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INTRODUCTION



As a result of comments from the wood coating industry received at the August 11, 1995 Board meeting, the AQMD Board directed staff to consider alternative rule amendments that would:



·	extend the compliance dates for all wood coaters,

·	eliminate the discount in the averaging provisions,

·	provide incentives for the wood coating industry to convert to waterborne coatings in the areas of emission fees and recordkeeping,

·	make acetone an exempt compound,

·	allow wood coaters using waterborne coatings to use other spray coating methods than the high-volume, low-pressure (HVLP) type, and

·	not require wood coaters that will be in VOC RECLAIM to comply with�Rule 1136.  



This staff report addendum addresses the above issues.  It supplements the previous staff report (attached) which covered the previously proposed amendments sent to the Board for their August 11, 1995 meeting.  See the prior staff report for a discussion of those amendments.  





PROPOSED ALTERNATIVE AMENDMENTS



The following summarizes and discusses the alternative amendments to the rule.





1.	Extension of the compliance dates to July 1, 1996, subparagraph (c)(1)(A).



Effective September 1, 1995 the current rule reduces the VOC limits for clear topcoats and pigmented coatings to 275 grams of VOC per liter of coating, less water and exempt solvent (g/l) and for sealers to 240 g/l.  The wood coating industry has requested that these limits be postponed to July 1, 1996.



The wood coating industry asked for this amendment to give the overall industry more time to comply and to allow the larger facilities that emit 4 tons per year or more of VOC to transition to the VOC RECLAIM program.



One industry spokesman said that contrary to the AQMD's survey of wood coaters, only 10 percent of wood coaters are currently in compliance with the September 1, 1995 VOC limits.  He said the remaining wood coaters are struggling to find adequate compliant coatings and they need more time to comply.  The industry has not provided any data to substantiate their figures. A staff survey of 74 facilities found that 32% are in compliance.



Several wood coating suppliers that specialize in compliant, waterborne coatings have objected to a delay because a) they have expended a great deal of money to provide good compliant coatings b) the delay will adversely affect their business, and c) companies that postponed their efforts to comply will be rewarded for their procrastination.



VOC RECLAIM, if adopted, will replace limits on VOC coating content with annual limits on VOC emissions.  The annual emission allocations at the start of the program are not based on compliance with the September 1, 1995 VOC limits (the starting emission allocation methodology is currently under review and may be revised to reduce the starting RECLAIM emission allocations.)  Because of this and the fact that emission trading is allowed, VOC RECLAIM is much more flexible and would allow wood coaters to use coatings that would not comply with Rule 1136.  



About 18% of all wood coaters would be included in RECLAIM's first phase for four ton per year facilities.  The second phase for two ton per year facilities increase the percentage to include about 25% of all wood coaters.



Originally, the phase 1 facilities were to be randomly divided into four cycles and brought into RECLAIM six months apart starting on July 1, 1996.  Now, the first phase has been postponed to start on January 1, 1997.  The second phase (two cycles) for two ton per year sources will not start until January 1, 1999.



A postponement of the Rule 1136 VOC limits until July 1, 1996 would still require all RECLAIM wood coating facilities to either comply with the Rule 1136 coating limits or obtain a variance, because RECLAIM won't start sooner than July 1, 1997 and could be as late as July 1, 1999 for some facilities.  To provide a further extension of the compliance limits for RECLAIM facilities, staff would have to return to the Board prior to July 1, 1996 with additional rule amendments and a new CEQA analysis.





2.	Eliminate the discount in the emissions averaging provisions, proposed subdivision (j). 



The currently proposed emission averaging provisions in subdivision (j) allow a facility to use emission averaging, provided the facility demonstrates that actual daily emissions are less that 90% of the theoretical emissions that would occur if the coatings contained VOC exactly at the compliance limits.  The ninety percent requirement is taken from USEPA's model rule for wood furniture coatings. 



The wood coating industry has asked that the 90% requirement be eliminated, allowing actual emissions to be 100% of the theoretical emission limit.



