sc, when the San Joaquin Valley modeling exercise

is completed, it will undoubtedly shed more light on this.

It might even allow us tc be somewhat more quantitative.

But we believe that the data that we used to make the
transport analyéis last fall is fairly compelling in those
instances that the air mass did definitely go from the
valley into the. Mountain Counties on the day that the
viclations occurred.

SUPERVISOR VAGIM: So, you feel that, when the
study is complete and analyied, the data won‘t change that

much.
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MR. MC GUIRE: Essentially, it’s the same data.

:The conclusions should not change that, because we locked at

it not using a model, but we looked at it just using data

analysis technigques. And we expect the model to bear them

out.

SUPERVISOR VAGIM: Okay. Also, in the reduction

of one facility in the'San‘Joaquin'Valley, it was basically

a method of assessment'the valley uses versus the Air

Resources Board; is that correct?

MR. MC GUIRE: Well, actually, this particular

issue was one of the changes that;rof7course, Mxr. Rake

described from the staff report as originally published.

The staff report, as originally pub;ished, relied
on the emissions in Rern County as they had been provided to
us over the yeafs by the district. Recently, the district
had loocked at the wa? they compiled the emissions per
facility, and concluded that there were some inconsistencies
in the way that they did it. 2nd they asked that the way
emissions be aggregated be modified.

We looked at their proposal and agreed that that
modification was indeed reasonable. And, as a result, some
sources that, in a case where perhaps two sources had been
added together to ke over 500 tons, with this new method of

aggregating, it turned out to be two sources smaller than

500 tomns.
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SUPERVISOR VAGIM: There is —-- in addition, there
ié one facility in the valley that, evidently, there was a
célculation error in years before, and which there was a

holdback on .that facility to pay their fees, the Wéy I

- understand it. 1Is that correct?

MR. MC GUIRE: is that the Guardian?

SUPERVISOR VAGIM: Guardian Industry facility.

MR. MC GUIRE: We are éware of that. There are
some questions raised by the source operator aqut whether
the emissions were correctly acéountéd for in earlier fee
pfograms. -And; in fact, our staff has been working with the
district. We believe that that is resolved. Tt’s being
resolvedrtq the source operétor’s satisfaction. |

SUPERVISOR VAGIM: In the discussion about the
failure of é facility to pay the fees, I believe the
language in 90803 deals with that; is that correct?

MR. MC GUIRE: If that is the section number. The
language specifically ié meant to account for problems like
this. If a source, for legitimate reason, cannot or does
not repay, the language allows them to be forgiven.

, SUPERVISOR VAGIM: But, evidently, there is some,
perhaps, clarity that my district staff, the valley district
staff, is still a little biﬁ, I guess, on an uneven keel.
And they have suggested -- and if I may, Madam Chair, I’1ll

read it into the record. It‘s an amendment to 80803. And
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‘it would essentially add in a line or sentence that is in -

of_course,_it’s a one paragraph sentence. But, if I may, it
would be in the line thaﬁ had the words . ...chef
enfofcémept action, such district éhall notif? Executive
dfficgr of the State Board."

- The suggested language there would be added at the
bottom, whichlwould be in place of 9800.5 (sic) which says,
"Nothing herein shall relieve the operator from_any
obligation to pay any fees asséssed pursuant to this
requlation."

| in othef words; if there is a calculation error

and everything is bmitted, but yet they can still go back

"and hit them for the calculation error, it’s a convoluted

kind of a position.
One of the -- a suggested change is, "If
demonstrated to satisfaction of the air pollution control

officer and the Executive Director (sic) of the Ccalifornia

. Air Resources Board that the quantity of emissions used in-

determining the fee amount was calcﬁlate& in error, the
facility and the district shall be relieved of paying the
portion of the fees that was calculated in error.ﬁ

And that is the suggested language change to 9Q8--
I'm sorry. That would -- I’h sorry. That would be the last
sentence, striking ", . . nothing shall be relieved (sic)

relieve the operator of any obligation'to'pay any fees
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assessed pursuant to this regqulation.*
And that language would be substituted with the
language I just read. | | |
CHAIRWOMAN SCHAFER. For Board members.~~ in order

to follow thlS - lf you look at the document on "Revisions

‘to the ARB. Staff Report, which presumably will be the

document that we would have comment on after this Board
meeting, the language being referred‘to appears on page A-

The designator, 90803, Fallure of FaCllltY to. Pay
Fees, is the last line on page A-19.

So, tc read the text we'’ re‘dlscuSSLng oW, you
have to go to page A-20.

Can you, Supervisor Vagim, repeat the text of the
substitute language that I gather you may intend to open for
discussion here?

SUPERVISOR VAGIM: Madam Chair, the ——
essentially, the paragraph was in two parts.. It basically
says, if a facility closes or operator refuses to pay, ﬁhe

district shall notify the Executive Officer of this Board.

Then, it goes on to say, ". . .demonstrated good
cause, the district may be relieved. . ." Well, the issue
here is calculaticn error or whatever, if -- the language

that is being suggested to help that particular discussion
be more clear and precise would be this language that is

suggested to be added to the bottom of the 90803, which
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would be in placé.of the sentence that says,“"Nothing herein
shall :elievé the oPe:ator from'any_obligation to ﬁay any
fées assessed puréuant to this‘regﬁlation."

