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EXECUTIVE SUMMARY

The proposed amendments to South Coast Air Qudkiyagement District (AQMD) Rule 461 -
Gasoline Transfer and Dispensing ensure the timgiyementation of Phase Il Enhanced Vapor
Recovery (EVR), as required under State law. TMR Hegulation requires all gasoline
dispensing facilities (GDFs) in the AQMD to implemtePhase Il EVR on or before April 1,
2009. The proposed amendments also enhance euley @nd enforceability in several areas
including contractor certification, approval oftexsaccountability and compliance testing.

Approximately 4,500 GDFs in the AQMD and 13,000 GDdtatewide will need to upgrade to

EVR Phase Il vapor recovery by April 1, 2009. Tae number of GDFs needing to upgrade
their vapor recovery equipment within the next 1@nths will require a concentrated effort by

the GDFs, certified installation and testing coctivpes and regulatory agencies. Proper timing,
commitment and follow-up are critical to meeting tdreadline.

Proposed Amended Rule (PAR) 461 will require thenemoperator of any existing GDF that
has not demonstrated compliance with CARB certifédchse Il EVR on or before October 1,
2008 to submit a compliance plan and associated fe€3dbgber 1, 2008. The objective of the
compliance plan is to ensure that GDF owners ptartning for the required updates and outline
the increments of progress of Phase Il EVR impldatem to assure compliance with CARB
deadline of April 1, 2009. The compliance plan lkslspecify the increments of progress
necessary to meet the compliance date. Alterdgtittee owner/operator of any existing GDF
that submits by September 1, 2008, a complete@gin for a permit to construct and operate a
CARB certified Phase Il EVR system that demonssgrétte installation and testing of the system
on or before April 1, 2009, will not have to subnhié compliance plan.

PAR 461 will delay the implementation of EVR foruggment dispensing E85 until April 1,
2012. This will allow time for CARB to certify EVRystems for the transfer and dispensing of
ES85.

PAR 461 will require that all contractors instadjjrmodifying or repairing any CARB certified
Phase Il EVR system or components shall have ssiutlgs completed the applicable
manufacturer and the International Code CounciC{l@aining programs, or any equivalent
state certification program that may be developedthe future for the replacement of
components. The requirement for obtaining releeamtification shall take effect six months
after such tests certification becomes availablhese proposed amendments are needed to
increase enforceability and ensure emissions remhgcthrough use of third party testers and
certifications, consistency through a statewiddifteation process and ensuring that testers are
certified under the latest requirements and stalsdar

To reduce the number of days a new or modified @iy operate in noncompliance, PAR 461
will require that owner/operators must demonstthteugh performance testing that the vapor
recovery equipment complies with the rule requirets@rior to dispensing gasoline.

To address the complaints from GDF operators argbrvaecovery testers concerning the
reverification tests schedules, the proposed amentnoffer a more flexible reverification test
schedule set on the specific month (not the seddy) for future testing.

Furthermore, the proposed amendments improve tleuatability of the testers with
reoccurring violations, and contractors who instaltepair vapor recovery systems.

Proposed Amended Rule 461 1 February 21, 2008



Final Staff Report

PAR 461 also includes other minor amendments tamcethe clarity and the enforceability of
the rule.

BACKGROUND

Rule 461 was adopted on January 9, 1976, to regasoline vapor emissions into the
atmosphere from gasoline transfer and dispenstrititiies (GDFs). The rule has been amended
seventeen (17) times to enhance the efficiencieshef vapor recovery systems and rule
enforceability. The last amendment took plane oneJ3, 2005, and aimed to implement
California Health and Safety Code Section 40724ctviiequires best available retrofit control
technology for agricultural sources.

The GDFs emit vapors that contain volatile organmmpounds (VOCs) and toxic air
contaminants (TACs) such as benzene, toluene drdecy These emissions are regulated by the
Enhanced Vapor Recovery (EVR) regulations of théf@aia Air Resources Board (CARB)
and the South Coast Air Quality Management Distidd@MD) Rule 461 — Gasoline Transfer
and Dispensing. GDF's are the second largest V@{sston source category under the
AQMD’s regulatory authority, following architecturaoatings. VOC components react in the
atmosphere photochemically to form several secondirpollutants including ozone, a major
ingredient of smog.

Gasoline vapor recovery requirements were adopye@€ARB in 1974. The vapor recovery
includes both Phase | and Phase Il vapor recowstgms. The Phase | vapor recovery system
recovers gasoline vapor generated during the gamgfgasoline from a tank truck to the GDF
storage tank (bulk drop). The Phase Il vapor recpgystem recovers gasoline vapor generated
during the refueling of motor vehicles and from tterage of gasoline at the GDF. The
requirements for vapor recovery systems are defimedecutive orders issued by CARB for the
specific systems and established 95 percent coeftficiency for the vapor recovery systems.
The vapor recovery requirements were subsequentgnded due to changes in the equipment
and the maintenance requirements to maintain tiigres efficiency.

The gasoline vapor recovery includes both the loalaand the vacuum assist systems. The
balance system operates on the principle of vajptatement during vehicle refueling. It uses

the slight pressure that is created in the veHiost tank by incoming gasoline liquid and the

slight vacuum created in the underground storagje ltg the departing gasoline liquid to pull the

vapor out of the vehicle tank and transfer it te tinderground storage tank, as illustrated in
Figure 1. The balance system requires a tight lsetaéeen the faceplate of the nozzle and the
vehicle fillpipe.

The vacuum assist system utilizes a pressure induwtgvice, such as a vacuum pump or vapor
collection unit, to enable the nozzle to captungordrom the vehicle fueling tank during vehicle
refueling and create the flow of vapor back to uhderground storage tank Unlike the balance
system, a tight seal at the nozzle fillpipe integfas not necessary for vapor recovery. Figure 2
represents the vacuum assist vapor recovery systéhe effectiveness of a vacuum assist
system depends on its ability to maintain the ratiothe collected vapor to the dispensed
gasoline liquid (V/L) within the specification di& executive order of the system.

In 1999, several field inspections and audits cetetljointly by CARB and air districts staff
have uncovered several problems with the perforemamd durability of the vapor recovery
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components at the GDFs. As a result, CARB stdfhawledged the need for expanding the

certification duration of the vapor recovery systand enhancing the tests requirements during
the certification procedure (CP-201) to thorougatdress the vapor recovery concerns which
triggered the adoption of the EVR regulations.

Figure 1 — Balance Vapor Recovery System
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Figure 2 — Vacuum Assist Vapor Recovery System
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The EVR regulations became state law on April 12Gnd have been amended several times
since to address specific issues. These requitsmesulted in the phasing-out of less effective
existing equipment and will require the installatiof equipment that meets the EVR
requirements. Health and Safety Code § 41945 alfowr years from the date of adoption of a
more stringent standard for existing facilitiesctimply with the newly adopted standard. New
facilities or facilities undergoing major modifieats are required to meet new standards
immediately after their adoption

EVR is being phased-in and includes the followingraodules for both Phase | and Phase II
vapor recovery systems:

Module 1: Phase | vapor recovery (CP-201, Sectiar 3.6)

Module 2: Phase Il Vapor Recovery (CP-201, Sectibhs 8)

Module 3: On-Board Refueling Vapor Recovery Contphlty (CP-201, Section 4.4)
Module 4: Liquid Retention and Nozzle Spitting (201, Section 4.8)

Module 5: Spillage and Dripless Nozzle (CP-201ti8act.3 and 4.7

Module 6: In-Station Diagnostics (CP-201, SectiOh 1

A discussion of each module can be located in tbati@l Technology — Enhanced Vapor
Recovery Appendix of this report.

The EVR for Phase | (one module) included the impnoents of the spill containment and

covers; rotatable product and vapor adaptors; aesspre vacuum vent valve. With the four

year phased-in period as provided under HealthSadfety Code, the Phase | module for both the
balance and the vacuum assist systems was fulliemgnted on April 1, 2005.

The EVR for Phase Il (five modules) includes, amarigers, the onboard refueling vapor
recovery (ORVR) compatibility, and the in-statiomghostic (ISD). The ORVR compatibility
module recognizes thaew vehicles equipped with the ORVR system-andes gasoline vapor
displaced during vehicle fueling to the onboardigtan on the vehicle instead of returning the
vapor to the storage tank at the facility. The ISDlesigned to provide continuous real-time
monitoring of vapor collection and containment @fncies; alert the GDF operator when a
failure mode is detected so that corrective actian be taken; shut down the dispensers, if
repairs are ignored; and provide compliance records

GDFs with underground storage tanks will need tgrage to EVR Phase Il vapor recovery.
Approximately 4,500 GDFs (3,300 retail GDFs and00,2on-retail GDFs) in the AQMD and
13,000 GDFs statewide will need to obtain permitsconstruct and operate, install CARB
certified equipment by a certified contractor, addmonstrate compliance with the EVR
requirements by April 1, 2009 (the end of the fgear phase-in period).

Prior to the implementation of the ORVR requirensant2005, approximately half of the GDFs
were operating balance vapor recovery systemshandther half were operating vacuum assist
vapor recovery systems. However, a large percentddsDF operators changed their vapor
recovery from the vacuum assist to the balanceesygtrimarily due to the lower cost of ORVR
compatibility. As a result, approximately 3,00Qare GDFs now operate the balance vapor
recovery system representing approximately 90 perckthe total retail GDFs in the AQMD.
The number of the GDFs that operate vacuum asgsseras is approximately 400 facilities,
which represent approximately 10 percent of thal t6DFs in the AQMD.
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To date, two EVR Phase Il systems are CARB cedtifidhe Franklin Fueling System (FFS),
also known as Healy, and the Vapor Systems TecggdMST) for use with the vacuum assist
and the balance vapor recovery systems, respectivether EVR Phase Il systems are being
tested and evaluated by CARB for possible certiice Both FFS and VST systems
manufacturers have stated that they will be ablmeet the equipment demand; however, there
is a potential shortage of certified installatiordaertified testing contractors if the majority of
GDF operators do not take appropriate steps imalyimanner to purchase, install and test their
EVR systems to comply with state law and wait uti@ April 1, 2009 deadline approaches.

AFFECTED INDUSTRY

There are approximately 3,300 retail GDFs, 1,200-m&tail GDFs (with underground storage
tanks) and 500 non-retail GDFs (with above groutwdage tanks) in the AQMD, dispensing
about 7 billion gallons of gasoline annually. Natail GDFs or consumer accounts are located
in many business with motor pools, car dealersagriculture operations, and governmental
facilities. Over 95 percent of the throughput ienfr the retail GDFs. Currently, the EVR
regulations only apply to GDFs with undergroundrage tanks (USTs). AQMD records
indicate that all retail GDFs and approximatelyp&cent of the non-retail GDFs are equipped
with USTs.

Table 1 and Table 2 lists the number and percerdfgetail and non-retail GDFs and gasoline
throughput by county, respectively, based on the#®and CARB Emissions Inventory.

