United States Office of Air and Radiation September 2004
Environmenta Protection

Agency

\T{(ED ﬁr.q;a‘
o Y

?I 'ﬁ_g

?ﬁ;{; INCORPORATING EMERGING AND
o VOLUNTARY MEASURESIN A STATE
IMPLEMENTATION PLAN (SIP)



INCORPORATING EMERGING AND VOLUNTARY
MEASURESIN A
STATE IMPLEMENTATION PLAN (SIP)

Prepared by the

Air Quality Strategies and Standards Division
Office of Air Quality Planning and Standards
U.S. Environmental Protection Agency
Research Triangle Park, North Carolina 27711

September 2004



TABLE OF CONTENTS

Section A: Introduction

1. Why aewedevdopingthispolicy? . ......... . . 1
2. What does it mean that thisisapolicy and not aregulation? .. ..................... 1
3. Whatistheroleof thispolicy? . ....... ... e 2
4. What basic requirements do traditional SIP control measuresneedtomest? . .......... 2
5. How doesthis policy rdate to other exiingguidance? . . ......................... 4
6. What isthe reationship of emerging measures under this policy to the Economic
IncentivesProgram (EIP)? . . .. ... e 5
7. What isthe relationship of voluntary measures under thispolicy totheEIP? ........... 5
8. How do the different parts of thispolicy apply? . ........ .. i 6
9. Who should be contacted about Federd approva of specific emerging and voluntary
(0525 0 (=2 6
10. Who should be contacted if you haveany questions? .. ...t 6

Section B: What sour ces, programs, and authorities apply to all strategiesunder this

policy?

11. What sources may be covered under these emission reduction strategies? . .. ......... 7
12. Can programs gpproved under this policy replace existingprograms? . ... ........... 7
13. What adjustments to quantification and enforcement requirements are appropriate for

emisson reductions strategies covered under thispolicy? . ... ... ..ot 7
14. What isthe authority for approving voluntary and emerging measures under the

Clean Air ACt (CAA)? 8
15. What limitations gpply to programs approved under thispolicy? . .................. 9
16. How does a State get SIP gpprova under thispolicy? ............ ... .. ... ... 11
17. How should a State evaluate the emission reduction effectiveness of itsprograms? . ... 12
18. How often should a State evduateitsprogram? .. ...t 12
19. What should a State do if the evaluation reveds a shortfal between predicted and
actual EMISSON TEAUCHIONT - .« o« vttt e e e e e e e e 12
20. How long doesthispolicy last? . ...... ... i e 12

Section C: What special guidance appliesto emerging measure?

21. What iISan emerging MeasUrE? . .. ..ottt ettt et et e s 13
22. Why is EPA dlowing flexibility for the quantification requirement? .. .............. 13
23. What may cause uncertainty in the quantification of the emisson reduction? ......... 13
24. What are examples of emerging measures under development? . ................. 14
25. What specid limitations apply toemergingmeasures? . ..........c.covvvnennnn... 14

26. How should a SIP authority caculate the emission reductions from an emerging



1S5 S 1 = 15
27. How should a State eval uate the emission reduction effectiveness of these programs

...................................................................... 17
28. What isthetiming of evauation and reconciliation for theseprograms? . . .......... 17
29. Can more than one State adopt the ssameemergingmeasure? . ... ............... 18

Section D: What special requirements apply to voluntary programs?

30. What isavoluntary MEBSUIE? . . .. ..ottt ettt e 18
31. What are examples of types of Sationary source voluntary measures? ............. 19
32. How does a voluntary measure meet the enforcesble requirement? ............... 20
33. What specid limitations apply tovoluntary measures? . ..., 20
34. How should a State evauate aVoluntary MeasuresProgram? . ... ............... 20
35. How often should a State evaluateitsprogram? . ... ..o oo 21
36. What should a State do if the evauation reved's a shortfal between predicted and

actud emisSONSTEdUCHIONS? . . ... ot 21

Attachment I: SIP Completenessand Approval Process ..., 23



BACT
BART
CAA
CO
EIP
ICS
LAER
MACT
NAAQS
NESHAPs
NSPS
NSR
NOx
PM
RACT
RFP
ROP
SO2
VOCs

LIST OF ABBREVIATIONS

Begt Available Control Technology

Begt Available Retrofit Technology
Clean Air Act

Carbon Monoxide

Economic Incentive Program
Intermittent Control System

Lowest Achievable Emisson Rate

Maximum Achievable Control Technology
Nationd Ambient Air Quality Standards
Nationd Emissons Standards for Hazardous Air Pollutants
New Source Performance Standard

New Source Review

Nitrogen Oxides

Particular Matter

Reasonable Available Control Technology
Reasonable Further Progress

Rate of Progress

Sulfur Dioxide

Volatile Organic Compounds



I ncor porating Emerging and Voluntary Measuresin a
State Implementation Plan (SIP)

SECTION A: Introduction
1 Why are we developing this policy?

Many areas of the country still must adopt and implement additiona measuresto meet the SIP
requirements for attainment, reasonable further progress (RFP), rate of progress (ROP) or maintenance.
Some areas have implemented most available traditiona emission control strategies and want to try new
types of pollutant reduction Strategiesto attain or maintain the nationa ambient air quality standards
(NAAQS). Aressthat are just developing SIP s should consider more traditional measures first but
may also wish to consider voluntary and emerging measures if necessary. The EPA supports and
encourages the testing of emerging new pollutant reduction Srategies.

A voluntary measure isameasure or strategy thet is not enforceable againgt an individua
source.

An emerging measure isameasure or srategy that does not have the same high leved of
certainty as traditional mesasures for quantification purposes.

A measure can be both avoluntary and an emerging meesure.

This policy is established to encourage the development of voluntary and emerging measures (i.e.
gpproaches which have not typically been approved into a SIP and which may raise nove issues related
to quantifiability and enforceghility) by:

A. Providing some flexibility in meeting established SIP requirements for enforcesility and
quantification;

B. Providing aclear process by which new approaches can be developed and eva uated;

C. Edablishing appropriate limitations which govern the conditions under which these new
approaches can be applied; and

D. Providing provisiond pollutant reduction credit upfront for attainment, RFP, ROP or
mai ntenance requirements to encourage the substantia investment required to implement
many new pollutant reduction approaches.