In other words, there:could be an oﬁ*ending -~ an
unending dispute‘that may goion, énd on, and on. One of the
areas that our staff has felt at the valley district to
clarify this is this language. nif demonstiated to the

satisfaction of the air pollution control officer and the

Executive Director of the Califdrnia Air Resources Board

that the quantity of emissions used in determining the fee

amount was calculated in error, the facility and the

district shall be relieved from paying the portion of the

fees that was calculated in error.m
That clarifies, and more distinct to add to the
definition for demonstrated good cause. |
CHAIRWOMAN SCHAFER: So, you‘re forcing -- in this
language -~ the Executive Officer of the Air Resources_Board

and the local air pollution control officer to concur in

.this judgment of --

SUPERVISOR VAGIM: If there’s a disagreement, then
he can carry on exactly the way it is. If there is some
agreement, then it does come to some‘conclusion.

The ". . .demonstrated good cause, the district
may be relieved from the (sic) portion of fees. . .required

to collect" is a nebulous kind of an undefined area.
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CHAIRWOMAN SCHAFER: Well, I think -- I'm going to

x defer to counsel in a minute. Does counsel have the

lénguage that has been proposed?
o | MS. GIAZER: No.

CHATRWOMAN SCHAFER: Have you heard enocugh of the
language that’s been proposed? |

ﬁS. GLAZER: Not entirely to evaluate it. . _

QUPERVISOR VAGIM: I have a. copy of what they jﬁst
faxed me. There was some discussion, and I’‘m not sure why
you would not have this. Eut let me make sure you do have
it. .Here’s-another copy of it here-for yoﬁ;

CHATIRWOMAN SCHAFER: Just a question for the staff
on'procedure; We held meetings on this rule,,aﬁd I assume
we had extended conversation with the San Joaquin Valley
Diétrict staff, since we made changes based on -- you know,
based on their calculations in that districﬁ.

Could the staff elaborate why this might not have
come up in the staff deliberations? Or did it come up in
the staff deliberations?

MR. MC GUIRE: No, it did not come up. Did‘we
ﬁear something this morning that there was going to be a
change proposed?

MR. AGID: VYes. I'’m Gary Agid. I received a
phone call about nine o’‘clock this morning saying that there

might be a proposal to make a change like this. But we.
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" hadn’t heard any suggestion of this prior.

SUPERVISOR VAGIM: Madam Chair, in discussing this
with the staff of the valley district this_morning,-aléo,
they had felt —— after diécusSions With the CARB staff —-
that there was -- and what they just had to g6 through in

the last few weeks of the undetérmined assessment and still

being left in a state of indecision, in the sense that we’re

‘going to go back and take a look at it and that kind of

issue, which I feel that they are ~- CARB staff is giving_
some assuranées that that will be done.

And I thiﬁk this is more not for the current évent'
as much for future events. I think their éon;erﬁ, if it
happens'again;‘thaﬁ we get in this state of undetermined
decision of how we’re going to recalculate, who’s in error,
et cetera, this is more precise. It gives‘definition of who
makes the decisions.

And once it’s agreed upon, the issue is over with.

CHAIRWOMAN SCHAFER: Well, it occurs to me that if
ydu have to have a consensus where there may not be a
consensus, there’s no decision-maker specified. It stands
in the way of the Air Board being able to determine what the
fee_ought'to look like.

And I'm a little concerned about, you know,
bringing this, you know, the potential of leaving a

disagreement open; whereas, this appears to make it clear
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that the operator will get a determination and will have to

pay the amount that is specified through this process that

we’re following this morning.

SUPERVISOR VAGIM: Yeah, if it’s —- of course,
this clearly kicks in if there’s —— if there is a |
calculationlerror.- And, of course, anybody_can.charge a
calculatiqn'érror at any particular time.

But if there is no place, except for demonstrated

" good cause, that’s a fairly loose term, they would precision

fo.the fact that the two parties -- the Air Resources:
Control Executive Director (sic) énd the APCD Officer at the
district‘levei -- agree that there has been a calculation
error, that is the deciéion versﬁé "demonstrated good
cause."

Now, who makes demonstration of good cause?

CHATRWOMAN éCHAFER: Board Member Edgerton.

MS. EDGERTON: If-I understand you correctly I
I understand éorréctly, the thrust of your comment is that
an error in calculation is demonstrated good cause.

SUPERVISOR VAGIM: By one party perhaps; By the
other party, there is still calculation that needs to be .
refined, and it may not be solved until both parties agree.
But it doesn’t say which parties are going to agree iﬁ this
and where the action will take place. Demonstrated good

cause.
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hagreement,—f,and, of course, CARB has the control because, .

if they don’t agree with the caléulation error,'they still

assess. Executive Director says, "I don‘t agree," end of

issue. You still get the assessment.

If’both'parties'agree, it shows culmination here'
What I believe that they’re nervous about is the fact that
1t stays loose by the demonstratlon of good cause. Who will
make_that determ;natlon-of demonstratlon of good cause?