Table 1
Distribution of Retail Gasoline Dispensing Faciliti es in AQMD
County # of RetailGDFs % of RetailGDFs | Annual Throughput % of throughput
(K gallons)
Los Angeles 2046 62 3,990,000 60
Orange 561 17 1,263,500 19
Riverside 396 12 798,000 12
San Bernardino 297 9 598,000 9
TOTAL 3,300 100 6,649,500 100

Table 3 illustrates the number and the percentdgéls that operate the balance and the
vacuum assist systems in the AQMD.
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Table 2
Distribution of Non-Retail Gasoline Dispensing Faci lities in AQMD
County # of Non-Retall % of Non-Retail | Annual Throughput | % of throughput
GDFs GDFs (K gallons)
Los Angeles 744 62 300,000 60
Orange 204 17 95,000 19
Riverside 144 12 60,000 12
San Bernarding 108 9 45,000 9
TOTAL 1,200 100 500,000 100
Table 3

Number and Percentage of GDFs with the Balance and

the Vacuum Assist

Systems in the AQMD (Equipped with Underground Stor

age Tank)

VAPOR RECOVERY SYSTEM

TYPE OF GDFs

Balance System

Vacuum Assist System

Retail 2,900 400
Non-Retail 1,200
Total/Percentage 4,100 (91%) 400 (9%)
PROPOSED AMENDMENTS

The proposed amendments seek to assure the imghioanof Phase Il EVR systems on or
before CARB deadline of April 1, 2009. The propbsenendments include the following:

1. Compliance Plan or AQMD Permit stating the incretrarprogress for implementation
of CARB Phase Il EVR due on September 1, 2008, acioler 1, 2008, respectively, for

GDFs yet to be upgraded.

2. Delay implementation of EVR for the dispensing 8bEuntil April 1, 2012.

3. Contractors’ certifications which include both thenufacturers and the International
Code Council (ICC) certifications.

4. Re-training and disqualifying testers that contityuaiolate testing procedures.

5. Require successful performance tests prior to dispg gasoline into motor vehicles.

6. Provide more flexible test schedules to be witlia same months in a year, not the
specific day within that month.

7. Clarify rule language and removal of past due dates

Proposed Amended Rule 461
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Compliance Plan/Permit for Implementation of CARB Certified Phase Il EVR Systems

Approximately 4,500 GDFs in the AQMD and 13,000 GDdtatewide will need to upgrade to
EVR Phase Il vapor recovery by April 1, 2009. GD#hin the basin must get a permit to
construct and operate from the AQMD, as well agioéppropriate governmental agencies (such
as City Planning Department and Fire Departmemtfporie starting construction or modification
of the facility, install CARB certified equipmentyba certified contractor, and demonstrate
compliance with the EVR requirements through penamce testing, again all by April 1, 2009.
Only contractors/installers who are certified baty the equipment manufacturer and by the
International Code Council (ICC) as approved vapopvery installers (test available in the next
few months) are allowed to perform system instaltet and repairs. The large numbers of GDF
owners/operators applying for permits will put anusually high demand on the certified
contractors/installers, and performance testinguees to demonstrate compliance; both in the
AQMD and statewide. Due to fixed, limited resow,c8 DFs must plan for extra time to comply
and start the process as soon as possible.

Staff proposes the requirement of a compliance ptater Rule 461 to ensure compliance with
state law that GDFs operate CARB certified Pha&/R equipment on or before April 1, 2009,
based on all of the industry and regulatory hurg@leviously stated. The owner/operator of any
existing GDF that has not demonstrated complianite @ARB certified Phase Il EVR on or
before October 1, 200%s required to submit a compliance plan and assocfatesi by October

1, 2008. The objective of the compliance plaroisitge GDF operators to plan out the upgrade
process and outline the increments of progresshafs® Il EVR implementation to ensure
compliance with the CARB deadline of April 1, 2009he compliance plan shall include at a
minimum the following milestones:

Permit Applications

Submit complete applications for permit to constrand operate CARB certified
Phase Il EVR systems. The required applicationkide AQMD applications forms
including Form 400-a, 400-E-11 and 400-CEQA, arfteo@applications required to
obtain permits form the local city/county planniagd building divisions, the fire
department or the Certified Unified Program Ageac(€UPA). The required
applications shall be submitted at least two moptite to the equipment installation
to allow for permit reviews.

. Place Purchase Order

Place purchase orders of CARB certified Phase IIREWithin seven days of
receiving AQMD permits. This will allow for timelgquipment deliveries.

. Installation Contract

Sign installation contracts with a certified coeta at least one month prior to the
equipment installation date. The installation agnent shall specify the schedule for
construction and installation of certified Phas&WR equipment, that the contractor
meets all qualifications for installation of theuggment, and a completion date of no
later than April 1, 2009. This will confirm the mivactor availability.
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V. Testing Contract

Sign testing contracts for the Phase Il EVR systemwverify compliance with the
applicable executive order requirements at least month prior to the equipment
installation. The testing contract shall specligttthe tester meets all qualifications
for conducting the tests, and specify a testingmetion date. This will confirm the
tester availability.

V. Equipment Installation Date
The date by which the Phase Il EVR system willristalled.
VI. Equipment Testing

The objective of testing the Phase Il EVR systenpiserify compliance with the
applicable CARB Executive Orders requirements.

VIl. Declaration

Declare that owner/operator understands that a Gidfot be allowed to dispense
gasoline without a certified Phase Il EVR systemaad after April 1, 2009. Such
declaration does not preclude the owner/operaiitgito seek administrative relief
under Regulation V- Procedure before the Hearingré&o

PAR 461 states that the Executive Officer shallapyrove the compliance plan unless the plan
shows that the installation and testing of compé@CARB certified Phase Il EVR can be
reasonably expected on or before April 1, 2009, #mat the owner/operator submits the
declaration regarding the operation of the GDF orafter April 1, 2009, without a CARB
certified Phase Il EVR system that has been irestadind tested demonstrating compliance with
state law.

In lieu of the compliance plan requirement, an owoperator may submit the required permit
applications for an AQMD permit to construct andegie stating the increment of progress
required in the compliance plan for the implemeaatabf Phase Il EVR, provided the complete
permit application is submitted by September 1,800

Staff foresees that there will be significant reseudemand if a considerable numbers of GDFs
owners/operators wait until near the April 1, 2Gf¥adline to start installation. On the other
hand, state law prohibits any air pollution didtfrom requiring an earlier installation deadline.
As a result, staff is proposing that GDFs ownemyafors start construction no later than March
1, 2009, and start testing no later than March Z)9, under the compliance plan or the
conditional permit unless the owners/operatorsdsEmonstrate through signed contracts that the
upgrades can be completed on time. The declaréyothe GDF owners/operators will also
serve as a reminder for the GDF cannot lawfullypeiise gasoline into motor vehicles on or
after April 1, 2009, without the required Phas&WR upgrades.

Also, PAR 461 will state that the owners/operattr&DFs are required to maintain all records
to demonstrate compliance with the approved compdigplan. Failure to comply with dates set
forth in an approval compliance plan constitutesoation of this rule.
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E85 EVR Implementation

Staff proposes to delay the implementation of thi&Eequirements for the dispensing of E85 to
April 1, 2012. This should allow for the developmand CARB certification of EVR systems
for E85.

Contractors Certifications

The proposed amendments [subparagraphs (c)(3)&gire that all contractors installing,
modifying or repairing any CARB certified Phase HVR system or components to have
successfully completed the applicable manufactaner the International Code Council (ICC)
training programs, or an equivalent state certiiocaprogram required for the replacement of
components. The requirement for obtaining releeamtification shall take effect six months
after such tests certification becomes availald®F operators and their direct employees often
replace defective nozzles, hoses and breakawaysséhees instead of hiring contractors. In
such instances, proposed subparagraph (c)(3)(Dph@sethese individuals from the proposed
subparagraph (c)(3)(C) and instead requires themcamplete and pass the applicable
manufactures training program and any other relevemning and certification programs
designed for the operators of GDF. The proposeéndment allows six months for the
operators and their employees to become certiffegl $he upcoming certification program
becomes available. Proof of the contractor cestfon shall be submitted to the owner/operator
of the GDFs prior to operation, maintained in theilfty records and become available to the
District’s staff upon request.

These proposed amendments are needed to increéseeability and ensure emissions
reductions through use of third party testers agifications, consistency through a statewide
certification process and ensuring that contrachoescertified under the latest requirements and
standards.

Disqualifying Testers that Continually Violate AQMD Rules

Rule 461 requires owner/operators of GDFs to cohdadodic performance and reverification
tests to demonstrate compliance. Depending oranineal throughput of the GDF, these tests
are required on a semiannual or annual basis.d Bie$ervations and review of test reports by
staff over the last several years has shown thaedesters have conducted tests and submitted
test results that are not compliant with testingcpdures. Some of these deficiencies are
improper use of the test method or use of outd@sidmethod(s), such as flow rate and pressure,
testers that are not certified at the time of tbst,tand/or the use of out of calibration test
equipment or not using the required test equipmén&ny of these deficiencies are associated
with the same testers on a continuing and ongoasjsb In fact, over the last 12 months,
AQMD has issued 20 notices of violation and obtdifiee orders of abatement for testers that
have had recurrent violations of Rule 461. Cutyergubparagraph (e)(3) does not include a
provision to address the testers who continue tordatisfactory work.

Inaccurate performance or reverification tests mmagult in noncompliant vapor recovery
systems operating for six or 12 months and caugafsiant excess emissions of VOC and
toxics into the atmosphere.

The potential emissions from GDF operations as sulreof inaccurate performance or
reverification tests can be estimated based ofotlmaving assumptions:
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I. The potential emissions calculation was conducitad rétail-GDFs which represent
approximately 95 percent of the total gasoline ulgigout in the AQMD’s jurisdiction.
The gasoline throughputs range from ten millionlaye per year for large capacity
GDFs, four million gallons per year for medium ceipaGDFs and 500,000 gallons per
year for small capacity GDFs.

Il. The reverification testing frequencies are semiahiior ten and 4 million gallons per
year GDFs and annual for 500,000 gallons per y&dfsG

lll. The potential emissions are calculated as the enssthat could result between
performance and reverification tests or two conBeeueverification tests and are based
on the California Air Pollution Control Officers Asciation (CAPCOA) emission factor
(17.22 pounds of VOC per 1000 gallons dispensedligas.

IV. The failure of vapor recovery systems efficiency cange between 25 and 100 percent
(complete failure).

The potential VOC emissions were calculated udmegollowing equation:

Potential VOC Emissions (tons) = Total throughpgallons) x Emission Factor (Ibs/1,000
gallons) x Test Frequency* x Percentage of VaparoRery Efficiency failure x 1/2000 (pounds
per ton)

* 1 for annual and %2 for semiannual test frequency

For example, the potential VOC emission for a GOthwa 10 million gallons throughput and
100 percent failure of the vapor recovery systeifigieficy can be calculated as follows:

Potential VOC Emissions = 10x2& 17.22/1000 x % x 1 x 1/2000 = 43.05 tons peodths

The potential VOC emissions from GDFs as a redulhaccurate performance or reverification
test are shown in Table 4.