2. What doesit mean that thisisa policy and not a regulation?



The Clean Air Act (CAA) and implementing regulations a 40 CFR Part 51 contain legdly
binding requirements. This policy document does not subgtitute for those provisons or regulations, nor
isit aregulationitself. Thus, it does not impose binding, enforceable requirements on any party, and may
not apply to a particular Situation based upon the circumstances. The EPA and State decision makers
retain the discretion to adopt approaches for approva of SIP measures that differ from this guidance
where gppropriate. Any fina decisons by EPA regarding a particular SIP measure will only be made
based on the statute and regulations in the context of EPA rulemaking on a submitted SIP revision.
Therefore, interested parties may raise questions and objections about the substance of this guidance
and appropriateness of the application of this guidance to a particular Stuation; EPA will, and States
should, consider whether or not the recommendations in the guidance are appropriate in that Stuation.
This guidanceis aliving document and may be revised periodicaly without public notice. The EPA
welcomes public comments on this document at any time and will consder those comments in any future
revison of this guidance document. Finaly, this document does not preudice any future fina EPA
decision regarding gpprova of any SIP measure.

3. What istherole of thispolicy?

Many States are finding it difficult to find and implement emisson reductions that meet the
requirements to receive federal gpprova of emisson reductionsfor aSIP. This policy addresses
emission reduction strategies that do not meet the enforceability or quantification requirementsin the
sandard way. States may be able to claim certain emission reduction strategies for SIP purposes even
though they are:

A. Not quantified with as much certainty as usud if the State agrees to periodic evauations of
the actual emissions reductions and meets other obligations as explained below in Section C.
For the purpose of this policy, emission reduction strategies that do not have the same high
level of certainty as atraditional measure for quantification are referred to as “emerging
measures,”

B. Not directly enforceable againgt the source if the State retains enforceable responsibility for
the reduction and meets other obligations as explained below in Section D. For the purpose
of this policy, emission reduction strategies that are not enforceable againg individua
sources are cdled “voluntary measures.”

4, What basic requirements do emission reductions need to receive federal approval for a
SIP?

In order to adopt and implement emission reduction strategies to meet SIP CAA requirements,
such as RFP, ROP, attainment demondtrations, genera conformity, and maintenance, the reductions
from control measures must be:



A. Surplus— The definition of surplus depends on how the emission reduction will be used.

Emission reductions used to meet ar qudity attainment requirements are surplus aslong asthey
are not otherwise relied on in air quality-related programs relating to a SIP. For voluntary and emerging
measures, EPA believes these reductions should also be surplus to adopted State air quality programs,
even those programs that are not in the SIP, such as a consent decree and Federd rules that focus on
reducing criteria pollutants or their precursors.

For emission reductions used for attainment, RFP, ROP, maintenance or generd conformity, the
emission reductions cannot already be assumed for the same requirement, where the requirements are
cumulative. An emission reduction may be used for more than one of these requirements. For example,
emission reductions used to meet the RFP requirement may aso be used for the attainment
demondgration. However emisson reductions are not surplus if they have dready been assumed in a

program.

In other words, States cannot claim emission reductions that are dready assumed in the existing
SIP, or that result from any other emission reduction or limitation of a criteria pollutant or precursor that
the State is required to have to attain or maintain aNAAQS or satisfy other CAA requirements. In the
event that emission reductions relied on from a measure are subsequently required by anew air qudity-
related program, such as those listed above, those emission reductions would no longer be surplus for
this purpose.

B. Enforceable — Emisson reductions and other required actions are enforceable against
the source if for each source:

(1) They areindependently verifiable;
(2) Program violations are defined;
(3) Thoseliable can be identified;

(4) For emerging measures, the State and the EPA maintain the ability to apply pendties and
Secure appropriate corrective action where applicable;

(5) They are enforceable in accordance with other EPA guidance on practicable
enforceability;

(6) For voluntary measures, the EPA maintains the ahility to gpply pendties and secure
appropriate corrective action from the State where gpplicable and the State maintains
the secure appropriate corrective action with respect to portions of the program thet are
directly enforceable againg the source;

3



(7) Citizens have access to dl the emissons-rdated information obtained from the source;
and

(8) For emerging measures, citizens can file suits againgt sources for violaions.

C. Quantifiable - Emissons and emission reductions attributed to the measure are quantifiable
if someone can rdiably and replicably measure or determine them. Any uncertainty in the
quantification should be addressed by following the guidance contained in the Economic
Incentives Program (EIP)! in section 5.2 (b). Voluntary measures should meet this provision
unless the measure is dso an emerging measure.

D. Permanent - An emisson reduction strategy must continue throughout the term thet the
credit is granted unlessiit is replaced by another measure (through a SIP revision) or the
State demondtrates in a SIP revison that the emission reductions from the measure are no
longer needed to meet gpplicable requirements this gpplies to voluntary and emerging
measures.

E. Anti - Backdiding - To receive SIP gpprova of any emerging measure or voluntary
measure that replaces an existing SIP measure, the State must demonstrate that the anti-
backdiding requirements of section 110 (1) and 193 of the CAA are met®.

5. How doesthis policy relateto other existing guidance?
The EPA has dready issued other policies for nontraditiond programs.
A. “Stationary Source Voluntary Measures Fina Policy”, January 19, 2001.

B. Mobile Source Voluntary Measures Policy”, October 27, 1997. This policy could cover
programs such as road congestion pricing and other transportation related controls.

C. “Improving Air Qudity with Economic Incentive Programs,” EPA- 452/R-01-001, January
2001. This provides additiond information on developing and implementing nontraditiona
control grategies. This guidance is commonly caled the Economic Incentive Program (EIP)
and is avallable at: www.epa.gov/ttn/ecas/innostrahtml. Emisson reductionsthat are to be

¥Improving Air Quaity with Economic Incentive Programs,” EPA- 452/R-01-001, January
2001.

2 EPA has recently darified applicable requirements for antibackdiding for the ozone NAAQS
in 40 CFR Part 51, subpart X.



used in trading programs must be consistent with the EIP.
D. “Guidance on SIP Credits for Emisson Reductions from Electric Sector Energy
Efficiency and Renewable Energy Measures’, signed August 5, 2004. These programs will frequently
be emerging and voluntary measures.
This policy addresses emerging and voluntary measuresina SIP by:
A. Modifying the existing policy for stationary source voluntary meesures,
B. Adding anew policy for emerging measures, and
C. Reflecting additiond guidance for the EIP.
This policy does not apply to mobile emission sources, including on-road and non-road vehicles.