MS. EDGERTON- It s dlfflcult for me to figure out

‘what would be more demonstrated good cause, frankly, than a

calculatlon - a mlscalculatlon, an erroneous calculatlon

It just seems to me that that would be -~ maybe
the staff can'speak-to that. That would be'the most de
facto and clearest demonstrated goed cause, was that there
was an erroneous mathematical calculation. So, maybe there
is a reason to have some additional clarification on that
point.

But just -- to me, that seems to be a lay down
demonstrated good cause. Thank vyou.

CHAIRWOMAN SCHAFER: Counsel?

MR. KENNY: I would tend to agree with Board
Member Edgerton. Essentially, what we have here is a
situation in which -- I think Board Member Vagim is

attempting to define the good cause situation. However, in
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trying to do so, he’s specifying one particular aspect that

 wou1d_be definitely_considered.to be good cause.

The way'that the.regulaﬁion is durrently
structured, we tried to provide_as.much fiexibility.as
posSible in terms of determiﬁing what good cause'woul&'be.
And we have the flElellltY, basically, in the demonstrated
good cause language.

If we open it up by basically going further in

'defining one aspect'of what good cause is, we. at'least raise.
”:questlons about other types of good cause ‘that should be

" defined in th_'LS regulat:l.on.

§ Ultimately, I think what:you end up with is a
requlation which basically results in a list df'items which
are going to belconsidered to be good.cagse. aAnd to ﬁhe
extent that there is an exclusion in that list for scme
demonstrated item, you have questions which then arise.

It seems to me that, at least, the langﬁage that
currently exists accomplishes very much what Supervisor
Vagim is attempting to accomplish. And I'm not quite sure
how the additional clarification really provides any added
benefit.

CHAIRWOMAN SCHAFER: 1I'd like to ask.Mr. Boyd --
or perhaps he’d like to defer to Mr. Scheible -- on our |

experience with this potential miscalculation problem, how

we’ve resolved it in the past, I’'d like to get a better feel
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‘for what the problem is'that needs to be solved here.

" MR. MC GUIRE: Perhape_I can shed ahlittle more-
light on that' Chairwemah‘Schafer. ThlS prov1510n is meant
to deal Wlth changes that come up from the time the emlSSlOn
lnventory was orlglnally'produced.

And,_normally,:l think we’ve only used it ahcouple

 of times, including the most recent one having to do with

‘the facility in the San Jeaquin Valley

What it normally is is not an error in the ,
calculatlons ‘as much as, from year to year, the source may

make some change ln its control equ1pment or somethlng that

' affects emissions. And sometimes, if those changes are not

communicated from the source to the district and from. the
district to the Air Resources Board in the timeframe set up

for these regulations, the regulations could be based on

emissions that are higher than now exist.

And, in.fact, that was whah happened ih the case
of the Guardian facility that we’re talking about now, which
is, to my knowledge, completely resolved and-has been fof a
matter of days anyway.

So, your original question'—— how'fiequently has
this‘been used -— it has been used only very rarely. 2nd,
normally, it’s a matter more of timely updating rather than
out and out computational errors.

CHAIRWOMAN SCHAFER: So, to date, for the five
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years’ experience we’ve had w1th this prov1510n, it’s |
worklng pretty well . |

'MR. MC GUIRE: I would say that

" CHATRWOMAN sCHAFER: We resolved it before the

regulatlon had to be con31dered by the Board

MR. MC GUIRE: That’s right.. And I711 ask Ms.
MurchiSOa to confirm if;it_hae been-uSed only -
- MS. MURCHISON: Several times, but not many.
MR. MC GUIRE: Several --
_MS..MURCHISON: - Two or three tlﬁes, say.q'.

ﬂ MR. MC GUIRE' TwWO or three - less than four

nwe re sure. 3o ,-I say a few. I sald two maybe three, but

very rare.

(Zaughter.).

CHAiRWOMAN SCHAFER: Are there any more questions
or discussion from Board members? |

SUPERVISOR VAGIM: Madam Chair?

CHATRWOMAN SCHAFER: Dr. Boston?

ﬁR. BOSTON: Mr. Vagim, your suggested change is a
little unclear to me. I don’‘t think we have an Executive

Director. We have an Executive Officer. 1Is that what

you’'re -—-—

SUPERVISOR VAGIM: Well, I presume that’s what
they mean, Dr. Bosten.

DR. BOSTON: ©Not the Chairperscon, you mean the --
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SUPERVISOR VAGIM: I mean the language, obviously,

- would need to be clarified. I think what I'm offering_today

is Jjust the thrust of the change that reflects the émbiguity

of the discussions that were going on between the district

and CARB. And even though it might have happened four'timés

or not many times, but many, or whatever the discussion over

'the,years has been, the issue is -—- and T disagree with

counsel in somé ways, bécause if'ydu’re‘going tolhave.a‘_
calcﬁlétioﬁ error, it’s going to be over the quantity of
emissions. | - | |
. .Andﬁthis.basicaliy points.that out. It mékes:it' 

clear. For good cause, in an area where there’s an
aséessment of fees, to demonstrate a good cause is a fairly
loose term. Evidenfly, what happened in‘this particular
case, because it was so léose, therelwasAa significant
amount of definitions thét had to be applied versus just a
quantity of emissions, which is really what we’re talking
about. |

And the calculation was done in error after some
particular retréfittiﬁg or something happened, and it was
still -- it was not reéognized. I’'m not sure exactly what
happened and the specificity of_this;‘but, nonetheless,
there was an accepted calculation error.