To minimize potential excess VOC emissions, stafppses to add the following requirements
for performance and reverification testers:

I. Successful completion of the AQMD’ Orientation Gaand the International Code
Council (ICC) tester certification or equivalenatst certification during the previous
twenty four (24) months;

[I. Within any six months, if a tester receives twoices of violation for failure to
conduct performance or reverification tests in agance with applicable CARB
testing procedure as specified in subparagraplB)(8), the tester shall cease
conducting performance and reverification testeraftéceiving the second notice of
violation until such time the tester successfullycompletes the AQMD’s Testers
Orientation class; and

lll.  Within any 12 months, the tester shall not have rog@ted more than three violation
for failure to conduct performance or reverificatidests in accordance with
applicable CARB testing procedures as specifiegubparagraph (e)(3)(A). Any
tester who has been proved to have violated founare times with a 12 month
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period is one that has demonstrated his inabiitgadhere to testing procedures and
therefore should not be allowed to conduct any nests at GDFs.

Table 4

Potential VOC Emissions form GDFs
Caused by Inaccurate Performance or Reverification Tests

% of Vapor Potential VOC Emission* (tons)
Rf;i?‘lfey 10 Million Gal./yr. GDF | 4 Million Gal./yr. GDF | 500,000 Gal./yr. GDF
25 11.76 4.31 1.08
50 2153 8.61 215
75 32.29 12.92 3.23
100 43.05 17.22 431

*For GDFs with annual throughput of ten and fourllilons gallons per year which require semiannudtiteg, the
potential VOC emissions are calculated for six mentFor GDFs with 500,000 gallons per year thropghwhich
require annual testing, the potential VOC emissiarescalculated forl2 months.

Performance Test

Currently, subparagraph (e)(1) requires owner/dpeia a new or altered GDF to conduct and
successfully pass the performance tests requireithdapplicable CARB Executive Order and
AQMD permits within 30 calendar days after theialitoperation. Staff field observations
revealed that in many cases owners/operators of aresltered GDFs conduct the applicable
performance tests immediately after the instaltdéitteration and prior to full operation.
However, since the current rule allows owner/opesaB0 days to test, some tests are conducted
on the 30th day. Many of these tests have indicatpiipment failures. There is an air quality
benefit to test and verify the compliance of thevfsdtered vapor recovery system prior to
operation to assure the integrity of the vapor vecp system and compliance with the applicable
requirements. Potentially, a GDF may operate afation of the rule requirements for up to 30
days.

Compliance data collected by AQMD indicate tha2@®6, one year after the CARB EVR Phase
| requirement was put in place, there were 16 metiof violation issued for GDFs failing to

demonstrate compliance with Rule 461 based on theiformance test(s). Therefore, staff
proposes an amendment to require owner/operatar éw or altered GDF to conduct and
successfully pass the applicable performance tests to dispensing gasoline into motor

vehicles.

The proposed amendments allow the owner/operat@a éw or altered GDF that failed the
performance test to isolate (tagged out of sentive)defective vapor recovery component(s) and
operate the compliant components, providing thatdéfective vapor recovery component will
not compromise the integrity of the vapor recov@rgtem of the GDF.
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Flexibility in Reverification Test Schedules

Presently, clauses (e)(2)(B)(i) and (ii) requirenans/operators of GDFs to conduct semiannual
or annual reverification tests based on their maxmmonthly throughput. The current rule
language set the reverification test schedule &pecific date. However, many testers and
owners/operators of GDFs found that meeting thacifip test day was troublesome and
impractical. To address these concerns, the gtaffoses that a more flexible reverification test
schedule set on a specific month (not day) of #sing. All GDFs shall conduct the
reverification tests after six or twelve monthstbé initial performance test based on their
maximum monthly throughput. The tests shall bedooted within the six or 12 month period
specified, but shall not go beyond the schedulesivarsary month established. Failure to
conduct the reverification test on the preset sagleedill represent a violation of this rule but
will not alter or change the schedule.

The following is an example of the testing schedufeler the proposed amendment. An
operator of a new GDF conducts and passes itsrpafae test on January 15, 2008. Since this
is a new facility and there is no operating recohe, proposed amendment will require a semi-
annual test for this facility until such time it taklishes an annual throughput record.
Accordingly, this facility will have to conduct revification tests within the months of July 2008
and January 2009 (not necessarily July 15, 2008pm January 2009 on, the facility testing
schedule will be the month of January and July ddeet on the past annual throughput records
(whether or not the maximum monthly throughput dgrthe preceding 12 months was over
100,000 gallons). Assuming the facility conduct®eerification test in February 2009 (instead
of in January in violation of the rule requiremernhe actual test date will not alter the due date
for the next test. This proposal allows more téily in scheduling tests for GDF operators and
assures that necessary tests are not delayed doa-wmmpliance actions.

EMISSION REDUCTIONS

The current proposed amendments are to ensurantieéy timplementation of Phase Il EVR
consistent with the CARB deadline of April 1, 200#hd to ensure compliance with other
existing requirements in Rule 461. The propose@rmiments seek to maintain the emission
reduction from previous rule amendments; however,additional emission reductions are
claimed from these proposed amendments.

COST ANALYSIS

PAR 461 requires GDF owners/operators to demomesthety operate compliant EVR Phase I
vapor recovery systems by April 1, 2009. Those enwtoperators that cannot install and test
their certify Phase Il EVR systems by October 10&0will need to file a compliance plan
showing how they intend to achieve compliance whthrule requirement by April 1, 2009.

Currently in the AQMD, it is estimated that theme approximately 3,300 retail facilities and
1,200 non-retail facilities, for a total of 4,50acfiities with UST's. Of the 4,500 facilities,
approximately 1,000 have already submitted apptinatfor EVR Phase Il. Assuming that 60
percent of the remaining 3,500 facilities (2,10@ilfaes) will have certified Phase Il EVR
systems installed and in compliance by Octobel008240 percent or 1,400 facilities will have
to file a compliance plan with the AQMD. AccorditgRule 306 — Plan Fees, amended May 4,
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2007, an owner/operator will have to pay a plaimdilfee of $107.88 and an evaluation fee of
$377.57, for a total of $485.45. Since these plaitisessentially be an outline of milestones
showing progress towards meeting compliance, dtadt not anticipate any additional time and
materials charges for the approval of the plans.

Therefore, based on the aforementioned assumptizsas$otal costs incurred by the facilities not
able to meet the October 1, 2008 deadline willTmal Cost ($) = 1,400 facilities x $485.45 =
$679,630.

INCREMENTAL COST- EFFECTIVENESS ANAYLSIS

Under Health and Safety Code Section 840920.6, AQMD is required to perform an
incremental cost analysis when adopting a Best |Abk Retrofit Control Technology
(BARCT) rule or feasible measure required by thdéf@aia Clean Air Act. To perform this
analysis, the AQMD must (1) identify one or morenttol options achieving the emission
reduction objectives for the proposed rule, (2edaine the cost effectiveness for each option,
and (3) calculate the incremental cost effectiverfes each option. To determine incremental
costs, the AQMD must “calculate the differencehr tollar costs divided by the difference in
the emission reduction potentials between eachressiyely more stringent potential control
option as compared to the next less expensive aootion.” Proposed amendments to Rule
461 ensure implementation of state law requirent@nthich there are no alternative. Further,
the proposed amendments do not result in additi@malssion reductions and as such
incremental cost-effectiveness is not applicable.

CALIFORNIA ENVIRONMENTAL QUALITY ACT (CEQA)

Pursuant to the California Environmental Qualityt ACEQA) and AQMD Rule 110, an
Environmental Assessment (EA) is being preparegfoposed amended Rule 461 and will be
circulated for review. Responses to any commentghe Draft EA during the public hearing
and review and comment period will be preparedwiticbe incorporated into the EA.

SOCIOECONOMIC ANALYSIS

The proposed amendments to Rule 461 require theerdoperator of any existing GDF that
cannot complete installation and testing of its ¥8¢h#dd EVR by October 1, 2008 submit a
compliance plan to identify increments of progréssard Phase Il EVR implementation by
April 1, 2009. _GDF owner/operators include thasdhe business of retail gasoline sales, and
companies that maintain facilities that refuel theiotor vehicle fleets such as rental car
companies, public agencies, public and privatetiesl and various commercial and industrial
operators. No emission reductions are expected from theqweg amendments. However, the
amendments are necessary to ensure the emissigctioed from previous rule amendments are
achieved and those emission reductions are negdssaiitain the ambient air quality standards.

Out of the 4,500 GDFs facilities in the Districppaoximately 1,000 have already submitted
applications for EVR Phase Il. Based on the sta#Stimate, 60 percent of the remaining 3,500
facilities (2,100 facilities) are expected to costplinstallation and testing of their PhaseWVIR

by October 1, 2008. As a result, the remainingQ,facilities (40%) will have to file a
compliance plan with the AQMD. According to curr®&®ule 306-Plan Fees, an owner/operator
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will have to pay a one-time plan filing fee of $183 and another one-time evaluation fee of
$377.57 for a total of $485.45. Since these plaitissssentially be an outline showing progress
toward meeting compliance, staff does not antieiaty additional time and materials charges
for the approval of the plans. Based on the alamseimptions, the total one-time cost of the
proposed amendments is estimated at $679,630 (1a4Difies times $485.45). These costs are
not expected to have any impact on employment Badetonomy. Since Phase Il EVR is
required by state law, there is no alternative. weleer, if this proposal is not adopted, it is
expected that a number of GDF owner/operators matl meet the required deadline and will
seek variance relief from the AQMD Hearing Boardihe cost of a variance is significantly
higher than that of the plan. The variance filiag would be $1,302.11 and the minimum excess
emissions fee would be $159.11 per day of non-ciamgé for each GDF owner/operator
seeking and granted a variance.

COMPARATIVE ANALYSIS

California Health and Safety Code Section 4072&ciires the comparative analysis with any
federal or other AQMD rules that apply to the sagaipment or source type as the proposed
amendments. There are no other AQMD rules thdydpmasoline transfer and dispensing
operations. There are no federal Phase Il vapavezy requirements for GDFs. The federal
program is to recover the vapors from motor vehiigédling through ORVR.

COMMENTS AND RESPONSES

The following is the staff responses to the publiecnments received during PAR 461 Public
Workshop held on January 29, 2008 and the subsetheecomment period ending February 6,
2008.

Comment 1

We have serious concerns with the hurried timetétnehe amending the rule. As currently
proposed, the amendments will go from initial poéfion (January 17, 2008) to final adoption
(March 7, 2008) in only seven weeks. While we gggpe that stakeholders always have general
access to AQMD staff, the only official opportunity public input was the Public Workshop on
January 29th, less than two weeks after the prabessendments were released. These
proposed amendments will have a major impact on GWRer/operators - they are not merely
"administrative" changes; therefore, the opporturidr significant input from the regulated
community is warranted. We respectfully requeat this rulemaking be delayed for a least one
month in order to allow for that discussion withkstholders.

Response 1

The objectives of the proposed amendments aresirenhe timely implementation of Phase |l
EVR on or before April 1, 2009, as required byestaiv, provide flexible testing schedules and
improve enforceability and clarity of the rule larage. There are no additional emission
reduction requirements associated with the propo&thff acknowledges the rulemaking for
PAR 461 is on a fast track, but is necessary tadabve potential of significant noncompliance in
April 2009. Although the past is not always andab® indicator of the future, GDFs did not
comply with the state mandated underground stortay@k removal and replacement
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requirements in the 1990’s and the deadline fosh&VR implementation in 2005. It is staff
intention, through Phase Il EVR implementation isgments in PAR 461, to require GDF
owner/operators to take substantive steps to comwily the April 1, 2009 requirements, to
avoid a repeat of the AQMD Hearing Board experienith the previously mentioned programs
and the associated excess emissions affectingntihustry. A delay in bringing PAR 461 to the
Governing Board would only reduce the time GDFsdnieetake the necessary steps to comply
by April 2009. Based on input at and subsequettégoublic workshop, staff has modified its
proposal to address the industry’s concerns, wisdtiscussed in the following comments and

responses.