USEPA has indicated that the rule would be disapproved if the 90% requirement is eliminated, because without it, the averaging provisions could result in more emissions than the current rule.  This is the case because the current rule requires each and every coating to comply with its VOC limit, without the possibility of averaging.  Because there are many compliant coatings that are significantly lower in VOC than the compliance limits, most facilities do not use coatings that are all exactly at the VOC limits.  Therefore, their actual emissions are less than the theoretical emissions that would occur if their coatings were all at the compliance limit.  The 90% factor in the averaging provisions takes this into account.





3.	Reduced emission fees for facilities using waterborne coatings.



The industry requested that incentives should be provided to comply.  One incentive they want is reduced emission fees.  Actually, that incentive already exists.  Any facility that switches from solventborne to waterborne coatings will reduce their VOC emissions and their emission fees by at least 80%.  Many facilities (those emitting from 4 to 19 tons per year with solventborne coatings) will reduce their emission fees 100% by reducing their emissions to less than 4 tons per year, thus becoming exempt from emission fees.



Larger facilities, emitting 20 tons per year or more, that switch to compliant coatings and reduce emissions by 80%, will reduce their emissions fees by about 90% because of the tiered nature of emission fees.  The emission fees in Rule 301-Permit Fees are $271.22 per ton up to 25 tons per year, $440.22 per ton up to 75 tons per year, and $658.81 per ton above 75 tons per year.  Reducing emissions reduces the tons of VOC charged the highest rate first.  Example emission fee reductions with the current Rule 301 are shown in the following table.



The impact of the AQMD budget would have to be evaluated, but an additional incentive could be provided by reducing the operating fees by 25%, from the current rates specified in Rule 301.  The District believes that it would likely be possible to reduce the amount of District resources devoted to such facilities.



Table 1

Example Emission Fees Before and� After Conversion to Compliant Coatings



Annual VOC Emissions�Current Annual�Emission Fee�% Fee Reduction��Before�After�Before����19�3.8�$2,712�100%�$0��25�5�$5,967�91%�$136��50�10�$16,972�89%�$475��100�20�$44,448�90%�$1,153��



�4.	Reduced recordkeeping requirements, subdivision (d).



Subdivision (d) of the current Rule 1136 refers to the recordkeeping requirements of Rule 109 - Recordkeeping for Volatile Organic Compound Emissions.  These are the same requirements that other Regulation XI coating rules refer to.



The coating industry has requested as another incentive that the Rule 109 recordkeeping requirements be changed to allow quarterly recordkeeping rather than daily recordkeeping.



Daily recordkeeping is required for solventborne coatings because the VOC limits are "as applied", rather than "as purchased", and because additional solvent containing VOC is often added to solventborne coatings to reduce the viscosity of the coating or change the drying characteristics with changing weather conditions.  The coatings must comply with the VOC limits after any solvents are added to the coating.  The only way that this can be determined is for the operator to record coating and solvent use and VOC content as they are used on a daily basis.



On the other hand, waterborne coatings usually are not thinned with VOC-containing solvents.  They can be thinned with water, which does not affect the VOC content.  Daily recordkeeping of waterborne coatings may not be required to determine compliance, provided the Executive Officer finds an equivalent level of enforceability and provided that the facility is not using the emission averaging provisions in subdivision (j).  The averaging provisions require a daily showing of compliance.



5.	Acetone as an exempt compound.



USEPA has revised its definition of VOC to exclude acetone, because of its negligible reactivity.  Rule 102 - Definitions is on the Board calendar for November 1995.  The proposed amendments to Rule 102 include incorporating acetone as an exempt solvent.  As with the averaging provision, the use of acetone would only be required for coatings that are needed to meet the final compliance limits.  It is not anticipated that acetone would be widely used as a coatings solvent prior to July 1, 1996. 



6.	Other spray coating methods, subdivision (k).



Some wood coaters said at the August 11, 1995 Board meeting that they are having difficulty using waterborne coatings with the HVLP spray equipment.  They want to use air-assisted, airless spray equipment instead, but paragraph (c)(2) of Rule 1136 no longer allows it.