For more information about how to take credit for a mobile source emission reduction program, see
http://Aww.epa.gov/otag/trangp/tragvolm.htm.

6. What istherdationship of emerging measures under this policy to the Economic
I ncentive Program (EIP)?

Economic incentive programs differ from emerging measures in that emission or pollutant
reductions (or actions leading to reductions) from economic incentive programs meeting EPA’s EIP
guidance must be clearly quantifiable.

7. What istherdationship of voluntary measures under thispolicy to the EIP?

Generdly spesking, economic incentive programs meeting EPA’s EIP guidance differ from
voluntary measuresin that emission or pollutant reductions (or actions leading to reductions) must be
enforceable againg sources. The EIP dso provides that “public information” economic incentive
programs (e.g., education or incentive programs to reduce energy consumption) may be approved for
SIP credit if the State uses one of the following three methods to meet the enforcesbility requirement:

A. The EIP submittal includes fully adopted contingency measures and contains a State
commitment to automaticaly implement contingency measures, if necessary.

B. The State will only count emission reductions on a retrospective basis.
C. The State has used the control Strategy in asmilar Stuation, has achieved positive results,

and receives preliminary approva from the rdlevant EPA Regiond Office to usethe
provison.



Some drategies might be originally approved under this policy and later, after program
evaluations have been completed, be able to be gpproved as an incentive program under the EIP. If an
emission reduction strategy can mest the EIP requirements, a State should drive for the strategy to be
approved as meeting the EIP rather than as a voluntary measure. EIP measures are not subject to a
percentage limitation that applies to voluntary measures.

8. How do the different parts of this policy apply?

Some emission or pollutant reduction programs may need flexibility in order to meet the
quantification requirement, while other programs may need flexibility to meet the enforceahility
requirement. Some programs may need flexibility to meet both the quantification and the enforceability
requirements.

A. Section B gpplies to both emerging and voluntary measures.

B. Section C gpplies only to emerging measures.

C. Section D gpplies only to voluntary measures.

If aprogram uses this policy to meet SIP approva requirements for both enforcesbility and
quantification, it should comply with Sections B, C and D.

9. Who should be contacted about Federal approval of specific emerging and voluntary
measur es?

EPA wishes to encourage States to develop and adopt voluntary and emerging measures for
meseting SIP requirements.  To facilitate Federa gpprova of an emerging or voluntary measure States
are encouraged to work with their EPA regiona office during the devel opment process.

In general States are expected to use the more traditional methods which may be available
before attempting to develop voluntary or emerging measures, sinceiit is easier to obtain federd gpprova
for well established emission control measures.

10.  Who should you contact if you have any questions on this policy?
If you have any questions, please contact Nancy Mayer of the Innovative Strategies and

Economics Group of the Air Quality Strategies and Standards Division, USEPA at 919/541- 5390, or
email mayer.nancy @epagov.



SECTION B: What sources, programs and authorities apply to all strategiesunder this
policy?

11.  What sources may be covered under these emission reduction strategies?

Emission reduction strategies receiving SIP approva using this policy on incorporating emerging
and voluntary programs into a SIP may cover any non-mobile sources of a criteria pollutant or precursor
to a criteria pollutant including:

A. Subject to the limitations described later in this policy, Stationary sources or emission points
within a gationary source including any building, structure, fadility or ingdlation which emits
or may emit an applicable criteriaar pollutant or precursor.

B. Areasourcesthat are too smal and/or too numerous to be individually included in a State' s
dationary source emissons inventory. This category could include facilities that directly emit
gpplicable criteria pollutants or their precursors, products or services sold by wholesale or
retail operations that may emit criteria pollutants or their precursors, and individud
consumers who may use products or services which emit criteria pollutants or their
precursors. (However for emissons reductions to be used for SIP requirements, the
aggregate emissons from the source category, if not individua sources, must explicitly bein
the applicable SIP inventory).

C. Certain dationary sourcesthat indirectly affect ambient air concentrations of criteria
pollutants, such as lighter colored road asphdlt, reflective roofs, Srategic tree planting or
energy efficiency measures. Strategies that contain these sources are often referred as “ heat
idand reduction” or “energy efficiency programs.”

This policy does not apply to mobile emission sources, including on-road and non-road vehicles.
Some nontraditional mobile source programs are covered by the Mobile Source Voluntary Measures
Guidance dated October 27, 1997.

12.  Can programsapproved under this policy replace existing programs?

Measures gpproved under this policy cannot typically replace existing measures dready required
in an gpplicable permit or SIP. This “antibackdiding” provison is necessary to ensure that currently
required and enforceable activities cannot be subgtituted for less certain or less enforceable Strategies.
The purpose of this policy is to encourage new control strategies for meeting CAA requirements.



13. What requirements apply for quantifying of emission reductions from emerging and
voluntary strategies?

A measure submitted for approva under this program must not interfere with other requirements
of the CAA and must be congstent with SIP attainment, maintenance, and RFP/ROP requirements and
plans. However, in order to encourage emerging new programs with which EPA and the States do not
have sgnificant experience, but which are technicaly and scientificaly sound, the Agency bdlievesit is
gppropriate to dlow quantification based on best available science or information where direct,
empiricaly verifigble data are not avallable. See section 22 for more information on quantification of
emerging measures.

For voluntary programs, this policy offers credit where such programs are not enforcegble
directly againg the sources that emit the pollutants, provided other enforceable mechanisms exist as
described below.

The CAA dso requiresthat for areduction to be included in a SIP, the emissions from that
source or source category must be contained and accurately quantified in any applicable ROP, RFP,
attainment, and maintenance inventories. Any Sources or source categories not contained and accurately
quantified in adl gpplicable SIP inventories may not be used in a SIP for attainment, maintenance, or
RFP/ROP purposes.

14.  What istheauthority for approving voluntary and emerging measures under the Clean
Air Act?

The EPA has the authority to gpprove programs under this policy using the following
sections of the CAA:

A. 110 and 172 regarding emission reductions needed to achieve atainment of the NAAQS;
B. 182 regarding economic incentive provisons, and
C. 175A regarding maintenance plans.