Comment 2

The proposed requirement for a GDF to demonst@atgbtiance with EVR standards or submit a
compliance plan, by October 1, 2008, is unworkabM& have several concerns with the
AQMD's basic approach to the requirement for a d@mpe plan. Rather than providing a
positive incentive for GDF owner/operators to copnwith EVR requirements in a timely and
efficient manner, the proposed approach would simmppose a disincentive for not having done
so _six_months before the state's statutory EVR € hladeadline. We do not believe that this
approach is an effective way to motivate owner/afmes to implement EVR requirements in an
orderly manner _and that even a well-intentioned enaperator, acting in_good faith, will be
held responsible for each and every aspect of Wie Epgrade process even if circumstances
beyond their control prevent them from achievinmpbance.

Response 2
The intent of the proposed amendments is not t@l@eEnowners/operators of GDFs that are

making good faith efforts and progress to implentéimdse Il EVR on or before April 1, 2009,
but rather to ensure their compliance by the stateindated date.

In an effort to acknowledge that the timely actiaken is good, staff has amended its proposal to
add subdivision (j) that exempts owner/operatosd Have applied for a permit to comply with
Phase Il EVR under a pre-specified schedule poidném having to submit a compliance plan.

To date, only a small fraction of GDFs have takenosis steps toward installing their Phase I
EVR upgrades. Given the complexity and time demsaoidthis permitting and contracting
process, it will be very difficult, at best, forealmemaining GDF universe to make its deadlines
unless they initiate a well thought planning aneaetion to install these upgrades right away.
For example, GDFs must get a permit to construdtaperate from the AQMD, as well as other
appropriate governmental agencies (such as Citgnitlg Department and Fire Department),
before starting construction or modification of faeility, install CARB certified equipment by a
certified contractor, and demonstrate compliancgh wihe EVR requirements through
performance testing, again all by April 1, 2009.nlyOcontractors/installers who are certified
both by the equipment manufacturer and by the natasnal Code Council (ICC) as approved
vapor recovery installers (test available in th&trfew months) are allowed to perform system
installations and repairs. The large humbers oF@Wners/operators applying for permits will
put an unusually high demand on the certified @mttrrs/installers, and performance testing
resources to demonstrate compliance; both in th#MB@nd statewide. Due to fixed, limited
resources, GDFs must plan for extra time to conaplg start the process as soon as possible.
Based on staff's analysis, field experience andlipulestimony at the public workshop, the
practical minimum time required for the implemerttatof Phase Il EVR starting from the
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applications submittal to the installation anditesis approximately six months. Both permits
and plans can be modified. However, the requestcHanges must continue to demonstrate
compliance with the April 1, 2009 date.

Comment 3

Requiring a compliance plan by October 1, 2008 nsinths prior to the regulatory deadline is a
good tool to prompt the requlated community to glagir EVR projects in advance. However, it
inserts an almost arbitrary compliance deadlin@dwance of the actual April 1, 2009 deadline,
and requires interim deadlines for specific taskish default deadlines/dates, if the applicant
does not provide dates for each task. Defaulement of progress dates should be provided as
examples or suggestions, not hard dates to bepoced into plans, since the dates and
timeframes may not be applicable to all facilitie§here was also discussion at the public
workshop of the issuance of NOVs for missed intedendlines. We propose that the
compliance plan be made optional and not mandadmy that the AQMD utilize it as a positive
incentive to assist affected facilities to comenigbmpliance. For those facilities that wish to
utilize this option, AQMD could charge a fee fos@sance in assembling and/or reviewing their

plans.

Response 3
As stated in Response 2, staff has determinedthleapractical minimum time required for the

implementation of Phase Il EVR starting from thampling stages, applications submittal to the
equipment purchase, installation and testing is@pmately six months. To comply on or
before April 1, 2009, staff has determined that Gid¥her/operators must start the process no
later than October 1, 2008. The compliance plag mag mandatory, but only required of those
GDFs that did not comply with the Phase Il EVR dtds by October 1, 2008. However, based
on _comments received at the public workshop, staf revised PAR 461 by adding an
alternative to the compliance demonstration andpdiamce plan options of October 1, 2008;
GDF owner/operators can submit a complete apprevpbtmit application by September 1,
2008.

Staff believes that GDF owner/operators who delagirtsubstantive planning until October 1,
2008, need to spell out specific increment of peegrdeadlines for each specific task, only if the
applicant does not provide dates for each taskdéaionstrate a high level of success to comply
with the April 1, 2009 Phase Il EVR compliance dat8taff also believes GDFs that delay
proper early planning and choose the compliance plation must be even more diligent in
meeting interim deadlines since by that time, aghkayb could result in a GDF failing to comply
with the Phase |l EVR standards by April 1, 200Bherefore, the compliance plan must be an
enforceable document with increments of progressngure a high level of success in meeting
the April 1, 2009 deadline. For extenuating cirstences, GDF owner/operators can seek
administrative relief from the Hearing Board, pwstto Requlation V — Procedure Before the
Hearing Board.

Comment 4

The AQMD states in the preliminary draft staff reqphat they have the authority to amend Rule
461 and that the proposed amendments to Rule 46tomsistent with other requlations. The
AOMD acknowledges that state law prohibits an astritt from adopting more stringent
regulations than those in State law. The AQOMDutppsal for compliance plans is a punitive
measure that can be avoided only by demonstratnaptance by October 2008 - six months
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earlier that the deadline in ARB requlations. Tlistadline is more stringent than state
requlations and the accelerated compliance deadlirsd odds with the state's April 1, 2009
deadline.

Response 4
Staff disagrees. As staff has stated in the s&adfbrt and in previous responses to comments,

timely planning and implementation is needed tousnsompliance with the state mandated
Phase Il EVR compliance date of April 1, 2009. Ebenpliance plan is simply a demonstration
that the GDF owner/operator can meet the AprildQ@deadline. Nothing in the compliance
plan requires an earlier compliance date. In nespdo the comments received, staff has revised
PAR 461 by adding an alternative to the compliash@monstration and compliance plan options
of October 1, 2008; GDF owner/operators acting aodjy faith and that have submitted a
complete approvable permit application by Septenihét008 that demonstrates the GDF will
comply with the state's April 1, 2009 deadline neetisubmit a compliance plan.

Comment 5

We are requesting that one optional compliance mlan company, agency, or utility be

submitted, rather than a separate compliance plapdch GDF. Many of the GDFs are under
common ownership and EVR Phase Il systems aredme $or many of those GDFs, and the
information can be incorporated into a single placument. The air permit applications would
continue to be submitted by individual GDFs.

Response 5
The purpose of the compliance plan is to staterntrements of progress for the implementation

of Phase Il EVR for each individual GDF. Each sfiedocation will most likely have its own
circumstances, including but not limited to, thea& [| EVR system selected, and installation
and testing schedules, which cannot be outlinemhansingle compliance plan. The AQMD wiill
prepare a standard template compliance plan tetdSEIFs subject to the requirements of PAR
461 Phase Il EVR implementation.

Comment 6

The effective Phase Il EVR deadline to demonstratapliance with Phase || EVR by October
1, 2008, in order to avoid submitting a compliamdan, which would be imposed by the
proposed amendments, would preclude considerafioew potentially viable solutions that are
currently being evaluated by the ARB. These sy&emight be worthy of consideration by an
owner/operator.

Response 6
As stated in Response 2, PAR 461 has been rewnsatbtv owner/operators acting in good faith

that have submitted an application for a permitdostruct and operate, on or before September
1, 2008, to comply with Phase Il EVR to forego sithng a compliance plan on or before
October 1, 2008. Staff encourages and welcomesddiielopment and certification of all new
CARB certified Phase Il EVR systems. Staff agribas$ these new potential system(s) might be
worthy of consideration by a GDF owner/operatontBpermits and plans can be modified after
issuance by the AQMD, consistent with Engineerind £€ompliance Policies and Procedures
and Requlation 1ll - Fees. However, any requestschanges must continue to demonstrate
compliance with the April 1, 2009 date.
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Comment 7

A site that is in the process of implementing PhadeVR (with an approved AQMD permit)
will not likely prepare a compliance plan but mayerience a last-minute problem. Such a site
should not be found to be in violation of the regment to submit a plan. This provision will
likely cause major problems.

Response 7
A permit to construct and operate can be modifiiéer assuance by the AQMD, pursuant to
Regulation Ill — Fees, and Engineering and Compkaiolicies and Procedures regarding

permit issuance and revisions. Depending on teeip issue for delay and potential changes
to the proposed equipment, an additional permitlieggpn and fees may be required.

Alternatively, administrative relief pursuant to dRéation V — Procedure Before the Hearing
Board may be sought to allow additional time toohes any last minute problems. However,

any requests for changes must continue to demémsiwanpliance with the April 1, 2009 date.

Comment 8

Paragraph (i)(4) gives an applicant the right tphafor a modification of terms/conditions of a
compliance plan for Phase Il EVR; it should alsovimte for a change of equipment. It should
be clarified that the owner/operator may use perrtcontracts to demonstrate that the revised
plan will still meet compliance requirements.

Response 8
Regarding the change of equipment, please refeRdeponse 7. Staff agrees that the

owner/operator may use permits or contracts to desinate that the revised plan will still meet
compliance requirements, and reflected this ingrazh (i)(4).

Comment 9

There is no allowance for an owner/operator whotsvém cease operations as of April 1, 2009,
and then later reconstruct an existing site. Téieyld not be required to submit either permit
applications or a compliance plan. If these sitescandidates for reconstruction after April 1,
2009, they would submit permit applications at tirae.

Response 9
GDF owner/operators who will permanently cease aipmrs before April 1, 2009, are required

to submit a compliance plan on or before OctobeP)8. The plan will require the GDF
owner/operator to irrevocably surrender their pémmioperate on or before April 1, 2009 and
declare their knowledge that it is a violation bfstrule to dispense gasoline after that date.
Once a permit to operate is surrendered, any negatpn at that location will require a new
application for permit to construct and operate anlll need to comply with all applicable
AOMD Rules and Regulations, including but no linditeo Requlation XIIll - New Source
Review and Reqgulation XIV - New Source Review faxits, as a new start-up facility. Staff
has revised PAR 461 to waive the compliance plas fer this specific situation.

Comment 10

Mention is made of other governmental agenciesrthest review applications and issue permits
for Phase Il EVR upgradesSubparagraph (i)(1)(A) suggests that permit appbces to the
AQMD and other regulatory agencies must be subtsieultaneously. This is not generally
done because some local agencies want to see tMDAS2rmit to construct as proof that an
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alteration is related to air quality requirements.needs to be recognized that, because these
other agencies are involved in the permit apprgvatess, there can be considerable delays in
obtaining permits to construct. It is suggestedhi@ proposed rule amendments that a two-
month time frame be allowed for permit acquisitidhneeds to be understood that permits must
be obtained from other agencies as well and tleaetban be considerable delays in obtaining
permits to construct. Lastly, the ordering of @muent should be pegged to the receipt of all
necessary permits.