I think what the valley stéff is proposing for

clarity in the future to get to the point and to the issues,
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essentially allow this to be defined as a quantityiof

_emissions used in determining the fee calculated versus =--

that ﬁould'be coupled with, of course,.the demoﬁstratidn of
good cause that literally adds refinément to thgt:définition
of "for good cause."

It puts some clarity to it. Whether it tightens
it up because couﬁsel's saying that‘s too tight; they want
more liberﬁy with that définition, as Ms.rEdgerton juSt-_

said, if it’s an error in calculation, what more could it

-poésibly be?"

This is just a definition or refinement to that

‘definition of the calculation error. Evidently there was

some -~ some ~- this has been going on, I guess, with
Guardian —-- the parﬁicular industry in question -- because
they’/ve held back their fees from last year because there
was a disagreement. This has been not just a few weeks.
This has been last year’s fee assessmént. And ﬁhey've been
going around, and around,land around with our staff and
others about how come .they should -- they’‘re trying to show
they shouldn’t owe it, and it’s taken this long. |

| So, this clarity would shorten up and allow the
industry to have some resoivement versus this overhanging
fee assessment that they may or may not have to pay. 2And

it’s taken this long for them to resolve it.

—
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So, f think there’s a timing issue, too, on how |
long these things are going tb be outstaﬁding; And ﬁhis‘
would clarify it and allow peqple_to'sif down and deal with
thé actual emission quantity.calculation,'not.something else
that might be eéoﬁe:ic. | : .

SUPERVISOR RIORDAN: Madam Chair?

CHAIRWOMAN SCHAFER: Yes,'Suﬁérvisér Riordan.

SUPERVISOR RIORDAN: I might make-a suggestibn. I

think what is offered ﬁay-have merit, but it’s very

difficult_for us to, I think, discuss it and to have our

‘staff and counsel review it.

And I might suggest that it would be appropriate

- to move forwardrwith the language that we have. And tha£ at

an appropriate time -- and I’'m not sure how the Board
éperates technically -- that mgybe we revisit that with some
additional analysis that would give us a clearer feel for
what might be acceptable language, nét dismissing what it
offered, but just so that we can move off of, perhaps, this
particular point at this time. *

SUPERVISOR VAGIM: Madam Chair, that’s acceétable
to me. Basically, this is the venue to offer the language.
I have-ho problems as long as we’'re moving.to some kihd of
analysis and later revisit this. ‘That’s.fine with me.

CHAIRWOMAN SCHAFER: Okay. Mr. Boyd.

MR. BOYD: Well, I think Supervisor Riordan’s
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suggestion alle#iatee the'concetn _— T wouldragree with
that. I was tryingxto refrain from getting into this,
because I'm a little surprised that this has come in.so

late. And in deference to'Supervisor Vagim, I’'m a little

'dlsappolnted the district dldn’t discuss lt with us.
‘ Because, qulte frankly, I think some of my staff went above

and beyond the call of duty of helping the district resolve

its problem with Guardian.
And I'm a little taken aback by the feeling of the
dlstrlct staff that they need some change. So, I do think

we need some time to have a discussion with the dlstrlct

7 staff to see whether they have a concern that has not come'

to our attention relative to how things might occur in the

future and, therefore, the applicability of this to other
districts and other situations. Because I eo agree -- I do
agree with our counsel that from lots of experience, as you
start to finely define things, you begln to leave more
things out than you desire. And the global language has
worked to date to allow us to resolve most of these issues,
maybe not with the speed that the industry in guestion would
have liked to have seen -- and I’'m not quite sure what the
issue is there. BAnd since the Board has asked us to lock
into this, you’ll hear more about, perhaps, why it took so
long.

But, to me, it was an issue between the district
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and the facility and once resolved with our staff’s help,

was resolved under.thé broad umbrella that this -- that the

" language at present provides us.

So, we’d be glad to look into it in more détail
and report back to you. |

CHAIRWOMAN SCHAFER: All right. Thank you very

much.

SUPERVISOR VAGIM: . Yéah, thank vyou, Madamrchair,
but just one‘quick comment..

O Mr. Bde,-I hope that the timing of when this
member or any mémber pﬁﬁs an offering to you and this Board
Idoes not create a sin by the sheer timing. I think we’re
all -- | '

MR. BOYD: I would never say that one of my Board
members could ever commit a sin. |
(Laughter. )

SUPERVISOR VAGIM: All right.

;
[

MR. BOYD: The sin was committed by the district,
my peer at the district, as far as I’'m concerned, in not
letting me know that he had a concern.

SUPERVISOR VAGIM: Thank you.

