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Agency Nane:

Ventura County Air Pollution Control District (District),
submtted the follow ng rule:

Rule 37; Project XL; submtted July 30, 1999.

Rul e Summary:

The California Air Resources Board, on behalf of the
District, submtted to EPA for adoption into the applicable
state i nplenmentation plan (SIP) Rule 37 - Project XL. Rule 37
is a site-specific regulation which applies only to the
| mati on Corp. facility and operations |located in Camarillo, CA
(Imtion). Its primary intent is to regulate em ssions of
vol atil e organi c conmpounds in accordance with the CAA and to
facilitate inplementation of an XL Project at I|nmation.

EPA is proposing SIP approval of Rule 37 under a
procedure called parallel processing, whereby EPA proposes
rul emaki ng action concurrently with the State's procedures for
amending its regulations. See 40 CFR part 51, appendix V,
section 2.3. If the proposed revision is substantially
changed in areas other than those identified in the proposed
rul emaki ng, EPA will evaluate those changes and may publish
anot her proposed rule. |If no substantial changes are made
ot her than those areas cited in the proposal, EPA wi |l publish
a final rulemaking on the revisions. The final rul emaking
action by EPA will occur only after the SIP revision has been
adopted by California and submtted formally to EPA for
incorporation into the SIP. On August 23, 1999, EPA reviewed
Rul e 37 for conpl eteness and found that the rule conforns to
the conpl eteness criteria in 40 CFR part 51, appendix V,
section 2.3 (criteria for plans submtted explicitly for
paral | el processing).

The submitted rule authorizes Imation to inplenent a
pl antw de applicability limt (PAL) for reactive organic
conpounds (ROCs). The rule establishes conditions for
setting, evaluating, renewi ng, and conplying with the ROC PAL.
The rule also establishes requirenments for em ssion reduction
credit (ERC) banking and offsetting under the PAL, applying
control technol ogy, conducting health risk assessnments, and
i npl ementing any facility changes that are pre-approved in
lmation’s part 70 permit. Finally, the rule exenpts Inmation
fromDistrict Rules 10 (Permts Required) and 26-26.10 (New
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Source Review) for facility changes inplenented in accordance
with Rule 37.

Backgr ound

Rule 37 will facilitate Imation’s inplenentation of a
proj ect devel oped under Project XL, an inportant EPA
initiative to allow regulated entities to achi eve better
environnental results at |less cost. Project XL—for
“eXcel l ence and Leadershi p”—was announced on March 16, 1995,
as a central part of the National Perfornmance Review s and
EPA' s effort to reinvent environnental protection. See 60 FR
27282 (May 23, 1995).

Project XL provides a |imted nunber of private and public
regul ated entities an opportunity to develop their own pil ot
projects to provide regulatory flexibility that will result in
environmental protection that is superior to what would be
achi eved t hrough conpliance with current and reasonably
anticipated future regulations. These efforts are crucial to
the Agency’s ability to test new regul atory strategies that
reduce regul atory burden and pronote econom c growth while
achi eving better environnental and public health protection.

In Project XL, participants in four
categories—facilities, industry sectors, governnental agencies
and communities—are offered the flexibility to devel op conmon
sense, cost-effective strategies that will replace or nodify
specific regulatory requirenents, on the condition that they
produce and denonstrate superior environnental performance.
The XL programis intended to allow EPA to experinment with
untried, potentially prom sing regul atory approaches, both to
assess whether they provide benefits at the specific facility
af fected, and whet her they should be considered for w der
application. Such pilot projects allow EPA to proceed nore
qui ckly than would be required to undertake changes on a
nati onwi de basis. As part of this experinentation, EPA may
try out approaches or legal interpretations that depart from
or are even inconsistent with | ongstandi ng Agency practice, so
|l ong as those interpretations are within the broad range of
di scretion enjoyed by the Agency in interpreting statutes that
it inplements. EPA may also nmodify rules that represent one
of several possible policy approaches within a nore general
statutory directive, so long as the alternative being used is
perm ssi bl e under the statute.
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Adoption of such alternative approaches or
interpretations in the context of a given XL project does not,

