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7/16/98 FACT SHEET

NEW SOURCE REVIEW: SOLICITATION OF COMMENTSON
WHEN MAJOR NEW SOURCE REVIEW APPLIESFOR A PHYSICAL
OR OPERATIONAL CHANGE TO A FACILITY

TODAY'SACTION

L 2

The Environmental Protection Agency (EPA) is seeking comment on an dternative
gpproach for gatesto use in determining whether “maor New Source Review”
requirements would gpply to facilities undergoing a physical or operationd change. The
magor New Source Review program is a pre-construction permits program for new and
modified large indudtrid facilities. The program’sintent is to ensure that newly built or
sgnificantly modified fadilities do not result in unacceptable impacts on air qudity.

This dternative approach is different from EPA’s existing policy in that it would treat
utilitiesthe same as dl other indudtria facilities --- the existing policy has a separate test
for utility emisson units (i.e,, boilers) to determine whether mgor New Source Review
would gpply. The dternative gpproach would dlow any facility (either utility or non-
utility) to legaly avoid being subject to mgor New Source Review requirements by
taking an enforceable “temporary” limit on emissons.

EPA isadso seeking comment on the timing and circumstances under which permitting
authorities should have to revise the emission leve set for agiven facility under a
plantwide gpplicability limit or "PAL." A plantwide gpplicability limit isavoluntary limit
or "cgp" on afacility’ stotd emissonswhich is established based on the facility's
higoricd emissons Thislimit providesflexibility for afacility to make modifications
without triggering magor New Source Review requirements as long as the emissions cap
IS not exceeded.

Previoudy, EPA solicited and received several hundred comments on its New Source
Review reform package proposed in July 1996. Although both of the items highlighted
in today’ s action were raised in the July 1996 proposal, EPA wants to ensure that the
public has an opportunity to evaluate the conceptsin greater detail and in light of
changed circumstances. Therefore, EPA is seeking additiond comments before issuing
the New Source Review reform rulein find form.

EPA plansto finadize New Source Review reform regulaionsin May 1999 after
consdering dl sgnificant public comments, including those recelved on this notice.
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BACKGROUND
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Congress added the New Source Review program to the Clean Air Act in 1977 to
ensure that indugtria expangon occurs in harmony with environmenta protection. The
mgor New Source Review provisons require large indugtrid facilities to obtain permits
before they build new fadilities or sgnificantly increase emissons a existing ones. In
developing these permits, facilities are required to do certain air quality andyses, and
apply “best available contral technology” in clean areas or comply with the “lowest
achievable emissonsrate’ and obtain emisson reductions to offset any emisson
increasesin dirty aress.

Nonattainment New Source Review gppliesto large facilitiesin areas of the country
that have air pollution levels that exceed the nationd air quaity sandards
("nonattainment areas’) set for anumber of pollutants, including ground-level ozone.
The Prevention of Significant Deterioration Program applies to new or changed large
fadilitiesin areas of the country that meet nationd air quality sandards for the air
pollutants to be emitted by a proposed source.

In 1992, EPA issued a New Source Review regulation designed to reduce the
regulatory burden for dectric utility steam generating units making maor modifications.
This rule only gpplies to modifications to existing utility boiler units and does not gpply
to any other industrid sources. The rule was issued prior to utility restructuring and
therefore assumed that utility operations in athen non-competitive market were highly
predictable, and that information on utilization typically was assessed by an independent
agency (the State Public Utilities Commission) and was available to the public. The
generation of dectricity is currently being transformed from a highly regulated monopoly
to a competitive market. In such amarket, utilitieswill likely operate no differently than
other source categories.

On July 23, 1996, EPA proposed to make changes to the existing New Source Review
program that would sgnificantly streamline and amplify mgor New Source Review.
One of the main changesin this reform effort relates to the circumstances under which
mgor New Source review requirements would gpply when afacility undergoes a
modification.

In the July 1996 New Source Review package, EPA aso proposed plantwide
applicability limits as an option to determine whether mgjor New Source Review would
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aoply. A plantwide gpplicahility limit isavoluntary limit or "cap" on afacility’ s tota
emissonswhich is established based on the facility's higtoricd emissions. Thislimit
provides flexibility for afacility to make modifications without triggering mgor New
Source Review requirements as long as the emissions cap is hot exceeded.

In today's action, EPA is seeking additional comment on: 1) an aternative gpproach for
determining the applicability of mgor New Source Review requirements to
modifications to exiging facilities (both utility and non-utility) and 2) the circumstances
under which state or loca permitting authorities would periodicaly review and revise
the emisson leve sat under a plantwide gpplicability limit.

WHAT NEW SOURCE REVIEW PROCEDURESAPPLY TO MODIFICATIONS

AT MOST FACILITIES?