Response 10
PAR 461 does not require applications to be sukoh#imultaneously. It requires the applicant

to specify the latest date by which all necessaplieations are submitted to the appropriate
regulatory agencies and adequate time ahead diigdlaronstruction to afford agencies adequate
time for evaluation and approval. Staff has caeth@nd requested some local fire agencies and
Certified Uniform Program Agency (CUPA) to requpeoof of application submittal to AQMD
and not necessarily the approved AOMD permit. Maomttacted agencies have responded
positively to such request. Staff will continuewimrk with local agencies to obtain a similar
agreement. Additionally, staff acknowledges tlmt &cquisition of permit from local agencies
may take at least two months; GDF owner/operateesiio plan accordingly. However, in view
of multi-agency permit approvals, staff has revisgaragraph (i)(2) to state that GDF
owner/operators shall incorporate into their coampdie plan or permit application an Phase Il
EVR equipment order (purchase) date of “within ysdaf receiving all required permits.”

Comment 11

Paragraph (i)(3) establishes the need for the AQMBrake a subjective decision regarding the
"reasonable expectation"” of meeting the Phase IREmpliance date of April 1, 2009.
Language regarding the certification should beifebakto reflect the AQMD's true intent.

Response 11
The term “reasonably expected,” as stated in papmii)(3), allows GDF owner/operators

flexibility in achieving compliance with the Phad&VR on or before the state deadline of April
1, 2009. Subparagraph (i)(2) establishes the mimntimeframes or the latest date for the
application submittal, equipment purchase, cordgraitinings, installation, and performance
testing that the AQOMD would consider reasonable.

Comment 12

The AQMD's proposal for a signed declaration froenspns submitting a compliance plan could
be deemed a waiver of one's rights under statetalhVAQMD rules. Subparagraph (i)(1)(G) and
paragraphs (i)(3) and (i)(4) require an owner/oereo sign a statement to the effect that the
GDF will not be allowed to operate after April D@, unless a certified Phase 11 EVR system
has been installed and tested. We appreciate énealv clarification offered at the Public
Workshop that these signed statements or certdimstwould not be deemed a waiver of one's
right to seek a variance. However, we believe tiraianguage of these sections of the proposed
rule should be revised to reflect the AQMD's stateent.

Response 12
Staff has added a clarification to the final staffort stating “Such declaration does not preclude

the owner/operator right to seek administrativiefeinder Reqgulation V- Procedure Before the
Hearing Board.” However, the Hearing Board is em@d to decide each case based on its
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own merits. Nothing in this Rule is intended taili their power or bind them to any specific
ruling.

Comment 13

The signed declaration at the end of each commigen would not be necessary, if the plans
are made optional. The requirement to discontinse of GDF’'s without EVR Phase |l is
understood to be part of the requlation and oukretorts, not part of the compliance plan.
There is also the concern that signing the deataratould waive any rights to go before the
Hearing Board for a variance at a future date.

Response 13
As stated in Response 2, PAR 461 has been revasadlitide the option to submit an application

for a permit to construct and operate, on or befgptember 1, 2008, or submit a compliance
plan on or before October 1, 2008. However, bl permit application option and the

compliance plan option require that the GDF ownmfator declare that owner/operator to sign
a statement (for a compliance plan) or a permitidam (as part of the permit application) to the

effect that the GDF will not be allowed to operatier April 1, 2009, unless a certified Phase I
EVR system has been installed and tested. Thasgigh a declaration or acceptance of a permit
condition does not preclude the owner/operator tsigio seek administrative relief under

Regulation V- Procedure Before the Hearing Bodtldwever, the Hearing Board is empowered
to decide each case based on its own merits. iNpthithis Rule is intended to limit their power

or bind them to any specific ruling.

Comment 14

The description in the staff report of compliané@npmilestone requirements appears to be more
stringent than the rule language. For exampletfHferPermit Applications milestone, the staff
report says to submit complete packages of requipgdications from multiple agencies, while
the rule in Section (i)(1) asks for a date by whmbmplete application packages will be
submitted by the owner/operator to each agency

Response 14
Staff disagrees. Both the proposed amendmentdamdpiage and the draft staff report require

owners/operators of GDFs to submit complete apipdica package for permit to construct and
operate of CARB certified Phase Il EVR to the AQMBd other local city/county planning and
building divisions, the fire department or the @extl United Program Agencies (CUPA). PAR
461 allows GDF owner/operators to select datesdch milestone. However, PAR does list “no
later than dates” which staff believes are the thde to ensure compliance with the April 1,
2009 state mandated date to comply with the PHd&S¢R requirements.

Comment 15

Remove the requirement to sign installation com$ramd testing contracts at least one month
before equipment installation. If the installeddester can perform these tasks earlier than one
month after contract signing, why make them wait?

Response 15
PAR 461 allows GDF owner/operators to select ditesach milestone. However, PAR does

list “no later than dates” which staff believes dine last date to ensure compliance with the
April 1, 2009 state mandated date to comply with hase |l EVR requirements. If a task is

Proposed Amended Rule 461 20 February 21, 2008




Final Staff Report

completed early, it is certainly meeting the “ndeta date and is compliant with the plan.
Therefore, PAR 461 does not require installers wsflers to wait or delay the progress in
complying with the Phase Il EVR requirements.

Comment 16

A failure to comply with the dates in a compliargian is a violation of the rule. A failure to
comply with an interim date while fully complyingitww the Phase Il EVR requirements by April
1, 2009, has no negative air quality implicationsl @oes not warrant an NOV. There are so
many factors that are beyond the control of an ol@perator that a less onerous, more
supportive approach is warranted.

Response 16
Paragraphs (i)(1), (2) and (4) allows owners/opesabf GDFs to choose their compliance dates,

provides example of the compliance dates and pdhaimodification of the compliance dates,
respectively, which minimize or eliminate any charfor a violation of the compliance plan
requirements. On the other hand, a failure to dgmjih a date could lead to failure to comply
with the Phase |l EVR implementation on April 1,020 which has negative air quality

implications.

Comment 17

In the preliminary draft staff report, the AQMD hfasled to consider the total cost of preparing
and submitting a compliance plan. In additionh® $tandard fees for plan submission, the GDF
owner/operator will have to devote time and resesife.q., potentially hiring a contractor or

consultant).

Response 17
The AOMD will design a streamlined Phase Il EVR @hiance plan template outlining the

increments of progress, such as the applicatiommitdd date, equipment purchase date,
installation and testing dates. In addition, steff be available to assist GDF owners/operators,
as appropriate. The compliance plan option witlreguire any additional steps or tasks (except
for completing a compliance plan application formdaa streamlined template form) over and
above those that the GDF owner/operator would neembmplete in order to comply with the
Phase Il EVR state mandate. The need to hire suttant or contractaolely for the purpose of
completing AQMD compliance plan forms is not watezh

Comment 18
The preliminary draft staff report stated that thkjective of the proposed amendments,
including the potential compliance plan, is to "eitfdGDF operators to plan the EVR upgrade
process. We submit that a more effective, and rposétive, approach for promoting the orderly
implementation of EVR requirements would be toitogt a phased approach that begins with an
actual incentive (i.e., "a carrot”, as the AQMD pasviously described). Those owner/operators
who, for whatever reason, choose not to take adgenodf the incentive, would be faced with
increasingly less attractive alternatives (i-e.stlak™) - which should be further reason for them
to take advantage of the incentive for timely pérapplication and implementation of the
necessary upgrades. Our specific_suggestions diegagn overall approach for a smooth
transition to the April 1, 2009 compliance deadlame as follows:
1. Provide an incentive - in the form of a rebafeaosubstantial portion of the permit
application fees for GDFs that submit applicatioesnveen April 1, 2008 and October 1,
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2008. The rebate would be contingent upon thdithagichieving full compliance in a
timely manner. To provide equitable treatment facilities already having permit
applications on file, they would be given a creddainst future fees (e.q., permit

renewal).

2. Require that owner/operators who file permitl@ations on or after October 1, 2008,
also _submit a statement which includes the incrésned progress and proposed
milestones that would demonstrate compliance byil Abr 2009 together with the
associated normal AQMD permitting fees.

Response 18
The proposed amendments provide an incentive to @ter/operators who will complete the

implementation of Phase Il EVR on or before Octdhe2008; those GDFs that comply with the
Phase Il EVR requirements by that date do not haveubmit a compliance plan and the
associated fees. Staff further modified its ihipeoposal to add an incentive to act early and
submit a complete permit application that demohstraompliance by April 1, 2009

It has been suggested that the AQMD provided firrhmecentive for early compliance, by the
AQMD refunding a substantial portion of the peraiplication fees for demonstration of early
compliance or apply the fee reduction as a credifuture permit fee renewals. The total permit
processing fee is less than two percent of thallest cost of a Phase || EVR system and staff
believes this may not be a significant financialeintive to motivate early compliance. On the
other hand, if a large number of GDF owner/opemtake advantage of this incentive, as
suggested, the impact on the AQMD revenues coulfilbmillion to $3 million depending on
the number of GDFs seeking the rebate or creditthadercentage of the fee reduced. As a
primarily fee-based organization, the AQMD woulkely need to increase rates to other fee
payers to recover the revenue shortfall. Thereldvba some concern how to make the required
findings that such a fee rate increase would bessxy and equitable. For these reasons, staff
does not recommend a fee rebate or credit for dstraiion of early compliance.

Comment 19

The AQMD needs to provide for some permitting flekiy with regard to both modifications to
milestone dates and potential changes in equipselattion as owner operators move toward
compliance by April 1, 2009. Paragraph (i)(4) led proposed amended rule seems to provide an
allowance for an owner/operator to modify the ntides dates contained in a compliance plan.
We believe that this type of flexibility is necesgsaappropriate, and helpful. However, the
provision for flexibility needs to be broadenedtip respects: First, the concept of flexibility
regarding milestone dates also needs to applyegémmit process outside of the context of a
compliance plan. Second, there needs to be parqifiexibility regarding equipment
substitution.

Response 19
The compliance plan does not carry any detailseofnitted equipment. So changes to planned

equipment will not affect the validity of the conaice plan so long as the schedule remains
achievable. However, a change of the plan willneeessary if the schedule is impacted

negatively.

A permit to construct and operate can be modifittdr assuance by the AOMD, pursuant to
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Regulation Ill — Fees, and Engineering and Compkaiolicies and Procedures regarding
permit issuance and revisions. Depending on teeip issue for delay and potential changes
to the proposed equipment, an additional permitlieggpn and fees may be required.
Alternatively, administrative relief pursuant to dRéation V — Procedure Before the Hearing
Board may be sought to allow additional time toohes any last minute problems. However,
any requests for changes must continue to demémsiwanpliance with the April 1, 2009 date.

Comment 20
We believe that, in its outreach efforts to affdciadustry, the AOQMD may also wish to
emphasize the high cost of seeking a variancegaldth the uncertainty that a variance would

be granted.