Inlight of the increasing incrementa cost associated with Stationary source emission reductions
and the difficulty of identifying additiona stationary sources of emisson reduction, EPA believesthat it
needs to encourage innovative gpproaches to generating emission reductions. Consequently, EPA
believesthat it is appropriate and consstent with the Act to dlow a percentage of the total emission
reductions needed to satisfy ROP, RFP, attainment, and maintenance requirements to come from
programs that may not fully meet the traditiona requirements listed above.



The policy places clear repongibility on a State to ensure that the emission reductions necessary
to meet gpplicable CAA requirements are achieved.  Thisincludes a commitment, under time frames as
discussed below, to evauate the effectiveness of each measure. In the event a measure does not
achieve the projected emission or criteria pollutant reductions, the State needs to commit to quickly
remedy any SIP shortfal by providing a schedule resulting in enforceable emisson reductions from other
sources or by showing that the emission reductions are not needed to achieve applicable attainment,
maintenance, or RFP/ROP requirements. The State would make this “showing” or adopt the required
enforceable emission reductions from other sources through a SIP revision.

15.  What limitations apply to programs approved under this policy?
A. Percent limitation

The EPA bdlievesthat it is gppropriate to presumptively limit the amount of emisson reductions
alowed for gpproval under thispolicy. Although EPA concludes that emerging measures are cons stent
with the statute because dl emerging measures will be accompanied with an appropriate enforcesble
backstop commitment from the state as described in this policy, EPA bdievesit is gppropriate to limit
these measures to asmadl portion of the SIP given the untested nature of the control mechanisms. The
presumptive limit is 6 percent of the tota amount of emission reductions required for the ROP, RFP,
attainment, or maintenance demondtration purposes. The limit gpplies to the total number of emission
reductions that can be clamed from any combination of voluntary and/or emerging measures, including
those measures that are both voluntary and emerging.  Thelimit is presumptive in that EPA believes it
may approve measures into a SIP in excess of the presumptive six percent where a clear and convincing
judtification is made by the State as to why a higher limit should gpply in their case. Any request for a
higher limit will be reviewed by EPA on a case-by-case bads. Any approva of emerging measures
under this policy will be conducted through full notice-and-comment rulemaking in the context of a
particular sate SIP revison.

The 9x percentage reduction does not apply to an area stota emisson inventory, but only to the
increment that is necessary to achieve ROP, RFP, atainment, or maintenance. In order to determine this
increment, one must subtract the “ carrying capacity” (or level of emissons a which the NAAQS would
be attained) from the projected attainment year inventory, reflecting the benefits of dl currently adopted
federd/date regulations. Hereisan example

S Let'sassumethat an ared s base year emissons leve (e.g., in the year 1990 for the 1-hour
ozone plans) is 1,200 tpd.

S Modeing shows that the area would attain the NAAQS if emissions were reduced to 400
tpd.

S Theprojected emissonsleve in the attainment year is 700 tpd, taking into account the
benefits of regulations adopted before the plan is prepared, including the benefits of all
federad mobile source regulations issued before the plan's adoption date.



S Theincrement necessary for attainment would be 300 tpd (700 - 400 tpd).

S EPA bedlievestha consstent with the statute and policy concernsin this case, the State's
attainment demongtration may include up to 18 tpd from emerging and voluntary measures
that control stationary sources (6% of 300 tpd), in conjunction with an appropriate backstop
commitment as described in this palicy.

B. Episodic limitation

Emerging and voluntary measures can be continuous, seasond (in effect only during the season in
which an area experiences high pollutant concentrations) or, for certain actions, episodic (implemented
during specific periods of high pollutant concentrations, varying by meteorologica conditions).

Section 123 of the CAA limits the credit States can take for using disperson techniques,
which include episodic and supplementa controls on emissions from Stationary sources that vary based
on atmospheric or meteorologica conditions. The EPA's regulations implement section 123 a 40 CFR
sections 51.100, 51.118, and 51.119. One of the purposes of section 123 isto make sure stationary
sources do not rely upon intermittent controls in order to avoid the application of feasible congtant
emission controls. In seeking SIP gpprova for measures under this policy, States would need to take
care to avoid seeking SIP credit for episodic controls on stationary source emission activitiesthat are
feasibly regulated through continuoudy or seasondly applicable emission controls. The EPA would not
grant credit to any sationary source episodic control measure that falls within the Agency's definitions of
"digperson technique’ at 40 CFR 51.100(hh)(1)(ii) or "intermittent control system (ICS)" at 40 CFR
51.100(nn), except as allowed by EPA's rules.

The EPA bdieves that section 123 should not, however, restrict credit for non-gtationary

source episodic or supplemental emission reduction measures that gpply to consumer actions or the use
of consumer products or services, for which these controls may represent the only feasible type of
control. For example, EPA has formally determined that the use of smoke management in agriculture
and siviculture practices, and episodic curtailment of residential wood combustion, are not dispersion
techniques limited by section 123. The use of dust suppressants at stationary sources are not diperson
techniques, since these measures are triggered by the rate of dust

emissions rather than by varying amospheric or meteorological conditions. Seasond controls thet are
implemented at pre-determined periods of the year and that do not vary with atmospheric or
meteorologica conditions are not limited by section 123, even if they gpply to stationary sources.

C. Limitations on uses

Under this policy EPA believesthat a State can clam emission reductionsinits SIP from
emerging and voluntary programs for purposes of demondrating attainment or maintenance of the
NAAQS, RFP, or ROP. However, if the evauation period for avoluntary or emerging measure
extends beyond the applicable RFP, ROP, or attainment year, a State cannot rely on such voluntary or
emerging measures for achieving emission reductions for RFP, ROP, or atainment/maintenance.
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16.

Voluntary and emerging measures cannot be used by a source to meet any other emission
reduction requirement such as.

(1) Reasonable Available Contol Technology (RACT),

(2) Best Avallable Control Technology (BACT),

(3) Bedt Avalable Retrofit Technology (BART),

(4 Lowest Achievable Emission Rate (LAER),

(5) New Source Performance Standard (NSPS),

(6) Nationa Emissons Standards for Hazardous Air Pollutants (NESHAPS), or

(7) NSR offsets or emission reductions for any emissions trading program.

How does a State get SIP approval under this policy?

A State would submit a SIP to EPA which:

A.