CHAIRWOMAN SCHAFER: Thank you very much,
Supervisor Vagim. I certainly expect that the reason we
have Board meetings is that so that we can consider all of

these things together. And so, anything that comes up at a
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'Board meeting, as far as I'm concerned, initiated by one of

.the members of the Board is very timely.

Yes, Mr. Lagarias.

MR. LAGARIAS: Madam Chair, I’ve been ldokiﬁg at

the charges by district, and it seems to me that while the

fees are going'against‘plants that put out more than 500
tons of a pollutant per year, there’s some inequities here.
The Bay Area is charged $970,000. The South Coast

is $500,000. wWell, thatlmay reflect the fact that there

~aren’t as many plants in the South Coast'that have as much

as.EOo'ﬁons‘per year.emissions. But, then, when you look at"
the Mojave Deéért,:its feesrare $318,000, or three~fifths
whaﬁ the South Coast fees are, and I -- while there may be
large sources in the Mojave Desert, there’s no way you can
convince me that statioﬁary sources in thé Mojave are
greater contributors than those of the South Coast.

And, then, you look at San Diego, which is
$81,000, and that’s a fourth of what the Mojave Desert fees
are. And it raises the point, are we juét charging the fees

against the deep pockets, the large stationary sources? And

when we had the original discussion with a 500-ton limit, I

think we should consider whether this is a disproportionate
charde against the big few rather than the total many.
" MR. BOYD: Well, Mr. Lagarias, we’ve got two

dilemmas here as I see it quickly. One, the Legislature’s
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définition of the threshbld is what we had.to work with, and
it restricts our flexibility; s0 to épeak,.if_yoﬁ wént to
approach it that Way.- |

The other thing is, in-terﬁé of the magnitude of
emissions from various sources or various geographical |
aréas, it is a prodﬁct of, in some degrees, the amount of

Nox control that some districts have put in place vis-a-vis

‘others. Aand I guess there is a dilemma, but it‘’s almost --

in some people’s éyes -- but it’s almost beyond our

capability of addressing it really, because the 500 tons was

_fixed in the law as the threshold to utilize.

MR. LAGARIAS: But it has been successful in -
forcing these larger affected industries to apply more
controls because of the cost of the fee and the desire to

get under the 500-ton limit, if at all feasible, to escape

. these fees; is that correct?

" MR. SCHEIBLE: I believe that the level of these
fees or the acid deposition fees provides an inpentive,
although a relatively small one relative to the cost of
control. And the sources are going to be paying in the
order of between $2,000 and $10,000 a ton for eﬁission
controls; the fees are quite small. And they’re also
relatively small compared to the amount‘éf the fee charged
by the local district for the direct regulation, permitting,

and other activities.

PETERS SHORTHAND REPORTING CORPORATION
3336 BRADSHAW ROAD, SUITE 240, SACRAMENTO, CA, 95827 / (916) 362-2345




10
11
12
13
14
15
16
17
18
19
20

21
22
23
24

25

51
I guess the law does not -- would not prevent us
from hav1ng some sort. of slldlng scale for those sources
that make it in at 500 accordlng to the area the source lS
in. But the Board chose in its original adoption not to use

a more complicated fee program. That might be something you

‘would like us"te'look at in the future. It would make it

more =- onlthe-premise, which is undoubtedly eorrECt, that
certain emissione cause more probLems and, therefore, incur
more cost than other emissions;

 CHATRWOMAN SCHAFER: I think you ve raised some
fundamental questlons, Mr. Lagarlas, about the design of the
fee structure overall. And I had some questions when I was |
first briefed on tﬁis as well, beeausef.again; I'm still new
to this particualr topic in any event.

And I think that, as we move towards the end of
this eight—yeaf authorization period, that ﬁe need to give
some really intelligent thought to how to design a few
structure for the future should we pursue legiélation to
finance these kinds of activiﬁies through a fee, giving a
lot more consideration, perhaps, than we have in the past to
the‘overall incentives picture.

I think, generally, this fee was a revenue-raising
proposition in order to finance certain activities that the

Board must carry out as distinguished from being designed as

~an incentivizing set of fees. And I think that’s something
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that would be a very constructive pursuit for.the staff to
také, maybé'not even as early as next year, certainly by the_
time we.afe preparing legisiatién.an& budget proposals for

the following year in the Governor’s budget'submission,for

. ARB.

Yes, Mayor Hilligoss.

MAYOR HILLIGOSS: Could the ARB require each
district to collect their emissionS'in the same way? I
think that’s where the problem comes in.

CHAIRWOMAN SCHAFER: Okay. Yes, Board Member .

'MS. EDGERTON: 1’d like to agree with the
Chairwoman. i’d very much support a more careful analyéis
of the results of this program in light of the goals that
the Legislature set out and/or the way that the ARB sees it.

| Again, retufning to whether it’s supposed to be a
revenue -— whether it’s primarily a révenue generator or
whether it’s a market incentive program, something designed
to influence behavior, that is where I find I have had some
questions with respect the overwhelming transport issue,
because that suggests that there is'an effort to influence

behavior within the program. Because you’re saying, since

- they have no control over their program in the mountain

area, they shouldn’t have to.pay the fee.

