ENVI RONVENTAL PROTECTI ON AGENCY
40 CFR Parts 52 and 98
[ FRL- XX- X- XXXX]

Federal Inplenentation Plans to Reduce the Regional
Transport of Ozone

AGENCY: Environnental Protection Agency (EPA).

ACTI ON:  Notice of Proposed Rul emaki ng (NPR)

SUVMARY: I n accordance with the Clean Air Act (CAA), EPA s
proposi ng Federal inplenentation plans (FIPs) that may be
needed if any State fails to revise its State inplenentation
plan (SIP) to conply with the nitrogen oxides (NQ) SIP cal
just pronul gated by EPA. The NQ, SIP call includes em ssion
budgets which are designed to elimnate specified anmounts of
em ssions of NQ--one of the precursors to ozone (snog)

pol lution--for the purpose of reducing NQ and ozone
transport across State boundaries in the eastern half of the
United States. This notice supplenents the shorter notice
of proposed rul emaking for the FIPs appearing separately in

t he Federal Reqister.

Ozone has | ong been recogni zed, in both clinical and
epi dem ol ogi cal research, to affect public health. There is
a w de range of ozone-induced health effects, including
decreased lung function (primarily in children active
outdoors), increased respiratory synptons (particularly in

hi ghly sensitive individuals), increased hospital adm ssions



and energency roomvisits for respiratory causes (anong
children and adults with pre-existing respiratory disease
such as asthma), increased inflammtion of the |lung, and
possi bl e I ong-term danmage to the | ungs.

Today’ s action to propose FIPs includes proposed rule
| anguage for certain stationary source categories and the
rel ated cost analyses. The FIP requirenents for stationary
sources include use of a Federal NQ, Budget Tradi ng Program
proposed in conjunction with a separate notice of proposed
rul emaki ng concerning petitions under section 126 of the
CAA. The FIP proposal is intended to achi eve the NQ,
em ssions reductions required by the NQ SIP call rul emaking
in the 23 jurisdictions, a portion of whose em ssions are
found to significantly contribute to nonattai nnment of the
ozone national anbient air quality standards (NAAQS), or
interfere with mai ntenance of the NAAQS, in downw nd States.
That final rule explains EPA's basis for determning
significant contribution to doww nd nonattai nnment or
mai nt enance probl ens.

For large boilers and turbines, EPA proposes to
promul gate a Federal NQ, Budget Trading Programto achieve
em ssions decreases in a cost-effective manner. The
proposed trading programw || allow the owners of boilers

and turbines the flexibility to develop their own conpliance



approach in order to achieve the needed ozone season

em ssions reductions. The proposed FIP al so includes
regul ati ons to decrease ozone season NQ, em ssions from

| arge stationary internal conbustion engines and cenent
manufacturing. The FIP would require em ssions decreases at
af fected sources by May 1, 2003. These reductions are
projected to be sufficient to achieve the em ssions |evels
in the statewi de NQ, em ssions budgets established in the
NQ, SIP call rule.

If a State adopts and submts to EPA an approvable SIP
revision in response to the NQ SIP call by Septenber 1999,
EPA woul d not promul gate this Federal programfor that State
at that tine. However, if a State fails to respond to the
NQ, SIP call by adopting and submting to EPA a conpl ete
revised SIP by Septenber 1999, EPA intends to take final
rul emaki ng action on the FIP imedi ately thereafter. In
addition, if a State submts a SIP that EPA does not find
approvabl e, EPA intends to pronulgate a FIP concurrently
with finalization of its disapproval of the SIP
DATES: Information on the coment period and hearing for the
FI P proposal appears in the shorter notice of proposed
rul emeking for the FIPs appearing separately in the Federal

Regi ster.

ADDRESSES: Docunents relevant to this matter are avail abl e



for inspection at the Air and Radi ati on Docket and

I nformation Center (6102), Attention: Docket No. A-98-12,
U.S. Environnental Protection Agency, 401 M Street SW Room
M 1500, Washi ngton, DC 20460, tel ephone (202) 260-7548,
between 8:00 a.m and 4:00 p.m, Monday through Friday,
excluding | egal holidays. A reasonable fee may be charged
for copying. Comments and data may al so be submtted

el ectronically by follow ng the instructions under
SUPPLEMENTARY | NFORVATI ON of this docunment. No Confidential
Busi ness Information (CBI) should be submtted through
e-mail.

FOR FURTHER | NFORMATI ON CONTACT: General questions
concerning today’'s action should be addressed to Doug G ano,
Ofice of Alr Quality Planning and Standards, Air Quality
Strategi es and Standards Division, MD 15, Research Triangle
Park, NC 27711, tel ephone (919) 541-3292. Please refer to
SUPPLEMENTARY | NFORVATI ON bel ow for a list of contacts for
specific subjects described in today’ s action.
SUPPLEMENTARY | NFORMATI ON:

Techni cal Anal yses

The Agency will ensure that all comments and techni cal
anal yses received on this proposal notice are nmade publicly
avai lable in the docket to this rul emaking.

Availability of Related |Information




The official record for this rulemaking, as well as the
public version, has been established under docket nunber A-
98-12 (including comments and data submitted electronically
as described below). A public version of this record,

i ncluding printed, paper versions of electronic comments,

whi ch does not include any information clainmed as CBI, is
avail able for inspection from8 a.m to 4 p.m, Mnday

t hrough Friday, excluding |egal holidays. The official

rul emeking record is |located at the address in “ADDRESSES’
at the beginning of this document. A copy of today’'s FIP
proposal notice is available at http://ww.epa. gov/ttn/oarpg
under "recent actions" and "actions sorted by CAA title"
(under title 1).

El ectronic comments can be sent directly to EPA at:

A- and- R- Docket @panai | . epa. gov. El ectronic comments nust be
submtted as an ASCI| file avoiding the use of special
characters and any formof encryption. Comrents and data
will also be accepted on disks in WrdPerfect in 5.1 file
format or ASCII file format. All comments and data in

el ectronic formnust be identified by the docket nunber A-
98-12. Electronic comments on this proposed rule may be
filed online at many Federal Depository Libraries.

The EPA has conducted a separate rul emaki ng action that

contains actions and information related to this NPR



"Finding of Significant Contribution and Rul emaki ng for
Certain States in the Ozone Transport Assessment G oup
Regi on for Purposes of Reducing Regi onal Transport of
Ozone," (see proposals at 62 FR 60318, Novenber 7, 1997; 63
FR 25902, May 11, 1998, and final rule just issued). This
rul emaki ng action is referred to as the NQ, SIP call.
Docunents related to the NQ SIP call rul emaking, including
the notice of final rul emaking, are available for inspection
in Docket No. A-96-56 at the address and tines given above.
In addition, the NQ SIP call rul emaki ng and associ at ed
docunents are | ocated at
http://ww. epa. gov/ttn/oarpg/otagsip. htm . The rul emaki ng
docket for the NQ SIP call contains information and
anal yses that are relied upon in today's proposal on the NQ
FIPs. Therefore, EPA is including by reference the entire
NQ, SIP call record for purposes of the NQ, FlIPs proposed
rul emeki ng. Al though EPA is including by reference the
entire NQ SIP call docket, the only portions that formthe
basis for the FIP rulemaking are the portions that address
feasibility and cost effectiveness of control neasures and
the projection of em ssions reductions that various control
measures woul d achi eve.

The EPA i s now conducting a separate rul emaki ng action

that contains actions and information related to this NPR



"Finding of Significant Contribution and Rul emaki ng on
Section 126 Petitions for Purposes of Reducing Interstate
Ozone Transport," (see advanced notice of proposed

rul emaki ng at 63 FR 24058, April 30, 1998, and the proposal

notice in a separate Federal Reqgister). This rul emaking

action is hereafter referred to as the section 126

rul emaki ng. Docunents related to the section 126

rul emaki ng, including the proposed rul emaki ng notice, are
avai l abl e for inspection in Docket No. A-97-43 at the
address and tines given above. A copy of the section 126
proposal notice is available at http://ww.epa. gov/ttn/oarpg
under "recent actions" and "actions sorted by CAA title"
(under title 1).

Addi tional information relevant to this NPR concerning
the Ozone Transport Assessnent G oup (OTAG is available on
the Agency's O fice of Air Quality Planning and Standards
(OQAQPS) Technol ogy Transfer Network (TTN) via the web at
http://ww. epa.gov/ttn/. |f assistance is needed in
accessing the system call the help desk at (919) 541-5384
in Research Triangle Park, NC. Docunents related to OTAG
can be downl oaded directly from OTAG s webpage at
http://ww. epa. gov/ttn/otag. The OTAG s technical data are
| ocated at http://ww.iceis.ntnc. or g/ OTAGDC.

For Additional |nformation




For | egal questions, please contact Aney Marrell a,
United States Environnental Protection Agency, Ofice of
Ceneral Counsel, 401 M Street SW MC-2344, Washi ngton, DC
20460, tel ephone (202) 260-7987. For questions concerning
the econom c anal yses, please contact Scott Mathias, Ofice
of Alr Quality Planning and Standards, Air Quality
Strategi es and Standards Division, MD 15, Research Triangle
Park, NC 27711, tel ephone (919) 541-5310. For questions
concerning the tradi ng program please contact Kevin
Culligan, Ofice of Atnospheric Prograns, Acid Rain
Di vi sion, MZ6201J, 401 M Street SW Washi ngton, DC 20460,
t el ephone (202) 564-9172. For questions concerning non-
electric utility generating units, please contact Doug
Grano, Ofice of Air Quality Planning and Standards, Ar
Quality Strategies and Standards Division, M>15, Research
Triangl e Park, NC 27711, tel ephone (919) 541-3292.
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Sunmmary

In accordance with the CAA EPA today proposes FlIPs

that nmay be needed if any State fails to revise its SIP to
conply with the NQ, SIP call just promul gated by EPA. The
NQ, SIP call final rulemaking notice and support material in
t hat docket should be reviewed for background information
relevant to this FIP action. The NQ, SIP call includes

em ssi on budgets which are designed to elimnate specified
anmounts of em ssions of NQ--one of the precursors to ozone
(srmog) pollution--for the purpose of reduci ng NQ and ozone
transport across State boundaries in the eastern half of the
United States.

Today's action is a proposed FIP under section 110(c)
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intending to neet requirenents inposed by the NQ, SIP call
final rule under section 110(a)(2)(D) and section 110(k)(5)
for the 1-hour ozone NAAQS, coupled with a requirenent under
section 110(a)(1) for subm ssion of SIP provisions neeting
the requirenents of section 110(a)(2)(D) for the 8-hour
ozone NAAQS. In the NQ SIP call, EPA has found that

em ssions from 23 jurisdictions contribute significantly to
ozone nonattai nment probl ens downw nd and has required those
jurisdictions to submt SIP provisions that elimnate those
em ssions through any conbinati on of control neasures. |If
EPA finds that a State has not submtted the required plan
revision, EPA is required to prormulgate a FIP in accordance
with section 110(c).

Ozone has | ong been recogni zed, in both clinical and
epi dem ol ogi cal research, to affect public health. There is
a w de range of ozone-induced health effects, including
decreased lung function (primarily in children active
outdoors), increased respiratory synptons (particularly in
hi ghly sensitive individuals), increased hospital adm ssions
and energency roomvisits for respiratory causes (anong
children and adults with pre-existing respiratory di sease
such as asthma), increased inflammtion of the |ung, and
possi bl e | ong-term damage to the | ungs.

Today’ s action to propose FIPs includes proposed rule
| anguage establishing the em ssions requirenents for certain

stationary source categories and the cost anal yses
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supporting the proposal. The FIP requirenents for
stationary sources include use of a Federal NQ, Budget

Tradi ng Program proposed in a separate Federal Register

concerning petitions under section 126 of the CAA. The FIP
proposal is intended to achieve the NQ em ssions reductions
required by the NQ SIP call rulemaking in the 23
jurisdictions, a portion of whose em ssions are found to
significantly contribute to nonattai nment of the ozone
NAAQS, or interfere with mai ntenance of the NAAQS, in
downwi nd States. The NQ, SIP call final rule explains EPA s
basis for determ ning significant contribution to downw nd
nonat t ai nnent or mai ntenance problenms. Specifically, the 23
jurisdictions with sources whose em ssi ons have been found
to make a significant contribution to downw nd nonattai nnent
for both the 1-hour and 8-hour NAAQS and interfere with

mai nt enance of the 8-hour NAAQS, and are, therefore, the
subject of this FIP proposal, are:

Al abanma
Connect i cut

Del awar e
District of Col unbia
Ceorgi a
[11inois

| ndi ana

Kent ucky
Mar yl and
Massachusetts
M chi gan

M ssouri

New Jer sey

New Yor k

North Carolina
Chio

Pennsyl vani a

13



Rhode | sl and
Sout h Carolina
Tennessee
Virginia

West Virginia
W sconsi n.

For large boilers and turbines, EPA proposes to
promul gate a Federal NQ, Budget Tradi ng Program proposed in

a separate Federal Register concerning petitions under

section 126 of the CAA, to achieve em ssions decreases in a
very cost-effective manner. The proposed tradi ng program
will allow the owners of boilers and turbines the
flexibility to develop their own conpliance approach in
order to achieve the needed ozone season em ssions
reductions. The FIP proposal also includes regulations to
decrease ozone season NQ, em ssions fromstationary interna
conbustion engi nes and cenent manufacturing. These

em ssions reductions requirenents are to be achi eved by My
1, 2003.

In order to neet the requirenents of section 110(c),
this notice proposes a FIP for each of the 23 jurisdictions
required by the NQ SIP call to reduce em ssions of NQ.

The proposed FIP requirenents for each of the 23
jurisdictions are identical. Thus, the term“FIP" or “FlIPs”
as used in this notice refers to one set of requirenents
that is proposed for each of 23 jurisdictions. Final

rul emaki ng on the proposed FIPs may address only one State

or may address several of the 23 jurisdictions, depending on
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how the 23 jurisdictions respond to the NQ, SIP call.

The FI P rul emaki ng does not invite coments on issues
covered in the NQ SIP call, including sections Il, EPA' s
Anal yti cal Approach; 111, Determ nation of Budgets; 1V, Ar
Quality Assessnent; and V, NQ Control I|nplenentation and
Budget Achi evenent Dates, except for the portions of those
sections that address the feasibility and cost effectiveness
of control neasures and the projections of the em ssions
reductions that various control neasures would achieve. The
reader is referred to the NQ SIP call for explanation of
t he issues.

If a State adopts and submts to EPA an approvable SIP
revision in response to the NQ SIP call by Septenber 1999,
EPA woul d not promul gate this Federal programfor that State
at that tinme. However, if a State fails to respond to the
NQ, SIP call by adopting and submtting to EPA a conplete
revised SIP by Septenber 1999, EPA intends to take final
rul emaki ng action on the FIP imedi ately thereafter. In
addition, if a State submts a SIP that EPA does not find
approvabl e, EPA intends to pronulgate a FIP concurrently
with finalization of its disapproval of the SIP. For nore
information on the rationale for and requirenments of the NQ
SIP call final rule, see the final rul emaking notice as well
as the proposal notices and support docunents contained in
t he docket for that rule and section I, Background, of this

noti ce.
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Today’ s notice provides background information in
section |1, covering relevant portions of the CAA and the
NQ, SIP call final rule. Section Ill explains EPA' s duty to
develop the FIPs, the timng of the FIP process, and how t he
FIPs interface with sanction provisions in the CAA as well
as with EPA's “transitional areas” policy under the new 8-
hour ozone standard. |In section IV, EPA describes how the
rule requirenents contained in the FIP proposal are designed
to meet the em ssions decreases required by the NQ SIP
call. Em ssions reporting requirenents are described in
section V. The Federal NQ, Budget Trading Programis
addressed in section VI. Regulations covering stationary
sources not in the trading programare outlined in section
VII. Section VIII covers several admnistrative
requi renents, including the Regulatory |npact Anal yses
associated wwth the FIP. Finally, the rule contains
proposed regul ati ons which are designed to neet the
em ssions decreases required by the NQ SIP call.

1. Background
A. History

For al nost 30 years, Congress has focused najor efforts
on curbing ground-level (tropospheric) ozone. In 1990,
Congress anended the CAA to better address, anong ot her
t hi ngs, continued nonattai nnent of the 1-hour ozone NAAQS,

the requirenents that would apply if EPA revised the 1-hour
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standard, and transport of air pollutants across State
boundari es.

The 1990 Anendnents refl ect general awareness by
Congress that ozone is a regional, and not nerely a | ocal,
problem Ozone and its precursors may be transported | ong
di stances across State lines to conbine with ozone and
precursors downw nd, thereby worsening the ozone probl ens
downwi nd. This transport phenonenon is a major reason for
t he persistence of the ozone problem notw thstanding the
i nposition of nunerous controls, both Federal and State,
across the country.

Section 110(a)(2)(D) provides one of the nost inportant
tools for addressing the problemof transport. This
provi sion, which applies by its terms to all SIPs for each
pol l utant covered by a NAAQS, and for all areas regardl ess
of their attai nment designation, provides that a SIP nust
contain provisions prohibiting its sources fromcontributing
significantly to nonattai nment problens in or interfering
wi th mai nt enance by downwi nd States. Section 110(k)(5)
authorizes EPA to find that a SIP is substantially
i nadequate to neet any CAA requirenent. It further
authorizes EPA to require a State with such a SIP to submt,
within a specified period, any SIP revision necessary to
correct the inadequacy.

The CAA further addresses interstate transport of

pollution in section 126, which Congress clarified in 1990.
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Subpar agraph (b) of that provision authorizes each State (or
political subdivision) to petition EPA for a finding that
em ssions from"any maj or source or group of stationary
sources" in an upwi nd State contribute significantly to
nonattai nment in, or interfere with maintenance by, the
downwi nd State.

In addition, in 1995, the Environnmental Council of
States (ECOS) and EPA organi zed the OTAG The OTAG was a
partnership anong EPA, the 37 easternnost States and the
District of Colunbia, industry representatives and
environnental groups. This effort created an opportunity
for the devel opnent of an Eastern United States ozone
strategy to address transport and to assist in attai nment of
t he 1-hour anbient ozone standard. The EPA believes that
t he OTAG process has been invaluable in denonstrating the
types of regional ozone precursor reductions that are needed
to enable areas in the Eastern United States to attain and
mai ntain the anbient air quality standards for ozone.

Shortly after OTAG began its work, EPA began to
indicate that it intended to issue a NQ SIP call to require
States to inplenment the reductions necessary to address the
ozone transport problem On January 10, 1997 (62 FR 1420),
EPA published a Notice of Intent that articulated this goal
and indicated that before taking final action, EPA would
carefully consider the technical work and any

recommendati ons of OTAG  The EPA just conpleted final
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rul emeki ng on the NQ SIP call and established em ssions
budgets for NQ, that each of the identified States nmust neet
t hrough enforceable SIP neasures. The NQ SIP call is
summarized later in section II.E of this notice.
B. Ozone I npacts
G ound-| evel ozone, the main harnful ingredient in
snog, is produced in conplex chemcal reactions when its
precursors, volatile organic conpounds (VOC) and NQ, react
in the presence of sunlight. The chem cal reactions that
create ozone take place while the pollutants are being bl own
through the air by the wind, which neans that ozone can be
nore severe many mles away fromthe source of em ssions
than it is at the source. At ground |level, ozone can cause
a variety of ill effects to human health, crops and trees.
Specifically, ground-level ozone induces the follow ng
heal th effects:
> Decreased lung function, primarily in children
active outdoors,
> I ncreased respiratory synptons, particularly in
hi ghly sensitive individuals,
> Hospital adm ssions and energency roomyvisits for
respiratory causes, anong children and adults with
pre-existing respiratory di sease such as ast hma,
> I nfl ammation of the |ung,
> Possi bl e | ong-term danage to the | ungs or even

deat h.
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Detailed informati on on the benefits and costs of
changes in NQ em ssions is contained in the Regul atory
| npact Analysis (RIA) contained in the NOx SIP call docket,
whi ch al so serves as the RIA for the FIP proposal. 1In
addition to helping attain public health standards for
ozone, decreases in em ssions of NQ are hel pful in reducing
aci d deposition, greenhouse gases, nitrates in drinking
wat er, stratospheric ozone depl etion, excessive nitrogen
| oadings to aquatic and terrestrial ecosystens, and anbi ent
concentrations of nitrogen dioxide, particulate matter and
toxics (see “Nitrogen Oxides: Inpacts on Public Health and
t he Environnment,” EPA-452/R-97-002, August 1997.)
C. New Ozone NAAQS

On July 18, 1997 (62 FR 38856), EPA issued its final
action to revise the NAAQS for ozone. The EPA' s decision to
revise the standard was based on the Agency’s review of the
avai l abl e scientific evidence |inking exposures to anbi ent
ozone to adverse health and welfare effects at |evels
al l oned by the pre-existing 1l-hour ozone standards. The 1-
hour primary standard was replaced by an 8-hour standard at
a level of 0.08 parts per mllion (ppm, wth a form based
on the 3-year average of the annual fourth-highest daily
maxi mum 8- hour average ozone concentration neasured at each
monitor wwthin an area. The new primary standard w ||
provi de increased protection to the public, especially

children and other at-risk popul ati ons, against a w de range
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of ozone-induced health effects. The EPA retained the
applicability of the 1-hour NAAQS for existing nonattai nnment
areas until such tinme as EPA determ nes that an area has
attai ned the 1-hour NAAQS (40 CFR 50.9). The new standard
results in nore areas and | arger areas with nonitoring data
i ndi cating nonattainnent. Thus, it will be even nore
critical to inplenent regional control strategies which wll
el imnate specified anmobunts of em ssions of NG which would
ot herwi se be transported across State boundaries into areas
in violation of the new standard.
D. Section 126 Petitions

On August 14-15, 1997, EPA received eight section 126
petitions submtted individually by ei ght Northeastern
States. The petitioning States are Connecticut, Mine,
Massachusetts, New Hanpshire, New York, Pennsylvania, Rhode
| sl and, and Vernont. Each petition requests EPA to nmake a
finding that sources in certain categories of stationary
sources in upw nd States emt or would emt NQ in violation
of the prohibition in section 110(a)(2)(D)(i) on em ssions
that contribute significantly to nonattainnment, or interfere
wi th mai ntenance, in the petitioning State. Al of the
petitions seek a finding and relief under the 1-hour
st andard; Massachusetts, Pennsylvania, and Vernont al so seek
a finding and relief with respect to the 8-hour standard.

The petitions vary as to the type and geographic
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| ocation of the source categories identified as significant
contributors. All the petitions identified source
categories; sone petitions also provided |lists of sources
within the specified categories. The source categories
include electric generating plants, fossil fuel-fired

boil ers and ot her indirect heat exchangers, and certain
other related stationary sources that emt NQ. Al the
petitions target sources in the Mdwest; sone al so target
sources in the South and Nort heast.

In a separate rul emaking, EPA is proposing to make a
technical determnation that certain major stationary source
categories identified in the section 126 petitions are
significantly contributing to nonattainnment in, or
interfering with mai ntenance by, one or nore petitioning
State (hereafter referred to as a positive or affirmative
technical determnation). On the basis of the proposed
affirmative technical determ nation, EPA is proposing that
the petitions nam ng these sources and source categories be
granted or denied, at certain |ater dates, pending certain
actions by the States and EPA regarding State submttals and
FIPs in response to the final NQ SIP call. The schedule
and conditions under which the applicable final findings on
the petitions would be triggered are discussed in that
proposal notice. For information on the interaction of the
section 126, FIP, and NQ, SIP call actions, see the section

126 proposal notice, section II.A 2.
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E. NQ SIP Call

The EPA proposed the NQ, SIP call on Novenber 7, 1997
(62 FR 60318), issued a supplenental notice on May 11, 1998
(63 FR 25902), and just issued a final rulenmaking. In that
action, EPA determ ned that NQ, em ssions from sources and
emtting activities in 23 jurisdictions significantly
contribute to nonattai nnent of the 1-hour and 8-hour ozone
NAAQS, or interfere with mai ntenance of the 8-hour NAAQS, in
one or nore downw nd States throughout the Eastern United
States. The EPA based these proposals on data generated by
OTAG public comments, and other relevant infornmation.

The NQ, SIP call requires that the 23 jurisdictions
adopt and submt by Septenber 24, 1999, renedial SIP
revisions. The 23 jurisdictions are: Al abama, Connecti cut,
Del aware, District of Colunbia, Georgia, Illinois, I|Indiana,
Kent ucky, Massachusetts, Maryland, M chigan, M ssouri, North
Carolina, New Jersey, New York, Chio, Pennsylvania, Rhode
| sl and, South Carolina, Tennessee, Virginia, West Virginia,
and Wsconsin. The SIP revisions nust contain neasures that
wi |l assure that sources in the State reduce their NQ
em ssions sufficiently to elimnate the anounts of NQ
em ssions that contribute significantly to nonattai nnment, or
that interfere with mai ntenance, downw nd. By elimnating
t hese anmounts of NQ, em ssions, the control nmeasures w ||
assure that the remaining NQ em ssions will not exceed the

| evel that EPA identifies in the NQ SIP call as the State’s
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NQ, em ssions budget. After prohibiting the significant
anpunts of NQ, the remaining anounts emtted by sources in
the covered States will not “significantly contribute to
nonattai nnment, or interfere with maintenance by,” a downw nd
State, under section 110(a)(2)(D) (i) (l).