B.

| dentifies and describes the measure;

Contains projections of emission or pollutant reductions attributable to the program,
aong with rdlevant technica support documentation, including, for emerging measures, a
full discussion of the rlevant best available science supporting the measure (See section
23);

Enforceably commits the State to implementation of those parts of the measure for which
the State or loca government is responsible;

Enforceably commits the State to monitor, evaluate, and report at least every three years
to the public and EPA on the resulting emissons effect of the emisson or pollutant
reduction messure;

Enforceably commits the State to remedy any SIP credit shortfdl in atimely manner, as
described below, if the program does not achieve projected emission reductions;

Meets dl other requirements for SIP revisions under sections 110 and 172 of the CAA,;
and
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G. Undergoes public notice and comment as any other SIP revision.
See attachment 1 for a detailed description of the SIP gpproval process.
17. How should a State evaluate the emission reduction effectiveness of its programs?

Program evauation is the process of retrospectively assessng the performance of the program.
The primary purpose of program evauation isto evauate the amount of reductions actudly redized
through the program and to serve as abasis for adjustments to the program if the origind estimates of
emission reductions are not being achieved. In the SIP submitta, the State needs to develop and include
specific program eva uation procedures for the measure. The State should carefully consder what
gpproach can provide the most effective means to accurately eva uate the measure. The gpproach will
depend greetly on what type of program isbeing evduated. See sections C and D for discussions of
possible evauation programs.

18.  How often should a State evaluate its program?

Evauation timing is discussed separately for emerging measures (section C) and voluntary
measures (section D).

19.  What should a State do if the evaluation reveals a shortfall between predicted and
actual emissions reductions?

The SIP submittal needs to include an enforceable commitment that if the State learns through
program evauations (or by other means) of ashortfdl (i.e., projected pollutant reductions were not or
will not be achieved), the State will quickly correct the problem by providing enforcesble emisson
reductions from other sources or by showing that the emission reductions are not needed for attainment,
maintenance, or RFP/ROP. The State would make this* showing” or adopt the required enforceable
emission reductions from other sources through a SIP revision.

Generdly, if State rulemaking is not required, any shortfall should be corrected as soon as
possible, and no later than one year after the program evauation is completed (or when a State learns of
the shortfdl). If State rulemaking is required, the State should proceed as expeditioudy as possible
under the required State process, but the State should correct the shortfal within two years of when the
shortfal isdiscovered. However, if the emisson reductions from a measure are necessary to show
attainment or ROP, the timeframe to correct a shortfall cannot exceed the statutory attainment or ROP
milestone date for the nonattainment area (for example, in the one hour ozone program, 2005 or 2007
for severe areas and 2010 for an extreme area). Failure to timely address this shortfal could lead to a
finding of nonimplementation under section 179(a)(4) of the CAA. In such a case, sanctions may be
imposed under section 179(b) of the CAA.
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20. How long doesthis policy last?

The EPA plansto evduate the effect of this policy after five yearsto determineif it is meeting its
gods. The paolicies sat forth in this document are intended solely as guidance, do not represent fina
agency action, and cannot be relied upon to create any rights enforcesble by any party.

SECTION C: What special guidance appliesto emerging measures?
21. What isan emerging measure?

An emerging measure is a new emission reduction or pollutant reduction measure which is more
difficult to accuratdy quantify than traditiond SIP emission reduction measures. The difficulty in
quantifying the emisson or pollutant reductions may be due to scientific, technologica, or informationa
uncertainty. The ability to quantify reductions from emerging measures may require development of a
protocol based on assumptions and/or modeling to estimate the reduction impacts of the emerging
measure.

22.  Why isEPA allowing flexibility for the quantification requirement?

Some areas want to try new types of emission control or pollution reduction Strategies. Some of
these new drategies have a substantia chance to be as effective and possibly more effective than current
measures in reducing criteria pollutant levels. The EPA supports and wishes to promote the testing of
new emission and pollutant control srategies. This policy provides a mechanism that dlows States to
receive provisona emisson reduction credit in their SIP for new emission control and pollutant
reduction strategies that have the potentid to generate additional emisson reductions or air quality
benefits. Provisionary emission reductions or pollutant reduction strategies can become permanent when
post-implementation eva uations vaidate the amount of emission reductions achieved.

“Provisonary” in this case means the State may use particular emisson reductions for RFP or
other purposes before the quantification procedure has been fully validated. Even though these emisson
reductions can be used to fulfill CAA emisson reduction requirements, if post-
implementation evauations do not show that al the projected emissions reductions have occurred, the
State must reconcile the difference between the projected and actual emissions reductions.

In order to encourage emerging new programs with which EPA and the States do not have
sgnificant experience, but which are technicaly and scientifically sound, the Agency bdlievesit is
gppropriate to dlow quantification based on best available science or information where direct,
empiricaly verified data are not available. In these circumstances, the State should quantify the pollution
reduction based on the best knowledge currently available for the measure being consgdered. The State
should develop a protocol based on a carefully considered determination of the activitiesthat it is
committing to undertake and the activities projected impact on pollution. The estimates may be based
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on modeling, on extrapolated experience for smilar types of projects or on another gpproach that is
likely to yield a reasonable estimate of pollution reduction.

23.  What may cause uncertainty in the quantification of the emission reduction?

Uncertainty may be caused by questions regarding the effectiveness of the measure in achieving
emisson reductions or difficulty in measuring the emission or pollutant reduction impact on a
nonattainment area.

This uncertainty may be due in some cases to the application of science or technology which
may not yet have received full acceptance in the environmenta community. To ensure a high probability
of success for these new drategies, dl programs must apply the best available science in devel oping,
judtifying and evaduating their programs. Best available science implies that the project or program be
creditable based on principles of accepted science and that it be supported by peer-reviewed articles
published in scientific or technica journds.

24.  What are examples of emerging measures under development?

A few examples of emerging measures that are currently being consdered for SIP use include:

A. Activitiesthat indirectly reduce emissions, such as measures that promote more efficient
production or use of energy or that promote renewable resources. Some examples include:

(1) Useof renewable energy sources which may have no emissons (solar or wind power)
or low emissions (biomass)

(2) Combined heat and power generation

(3) Education or incentive programs to reduce consumer energy use
These programs pose a unique chdlenge because it is difficult to convert energy savingsinto
emission reductions impacting a particular area. For programs that affect energy usage, emission

reductions may result from:

(1) Reduced energy demand below existing levels assumed in the relevant attainment and
maintenance plansif the plans do not assume any growth in energy demand, or

(2) Reduced future growth in demand, as long as growth in demand is explicitly contained
in dl rdevant attainment, RFP, ROP, and maintenance plans and inventories.