however, signal EPA's willingness to adopt that interpretation
as a general matter, or even in the context of other XL
projects. It would be inconsistent with the forward-1ooking

nature of these pilot projects to adopt such innovative
approaches prematurely on a w despread basis wi thout first
findi ng out whether or not they are viable in practice and
successful in the particular projects that enbody them
Furthernmore, as EPA indicated in announcing the XL program

t he Agency expects to adopt only a limted nunber of carefully
sel ected projects. Pilot projects inmplenented under the
Agency’s XL initiative are not intended to be a neans for

pi eceneal revision of entire prograns. Depending on the
results in these projects, EPA may or may not be willing to
consi der adopting the alternative interpretation again, either
generally or for other specific facilities.

EPA believes that adopting alternative policy approaches
and interpretations, on a limted, site-specific basis and in
connection with a carefully selected pilot project, is
consistent with the expectations of Congress about EPA's role
in inmplementing the environnental statutes (so |long as the
Agency acts within the discretion allowed by the statute).
Congress’ recognition that there is a need for experinmentation
and research, as well as ongoi ng reeval uation of environnental
prograns, is reflected in a variety of statutory provisions,
such as sections 101(b) and 103 of the Clean Air Act. In sone
cases, as in this XL project, such experinentation requires an
alternative regul atory approach that, while perm ssible under
the statute, was not the one adopted by EPA historically or
for general purposes.

The air quality planning requirenents for nonattai nnent
NSR are set out in part Dof title 1 of the Clean Air Act.
EPA has issued a “CGeneral Preanble” describing EPA's views on
how EPA intends to review SIPs and SIP revisions submtted
under part D, including those State submttals containing
nonattai nment NSR SIP requirements [see 57 FR 13498 (April 16,
1992) and 57 FR 18070 (April 28, 1992)]. Because EPA is
describing its interpretations here only in broad terms, the
reader should refer to the General Preanble for a nore
detail ed di scussion. EPA has al so proposed regulations to
i npl ement the changes under the 1990 Amendnents in the NSR
provisions in parts Cand D of title 1 of the Act. [See 61 FR
38249 (July 23, 1996)]. Upon final promnulgation of those
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regul ati ons, EPA will review those NSR SIP submttals on which
it has already taken final action to determ ne whet her
additional SIP revisions are necessary.

Section 110(a)(2)(C) of the Act requires state prograns
to institute a preconstruction review program generally
referred to as “m nor NSR " VCAPCD s NSR program ( See VCAPCD
Rul e 26) requires new source review permtting for “any new,
replacenment, nodified, or relocated em ssions unit which would
have a potential to emt any .... Reactive Organic Conpounds.”
Such permtting under Rule 26 would typically require BACT for
any ROC em ssions (no threshold) and offsets for ROC em ssion
increases at stationary sources with a PTE above 5 tpy. In
order to provide Imation flexibility with regard to Rule 26,
VCAPCD i s proposing a source-specific SIP revision that wll
apply only to the operations at the Imation Camarillo
facility. EPA is proposing to approve the source-specific SIP
revision.

Rul e Eval uati on

Rule 37, which is only applicable to the operations at
Il mation Camarillo, is a critical elenment of the XL Project at
Imation as it will ensure that operations at the Imation
facility that are inplenmented in accordance with the XL
project are not in conflict with federally enforceable SIP
requi rements.

Rul e 37 woul d establish an alternative approach that
woul d repl ace the VCAPCD New Source Review (NSR) program for
certain new and nodi fied em ssion sources at Imation. A key
el ement of the rule, and this XL project, is the authorization
of a plant-wi de applicability limt (PAL) for volatile organic
conmpounds (VOCs). The VOC PAL, a voluntary VOC em ssions cap
accepted by Imation, is based on actual facility em ssions and
provides Imation with the flexibility to add and nodify
eni ssions units below the PAL | evel without triggering
traditional new source review requirenents.