On the other hand, since -- from what I understand
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from talking to therstaff ~— the fees are so émall that'they.
don’t appear to be influencing behavior in any significant
extent, then I'm sort of wondering'whether'br. Boston’s
comment isn‘t the one that makes‘sense, is that it éhould be
perhaps just a flat revenue generator, just everybnerwho’s'
emitting, irrespective of the effect in the particular .
disfrict.

I'm just saying if I ‘were a legislator. These are
juét'issues.that havé cone up in my mind trying.to
understand'whaﬁ the purpose of it -- of the overall.pfogram
is. And, so, I would —- I ﬁery ﬁuch sﬁppofﬁ the idea of
approaching it with a littlé bit of the wisdom that we have
gleaned about market incentive programs. |

'And I think this is consistent with thé Governor’s
establishment of Cal-EPA and the whole idea of trying to
make sure we get the most bang for each buck.

MR. BOYD: Madam Chair?

CHAIRWOMAN SCHAFER: Just a moment, please, Mr.
Boyd.. Yes, Mr. Calhoun.

1 MR. CALHOUN: 1I‘d like to hear the staff’'s
response to Mayor Hilligoss’ suggestion. .

MR. BOYD: I think Mr. Scheible was going to
comment as to whether we can make them do it all the same
way . : -

MR. SCHEIBLE: I might need some help from counsel
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here. The emission inventory is one of the functions that -

"~ the Health & Safety Code applies primarily to the Air
Resources Board to use to the max1mum extent p0381ble the -

' lnformatlon created from the dlstrlCt

But I -~ my quick assessment would be that the way
the Health & Safety Code.is constructed, the Board could, ifi
it so desired, prescribe or guide ﬁery sﬁrdngly districts in
how they put togethér their emission 1nventory to try to
achleve con315tency Oor more con51stency than there is.

I think lt would be a very, very substantlal
undertaklng.r I think ;t’would be qulfe controvers;al with
the dlst:;cts to éry to do somethingrlike that in a
regulatory mode. We try to do it now in terms of technical,
you know, getting the best technical job done. Eut they do
go about things differently, and there are substantial
aspects of the emission.inventory that you canhot resolve
clearly. You can argue several different ways of doing it
for a given source.

So, I think it’s legally possible. It would be a

difficult undertaking to do that. And it would be something

where we have by and large, for the stationary scurces that
they directly permit and regulate, we’ve seen them as the
primary generator of the information. And then we use the

informatiocon.

And in instances where we saw, like we did a few
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yvears ago, in refineries in the Bay Area and the South

Coast; thére was a difference and there was a problen to.tfy
to‘workron it ﬁot thfough.a regﬁlatory mode; but in terms of
there’s a technical issue hére, and‘let’s:éet together and
tr? toiresolve iﬁ through consensus..

CHATRWOMAN SCHAFER: If fhere.are no further

comments or questions from Board members, I’d like to remind

the public that this now is your opportunity to present

testimony to the Board.

I don’t have any indication that.mémbers of the
public have signed uplrequesting to testify. I’d just like
to, before clOsing'this.it;m -

| Mﬁ. BOYD: Madam Chair?
- CHAIRWOMAN SCHAFER: Yes, Mr. Boyd.
MR. BOYD: If I might, Ms. Edgerton broﬁght_up two

things I’d like == well, you brought up one issue I’d like

- to provide some information to the Board, and that is the

tiﬁeliness of this discussion about how fee structures and
systems.work.. And I'm not sure we’ll have the luxury of a
lot of time in térms of waiting for when this particular -
as you already indicated, we may not be able to wait for
when this law needs to be reauthorized, because I'm aware
that in the Legislature right now there is discussion
beginning to take élace, initiated by industry sources, on

how to finance the PM10 activities that need to be carried
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out in the State.

And with their knowledge of the Kapiloff bill, the

 acid deposition program -- and, as already indicated by vou,

the program is just fiﬁishing and‘the;feesIdid,just'finish—-.
there are some discussions beéinning to take pléce about, in
effect, picking that same ?rocess up again or reutilizing

that appfoacﬁ, ﬁhich is basically this approach -- it’s-just
a threshold of some kind to faise revenue, not to influencé'

behavibr, but to pay for programs that there seems to be a

~mutual understandihg need to be paid for in the future.

| - And I‘m aware thét there are some sourceé'talking

about doing this in.order to pay for all that péople are
beginning to realize needs to be done in this century, we
thoughtAmaybe next century, to address the PM10 issue. So,
I think it’s very relevant to talk about it in the near
term.

The other issue was Ms. Edgerton’s reference to
Dr. Bosteon’s eérlier conéerns.' I was very muchlappreciative
of his concerns, and I don’t want to leave that issue lying
on the table not totélly résponded to in terms of protecting
the public health of the people in the area.

Whereaé, a local disirict won’t have to require an
industry in question to pay a fee, this particular fee iet's
say, or won’t have to carry out controls that they may

believe are excessive in terms of controlling their own
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local industry with respect to its contribution to the local

' program, you’re right. The people in the area are still —
‘their public health is assaulted, assaulted primarily by

what’s —-- evérybody decides what’s coming into them.