Response 20
It is true that GDF owners/operators that do nobhgly with the Phase Il EVR requirements and

seek administrative relief from the Hearing Boardl ywmcur additional monetary costs. In
addition, Reqgulation V — Procedure Before the HepBoard, states the process regarding the
seeking and granting of a variance; a petitioneukh not presuppose any decision of the
Hearing Board or, if granted a variance, the comalét under which a GDF may continue to
operate in noncompliance of the Phase |l EVR requénts on or after April 1, 2009.

The AOMD will continue its outreach to GDF owneigoators to regarding the state mandated
requirements of Phase Il EVR.

Comment 21

The description of the purpose of ISD in the preiany draft staff report is incorrect. ISD
systems do not monitor "vapor collection and comtegnt efficiencies". According the to ARB,
"ISD systems are designed to provide continuoustiea monitoring of critical gasoline vapor
recovery system parameters and components ..." (BRBCOA letter on ISD enforcement
policy, June 27, 2006)

Response 21
Staff has revised the draft staff report to reflbts comment.

Comment 22

We feel that it would also be appropriate to giveager recognition to the presence of a new
element to the EVR Il vapor recovery system; ISDhis new diagnostic tool should receive

positive attention in Rule 461 as it will provideet GDF owner/operator with the means of
recognizing problems with the vapor recovery system

AQMD staff has informed us that the Rule requitesissuance of a Notice of Violation (NOV)
if an AQMD inspector tests the facility and findsat it is not operating within compliance. If
the facility has an ISD system and there is a 'lytegt" indicating normal operation and the air
district finds the GDF out of compliance, we feledtt it is inappropriate to issue an NOV that
goes on the record of the facility and imposessfiag if the GDF were found to be negligent in
some way. It would seem that a Notice to Complyde a more appropriate approach to this
circumstance if the GDF owner/operator had meb#ier requirements under Rule 461. This
concern extends to situations where a GDF ownerdbmeexperiences an ISD warning or alarm
and takes appropriate steps to address such warnirajarms.
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While there may not be enough evidence regardiad3iD's capabilities to relieve some of the
Rule 461 inspection and re-verification testingtlas time, the AQMD certainly has enough
evidence that the ISD is appropriately indicatingsg failures of the vapor recovery system. We
would like to have the opportunity to further dissuthis matter with staff relative to adjusting
the Rule or obtaining a better understanding otype of NOV that may be more appropriate to
this situation.

If this issue cannot be addressed in the proposeshdments to Rule 461, we strongly suggest
that the AQMD establish an enforcement policy rdgmy ISD that is consistent with the ARB'S
intent for requiring ISD in the first place. Then& 2006 CAPCOA/ARB joint recommendation
for an ISD enforcement policy, applicable during #WRB's ISD in use evaluation, was that an
air district take enforcement action (i.e., issneN®DV) if a GDF owner operator ignores an ISD
alarm or resets the ISD system without taking apgate corrective action. We have agreed
with that recommendation. We submit that an ovapevator should be able to rely on the ISD
system to inform them of any serious non-compliandénerefore, assuming an ISD "green-
light" scenario, we believe that while a negatigsult of an air district's manual test cannot be
ignored, it is more appropriately a candidate fdladice to Comply.

Response 22
Staff recognizes the role of the ISD as a monitpramd alerting tool of the vapor recovery

system in GDFs, but not a compliance determinatoh As agreed among CARB, CAPCOA
and reqgulated entities, ISD will not be used agmpmliance tool. Accordingly, the parameters
set within ISD are much broader than the EVR rdmna. Therefore, it is inappropriate to base
any compliance determination on ISD status othan tthose already agreed upon. Staff will
continue to work on the issue of ISD "green-ligetenario and discuss within the AQMD and
with CAPCOA as part of a statewide effort.

Comment 23

We support the contractor training certificatiogugements, but are concerned that it may not
be available in the near term which will delay #tart-up and completion of projects by the 2009
deadline.

Response 23
The contractors training requirements include th@MD’s Tester Orientation Class, the

applicable manufacturers training program, and ltiternational Code Council (ICC) tester

certifications. (or equivalent state certificatipndAll these training and certifications programs
are currently available. As other appropriateniraj and certification programs are developed,
PAR 461 states that those training and the ceatifia will be required six months after such

training/certifications become available.

Comment 24

We support the proposed amendments that requirgicadd testing and certification for all
vapor recovery system contractors as well as inmgogreater accountability for test contractors
that continue to fail to follow required test prdoees. These changes will bring a better quality
of installation, maintenance, repair and testinth®EVR |l program.
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Response 24
The enhanced contractor training and certificatanwell as the proposed corrective actions for

testers with multiple violations will bring bettguality of installation, maintenance and repair of
the enhanced vapor recovery systems, and ensuvalibiy of the test results. These proposed
amendments ensure the full emission reduction bsradfthe rule.

Comment 25

Installer/contractors must pass "any relevant statéfication program, through the ICC . . .
The rule should specify that the relevant ICC &ediion test is the one for vapor recovery
system installation and maintenance contractors.

Response 25
Staff disagrees. Staff believes that it is and eghtinue to be quite apparent which certification

requirements that are applicable to each spegbie bf contractor. In addition, keeping the rule
language more general precludes the need to ameled4B1 in the future as certifications are
developed or revised; the time between the nevgeevcertifications being published and the
future amendments to Rule 461 to incorporate tiobsgges will potentially lead to confusion
and noncompliance of those contractors in the AQMD.

Comment 26

There are proposed requirements for GDF owner/abpey who replace their own hanging
hardware. Mention is made of "relevant” certifioatrequirements. It would be appropriate to
clarify that the relevant certification requirememtould be those specifically tailored for GDF
owners/operators. A certification program for G®ner/operators does not currently exist.

Response 26
See previous response. Subparagraph (c)(3)(D)recthe owners/operators of GDFs or their

direct employees to successfully obtain the apbleananufacture training and certifications
programs or _any relevant state certification protgarior to repairing any defective nozzle,
hose and breakaways with new or CARB certified perufactured components. The same
subparagraph states that the training and theficatibns requirement take effect six months
after such training/certifications become available

Comment 27

Pertaining to drive-offs; PAR 461 requires GDF siewoperators to perform reverification tests
prior to placing affected equipment back in servicEhe current rule requires reverification
testing within 24 hours of placing affected equimmback in service. Equipment has to be
placed in service in order to be tested (but itsdnet necessarily have to be in service for
customers). The proposed language should beiethatcordingly.

Response 27
Staff agrees that equipment such as breakaways thale placed in service long enough to

conduct the applicable reverification test; the Gi#ner/operator shall not dispense gasoline
until the facility has successfully passed the t&R 461 will be revised to clarify this issue.

Comment 28
We do not support the need to require testing pi@ooperation: 1) Many owner/operators
conduct the applicable performance tests immediatitér installation/alteration and prior to full
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operation” and 2) that in the entire year 2006 éh@ere only 16 incidents of non-compliance.
This failure rate equates to only slightly morerttome per month. The facts hardly justify the
proposed change requiring that testing be perfonpnied to operation.

Response 28
Staff found that there is an air quality benefitdonduct the performance tests for new and

altered GDFs to verify their compliance with theplgable executive orders standards. Based
on the current rule requirement, the GDF may opdratiolation of the rule requirements for up
to 30 days with the potential of significant excegsissions. Additionally, the new requirement
will cause only a minimum impact since many owrmsefators of new or altered GDFs already
conduct the applicable performance tests immediatitér the installation/alteration and prior to

full operation.

Comment 29

There is a proposed provision for additional ititi@sts and reverification tests required by
AOQMD permits. The language provides the opportufat rulemaking by permit condition, and
that is both objectionable and improper. Testieguirements must be specified in Rule 461.
The language provides an opportunity for rule-mgkimy permit condition, and that is
objectionable and improper. Testing requirementstrba specified in Rule 461.

Response 29
The requirements being added to the permits for &Bife tests to confirm ISD operability.

These tests are consistent with those recommengedhd CAPCOA Vapor Recovery
subcommittee. GDF owner/operators have the opifooontesting any test requirement that
they believe is improper.

Comment 30

Presently, new or rebuilt facilities are requiredést the vapor recovery system within 30 days
of installation completion. The PAR 461 proposemjuirement would be to perform a
performance test at new or recently retrofittedlifégs prior to placing them into service. 1t is
our_opinion that this will exacerbate the testirmntcactor availability problem as it will take
away flexibility in scheduling this required tegfiras the number of EVR |l systems being
installed increased between now and April 1, 2088r sites with ISD, post installation testing
of the ISD system operation as required in the EM§Ystem Executive Order is appropriate. A
properly operational ISD will pick up any major iadation problems.

Response 30
New and altered GDFs are required to conduct tipdicale performance tests prior to initial

operations (proposed amendment) or within 30 caleddys after initial operation (current rule
requirement).  Accordingly, the proposed amendniterg no impact on the number of the
required performance tests but only their schedulifhe current requirements are being abused
to allow operations of GDFs that may not be conmpligith all applicable requirements, thereby
causing excess emissions that could have been emoidsDF owners/operators must plan
accordingly to avoid excess emissions.

Comment 31
In justifying the need to reduce the testing pefimin within 30 days of operation to conduct
the performance tests prior t dispensing gasofiteff stated in the preliminary draft staff report
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that a vapor recovery system can be subject tarplete failure. We are hard-pressed to think
of situations involving a total failure (i.e., a rmpletely uncontrolled gasoline dispensing
operation). If, indeed, such failures occur, theuld be extremely rare.

Response 31
The purpose of the analysis was to illustrate thlerdnge of impacts of inaccurate performance

or reverification tests and the excess VOC andcternissions that may potentially result form

operating a noncompliant vapor recovery systemsforor twelve months. Staff agrees that

complete failure of an enhanced vapor recoveryegyss rare, but it is the worst case scenario
that demonstrates the maximum potential excesssemssthat could occur. It is also noted that
a small opening in the vapor line of a balanceesystan render the whole system ineffective as
it negates any vacuum that may have existed isttirage tank.

Comment 32

Mention is made in the preliminary draft staff repaf the conversion of vacuum-assist systems
to balance systems because of the "lower cost of RORompatibility. However this is not
entirely true. We believe that most of the conwgrs from vacuum assist to balance-type
systems were made because balance systems arentih&RVR-compatible. The conversions
from vacuum assist to balance were not inexpensive.

Response 32
Staff concurs that the conversion from vacuum assidalance system are inherently ORVR

compatible and are less costly relative to opegdtie vacuum assist systems at that time.

Comment 33

The descriptions in Table 2 of the preliminary tsthff report are not clear. Retail Gasoline

Operations (RGOs) are either owned by the majoraitpanies or by individual dealers. RGOs

owned by the majors are either operated by thenodagpany stores) or by independent dealers
who lease the RGO. We believe that the number@D& owned by the majors is small; very

likely less than twenty percent. The number of B®Wned and operated by the majors is even
smaller.

Response 33
The information presented in the referenced talas derived from both AQOMD and CARB data

from several years ago. Staff has deleted the fabin the staff report.