For purposes of the FIP rul emaking, the reader is
encouraged to review the NQ SIP call final rul emaking,
which is organized as follows: section Il.C, Weight-of-
Evi dence Determ nation of Covered States, describes how EPA

determ ned which States include sources that emt NQ in

anounts of concern (the “covered” States); sections |1.D
Cost Effectiveness of Em ssion Reductions; Il.E Conparison
of Upwi nd and Downw nd Costs; and Ill, Determ nation of

Budgets, descri be how EPA determ ned the significant anmounts
of em ssions and the resulting statew de em ssions budgets
for the States identified above. Section IV, Air Quality
Assessnent, discusses air quality anal yses conducted by EPA
to help confirmthe decisions and requirenents set forth in
this rul emaking. Section V, NQ Control Inplenentation and
Budget Achi evenent Dates, primarily discusses the dates by
which (1) the States nmust submt SIP revisions in response
to today’s action, (2) the sources nust inplenment the
required SIP controls, and (3) the States nmust achieve the
requi red budget |levels. Section VI, SIP Criteria and

Em ssi ons Reporting Requirenents, describes the SIP

requi renents thensel ves.
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The SIP requirenments permt each State to determ ne
what neasures to adopt to prohibit the significant anmounts
and, hence, neet the necessary em ssions budget. Consistent
with OTAG s recomrendati ons to achi eve NQ, em ssions
decreases primarily fromlarge stationary sources in a
tradi ng program EPA encourages States to consider electric
generating and non-electric generating boiler and turbine
controls under a cap-and-trade programas a highly cost-
effective strategy. The recommended cap-and-trade program
is described in nore detail in section VII, NQ Trading
program Section VIII, Interaction with Title IV NQ Rul e,
describes the relationship between this rul emaki ng and the
title IV NQ rule. The remaining parts of the NQ SIP call
i nclude section I X, Nonozone Benefits of NQ Reductions, and
section X, Admnistrative Requirenents.

I11. FIP Process
A. Legal Franmework

The Adm nistrator is required to pronulgate a FIP
within 2 years of: (1) finding that a State has failed to
make a required submttal, (2) finding that a submttal
recei ved does not satisfy the m nimum conpl eteness criteria
est abl i shed under section 110(k)(1)(A), or (3) disapproving
a SIP submttal in whole or in part. Section 110(c)(1)
mandat es EPA pronul gati on of a FIP unl ess EPA has approved,

within the 2-year tinme period, a SIP revision that corrects
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the deficiency identified by EPAin its NQ SIP call.
The 1990 Anendnents nmake explicit a principle that was
inplicit in the preceding Act--that a FIP corrects or fills

a voidin a deficient State plan. The amended CAA defines a

FIP as a plan to fill a gap or "correct all or a portion of
an inadequacy in a State inplenentation plan.” (42 U S.C
7602(y) (Supp. 1l1. 1990) (enphasis added).) Wen forced by

a State planning delinquency to pronulgate a FI P, EPA has
w de-rangi ng authority under section I10(c) to fill the gaps
left by the State failure. The EPA's authority to prescribe
FIP measures is of three types. First, EPA may pronul gate
any neasure which it is expressly permtted to i ssue under
any circunstances pursuant to pre-existing i ndependent
statutory authority--for exanple, explicit provisions of
title I'l. That is, EPA may pronul gate any neasure which it
has authority to issue in a non-FIP context, w thout
reliance on section 110(c). Second, EPA may invoke section
110(c)'s general FIP authority and act to cure a planning
i nadequacy in any way not clearly prohibited by statute.
Third, under section 110(c), the courts have held that EPA
may exercise all authority that the State may exerci se under
t he Act.

The second type of authority, EPA' s general authority
under section 110(c), is essentially renedial, and EPA has
broad power under that section to cure a defective State

plan. Thus, in pronulgating a FIP, EPA may exercise its
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own, independent regul atory authority under the CAA in any
way not clearly prohibited by an explicit provision of the
Act. Wen EPA has promul gated a FIP, courts have not
required explicit authority for specific nmeasures: "W are
inclined to construe Congress' broad grant of power to the
EPA as including all enforcenent devices reasonably
necessary to the achi evenment and mai ntenance of the goals

established by the legislation.”™ (South Term nal Corp. v.

EPA, 504 F.2d 646, 669. (1st Cr. 1974)). See also Gty of

Santa Rosa v._EPA, 534 F.2d 150, 153-154 (9th G r. 1976)

(uphol ding the Adm nistrator's authority to pronulgate a FIP
I nposi ng gas-rationing in Los Angel es on a nmassive scale).
"The authority to regulate pollution carries with it the
power to do so in a manner reasonably cal culated to reach
that end." |1d. at 155.

In addition, when a State's failure to discharge the
primary responsibility to protect its air quality conpels
EPA to assune this task, the powers of the defaulting State
accrue to EPA. As the Ninth Crcuit recently held, when EPA
acts in place of the State pursuant to a FIP under section
[10(c), EPA "stands in the shoes of the defaulting State,
and all of the rights and duties that woul d ot herw se fal

to the State accrue instead to EPA," Central Arizona Water

Conservation District v. EPA, 990 F.2d 1531, at 1541 9th

Cr. 1993). The First Grcuit, in an early FIP case,

agr eed:
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the Adm ni strator nust pronul gate pronptly
regul ati ons setting forth “an inplenentation plan
for a State should the State itself fail to
propose a satisfactory one. The statutory schene
woul d be unworkable were it read as giving to EPA
when pronul gating an inplenentation plan for a
State, |ess than those necessary neasures all owed
by Congress to a State to acconplish Federal clean
air goals. W do not adopt any such crippling
interpretation.

South Term nal Corporation v. EPA 504 F.2d 668 (1st Cr
1974) .

B. Timng of FIP Action

As described in the NQ SIP call final rulemaking and
summarized in section II.E of this notice, EPAis requiring
specific States to devel op, adopt and submt revisions to
their SIPs by Septenber 1999. As part of the NQ SIP call
rul emaki ng, EPA received a few comments supporting the
position that EPA should propose FIPs at the sane tine as
taking final action on the NQ SIP call rul emaking. The
Agency al so received a few comments suggesting it was nore
appropriate to delay the FIP proposal until sonme tinme after
the States have had tinme to respond to the NQ SIP call
rul emeki ng. As described in that final notice, EPA agreed
with certain commenters that the timng of the FIP proposa
shoul d allow for promulgation in tinme to require NQ
em ssions reductions by sources at about the sane tinme, both
in States that conply with the NQ SIP call and States that
do not. Under a delayed FIP proposal approach, industry in
t he non-conplying States m ght experience an unfair
conpetitive advantage over industry in States which el ected
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to reduce their NQ, em ssions and reduce interstate
transport of ozone and ozone precursors in an earlier
timeframe, consistent with the requirements of the NQ, SIP
call rulemaking. More inportantly, delaying the FIP
proposal woul d del ay reductions of ozone pollution and NQ,
em ssions in the non-conplying States which woul d
unnecessarily jeopardi ze public health. Therefore,
proposing a FIP today will ensure that EPA can pronulgate a
FI P soon after the time the SIPs are due, in the event of
any State’'s failure to conply.

The EPA views seriously its responsibility to address
the issue of regional transport of ozone and ozone precursor
em ssions. Decreases in NQ em ssions are needed in the
States named in the NQ SIP call rul emaking to enable the
downwi nd States to develop and i nplenent plans to achieve
the NAAQS in order to achieve clean air for their citizens.
Thus, although the CAA allows EPA up to 2 years to
pronmul gate a FIP after a finding of a State’'s failure to
submt a conplete, approvable plan, EPA intends to expedite
the FIP pronmulgation to hel p assure that the downw nd States
realize the air quality benefits of regional NQ reductions
as soon as practicable. This is consistent with Congress’
intent that attainnent occur in these downw nd nonattai nnment
areas “as expeditiously as practicable” (sections 181(a),
172(a)). Therefore, EPA is proposing FIPs today in

conjunction with final action on the NQ SIP call.
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Furthernore, EPA intends to make a finding and promul gate a
FIP imredi ately after the SIP submttal due date for each
upw nd State that fails to submt a conplete SIP that neets
the ternms of the NQ SIP call. The EPA also intends to
approve expeditiously SIP revisions that neet the NQ SIP
call rulemaking requirenents. For States that fail to nake
the required submttal or fail to submt a conplete SIP
revision response, EPA would pronmulgate a FIP as descri bed
in the above section. Were the SIP is conplete but EPA

di sapproves it, EPA would also pronulgate a FIP. The EPA

intends to nove quickly to pronmulgate a FI P where necessary.

In order to nmeet the requirenents of section 110(c),
this notice proposes a FIP for each of the 23 jurisdictions
required by the NQ SIP call to reduce em ssions of NQ.

The proposed FIP requirenments for each of the 23
jurisdiction are identical. Final rulemaking on the
proposed FIPs may address only one State or may address
several of the 23 jurisdictions, depending on how the 23
jurisdictions respond to the NQ SIP call.

C. FIP Control Measures

In contrast to the SIP process--where selection and
i npl enmentation of control nmeasures is the primry
responsibility of the State--in the case of a FIP, it is
EPA's responsibility to select the control nmeasures for each
source sector and assure conpliance with those neasures.
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Thus, while the FIP woul d be designed by EPA to achieve the
same total statew de em ssions decrease as that described in
the NQ SIP call, the specific control neasures assigned in
the FIP could be different fromwhat a State m ght choose.

In selecting the specific control neasures for the FIP
EPA used the sane nethod used in the NQ SIP call for
calculating the required em ssions reductions. As in the
NQ, SIP call, the FIP rules proposed in this notice require
t he sane anount of em ssions reduction fromthe source
categories to which highly cost-effective nmeasures can be
applied. See the discussion in section IIl, Determ nation
of Budgets, of the NQ SIP call. The EPA is including by
reference the technical basis and supporting rationale for
EPA' s conclusions as to the highly cost-effective strategy
devel oped for the NQ SIP call budgets.
D. Authority to Order the State to Inplenent Specific
Measur es

The EPA's authority to pronulgate neasures in a FIP
which require the State to enact |egislation or expend State
funds may be sonewhat |limted under prior case law. In
general, EPA may require the State to inplenent FIP
measures, including requirenents for |egislation and
expenditure of funds, if the measures affect the pollution-
creating activities of the State. However, in Brown v. EPA,

521 F.2d 827 (9th Cr. 1975), vacated on other grounds, 431
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US 99 (1977) (Brown), the court held that section 113 of
the CAA did not provide statutory authority for EPA to bring
an enforcenent action against the State (or other nmuni ci pal
authority) for failing to inplenment a notor vehicle

i nspection and mai nt enance program The court reasoned that
t he CAA authorized Federal enforcement if the State did not
i npl ement regul ations to control its own pollution creating
activities, "but not against a State that chooses not to
govern polluters as the Admnistrator directs.” |1d. at 832.
In a subsequent decision, the court rejected EPA s argunent
t hat ownership of the roads and hi ghways nade the State
responsible for the pollution created fromtheir use (Brown
v. EPA, 566 F.2d 665 (9th Cr. 1977), vacated on ot her
grounds, 431 U. S. 99 (1977)).

The sane court, however, held in Gty of Santa Rosa v.

EPA, 534 F.2d 150 (9th Cr. 1976), that the EPA nay require
gas rationing under its FIP authority. The court found that
the Adm nistrator of EPA has authority to limt gas delivery
toretail outlets and may require the citizens of the State
to curtail their gas usage. The FIP nmeasure in Gty of

Santa Rosa did not require the State to inplenent the gas

rationi ng schene, and the court distinguished Brown because
the petitioners had challenged the effect of gas rationing,
not EPA's authority to order rationing. 1d. at 155.

The Brown holding was simlarly distinguished and

limted by the Sixth Crcuit Court of Appeals in United
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States v. Ohio Departnent of H ghway Safety, 635 F.2d 1195

(6th Cr. 1980). The court upheld EPA s enforcenent agai nst
the State under section 113 of the CAA for registering notor
vehi cl es which did not pass an inspection and mai nt enance
program pronul gated by EPA. The court held that the State
was interfering wth EPA s inplenmentation of a neasure that
had been promul gated under its Federal authority. See also

Pennsyl vania v. EPA, 500 F.2d 246 (3d G r. 1974).

The court in Brown did not reach constitutional issues
rai sed under the comerce clause. It is unclear, but
unlikely, that requiring the State to inplenent FIP neasures
whi ch mandate | egislation and expenditure of funds would be

struck down under the comerce clause. See @Grcia v. San

Antonio Metropolitan Transit Authority, 469 U S. 528 (1985)
(hol ding that the Federal governnment may require States to
pay m ni nrum wages and overtinme pursuant to the Fair Labor
Standards Act). However, even assum ng that the commerce

cl ause poses no such obstacle, nothing in the enactnent of
the 1990 Anendnents casts doubt on the continued vitality of
the Brown holdings with respect to the statutory limts on
EPA's FIP authority. Thus, the constraints di scussed above
still apply. 1In short, EPA may require the State to

| egi sl ate or expend funds that affect the State's own
pollution creating activities. Although EPA may not require
the State to legislate or spend noney to govern the

pollution creating activities of others, EPA may pronul gate
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and i npl enment such neasures directly in a FIP, and the State
may not interfere with EPA's enforcenent of those neasures.
Wi |l e EPA may not have the authority to require States
to enact legislation or expend State funds to inpl enment
control neasures, beyond those required to reduce em ssions
generated by the State itself, EPA believes that title V of
the CAArequires a State to include all applicable
requi renents, including requirenents of a FIP, in the title
V permt. The regulations governing State permtting under
title V define an “applicable requirenent,” which nust be
reflected in atitle V operating permt, as including “[a]ny
standard or other requirenent provided for in the applicable
i npl enent ati on plan approved or promul gated by EPA through
rul emeki ng under title | of the CAA that inplenents the
rel evant requirenents of the Act, including any revisions to
the plan pronulgated in part 52 of this chapter” (40 CFR
70.2). Since today’s proposed rule is being promul gated
under title I (i.e., under section 110), both the
requi renents of the Federal trading program (part 97) and
the rul es governing stationary internal conbustion engines
and cenent plants (part 98) are applicable requirenents
under 40 CFR 70.2 and nust be reflected in the title V
operating permt of any sources affected by this rul emaking
that are required to have such a permt.

E. Section 105 Grants



The EPA provides annual funding to States under section
105 of the CAA to carry out Act-related progranms. \Were a
State fails to adequately respond to the NQ SIP call, EPA
nmust adopt and inplenent a FIP. 1In such cases, the Agency
will withhold all or a portion of the State’s section 105
allotnment to the extent necessary to inplenment the FIP
provi si ons promul gated by EPA and in accordance with the
procedural requirenents of section 105.
F. Findings of Failure

As noted in section IIl.A of this notice, EPAis
required to promulgate a FIP after finding that a State has
failed to adequately respond to a NQ SIP call. [If EPA
makes such a finding, it would be a final Agency action but
woul d not be subject to the notice-and-coment requirenents
of the Adm nistrative Procedure Act (APA), 5 U S.C. 553(b).
The EPA believes that because of the [imted tine provided
to make findings of failure to submt and findings of
i nconpl et eness regarding SIP subm ssions or elenents of SIP
subm ssion requirenents, Congress did not intend such
findings to be subject to notice-and-coment rul emaki ng.
However, to the extent such findings are subject to
noti ce-and- comment rul emaki ng, EPA intends, consistent with
past practice (for exanple, 61 FR 36294), to invoke the good
cause exception pursuant to the APA, 5 U . S.C. 553(b)(3)(B)
Notice and conment are unnecessary because no significant

EPA judgnment is involved in making a nonsubstantive finding
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of failure to submt elenents of SIP subm ssions required by
the CAA. Furthernore, providing notice and coment woul d be
i npracticabl e because of the limted tinme provided under the
statute for making such determnations. Finally, notice and
coment woul d be contrary to the public interest because it
woul d di vert agency resources fromthe critical substantive
review of conplete SIPs. See 58 FR 51270, 51272, (Cctober
1, 1993); 59 FR 39832, 39853 (August 4, 1994).
G  Sanctions

If a State fails to submt the required SIP provisions,
the CAA provides for EPAto issue a finding of State failure
under section 179(a). (EPA is using the phrase “failure to
submt” to cover both the situation where a State nakes no
subm ssion and the situation where the State nakes a
subm ssion that EPA finds is inconplete in accordance with
section 110(k)(1)(B) and 40 CFR part 51, Appendix V.) Such
a finding starts an 18-nonth sanctions clock; if the State
fails to make the required submttal which EPA determnes is
conplete within that period, one of two sanctions wl|
apply. If 6 nonths after the sanction is inposed, the State
still has not nmade a conplete submttal, the second sanction
will apply. The two sanctions are: a requirenent that new
or nodified sources subject to a section 173 new source
revi ew program obtain reductions in existing emssions in a
2:1 ratio to offset their new em ssions and w t hhol di ng of

certain Federal highway funds, (section 179(b)). These
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requirenents are in addition to EPA's FIP obligation
descri bed above.
H. Transi ti onal Areas

As described in the Novenber 7, 1997 NQ, SIP call
proposal notice, the Presidential D rective includes goals
of early attainment of the health-based ozone standards
while m nimzing planning and regul atory burdens for State
and | ocal governnents and busi nesses where air quality
problens are regional in nature. To achieve these goals,
the inplenmentation plan includes a policy for areas that
attain the 1-hour standard but not the new 8-hour standard
in which EPAwll follow a flexible inplenentati on approach
t hat encourages cl eaner air sooner, responds to the fact
that ozone is a regional as well as |ocal problem and
el i m nat es unnecessary planning and regul atory burdens for
State and | ocal governnents.

A primary el enent of the policy will be the
est abl i shnment under section 172(a)(1l) of the CAA of a
special “transitional” classification both for areas that
participate in the NQ regional strategy proposed in this
rul emaki ng and for those that opt to submt early plans
addressing the new 8-hour standard. See the NQ, SIP cal
NPR (Novenber 7, 1997) and the Presidential Directive for
detail ed di scussions about the transitional classification.
On August 18, 1998, EPA issued proposed gui dance for public

comment to explain the inplenentation policy in further
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detail and to provide details on SIP requirenments for

transitional areas (Federal Register Notice of Availability

publ i shed August 24, 1998, 63 FR 45060). The EPA expects to
finalize the August 1998 draft gui dance, as well as gui dance
for areas other than transitional, by Decenber 1998.1

It should be noted, however, that under EPA' s intended
approach, pronul gation by EPA of a FIP under this rul emaking
woul d not allow the area to be eligible for the transitiona
area classification. Such areas in States that fail to
conply with the NQ, SIP call would not be eligible for the
transitional classification.
V. Em ssions Decreases to Meet the NQ, SIP Call
A General Approach for Cal cul ati ng Budgets

In the final NQ SIP call, EPA determ ned that NQ
em ssions fromsources in the 23 jurisdictions contribute
significantly to nonattai nnent problens and interfere with
mai nt enance in downw nd areas in the OTAG regi on
Accordingly, EPA established a NQ budget for each of these
jurisdictions. The budgets reflect the aggregate anount of
NQ, em ssions that will remain when the States elimnate the
speci fic anmobunt of NQ, em ssions that contribute
significantly to nonattai nnent problens and interfere with

mai nt enance in dowmw nd areas. These budgets cover all NQ

For a conplete listing of the guidance and ot her actions
EPA plans to issue to inplenent the revised ozone and PM
NAAQS, see a table on EPA s inplenentation website:
http://ttnww. rtpnc. epa. gov/i npl enent/acti ons. htm
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em ssions froma State, including area, nonroad, stationary,
and nobile sources. Mire detail on the State budgets can be
found in the NQ SIP call final rul emaking notice and
support material. The FIP is designed to achieve the sane
State em ssions budgets on the sanme schedul e as that
established in the NQ SIP call final rule, with the sane
hi ghly cost-effective neasures formng the basis for the
budgets. Therefore, the FIP rul es use the sanme source
cutoff levels, categories, and control |evels as were used
to develop the final NQ SIP call budgets and require that
the em ssions decreases be inplenented by May 1, 2003.
Because this FIP rul enaki ng does not establish the State
em ssi ons budgets, but instead proposes the way EPA woul d
ensure that the budgets are achieved, EPA is not requesting
coment on establishnent of the budgets or the schedul e for
i npl ementing the em ssions reductions. For the FIP
rul emaki ng, EPA invites comment specifically on the
feasibility and cost effectiveness of control neasures and
the projection of em ssions reductions that various control
measures woul d achieve as outlined in the FIP and descri bed
in detail in the NQ SIP call rul emaking. The EPA
summari zes bel ow the conclusions fromthe rel evant parts of
the NQ, SIP call rul emaking.
B. El ectric Generating Units (EGUS)

The control level for this category of NQ, sources was

determ ned by applying a uniform NQ, em ssion rate of 0.15
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| b/ mBtu regionw de for EGUs greater than 25 MAé or 250
mBtu/ hr. The cost effectiveness for each control |evel was
determ ned using the Integrated Planning Mdel. Details
regardi ng the nethodol ogi es used can be found in the NQ SIP
call rul emaki ng and support material s.
C. | ndustrial Boilers and Turbi nes

The EPA exam ned the category of large (greater than
250 mBt u/ hr) industrial boilers and turbines to determ ne
t he nost em ssions reductions fromcontrols that woul d cost
| ess than $2,000 per ton on average. For this source
category, EPA determ ned that controls are avail abl e that
woul d achi eve a 60 percent reduction fromuncontrolled
| evel s at average costs |less than $2,000 per ton. For those
sources that participate in the trading program EPA
believes that the costs would be further reduced. Details
regardi ng the nethodol ogi es used can be found in the NQ SIP
call rul emaki ng and support materi al s.
D. Stationary Internal Conbustion Engines

The EPA exam ned the category of large (emtting nore
than one ton per day) stationary internal conbustion engines
to determine the nost em ssions reductions fromcontrols
t hat woul d cost |ess than $2,000 per ton on average. For
this source category, EPA determ ned that controls are
avai |l abl e that woul d achi eve a 90 percent reduction from

uncontrol led | evel s at average costs | ess than $2,000 per
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ton. Details regarding the nethodol ogi es used can be found
in the NQ SIP call rul emaki ng and support nmaterials.
E. Cement Manuf acturing

The EPA exam ned the category of large (emtting nore
t han one ton per day) cenent manufacturing plants to
determ ne the nost em ssions reductions fromcontrols that
woul d cost | ess than $2,000 per ton on average. For this
source category, EPA determ ned that controls are avail able
at all types of cement manufacturing facilities that would
achi eve a 30 percent reduction fromuncontrolled | evel s at
average costs less than $2,000 per ton. Details regarding
t he nmet hodol ogi es used can be found in the NQ SIP call
rul emaki ng and support material s.
F. O her Point Source Categories

As described in the NQ SIP call rul emaki ng and support
mat eri als, EPA reviewed the em ssions and control cost
informati on for several non-EQGU source categories. The
EPA' s anal ysis determ ned that, for |large sources (emtting
nore than one ton per day), the follow ng non- EGU source
categories appeared to have controls available only at cost-
ef fecti veness | evel s above $2,000 per ton: gl ass
manuf acturi ng, process heaters, and comrerci al and
industrial incinerators. Therefore, EPA did not calcul ate
em ssions budget decreases nor is the Agency proposing FIP

rules for these source categories.
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For ot her non-EGQUJ source categories, NQ controls my
be avail able for large sources at costs |ess than $2, 000 per
ton. However, as described in the NQ SIP call rulemaking
and support materials, each of these source categories
include a relatively small nunber of sources with a smal
anmount of em ssions. The EPA believes that controlling
t hese sources for purposes of achieving State budgets woul d
be inefficient because of the relatively high adm nistrative
costs of devel oping regul ations for these source categories.
As described in the NQ SIP call rul emaking, there are many
sources in the em ssions inventory which |lack information
EPA woul d need to determ ne potentially applicable control
techni ques (63 FR 25909). This group of sources is diverse
and does not fit within the categories set out by EPA but
total emssions are low for this group. Therefore, for
pur poses of today’s action, EPA is not proposing FIP rules
to decrease em ssions for these sources.

In addition, EPA determned in the NQ SIP call final
rul emaki ng that nunicipal waste conbustors should not be
required to reduce em ssions beyond that already required by
t he maxi num avail abl e control technology (MACT) rules for
NQ, required under sections 111 and 129 of the CAA
Therefore, EPA is not proposing additional em ssions
decreases and FIP rules for nunicipal waste conbustors.

Thus, for non-EGQU sources the FIP proposes rules only

for boilers and turbines (60 percent decrease), stationary
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i nternal conbustion engines (90 percent decrease), and
cenent plants (30 percent decrease). The EPA s anal ysis
determ ned that these source categories have controls
avai |l abl e at cost-effectiveness |evels bel ow an average of
$2, 000 per ton and total em ssions fromeach of these source
categories are high relative to other non-EGU source
cat egori es.
G Area, Mobile, and Nonroad Sources

As described in the NQ SIP call final rul emaking, EPA
did not identify additional controls beyond those in the
2007 baseline case for the area, nobile and nonroad source
categories at average costs |less than $2,000 per ton.
Therefore, EPA did not cal culate additional em ssions budget
decreases nor propose FIP rules for these source categories.
H. Projection that Proposed FIP Measures Wuld Achi eve
State-by-State Em ssions Budgets

Consi stent with 40 CFR 51.121(b) and (g), the control
measur es descri bed above and contained in the FIP rules are
designed to achieve the State em ssions budgets established
inthe NQ SIP call. The tables below result from
application of the FIP neasures and denonstrate conpliance
of the FIP with the NQ SIP call budgets.
1. EGQU

As described in section I11.B.3. of the NQ SIP call,

t he EQU budget conponent is cal cul ated based on applying a
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0.15 I b/mBtu emssion limt to sources greater than 25 M\é.