B. Adtivitiesthat improve air qudity by means other than emisson reductions, such as hegt
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iIdand measures that reduce criteria pollutant concentrations by lowering ambient
temperatures.

25.  What special limitations apply to emer ging measur es?

States may not use emerging emission control strategies to meet the following technology based
Standards:

RACT
LAER
BACT
MACT
BART
NESHAP

RACT rules must be adopted and implemented even if a State submits aemerging
programunder this policy. Nothing in this policy relieves a Stat€' s obligation to adopt and implement
RACT rules.

Emission reductions realized from emerging measures may not be used for NSR offsets or other
trading purposes.

Only emission reduction programs (e.g., programs to reduce 0zone precursors), may be used
for RFP/ROP purposes. Ambient concentration reduction strategies can be used for maintenance and
atanment strategy requirements.

26.  How should a SIP authority calculate the emissions reductions from an emerging
measur e?

This policy can potentialy gpply to awide variety of types of stationary sources. While a State
would need to carefully develop an emissions quantification protocol that best fits each type of emissions
source, the following generic protocol presents the basic components that should be accounted for in
any emission reduction quantification gpproach.

A. ldentify the type of source or facility that will be involved in the emisson reduction  activity;

B. Determine whether the emissons from these sources are dready included in and accurately
quantified in the emissons inventory in the SIP. If they are not dreedy in the SIP inventory,
or are not accurately quantified, no credit could be given for these sources unless the
basdine is revised to include such emissions. If they arein the SIP inventory, determine the
basdline emissions from these sources,
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. Fully explain the emisson reduction technique, provide a detailed estimate of the amount and
type of emissions (e.g. volatile organic compounds (VOCs), nitrogen oxides (NOy,,
particular matter (PM), etc.) that will be reduced. Provide aclear methodology for how the
emissions or pollutant reduction estimates were derived;

. Identify the number of sources that will participate in the measure and provide
documentation as to how that number was derived and why the SIP authority believesit to
be accurate;

. If thereis sgnificant uncertainty in the amount of emission reductions that will be generated
by the emerging measure due to concerns regarding best available science and engineering
information or uncertain implementation assumptions, the SIP authority should apply a
discount factor to the amount of estimated emission reductions to reflect the uncertainty in
the estimate. The assumed discount is 20 percent; however, alarger or smaler adjustment
factor may also be appropriate. The grester the uncertainty, the greater the adjustment
factor.

-and -
. If the emisson sources are generdly of the same Sze and emission rate, multiply the number
of sources participating by the amount of emission reduction estimated per source to
determine the total emission reduction to be applied to the SIP,
_Or_
If the emission reduction can differ substantially from source to source, add the estimated

emission reduction from each participating source to derive atotd emission reduction and
apply it to the SIP.

Certain types of emerging programs may rely on measures that do not directly reduce emissons
of pollutants. They may result in less formation of pollution (e.g., heet idand reduction measures reduce
temperature which can result in less ozone formation) or directly reduce pollution in the ambient air (e.g.,
tree protection and planting programs may reduce ozone through severd mechanismsincluding
depostion). Edimating pollutant reductions for programs of this type will generdly rely on ambient air
qudity modeing based on the gpplication of the best avallable scientific and engineering informetion.

In cases such asthese, however, reductions will till be related to the leve of activity involved.
In genera, programs of this type will need to promote aleve of activity over an area necessary to create
an impact in the modeling and actud results. Small programs on an isolated nelghborhood bass are not
likely to be sufficient to demongtrate a heat idand impact and, on their own, would therefore likely not
generate creditable pollutant reductions.
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Some emerging measures may aso take a subgtantia period of timeto fully implement. Tree
planting and protection programs, for instance, may take decadesto fully redize potentidly beneficid
impacts. Edtimates of pollutant reductions should reflect the schedule on which the measures are being
put in place and growth rates over time aswell asloss of trees due to disease or remova. Because of
the length of time required for these programs to mature, some of these strategies may be more effective
as maintenance grategies rather than as attainment Strategies.

27. How should a State evaluate the emission reduction effectiveness of these programs?

Program evauation is the process of retrogpectively assessing the performance of the
emerging measure. The primary purpose of program evauation is to quantify the amount of actud
reductions redized through the program and to serve as abasis for adjustments to the amount of
emisson reductions available if the original estimates of emission reductions are not being achieved. In
the SIP submittd, the State should develop and include specific program evauation procedures for the
emerging measure,

The State should carefully consider which gpproach can provide the most effective meansto
accurately evauate the emerging measure. The gpproach will depend grestly on what type of measureis
being evaluated. The actud effect of some measures on pollutant levels may be impossible to accurately
determine by empirical measurement and will depend instead on updated modeling or scientific
cdculations. Inthat case, the date of the science behind the origina emission reduction assumptions
should be carefully reviewed and updated to reflect any new information that may now be available. In
al cases, there should be some activity measure that can be evaluated to ensure that the emerging
measure is being implemented. For example, heat idand reduction (HIR) measures require actions to
increase the reflectivity of roofs, roads, and pavement. Although these are not direct measures of ozone
reduction, they are necessary actions to implement a heat idand reduction Strategy and can be directly
measured and compared to the origind assumptionsin the HIR strategy and moddling. At the same
time, the HIR modeling should be updated to reflect any better science or new information available
regarding the efficacy of HIR as an o0zone reduction strategy.

See section 5.3 of the EIP for additiona information on whét is needed in a program evauation.
28.  What isthetiming of evaluation and reconciliation for these programs?

To be conggtent with the section on voluntary measures, the State should enforceably commit to
complete an initid evauation of the effectiveness of each measure not later than 18 months after putting
the measurein place. Where possible, this evaluation should be done sooner. However, if a State can
make a showing that it cannot adequately evauate the measure within 18 months, it may request
additiond time to complete the evauation. This extra time differs from the timeframe alowed in section
D on voluntary measures.