Comment 34

Permit applications for GDF upgrades should be ggsed by the AQOMD's GDF permit
engineers. Petroleum refineries may operate s@RalFs. We suggests that, for the sake of
expediency and efficiency, any permit applicatiforshese facilities should be processed by the
AQMD's dedicated GDF permitting staff rather thartloe refinery/energy group

Response 34
The AOMD will take all necessary steps to ensueetiimely evaluation of permit applications

for Phase Il EVR and the proper issuance of peratit®rding to state and federal requirements.
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Comment 35

EVR Phase | systems must have a minimum volumetficency of 98 percent and an emission

factor of not exceeding 0.15 Ibs per 1000 galloAkhough Phase | EVR systems are certified at
these performance levels, it is not feasible f@RF site to make such a demonstration. The
rule already requires that systems be maintainddogerated in accordance with manufacturer's
specifications and the Executive Orders. The regugnt should be for a "... system as capable
of recovering or processing displaced vapors bieadt 98 percent. ASTs and mobile fuelers
have a required efficiency of 95 percent for Phhsgstems. The rule should require the

equipment to be “capable” of 95 percent efficiency.

Response 35
Subparagraph (c)(1)(A) states that Phase | EVReiified to achieve a minimum volumetric

efficiency of 98 percent and an emission factor exxteeding 0.15 pounds per 1,000 gallons.
Owners/operators of GDFs are not required to detratiesthe efficiency level of the Phase |
EVR but are required to install, operate and maint@ARB certified Phase | EVR.
Subparagraphs (c)(1)(B) & (C) require a minimumuoétric efficiency of 95 percent for
aboveground storage tank and mobile fueler, resadt These requirements are in the current
rule, but have only been moved within the rulemipiove the clarity and flow of the Rule 461.

Comment 36

EPA has addressed the ORVR use in corporate fleeemorandum dated November 28, 2007,
and supports an exemption from Phase || EVR whep&6ent of fleet vehicles are equipped
with ORVR. This exemption was recently adoptedtrge California air districts, BAAQMD,
SJVAPCD and SDAPCD. Additionally, CARB has recgrttrtified one Phase Il EVR for the
balance system (VST) which would be compatible \hih non-retail GDFs. The availability of
equipment_and certified contractors represent baieallenge in the implementation process.
Based on the preceding information, we are progoamexemption from Phase Il EVR for non-
retail gasoline dispensing facilities where at 1€88 percent of the vehicles refueled at the
facility in any time period are under common owhars(“captive” fleet), and equipped with
ORVR.” Specific recordkeeping may be required émdnstrate continued compliance with this

exemption.

Response 36
Staff has reviewed the federal and state recomniiemdeoncerning Phase Il exemption for non-

retail GDFs where 95 percent of vehicles refuelsd eqjuipped with ORVR. While properly
operating, ORVR technology can be instrumentaleducing emissions during refueling; staff
has concerns about the lack of information relatovéhe long term efficiency and durability of
such systems and therefore, is not supportive apam-ended exemption. Instead, staff will
propose a limited deferral of the installation diaBe Il EVR to select non-retail GDFs with high
ORVR penetration. This deferral will allow the lgaition of additional data to better assess the
efficiency of ORVR systems.

Comment 37
The proposed amendments should include a Phase/R &emption for E-85 refueling
facilities.
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Response 37
Staff has revised paragraph (c)(4) to postpone rédmgiirements of Phase Il EVR for the

dispensing of E-85 until April 1, 2012. Staff ampiates that the additional time (from the EVR
Phase Il state mandated compliance date of ApaDMD9) is needed for industry to develop and
CARSB to certify Phase | and Phase Il equipmentHerdispensing of E-85.

Comment 38

Independent marketers such as CIOMA represent #jerity of the GDFs today and carry the
burden of compliance and upgrades costs for négiggmissions reductions. For example, it
costs over $50,000 per facility to upgrade to tbe/ CARB Phase |l EVR certified system that
designed to recover an additional 3 percent oremsx the efficiency of our current balance
system form 95 percent to 98 percent.

Response 38
The requirement to operate CARB certified Phas&VR equipment by April 1, 2009, is

mandated by state law. The total throughput oG&)Fs in the AQMD is currently estimated as
seven billion gallons per year with a potentialuoicontrolled emissions of approximately 170
tons per day. As a result, increasing the corgffitiency Phase | by 3 percent represents a
significant reduction in VOC emissions to the atpieee in the AQOMD (approximately 45
percent of all gasoline dispensed and associatéssiEm occur in the AQMD) and throughout
California.

Comment 39

There are discussions within your district that yaay require all GDFs to install ISD regardless
of throughput. We respectively request that yondnahe CARB ISD exemption for those
GDFs below the 600,000 G.P.Y. throughputs as tveclarently written.

Response 39
The AOMD is not proposing to change the applicabibir requirements for ISD as part of this

rulemaking.

Comment 40

Subparagraph (b)(12) defines Enhanced Vapor Regoverhe reference CARB CP 201

(Certification Procedure for Vapor Recovery Systahssasoline Dispensing Facilities) should
be Sections 3 through 9, delete Section 10 andverim® exclusion to the standards for ORVR

compatibility.

Response 40
Staff has revised PAR 461 as requested.

Comment 41

Subparagraph (c)(3)(D) states that “the owneréper... or their direct employees are not

considered installers/contractors ... provided gamson has successfully completed any relevant
. program....”  We suggest revising this sentetcesay “providedunless that person has

successfully completed any relevant ... progrdim...Shouldn’t this paragraph also require

manufacturer’s certification to be consistent vétibparagraph (c)(3)(C)?
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Response 41
Subparagraph  (¢)(3)(C) establishes training and tification requirements for

installers/contractors of GDF systems whereas sagpaph (c)(3)(D) establishes training and
certification requirements for GDF owner/operatorstheir employees that complete minor
repairs at the GDF. The training and certificasi@me different and specific to the person doing
the major versus minor work at the GDF. Staff dvads that the term “provided” is more

appropriate.

Comment 42
The pressure-vacuum relief valve settings statedanose (c)(3)(1)(iii) have been modified for
EVR systems. See May 2006 CP-201 for revisedriite

Response 42
Staff has revised PAR 461 as requested.

Comment 43

The amendments to the EVR requlations in the Deeer@B02 rulemaking were related to the
EVR technology review. The July 2004 rulemakinarified the requirements relating to
unihose dispensers. The November 2004 rulemakiogided an extended schedule to comply
with the (ORVR) compatibility requirements. The w2006 rulemaking clarified the
certification process for system modifications anddified equipment specifications and test
procedures for (P/V) valves. None of these rulantgkwere related to equipment reliability or
additional emission reductions. We suqggest thaft starify this issue in the preliminary draft

staff report.

Comment 43
Staff has revised the preliminary draft staff regoraddress this comment.

Comment 44

A reference should be provided for the CAPCOA emisgactor of 17.22 1bs/1,000 gallons
stated in the preliminary draft staff report. Thmmission factor appears high as the ARB annual
average emission factor is 8.4 lbs/1,000 gallospetised.

Response 44
The uncontrolled emission factor of 17.22 |bs/1,@@0lons is the total of the following four

uncontrolled emission factors associated with GOBading emission factor - 8.4 |bs/1000
gallons, breathing emission factor - 0.10 lbs/1,@@0lons, refueling emission factor - 8.3
Ibs/1,000 gallons and spillage emission factor420dbs/1.000 gallons. These emission factors
are published in the CAPCOA Air Toxic “Hot Spot”’d@ram, Appendix A, Section 4 — No
Control, and are used by the AQMD engineering saffjluantify uncontrolled emissions from
GDFs.

Comment 45

EVR does not necessarily substitute 95% efficienitii an emission limit. As provided in CP-
201, systems certified under summer fuel conditimnist meet both the efficiency and emission
factor requirements. Systems certified using wifitel must meet either the efficiency or the
emission factor. We suggest that staff clarifg issue in the preliminary draft staff report.
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Response 45
Staff has revised the preliminary draft staff regoraddress this comment.

Comment 46

State law requires that GDFs comply with the PHRE&/R requirements by April 1, 2009. In
addition, state law also requires GDFs to ins&i) by September 1, 2009, and September 2010,
depending on the annual gasoline throughput foir flaeility. For all practical purposes, it
would be better to upgrade our facility with bothaBe Il EVR and ISD at the same time.
Therefore, w respectfully request that you considerking with CIOMA, WSPA, CAPCOA
and CARB in moving the Phase Il EVR deadline fropriAl, 2009 to September 1, 2009.

Response 46
Staff will continue to work with all parties to addses all issues reqgarding the implementation

of Phase Il EVR and ISD. However, it needs to bmwhasized that the emission reductions
associated with Phase Il EVR are needed and nesaeabr than later for the AQOMD to achieve
federal and state clean air act requirements,casresl by law.

DRAFT FINDINGS

The draft findings include necessity, authorityaritl, consistency, non-duplication and
reference, as defined in Health and Safety Cod¢id®eg40727. The draft findings are as
follows:

Necessity - The AQMD Governing Board finds and determinest tRroposed Amended Rule
461-Gasoline Transfer and Dispensing is necessaryrder to implement the CARB
requirements of the Phase Il EVR system in a timedyner and implemented in a manner that
achieves the emission reductions achieved fromiquevule amendments.

Authority - The AQMD Governing Board obtains its authorityadopt, amend or repeal rules
and regulations from Health and Safety Code §84000001, and 40440.

Clarity - The AQMD Governing Board finds and determinest tAroposed Amended Rule 461
is written and displayed so that the meaning care&sly understood by persons directly
affected by it.

Consistency — The AQMD Governing Board finds and determined troposed Amended Rule
461 is in harmony with, and not in conflict with oontradictory to, existing statutes, court
decisions, or federal or state regulations.

Non-Duplication — The AQMD Governing Board has determined thapBsed Amended Rule
461 does not duplicate the state or federal reiguldntut seek to assure the implementation of the
CARB Phase Il EVR regulations on or before its dieadbf April 1, 2009.

Reference - In adopting these proposed amendments, the A@derning Board references

the following statutes which AQMD hereby implemenitgerprets or makes specific: Health and
Safety Code Sections §840001 and 40440.
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CONCLUSION

The proposed amendment to Rule 461 ensures theppiomplementation of Phase 1l EVR and
establishes increments of progress to meet CARBdPH&EVR deadline by April 1, 2009. The
rule amendment also ensures the air quality benafisociated from previous amendments in
reducing the emissions of VOC and toxics (benzdre) gasoline transfer and dispensing
operations in the AQMD.
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Appendix

Control Technology
Enhanced Vapor Recovery
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Enhanced Vapor Recovery

The objectives of the EVR are to upgrade the perémce standards for both Phase | and Phase
Il vapor recovery systems and provide GDFs withovajecovery systems with enhanced leak
control. The implementation of the EVR Phase | veasnpleted in April 2005 and the
implementation of Phase Il are progressing. Th&HENcludes the following six modules for
both Phase | and Phase Il vapor recovery systems:

Figure 1 - EVR Timeline (Updated June 2006)
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Juil Jan

GRVR (=20 mil galfyr) |
ORVA [ =1.0 mil galjyr)
CRVE {<1.0 mill gal/yr)

Ligud Fetertion - 350 mil
T

Liguid Retentipn - 100 rd
Mozzie Sbtr_lng

150 (= 1. million gatfyr)
| | 150 (> 600,000 galiye)

|:| Doted booe: e betwesn start of 4-year dock and operative dabe
— [ Stact of solid bar date reguired fior nes or modified faclites (operative date)
Il +— End of solid bar: date requinad for exdsting facilities (instalied before start of bar)

Module 1: Phase | Vapor Recovery

The objective of EVR Phase | is to improve the vamzovery efficiency of Phase | from 95
percent to 98 percent which is equivalent to anssion limit of 0.15 Ibs/1,000 gallons using a
summer uncontrolled emissions rate of 7.6 lbs/1g¥lons (CP-201, Section 3.1).