This [imt

covered by this NQ SIP call.

is applied uniformy across al

The hi gher of 1995 or

1996

States that are

heat input, grown to 2007, is used to cal cul ate the budget
conponent. The final percent reduction fromthe 2007 base
case to the is showm in Table I'l11-4 of the NQ SIP

cal |,

Table I11-4. Final

Reduction for

whi ch is reproduced bel ow.

NOx Budget Conponents and Percent

Electricity Generating Units (tons/season)

State Fi nal Base Fi nal Budget Per cent
Reducti on
Al abama 76, 900 29, 051 62%
Connecti cut 5, 600 2,583 549
Del awar e 5, 800 3,523 39%
District of Colunbia o* 207 NA
Geor gi a 86, 500 30, 255 65%
Illinois 119, 300 32, 045 73%
I ndi ana 136, 800 49, 020 64%
Kent ucky 107, 800 36, 753 66%
Mar yl and 32, 600 14, 807 55%
Massachusetts 16, 500 15, 033 9%
M chi gan 86, 600 28, 165 67%
M ssouri 82,100 23,923 71%
New Jer sey 18, 400 10, 863 419%
New Yor k 39, 200 30, 273 23%
North Carolina 84, 800 31, 394 63%
Chio 163, 100 48, 468 70%
Pennsyl vani a 123, 100 52,000 58%
Rhode |sl and 1,100 1,118 - 2%
Sout h Carolina 36, 300 16, 290 55%
Tennessee 70, 900 25, 386 64%
Vi rginia 40, 900 18, 258 55%
West Virginia 115, 500 26, 439 779
W sconsin 52, 000 17,972 65%
Tot al 1, 501, 800 543, 825 64%

The base case for DCis actually projected to be 30 tons
per season.

to the nearest 100 tons.

The base case values in this table are rounded



2. Non- EGU Poi nt Sour ces
As described in the NQ SIP call, the follow ng

em ssions decreases fromuncontrolled | evels were assuned:
i. Non-EQUJ boilers and turbines--60 percent decrease.
ii. Stationary internal conbustion engi nes--90 percent

decr ease.
iii. Cenment manufacturing plants--30 percent decrease.
These controls result in an overall reduction in

em ssions fromall |arge non-EGQU point sources of al nost 40

percent (187,800 tons per season decrease). These resulting

budget conponents are shown in Table I11-6 in the NQ SIP
call, and are reproduced bel ow.
Table I'11-6. Final NOx Budget Conponents and Percent

Reduction for Non-Electricity Generating Point Sources

(tons/ season)

Fi nal Base Fi nal Budget Per cent
Reducti on
Al abama 49, 781 37, 696 249
Connecti cut 5,273 5, 056 49
Del awar e 1,781 1, 645 8%
District of Colunbia 310 292 6%
Geor gi a 33, 939 27,026 20%
Illinois 55,721 42,011 25%
I ndi ana 71, 270 44,881 37%
Kent ucky 18, 956 14, 705 229
Mar yl and 10, 982 7,593 319
Massachusetts 9, 943 9,763 2%
M chi gan 79, 034 48, 627 389
M ssouri 13, 433 11, 054 189
New Jer sey 22,228 19, 804 119%
New Yor k 25,791 24,128 6%
North Carolina 34, 027 25,984 249
Chi o 53, 241 35, 145 349%
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Pennsyl vani a 73,748 65, 510 119%
Rhode |sl and 327 327 0%
Sout h Carolina 34,740 25, 469 27%
Tennessee 60, 004 35,568 419%
Vi rginia 39, 765 27,076 329
West Virginia 40, 192 31, 286 229
W sconsin 22,796 17,973 21%
Tot al 757, 281 558, 618 26%

3. Mobi | e and Area Sources

As discussed in the NQ SIP call rul emaking, EPA s
hi ghway budget conponents are based on projected hi ghway
vehicle em ssions in 2007 from a base year of 1990, assum ng
i npl enentati on of those measures incorporated in existing
SIPs, such as inspection and mai nt enance prograns and
refornmul ated fuels, neasures already inplenented federally,
and those additional neasures expected to be inplenented
federally by 2007. Simlarly, as discussed in the NQ SIP
call rul emaki ng, EPA's nonroad nobil e source budget
conponents are based on projected nonroad nobile source
em ssions in 2007 from a base year of 1990 and assune
i npl enentati on of those measures incorporated in existing
SI Ps, neasures already inplenented federally, and those
addi tional neasures expected to be inplenented federally.
For area sources, no highly cost-effective control neasures
were identified in the NOQ SIP call rul emaking. Thus, EPA
is not proposing any FIP neasures in these categories.
These resulting budget conponents are shown in Tables I11-

7,8 & 9 in the NQ SIP call NFR and are reproduced bel ow
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Table I'11-7. Final NQ Budget Conponents for Stationary Area
Sour ces (tons/season)
Pr oposed Budget Fi nal Budget Per cent Change
Al abama 25, 229 25, 225 0%
Connecti cut 4,587 4,588 0%
Del awar e 1, 035 963 - 79
District of Colunbia 741 741 0%
Geor gi a 11,901 11, 902 0%
I11inois 7,270 7,822 8%
I ndi ana 25, 545 25,544 0%
Kent ucky 38, 801 38,773 0%
Mar yl and 8,123 4,105 - 49%
Massachusetts 10, 297 10, 090 - 29
M chi gan 28,126 28,128 0%
M ssouri 6,626 6, 603 0%
New Jer sey 11, 388 11, 098 - 3%
New Yor k 15, 585 15, 587 0%
North Carolina 9,193 10, 651 16%
Chi o 19, 446 19, 425 0%
Pennsyl vani a 17,103 17,103 0%
Rhode | sl and 420 420 0%
Sout h Carolina 8,420 8, 359 - 19
Tennessee 11,991 11, 990 0%
Vi rginia 25,261 18, 622 - 26%
West Virginia 4,901 4,790 - 29
W sconsi n 10, 361 8, 160 - 21%
Tot al 302, 350 290, 689 - 49
Table I'11-8. Final NQ Budget Conponents and Percent
Reduction for Nonroad Sources (tons/season)
Pr oposed Budget Fi nal Budget Per cent Change
Al abama 18, 727 16, 594 -119%
Connecti cut 9, 581 9,584 0%
Del awar e 4,262 4,261 0%
District of Colunbia 3,582 3,470 - 39
Geor gi a 22,714 21,588 - 59
I11inois 56, 429 47, 035 -17%
I ndi ana 27,112 22,445 - 17%
Kent ucky 22,530 19, 627 - 13%
Mar yl and 18, 062 17, 249 - 49
Massachusetts 19, 305 18,911 - 29
M chi gan 24,245 23, 495 - 39
M ssouri 19, 102 17,723 - 79
New Jer sey 21,723 21, 163 - 3%
New Yor k 30,018 29, 260 - 39
North Carolina 18, 898 17,799 - 6%
Chi o 42,032 37,781 - 10%
Pennsyl vani a 29,176 25, 554 - 12%
Rhode | sl and 2,074 2,073 0%
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Sout h Carolina 12, 831 11, 903 - 79
Tennessee 47, 065 44,567 - 5%
Vi rginia 25, 357 21,551 -15%
West Virginia 10, 048 10, 220 2%
W sconsin 15, 145 12, 965 - 149
Tot al 500, 018 456, 818 - 9%
Table I'11-9. Final NOx Budget Conponents and Percent

Reduction for

H ghway Vehicl es (tons/season)

Pr oposed Budget Fi nal Budget Per cent Change
Al abama 56, 601 50, 111 -119%
Connecti cut 17, 392 18, 762 8%
Del awar e 8, 449 8,131 - 49
District of Colunbia 2,267 2,082 - 89
Geor gi a 77,660 86,611 12%
I11inois 77,690 81, 297 5%
I ndi ana 66, 684 60, 694 - 99
Kent ucky 46, 258 45, 841 - 19
Mar yl and 28, 620 27,634 - 39
Massachusetts 23,116 24,371 5%
M chi gan 81, 453 83, 784 3%
M ssouri 55, 056 55, 230 0%
New Jer sey 39, 376 34, 106 - 13%
New Yor k 94, 068 80, 521 - 14%
North Carolina 73, 056 66, 019 - 10%
Chi o 92, 549 99, 079 7%
Pennsyl vani a 73,176 92, 280 269
Rhode | sl and 5,701 4,375 - 23%
Sout h Carolina 49, 503 47, 404 - 49
Tennessee 67, 662 64, 965 - 49%
Vi rginia 79, 848 70,212 - 12%
West Virginia 21,641 20, 185 - 79
W sconsi n 41, 651 49, 470 19%
Tot al 1,179, 477 1,173,163 - 19%
4. Statew de Budgets
The statew de budgets are shown in Table I11-10 of the
NQ, SIP call final rul emaking are reproduced bel ow.
Table I'11-10. Revised Statew de NOx Budgets (tons/season)
State Base Budget Per cent
Reduct i on
Al abama 218, 610 158, 677 27%
Connecti cut 43, 807 40,573 7%
Del awar e 20, 936 18, 523 12%
District of Colunbia 6, 603 6, 792 -3%
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Geor gi a 240, 540 177, 381 26%
I1linois 311,174 210, 210 32%
I ndi ana 316, 753 202,584 36%
Kent ucky 230, 997 155, 698 33%
Mar yl and 92,570 71, 388 23%
Massachusetts 79, 815 78, 168 2%
M chi gan 301, 042 212,199 30%
M ssouri 175, 089 114,532 35%
New Jer sey 106, 995 97, 034 9%
New Yor k 190, 358 179, 769 6%
North Carolina 213, 296 151, 847 29%
Ohio 372,626 239, 898 36%
Pennsyl vani a 331, 785 252, 447 24%
Rhode |sl and 8, 295 8, 313 0%
Sout h Carolina 138, 706 109, 425 21%
Tennessee 252,426 182, 476 28%
Virginia 191, 050 155, 718 18%
West Virginia 190, 887 92,920 51%
W sconsin 145, 391 106, 540 27%
Tot al 4,179, 751 3,023,113 28%
V. Em ssi ons Reporting

The EPA bel i eves

t he regional

em ssions is the principal

is essenti al

strategy be verified.

that conpliance with

Tr acki ng

mechani smto ensure conpliance

with the budget and to assure the downw nd States and EPA
that the ozone transport problemis being mtigated. The
new em ssions control requirenents for stationary sources
proposed in the FIP include requirenents that the affected
sources directly report em ssions data to EPA. This

i ncl udes data used for determ ning conpliance with the

requi renents of the Federal NQ, Budget Tradi ng Program and
specific reporting requirenents for stationary internal
conbustion engi nes and cenent manufacturing facilities.
Therefore, under the FIP, EPA will already be collecting the

data that can be used to determ ne conpliance with the
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em ssions decreases required by the proposed FIP. For each
FIP, EPAwll use that data as well as other analyses in
order to determ ne conpliance with the Statew de NQ
em ssi ons budget .
VI. Federal NQ, Budget Tradi ng Program
A, Program Sunmary
1. Purpose of the Federal NQ, Budget Tradi ng Program
In today’s FIP notice, EPA proposes to regul ate any
fossil fuel-fired unit (boiler, turbine, or conbined cycle)
that serves a generator with a nanmepl ate capacity greater
than 25 MM, and any fossil fuel-fired unit (boiler,
turbi ne, or conbined cycle) that has a maxi num desi gn heat
i nput of greater than 250 mmBtu/ hr, using a capped narket -
based program This type of programis a proven nethod for
achieving the highly cost-effective em ssions reductions
descri bed above whil e providing sources conpliance
flexibility. (See 63 FR 25918-19, discussing OTAG s
concl usi ons concerni ng advant ages of narket-based systens.)
The Federal NQ, Budget Trading Programis proposed in a
new part 97 in title 40 of the Code of Federal Regul ations.
The regul atory text of part 97 is proposed in the rul emaki ng
on the section 126 action. Participation in the NQ Budget
Tradi ng Program woul d be mandatory for all soources covered
by the finalization of this proposed FIP, except |IC engines

and cenment kilns. It would also be mandatory for any
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sources affected by a triggering of the section 126 renedy.

Because EPA is proposing to inplenent the Federal NQ
Budget Trading Program both if a FIP is appropriate and in
response to the section 126 petitions, EPA intends to
finalize part 97 in whichever of these actions is finalized
first. (The EPA expects part 97 wll be finalized in the
section 126 rul emaki ng because it is on a tighter
timeframe.) |In finalizing part 97, EPA intends to respond
to the cooments it receives on both rul emaki ng actions
regarding part 97. Therefore, commenters who have identica
comments in both rul emaki ngs may submt their comrents to
one docket and nerely reference such coments in their
subm ssion to the other docket. However, to the extent
coments on part 97 are solely related to how it would be
applied through a FIP, commenters should be sure to submt
such comments in the docket for this FIP NPR

The EPA requests comment on whether it is appropriate
to use a conmmon trading programfor both the FIP and the
section 126 renedy, as well as for purposes of the NQ SIP
call. If not, EPA requests specific coment on what should
be different and why.
2. Relationship of Trading Program Under FIP to Trading
Program Under Section 126 Petitions and NQ, SIP Call

The sources that EPA is proposing to include in the

Federal NQ, Budget Trading Programin today’s FIP are the
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sanme sources included in the State NO; Budget Trading
Program (part 96) that EPA pronul gated as a nodel trading
rule which States may elect to use in responding to the
final NQ SIP call. The sources identified in this FIP are
t he sources for which EPA assuned em ssions reductions in
cal culating the budgets for States in the NQ  SIP call. The
NO, SIP call established an em ssions budget for all sources
of NO, emssions in all States determ ned by EPA to
significantly contribute to nonattainment or interfere with
mai nt enance of the ozone NAAQS in any other jurisdiction.
The FIP sets specific stationary source rules to decrease
NQ, em ssions sufficiently to achieve the NQ SIP call
budget. The section 126 proposed action, on the other hand,
is limted to major sources or groups of stationary sources
that are nanmed in the section 126 petitions, and that EPA
finds emt or would emt in violation of the prohibition in
section 110(a)(2)(D) relative to a petitioning State.
Despite this difference in the scope of the proposed section
126 action and the final NQ SIP call or proposed FIP, all 3
actions are ained at reducing the transport of ozone by
controlling emssions fromsources in a given State that are
found to be contributing to nonattai nment or mai ntenance
probl ens in another State.

The EPA believes that the State NQ, Budget Tradi ng
Program-if selected by States to neet their NQ, SIP cal

obl i gations--could be coordinated and integrated with a
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Federal NQ, Budget Tradi ng Program pronul gated in a final

FIP or in a final section 126 rul emaking. Integration is
possi bl e because, as noted above, the NO, SIP call, the
corresponding FIP, and the section 126 petitions all seek to
mtigate the ozone transport problem by reduci ng em ssions
fromupw nd sources that hinder attainment or maintenance of
t he ozone NAAQS downwi nd. Further, the sources covered in

t he nodel cap-and-trade programin the NO, SIP call include
a mpjority of the sources naned by petitioning States in the
section 126 action, and are identical in size and

categori zation to sources for which EPA proposes to issue
rules in the section 126 and FI P proposed acti ons.

In order to be eligible to participate in a cap-and-
trade program the EPA believes that there are two principal
criteria that sources must neet, as stated in the
suppl emental notice for the proposed NQ SIP call (62 FR
25923). The first criterion requires that sources be able
to account accurately and consistently for all of their
em ssions to ensure the trading program goal of maintaining
em ssions wthin a cap. The second criterion for
participation in a trading programis the ability to
identify a responsible party for each regul ated source who
woul d be accountable for denonstrating and ensuring
conpliance with the programis provisions. Assum ng that
these criteria are net, and consistent control levels are

used in setting em ssions requirenents for the covered
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sources, EPA supports the establishnment of a common trading
progr am

The resulting multistate tradi ng program coul d incl ude
all sources in States found to be significantly contributing
to nonattainment or interfering with maintenance of the
ozone standard in another State. Under this conmmon trading
program sources subject to the Federal program under the
FIP or the section 126 rul enaki ng, and sources in States
choosing to participate in the State NQ Budget Trading
Programin response to the NQ SIP call, could trade with
one anot her under a NQ, cap across participating States.
The EPA' s anal yses in conjunction with the NQ SIP call
denonstrate that inplenmentation of a single trading program
with a uniformcontrol level results in no significant
changes in |l ocation of em ssions reductions as conpared to a
non-tradi ng scenario. Therefore, the conmmon tradi ng program
nmeeting the requirenents of either part 96 or part 97 wll
achi eve the intended em ssions reductions while providing
flexibility and cost savings to the covered sources.

Integration of the trading prograns reduces the
possibility of inconsistent or conflicting deadlines or
requi renents, increases the potential cost savings for
sources, and streanlines program adm ni stration.
| nconsi stency coul d hanper the sources’ ability to plan and
achi eve the needed reductions as cost effectively as

possible. 1In addition, if a State subsequently elects to
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submt a SIP including a trading program after EPA has
al ready established a Federal programunder a FIP or section
126, disruptions to sources that would shift fromregulation
under a FIP or section 126 to regul ation under a SIP would
be m ni m zed.

The sources included in the trading programfor
purposes of the NQ, SIP call or a FIP nay vary from sources
i ncl uded for purposes of the section 126 renedy. The EPA
does not foresee this to be problenmatic since sources would
face consistent control requirenments regardl ess of which
rul emeki ng i ncludes the sources in the comon trading
program That the requirenments would be consistent follows
fromthe simlar nature of the rul emaki ngs and the
conparabl e | evel of control which EPA has determ ned to be
cost effective for each source category across all three
actions.

The EPA proposes, in part 97, to establish the
geogr aphi ¢ boundaries of the common tradi ng program as those
States submtting SIPs in response to the final NQ SIP cal
or subject to FIPs, and/or the sources in States for which
EPA makes a finding for the section 126 petitions. The EPA
woul d adm ni ster this common trading programin
col |l aboration with affected States.

The EPA is proposing a Federal NQ, Budget Trading
Program as part of the FIP or section 126 renmedy which

mrrors, to the extent feasible, the State NO, Budget
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Trading Program (set forth in part 96) which is the node
trading programthat is available for States to adopt in
response to the NO, SIP call. Wile EPAis proposing to
keep the prograns as simlar as possible, there are several
differences which are nore fully described bel ow. These
differences arise primarily fromthe need for Federal
i npl enentation of the programrather than State
i npl enentation. For exanple, EPA nust determ ne the NO
al l omance allocations for each unit in the Federal NQ
Budget Tradi ng Program rather than sinply provide a
recommended net hodol ogy for States to use to determ ne
allocations in the State NO, Budget Tradi ng Program
B. Federal NQ, Budget Tradi ng Program
1. Program Overview

In part 97, EPA proposes a cap-and-trade program as a
means of controlling NOQ, mass em ssions fromany fossil
fuel-fired unit (boiler, turbine, or conbined cycle) that
serves a generator with a naneplate capacity greater than 25
MAe, and any fossil fuel-fired unit (boiler, turbine, or
conbi ned cycl e) that has a maxi num desi gn heat input of
greater than 250 mBtu/hr, in a State for which a FIP is
pr omul gat ed.

The EPA requests comment as to whet her additional
stationary sources that are not included in the core

applicability of the Federal NQ, Budget Tradi ng Program but
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emt to a stack, can nonitor NQ, mass em ssions using the
protocols in part 75, and are located in a State where EPA
pronmul gates a FIP, should be able to voluntarily opt in to
the trading program |In today’'s notice, EPA proposes
provi di ng these individual stationary sources the
opportunity to opt in to enable further cost savings from
t he Federal NQ, Budget Tradi ng Program These opt-in

provi sions would be very simlar to the opt-in provisions
al | oned under the nodel trading programin part 96 (see
section VI.B.3.e of this FIP notice for further

expl anat i on).

The NQ, al | owances--each all owance representing a
limted authorization to emt one ton of NQ--would be the
currency used in the trading program A fixed nunber of NQ
al  owances woul d be allocated to sources for each ozone
season equal to the total anpbunt of a State’ s trading
program budget under the FIP. The EPA has included in
today’ s proposal several alternative nethodol ogi es that EPA
could use to allocate NQ, all owances to units. Appendices A
and B of the section 126 rul emaking set forth the allocation
for each unit based on the first 2 of the 3 proposed
met hodol ogi es, explained in section VI.B.3.c.4 of this
preanble. Allocations resulting fromthe third nmethodol ogy
can be found in the docket to this rul emaking.

The control period for the trading program (i.e., the

period during which a source nmust hold sufficient NQ
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al l omances to cover em ssions) would extend from May 1

t hrough Septenber 30, which is the sanme as the control
period under the NQ, SIP call and the section 126 proposal.
The EPA' s proposed trading programis based on the
application of a uniformcontrol level to the covered

uni verse of sources. Based on anal yses done in connection
with the proposed NQ SIP call (63 FR 25921) and the final
NQ, SIP call, EPA maintains that trading could occur across
States included in a NQ, Budget Tradi ng Program w t hout
restrictions, other than the requirenent to conply with
emssion limts under title | and title IV of the CAA as
well as any other State limtations.

Under part 97 as proposed, sources in the Federal NQ

Budget Tradi ng Program would be required to nonitor and
report their emssions in accordance with rel evant portions
of 40 CFR part 75. The EPA has pronul gated revisions to
part 75 that establish NQ mass nonitoring requirenents and
provide greater flexibility to regul ated sources.
Consi stent and accurate nonitoring of em ssions is necessary
for accountability regardi ng conpliance with the requirenent
to hold NQ all owances and to ensure that a ton of em ssions
attributed to one source in one State is equivalent to a ton
attributed to another source in the sane or another State.

Under part 97 as proposed, EPA would be responsible for
all aspects of programinplenentation, wth the exception of

permtting. As further explained in section VI.B.2.c., the
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State and | ocal agencies would be the permtting authorities
for the maority of NQ Budget sources with title V permts,
for which the tradi ng programrequirenents wul d be
applicable requirenents. |[|f a source does not have a
federally enforceable permt, the requirenents of the NQ
Budget Trading Programrule would be federally enforceable
of its own accord.

As di scussed herein, EPA proposes to make the Federal
and State NQ, Budget Trading Prograns as simlar as possible
and has nodel ed proposed part 97 after part 96 just
finalized. The EPA notes that discussion of the evol ution
of the NQ, Budget Trading Programis set forth in the
suppl enental notice of the proposed NQ SIP call rule at 63
FR 25921-23 and in the final NQ SIP call rule.

2. Elements of the Federal NQ, Budget Trading Programthat
Are the Same as the State NQ Budget Tradi ng Program

Under part 97, as proposed, the follow ng sections
woul d be virtually identical to the correspondi ng sections
in part 96, which sets forth the State NQ, Budget Trading
Program The EPA proposes to retain and rely on the
anal yses and consi derations undertaken in the NQ SIP call
process to determ ne these program el enents. Moreover, the
provisions in part 97 would be nunbered in the sane sequence
as the corresponding provisions in part 96, so that, for

exanple, 8 97.2 and 8§ 96.2 or § 97.81 and § 96.81 would
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address the sane subject matter. The major differences
between the part 97 sections listed below and their
correspondi ng part 96 sections would be the renunbering of
cross references to other regulatory provisions so that a
section in part 97 would reference the appropriate section
in that part, as opposed to the section in part 96. More
detailed information on the rationale for the part 96
provi sions thensel ves can be found in the preanble
acconpanyi ng the proposed part 96 (63 FR 25917-43) and the
final part 96

Subpart A--Federal NQ, Budget Tradi ng Program Cener al
Provi si ons

8§ 97.3 Measurenents, abbreviations, and acronyns.

§ 97.5 Retired unit exenption

§ 97.7 Conputation of tine.

Subpart B--Authorized Account Representative for NQ Budget
Sour ces

8§ 97.10 Authorization and responsibilities of the NQ

aut hori zed account representative.

8§ 97.11 Alternate NQ authorized account representative.

8§ 97.12 Changing the NQ, authori zed account representative
and alternate NQ aut horized account representative; changes
in the owners and operators.

8§ 97.13 Account certificate of representation.

8§ 97.14 (njections concerning the NQ, authorized account
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representative.

Subpart
§ 97.20
§ 97.21
§ 97.22

C-Permts

CGeneral NQ, Budget permt requirenents.

Subm ssi on of NQ, Budget permt applications.

I nformation requirenents for NQ Budget permt

appl i cations.

§ 97.23
§ 97.24
§ 97.25
Subpart
§ 97.30
Subpart
§ 97.50
§ 97.51
§ 97.52

NQ, aut hori zed account

§ 97.53
§ 97.54
§ 97.55
§ 97.56
§ 97.57
Subpart
§ 97.60
§ 97.61
§ 97.62

NQ, Budget permt contents.

Effective date of initial NQ Budget permt.

NQ, Budget permt revisions.
D-- Conpliance Certification

Compl i ance certification report.
F--NQ, All owance Tracking System
NQ, Al Il owance Tracki ng System accounts.

Est abl i shnent of accounts.
NQ, Al l owance Tracking Systemresponsibilities of
representative.