The intent of paragraph (c)(2) is to require an application method with at least 65 percent transfer efficiency.  Air-assisted, airless spray equipment have not been shown to meet this requirement.



An alternative rule amendment in the form of a new exemption in subdivision (k) has been prepared that would allow a wood coater to use air-assisted, airless spray equipment, or other coating methods with less than 65% transfer efficiency, if the operator demonstrates that an equivalent VOC emission reduction is achieved through the use of coatings that have even lower VOC content than the final Rule 1136 VOC limits.



To use this exemption, the operator would have to test the spray equipment using the AQMD test method specified in paragraph (f)(8), and get Executive Officer written approval.



7.	VOC RECLAIM



VOC RECLAIM, if adopted, will replace limits on VOC coating content with annual limits on VOC emissions.  The annual emission allocations at the start of the program for wood coaters are not based on compliance with the Rule 1136, September 1, 1995 VOC limits (the starting emission allocation methodology is currently under review and may be revised to reduce the starting RECLAIM emission allocations.)  Because of this and the fact that emission trading is allowed, VOC RECLAIM is much more flexible and would allow wood coaters to use coatings that would not comply with Rule 1136.



VOC RECLAIM is currently scheduled for a public hearing in March 1996.  This date is well in advance of the proposed extension of the final compliance limits for Rule 1136 until July 1, 1995, and would provide for a bridge between Rule 1136 RECLAIM facilities and implementation of the VOC RECLAIM program.  With this timing, no further action is recommended in Rule 1136 for VOC RECLAIM wood coaters.





EMISSION REDUCTIONS



The alternative amendment to extend the compliance date for lowering the VOC limits of clear topcoats, pigmented coatings and sealers from the original deadline of September 1, 1995 until July 1, 1996, would delay a VOC emission reduction of 4.89 tons per day until July 1, 1996.



The alternative amendment to allow emission averaging without the discount (90% factor) could increase VOC emissions by an unknown amount.  The amount depends on the number of facilities that use voluntary emission averaging, and difference in emissions for each facility with and without averaging.  The emission difference will vary from case to case, and no estimate can be made at this time.  However, USEPA requires the 90% factor to achieve equivalence in their model rule, so the use of a 100% factor instead could be considered to increase emissions by 100/90 = 1.11, or 11% in each case of emission averaging..  In the worst case that all wood coaters used emission averaging, emissions from clear topcoats, stains, sealers and pigmented coating could be increased from 0.80 tons per day to 0.89 tons per day, based on figures from the June 1994 Rule 1136 staff report.  That is a maximum increase of 180 pounds per day.



The alternative amendment to allow quarterly recordkeeping for waterborne coatings will have no effect on emissions because it does not change the VOC coating limits or reduce enforceability.  Quarterly recordkeeping for solventborne coatings does reduce enforceability and could result in higher emissions because it would not allow for determination of VOC content as applied.



The alternative amendment to allow lower transfer efficiency coating methods will not increase VOC emissions, because compensating lower VOC coatings must also be used.  However, particulate emissions could be increased due to higher overspray, if wood coaters seek Executive Officer approval to use less efficient spray methods.  The maximum expected increase is 145 pounds per day if 70% of wood coaters changed spray methods (see Appendix A.)





CALIFORNIA ENVIRONMENTAL QUALITY ACT (CEQA)



Legislative Authority and Requirements

The California Legislature created the SCAQMD in 19771 as the agency responsible for developing and enforcing air pollution control rules and regulations in the South Coast Air Basin (Basin).  By statute, the SCAQMD is required to adopt an air quality management plan (AQMP) demonstrating compliance with all state and federal ambient air quality standards for the Basin.2  Furthermore, the SCAQMD must adopt rules and regulations that carry out the AQMP.3  

CEQA requires that the potential environmental impacts of proposed projects be evaluated and that feasible methods to reduce or avoid identified significant adverse environmental impacts of these projects be identified.  To fulfill the purpose and intent of CEQA, the SCAQMD (as the CEQA Lead Agency for this project) has prepared this Addendum to document that the proposed amendments to Rule 1136 will not cause any changes that will trigger the requirement for a Subsequent EA.