But those industries usually are subjected to some

rules and regulations. Certainly, there are baseline rules

and regulations. New source performance standards that the

Federal Government requires are an initial starting pointf
And many of the districts in question do have

requlatory approaches they do také through their new source

review rules or through some retrofit provision’they may see

necessary to at least have the industfies in question make a
cohtributiqn £o the issue. |

So, we are cogﬂizant'of that need. And I think
the local areas are cognizant of the need; It got here to a
point of equity in terms of where do wé stop and where do
others start. And it’s not just the Mountain Counties.
That issue rages to this day between the South Coast Basin
and San Diego, between the Mojave area and the South Coast,
between the Bay Area and the valley in general, and so on,
and so forth. And we’ll continue to strive to resolve each
and every one of those.

in_some cases, it takes Wofk of many, many years
of a lot of sophistication, such as the San Joaquin Valley

air quality study and its ultimate model, to get everybody,
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hopefully, to the ﬁable to agree to who’s doing what to whom
and to what precise amount.: -

We know a lot in generalities.. We know the Bay 
Area does it to the vallef.tb sdme degree, but we know the
valley’s responsible} to some degree, for its own, so on and
so forth. | .

So, hopefully, to address Dr. Boston’s concern énd
Ms. Edgerton’s about.the heaith of the people in question, -

we try to deal with that as well as dealing with all these

other more technical issues.

CHATRWOMAN SCHAFER: Thank you very much, Mr.
BOyd. |

Tt appears fhat there are no witnesses reqﬁesting
the opportunity to commént on this issue this morning. Sd,
at this point -- excuse me, Counsel?

MS. GLAZER: Madam Chairwoman, I just wanted to
point oﬁt one technical thing. 1Im the 15-day notice
package, which I believe the Board has before them and which
members of the audience ﬁay‘alsé have, appérehtly through
some error, the corrections that were suggested in the 15-
day package, they were made to the old version of the -
regulations, not to the version that was out for the 45-day
notice.

So, while the information in there as to each

district’s share of the $3 million is correct, the proposed
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staff change, which was in the 45-day notice package, with

regérd.tq the Amador County facility and their overwhelming

transport exclusion for that facility is not reflected in

the_154day notice package.

So, I ﬁanted to.clarify for.the Board that the 15-
day notice package, wﬁich,you have in front of you, wili not
acﬁually be that which is_pﬁblished based on the Board’s.
resolution. '

CHAIRWOMAN SCHAFER: Very good. I appreciate you
pointigg.that_out, and expect_that_cénférming-améndments to
the package wili be ﬁade fo reflect £he decision of.the
Board that is about tQ be made.

Yeé, Member Edgerten.

MS.‘EDGERTON: I would like to qualify it just as
a point of information, following up on the PM10
legislation, is the staff contemplating working up an -
analysis or a mechanism for providing to the Legislature a
better understanding of how to harness market forces in the
imposition of the fees for PM107?

Is that - is that something that you’re actively
thinking about doing?

MR. BOYD: Board Member Edgerton, actually, the
issue has not matured to that point. 1It’s a very new issue.
I just learmned in the last 8 to 10 working days that some

people representing some industrial sources had started a
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‘dialogue with some'legislative staffers about the need to do

this and have started a dialogue within their own industry.

They’ve_ndt,approachéd us directly. ft jﬁst
triggered‘ip my mindlthat, obviously, we are approaching a
threshold of having to startlsome discussions on'this '
subject, if'they carry through with their stated inteﬁtién

of amending a bill that’s, in effect, just a spot bill that

Assemblyman Sher has to‘begin to address something like

this.

But theré’s been just the most preliminarf_of
references of this to our iegislatiﬁe staff. S0, we’ve just
kind of picked it up as something that some peopie have in
mind doing. |

But this is not old. I’ve heard this for two or
three years. As people have debated what to do_about PM10,

they’ve thought about continuing the Rapiloff program or

doing something like that.

The dilemma is, if I -- is that that program is
basically -- the Rapiloff program for acid deposition
basically addressed, quote, "traditioﬁél smokestack"
industxry, and PM10 is more.complicated and more diverse. It
affects ag sources, and they couldn’t find a -- they had
not, as of that point in'time, found a way to bring them all
in. And they’re still talking about how to do just that.

But it’s off and running again and probably
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deserves to be broadened to how can we deal with it in a way
that takes more account of the interest in using the market
aﬁd_indentives. | | | - |

MS..EDGERTON: ‘The most environmental benefit for
the environmental dollar. |

MR. BOYD: Right.

MS. EDGERTON: Thank you.

SUPERVISOR RIORDAN: Madam Chair?

CHAIEWOMAN SCﬁAFER: Yes, Suﬁervisor Riordan.

SUPERVISOR RIORDAN: May I offer a motion to
approve'Resolution'94—19 that’é before us now? |

CHAIRWOMANVSCHAFER: Yes, ma‘am, in a moment. I
wanﬁ'to ask Mr.'ﬁoyd'if there were any == in addition to
Whét has already been presented to us -- written comments
that the Board has received by individuals unable to testify
at the hearing before we actually consider the motion? |

MR. BOYD: We'’re not aware of aﬁything more, Madam
Chair.