Recordati on of NQ, al |l owance al | ocati ons.
Conpl i ance.

Banki ng.
Account error.

Cl osi ng of general accounts.
G -NQ, Al'l owance Transfers

Scope and subm ssion of NQ all owance transfers.

EPA recordati on

Noti ficati on.
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The EPA requests conmment on whether any of the part 97
provisions |isted above should differ substantively fromthe
corresponding provisions in part 96. |[If a comrenter
bel i eves substantive differences in the rules are
appropriate, the commenter should describe the favored
changes and explain why these changes are appropriate. The
EPA is proposing these part 97 provisions for the reasons
set forth both in the proposed NQ, SIP call and final NQ
SIP call and in order to mnimze differences between the
Federal and State NQ, Budget Tradi ng Prograns.

a. Ceneral Provisions. Under part 97, EPA is proposing to
use the same neasurenents, abbreviations, and acronyns, the
sane retired unit exenption, and the sanme provisions for
conputation of tinme as those that apply in part 96, with
cross references to the appropriate sections in part 97,
rather than to sections in part 96 (63 FR 25923-27).

b. Authorized Account Representative. The NQ, Authori zed
Account Representative (NQ, AAR) is the individual who is
aut hori zed to represent the owners and operators of each NQ
budget unit at a NQ, budget source in nmatters pertaining to
t he NQ, Budget Trading Program Subpart B of part 97
addresses, anong ot her things, the process for designating
and changing the NQ AAR and the responsibilities of the NQ
AAR and alternate NQ, AAR. These provisions are the sanme as

those in part 96, with cross references to the appropriate
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sections of part 97 (63 FR 25927).

c. Permts. The regulations governing State permtting
under title V define an "applicable requirenent,” which nust
be reflected in atitle V operating permt, as including
“[a]l ny standard or other requirenent provided for in the
applicabl e inpl enentation plan approved or pronul gated by
EPA t hrough rul emaki ng under title |I of the CAA that

i npl enents the rel evant requirenents of the Act, including
any revisions to that plan pronulgated in part 52 of this
chapter” (40 CFR 70.2). Since today’s proposed rule is
bei ng promul gated under title I (i.e., under section 110),
the requirenents of this rule would be applicable

requi renments under 8 70.2 and would be reflected in the
title V operating permt of NQ, budget sources required to
have such a permt. The EPA believes that the majority of
NQ, budget sources will be required to have atitle V
permt. Further, all State and local air permtting
authorities currently have EPA-approved title V operating
permts prograns. These State and | ocal agencies would be
the permtting authorities for the nmgjority of NQ, budget
sources with title V permts, for which the trading program
requi renents woul d be applicable requirenents. For any
sources that do not have atitle V permt, such a permt is
not required. |If a source does not have a federally
enforceable permt, the requirenents of the Federal NQ

Budget Trading Programrule would be federally enforceable
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of its own accord.

Subpart C of part 97 addresses, anong other things, the
admnistration of a permt, permt applications, permt
contents, effective date, and permt revisions. These
provi sions are the sane as those in part 96, with cross
references to the appropriate sections in part 97 (63 FR
25927-29) .

d. Conpliance Certification. The NQ AAR nmust certify at
the end of each control period that the unit was in
conpliance with the emssions limtation and ot her

requi renents of the Federal NQ, Budget Tradi ng Program
Proposed 8 97.30 sets forth the sanme provisions for
conpliance certification reports as those in part 96, with
cross references to the appropriate sections in part 97 (63
FR 25929).

e. NQ Allowance Tracking System The NQ, Al | owance
Tracking Systemis an automated system used to track NQ

al | onances held by NQ, budget units under the NQ, Budget
Tradi ng Program as well as those all owances hel d by ot her
organi zations and individuals. Subpart F of part 97
addresses, anong ot her things, NQ, all owance tracking system
accounts, the account responsibilities of the NOQ AAR the
recordation of NQ all owance all ocations, the conpliance
process, account error, and account closing. These

provi sions are the sane as those in part 96, with cross



references to the appropriate sections in part 97 (63 FR
25933-37) .

f. Banking. The EPA proposes to include banking as a
feature in the Federal NQ, Budget Trading Programfor the
reasons set forth in the final NQ SIP call. Proposed 8§
97.55 sets forth the sane provisions for banking and the
managenent of banked al | owances as specified in part 96. 1In
accordance with these provisions, NQ allowances held by
units subject to the Federal NQ, Budget Tradi ng Program may
be banked for future use starting in 2003 (except as noted
in section VI.B.3.e.ii. of this preanble). However, as in
the State NQ, Budget Trading Program the Federal NQ, Budget
Tradi ng Program contains a flow control mechanismto limt
the variability associated with banking. This nmechani sm
allows unlimted banking by units subject to the Federal NQ
Budget Tradi ng Program but discourages the “excessive” use
of banked al |l owances by establishing a discount rate on the
use of banked al |l owances over a certain |evel. Proposed §
97.55 establishes a flow control mnmechani sm which applies a
2-for-1 discount ratio to the use of banked all owances above
a certain level when the total nunber of banked al |l owances
in the program exceeds 10 percent of the allowabl e NQ

em ssions for all sources covered by the Federal trading
program (63 FR 25934-37).

g. NQ Allowance Transfers. Subpart G of part 97
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addr esses, anong ot her things, subm ssion, recordation, and
notification of transfers of NQ, all owances under the NQ,
Budget Trading Program These provisions are the sanme as
those in part 96, with cross references to the appropriate
sections in part 97 (63 FR 25937-38).
h. Audits. Wile programaudits are not explicitly
required by today’'s rule, EPA intends to performthe sanme
types of audits di scussed concerning the proposed NQ SIP
call (63 FR 25942) and the final NQ SIP call.
3. Elements of the Federal NQ, Budget Trading Programthat
Differ fromthe State NO, Budget Tradi ng Program

The EPA proposes that the foll ow ng sections in part 97
incorporate certain differences fromthe correspondi ng
sections in part 96 to provide for Federal inplenentation of
t he NQ, Budget Tradi ng Program
Subpart A--Federal NQ, Budget Tradi ng Program Cener al
Provi si ons
§ 97.1 Purpose.
§ 97.2 Definitions.
8§ 97.4 Applicability.
§ 97.6 Standard Requirenents.
Subpart D--Conpliance Certification
8§ 97.31 Admnistrator’s action on conpliance
certifications.

Subpart E--NQ, Al |l owance Al l ocations
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8§ 97.40 Tradi ng program budget.

8§ 97.41 Timng requirenents for NQ all owance all ocati ons.

8 97.42 NQ, all owance al |l ocati ons.

Subpart H-Monitoring and Reporting

§ 97.70 GCeneral requirenents.

§ 97.71 Initial certification and recertification

pr ocedur es.

§ 97.72 CQut of control periods.

8§ 97.73 Notifications.

8 97.74 Recordkeeping and reporting.

§ 97.75 Petitions.

8§ 97.76 Additional requirenents to provide data for
al | ocati ons purposes.

Subpart |--Individual Unit Opt-Ins

8§97.80 Applicability.

8§97.81 Ceneral.

897.82 NQ, aut hori zed account representative.

897.83 Applying for NQ, Budget opt-in permt.

8§97.84 (Opt-in process.

897.85 NQ, Budget opt-in permt contents.

897.86 Wthdrawal from NQ, Budget Tradi ng Program

897.87 Change in regulatory status.

897.88 NQ, all owance allocations to opt-in units.

a. Ceneral Provisions. Proposed §8 97.1 explains that

proposed part 97 sets forth the provisions for the Federal
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NQ, Budget Tradi ng Program addressing interstate transport
of ozone and NQ,. As discussed above, this program woul d be
activated either under section 126 or under a FIP

For part 97, EPA is proposing to use the sane
definitions as those that apply in part 96, with cross
references to the appropriate sections in part 97, with
three exceptions. First, the definition of the term “NQ
Budget Tradi ng Prograni would be altered to reflect the fact
that the Federal trading programis established pursuant to
part 52, as opposed to part 51.121, as is the case with the
State NQ, Budget Tradi ng Program under part 96. Secondly,
the definition for the term“State” would be altered to
reference only those States that would be covered by any
final section 126 or FIP action, and to reflect the fact
that the Federal trading programwould be promul gated for a
State, as opposed to adopted by the State as is the case
with the State NQ Budget Trading Program Last, the term
“State trading program budget” would be replaced with the
term “tradi ng program budget.” For purposes of the FIP, the
tradi ng program budget woul d be the aggregated budget for
all sources affected by the requirenents to participate in
the trading programin a given State under the FIP. For
pur poses of the section 126 action, the trading program
budget woul d be the “126 tradi ng program budget for the
State.” The term “126 tradi ng program budget for the State”

is used to clarify the fact that the budget for the Federal
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NQ, Budget Trading Programis not aggregated to a State

| evel for the purposes of the section 126 action except for
the allocation cal culation, since the focus in the renedy is
sources rather than States.

The followi ng exanple illustrates the approach taken
concerning the unchanged definitions: the term “NQ Budget
Unit” is defined under part 97 as “a unit that is subject to
the NQ, Budget Trading Programem ssions limtation under 8
97.4 and § 97.80," while that termhas the sanme definition
under part 96 except that appropriate sections in part 96
are referenced (63 FR 25923).

The EPA proposes in part 97 that the Federal NQ, Budget
Tradi ng Program under the FIP would apply to any fossi
fuel -fired unit (boiler, conmbustion turbine, or conbined
cycle) that serves a generator with a nanmepl ate capacity
greater than 25 MM, and any fossil fuel-fired unit (boiler,
conbustion turbine, or conbined cycle) that has a maxi num
desi gn heat input of greater than 250 mmBtu/hr. This
applicability is identical to the core group applicability
in the nodel trading programfor SIPs.

In the NQ SIP call, EPA offered States the option of
allowng units with a very low federally enforceable permt
[imtation (i.e., 25 tons per season) to be exenpt fromthe
tradi ng program even though they were above the
applicability threshold (63 FR 25926). The EPA proposes in

part 97 to include this provision in the Federal NQ, Budget
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Tradi ng Program and seeks comment on the appropri ateness of
such incl usion.

Under the Federal NQ, Budget Tradi ng Program the NQ,
budget units and their owners, operators, and NQ, AARs nust
meet certain standard requirenents that incorporate the ful
range of programrequirenments by referencing other sections
of the Federal NQ, Budget Trading Programrule. These
provi sions are the sanme as the related provisions in part
96, with cross references to the appropriate sections of
part 97, except that the Adm nistrator, rather than the
permtting authority, would allocate NQ all owances under
t he Federal NQ, Budget Trading Program This reflects the
fact that the Federal NQ, Budget Tradi ng Program woul d be
federally run, rather than run by the State as under the NQ
SIP call.

b. Conpliance Certification. Proposed 8 97.31 is the sane
as 8 96. 31 except that the Adm nistrator has the sole
responsibility for review ng and auditing conpliance
certifications and other subm ssions under the Federal NQ
Budget Trading Program This reflects the fact that the
part 97 program would be federally run rather than run by
the State as under the NQ, SIP call. The EPA is proposing
these part 97 provisions for the reasons set forth both in
the proposed NQ SIP call (63 FR 25929) and the final NQ
SIP call and in order to mnimze differences between the

Federal and State NQ, Budget Tradi ng Prograns.
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c. Aggregate NQ Em ssions Levels and All owance
Al l ocations. This section discusses the cal cul ati on of
State-specific aggregate em ssion | evels and the nethodol ogy
and timng for issuance of NQ, budget unit allocations.
1. State-by-State Em ssions Levels. The EPA cal cul ated the
State specific aggregate em ssion levels that would remain
after the application of reasonable and highly cost-
effective NQ, controls to upw nd sources which contribute
significantly to nonattai nment or maintenance problens in
downwi nd States. The level of control that was determ ned
to be reasonable and cost effective is identical to the
| evel used in the NQ SIP call for purposes of calculating
the State budgets. The determ nation of reasonable and
hi ghly cost-effective NQ controls for the source categories
covered by the trading programis discussed nore fully in
the NQ SIP call.

For reasons explained in the final NQ SIP call, EPA
has cal cul ated each State’s summer season | arge EGU
em ssions |evel using a specific NQ em ssion rate and the
proj ected summer season utilization of the year 2007.
Specifically, EPA calculated each State' s | arge EGU NQ
em ssions level by multiplying: each State’'s sumrer
activity level in nmBtu (EPA sel ected the higher of each
State’s overall 1995 or 1996 summer utilization), by each

State’s projected growm h between 1996 and 2007 (using the
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| PM nodel ), by a NQ rate of 0.15 | b/mBtu. The resulting
figure, in |Ibs, was divided by 2000 (I bs per ton) to
determ ne tons.

The EPA incorporated growh in industrial activity when
determning the arge EGJ em ssions |evel, and thus
accommodat es new sources into the FIP. Specifically, EPA
projected each State’s change in utilization from current
| evel s to the year 2007 and set an em ssions | evel based on
that future year’s utilization. This was the approach taken
in the final NQ SIP call in determ ning various State
em ssions | evels.

For reasons also explained in the final NQ SIP call,
EPA is proposing to calculate each State’s summer season
| arge non-EGU em ssions | evel by reducing each State’s
uncontrol |l ed non- EGU NQ, em ssions |evels (in tons) by 60
percent and assum ng growt h through the year 2007. Appendi X
C of the section 126 rul emaki ng includes the State aggregate
em ssion levels for both EGJUs and non- EGUs.

2. Devel opnent of State trading program budget. Proposed §
97.40 provides that the tradi ng program budget in each State
woul d equal the sum of the aggregate em ssion |levels for

| arge EGUs and | arge non-EGUs in each State, cal cul ated as
di scussed in section VI.B.3.c.1 of this preanble and |isted
in Appendi x C of the section 126 rul emaking. |In the Federal
NQ, Budget Tradi ng Program bei ng proposed under the part 97,
NQ “em ssion |imtations” take the formof NQ “all owance
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al l ocations” and are assigned based on the aggregate

em ssion levels for the subcategories in the trading
program The approach to issuing allocations under part 97
is simlar to that under the NQ SIP call, with the
exception that under 8 96.40, the State permtting
authority, rather than the Adm nistrator, determ nes,
through the SIP, the total anount of allowable NQ em ssions
apportioned to NQ budget units.

3. Timng Provisions. Proposed 8 97.41 sets forth the
provisions for when the Admnistrator will issue allocations
of NQ, all owances to NQ budget units. Under the Federal
trading program the Adm nistrator (rather than the State
permtting authority) determ nes the NQ al | owance

al l ocations and records themin the NQ All owance Tracking
System  Thus, proposed 8 97.41 does not provide, or set
deadlines, for the permtting authority’ s subm ssion of

all ocations to EPA. However, as discussed in the final NQ
SIP call, EPA believes it is inportant to issue the
allocations at least a couple years into the future to
provi de sone predictability for sources in their control

pl anning and to build confidence in the market. Therefore,
under part 97, the Admnistrator will issue NQ all owances
in EPA's NQ All owance Tracking System (NATS) by April 1 of
every year for the control period that is 3 years |ater.

For exanple, EPA would issue the allocations for the 2003

control period by April 1, 2000 and EPA woul d i ssue the
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all ocations for the 2004 control period by April 1, 2001;
thus, the allocations are always known 3 years in advance.
These provisions are consistent with the m ninmumtimng
requi renents specified in the final NQ SIP call rul emaking.
As stated in the previous paragraph, EPA wll issue
all ocations in the NATS on an annual basis 3 years prior to
the relevant control period. However, EPA proposes to use
the sane allocations for the first 3 years of the program
(based upon one of the proposed net hodol ogi es descri bed
below), unless a State replaces the FIP with its own
all ocations in an approved SIP. The EPA proposes constant
allocations for the first three control periods to provide
nmore consi stency and certainty and to build market
confidence during the start-up phase of the program
Therefore, while the Agency will not record the allocations
inunit accounts until April 1 of the year 3 years preceding
each rel evant control period, the allocations for 2004 and
2005 will be the sane as the allocations for the 2003
control period. However, if a State, as part of an approved
SIP, submts allocations for the 2004 control period to EPA
prior to April 1, 2001, or for the 2005 control period prior
to April 1, 2002, the State’'s allocations wll replace the
all ocations EPA planned to issue for the rel evant control
season. By issuing allocations into accounts 1 year at a
time, EPAis providing States the ability to replace a FIP

with an approved SIP while still ensuring that sources
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receive allocations at |least 3 years prior to the rel evant
control season

After the initial 3 year period, EPA may update its
al l ocations on an annual basis 3 years prior to the rel evant
control season. As discussed in the final NQ SIP call,
updating allocations on an annual basis (3 years ahead) is
intended to allow the allocation systemto accommodat e
changes in market conditions.
4. NQ, Al lowance Allocation Methodol ogy. The EPA proposes
that part 97 include the nmethodol ogy that the Adm ni strator
wll use for allocating NQ all owances to NQ, budget units.
While, in part 96, the Agency |ays out an optional
al l ocati on net hodol ogy that nay be used by a State
permtting authority for issuing allocations, part 97 wll
prescri be the nethodol ogy that the Adm nistrator woul d use.
(a) EGUs. The EPA requests conment on three separate
met hodol ogi es that the Adm nistrator could use for the
initial allocation period (the control periods in 2003
t hrough 2005) for EGUs. In whichever of these nethodol ogies
the Agency finalizes, the total nunmber of allowances issued
woul d equal the portion of the trading program budget in the
State attributed to |large EGJs (cal cul ated as described in
section VI.B.3.c.1. of this preanble by nmultiplying a
specified em ssion rate by a State’s summer activity |evel

projected to 2007). The first option is to allocate
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al | onances based on the product of an emission rate in
pounds of NQ/mBtu and the mBtus of energy utilized for
all units in the Federal NQ, Budget Trading Program the
proposed part 97 describes this approach. The second option
is to allocate allowances to fossil fuel-fired EGUs in the
Federal NQ, Budget Tradi ng Program based on the product of
an em ssion rate in pounds of NQ/kwh and the kwh of
electricity generated. A third option considered by EPA
woul d al l ocate all owances to all |arge EGUs, regardl ess of
fuel type, in the States affected by the FIP rul emaki ng
based on their electricity generated. For the second and
third options, EPA would use a surrogate for electricity
generation data where electricity generation data are not
avai l able. The EPA solicits comment on these three
met hodol ogi es.

Wth regard to the allocation nethodol ogy to be used by
the Adm nistrator for the control periods starting in 2006,
EPA requests conment on the sane three general nethodol ogies
mentioned in the previous paragraph. To facilitate the use
of the second and third approaches for the control periods
in 2006 and thereafter, EPA proposes to work with
st akehol ders to design a system based on electricity
generation that could be used after the initial allocation
period. The EPA plans to propose an allocation system based
on electricity generation in 1999 and finalize the approach

in 2000. Appropriate data could then be neasured and
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coll ected at NQ, budget units during the control periods in
the years 2001 and 2002. Wien it becones available, this
approach coul d be incorporated into part 97 if the Agency
decides to allocate all owances based on electricity
generati on.

For whi chever of these three allocation nethods the
Agency sel ects, EPA proposes to use the average of the data
for the two highest control periods for the years 1995,
1996, and 1997 in determning an EGQU s allocation for the
control periods in 2003, 2004, and 2005. This approach
using data from 1995, 1996, and 1997 differs slightly from
the way the aggregate em ssion | evel was cal culated for the
EQU subcat egory. As explained in section VI.B.3.c.1. of
this preanble, EPA cal cul ated the aggregate em ssion | evel
based upon the greater of the State heat input data from
1995 or 1996. However, the Agency believes it is useful to
base the first 3 years of allocations to individual units on
operating data reflecting the average of the highest of 2
out of the 3 nost recent years. In this way, the initial
al l ocations better represent the operation of particular
units.

Once several years of allocations have been built into
the system the Agency believes it is possible to nove to an
annual |y updating allocation systemthat cal cul ates
al | ocations based on operating data froma single year.

Using data froma single year as a basis for allocations
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enabl es the Agency to devel op an updating allocation system
that can reflect changes in utilization or electricity
generation. By this tine, the trading market should be nore
established and conpanies will have several years of
experience with the program Therefore, conpanies wll
better be able to accommpdate variations in single year
al l ocations through the tradi ng market and conpany-w de
conpliance strategies. Thus, after the initial period of
al l ocati ons, EPA would use data neasured during the control
period of the year that is 4 years before the year for which
al l ocations are being cal cul at ed.

Furthernore, for reasons discussed in the final NQ SIP
call, EPA proposes in part 97 the establishnment of an
al l ocation set-aside account, to be used in whichever
al I ocati on net hodol ogy EPA adopts, equaling 5 percent of the
State tradi ng program budget in 2003, 2004, and 2005 for new
units (units that conmence operation during or after the
period on which general NQ, all owance all ocations are based)
and 2 percent of the trading program budget in the State in
t he subsequent years. The Agency believes that if a new
source set-aside is enployed, it should be | arge enough to
provide allocations to all new units entering the Federal
tradi ng program Based on anal yses EPA conducted using the
I ntegrated Pl anning Model (IPM and on the Agency’s proposal
to reallocate by April 1, 2003 for the control period in

2006, 5 percent appears to be a reasonable portion of NQ
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al l omances to set-aside for newunits in the initial 3 years
of the program and 2 percent for the subsequent years.

However, while 5 percent (and 2 percent) may be an
appropriate regi onwi de average, an individual State may
experience either nore or less growh in new sources during
the relevant tine period. The EPA cal cul ated the State-
specific aggregate em ssion | evels for each subcategory
using State-specific growh rates (see rul emaki ng docket).
Therefore, EPA solicits comment on using State-specific
gromh rates to determ ne the appropriate size of a State
new source set-aside. Additionally, the 5 percent (and 2
percent) nunbers were cal cul ated based upon estimated growt h
in utilization by new sources and, therefore, may be nore
appropriate when the first proposed all ocation nethodol ogy
is enployed. The EPA solicits comment on the use of a
different percentage for the set-aside if the Agency adopts
an electricity generation-based allocation system

Usi ng each of the three allocation nethodol ogi es on
whi ch EPA solicits comment, the Agency has cal cul ated unit
specific allocations. The allocations for each unit, based
on the first two proposed net hodol ogi es, are in Appendices A
and B of part 97. The allocations resulting fromthe third
met hodol ogy can be found in the docket to this rul emaking.
The EPA is providing these unit specific allocations to
solicit comment on the underlying data used in these

al l ocations and the met hodol ogi es enpl oyed in determ ning
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the allocations. The Agency will select and describe a set
of allocations in the final notice. The EPA would issue the
finalized set of the 2003 control period allocations in the
NATS by April 1, 2000 for those units that are subject to a
FI P.

For the first allocation approach in part 97, EPA
determ ned initial unadjusted allocations to existing
el ectric generating NQ budget units by multiplying a NQ
em ssion rate of 0.15 I b/mBtu by the units’ historical heat
i nput cal cul ated by taking the average of the heat input for
the two highest control periods for the years 1995, 1996,
and 1997. The Agency used the heat input data reported to
EPA in quarterly reports during the ozone season for
utilities affected under the Acid Rain Program For non-
utility electricity generators, EPA used heat input
information reported to Energy Information Adm nistration
(EIA) on ElI A Form 867.

After determning the initial unadjusted unit
al l ocations, EPA adjusted the allocation for each unit
upward or downward to match the portion of the trading
program budget in the State attributed to | arge EGJUs. Then,
the Agency adjusted the allocation for each unit in the
State proportionately so that the total allocations equal ed
95 percent of the portion of the trading program budget in
the State attributed to large EGUs. This created a new

source set-aside of 5 percent.
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For the second allocation approach, EPA multiplied the
unit heat input in nmBtu and the generator heat rate?
associated with the generation for that unit, in Btu/ kW, to
determ ne each unit’s associated historical electrical
generation in kWh®. For non-utility electricity generators,
EPA used heat input from OTAG s database (1995 data) and the
average heat rate values found below in Table 1. The Agency
used this indirect approach to calculate electrical output
because EPA did not have access to unit-specific generation
data for non-utility electricity generators. The EPA used
average heat rate values for generators for which heat rates

were not publicly available, as shown in the table bel ow

Table 1. Average Utility Generator Heat Rates

Unit and fuel type Gener at or Aver age heat
size (MN rate
( Bt u/ kWh)
Conbusti on Tur bi ne <50 14250

(gas or No. 2 fuel
>50 13200

oi | / di esel)

2Utilities report their generator-specific heat rates to EIA
on EI A Form 860.

® The EPA used the average generation for the ozone season
during the highest two of the years from 1995 t hrough 1997,

simlar to the approach with heat input.

81



Conbi ned Cycle <100 11100
Turbine (gas or No. 2
>100 8500
fuel oil/diesel)
Ql- or Gas-fired <400 10600
St eam Boi | er >400 10000
Coal -fired Boiler <500 10400
>500 9800

Sone units are cogenerators, which are electrica
generators that divert part of their steamto provide steam
output, rather than to generate electricity. The Agency
cal cul ated out put from cogenerating units as described in
t he previ ous paragraph. That approach assunes that heat
input is converted into electricity at a particul ar
efficiency. The EPA s proposed approach does not account
for the fact that steam generation is generally nore
efficient than electricity generation. The EPA encourages
comenters to provide the Agency electrical output data and
Ssteam output data to determne the efficiency of
cogenerating units.