Please refer to this Staff Report for a detailed description of the proposed project changes to Rule 1136.

Preparation of an Addendum to the Previously Prepared EA

This document addresses whether or not the proposed amendments to Rule 1136 raise important new environmental issues not analyzed in the previously certified EA.  CEQA Guidelines (Section 15164) require a lead agency to prepare an addendum to an EA if some changes or additions are necessary but none of the conditions for a Subsequent EA have occurred.  Since "certification" of the Supplemental EA in August 1994, a number of minor changes have been proposed to the project.  These changes include the following:  1)  a compliance extension to July 1, 1996; the elimination of the discount factor for facility averaging; and, allowing the use of spray equipment other than HVLP guns.  The project changes will not change the analysis or conclusions of significance of any other environmental impacts already evaluated in the Final EA for the project.

Under Section 15164 (a) of the CEQA Guidelines, the SCAQMD is required to prepare an Addendum to the certified EA unless one or more certain listed conditions requiring a subsequent EA has occurred.  Each of these potential conditions is discussed below, however, none of these conditions apply to the amendments to Rule 1136.  Therefore, an addendum is the appropriate CEQA document.

o	A subsequent EA needs to be prepared when project modifications constitute a substantial change in the proposed project which will require major revisions of the previous EA due to the involvement of new significant environmental effects or a substantial increase in the severity of previously identified significant effects.

o	A subsequent EA needs to be prepared when substantial changes have occurred with respect to the circumstances under which the proposed project is to be undertaken which will require major revisions of the previous EA due to the involvement of new significant environmental effects or a substantial increase in the severity of previously identified significant effects.

o	A subsequent EA needs to be prepared when there is new information of substantial importance which was not known and could not have been known with the exercise of reasonable diligence at the time the previous EA was certified, and the new information shows any of the following:  

	A.	The project will have one or more significant effects not discussed in the previous EA;

	B.	Significant effects previously examined will be substantially more severe than shown in the previous EA;

	C.	Mitigation measures or alternatives previously found not to be feasible would in fact be feasible and would substantially reduce one or more significant effects of the project, but the project proponent declines to adopt the mitigation measure or alternative; and,

	D.	Mitigation measures or alternatives which are considerably different from those analyzed in the previous EA would substantially reduce one or more significant environmental effects, but the project proponent declines to adopt the mitigation measures or alternative.

The SCAQMD has determined that the amendments do not meet any of the above criteria and, therefore, an Addendum may be prepared since all of the following conditions are met:

	Changes to the project do not require major changes to the previously prepared EA due to the involvement of new significant environmental impacts not considered in a previous EA;

	Changes with respect to the circumstances under which the project is undertaken do not require major new revisions to the previous EA due to the involvement of new significant environmental impacts not covered in a previous EA;

	No new information of substantial importance to the project becomes available which shows new significant effects, significant effects substantially more severe than previously discussed, or requires additional or modified mitigation measures which are considerably different from those previously analyzed;

	Only minor technical changes or additions are necessary to make the EA under consideration adequate under CEQA; and,

	The changes to the EA made by the addendum do not raise important new issues about the significant affects on the environment.

The above conditions, as demonstrated below, show that an addendum is the required CEQA document to account for the proposed amendments to Rule 1136.

Extending the compliance date to July 1, 1996, is a change to the project but does not result in any adverse impacts to the environment not previously analyzed.  In addition, the removal of the discount factor for facility averaging from 10 percent to no discount factor is a change in the project but was also analyzed in a previous EA (Rule 108).  In addition, the provision to allow spray equipment other than HVLP spray equipment is a change in the project but is not expected to result in any significant impacts.