The extratime may be necessary in cases where the measure may take a Sgnificant amount of
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time to fully implement, where direct measurement is not possible, or where science has not progressed
aufficiently in 18 months to provide a more reliable estimate of the effectiveness of the measure.
However, the State must show that there has been a good-faith effort to improve the quantification
procedures for a particular emission control strategy and that red progress has been made in quantifying
the emission reductions. Under no circumstance can the additiond time granted for evauation dlow the
evauation to occur lessthan 2 years before the RFP, ROP or attainment date if the emission reductions
are being used for these purposes. If the evauation extends beyond these timeframes, the measure
should be used soldly for maintenance purposes.

If any emission reductions cannot be validated, then the State must provide other reductionsto
make up the difference between the vaidated emission reductions and the projected emisson
reductions. If the State becomes aware that the emerging measure is not achieving or will not achieve
the predicted emission reductions, or the science behind the measure is questionable or uncertain the
State should notify EPA and correct the SIP at that time as discussed in section 19.

Once a State has determined the initid effectiveness of its emerging measure, it may reevauate
Its emerging measures a the same time as other SIP measures. This evauation should generally occur
every three years, unless no requirement to reevaluate SIP measures gpplies to the particular plan.

29.  Can morethan one State adopt the same emer ging measur €?

The EPA bdievesit is gppropriate to alow multiple States to adopt Smilar programs so long as
they dl meet the criteria outlined in this guidance, including a determination of surplus which can vary
from dtate to date. If aparticular strategy has been shown to provide verified emission reductions and
other States are interested in adopting Smilar drategies, States should confirm that the emission
reductions are surplus, and that the emissonsimpact will be the same for their State (due to Smilaritiesin
topography, meteorology, magnitude of the project, and any other relevant factors). Under these
circumstances, EPA bdieves a State may, through future rulemaking, adopt the emission reduction
drategy, obtain emission reduction credit for their SIP and meet the requirements of this policy.
Depending on the specific emerging measure, multiple States may have to demondrate the viability of a
particular measure to achieve reductions before a State may adopt the measure as having met the
requirements of this policy.

In some Situations, when an emerging strategy has been verified as a predictable emisson
reduction strategy which meets the quantification criteriain the EIP, that strategy may be approved into
the SIP as mesting the EIP. If the strategy is approved as meeting the EIP without using this policy, then
the strategy would not be subject to the presumptive six percent limit that gpplies to the totd emissions
reductions that can be credited under emerging and voluntary programs.

SECTION D: What special requirements apply to voluntary programs?
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30.  What isavoluntary measure?

For the purpose of this policy, a voluntary measure is an action by a source that will reduce
emissions of a criteria pollutant or a precursor to a criteria pollutant that the State could claim as an
emission reduction in its SIP for purposes of demondirating attainment or maintenance of the NAAQS,
RFP, or ROP, but that is not directly enforceable againgt the source. Voluntary measures cannot be
used by the source to meet any other emission reduction requirement (for example, offsetsfor NSR or
credits for trading under an economic incentive program). Voluntary measures aso cannot be used to
meet other emission reduction requirement such as RACT, BACT, BART, LAER, NSPS or NESHAP
limits. In effect, the source accrues neither liability nor direct benefit from the action. Voluntary emisson
reductions can only be credited to the State under this policy for demonstrations of attainment,
maintenance, or RFP/ROP.

Even though an individua source would not receive direct benefit from participating in a
voluntary measures program, there are incentives for sources to participate. Theseinclude a desire on
the source' s part to contribute to improved air quality, possible recognition by the State or others of the
source s contribution to ar quaity improvement, and the opportunity to participate in anon-regulatory
program for a small group of sources that may achieve emisson reductionsin a more cost-effective and
less resource-intensive manner.

31l.  What are examplesof typesof stationary source voluntary measur es?
Some examples of voluntary measures could include:
A. Retall operations agreeing not to sdl high emitting VOC products during the ozone season.
B. Consumer-oriented programs to reduce the use of high emitting paints or other consumer
products during the 0zone season, or no paint days during periods of high predicted ozone

concentrations (Ozone Action Days).

C. Defering or reducing both consumer and industry maintenance involving high emitting
chemicals.

D. Whereit isnot dready required, improved operating practices or use of pollution prevention
approaches to reduce emissions, such as covering containers, reducing waste from
operaions, or using water-based systems for cleaning operations at Sationary sources.

E. Encouraging reductions in emissons from emissons points not currently required to be

controlled (e.g., by applying new or innovative emission reduction gpproaches such as
pollution prevention or process changes).
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F. Process changes to reduce emissions during the 0zone season.

G. Voluntary wood stove changeout programs, or voluntary no burn daysinvolving the use of
wood stoves or agricultura burning to reduce PM, s emissons.

H. Programs to reduce electricity usage.

I.. Heat idand programs to encourage activities that will reduce center-city temperatures during
the summer, eg. replacing resdentid roofs with Energy Star-labeled roof products or
planting shade trees.

J. Emission reductions resulting from programs designed to educate consumers or sources
about the effects of their actions on the environment. This could aso include emisson
reductions resulting from mentoring programs where firms that are more experienced in air
pollution control activities could advise less-experienced firms on waysto reduce air
pollution.

K. Process or technology changes that result in substantialy reduced emissions beyond those
mandated in a SIP or mandated by such control programs such as RACT, BACT, BART,
LAER, NSPS or NESHAPs.

32. How doesavoluntary measure meet the enfor ceable requirement?

While we have dready stated that voluntary measures are not enforcegble againgt the source, the
State would be responsible for assuring that the emission reductions credited in the SIP occur. The
State would make an enforceable commitment to monitor, assess and report on the emission reductions
resulting from the voluntary measures and to remedy any shortfals from forecasted emission reductions
in atimely manner as discussed below.

33.  What special limitations apply to voluntary measur es?

It is not gppropriate for certain sources to participate in the voluntary measures policy. Some
nonattainment problems (whether area-wide or part of the larger nonattainment area) are strongly
affected by one source or asmal group of sources. Thisisusudly the case in nonattainment areas for
lead and sulfur dioxide (SO2), and for certain particulate matter (PM) and carbon monoxide (CO)
nonattainment areas aswell. 1t should not be the case for 0zone, where a mix of mgor sources, area
sources, mobile sources, and long range transport al contribute to the problem. Sources which strongly
affect a nonattainment problem should not be covered by a voluntary measures program. Emisson
reductions in these cases should be directly enforcesble against the specific sources causing the problem.
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Voluntary measures may not be used for NSR offset or emissons trading purposes.
34.  How should a State evaluate a VVoluntary Measur es program?