To determi ne the individual unit allocations, EPA
determ ned the total electricity generation from al
affected EGUs within each State, as estimated in the
previ ous paragraphs, and cal cul ated each unit’s share of the

total State electricity generation. Each unit was then
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assi gned an allocation based upon its share of electricity
generation. For exanple, if the Agency cal culated that a
unit contributed 0.4 percent of a State’'s total electricity
generation, then it would receive 0.4 percent of the trading
program budget in the State attributed to |arge fossil-
fuel-fired EGUs. After determning the initial unadjusted
all ocation, the Agency adjusted the allocation for each unit
proportionately so that the total allocation equaled 95
percent of the portion of the trading program budget in the
State attributed to large fossil-fuel-fired EGUs (to create
t he new source set-aside).

The EPA is also proposing a third allocation approach
whi ch woul d provide all owances to all electricity generators
in the 23-jurisdiction region regardl ess of the energy
source. For fossil fuel-fired power plants, EPA used the
approach descri bed above in determning the electrical
generation fromindividual conmbustion units. For nuclear
power plants and hydroel ectric plants, EPA used el ectrical
generation reported by utilities to EIA on EI A Form 759.

The Agency was unable to find data for all plants. The
Agency solicits coment on these nethods for determ ning
electricity generation data. The EPA al so requests comment
on the data and solicits any additional information for the
pl ants for which EPA has not found data.

The Agency determned the initial unadjusted

allocations in the sane manner as descri bed for the
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electricity generation-based allocations to fossil-fuel -
fired units only. That is, the Agency determ ned the total
electricity generation within each State, cal cul ated each
unit’s share of the total electricity generation, and
cal cul ated an all ocati on based upon that share of the
tradi ng program budget in the State attributed to | arge
EGQUs. The Agency then adjusted the allocation for each unit
proportionately so that the total allocation equaled 95
percent of the portion of the trading program budget in the
State attributed to | arge EGUs.

For each of these three allocation nethodol ogies, the
Agency solicits conmment on the data used to determ ne the
allocations. Electricity generators, and utilities in
particul ar, already report many of these data to Federal or
St ate governnent agencies. The necessary data and their
sour ces i ncl ude:

* For each pl ant:

- - Plant name as reported to U S. EPA and EIA; if not
currently reporting to Federal governnent, then as
reported to the State environnental agency

-- ORI SPL nunber, if available (or other unique
identification nunber for the plant, if no ORI SPL
nunber exists) as reported to U S. EPA and EIA; if
not currently reporting to Federal governnent,
then as reported to the State environnental agency

-- State postal abbreviation and county FIPS code as
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reported to U.S. EPA and EIA;, if not currently
reporting to Federal governnent, then as reported
to the State environnental agency

- - Monitoring | ocations at the plant (e.g., stacks or
fuel pipes where nonitoring equi pment woul d be
| ocated) for existing nonitoring equipnment, as
reported to U.S. EPA or to the State
envi ronnment al agency.

For each unit (boiler or conbustion turbine) at the

pl ant:

- - An identification designation (e.g., 1, CT2) as
reported to U. S. EPA and EIA; if not currently
reporting to Federal governnent, then as reported
to the State environnental agency

-- A description of each unit (e.g., conbustion
turbine, coal-fired wet-bottom boiler) as reported
to U S. EPA and EIA; if not currently reporting to
Federal governnent, then as reported to the State
envi ronment al agency or State utility conm ssion

-- Fuel or energy source used as reported to the EIA
or to the State utility conm ssion

-- Heat input (mBtu) in May 1 through Septenber 30
of 1995, 1996 and 1997 as reported to U S. EPA and
El A

-- Esti mated historical NQ nass em ssions in May 1

t hrough Septenber 30 of 1995, 1996 and 1997 (as
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reported to the U.S. EPA or the State
envi ronnment al agency).

For each electrical generator at the plant:

-- Ceneration identification designation as reported
to U S. EPA and EIA; if not currently reporting to
Federal governnment, then as reported to the State
utility conm ssion

-- Nanmepl ate capacity in MM as reported to U S. EPA
and EIA; if not currently reporting to Federal
governnent, then as reported to the State utility
commi Sssi on

-- El ectrical generation (MM)in May 1 through
Septenber 30 of 1995, 1996 and 1997 as reported to
El A

For each steamturbine at the plant that is used to

generate steamoutput instead or in addition to

electricity:

-- An identification designation

- - Capacity, in mBtu/ hr output rate

-- St eam out put (mMmBtu) (not used for electrical
generation) in May 1 through Septenber 30 of 1995,
1996 and 1997.

The Agency believes these data are needed both to determ ne

t he output of each source and to establish a unique identity

for each source and its units. The EPA requests comment on

the specific data as well as the type of data supporting the
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proposed al |l ocati ons under part 97.

(b) Non-EGUJUs. For any allocation nethodol ogy adopted, the
total nunber of allocations issued to non-EGJs woul d equal
the portion (less the 5 percent set-aside discussed bel ow)
of the trading program budget in the State attributed to

| arge non-EGUs (cal cul ated as described in section
VI.B.3.c.1. of this preanble by reducing each State’'s
uncontrol |l ed non- EGU NQ, em ssions | evel by 60 percent and
assum ng activity growth through 2007). At this tinme, the
Agency proposes in part 97 to use heat input as the basis
for determning allocations for large non-EGJs in the
Federal NQ, Budget Trading Program The EPA proposes this
basis for both the initial allocation period of 2003 through
2005 and for subsequent years of the program This differs
fromthe nmethod used to determ ne the aggregate em ssion

| evel for non-EGUs (a percentage reduction from historical
em ssions) because at the tine the aggregate | evel was
determ ned (during the NQ SIP call proposal process), heat
i nput data for individual units were not avail abl e.
Distributing allocations on a heat-input basis provides a
fuel -neutral nethod of allocating to the units in the
trading programsimlar to the allocation approaches
proposed for the EGJUs. Heat-input-based allocations also
allow for reallocating in the future (to acconmpdate new
units) whereas allocations based upon a specific percentage
reduction do not. Heat input data are now avail able for use
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i n devel opi ng allocations, and the Agency solicits comrent
on the data as well as the use of heat input in devel opi ng
al | ocati ons.

At this time, the Agency is not aware of any dat abases
on steam out put information for industrial boilers.
Therefore, for conbustion sources other than electrical
generators, EPA finds that it is nost appropriate to base
al l ocations upon heat input. However, EPA requests comment
on any nethods for distributing all owances on an out put
basis to non-EGQUs. Comments shoul d address the
availability, quality, and appropriateness of the data for
regul atory purposes and/or nethods to obtain such data.

For the non-EGJs subject to the Federal trading
program EPA proposes in part 97 to use 1995 heat input data
in the allocation calculation for the control periods in
2003, 2004, and 2005; 1995 data are the nost recent data the
Agency knows are currently available for non-EGJs. After
this initial period of allocations, as with the EGJs, the
Agency will use data neasured during the control period of
the year, that is, 4 years before the year for which
al l ocations are being cal cul at ed.

As was done for EGUJs, the Agency has cal cul ated unit
specific allocations for |arge non-EGJs. These unit
specific allocations are provided in Appendices A and B of
part 97. The EPA solicits comrent on the underlying data

used in these allocations and the nethodol ogy enpl oyed in
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determning the allocations. The EPA will determ ne the
final allocations for the control period in 2003 and pl ace
themin the NATS by April 1, 2000 for those units that are
subject to a FIP

For the non-EQGU al |l ocati ons proposed in today’s notice,
EPA determ ned initial unadjusted allocations to existing
non-el ectric generating NQ budget units by nmultiplying a
NQ, emission rate of 0.17 Ib/mmBtu (the average em ssion
rate for existing non-electricity generating budget units
after controls are in place) by the units’ historical heat
i nput (described above as 1995 control season data).

After determning the initial unadjusted unit
al l ocations, EPA adjusted the allocation for each unit
upward or downward to match the portion of the trading
program budget in the State attributed to | arge non- EGUs.
Then, the Agency adjusted the allocation for each unit in
the State proportionately so that the total allocations
equal ed 95 percent of the portion of the trading program
budget in the State attributed to | arge non- EGUs.

The Agency proposes in part 97 to set-aside 5 percent
of the non-EQU allocations to be consistent with the
allocation for EGUs. The EPA solicits coment on this
approach and the proposed size of the set-aside.

(c) Treatnent of New Sources. As discussed in previous
sections, the Agency has proposed in part 97 a set-aside for

new sources consistent with the provisions of part 96. New
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EGQUs and non-EGUs required to participate in the Federal NQ
Budget Trading Programw || have access to this set-aside.

I n 2003, 2004, and 2005, each State set-aside would
initially hold NQ all owances equal to 5 percent of the NQ
al l omances in the tradi ng program budget in the State.
Starting in 2006, each State set-aside would originally hold
2 percent of the NQ allowances in the tradi ng program
budget in the State. At the end of each relevant control
period, EPA will return any allowances remaining in the
account on a pro-rata basis to the units that had received
an original allocation that had been adjusted to create the
new source set-aside in the State.

The NQ, al l owances in the allocation set-aside would be
available to any unit that woul d otherwi se be eligible for
an allocation in a control period but did not receive one
because the unit commenced operation during or after the
period on which the NQ all owance allocations for existing
units were based. To receive NQ all owances fromthe
al l ocation set-aside, the NQ Authorized Account
Representative for a unit would submt a NQ all owance
request to the Admnistrator. The request could be for no
nore than 5 consecutive control periods, starting with the
control period during which the unit is projected to
comence operation and ending with the control period
preceding the control period for which it has sufficient

data to receive an allocation with existing budget units.
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For the 6'" year or later (and possibly earlier), there
woul d be sufficient operating data for the unit to be
incorporated into the NQ all owance allocations with
exi sting budget units. The NQ, all owance request woul d need
to be submtted prior to May 1 of the first control period
for which NQ all owances are requested and after the date on
which the State issues a permt to construct the new unit.

Consistent with part 96, the all owances woul d be issued
to new units on a first-cone, first-served basis. For the
first allocation approach proposed for EGJs, all owances to
new el ectric generation units would be issued at a rate of
0.15 I b/mBtu nultiplied by the unit’s maxi num desi gn heat
input. Follow ng each control period, the unit would be
subject to a reduced utilization calculation. The EPA would
deduct NQ, al |l owances foll owi ng each control period based on
the unit’s actual utilization. Because the allocation for a
new unit fromthe set-aside is based on nmaxi mum desi gn heat
input, this procedure adjusts the allocation by actual heat
input for the control period of the allocation. This
adjustnent is a surrogate for the use of actual utilization
in a prior baseline period which is the approach used for
al l ocating NQ, all owances to existing units.

For new non- EGUs, all owances woul d be issued at the
average em ssion rate (e.g., .17 Ibs/mBtu) for existing
budget units (after controls are in place) nultiplied by the

budget wunit’s maxi num desi gn heat input. Follow ng each
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control period, the source would be subject to a reduced
utilization calculation simlar to that descri bed above for
EGUs.

For the second and third all ocation approaches proposed
for EGUs, allowances to new EGUs woul d be issued at the
average em ssion rate (in | bs/kwh) for existing budget units
(after controls are put in place) nultiplied by the nmaxi mum
design electrical generation derived from operation of the
new budget unit. Follow ng each control period, the budget
unit would be subject to a reduced utilization cal cul ation
simlar to that described above under the first approach.

d. Conpliance Supplenent Pool. This notice proposes to
establish Federal em ssions limts for sources found to
significantly contribute to ozone nonattai nnment problens in
a petitioning State. These sources would be required to
conply with the emssions limts by May 1, 2003. As

di scussed in the final NQ SIP call and the technical
support docunent “Feasibility of Installing NQ Control
Technol ogi es By May 2003,” EPA believes that this conpliance
date is a feasible and reasonabl e deadline. However, EPA
recei ved comments for the NQ, SIP call expressing concern

t hat sonme sources may encounter unexpected probl ens
installing controls by this deadline that, in turn, could
cause unacceptable risk for a source and its associ ated

i ndustry. Commenters explicitly expressed concern rel ated

to the electricity industry, stating that the deadline could
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adversely inpact the reliability of the electricity supply.
In the NQ SIP call, EPA addressed these conpliance
concerns by providing additional flexibility for sources to
conply with the requirenents. The EPA is proposing that
simlar flexibility mechani sns be provided in part 97.
First, EPA is proposing that part 97 include banking
provi sions as discussed in section I11.B.2.h. Second, EPA
i's proposing that part 97 include a conpliance suppl ement
pool that nmay be used by sources to cover excess em SSions
during the 2003 and 2004 ozone seasons that are unable to
nmeet the conpliance deadline. The proposed part 97 incl udes
a separate conpliance suppl enent pool that woul d be
available to the sources in each State identified in this
pr oposal .
1. Size of the Conpliance Supplenent Pool. The EPA
proposes to use the sane conpliance suppl enent pools on a
State-by-State basis as were included in the final NQ SIP
call. The justification for the size of the State pools is
included in the final NQ SIP call. Table 2 shows the
conpl i ance suppl enent pool that would be available to
sources in each State identified in this proposal.

Tabl e 2. Conpliance Suppl ement Pools (Tons of NQ)

State Conpl i ance
Suppl enent

Pool
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Al abana 10, 361
Connect i cut 559
Del awar e 417
District of 0
Col unbi a

Ceorgi a 10, 919
[l11inois 17, 455
| ndi ana 19, 738
Kent ucky 13, 018
Mar yl and 3, 662
Massachusetts 285
M chi gan 15, 359
M ssouri 10, 469
New Jer sey 1,722
New Yor k 1,831
North Carolina 10, 624
Chio 22,947
Pennsyl vani a 13,716
Rhode | sl and 0
Sout h Carolina 5, 062
Tennessee 12, 093
Virginia 6, 108
West Virginia 16, 937
W sconsin 6, 717

2. Distribution of the Conpliance Suppl enment Pool to
Sources. In the final NQ SIP call, EPA provides States
with two options for distributing the pool to sources. One
option is for a State to distribute sone or all of the pool
to sources that generate early reductions during ozone
seasons prior to May 1, 2003. The second option is for a
State to run a public process to provide tons to sources
that denonstrate a need for a conpliance extension. Tons
that are not distributed by a State prior to May 1, 2003

will be retired by EPA. A State wishing to use the

94



conpl i ance suppl enent pool under the NQ, SIP call nay divide
t he pool and make sonme of it available to sources through
both options, or may use only one of the options for
distributing the pool to sources prior to May 1, 2003.

Based on these options, EPAis soliciting conment on a
nunber of approaches for distributing the pool to sources
under part 97.

First, EPA solicits comment as to whether the
conpl i ance suppl enent pool should be distributed by EPA to
sources or distributed by EPA to the States that have
sources included in this proposal. |If the pools were
distributed to States, the States would then be able to
distribute the pool to sources. Part 97 is primarily
designed to be inplemented and adm ni stered directly by EPA
For this reason, it may be nost efficient for EPAto retain
the responsibility of distributing the pool to sources.
However, it may be possible to provide nore flexibility in
the use of the pool for different sources if States were
provi ded the distribution responsibility.

Second, provided that EPA decides to retain the
responsibility of distributing the pool to sources, EPA
solicits coment on two options for distribution. First,
EPA solicits comment on distributing the conpliance
suppl enent pool only for early reductions. Under this
option, the Agency would distribute allowances fromthe

conpl i ance suppl enent pool based upon the opti onal
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met hodol ogy the Agency laid out in the final NQ SIP call.
Usi ng that nethodol ogy, the Agency could issue early
reduction credits for the 2001 and 2002 ozone season to
units that have installed part 75 nonitoring by the 2000
control season, have reduced their em ssion rate in 2001 or
2002 relative to their rate in 2000 by at |east 20 percent,
and are operating in the year(s) in which they are applying
for early reduction credits at an em ssion rate bel ow .25

I b/mBtu. Provided it neets all of these criteria, a unit
coul d request early reduction credits equal to the

di fference between .25 | b/mBtu and the unit’s actual

em ssions rate nultiplied by the unit’s actual heat input
for the applicable control period. The Agency laid out the
reasons for adopting each of these criteria for early
reduction credits in the final NQ SIP call. Part 97
currently describes this option.

Under this option, if the tons of NQ in the State's
conpl i ance suppl enent pool exceed the nunber of valid early
reduction credit requests in that State, the Agency woul d
i ssue one allowance for each ton of early reduction credit
requested. Any allowances remaining in the conpliance
suppl enment pool after all valid requests have been granted
woul d be retired by the Agency. |If, however, the anount of
valid requests are nore than the size of the State’s pool,

t he Agency woul d reduce the amount in the credit requests on

a pro-rata basis so that the requests equal the size of the

96



State’s pool. After the requests have been reduced, the
Agency woul d then issue all owances based on the renaining
size of each credit request.

Wth this option, sources in States in the Ozone
Transport Comm ssion (OTC) that are subject to this
rul emaki ng woul d be allowed to bring their banked al |l owances
into the Federal NQ, Budget Trading Programas early
reduction credits provided the sumof the banked all owances
in any State does not exceed the size of the State’'s
conpliance suppl enent pool. As is the case under this
option for States outside of the OIC, any remaining credits
in the conpliance suppl enent pool would be retired. |If the
NQ, budget units in an OIC State hold banked al |l owances from
the OTC programin excess of the amount of credits in the
State’s pool, the Agency woul d reduce the anpunt of
al l omances eligible for early reduction credit on a pro-rata
basi s.

The Agency solicits comment on the nethodol ogy for
issuing early reduction credits in this option as well as
t he approach that limts the use of the conpliance
suppl enment pool for early reduction credits. Specifically,
t he Agency solicits coment on alternative nethods for
calculating early reduction credits. In addition, EPA
solicits comment on the approach specified for integration
with the OTC program

The Agency al so solicits comrent on a second option for
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distribution of the conpliance supplenent pool. Under this
second option, the Agency proposes that a portion of the
conpl i ance suppl enent pool be given out as early reduction
credits and the remai ning portion be reserved for sources
that denonstrate a need for the conpliance supplenent. As
described in the preanble to the final NQ SIP call, sources
woul d be responsible for denonstrating to the Agency and the
public that achieving conpliance by May 1, 2003 would create
undue risk either to its own operation or associated

i ndustry. The adm nistrator of the conpliance suppl enment
pool would provide the public an opportunity to comrent on
the validity of the need for this “direct distribution” of

t he conpliance suppl enent.

Under this option, the Agency woul d grant early
reduction credits using the nethod described in the first
option (or sonme variation of that approach) before allow ng
sources access to the direct distribution credits fromthe
conpl i ance suppl enent pool. The Agency proposes to address
OTC banked al | owances hel d by sources subject to this
rul emaki ng as suggested in the first option. To ensure that
the conpliance supplenment is only provided to sources that
truly need a conpliance extension, the remaining credits in
the conpliance suppl enment pool would be given out to an
owner or operator of a source that denonstrates the
fol | ow ng:

* The process of achieving conpliance by May 1, 2003
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woul d create undue risk for the source or its

associ ated industry. For electric generating units,

t he denonstration should show that installing controls
woul d create unacceptable risks for the reliability of
the electricity supply during the tine of installation.
This denonstration would include a showing that it was
not feasible to inport electricity from other systens
during the tinme of installation. Non-electric
generating sources nay also be eligible for the
conpl i ance suppl enent based on a denonstration of risk
conparable to that described for the electricity

i ndustry.

* It was not possible to conpensate for del ayed
conpliance by generating early reduction credits at the
source or by acquiring credits generated by other
sour ces.

* It was not possible to acquire allowances or credits
for the 2003 ozone season from sources that will make
reductions beyond required | evels during the 2003 ozone
season.

The Agency solicits comment on this option that

di stributes the conpliance suppl enent pool both through

early reduction credits as well as direct distribution.

Specifically, the Agency requests comment on the nunber of

credits to reserve for direct distribution, the nmethodol ogy

used for direct distribution, and options for public review
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of the direct distribution. The Agency also solicits
coment on the appropriate adm nistrator of the direct
di stribution.

Under any of the options described above, the Agency
proposes that NQ, al |l owances issued fromthe conpliance
suppl enent pool would only be avail able for sources to use
for conpliance in the 2003 or 2004 control periods. Any NQ
al l omances issued fromthe conpliance suppl enment pool that
is not used for conpliance in 2003, would be considered to
be “banked” for the 2004 control period. The Agency
proposes to retire any NQ, all owance issued fromthe
conpl i ance suppl enent pool that is not used in either the
2003 or 2004 control period at the end of the 2004 true-up
period for the reasons cited in the preanble to the final
NQ, SIP call.

e. Em ssions Mnitoring and Reporting. Subpart H of part
97 addresses nonitoring and reporting requirenents

i ncl udi ng, anong ot her things, general requirenents, initial
certification and recertification procedures, out of control
periods, notifications, recordkeeping and reporting, and
petitions. These provisions are essentially the sane as the
nmoni toring-related provisions of part 96, with cross
references to the appropriate sections of part 97. The

di fferences between the provisions reflect the fact that

adm nistration of the nonitoring requirenents i s overseen by

EPA, rather than by EPA and the permtting authority in the
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nodel state trading program As a result, for exanple,
monitoring certification applications are submtted to the
Adm ni strator and the appropriate EPA Regional Ofice in
addition to the permtting authority, and the Adm nistrator,
not the permtting authority, wll act on the applications.
Further, the Adm nistrator handles all audit
decertifications and all petitions for alternatives to the
nmoni toring requirenents.

Anot her difference is that in the State NQ, Budget
Tradi ng Program EPA included heat input nonitoring
requi renents that States m ght choose to adopt if they were
basing their allocation nmethodol ogies on heat input. The
proposed Federal NQ, Budget Tradi ng Program bases its
al l ocation approach on heat input. Therefore, EPA has
i ncluded the heat input nonitoring and reporting
requi renents in proposed part 97. Note that as explained in
section I11.3.¢c.5 of the section 126 proposal, EPA is taking
comment on three different allocation nethodol ogies.
Dependi ng on the nethodol ogy chosen, nonitoring and
reporting requirenents would vary.

The EPA is proposing these part 97 provisions for the
reasons set forth both in the proposed NO SIP call (63 FR
25938-40) and the final NQ SIP call and in order to
mnimze differences between the Federal and State NQ
Budget Tradi ng Prograns.