Rule 37 is conprised of several of the nost critical
ternms and conditions fromthe Imation XL Final Project
Agreenment, a docunent that represents the intentions of al
parties to the agreenment but that is not |egally enforceable.
By incorporating these terns and conditions into a VCAPCD rul e
t hat the VCAPCD Board adopts and which is approved into the
California SIP, the main tenets of the FPA will be nade
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enf orceabl e by EPA, the State, and citizens. Rule 37

aut horizes the establishnent of a PAL at the Imation facility

and requires the source to maintain VOC em ssions bel ow t he

| evel of the PAL, requires the source to neet strict control

technology limts for facility nodifications, institutes

appropriate notification, record keeping, and reporting

requi rements, requires the source to follow specified

procedures for addi ng new equi prrent or nodifying existing

equi prent, and exenpts specified Imation activities from

VCAPCD Rul es 10 (Permts Required) and 26 (New Source Review).
Rule 37 is |limted in scope in that it only exenpts Imation

fromRules 10 and 26 for activities that are pre-approved by

and specified in Imation’s part 70 permt. Any activity that

is not specified in their part 70 permt will remain subject

to all existing District rules and regul ations, including

Rul es 10 and 26.

EPA believes that such revision of the SIP on a source-
specific basis for this XL Project is an appropriate exercise
of regulatory flexibility. The control technol ogy,
procedural, and other requirenents contained in the source-
specific SIP revision, in conjunction with Imation’s transfer
of VOC em ssion reduction credits (ERCs) to the District,
assure that any new construction or equi pnent nodification
al | owed under the source’s title V permit (in accordance with
Rule 37) will result in environmental performance that is at
| east equivalent to what woul d be achi eved under the existing
SIP. A nore detailed description of the contents of the
proposed site-specific SIP revision is provided bel ow.

Rul e 37 woul d exenpt Imation Camarillo fromtwo District
rul es, however, a nunmber of inportant requirenents fromthese
rules remain intact through their inclusion in the proposed
SIP revision. For exanple, Imation would be exenpt fromthe
VCAPCD s NSR program vyet the requirenent to apply appropriate
control technology to equi pnment installed or nodified at the
facility has been carried over as a key elenent of Rule 37.
Under the proposed revision, Imation would be required to
conduct a Best Avail able Control Technol ogy (BACT) anal ysis
for new construction or nodifications under this project and
to apply new or additional controls (e.g., a thermal or
catalytic oxidizer) if the existing controls at the facility
did not qualify as BACT. Also, for HAP-em tting new or
nodi fi ed equi prent, Rule 37 requires Imation to conduct a
Toxi cs Best Avail able Control Technol ogy (TBACT) anal ysis and
apply identified controls if such controls are not already in
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pl ace. The BACT/ TBACT requirenment provides an assurance that
any equi pnent that is nodified or newy installed as part of
this project at Imation Camarillo will have no | ess degree of
em ssions control than what it would have had under the
VCAPCD s current Sl P-approved NSR program'?

Rul e 37 also contains certain banking and offsetting
provi sions which are key to ensuring that activities at
lmation will be carried out in a manner that is at |east as
environnentally protective as what woul d have been required
under Rules 10 and 26. For exanple, Rule 37 requires that any
enm ssions banking is done in accordance with the provisions of
Rule 26. In addition, it requires Imation to provide offsets
for collateral em ssions of NOx, SOx, and PMfrom any air
pol lution control device. Rule 37 does not require offsets
for ROC em ssion increases below the | evel of the ROC PAL.
Offsets are not required for such em ssion increases because
the ROC PAL is based on actual facility em ssions so that any
em ssions increase below the PAL will not represent a net
em ssions increase. Rule 37 clearly provides that in the
event that Imation proposes to increase ROC eni ssions above
the PAL or actually exceeds the PAL, “then such em ssion
i ncrease shall be subject to Rule 26 and all other applicable
federal, state and District regulations and requirenents,”
including the Rule 26 offset requirenments.