Presently, five EVR Phase | systems have beerfiedrtty CARB: Phil Tite (E.O. VR-101),
OPW (E.O. VR-102), EBW (E.O. VR-103), CNI Manufathg (E.O. VR-104), and EMCO
Wheaton Retail (E.O. VR-105). All EVR Phase | d@tl systems include rotating adaptors,
spill containment box, submerged fill tubes wittesdrain valves, pressure-vacuum (P/V) relief
valves (threaded not slip-on). Additionally, th€FE requires that Phase | components must be
compatible with fuel blends that are commonly usealifornia and that all connectors and
fittings to be leak-free.

The EVR Phase | implementation started in April R@hd was completed in April 2005. The
VOC/toxic emission reductions associated with EMR$e | implementation is estimated at 5.5
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tons per day statewide and 2.41 tons per day iA@&ID. The emission reductions associated
with the EVR Phase | in the AQMD is calculated lubhea the percentage of the total gallons of
gasoline dispensed in the AQMD (7 billion per yesml the state (16 billion per year).

Module 2: Phase Il Vapor Recovery

The EVR Phase Il extends the certification testd arpands the tests requirements during
certifications to thoroughly address the durabibtyd reliability issues of the vapor recovery
components. Additionally, the EVR limits the ckecation to four years with the renewal
contingent on successfully addressing problemshiévag occurred during the four years.

The EVR Phase Il systems comprise several new atdsidhcluding ORVR compatibility, more
stringent spillage and “dripless nozzles” requiratagin-station diagnostics, and storage tank
pressure limits.

To control vapor pressure in the underground seotagks (USTs) and minimize related fugitive
emissions, the EVR established the USTs pressurigsr to monitor vapor pressure in the
USTs during operations (excluding periods wherasguree changes are due to Phase | operation
such as a fuel drop). The pressure profiles ireecldgl the daily average pressure shall not exceed
0.25 inches water column, 2) the daily high presslvall not exceed 1.5 inches water column,
and 3) the pressure difference during the non-ebedthours shall be within £ 0.05 inches water
column. Upon the full implementation of the ISDswms, the pressure of the USTs will be
continuously monitored. As provided in CP-201tegss certified under summer fuel conditions
must meet both the efficiency and emission factguirements. Systems certified using winter
fuel must meet either the efficiency OR the emisdaxtor.

EVR Phase Il implementation commenced in April 2@0%l is required by state law to be
completed by April 2009. The VOC/toxic emission uetions associated with EVR Phase I
(module 2) is estimated at 3.1 tons per day staeand 1.36 tons per day in the AQMD.

Module 3: On-Board Refueling Vapor Recovery

The ORVR is mandated by Title 13 California CodeRefgulations (CCR), Section 1978 or 40
Code of Federal Regulation (CFR) Part 86. The ORY&ems were introduced in 1998 model
vehicles and now it is required on new cars artddyty trucks.

During motor vehicle refueling, the ORVR routes trepors from the vehicle gas tank to an
activated carbon packed canister, which adsorbsvdmors. The ORVR vapor recovery
mechanism competes with the vapor pump functioth@fvacuum assist systems (such as Healy
G-70-186), which may lead to air ingestion into W8Ts, as illustrated in Figure (2). To avoid
the air ingestion, the nozzles of the vacuum asgsems are equipped with sensors to detect the
ORVR vehicles and the nozzle reduces the size efvépor path to reduce the amount of air
ingestion. The balance system does not utilizarpump, so no forced air is ingested into the
UST. During the vehicle operation, the ORVR drdkes vapor (desorbs) into the engine intake
and it is combusted.

The ORVR compatibility implementation started in rAl2003 and was completed in April
2006. The VOC/toxic emission reductions associatid the ORVR compatibility is estimated
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at 4.5 tons per day statewide and 1.97 tons pemdine AQMD.

Figure 2 — Potential Incompatibility of ORVR and Va  cuum Assist System
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Module 4: Liquid Retention and Nozzle Spitting

The liquid retention and nozzle spitting “pseuddiage” is a previously unregulated source of

VOC/toxic emissions. The emissions take place whnd gasoline contained in the hanging

hardware (nozzles and hoses) is allowed to evaportd the atmosphere between the fueling of
vehicles while the nozzle hangs on the dispenser.

The liquid retention limit of 350 ml/1,000 gallomss implemented in April 2001 and completed
in April 2005. The liquid retention limits of 10tI/1,000 gallons and the nozzle spitting
requirements were implemented in April 2005 andedcied to be completed in April 2009.
The VOC/toxic emission reductions associated whih liquid retention and nozzle spitting is
estimated at 0.2 tons per day statewide and Or@9ger day in the AQMD.

Module 5: Spillage and Dripless Nozzle

EVR reduced the spillage from 0.42 Ibs/1,000 gallém 0.24 Ibs/1,000 gallons and limits the
number of drops to one drop per fueling event.

Module 6: In-Station Diagnostics (ISD)

ISD provides continuous monitoring of important ssmn-related vapor recovery system
parameters and components, and alerts the stafierator when certain failure modes are
detected so that corrective actions can be taken.

ISD provides two consecutive alerts; the firsthe tvarning alert and the second is the failure
alert. The warning alert requires the operatomttify a responsible company official or
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designee, request service as soon as reasonalsiplpasnd keep records of the events. If the
defective fueling points were not repaired, théufai alert will take place and will shutdown the
defective fueling points of the entire system, ase& of vapor recovery system failure. The
failure alert requires the operator to repair otate and not use the defective fueling points and
keeping records. The reset button of the ISD systhall not be used until all the defective
fueling points are repaired or isolated and notuse

The implementation of the ISD is phased-in basethemannual throughput of the GDFs. For
GDFs with a throughput of more than 1.8 million|gas per year, the ISD implementation
started in September 2005 and shall be complete@&dptember 2009. For GDFs with a
throughput of more than 600,000 gallons per ydwr 15D implementation started in September
2006 and shall be completed by September 2010.VO&/toxic emission reduction associated
with the ISD implementation was estimated at 8ristper day statewide and 3.72 tons per day
in the AQMD.

The total VOC/toxic emission reductions associat@t the implementation of EVR, including
ISD, was estimated at 25.7 tons per day statewidela.24 tons per day in the AQMD.

CARB Certified Phase Il EVR
I. Vacuum Assist Systems (Healy)

The Phase Il EVR vacuum assist systems are manugdcby Franklin Fueling Systems (Healy)
and was CARB certified on May 9, 2005. The cagdifions of the vacuum assist system include
Executive Order VR-201-C for the Phase Il EVR withthe ISD and Executive Order VR-202-
C for the Phase Il EVR with the ISD.

The system major specifications include the Healpd®l 900 nozzle, vapor collection,
breakaway couplings, flow limiters and clean apagators.

The Healy Model 900 nozzle has an integral vapdrevéo prevent the loss of vapor from the
underground storage tank and prevent the ingestfoair into the system. The maximum
allowable leak rates for the nozzle are 0.038 ctdmt per minute (CFM)) at a pressure of two
inches water column and 0.10 CFM at a vacuum oframelred inches water column.

The vapor to liquid (V/L) ratio of the system sha# 1.05 plus or minus 0.10 (0.95 to 1.15),
measured at flow rate between six and ten gallensninute (6.0-10.0 gpm).

In the event of a “drive off”, testing is requiredter reconnecting the breakaway to ensure
proper operation and no observed leaks. The teshiatj be conducted as specified in the Healy
Systems Scheduled Maintenance Manual.

The flow limiter is required when the flow rategseater than ten gallons per minute to comply
with the U.S. EPA requirements.

The clean air separator is a passive tank pressiam@agement system, with no electrical

requirements. The separator shall be installedimvit00 feet from the vent pipe(s), tested (leak-
decay) and maintained vapor-tight and in properatpey configuration.
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In the AQMD, as of January 9, 2008, there are 18Fs&that have installed and are operating
Phase Il EVR vacuum assist systems. Additionalhgere are approximately 700 permit
applications pending for the Phase II.EVR vacuusisasystems and an additional 520 permits
to construct have been issued.

I. Balance System (VST)

The EVR Phase Il balance system without ISD is rfastured by the Vapor Systems
Technology (VST) and was certified by CARB on NowaEmn5, 2007 (Executive Order VR-203-
A). The Phase Il EVR balance system with the ISBciseduled for CARB certification in April
2008 (Executive Order VR-204 A).

Additionally, there are four Phase Il EVR balangstesm permit applications pending and all
include processors for ISD. The major componehtee@VST balance total system are:

VST ENVIRO-LOC Balance Nozzle

The VST balance nozzle, in general, is similar he tonventional balance nozzle that is
currently in use. It includes both fluid and vapassages and equipped with a boot, face plate
and interlock device to assure a vapor-tight sealrad the vehicle fill-pipe. The nozzle has an
automatic shutoff to stop the liquid flow once trahicle fill-pipe is filled with liquid. The new
features of the VST balance nozzle are the possiaat of the vapor valve when the nozzle is not
in use and a substantially dripless spout usiniag-based poppet valve.

VST ENVIRO-LOC Balance Vapor Recovery Hose Assembly

The VST balance system uses a coaxial hose assevhidii includes an inner liquid hose 5/8
inch in diameter made of rubber, wire braid reinénent and rubber outer cover and an outer
vapor hose 1 % inches in diameter made of polyarethThe hose assembly including the
breakaway is around 10 feet long. The vapor haoskides a liquid removal device (VDV
series) to remove condensate vapors and maintaeaavapor path.

VST ENVIRO-LOC Balance Safety Breakaway

The breakaway device prevents substantial damageetdispenser when a “drive off” occurs
with the nozzle still in the vehicle fill-pipe. €hVST breakaway consists of two halves, one
attached to the whip hose and the other attachettheocurb hose. The two halves of the
breakaway are attached by two fracturable ringgyded to break at 350 pounds load maximum.
Each breakaway half has both fluid and vapor p&ssaand each passage has a spring-loaded
poppet. Upon fracture of the rings and separatibthe two halves, all of the spring-loaded
poppets move to the seal position, which closesofth the liquid and vapor passages in both
directions.

VST ENVIRO-LOC Balance ECS Membrane Processor

The VST ECS membrane processor controls the peegstine UST to within limits specified by

CARB. The membrane semi-permeability will allow e@dmponents such as oxygen, nitrogen,
water vapor and less than 3.0 percent of hydrocatbeent to the atmosphere and concentrated
hydrocarbon vapor to return to the UST. The memérprocessor is designed to turn on
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(operate) and off at 0.20 inch and -0.20 inch waumn, respectively.  Under normal

operating conditions of the VST balance systemegative pressure will be produced in the
ullage space of the UST and the membrane procesi$oiot need to operate. During periods of
less activity, shutdown, presence of winter fuegtihvapor pressure), or other conditions that
promotes the pressurization of the ullage, the miane processor will operate to control the
pressure in the ullage to an accepted level.
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