In particular, for the reasons set forth in the NQ SIP
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call, EPA proposes that NQ budget units be required to neet
the nonitoring and reporting requirenments in a new subpart H
of 40 CFR part 75, the Acid Rain Programregul ations (63 FR
25938-40). The EPA has pronul gated these revisions to part
75 to establish NQ nass nonitoring requirenents and provide
greater flexibility to regulated sources in conjunction with
the final NQ SIP call rule.

f. Opt-Ins. Subpart | of part 97 addresses the opt-in
process and procedures applicable to operating units that
are not NQ, budget units under 8 97.4, but are located in a
State that is included in the Federal NQ, Budget Trading
Program and wi sh to voluntarily enter (i.e., opt-in to) the
trading program The opt-in provisions can further reduce
the cost of achieving NQ reductions by allow ng these units
to join the NQ, Budget Tradi ng Program and nmake i ncrenental,
| ower cost reductions, freeing NQ all owances for use by

ot her NQ, budget units. There are potentially individual
sources not included in the trading programthat may emt
significant anmounts of NQ, and are able to achi eve cost -
effective reductions; allow ng these sources to join the
program woul d reduce the overall cost of conpliance for the
program The EPA proposes in subpart | to allow individual
conbustion sources that vent to a stack the opportunity to
opt-in to the programfor purposes of the FIP. The EPA
solicits coment on the appropriateness of these opt-in

provi si ons.
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Subpart | addresses, anong ot her things, the
applicability requirenents, allocations, procedures for
applying for a NQ budget opt-in permt, the process of
reviewi ng and approving or denying the permt, contents of
the permt, procedures for withdrawing as a NQ budget opt-
in source, and changes in regulatory status. The provisions
of this subpart are simlar to the opt-in provisions in part
96, with cross references to the appropriate sections in
part 97, though the Adm nistrator plays a greater role than
in part 96 with regard to actions on opt-in permts,
al l ocations, and other related opt-in subm ssions. For
exanpl e, under the Federal trading program opt-in permt
applications are submtted to both the Admnistrator and the
permtting authority, but only the Adm nistrator may
determ ne whether the unit qualifies as a NQ, budget opt-in
source. Furthernore the Admi nistrator, rather than the
permtting authority, allocates allowances to sources in the
Federal NQ, Budget Trading Program The EPA is proposing
these part 97 provisions for the reasons set forth both in
the proposed NQ, SIP call (63 FR 25940-42) and the final NQ
SIP call, and in order to mnimze differences between the
Federal and State NQ, Budget Tradi ng Prograns.

g. Program Adm nistration. As discussed above, the Federal
NQ, Budget Tradi ng Program would be run by EPA. The EPA
woul d identify the units covered by the program determ ne

and record the NQ all owance allocations, receive and revi ew
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nmonitoring plans and nonitoring certification applications,
and take the lead in enforcenment. As discussed above,
States would still be responsible for permtting.
C. New Source Review (NSR)

As discussed in the proposed and final NQ SIP call,
EPA bel i eves that nonattai nnent NSR of fset requirenents of
t he CAA can be net using the nmechanism of the State NQ
Budget Tradi ng Program under part 96. However, because the
Agency is continuing to evaluate a nunber of conplex issues
involved with integrating NSR and the trading program it
wi |l not be providing guidance at this time. The EPA
intends to provide such gui dance as soon as possible. At
that time, the EPA will al so address whet her EPA shoul d
integrate NSR with the tradi ng program under part 97.
VI1. Non-Trading Sources Em ssions Limts
A.  Introduction

In this section of the notice, EPA summari zes
informati on used in establishing the proposed regul ations
for the non-tradi ng source categories. The regulations
t hensel ves appear at the end of the notice. The EPA
encour ages readers to provide information and regul atory
suggestions to allow EPA to inprove the proposed rules’
clarity and provide for |east-cost conpliance approaches.
In many cases, affected sources are already subject to

existing State and | ocal em ssions reduction requirenents,
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and the responsi ble State and | ocal agencies may be
devel oping further regulatory initiatives as part of their
ongoing SIP efforts. The EPA invites comment on approaches
to craft the FIP rules in a manner which, to the extent
possi bl e, matches the format of State or |ocal regul ations
and mnimzes conflict between the Federal regulatory regine
and current or proposed State and | ocal requirenents.
However, it is inportant that the projected em ssions
decreases fromthe FIP rules are adequate to achi eve the
em ssions budget assigned in the NQ SIP call final
r ul emaki ng.
B. Permts

As nmentioned earlier, the regulations governing State
permtting under title V define an "applicable requirenent,”
whi ch nust be reflected in a title V operating permt, as
i ncludi ng any standard or other requirenent provided for in
the applicable inplenentation plan approved or pronul gated
by EPA, through rul emaking under title |I of the CAA that
i npl ements the relevant requirenents of the CAA, including
any revisions to that plan pronulgated in part 52 of this
chapter (40 CFR 70.2). Since today’s proposed rule is being
promul gated under title I, the requirenments of this rule are
applicable requirenents under 8 70.2 and nust be reflected
inthe title V operating permt of sources subject to the
FIP that are required to have such a permt. The EPA

believes that the |large stationary internal conbustion
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engi nes and cenent kilns subject to the FIP are required to
have a title V permt. Further, all State and local air
permtting authorities currently have EPA-approved title V
operating permts prograns. Consequently, these State and
| ocal agencies would be the permtting authorities for the
sources subject to the FIP
C. Stationary Internal Conmbustion Engi nes
1. Rule Requirenents

As described in the NQ SIP call, EPA s budget
cal cul ation includes a 90 percent decrease from uncontrolled
| evels for the large sources in this category. The FIP
rul es proposed today are designed to achieve that 90 percent
em ssions decrease, averaged over a rolling 30-day period,
usi ng control technologies that are estimated to be |ess
t han $2, 000 per ton of NQ, renbved on average. The
requi renents are contained in the regulatory section of this
notice. To ensure that the rules apply only to | arge
sources, the regulation includes a size cutoff of between
2,400 and 4, 400 brake horsepower, depending on the fuel.
2. Background

The control level selected for spark ignited rich-burn
engines is a limt of 110 parts per mllion by volunme (ppnm)
NQ, at 15 percent oxygen (O,) for engines that are 2400
brake horsepower (hp) or larger. This represents non-

sel ective catalytic reduction (NSCR) control. The NSCR
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provi des the greatest NQ reduction of all technol ogies
considered in the Alternative Control Techni ques (ACT)
docunent for “NQ, em ssions from Stationary Reci procating
| nt ernal Conbustion Engi nes” (EPA-453/R-93-032) and is
capabl e of providing a 90 to 98 percent reduction in NQ
em ssions. The range of controlled NQ is reported to be
0.3 to 1.6 grans per brake horsepower-hour (g/hp-hr), or 20
to 110 ppnmv (at 15 percent O) in the ACT docunent. The
| ower end of the range represents 98 percent control and the
upper end represents 90 percent control. According to the
ACT docunent, one NSCR supplier guarantees 98 percent
reduction. However, an alternative limtation of 90 percent
reducti on was sel ected because 98 percent reduction is based
on a single supplier’s guarantee. Engines that are 2400 hp
or larger have the potential to emt 1 ton of NQ, per day.
The control level selected for spark ignited |ean-burn
engines is a limt of 125 ppmv NQ, at 15 percent O, for
engi nes that are 2400 hp or larger. This represents
sel ective catalytic reduction (SCR) control. The SCR
provi des the greatest NQ reduction of all technol ogies
considered in the ACT docunent for |ean-burn engines and is
capabl e of providing a 90 percent reduction in NQ
em ssions. Engines that are 2400 hp or |arger have the
potential to emt 1 ton or nore of NQ per day.
The control level selected for diesel engines is a

[imt of 175 ppmv NQ, at 15 percent O, for engines that are
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3100 hp or larger. This represents SCR control. The SCR
provi des the greatest NQ, reduction of all technol ogies
considered in the ACT docunent for diesel engines and is
capabl e of providing a 90 percent reduction in NQ

em ssions. Engines that are 3100 hp or | arger have the
potential to emt 1 ton or nore of NQ per day.

The control |evel selected for dual fuel engines is a
[imt of 125 ppmv NQ, at 15 percent O, for engines that are
4400 hp or larger. This represents SCR control which
provi des the greatest NQ, reduction of all technol ogies
considered in the ACT docunent for dual fuel engines. The
SCR i s capable of providing a 90 percent reduction in NQ
em ssions fromdual fuel engines. Dual fuel engines that
are 4400 hp or larger have the potential to emt 1 ton of
NQ, per day.

To ensure conpliance with these post-conbustion
controls, EPA is proposing requiring affected sources to
install continuous em ssions nonitoring systens (CEMS). The
CEMS nust neet the requirenents of 40 CFR part 60. The EPA
is proposing the part 60 requirenents rather than the part
75 requi renments because the rule does not regul ate nass
em ssions, but instead regulates on a volunetric (parts per
mllion) basis.

The EPA invites coment on alternative approaches to
nmoni toring em ssions, including CEMS neeting the

requi renents of 40 CFR part 75. The EPA specifically
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requests comrents on the use of predictive em ssions
monitoring systens (PEMS). The EPA will give greater
consideration to coments that provide data denonstrating
the accuracy of alternative nethods such as PENS,
particularly if the data provide a conparison of the
alternative nethod to sinultaneous data gat hered using
either a CEM or using EPA reference nethod testing. More
consideration will also be given to data that provide
conplete informati on about the range of unit operating
paraneters that the nethod was tested over. |[|f comenters
do not have these data avail able, EPA requests conments
expl ai ning why the alternative nmethods would be valid over
the range of operating conditions that the unit could be
expected to be operating.
D. Cenment Manufacturing
1. Rule Requirenents

As described in the NQ SIP call, EPA s budget
cal cul ation includes a 30 percent decrease fromuncontrolled
| evels for the large sources in this category. The FIP
rul es proposed today are designed to achieve that 30 percent
em ssions decrease using control technologies that are
estimated to be | ess than $2,000 per ton of NQ, renpved.
The requirenents are to install and operate | ow NQ, burners,
md-kiln firing, or alternative control techniques, subject

to EPA approval, that achieve at |east the sane em ssions
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decreases as | ow NQ, burners or md-kiln firing. These
requi renents are contained in the regulatory section of this
notice. To ensure that the rules apply only to large
sources, the rule applies only to kilns with process rates
of at least the foll ow ng:

Long dry kilns - 12 tons per hour (TPH)

Long wet kilns - 10 TPH

Preheater kilns - 16 TPH

Precal ci ner and preheater/precalciner kilns - 22 TPH.

For the purpose of determ ning alternative control
techni ques that EPA would consider, it should be noted that
EPA expects the followng emssions limts can be nmet by
| ow- NOQ, burners or md-kiln firing:

(i) For any long wet kiln, 6.0 | bs/ton of clinker
produced when averaged over any 30 consecutive days.

(1i) For any long dry kiln, 5.1 |Ibs/ton of clinker
produced when averaged over any 30 consecutive days.

(ti1) For any preheater kiln, 3.8 | bs/ton of clinker
produced when averaged over any 30 consecutive days.

(iv) For any preheater/precal ciner or precalciner kiln,
2.8 I bs/ton of clinker produced when averaged over any 30
consecutive days.
2. Backgr ound

There are 4 types of cenment kilns: [long wet, long dry,

preheater, and precal ciner, as described in the ACT docunent
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for “NQ, em ssions from Cenent Manufacturing” (EPA-453/R-94-
004). For purposes of developing this rule, EPA is using
t he average of the standard EPA em ssion factor (see Vol une
|: “Stationary Point and Area Sources,” Chapter 11, “M neral
Products Industry Conpilation of Air Pollutant Em ssion
Factors,” AP-42, Fifth Edition, EPA) and ACT docunent
uncontroll ed em ssion factors. Available NQ controls with
cost effectiveness |l ess than $2,000/ton (expressed in 1992
dol l ars) and whi ch achi eved the nost reductions are:
a. Md-Kiln firing. Cost effectiveness of $430-610/ton.
Applicable for long wet and long dry kilns. Ten long kilns
have been nodified for md-kiln firing. Two em ssion tests
show NQ, reductions of 18 and 36 percent.
b. Low NQ, burner. Cost effectiveness of $830-1, 330/t on.
Applicable for all kilns. Experinental tests show NQ
reductions of 20-30 percent. Subsequent to the ACT
docunent, one test at an indirect fired-coal systemwth a
| ow- NO, burner shows reduction of 28 percent.
c. Selective noncatalytic reduction. Cost effectiveness of
$440- 1, 240/ ton. Applicable for preheater and precal ciner
kilns. Two experinental tests - NQ reductions of 27-40
per cent .

The definitions in the proposed rule are generally from
t he cenent ACT docunent and the Myjave Desert, California

rule for portland cement (AQWD Rule 1161). The conpliance
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determ nation, nonitoring and recordkeepi ng requirenents,
exenptions, and test nethod sections are adapted primarily
fromthe Myjave Desert rule. In addition, cenment rules from
the follow ng areas were exam ned: Santa Barbara County
(California), States of Florida, New Hanpshire, Mine,
Massachusetts, Northeast States for Coordinated Air Use
Managenment and Sacranento Metropolitan (California).

To ensure conpliance with these requirenments and to
determ ne the em ssions reductions, EPA is proposing
requiring affected sources to conplete an initial
performance test and subsequent annual testing. The EPA is
proposi ng this approach rather than requiring CEMS because
EPA is not requiring these sources to neet an em ssion
limt, either on a rate basis as IC engines are, or on a
mass basis as units subject to the trading program are.

Rat her, cenment kilns are required to denonstrate that
controls have been installed and are being properly
operated. The proposed conbustion controls, once installed
and operating, are expected to be effective over the ozone
season and are not subject to as nuch uncertainty as sone
post - conbustion controls, where, for exanple, the anount of
reagent injected by the operator on a daily or hourly basis
is critical. Any cenent manufacturing units that choose to
opt-in to the trading programwould need to install and
operate CEMS consistent with the requirements of 40 CFR part

75. The part 75 requirenments are necessary in a trading
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program because consi stent and accurate nonitoring of

em ssions is necessary for accountability regarding
conpliance with the requirenent to hold NQ, al |l owances and
to ensure that a ton of em ssions attributed to one source
in one State is equivalent to a ton attributed to anot her
source in the sane or another State.

The EPA invites coment on alternative approaches to
nmonitoring em ssions for this industry, including CEMS
nmeeting the requirenents of 40 CFR part 60 or part 75. The
EPA specifically requests comments on the use of PEMS. The
EPA wi Il give greater consideration to comments that provide
data denonstrating the accuracy of alternative nethods such
as PEMS, particularly if the data provide a conparison of
the alternative nmethod to sinultaneous data gathered using
either a CEM or using EPA reference nethod testing.

VII'l. Admnistrative Requirenents
A.  Regul atory Inpact Analysis

Under Executive Order 12866 (58 FR 51735, QOctober 4,
1993), the Agency nust determ ne whether the regul atory
action is "significant" and, therefore, subject to Ofice of
Managenent and Budget (OVB) review and the requirenents of
the Executive Order. The Order defines "significant
regul atory action" as one that is likely to result in a rule
t hat may:

1. Have an annual effect on the econony of $100
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mllion or nore or adversely affect in a material way the
econony, a sector of the econony, productivity, conpetition,
j obs, the environnent, public health or safety, or State,

| ocal, or tribal governnents or communities;

2. Create a serious inconsistency or otherw se
interfere with an action taken or planned by anot her agency;

3. Materially alter the budgetary inpact of
entitlenents, grants, user fees, or |loan prograns or the
rights and obligations of recipients thereof; or

4. Raise novel legal or policy issues arising out of
| egal mandates, the President's priorities, or the
principles set forth in the Executive O der.

The EPA believes that this action is a "significant
regul atory action" because it would have an annual effect on
t he econonmy of approximately $1.7 billion. The EPA has
estimated benefits fromthis proposal in the range of $1.1-
4.2 billion, with EPA's best estimate being $3.4 billion.
Therefore, the NPR was submtted to OVMB for review. Any
witten cooments from OMB to EPA and any witten EPA
response to those coments are included in the docket. The
docket is available for public inspection at the EPA's Air
Docket Section, which is listed in the ADDRESSES section of
this preanble. Detailed information on the benefits and
costs of changes in NQ emssions is contained in the RIA in
the NQ SIP call docket, which also serves as the RIA for

the FI P proposal .
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The EPA is proposing to regulate NQ, em ssions from
stationary sources in the follow ng catgegories |ocated in
22 States and the District of Colunbia: electric power
generating units, industrial boilers and turbines, cenent
manuf acturing and internal conbustion engines. This wll
|l ead to the placenent of NQ, controls on operating units in
t hese categories. Therefore, EPA has estimated the NQ
em ssions reductions and costs resulting fromthis proposal.

Anal ytical limtations prevented EPA from esti mating
the costs of a single, State-specific cap-and-trade program
for the | arge EGUs and non- EGU point sources. Therefore,
the Agency estimted the inpacts of a regional cap-and-trade
programonly for the EGJs at this time. For non-EGUs in the
core trading program EPA assuned a | east-cost analysis as
described in the NQ SIP call. Finally, EPA assuned
em ssions decreases fromlarge cenent plants and stationary
i nternal conbustion engines using a comrand-and-control type
approach since trading may not be imedi ately avail abl e as
an option for these sources.

B. Inpact on Small Entities
1. Regulatory Flexibility Act.

The Regul atory Flexibility Act (RFA), as anended by the
Smal | Busi ness Regul atory Enforcenment Fairness Act (SBREFA),
provi des that whenever an agency is required to publish a

general notice of proposed rul emaking, it nmust prepare and

115



make available an initial regulatory flexibility analysis,
unless it certifies that the proposed rule, if pronul gated,
wi |l not have “a significant econom c inpact on a
substantial nunber of small entities.”

In the process of devel oping this rul emaki ng, EPA
worked with the Small Business Administration (SBA) and the
O fice of Managenent and Budget (QOVB) and obtai ned i nput
fromsmall businesses, small governnental jurisdictions, and
smal | organi zations. On June 23, 1998, EPA's Small Busi ness
Advocacy chai rperson convened a Small Busi ness Advocacy
Revi ew Panel under section 609(b) of the RFA as anmended by
SBREFA. For this proposal, in addition to its chairperson
t he Panel consisted of EPA's Deputy Director of the Ofice
of Air Quality Planning and Standards within the Ofice of
Air and Radi ation, the Adm nistrator of the O fice of
I nfformati on and Regul atory Affairs within the OVB, and the
Chi ef Counsel for Advocacy of the SBA

As described below, this Panel conducted an outreach
effort and conpleted a report on the FIP proposal. The
report provides background information on the proposed rule
bei ng devel oped and the types of small entities that would
be subject to the proposed rule, describes efforts to obtain
t he advi ce and recommendati ons of representatives of those
smal |l entities, summarizes the comments that have been
received to date fromthose representatives, and presents

the findings and reconmmendati ons of the Panel; the conpleted
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report, coments of the small entity representatives, and
other information are contained in the docket for this
r ul emaki ng.

It is inportant to note that the Panel’s findings and
di scussi on are based on the information avail able at the
time this report was drafted. The EPA is continuing to
conduct anal yses relevant to the proposed rule, and
addi tional information nmay be devel oped or obtained during
the remai nder of the rul e devel opnment process. The Panel
makes its report at a prelimnary stage of rule devel opnent
and its report should be considered in that light. At the
sane time, the report provides the Panel and the Agency wth
an opportunity to identify and explore potential ways of
shapi ng the proposed rule to mnimze the burden of the rule
on small entities while achieving the rule’ s statutory
pur poses. Any options the Panel identifies for reducing the
rule’s regulatory inpact on small entities may require
further analysis and/or data collection to ensure that the
options are practicable, enforceable, environnentally sound
and consistent with the statute authorizing the proposed
rul e.

2. CQutreach to Small Entity Representatives.

In consultation wwth the SBA, EPA invited 36 snal
entity representatives to participate in its outreach
efforts on this proposal. The EPA, OB, and SBA held an
initial outreach neeting with a group of small-entity
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representatives in Washington, D.C. on April 14, 1998. The
purpose of this neeting was to famliarize the small-entity
representatives with the substance of the rul emaki ng and the
ki nds of sources being considered for regulation, and to
solicit coment on these topics. Subsequent to the neeting,
the representatives submtted foll owup comments in witing.
The primary outreach was acconplished by a neeting with the
smal | -entity representatives in Washi ngton, D.C. on August
4, 1998. The purpose of this neeting was to present the
results of EPA's analysis on small-entity inpacts, and to
solicit coment on this analysis and on suggestions for
inpact mtigation. Subsequent to the neeting, the
representatives submtted follow up coments in witing.

To define small entities, EPA used the SBA industry-
specific criteria published in 13 CFR section 121. The SBA
si ze standards have been established for each type of
econom c activity under the Standard | ndustri al
Classification (SIC) System Due to their NQ-emtting
properties, the follow ng industries have the potential to
be affected by the NQ FI P rul enaki ng:

SIC Codes in Division D Manufacturing

2611 -- Pulp mlls

2819 -- Industrial Inorganic Materials

2821 -- Plastics Materials, Synthetic Resins, and
Nonvul cani zabl e El astoners

2869 -- Industrial Organic Chem cals
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3211 -- Flat d ass

3221 -- d ass Containers

3229 -- Pressed and Blowmn 3 ass and ( assware

3241 -- Cenent, Hydraulic

3312 -- Steel Wrks, Blast Furnaces, and Rolling MIls
3511 -- Steam Gas, and Hydraulic Turbines

3519 -- Stationary Internal Conbustion Engi nes

3585 -- Air-Conditioning and WVarm Air Heati ng Equi pnent and
Commerci al and | ndustri al Ref ri gerati on Equi pnent
SIC Codes in Division E: Transportation, Conmmunications,
Electric, Gas, and Sanitary Services

SIC Major Goup 49: Electric, Gas, and Sanitary Servi ces,
i ncl udi ng:

4911 -- Electric Uilities

4922 -- Natural Gas Transm ssion

4931 -- Electric and other Gas Services

4961 -- Steam and Air Conditioning Supply

3. Potentially Affected Small Entities.

The primary topic of the Panel discussion was the
applicability of the FIP to the various categories of NQ-
emtting sources, the costs the rule would inpose, and the
possibility of further reducing rule applicability.
Secondary topics included em ssions nonitoring and ot her
potentially duplicative Federal rules. These di scussions
are summari zed bel ow.

The FIP rulemaking is potentially applicable to all
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stationary-source, NQ-emtting entities in the 23-
jurisdiction area covered by the FIP. The EPA estinmates
that the total nunber of such entities is approxi mately
5300, of which about 1200 are snmall entities. Based
primarily on considerations of overall cost effectiveness
and adm nistrative efficiency, EPA is considering reducing
this applicability based on several factors including input
fromthis Panel. Specifically, EPA is proposing to exenpt
(i.e., not regulate) a nunber of source categories from
bei ng subject to this regul ati on based on factors such as
low relative em ssions and | ack of an identified NQ, control
technol ogy. Additional categories of sources are being
consi dered for exenption because they may not be highly cost
effective to control, with EPA considering an average cost
ef fectiveness of $2000 per ton of NQ renoved as the upper
[imt for highly cost-effective reductions. These factors
are discussed in detail in section |IV.F, Oher Point Source
Categories, of this notice.

| f EPA takes final action as proposed today with this
reduced- applicability approach, the FIP will apply only to
the follow ng types of sources: EGUs, industrial boilers and
conmbustion turbines, and internal conbustion engi nes and
cenment manufacturers. The stringency |evels of control EPA
currently intends to propose for these types of sources is
as follows: for EGQUs, an em ssion rate of 0.15 pounds of NQ

per mllion BTU, for industrial boilers and conbustion
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turbi nes, an em ssion reduction of 60 percent; for internal

conbustion engi nes, an em ssion reduction of 90 percent; and

for cenment manufacturers, an em ssion reduction of 30

percent. At these stringency |levels, the estimated nunber

of small entities that would be affected is as foll ows:

* Electric Generating Units -- 114 small entities

* | ndustrial Boilers and/or Conbustion Turbines -- 31
smal | entities

* | nt ernal Conbusti on Engi nes and Cenent Manufacturers --
8 small entities

EPA has further estimated that, of these affected snal

entities, the follow ng woul d experience conpliance costs

equal or greater to 1 percent of their revenues:

* Electric Generating Units -- 32 small entities

* | ndustrial Boilers and Conbustion Turbines -- 7 smal
entities

* | nt ernal Conbusti on Engi nes and Cenent Manufacturers --

3 small entities
O these, EPA estimates that about 18 small entities with
EGUs and 4 small entities with industrial boilers or
turbi nes woul d see costs greater than 3 percent of revenues,
and that no I C engines or cenent manufacturers would see
costs above 3 percent of revenues.

Focusing the rule on these categories would constitute
a reduction of over 85 percent in the nunber of snal

entities affected by the rule: out of 1200 potentially-
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affected snmall entities, over 1000 woul d be exenpted, with
only 153 small entities remaining. The Panel received
witten comrents fromthree small-entity representatives
strongly endorsing these exenptions.
4. Panel Findi ngs and EPA Actions
a. Exenptions. The Panel agreed with the general approach
EPA is proposing to define the scope of the rule. The Panel
recomended that the categorical exenptions noted above be
included in the proposal, and further recommended that the
applicability of EPA' s proposed rule be limted to the
categories shown in that section. As discussed in section
|V of this notice, EPAis proposing to limt applicability
as recommended by the Panel. Furthernore, as described
bel ow, the Panel considered it appropriate to explore
addi tional options for reducing the inpact of the rule.
Several of the small entity representatives suggested
that EPA exenpt all small entities fromthis rul emaking.
Al t hough EPA does not feel that a bl anket, across-the-board
exenption could be supported, EPA is receptive to proposals
for further exenptions, up to and including exenpting al
smal |l entities if that could be shown to be appropriate. As
recommended by the Panel, EPA solicits comrent on additional
types of small-entity exenptions and the rational bases on
whi ch such exenptions could be made, such as

di sproportionate ability to bear costs and adm nistrative
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burden. Further, where such exenptions are recommended, EPA
solicits comment on specific approaches to achieving the
total em ssions reductions proposed in the FIP since
additional types of small-entity exenptions would create an
em ssions shortfall; approaches could include tighter limts
on certain sources affected by the FIP or revision of the
NQ, SI P call budget.

b. Continuous Em ssions Mnitoring Systens. The Panel
received both witten and oral comments to the effect that
CEMS woul d be prohibitively costly for many industri al
boilers, representing a significant part of the cost of the
rule. The EPA believes that to enhance the enforceability
of the emssion limtation in the FIP (as required by
section 110(a)(2)(A)), it is necessary for all sources in
the trading programto be subject to accurate and consi stent
nmoni toring requirenents designed to denonstrate conpliance
wth a mass emssion Iimtation, and, therefore, intends to
require all large units to nonitor NGO, nmass em Ssions using
CEMS (including units opting-in to the trading progran

The EPA is currently considering whether to require CEMS for
both tradi ng and non-trading sources in this rule. However,
EPA does believe that it is appropriate to provide | ower-
cost nonitoring options for units with | ow NQ nass

em ssions, and ,therefore, intends to all ow non- CEMS
alternatives for units that have em ssions of |ess than 50

tons per year of NQ. This cutoff will provide relief for
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boil ers | arge enough to be covered by the rule, but that run
for a smaller nunmber of hours each year, including any such
boil ers owned by snmall entities.

The OMB and SBA share the commenters' concern for the
potentially high cost of CEMS requirenents. Consistent with
this concern, EPA solicits comment on alternative nonitoring
options for non-trading sources, such as paranetric
monitoring or nonitoring as currently required by the new
source performance standards (NSPS) program
C. Trading Program Qpt-1n

The Panel recommended that EPA encourage non-trading
sources to opt-in to the emssions trading program |In the
Panel s view, allow ng these sources to opt-in to the
tradi ng program provi des an incentive to develop alternative
cost-effective control options that will allow sources to
i nprove overall em ssions reduction cost savings. The EPA
solicits comment on effective ways to acconplish this while
still maintaining the integrity of the trading system
d. Cement Kil ns

Consi stent with SBREFA's goal of reducing small-entity
i npacts, the Panel al so proposed a nunber of specific ideas
for exenpting or reducing burden on particul ar categories of
small entities. Many of these ideas were generated from
coments made by small entity advisors to this Panel. The

first category the Panel explored was cenent kilns, where
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comenters had rai sed questions regarding EPA's anal yses of
control efficiency and cost. The first option explored was
to propose exenpting cenent kilns as a source category if it
coul d be shown that EPA s assunmed 30 percent reduction of
NQ, em ssions is not feasible, and that the achievabl e
reductions were such that it would not be cost effective to
require controls on these sources. As recomended by the
Panel, EPA solicits conmment on rational bases on which

smal | -entity-owned cenent kilns could be exenpted if further
anal ysis shows this to be appropriate. Exanples of the

ki nds of factors that m ght be considered rational bases for
exenption are disproportionate ability to bear costs and
adm ni strative burdens, and contributing only de mnims
anounts of em ssions.