L 2

In generd, under the Clean Air Act and EPA rules, mgor New Source Review
requirements apply if, as aresult of a physica or operationa change a alarge facility,
the totd post-change emissions from the modified facility exceed the current actud
emissons by asgnificant amount (as defined in the regulations).

Generdly, the emissons from a unit (e.g. ablast furnace) prior to the modification are
caculated based on the average annud emissions a the facility during the two-year
period preceding the change (or a more representative period, as appropriate).

A unit's“potentid” emissions (or the maximum afacility is capable of emitting) are used
to estimate the post-change tota emissions expected after the modification.

A facility owner or operator can avoid the assumption that the unit will operate at its
maximum cgpacity by agreeing to limit its emissions through enforcesble redtrictions that
limit the unit’ s ability to emit more than it did prior to the modification.

WHAT NEW SOURCE REVIEW PROCEDURESAPPLY TO MODIFICATIONS

AT UTILITIES?

*

Under the current policy, eectric utility sleam generating units are given specid
congderation in determining whether mgor New Source Review requirements should
apply. Under the current policy, a utility's actud emissions before the modification are
compared to its projected actua emissions for the 2-year period after the modification.

In projecting post-change emissions, a utility does not have to consider any emission
increase from increased use of capacity which results from independent factors such as
growth in dectricity demand.
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Utilities which complete amodification of one of their units (i.e,, aboiler) and are not
subject to mgjor New Source Review requirements based on their projected actua
emissons must submit to permitting authorities sufficient records each year for 5 years
after the change to demondtrate the change has not resulted in an increase in emissons.

The rules do not specificadly detail ether the means for verifying projected actua
emissons or the consequencesiif afacility exceeds its projected emission level.

WHAT ISTHE ALTERNATIVE EPA ISCURRENTLY CONSIDERING?
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An dterndive being discussed in this action would dlow any facility (either utility or
non-utility) to legaly avoid being subject to mgor New Source Review requirements by
taking an enforceable “temporary” limit on emissons for a period of 10 years after the
physica or operationd change. This*“temporary” limit would be based on the emission
levels from the unit in any one of the 10 years preceding the change. Thiswould dlow
each facility to chose ayear which provided for the largest pre-change emissions level.

EPA bdievesthis dternative is reasonable because it treats dl facilities smilarly and
aso responds to industry comments that the traditiona approach " confiscates' unused
plant capacity following amodification. With this approach, when the temporary limit
expires after 10 years, the unit may operate a any otherwise legaly alowed and
available capacity.

Making requirements consstent between utilities and non-utilities is a reasonable option
gnce the restructuring and deregulation of the eectric utility indusiry has affected EPA’s
previous assumptions about the industry (i.e. non competitive market, reliable
projections of operation tied to loca demand, and public accountability) that formed the
basisfor prior decisons on mgor New Source Review requirements for utilities.

WHY ISEPA CONSIDERING PERIODIC REVIEW OF PLANTWIDE

APPLICABILITY LIMITS?
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Severd commenters have suggested that plantwide applicability limits must be
periodically updated to reflect recent actua emissons. Periodic review can help to
ensure that individud facilities do not indefinitely keep unused emissons “credits’ that
could be digtributed to other facilities within an areaiin need of a greater emisson
alotment.

Indefinite plantwide applicability limits may dso hinder a State' s ability to plan for

achieving air quaity standards since State inventories must account for emissons
alowed under the plantwide limit even if the emissons are not occurring due to
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shutdowns or under use of capacity.

* There may aso be legd reasons why periodic review would be necessary to reflect
actud emissonswithin agiven time frame,

WHAT OPTIONS IS EPA CONSIDERING FOR ADJUSTING THE PLANTWIDE
APPLICABILITY LIMITS?

L 4 The options EPA is consdering include 1) adjusting the limit to take into account
shutdowns and under use of capacity, 2) alowing the limit to expire or be renewed,
and 3) no adjustment where units a the facility already have good controls.

FOR FURTHER INFORMATION

1 Interested parties can download the notice from EPA's web Site on the Internet under
“recent actions’ at the following address. http: //mww.epa.gov/ttn/oarpg.  For further
information about today’ s request for comment, contact Mr. David Solomon of EPA's
Office of Air Qudity Planning and Standards at (919) 541-5375. EPA aso hasaweb
gte on the Internet that contains additiona information about New Source Review:
WWw.epa.gov/ttn/nsr.

! EPA's Office of Air and Radiation’s homepage on the Internet contains a wide range of
information on the New Source Review program, aswel as many other ar pollution
programs and issues. The Office of Air and Radiation's home page addressiis.
http://www.epa.gov/oar.