Program evauation is the process of retrospectively assessing the performance of the voluntary
program. The primary purpose of program evauation is to quantify the amount of actua reductions
redlized through the program and to serve as abasis for adjusments to the program if the origina
estimates of emisson reduction are not being achieved. In the SIP submitta, the State must develop and
include specific program evauation procedures for the voluntary measure,

The State should carefully consider what gpproach can provide the most effective meansto
accurately evauate the voluntary measure. The gpproach will depend greeatly on what type of measureis
being evauated. For example, to evaluate alow VOC retall paint sdes program, it may be best to use
inventory records to evaluate the program. For an ozone action day approach to discourage the use of
VOC based consumer products (paints, hair spray, €etc.), it may be appropriate to use a consumer
survey. Statigtica sampling may be an appropriate method for assessing program effectiveness,
particularly for those measures utilized in the consumer/retall area.

35.  How often should a State evaluateits program?

The State should enforcegbly commit to complete an initid evauation of the effectiveness of
each measure no later than 18 months after putting the measure in place (one year to run the measure
and sx months to analyze the data to determine the measure' s effectiveness). This evaluation should be
done sooner, where possible. For instance, for a seasond voluntary program that may only run for Six
months, the timeframe may be sx months to run the program and 6 months to determine its
effectiveness.

Once a State has determined the initid effectiveness of its voluntary measure, it may reevauae
its voluntary measure programs at the same time as other SIP measures, generdly every three years,
unless no requirement to reevauate SIP measures applies to the particular plan, in which case the State
would need to reevauate its voluntary measure programs & least every three years. If, before the
required initial evaluation or the scheduled reevauations, the State becomes aware that the voluntary
measure program is not achieving or will not achieve the predicted emisson reductions, the State should
notify EPA and correct the SIP as discussed in the next section.

36. What should a State do if the evaluation reveals a shortfall between predicted and
actual emissionsreductions?

The SIP submittal needs to include an enforcegble commitment that if the State learns through

program evauations (or by other means) of a shortfdl (i.e., projected emission reductions were not or
will not be achieved), the State will correct the problem by providing enforceable emission reductions
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from other sources or showing that the emission reductions are not needed for attainment, maintenance,
or RFP/ROP. The State would make this " showing” or adopt the required enforceable emission
reductions from other sources through a SIP revison. Generaly, if State rulemaking is not required, any
shortfall should be corrected as soon as possible, and no longer than one year after the program
evauation is completed (or when a State learns of the shortfdl). If State rulemaking isrequired, the
State should proceed as expeditiously as possible under the required State process. It isthe State's
respongbility to correct the shortfal within two caendar years of when the shortfall isfirst discovered or
noticed. However, if the emission reductions from a measure are necessary to show attainment or ROP,
the timeframe to correct a shortfall cannot exceed the statutory attainment or ROP milestone date for the
nonattainment area (for example, in the one hour ozone program, 2005 or 2007 for severe areas and
2010 for the extreme areas). Failure to address this shortfal on atimey basis could lead to afinding of
nonimplementation under section 179(a)(4) of the CAA. In such a case, sanctions may be imposed
under section 179(b) of the CAA.
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Attachment 1

SIP COMPLETENESS AND APPROVAL PROCESS

Submittal Requirements

A State must submit a SIP to EPA which identifies and describes the program and:

C

contains projections of emisson reductions attributable to the program, along with relevant
technical support documentation;

commits to monitor, evauate, and report the resulting emissions effect of the measure;
commits to remedy in atimely manner any SIP credit shortfdl if the measure does not achieve
projected emission reductions,

meets other requirements for SIPs such as.

-- ashowing that the State has legd authority. For example, the evidence may be aletter from
the State' s Attorney Generd’ s office providing an analyss of the legd authority to adopt and
implement the State program under State law.

-- the date of adoption, aswell as the effective date of the program, if thisinformation is not
dready included in the program.

-- evidence that the program is consistent with the provisons of CAA Section 110(8)(2)(E).

-- include a copy of the measure, indicating the changes made to the existing approved SIP
where gpplicable. The State program and other relevant rules must be sgned, stamped, and
dated by the gppropriate State officid indicating that it is fully implementable by the State. The
effective date of the program must, whenever possble, be indicated in the document.

contains evidence that:

-- the State adopted the measure/program into the appropriate State mechanism (e.g., your
applicable State rules) and the date adopted.

-- the State followed dl the procedurd requirements in the State’ s laws and congtitution in
conducting and completing the measure/program.

-- the State gave public notice of the proposed changes consistent with procedures approved by
EPA, including the date of publication of this notice.

-- the State held public hearings consstent with the information in the public notice and the
State' s laws and condtitution.

--the State established explicit procedures for including the public in the program implementation
and evaluation phases, to address any environmenta justice issues.
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--the State has sufficient funding and resources to collect data and perform a program evauation
to determine the actua emission reductions redized by a measure.

Generd Process Timdine

The generd process timeline for getting your measure gpproved congsts of the following steps:

Develop the rule that contains the regulatory provisons of the program in consultation with
gppropriate sakeholders - community (including communities of concern), industry, academia,
environmentaists and regulators. For programs that do not require regulations (e.g., education or
incentive programs to reduce consumer power demands), then the appropriate authority must adopt
an enforceable palicy (or equivaent) to ensure the program isimplemented.

Prepare documentation to support the rule.

Submit the rule and supporting documentation to the applicable EPA Regiond Office.

The EPA Regiond Office reviews the SIP submittal for completeness and decides whether the rule
submittd is complete.

If the EPA Regiona Office consdersthe SIP submittal to be incomplete, the EPA Regiond Office
will return the SIP submittal. At this point, the State may revise the rule and/or documentation and
resubmit the package.

The EPA proposes the rule as a SIP revison in the Federad Register and solicits comments on the
rule from the public. Based on the public's comments, EPA may require that the State make
changesintherule, prior to fina approvd.

The EPA publishes the find approva of the (origina or modified) rule in the Federal Regigter.

Even though a Region may choose to use the direct find processing procedure for noncontroversial
actions it is very unlikely that any action using this policy will be noncontroversd.
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