The second option considered by the Panel was to retain
applicability to cenent kilns, but to grant relief if, after
installing available controls, they proved to be unable to
achi eve the mandated 30 percent reduction in NQ, em ssions.
Thi s concept was conceived in this case due to commenters
clainms that cenent kilns are highly idiosyncratic, and that
the avail able cost-effective technologies (such as md-kiln
firing) may produce greatly varying results fromunit to
unit. The nodel concept considered was that of an
Alternative Emssion Limt (AEL) simlar to the one used in
the acid rain NQ, reduction program (59 FR 13538, March 22,

1994), whereby a source can apply for and receive a |ess
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stringent reduction requirenent if it can be shown that this
| esser reduction is the nost that can be achieved at that
particular unit. To inplement this concept, the Panel
recommended that EPA solicit conment on whether small -
entity-owned cenent kilns unable to achieve the nmandated
reducti on should be given the opportunity to apply for an
AEL to be set at a level denonstrated to be achi evabl e at
the unit in question. The EPA solicits comment on the
appropriateness and workability of this option, particularly
information that woul d support it.
e. El ectric Generating Units

The next area considered by the Panel was EGJUs. The
EPA' s anal ysis shows that slightly nore than 30 EGUs may
experience costs above 1 percent of revenues, and that 18 of
these m ght exceed 3 percent. From conmments made by smal
utilities, the Panel suspects that many of these high-cost-
to-revenue situations may invol ve peaking units, which run
only a small percentage of the tinme and thus may be
inefficient to control. To address this problem the Panel
recommended that EPA solicit conmment on whether to all ow
EGQUs to obtain a federally enforceabl e NO, em ssions tonnage
limt (e.g., 25 tons during the ozone season) and thereby
obtain an exenption fromFIP applicability. The EPA
solicits coment on the necessity for and appropri ateness of

such an option.
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f. | ndustrial Boilers

I ndi vi dual Panel nenbers conceived of other potenti al
ways to mtigate inpact on small entities, such as raising
the size cutoff for small entities and/or |essening the
requi red percentage reduction in NQ em ssions required from
smal |l entities. The SBA encouraged the Agency to conduct
anal yses to determ ne the inpact of 40 percent reduction
being applied solely to small entities and 60 percent solely
to large entities, and the resulting effect on control
| evel s for sources regulated in the FIP proposal. The EPA
solicits coment on whether requirenents should be reduced
on small-entity-owned industrial boilers by sonme conbi nation
of raising the size cutoff and/or | essening the required
reduction; which, if any, of these options is preferable;
the necessity and appropri ateness of any such option; the
appropriate level (e.g., 40 percent reduction instead of 60
percent); and information to support any comments
subm tted.
g. EPA Cui dance to States on Snall Entities

Finally, the Panel noted that several small entity
representatives expressed concern that regardl ess of the
sensitivity to small-entity concerns EPA shows in the FIP
(or section 126) rul emaking, the States may neverthel ess see
fit to target small entities in their SIPs. To hel p address

this problem the Panel recommended that, subsequent to the
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FI P and 126 proposals, EPA issue guidance that conveys to
the States the kinds of options and alternatives EPA has
considered in addressing small-entity concerns, explains the
rati onal e behind these kinds of options, and recommended
that the States consider adopting simlar alternatives in
their SIPs. The EPA intends to address this issue as it
devel ops i npl enentati on gui dance for the States to use in
devel opi ng Sl Ps.
C. Unfunded Mandates Reform Act

Title I'l of the Unfunded Mandates Reform Act of 1995
(UVRA), Pub.L. 104-4, establishes requirenments for Federal
agencies to assess the effects of their regulatory actions
on State, local, and tribal governnents and the private
sector. Under section 202 of the UWRA 2 U S. C. 1532, EPA
generally nmust prepare a witten statenent, including a
cost-benefit analysis, for any proposed or final rule that
“includes any Federal mandate that may result in the
expenditure by State, local, and tribal governnents, in the
aggregate, or by the private sector, of $100, 000,000 or nore

in any one year.” A “Federal mandate” is defined under
section 421(6), 2 U S.C. 658(6), to include a “Federal
i ntergovernnmental nmandate” and a “Federal private sector
mandate.” A “Federal intergovernnental mandate,” in turn
is defined to include a regulation that “would i npose an

enforceabl e duty upon State, local, or tribal governnents,”
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section 421(5)(A) (i), 2 U S.C. 658(5 (A (i), except for,
anong other things, a duty that is “a condition of Federal
assi stance,” section 421(5) (A (i)(l). A “Federal private
sector mandate” includes a regulation that “would i npose an
enforceabl e duty upon the private sector,” with certain
exceptions, section 421(7)(A), 2 U S.C. 658(7)(A.

The EPA is taking the position that the requirenments of
UVRA apply because this action could result in the
establ i shment of enforceable mandates directly applicable to
sources (including sources owned by State and | ocal
governnents) that could result in costs greater than $100
mllion in any one year. The UVRA generally requires EPA to
identify and consi der a reasonabl e nunber of regul atory
alternatives and adopt the |east-costly, nost cost-effective
or | east-burdensone alternative that achieves the objectives
of the rule. The EPA s analysis, “Unfunded Mandates Reform
Act Anal ysis For the Proposed Federal Inplenentation Plan
Rul e Under the Clean Air Act Amendnents Title I,” is in the
docket for this action and exam nes the inpacts of the
proposed FIP on EGJUs and non- EGUs owned by State, |ocal, and
tribal governnments, as well as those sources owned by
private entities. This proposal potentially affects 78 EGUs
that are owned by two States and 24 municipalities
(Massachusetts and South Carolina own 19 units, and the

muni ci palities own the remaining 59 units). |In addition, 7
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non- EGUs owned by 2 States and 5 nmunicipalities are
potentially affected. The EPA has not identified any units
on Tribal |ands that woul d not be subject to the proposed
requi renents. The overall costs are dom nated by the 78
EGUs and range from3.2 to 3.9 percent of the total costs
for all of the EGUs potentially affected by the FIP. These
State- and municipality-owned units produce approxi mately
2.6 percent of the electricity in the region, which suggests
that their cost inpacts are only slightly higher than their
production share, in conparison to all units in the region.
Under section 203 of UWRA, 2 U . S.C. 1533, before EPA
establishes any regulatory requirenents “that m ght
significantly or uniquely affect small governnents,” EPA
must have devel oped a small governnent agency plan. The
pl an nust provide for notifying potentially affected smal
governnents; enabling officials of affected snal
governnments to have nmeaningful and tinely input in the
devel opment of EPA regul atory proposals with significant
Federal intergovernnental mandates; and inform ng,
educating, and advising snmall governnments on conpliance with
the regul atory requirenents. The proposed requirenents do
not di stingui sh EGUs based on ownership, either for those
units that are included within the scope of the proposed
rule or for those units that are exenpted by the generating

capacity cut-off. Consequently, the proposed rule has no
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requi renents that uniquely affect small governments that own
or operate EGUs within the SIP call region. Wth respect to
the significance of the rule's provisions, EPA s UVRA
anal ysis (cited above) denonstrates that the econom c i npact
of the rule will not significantly affect State or muni ci pal
EGUs or non-EGUs, either in terns of total cost incurred and
the inpact of the costs on revenue, or increased cost of
electricity to consunmers. Therefore, devel opnent of a snal
government plan under section 203 of the Act is not
required.

Under section 204 of UWRA, 2 U S.C. 1534, if an agency
proposes a rule that contains a “significant Federa
i ntergovernnmental mandate[], the agency nust devel op a
process to permt elected officials of State, local, and
tribal governnments to provide input into the devel opnent of
the proposal.” In order to fulfill UVRA requirenents that
publicly-elected officials be given neaningful and tinely
input in the process of regul atory devel opnent, EPA has sent
letters to five national associations whose nenbers include
el ected officials. The letters provide background
i nformation, request the associations to notify their
menbershi p of the proposed rul enaki ng, and encour age
interested parties to comment on the proposed actions by
sendi ng comments during the public comment period and

presenting testinony at the public hearing on the proposal.
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Any comments will be taken into consideration as the action
nmoves toward final rul emaking.

In addition, during the NOx SIP call, EPA provided
direct notification to potentially affected State and
muni ci pal | y-owned utilities as part of the public coment
and hearing process attendant to proposal of the NOx SIP
call and suppl enental notice of proposed rul emaki ng. These
procedures hel ped ensure that small governnents had an
opportunity to give tinely input and obtain information on
conpliance. EPA provided the 26 State- and nunicipality-
owned utilities and appropriate elected officials with a
brief summary of the proposal and the estinmated inpacts.
The public rulemaking also elicited numerous comments from
State and nunicipal utilities and groups representing
utility interests.
D. Paperwork Reduction Act

The information collection requirenents in this
proposed rul e have been submtted for approval to the OVB
under the Paperwork Reduction Act, 44 U S. C. 3501 et seq.
An Information Collection Request (ICR) docunment has been
prepared by EPA (I CR No. 1883.01) and a copy may be obtai ned
from Sandy Farmer, by mail at OP Regul atory Information
Di vision, US Environnmental Protection Agency (2137), 401 M
St., SW Washington, DC 20460, by email at

farmer.sandy@panai | . epa. gov, or by calling (202) 260-2740.
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A copy may al so be downl oaded off the internet at
http://ww. epa. gov/icr.

The EPA believes that it is essential that conpliance
with the regional control strategy be verified. Tracking
em ssions is the principal nmechanismto ensure conpliance
wi th the budget and to assure the downw nd affected States
and EPA that the ozone transport problemis being addressed.
The reporting requirenents can be divided into three
categories: statew de em ssions budgets, trading program
and other stationary source categories regul at ed.

1. St at ewi de Em ssi ons Budgets

The reporting and recordkeepi ng burden (to be incurred
by EPA) for this collection of information is described in
the final NQ SIP call rulemaking and is summari zed bel ow.

Respondent s/ Affected Entities: States, along with the
District of Colunbia, which are included in the NQ SIP
call.

Nunmber of Respondents: 23

Frequency of Response: annually, triennially

Esti mat ed Annual Hour Burden per Respondent: 282

Esti mat ed Annual Cost per Respondent: $7,942.68

Estimated Total Annual Hour Burden: 6, 486

Esti mated Total Annualized Cost: $182,682.00

2. Tradi ng Program
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Respondent s/ Affected Entities: Large fossil fuel
boil ers, turbines and conbi ned cycle units which are
included in the NQ FIP.
Nunmber of Respondents: 2313
Frequency of Response:
- Em ssions reports quarterly for sonme units,
tw ce during ozone season for others
- Test notifications and all owance transfers on an
i nfrequent basis
- Conpliance certifications on an annual basis
Esti mat ed Annual Hour Burden per Respondent: 107
Esti mat ed Annual Cost per Respondent: $6, 888
Estimated Total Annual Hour Burden: 249,150
Esti mated Total Annualized Cost: $15, 931, 033
Note that these are an average estimate for the first three
years of the program EPA estimtes |lower costs in the
first two years of the program because less units wll be
participating at that time. The units that will be
participating at that time are units that are applying for
early reduction credits. EPA also estimates that the
hi ghest conpliance costs will occur in 2002, when the
majority of the units that have to install and certify new
monitors to conply wwth the programw |l do so. EPA
believes that the year 2003 wll be nore representative of

t he actual ongoing costs of the program At that tine EPA
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estimates a burden of 179 hours per source and a cost of
$27,670 per source.
3. Non- Tr adi ng Sour ces Regul at ed

Respondent s/ Affected Entities: Large stationary
i nternal conbustion engines and cenent manufacturing which
are included in the NQ FIP.

Nunmber of Respondents: 363

Frequency of Response:

- emssions reports either quarterly during the
ozone season or annual ly

Esti mat ed Annual Hour Burden per Respondent: 464

Esti mat ed Annual Cost per Respondent: $33, 303

Estimated Total Annual Hour Burden: 168, 390

Esti mated Total Annualized Cost: $12, 089, 000

Burden neans the total tinme, effort, or financial
resources expended by persons to generate, maintain, retain,
or disclose or provide information to or for a Federal
agency. This includes the tine needed to review
instructions; develop, acquire, install, and utilize
technol ogy and systens for the purposes of collecting,
val i dating, and verifying information, processing and
mai ntai ning information, and di scl osing and providi ng
information; adjust the existing ways to conply with any
previously applicable instructions and requirenents; train

personnel to be able to respond to a coll ection of
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informati on; search data sources; conplete and review the
collection of information; and transmt or otherw se
di scl ose the information.

An agency may not conduct or sponsor, and a person is
not required to respond to a collection of information
unless it displays a currently valid OVB control nunber.

The OMB control nunbers for EPA's regulations are listed in
40 CFR part 9 and 48 CFR chapter 15.

Comrents are requested on the Agency's need for this
information, the accuracy of the provided burden estimates,
and any suggested nethods for m nim zing respondent burden,

i ncl udi ng through the use of automated collection techniques
to the Director, OPPE Regul atory Information D vision, US
Envi ronnmental Protection Agency (2137), 401 MSt., SW

Washi ngton, DC 20460; and to the O fice of Information and
Regul atory Affairs, Ofice of Managenent and Budget, 725
17th St., NW Washington, DC 20503, marked "Attention: Desk
Oficer for EPA." Include the I CR nunber in any
correspondence. Since OMB is required to make a deci sion
concerning the ICR between 30 and 60 days after [insert date

of publication in the Federal Register], a conmment to OMB is

best assured of having its full effect if OVB receives it by
[insert date 30 days after publication in the Federal
Register]. The final rule will respond to any OVMB or public

comments on the information collection requirenents
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contained in this proposal.
E. Executive Order 13045 : Protection of Children from

Envi ronmental Health Ri sks and Safety R sks
1. Applicability

The Executive Order 13045 applies to any rule that EPA
determnes is (i) “economcally significant” as defined
under Executive Order 12866, and (ii) the environnental
health or safety risk addressed by the rule has a
di sproportionate effect on children. |If the regulatory
action nmeets both criteria, the Agency nust evaluate the
environmental health or safety effects of the planned rule
on children; and explain why the planned regulation is
preferable to other potentially effective and reasonably
feasible alternatives considered by the Agency. This
proposed rule is not subject to Executive O der 13045,
entitled “Protection of Children from Environnmental Health
Ri sks and safety Ri sks (62 FR 19885, April 23, 1997),
because it does not involve decisions on environnental
health risks or safety risks that may di sproportionately
af fect children.
2. Children’s Health Protection

I n accordance with section 5(501), the Agency has
eval uated the environnental health or safety effects of the
rule on children, and found that the rule does not

separately address any age groups. However, the Agency has
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conducted a general analysis of the potential changes in
ozone and particulate matter | evels experienced by children
as aresult of the NQ SIP call; these findings are
presented in the RIA.  The findings include projected ozone
concentrations for every hour of the day, and projected
annual average and daily peak particulate matter nomnally
10m and less (PM,) and particulate matter nomnally 15m and
|l ess (PM ;) concentrations in every grid cell in the
nodel i ng domain. The EPA has mapped these concentrations to
t he census-derived popul ati on projections for these cells to
arrive at a popul ati on-wei ght ed exposure characteri zati on.
The census data for each cell have been broken down by age,
race, and soci oeconom c status.
F. Executive Order 12898 Environnental Justice

Executive Order 12848 requires that each Federal agency
make achi eving environmental justice part of its m ssion by
identifying and addressing, as appropriate,
di sproportionately high and adverse human health or
environnental effects of its prograns, policies, and
activities on mnorities and | owinconme popul ations. The
Agency has conducted a general analysis of the potenti al
changes in ozone and PM | evel s experienced by mnorities and
| ow-i ncome populations as a result of the NQ SIP call;
these findings are presented in the RIA. The findings

i ncl ude projected ozone concentrations for every hour of the
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day, and projected annual average and daily peak PM, and
PM, ; concentrations in every grid cell in the nodeling
domain. The EPA has mapped these concentrations to the
census-derived popul ation projections for these cells to
arrive at a popul ati on-wei ght ed exposure characteri zati on.
The census data for each cell has been broken down by age,
race, and soci oeconom c status.
G Executive Order 12875: Enhancing the Intergovernnent al
Par t ner shi p

Under Executive Order 12875, EPA may not issue a
regulation that is not required by statute and that creates
a mandate upon a State, local or tribal governnment, unless
t he Federal governnment provides the funds necessary to pay
the direct conpliance costs incurred by those governnents or
EPA consults with those governnments. |If the nmandate is
unfunded, EPA nust provide to the O fice of Managenent and
Budget a description of the extent of EPA' s prior
consultation wth representatives of affected State, |ocal
and tribal governnents, the nature of their concerns, copies
of any witten comruni cations fromthe governnents, and a
statenent supporting the need to issue the regulation. In
addi tion, Executive Order 12875 requires EPA to devel op an
ef fective process permtting elected officials and ot her
representatives of State, local and tribal governnents “to

provi de nmeani ngful and tinely input in the devel opnent of
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regul atory proposal s containing significant unfunded
mandat es. ”

The EPA has concluded that this rule may create a
mandate on State and | ocal governnments and that the Federal
governnment will not provide the funds necessary to pay the
direct costs incurred by the State and | ocal governnents in
conplying with the mandate. 1In order to provide neani ngfu
and tinely input in the devel opment of this regulatory
action, EPA has sent letters to five national associations
whose nenbers include elected officials. The letters
provi de background i nformation, request the associations to
notify their nmenbership of the proposed rul emaki ng, and
encourage interested parties to conment on the proposed
actions by sending comments during the public comrent period
and presenting testinony at the public hearing on the
proposal. Any comments will be taken into consideration as
the action noves toward final rul emaking.

In addition, during the NOx SIP call, EPA provided
direct notification to potentially affected State and
muni ci pal | y-owned utilities as part of the public coment
and hearing process attendant to proposal of the NOx SIP
call and suppl enental notice of proposed rul emaki ng. These
procedures hel ped ensure that small governnments had an
opportunity to give tinely input and obtain information on

conpliance. EPA provided the 26 State- and nunicipality-
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owned utilities and appropriate elected officials with a
brief summary of the proposal and the estinmated inpacts.
The public rulemaking also elicited numerous comments from
State and nunicipal utilities and groups representing
utility interests.
H  Executive Order 13084: Consultation and Coordi nation
with Indian Tribal Governnents

Under Executive Order 13084, EPA may not issue a
regul ation that is not required by statute, that
significantly or uniquely affects the communities of Indian
tribal governnments, and that inposes substantial direct
conpliance costs on those communities, unless the governnent
provi des the funds necessary to pay the direct conpliance
costs incurred by the tribal governnents. if the mandate is
unfunded, EPA nust provide to the office of Managenent and
Budget, in a separately identified section of the preanble
to the rule, a description of the extent of EPA s prior
consultation wth representatives of affected tri bal
governments, a summary of the nature of their concerns, and
a statenent supporting the need to issue the regulation. In
addi tion, Executive Order 13084 requires EPA to devel op an
ef fective process permtting elected and ot her
representatives of Indian tribal governnments "to provide
meani ngful and tinmely input in the devel opnent of regulatory

policies on matters that significantly or uniquely affect
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their conmmunities.”

Today’ s rul e does not significantly or uniquely affect
the communities of Indian tribal governnents and, in any
event, will not inpose substantial direct conpliance costs
on such communities. The EPA is not aware of sources
| ocated on tribal l|ands that could be subject to the
requi renments EPA is proposing in this notice. Accordingly,
the requirenents of section 3(b) of Executive Order 13084 do
not apply.
| . Nat i onal Technol ogy Transfer and Advancenent Act

Section 12(d) of the National Technol ogy Transfer and
Advancenment Act of 1995 (NTTAA), Pub L. No. 104-113, § 12(d)
(15 U.S.C. 272 note) directs EPA to use voluntary consensus
standards in its regulatory activities unless to do so would
be inconsistent with applicable |aw or otherw se
inpractical. Voluntary consensus standards are technical
standards (e.g., materials specifications, test nethods,
sanpl i ng procedures, and business practices) that are
devel oped or adopted by voluntary consensus standards
bodi es. The NTTAA directs EPA to provide Congress, through
OwB, expl anations when the Agency deci des not to use
avai |l abl e and applicabl e voluntary consensus standards.

Thi s proposed rul emaki ng would require all sources that
participate in the trading program under proposed part 97 to

meet the applicable nonitoring requirenents of part 75.
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Part 75 already incorporates a nunber of voluntary consensus
standards. In addition, EPA' s proposed revisions to part 75
proposed to add two nore voluntary consensus standards to
the rule (see 63 FR at 28116-17, discussing ASTM D5373-93
"Standard Methods for Instrunental Determ nation of Carbon,
Hydrogen and Nitrogen in |aboratory sanples of Coal and
Coke," and APl section 2 "Conventional Pipe Provers” from
Chapter 4 of the Manual of Petrol eum Measurenent Standards,
Cctober 1988 edition). EPA' s proposed part 75 revisions
al so requested coments on the inclusion of additional
vol untary consensus standards. EPA has recently finalized
revisions to part 75 addressing sone of the topics raised in
EPA' s proposed revisions to part 75. As part of this rule
finalization, EPA incorporated two new vol untary consensus
standards, in response to comments submtted on the proposed
part 75 revisions related to other issues:

(1) Anerican PetroleumiInstitute (APl) Petrol eum
Measur enment Standards, Chapter 3, Tank Gaugi ng: section 1A,
Standard Practice for the Manual Gaugi ng of Petrol eum and
Pet rol eum Products, Decenber 1994; section 1B, Standard
Practice for Level Measurenent of Liquid Hydrocarbons in
Stationary Tanks by Automatic Tank Gauging, April 1992
(reaffirmed January 1997); section 2, Standard Practice for
Gaugi ng Petrol eum and Petrol eum Products in Tank Cars,

Sept enber 1995; section 3, Standard Practice for Level
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Measur ement of Liquid Hydrocarbons in Stationary Pressurized
St orage Tanks by Automati c Tank Gaugi ng, June 1996; section
4, Standard Practice for Level Measurenment of Liquid

Hydr ocar bons on Marine Vessels by Automatic Tank Gaugi ng,
April 1995; and section 5, Standard Practice for Level

Measur ement of Light Hydrocarbon Li quids Onboard Marine
Vessel s by Automatic Tank Gaugi ng, March 1997; and

(1i) Shop Testing of Automatic Liquid Level Gages,
Bul l etin 2509 B, Decenber 1961 (Reaffirmed October 1992),
for 8§75.109.

The EPA intends to finalize other revisions to part 75
in the near future and address comments related to the
proposed vol untary consensus standards and to additi onal
vol untary consensus standards at that tine.

Thi s proposed rul emaki ng woul d require the owners and
operators of cenent kilns and stationary internal conbustion
engi nes to denonstrate conpliance with the requirenents set
forth in part 98 using nonitoring provisions set forth in
part 60. Part 60 incorporates a nunber of voluntary
consensus standards. At this tinme, EPA is not proposing any
revisions to part 60, however EPA does periodically revise
the test procedures set forth in part 60. Wen EPA does
revise the test procedures set forth in part 60, EPA wll
address the use of any new voluntary consensus standards

t hat are equival ent.
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Thi s proposed rul emaki ng i nvol ves environnent al
nmonitoring or nmeasurenent. Sources that participate in the
tradi ng program would be required to neet the nonitoring
requi renents under part 75. Consistent with the Agency’s
Per f or mance Based Measurenment System (PBMS), part 75 sets
forth performance criteria that allow the use of alternative
met hods to the ones set forth in part 75. The PBMS approach
is intended to be nore flexible and cost-effective for the
regul ated community; it is also intended to encourage
i nnovation in analytical technology and inproved data
quality. EPA is not precluding the use of any nethod,
whet her it constitutes a voluntary consensus standard or
not, as long as it neets the performance criteria specified,
however any alternative nmethods nust be approved in advance
before they nmay be used under part 75.

The EPA wel comes comments on this aspect of the
proposed rul emaki ng and, specifically, invites the public to
identify potentially-applicable voluntary consensus
standards and to explain why such standards shoul d be used
in this regulation. As part of a larger effort, EPAis
undertaking a project to cross-reference existing voluntary
consensus standards on testing, sanpling, and analysis, wth
current and future EPA test nethods. Wen conpleted, this
project wll assist EPAin identifying potentially-

appl i cabl e voluntary consensus standards which can then be
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eval uated for equival ency and applicability in determ ning

conpliance with future regul ati ons.
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Federal |Inplenentation Plans to Reduce the Regional Transport of Ozone

Page 157 of 182

Li st of Subjects

40 CFR Part 52

Envi ronmental protection, Acid rain program Air pollution
control, Nitrogen dioxide, Reporting and recordkeeping
requirenents.

40 CFR Part 98

Environnental protection, Admnistrative practice and
procedure, Air pollution control, N trogen dioxide,

Reporting and recordkeepi ng requirenents.