CHAIRWOMAN SCHAFER: Very good. Yes, we accept
the motion to adopt the --

| DR. BOSTON: Second.

~ CHAIRWOMAN SCHAFER: -- matter before us; the
staff’s proposal will.be.adopted subject to the 15-day
notice of public availability.

I might just continue to point out that written or
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oral comments.received after this hearing date, but befbre
the'lé—day notice is issued, will not be acceﬁted as part of
the official record on ﬁhis.agenda item.

| . When the public record is reopened for a 15-day
coﬁment period,-the_public may submit written comments on
the proposed changes, which will be considersd and respbﬁded
to in the final statement of reasons for this requlation.

Also, I want to just remind Board members of our

policy concerning ex parte communications. I don’t believe

thefe are any involved in this matter and, therefore{ we cﬁn
diépenée with that. | |

You all have had before you a copy of the .
resolution, and we have.é motion to adopt the resolution as
amended by the staff’s proposals.

SUPERVISOR VAGIM: ‘Madam Chair, for discussion?

CHAIRWOMAN SCHAFER:‘ Yes, Supervisor Vagim.

SUPERVISOR VAGIM:\ In the resolution, it does have
the Section 90803 as part of the adoption. And in light of
the discussion today and, Supervisor, I presume your
discussion or your direction will also be included in your
motion that we can revisit this?

SUPERVISOR RIORDAN: .I was going to handle that
maybe in a subsequent motion if that were appropriate.

SUPERVISOR VAGIM: That’s fine with me if that’s

appropriate. I don’t care which way, but I think it’s
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important that we do revisit it, since this is part of a new

package that is being included in.the_15~day period.anyway.

This is something new.

CHAIRWOMAN SCHAFER: All right. So, the

resolution that is before us and on which we will vote is

the one that is printed and before you refiecfing'thé

. changes that the staff has proposed to make over the

previbus way we’ve managed this fee program;. Do I have a-

- second on the motion to adopt this resolution?

DR. BOSTON: Second. |

CHATRWOMAN SCHAFER: Seconded by‘Df.-BOSton.  The
Clerk may call the roll.

MS. HUTCHENS: Boston?

DR. BOSTON: Yes.

MS. HUTCHENS: Calhoun?

MR. CALHOUN: Aye.

MS. HUTCHENS: Edgerton?

MS. EDGERTON: Yes. .

MS. HUTCHENS: Hilligoss?

MAYOR HILLIGOSS: Aye.

MS. HUTCHENS: Lagarias?

MR. LAGARIAS: Aye.

MS. HUTCHENS: Parnell?

MR. PARNELL: Aye.‘

MS. HUTCHENS: Riordan?
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SUPERVISOR RIORDAN: Avye.
MS. HﬁTCHENS: Vagim? .
SUPERVISOR VAGIM: Aye.
us. HUTCHENS: Madam Chairwoman?
' CHAIRWOMAN SCHAFER: Aye.
MS. HUTCHENS: Passes 9 to O.
CHAIRWOMAN SCHAFER: As I just mentioned

previously, there'will be a 15-day comment period for this

item.
I recognize Supervisor'Riordan; _
SUPERVISOR RIORDAN;. Yes. Madam Chair,
understanding the ptécess, I tﬁink the analysis —— and I

don’t know whether it would'apply or could apply even to
what we’ve just adopted, but perhaps for the future year, or

it may be able to be amended in, you know, some part of the

- year. I don‘t know how you proceed in that regard.

But it seems to me that we ought fé have a staff
analysis brought back to the Board of that suggested change
to the effort of the fées for the stationary source progranm.
So, however that might be done, it may be simply by
direction of theIChair to the staff. I don‘t know if you
need a ﬁotion.

CHAIRWOMAN SCHAFER: No. I would rather use this
as direction to the staff, have them look at the language

and discuss it with district officials and others as needed
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_rather than handle it as a regulatory item. If, as a result'

of the analysis that the staff does, the Board then decides
to proceed with regqulatory changes, then we’ll have to do
that in accordance with our normal regulatory procedure,

which would involve advanced notice and opportunity for

- public comment.

So, I think the members of the staff understand
the charge from the Board on reviewing this matter. )
'ﬁR. BOYD: Indeed we do,_Madam’Chair.
CHAIRWOMAN SCHAFER: Okay. Thank you very much.
Thank you;'Superviéér Riordan, Supervisor Vagiﬁ.' |

I'd like to call for a short break while we

.reéhuffle staff here for the presentations that will also be

made at the Board hearing this morning.

"(Thereupon, a brief recess was taken.)

CHAIRWOMAN SCHAFER: If the Board members will
retake their seats, we’ll reconvene the hearing. I’d like
to remind those of you in the audience who would like to
testify on the next agenda item, to please sign up with the
Board Secretary at this time. The next agenda item for this
morning is No. 94-4-2, a public meeting to consider an
information report on ozone and public heélth/récent
findings relevant to ambient air quality standards.

For this item, we’ll hear an update of the ozone

health effects studies completed since the 1987 revision of
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