CEQA Documentation for Rule 1136 - Wood Products Coatings

This document constitutes an Addendum to the August 1994 Supplemental Environmental Assessment (SEA) for Rule 1136.  This Addendum is a comprehensive environmental document that consists of six separate documents, including this Addendum.  SCAQMD rules, as ongoing regulatory programs, have the potential to be revised over time due to a variety of factors (e.g., regulatory decisions by other agencies, new data, inability to comply, etc.).  As required by CEQA, environmental analyses of rule amendments are performed to supplement the original analysis.  Consequently, as discussed below, several previous environmental analyses have been prepared to analyze recent amendments to Rule 1136.

The five other documents which comprise this CEQA record for Rule 1136, incorporated herein by reference, include:  Notice of Preparation (February 1988), Draft EIR (May 1988), Final Environmental EIR (February 1990), Final Supplemental EA (April 1994) and Final Supplemental EA (August 1994).  A summary of the contents of these documents is given below.  All documents comprising the CEQA record for the Amendments to Rule 1136 were circulated for public review and were otherwise available at SCAQMD headquarters on the dates indicated below.  These documents can still be obtained by contacting the SCAQMD's Public Information Center at (909) 396-3600.

Notice of Preparation of an Environmental Impact Report for the Proposed Amendments to Rule 1136, February 1988:  The Notice of Preparation (NOP) of an EIR for the proposed amendments to Rule 1136 was released for review on February 29, 1988.  The NOP contained a brief project description and the environmental checklist as required by state and SCAQMD CEQA Guidelines.  The NOP also included a description of the probable environmental effects that may result from implementing the proposed amendments.

Draft Environmental Impact Report - Proposed Amendment to Rule 1136: Wood Coatings Products, May 1988 (SCH No. 88032314):  The Draft Environmental Assessment (EA) for the proposed amendments to Rule 1136 was released for public review in May 1988.  The Draft EA contained a complete description of the proposed amendments and discussions of the environmental setting, alternatives to the proposed amendments, the relationship between short-term uses and long-term productivity, the potential irreversible environmental changes, growth inducing impacts, cumulative impacts from the proposed amendments and other AQMP control measures, and effects not found to be significant.  The core of the Draft EA was the discussion of potential environmental impacts and mitigation measures.  The analysis of potential environmental impacts included the following topics:  air quality, water quality, risk of upset, transportation/circulation, public services, energy, solid waste, human health, and economics.

Final Environmental Impact Report - Proposed Amendment to Rule 1136: Wood Coatings Products, July 1988 (SCH No. 88032314):  The Final EA for the proposed amendments to Rule 1136 was completed and available to the public prior to the public hearing for amended Rule 1136 (August 5, 1988).  The Final EA contained a summary of the environmental analysis and responses to comments received on the Draft EA.

Final Supplemental Environmental Impact Report - Proposed Amendment to Rule 1136 - Wood Coatings Products, April 1994 (SCH No. 88032314):  The Final EA for the proposed amendments to Rule 1136 was completed and available to the public prior to the public hearing for amended Rule 1136 (April 8, 1994).  The Final EA contained a summary of the proposed rule amendments and the environmental analysis.

Final Supplemental Environmental Assessment - Proposed Amendments to Rule 1136 - Wood Products Coatings:  The Final EA for Rule 1136 was completed and available to the public for 45 days prior to the public hearing (August 1994).  The Final SEA contained a summary of the proposed amendments, environmental impacts, mitigation measures, and a Statement of Findings and Overriding Considerations.

As the lead agency under the California Environmental Quality Act (CEQA), staff has evaluated the proposed alternative amendments to Rule 1136 and has determined that there may be potential adverse environmental impacts associated with the delayed compliance and facility averaging provisions.  Although delaying the final compliance date for clear topcoats, pigmented coatings, and sealers is not expected to increase VOC emissions from this source category, it will result in a loss of anticipated VOC emission reductions.  The potential air quality impacts from delaying the compliance date for the noted coatings exceeds the AQMD's VOC significance criteria of 55 pounds per day.  However, the impact is considered to be within the scope of the environmental analysis contained in the August 1994 Supplemental Environmental Assessment (SEA) for Rule 1136 - Wood Products Coatings.