Dat ed: Carol M Browner

Adm ni strat or
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For the reasons set forth in the preanble, parts 52 and
98 of chapter 1 of title 40 of the Code of Federa
Regul ations are proposed to be anended as fol | ows:

PART 52-- APPROVAL AND PROMULGATI ON OF | MPLEMENTATI ON PLANS
1. The authority citation for part 52 continues to read as
fol |l ows:

Authority: 42 U.S.C. 7401-7671q.

Subpart A--General Provisions [anended]

2. Subpart Ais amended to add 8 52.35 to read as foll ows:
8§ 52.35 Requirenents of Federal inplenmentation plan relating
to budgets for em ssions of nitrogen oxides.

(a) Failure. The provisions of this section are
applicable to sources of em ssions of nitrogen oxides (NQ)
| ocated within any State that is listed in 40 CFR 51.121(c)
and for which EPA has found that the State has:

(1) Failed to submt the State inplenentation plan
revision required by 40 CFR 51. 121;

(2) Failed to submt such a plan revision neeting the
mnimumcriteria in 40 CFR 51.103 and Appendi x V of part 51,
or

(3) Submtted a plan revision that EPA has di sapproved
as not neeting the requirenents of 40 CFR 51.121.

(b) EILP Reqgulations. The provisions of parts 97 and 98

of this chapter constitute the Federal inplenentation plan

provi sions for each State described in paragraph (a) of this
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section. These provisions do not invalidate or otherw se
affect the obligations of States, em ssions sources or other
persons with respect to all portions of plans approved or
pronul gated under this part, nor the obligations of States
under the requirenents of 40 CFR 51. 121 and 40 CFR 51. 122.
Subpart B--Al abama

3. Subpart Bis anended to add 8 52.64 to read as foll ows:
8 52.64 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.

FI P Reqgul ati ons. The owner or operator of each NQ

source located within the State of Al abama and for which
requirenents are set forth in parts 97 or 98 of this chapter
must conply with such applicable requirenents.

Subpart H - Connecti cut

4. Subpart His anended to add § 52.377 to read as foll ows:
8§ 52.377 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.

FI P Regul ati ons. The owner or operator of each NQ

source |l ocated within the State of Connecticut and for which
requirenents are set forth in parts 97 or 98 of this chapter
must conply with such applicable requirenents.

Subpart |--Del anare

5. Subpart | is anended to add 8 52.425 to read as foll ows:
8§ 52.425 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.
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FI P Reqgul ati ons. The owner or operator of each NQ

source located within the State of Delaware and for which
requirenents are set forth in parts 97 or 98 of this chapter
must conply with such applicable requirenents.

Subpart L--Georgia

6. Subpart L is anended to add 8 52.584 to read as foll ows:
8§ 52.584 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.

FI P Reqgul ati ons. The owner or operator of each NQ

source located within the State of Georgia and for which
requirenents are set forth in parts 97 or 98 of this chapter
must conply with such applicable requirenents.

Subpart O-IlIllinois

7. Subpart Ois anended to add 8 52.723 to read as foll ows:
8§ 52.723 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.

FI P Reqgul ati ons. The owner or operator of each NQ

source located within the State of Illinois and for which
requirenents are set forth in parts 97 or 98 of this chapter
must conply with such applicable requirenents.

Subpart P--1Indi ana

8. Subpart P is anended to add 8 52.774 to read as foll ows:
8§ 52.774 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.

FI P Reqgul ati ons. The owner or operator of each NQ
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source located within the State of |Indiana and for which
requirenents are set forth in parts 97 or 98 of this chapter
must conply with such applicable requirenents.

Subpart S--Kentucky

9. Subpart Sis anended to add 8 52.939 to read as foll ows:
8§ 52.939 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.

FI P Regul ati ons. The owner or operator of each NQ
source located within the State of Kentucky and for which
requirenents are set forth in parts 97 or 98 of this chapter
must conply with such applicable requirenents.

Subpart V--Maryl and

10. Subpart Vis anmended to add 8§ 52.1078 to read as
fol |l ows:

8§ 52.1078 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.

FI P Reqgul ati ons. The owner or operator of each NQ

source located within the State of Maryland and for which
requirenents are set forth in parts 97 or 98 of this chapter
must conply with such applicable requirenents.

Subpart W-Massachusetts

11. Subpart Wis anmended to add 8 52.1166 to read as
fol |l ows:

8§ 52.1166 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.
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FI P Reqgul ati ons. The owner or operator of each NQ

source located wthin the State of Massachusetts and for
whi ch requirenents are set forth in parts 97 or 98 of this
chapter nust conply with such applicable requirenents.
Subpart X--M chigan

12. Subpart X is anmended to add 8§ 52.1179 to read as
fol |l ows:

8§ 52.1179 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.

FI P Regul ati ons. The owner or operator of each NQ

source located within the State of M chigan and for which
requirenents are set forth in parts 97 or 98 of this chapter
must conply with such applicable requirenents.

Subpart AA--M ssouri

13. Subpart AA is anended to add 8§ 52. 1326 to read as
fol |l ows:

8§ 52.1326 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.

FI P Regul ati ons. The owner or operator of each NQ

source |l ocated within the State of M ssouri and for which
requirenents are set forth in parts 97 or 98 of this chapter
must conply with such applicable requirenents.

Subpart FF--New Jersey

14. Subpart FF is anmended to add 8§ 52.1581 to read as

foll ows:
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8§ 52.1581 Interstate pollutant transport provisions;
requi renents for decreases in em ssions of nitrogen oxides.

FI P Reqgul ati ons. The owner or operator of each NQ

source located within the State of New Jersey and for which
requirenents are set forth in parts 97 or 98 of this chapter
must conply with such applicable requirenents.

Subpart HH - New York

15. Subpart HH is anended to add 8§ 52. 1684 to read as
fol |l ows:

8§ 52.1684 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.

FI P Regul ati ons. The owner or operator of each NQ

source located within the State of New York and for which
requirenents are set forth in parts 97 or 98 of this chapter

must conply with such applicable requirenents.

Subpart I1--North Carolina
16. Subpart Il is anended to add 8§ 52. 1779 to read as
fol |l ows:

8§ 52.1779 Interstate pollutant transport provisions;
requi renents for decreases in em ssions of nitrogen oxides.

FI P Regul ati ons. The owner or operator of each NQ

source located within the State of North Carolina and for
whi ch requirenents are set forth in parts 97 or 98 of this
chapter nust conply with such applicable requirenents.

Subpart KK--0Chio
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17. Subpart KK is anended to add 8§ 52. 1874 to read as
fol |l ows:

8§ 52.1874 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.

FI P Regul ati ons. The owner or operator of each NQ

source located within the State of Chio and for which
requirenents are set forth in parts 97 or 98 of this chapter
must conply with such applicable requirenents.

Subpart NN--Pennsyl vani a

18. Subpart NN is anended to add 8§ 52.2031 to read as
fol |l ows:

8§ 52.2031 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.

FI P Reqgul ati ons. The owner or operator of each NQ

source located within the State of Pennsyl vania and for

whi ch requirenents are set forth in parts 97 or 98 of this
chapter nust conply with such applicable requirenents.
Subpart OO - Rhode | sl and

19. Subpart OO is anended to add 8§ 52.2082 to read as
fol |l ows:

8§ 52.2082 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.

FI P Regul ati ons. The owner or operator of each NQ

source located within the State of Rhode |sland and for

whi ch requirenents are set forth in parts 97 or 98 of this
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chapter nust conply with such applicable requirenents.
Subpart PP--South Carolina

20. Subpart PP is anended to add § 52.2135 to read as
fol |l ows:

8§ 52.2135 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.

FI P Regul ati ons. The owner or operator of each NQ

source located within the State of South Carolina and for
whi ch requirenents are set forth in parts 97 or 98 of this
chapter nust conply with such applicable requirenents.
Subpart RR--Tennessee

21. Subpart RRis anmended to add § 52.2232 to read as
fol |l ows:

8§ 52.2232 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.

FI P Reqgul ati ons. The owner or operator of each NQ

source located within the State of Tennessee and for which
requirenents are set forth in parts 97 or 98 of this chapter
must conply with such applicable requirenents.

Subpart VWV--Virginia

22. Subpart W is anmended to add § 52.2429 to read as
fol |l ows:

8§ 52.2429 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.

FI P Reqgul ati ons. The owner or operator of each NQ
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source located within the State of Virginia and for which
requirenents are set forth in parts 97 or 98 of this chapter
must conply with such applicable requirenents.

Subpart XX--West Virginia

23. Subpart XX is anmended to add § 52.2529 to read as
fol |l ows:

8§ 52.2529 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.

FI P Regul ati ons. The owner or operator of each NQ

source located wthin the State of West Virginia and for
whi ch requirenents are set forth in parts 97 or 98 of this
chapter nust conply with such applicable requirenents.
Subpart YY--Wsconsin

24. Subpart YY is anmended to add § 52.2576 to read as
fol |l ows:

8§ 52.2576 Interstate pollutant transport provisions;

requi renents for decreases in em ssions of nitrogen oxides.

FI P Regul ati ons. The owner or operator of each NQ

source located within the State of Wsconsin and for which
requirenents are set forth in parts 97 or 98 of this chapter
must conply with such applicable requirenents.

Subpart J--District of Col unbia

25. Subpart J is anended to add 8 52.475 to read as
fol |l ows:

8§ 52.475 Interstate pollutant transport provisions;
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requi renents for decreases in em ssions of nitrogen oxides.

FI P Regul ati ons. The owner or operator of each NQ

source located within the District of Colunbia and for which
requirenents are set forth in parts 97 or 98 of this chapter
must conply with such applicable requirenents.

26. Part 98 is added to read as foll ows:

Part 98--Nitrogen Oxides (NQ) Budget Program Requirenents
for Stationary Sources Not In the Tradi ng Program

Sec.

Subpart A--Em ssions of NQ from Stationary Reci procating
I nt ernal Conbusti on Engi nes.

§ 98.1 Applicability.

§ 98.2 Definitions.

§ 98.3 Standard requirenents.

§ 98.4 Conpliance determnation

8 98.5 Reporting, nonitoring and recordkeepi ng.

§ 98.6 Exenptions.

Subpart B--Em ssions of NQ from Cenent Manufacturi ng.

§ 98.41 Applicability.

§ 98.42 Definitions.

8§ 98.43 Standard requirenents.

8§ 98.44 Reporting, nonitoring and recordkeepi ng.

§ 98.45 Exenptions.

Part 98-- Nitrogen Oxi des (NQ) Budget Program Requirenents
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for Stationary Sources Not In the Tradi ng Program
Authority: 42 U S. C. 7401-7671q.
Subpart A--Em ssions of NQ from Stationary Reci procating
I nt ernal Conbusti on Engi nes.
§ 98.1 Applicability.

(a) Any owner or operator of a rich burn stationary
i nternal conbustion engine rated at equal to or greater than
2,400 brake horsepower shall conmply with the applicable
requi renents of this section and 8 98.2 through § 97.6.

(b) Any owner or operator of a |ean burn stationary
i nternal conbustion engine rated at equal to or greater than
2,400 brake horsepower shall conply with the applicable
requi renents of this section and 8 98.2 through § 98. 6.

(c) Any owner or operator of a diesel stationary
i nternal conbustion engine rated at equal to or greater than
3,000 brake horsepower shall conply with the applicable
requi renents of this section and 8 98.2 through § 98. 6.

(d) Any owner or operator of a dual fuel stationary
i nternal conbustion engine rated at equal to or greater than
4,400 brake horsepower shall conply with the applicable
requi renents of this section and 8 98.2 through § 98. 6.
§ 98.2 Definitions.

For the purposes of this subpart, the foll ow ng
definitions shall apply.

(a) Diesel engine neans a conpression ignited two- or
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four-stroke engine in which liquid fuel injected into the
conbusti on chanber ignites when the air charge has been
conpressed to a tenperature sufficiently high for auto-
ignition.

(b) Dual fuel engine nmeans a conpression ignited

stationary internal conmbustion engine that is burning |iquid
fuel and gaseous fuel sinmultaneously.

(c) Energency standby engine neans an internal

conbustion engi ne used only when normal power |ine or

natural gas service fails, or for the enmergency punping of
water for either fire protection or flood relief. An

ener gency standby engi ne nay not be operated to supplenent a
primary power source when the | oad capacity or rating of the
primary power source has been either reached or exceeded.

(d) Engine rating neans the output of an engi ne as

determ ned by the engi ne manufacturer and listed on the
namepl ate of the unit, regardl ess of any derating.

(e) Hi.gher heating value (HHV) neans the total heat

i berated per mass of fuel burned (Btu per pound), when fuel
and dry air at standard conditions undergo conplete
conmbustion and all resultant products are brought to their
standard States at standard conditions. |If certification of
the HHV is not provided by the third party fuel supplier, it
shall be determ ned by one of the follow ng test nethods:

ASTM D2015-85 for solid fuels; ASTM D240-87 or ASTM D2382-88
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for liquid hydrocarbon fuels; or ASTM D1826-88 or ASTM
D1945-81 in conjunction with ASTM D3588-89 for gaseous
fuels. These nethods are all incorporated by reference as
specified at 40 CFR 52. 3002.

(f) Lean-burn engi ne neans any two- or four-stroke

spark-ignited engine that is not a rich-burn engine.

(g) Miintenance operation neans the use of an energency

standby engi ne and fuel systemduring testing, repair and
routine mai ntenance to verify its readi ness for energency

st andby use.

(h) Malfunction neans any sudden and unavoi dabl e
failure of air pollution control equi pnent or process
equi pnent or of a process to operate in a normal or usual
manner. Failures that are caused entirely or in part by
poor mai ntenance, carel ess operation, or any other
prevent abl e upset condition or preventabl e equi pnent
br eakdown shall not be consi dered mal functions.

(1) Qutput nmeans the shaft work output from an engi ne
pl us the energy reclaimed by any useful heat recovery
system

(j) Peak | oad neans the maxi mum i nstant aneous operati ng
| oad.

(k) Permitted capacity factor neans the annual

permtted fuel use divided by the manufacturers specified

maxi mum fuel consunption tines 8,760 hours per year.

170



(1) Rich-burn engine nmeans a two- or four-stroke spark-

ignited engi ne where the manufacturers original recomended
operating air/fuel ratio divided by the stoichionetric
air/fuel ratio is less than or equal to 1.1

(m Shutdown neans the period of tinme a unit is cool ed
fromits normal operating tenperature to cold or anbient
t enper at ur e.

(n) Startup neans the period of tine a unit is heated
fromcold or anmbient tenperature to its normal operating
tenperature as specified by the manufacturer.

(o) Stationary internal conbustion engi ne nmeans any

i nternal conbustion engine of the reciprocating type that is
either attached to a foundation at a facility or is designed
to be capable of being carried or noved fromone | ocation to
another and remains at a single site at a buil ding,
structure, facility, or installation for nore than 12
consecutive nonths. Any engine (or engines) that replaces
an engine at a site that is intended to performthe sane or
simlar function as the engine replaced is included in

cal culating the consecutive tinme period. Nonroad engi nes
and engi nes used solely for conpetition are not stationary

i nternal conbustion engi nes.

(p) Stoichionetric air/fuel ratio neans the air/fue

ratio where all fuel and all oxygen in the air/fuel mxture

will be consuned.
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(q) Unit neans any diesel, lean-burn, or rich-burn
stationary internal conbustion engine as defined in this
par agr aph.

§ 98.3 Standard requirenents.

(a) After May 1, 2003, an owner or operator of a unit
subject to the standards of this subpart shall not operate
the unit May 1 through Septenber 30 of 2003, and any
subsequent year unless the owner or operator conplies with
the requirenents of paragraph (a)(1l) of this section during
May 1 through Septenber 30 of each year.

(1) No owner or operator of a stationary internal
conbustion engi ne shall cause to be discharged into the
at nosphere any gases that contain NQ, in excess of the
followng applicable limt, expressed as NO, corrected to 15
percent parts per mllion by volunme (ppnv) stack gas O, on a

dry basis, averaged over a rolling 30-day period:

(1) Rich-burn, > 2400 bhp: 110 ppnv
(1i1) Lean-burn, > 2400 bhp: 125 ppnv
(1i1) D esel, > 3000 bhp: 175 ppnv
(iv) Dual fuel, > 4400 bhp: 125 ppnv

(v) Each emssion |imt expressed in paragraphs
(a)(1)(i) through (iv) of this section may be multiplied by
X, where X equals the engine efficiency (E) divided by a
reference efficiency of 30 percent. Engine efficiency (E)

shal |l be determ ned using one of the nmethods specified in
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paragraph (a)(1)(v)(A) or (B) of this section, whichever
provi des a higher value. However, engine efficiency (E)
shall not be less than 30 percent. An engine with an
efficiency | ower than 30 percent shall be assigned an

efficiency of 30 percent.

(A) £ _ (Engine output) +(100)

Energy input

where energy input is determned by a fuel measuring
devi ce accurate to +5 percent and is based on the

hi gher heating value (HHV) of the fuel. Percent
efficiency (E) shall be averaged over 15 consecutive
m nutes and neasured at peak |load for the applicable
engi ne.

(B)

E - (Mftrs Rated Efficiency [Continuous] at LHV) * (LHV)
(HHV)

wher e
LHV = the | ower heating value of the fuel; and
HHV = the hi gher heating value of the fue
§ 98.4 Conpliance determnation
Any owner or operator of a unit subject to the
requi renents of 8 98.3 shall determ ne conpliance using a
conti nuous em ssions nonitoring system (CEMS) which neets
t he applicable requirenments of Appendices B and F of 40 CFR

part 60, excluding data obtained during periods specified in
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§ 98. 6.
8§ 98.5 Reporting, nonitoring, and recordkeeping.

(a) Reporting requirenents. Any owner or operator

subject to the requirenents of 8 98.3 shall conply with the
foll ow ng requirenents:

(1) By May 1, 2003, submt to the Adm nistrator the
identification nunmber and type of each unit subject to the
section, the nanme and address of the plant where the unit is
| ocated, and the nane and tel ephone nunber of the person
responsi bl e for denonstrating conpliance with the section.

(2) Submt a report docunmenting for that unit the total
NQ, em ssions from May 1 through Septenber 30 of each year
to the Adm nistrator by October 31 of each year, beginning
in 2003.

(3) Each owner or operator of a unit subject to this
rule and operating a CEMS shall submt an excess em ssions
and nonitoring systens performance report, in accordance
with the requirenents of 40 CFR 60.7(c) and 60. 13.

(b) Mnitoring requirenents.

(1) Any owner or operator subject to the requirenments
of 8 98.3 shall not operate such equipnent unless it is
equi pped with one of the foll ow ng:

(i) A CEMs which neets the applicable requirenents of
40 CFR part 60, Subpart A, and Appendi x B, and conplies with

the quality assurance procedures specified in 40 CFR part
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60, Appendix F. The CEMs shall be used to denonstrate
conpliance with the applicable emssion [imt.

(i1) An alternate cal cul ational and recordkeepi ng
procedure based upon actual em ssions testing and
correlations wth operating paraneters. The installation,
i npl enentati on and use of such an alternate cal cul ati onal
and recordkeepi ng procedure nmust be approved by EPA in
witing prior to inplenentation.

(2) The CEMS or approved alternate recordkeepi ng
procedure shall be operated and mai ntai ned i n accordance
with an on-site CEMS operating plan approved by EPA

(c) Recordkeeping requirenents.

(1) Any owner or operator of a unit subject to this
rule shall maintain all records necessary to denonstrate
conpliance wth the section for a period of 2 cal endar years
at the plant at which the subject unit is |ocated. The
records shall be nmade available to the Adm nistrator upon
request. The owner or operator shall maintain records of
the following information for each day the unit is operated:

(1) ldentification and |ocation of each engi ne subject
to the requirements of this section.

(ii1) Calendar date of record.

(ti1) The nunber of hours the unit is operated during
each day including startups, shutdowns, nulfunctions, and

the type and duration of maintenance and repairs.
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(1v) Date and results of each em ssions inspection.

(v) A summary of any em ssions corrective maintenance
t aken.

(vi) The results of all conpliance tests.

(vii) If awunit is equipped with a CENS:

(A) ldentification of time periods during which NQ
standards are exceeded, the reason for the exceedance, and
action taken to correct the exceedance and to prevent
simlar future exceedances.

(B) ldentification of the tinme periods for which
operating conditions and pollutant data were not obtai ned
i ncludi ng reasons for not obtaining sufficient data and a
description of corrective actions taken.

§ 98.6 Exenptions.

(a) The requirenents of 88 98.3, 98.4, and 98.5 shal
not apply to the follow ng periods of operation:

(1) Start-up and shut-down periods and periods of
mal function, not to exceed 36 consecutive hours;

(2) Regularly schedul ed mai ntenance activities.
Subpart B--Em ssions of N trogen Oxi des from Cenent
Manuf act uri ng.

§ 98.41 Applicability.

The requirenents of this subpart apply only to kilns

W th process rates of at least the following: long dry kil ns

- 12 tons per hour (TPH); long wet kilns - 10 TPH; preheater
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kilns - 16 TPH precal ciner and preheater/precal ci ner kilns
- 22 TPH .
§ 98.42 Definitions.

(a) dinker nmeans the product of a Portland cenent kiln
fromwhich finished cenment is manufactured by mlling and
gri ndi ng.

(b) Long dry Kkiln nmeans a kiln 14 feet or larger in

di aneter, 400 feet or greater in |length, which enploys no
preheating of the feed. The inlet feed to the kiln is dry.

(c) Long wet Kkiln nmeans a kiln 14 feet or larger in

di aneter, 400 feet or greater in |length, which enploys no
preheating of the feed. The inlet feed to the kilnis a
slurry.

(d) Low NQ._burners neans conbustion equi prment desi gned

to reduce flane turbul ence, delay fuel/air m xing, and
establish fuel-rich zones for initial conbustion.

(e) Malfunction neans any sudden, infrequent, and not

reasonably preventable failure of air pollution control

equi pnent, process equipnment, or a process to operate in a
normal or usual manner. Failures that are caused in part by
poor mai ntenance or carel ess operation are not nal functions.

(f) Md-kiln firing nmeans the secondary firing in kilns

by injecting solid fuel at an internediate point in the kiln
using a specially designed feed injection mechanismfor the

pur pose of decreasing NQ em ssions through (1) burning part
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of the fuel at a |lower tenperature and (2) reducing
conditions at the solid waste injection point that may
destroy sone of the NQ formed upstreamin the kil n burning
zone.

(g) Portland cenent neans a hydraulic cenent produced

by pul verizing clinker consisting essentially of hydraulic
calciumsilicates, usually containing one or nore of the
forms of calciumsulfate as an interground addition.

(h) Portland cenent kiln neans a system including any

solid, gaseous or liquid fuel conbustion equipnent, used to
calcine and fuse raw materials, including |inestone and

clay, to produce Portland cenent clinker.

(1) Precalciner kiln neans a kiln where the feed to the
kiln systemis preheated in cyclone chanbers and utilize a
second burner to calcine material in a separate vessel
attached to the preheater prior to the final fusion in a
kil n which forns clinker.

(j) Preheater kiln nmeans a kiln where the feed to the

kiln systemis preheated in cyclone chanbers prior to the
final fusion in a kiln which forns clinker.

(k) Shutdown nmeans the cessation of operation of a
Portland cenent kiln for any purpose.

(1) Startup neans the setting in operation of a
Portland cenent kiln for any purpose.

§ 98.43 Standard requirenents.
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(a) After May 1, 2003, an owner or operator of any
Portl and cenent kiln subject to this rule shall not operate
the kiln during May 1 through Septenber 30 unless the kiln
has installed and operates during May 1 to Septenber 30 with
| ow- NQ, burners, md-kiln firing, or alternative control
techni ques, subject to EPA approval, that achieve at | east
the sane em ssions decreases as | ow NQ, burners or md-kiln
firing.

8 98.44 Reporting, nonitoring and recordkeepi ng.

(a) Reporting requirenents. Any owner or operator

subject to the requirenments of 8§ 98.43 shall conply with the
foll ow ng requirenents:

(1) By May 1, 2003, submt to the Adm nistrator the
identification nunber and type of each unit subject to the
section, the nanme and address of the plant where the unit is
| ocated, and the nane and tel ephone nunber of the person
responsi bl e for denonstrating conpliance with the section.

(2) Submt a report docunmenting for that unit the total
NQ, em ssions from May 1 through Septenber 30 of each year
to the Adm nistrator by October 31 of each year, beginning
in 2003.

(b) Monitoring Requirenents.

(1) Any owner or operator of a unit subject to this
rule shall conplete an initial performance test and

subsequent annual testing consistent with the requirenents
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of 40 CFR part 60, Appendix A, Mthod 7, 7A ,7C, 7D, or 7E

(c) Recordkeeping Requirenents. Any owner or operator

of a unit subject to this rule shall produce and maintain
records which shall include, but are not limted to:

(1) The em ssions, in pounds of NQ per ton of clinker
produced from each affected Portland cenent kiln.

(2) The date, tinme and duration of any startup,
shut down or mal function in the operation of any of the
cenment kilns or the em ssions nonitoring equi pnent.

(3) The results of any performance testing.

(4) Daily cenent kiln production records.

(5) Al records required to be produced or nmaintained
shal|l be retained on site for a mninmumof 2 years and be
made available to the EPA or State or |ocal agency upon
request.

8§ 98.45 Exenptions. The requirenents of 88 98.43, 98. 44,
and 98.45 shall not apply to the follow ng periods of
oper ati on:

(a) Start-up and shut-down periods and peri ods of
mal function, not to exceed 36 consecutive hours;

(b) Regularly schedul ed nai nt enance activities.
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