Anot her inportant element of Rule 37 is a requirenent
that I'mation Camarillo conduct a tiered health risk assessnent
prior to inplenmenting any project that would increase
em ssions of an existing HAP or result in the em ssion of a
HAP not previously emtted by the facility. Moreover, the
assessnment nust denonstrate that the aggregate risk fromthe
facility, factoring in both the proposed new HAP em ssi ons and

1 Ventura's current SIP-approved NSR program was approved
by EPA in the early 1980's. Ventura inplenents their NSR
program according to updated rules (see District Rules 26-
26.10) they have adopted in the last few years and that they
have submtted to EPA for SIP approval. EPA is in the process
of evaluating Ventura s current NSR rules (revision dated
1/13/98) for SIP approval and expects to proceed with a
rul emaki ng in the upconm ng nonths. As such, this docunent
eval uates proposed Rule 37 against Ventura s current Rule 26,
which is nore stringent than their existing SIP-approved NSR
program
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the existing HAP em ssions, will not exceed specific human
health risk trigger |levels established by the VCAPCD.

Al t hough this requirement is not found in any of the SIP rules
fromwhich Imation Camarill o woul d be exenpted (SIP rules
address em ssions of criteria pollutants and generally do not
contain requirenents targeted specifically at HAPs), the
tiered health risk assessnent is a requirenent agreed to by
all parties and is witten in to the FPA for this project.

I nclusion of the tiered health risk assessnent requirenent in
Rule 37 makes it a condition that is enforceable by both EPA,

the State, and citizens. |In addition, it assures that
em ssions fromany Project XL-related new construction or
equi prent nodifications at Imation will result in risk levels

that are acceptabl e under VCAPCD gui del i nes.

Rule 37 also contains a fairly detailed set of procedures
that Imation Camarillo nmust follow in order to inplenent the
pre-approved activities that are at the core of this XL
project. These procedures are inportant because Imation wl|
not be subject to the VCAPCD new source review permtting
program for nost new construction and equi prent nodifications
at the facility. Under typical NSR permtting, |mation would
be required to apply to the District for an Authority to
Construct (ATC) and woul d negotiate with the District over the
details of their proposed project, prior to noving forward
with construction. Once constructed, Imation would then need
to apply to the District for a Permt to Operate (PTO) the new
equi pnment, once again negotiating with the District to reach
agreenent on the paranmeters of operation in order to assure
t hat the equi pnent is operated in accordance with al
appl i cabl e standards and regul ations. The ATC and PTO
approval processes would require a period of public and EPA
noti ce and revi ew.

The procedures in Rule 37 maintain some simlar steps,
but allow for a much nore stream ined process |eading to new
construction, equipnent nodification, and operation by |Imation
Camarillo. The key elenents of the procedures in Rule 37 are:
a requirement for Imation to provide, through their Project
XL- mandat ed nonthly report, at |east 30 days advance
notification of any new construction or equi pnent
modi fi cations; requirenents for VCAPCD approval of any tiered
health risk assessnent or BACT/ TBACT anal ysi s conduct ed
pursuant to a proposed new construction or equi pment
nodi fication (unless the facility’'s existing control device(s)
represent BACT/ TBACT and the estimated risk is over an order
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of magnitude | ower than the District’s | evel of concern,
approval of these anal yses nust be gained prior to
commencenent of any new construction or equi pnent

nodi fications); a requirement to provide operating and

engi neering details to VCAPCD prior to conmenci ng construction
of certain new control devices; and a requirenment for |mation
to apply for mnor nodifications to their title V permt in
specific instances where they have installed a new control
device. These procedures will allow Imation to take advant age
of the flexibilities inherent in this project, while ensuring
that a sufficient anmount of public notification and an
adequate | evel of oversight by VCAPCD and EPA are still in

pl ace.

Docunents included in the EPA docket for this review

1. Subm tted Rul e 37,

2. Ventura County APCD Staff Report for Rule 37;

3. | mati on Project XL Covenant, dated November 12, 1996;

4. Ventura County APCD Staff Report for Imation Covenant;

5. District Rule 10 (version 6/13/95);

6. District Rules 26-26.10 (version 1/13/98);

7. “Regul atory Reinvention (XL) Pilot Projects,” EPA s
solicitation of proposals and request for coment; 60 FR
27282, May 23, 1995;

8. “Regul atory Reinvention (XL) Pilot Projects,” EPA s
notice of nodifications to project XL; 62 FR 19872, April
23, 1997.