SOCIOECONOMIC ANALYSIS



The alternative proposed amendments to Rule 1136 will extend the effective date of compliance for clear topcoats, pigmented coatings and sealers from September 1, 1995 to July 1, 1996.  This extension will allow more time for the wood coating industry to transition to waterborne coatings, and will not impose any additional requirements for wood coating operations.  This alternative amendment will result in savings to affected facilities.



The second alternative amendment proposed by the wood coating industry would eliminate the discount requirement in the VOC emission averaging provisions.  The proposed alternative would provide more flexibility and could result in additional savings to affected facilities.



The wood coating industry has also proposed that recordkeeping be simplified to allow quarterly rather than daily recording and reporting.  This will result in savings to affected facilities.



The final rule amendment would allow a wood coater to use a coating application method with less than 65 percent transfer efficiency, provided that lower VOC coatings are used to provide compensating emission reductions.  By providing this voluntary, compliance option that does not exist in the current rule, some wood coaters may be able to comply more easily and thereby save money.  



When compared to the previously proposed amendments to Rule 1136, the alternative amendments will result in additional savings to the wood coating industry.  Therefore, the amendments are cost effective.
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Calculation of Potential Increased Particulate Emissions from�Lower Transfer-Efficiency Spray Methods
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Calculation of Potential Increased Particulate Emissions from�Lower Transfer-Efficiency Spray Methods





The projected gallons of compliant coatings used by wood coaters after the final compliance date, except for some minor coating categories, are estimated below, along with the solids content.



��Solids�Solids��Coating�Gal/Yr�Vol. %�Gal/yr��Clear Topcoats�306,800 �27.60%�84,700 ��Pigmented Coatings�59,700 �27.60%�16,500 ��Low Solids Coatings�58,100 �9.00%�5,200 ��Sealers�202,300 �22.70%�45,900 ��Fillers�8,200 �27.60%�2,300 ��High Solids Stains�59,000 �27.60%�16,300 ����Total:�170,900 ��

Assuming an average solids density of 10 pounds/gallon, the total solids are is:



(10 lbs)(170,900 gals)  =   1,709,000 lbs/year

(     gal)(            year)



With an estimated 65% transfer efficiency for HVLP spray equipment, 35% of the solids is overspray, or 0.35 x 1,709,000 lbs/yr =  598,200  lbs/year.



With an estimated transfer efficiency 45% for airless spray,  65/45 = 1.44 times more coating would be sprayed with airless.  And the overspray for each gallon would be (1-.45)/(1-.65) =  1.57 times more.  This is a combined increase in overspray of 1.44 x 1.57 =�2.26 times.



Assuming all coaters got approval to use airless spray, the maximum potential overspray solids for airless is 2.26 x 598,200 lbs/yr = 1,352,000 lbs/year.



All coaters subject to the rule are required to use a spraybooth, with a particulate efficiency of 90 percent.  Therefore, the increased particulate emissions are:



0.10 x (1,352,000 - 598,200 lbs/yr) = 75,380 lbs/yr

				         = 75,380/365 = 207 lbs/day



However, 100 percent of wood coaters will not want to stop using HVLP guns, or other application methods, and use airless spray instead.  Some use flow coating or dip coating instead of spraying.  Only a small number using spray coating seem to be having problems.  Assuming 5 percent get approval from the Executive Officer to use airless spray, the maximum particulate emission increase is 21 pounds per day.  Even if 70 percert of wood coaters switched to airless spraying the particulate emission increase would be only 145 pounds per day, which is less than the CEQA significance threshold level of 150 lbs per day.

1	The Lewis-Presley Air Quality Management Act, 1976, Cal.Stats.,�	Ch 324 (Codified at Health & Safety Code, Sections 40400-40540).



2	Health & Safety Code, Section 40460(a).



3	Health & Safety Code, Section 40440 (a).
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