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Sept ember 18, 1989
MVEMORANDUM

SUBJECT: Request for Clarification of Policy Regarding
the "Net Enissions Increase”

FROM John Cal cagni, Director
Air Quality Managenent Division (MDD 15)

TO Wl liam B. Hathaway, Director
Air, Pesticides, and Toxics Division (6T)

This is in response to your August 10, 1989 menorandum regardi ng
gui dance on several issues related to the calculation of "net em ssions
i ncrease"” (as defined in 40 CFR 52.21(b)(3)(i)) for prevention of
significant deterioration (PSD) applicability purposes. These issues arose
froma PSD pre-application package submtted to Region VI by Conoco Inc. of
West | ake, Loui si ana.

As was discussed in an August 17, 1989 conference call between Region
VI staff and nmenbers of the New Source Review Section, our response
provi des general guidance on the four basic netting questions raised in
your menorandum as opposed to a nore detailed response specific to the
Conoco application.

Question 1:

VWi ch of the foll owi ng approaches is correct for determning if a
cont enpor aneous net emi ssions increase has occurred at an existing major
sour ce?

A Not i ncl udi ng cont enporaneous emn ssions unl ess the project
em ssi ons exceed PSD significance levels for a pollutant.

B. Using a literal interpretation of the definition of "net
em ssions increase" as contained in 40 CFR 52.21(b)(3)(i) which
suggests that, even if the project's em ssions do not exceed the
PSD significance levels, a series of |ess than significant
changes woul d still be accumnul ated

Response

Al though the definition of "net emissions increase" could be
interpreted differently, the Environnental Protection Agency's (EPA s)
hi storic policy has been not to consider accunul ated emissions froma
series of small (i.e., less than significant) em ssions increases if the
em ssions increase fromthe proposed nodification to the source is,
standi ng al one without regard to any
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decreases, less than significant. In other words, the netting cal cul us



(the summati on of contenporaneous em ssions increases and decreases) i s not
triggered unless there will be a significant enissions increase associated
with the proposed nodification. This policy was discussed in detail in a
1983 EPA nenorandum (copy attached) titled "Net Em ssion |Increases Under
PSD." In Cctober 1988 the Policy and Guidance Section of the Stationary
Sour ce Conpliance Division (SSCD) sent a nmenorandum (copy attached) to
Region V restating the policy and indicating that it applied only to
applicability determ nati ons made under PSD and did not apply to

nonattai nment rules. The nmenorandum al so indicated that SSCD was
reconsidering the policy as it applies to PSD. W have, however, discussed
this matter with SSCD and understand that there are no plans to revise the

policy.

This office has reviewed the considerations (as discussed in the 1983
menor andum) which led to the policy and continue to find themto be
reasonabl e and appropriate. For exanple, it would not be sensible to
subject a small increase (e.g., 2 tons per year [tpy]) to a full PSD review
because of an unrelated 39 tons per year increase 3 years earlier. The PSD
reviews of such small em ssions could place a significant resource burden
on both applicants and revi ew agencies and would likely result in mninal
if any, emissions reductions or air quality benefits fromthe application
of BACT. Conse- quently, | reaffirmthat EPA's current policy is not to
aggregate less than significant increases at a major source when the
em ssions increase froma proposed nodification is |less than significant.

O course, attenpts by applicants to avoid PSD review by splitting a

nodi fication into two or nore minor nodifications constitutes circunvention
of the PSD requirements. Two or nore related mnor changes over a short
period of time should be studied for possible circunmvention.

Question 2:

Once PSD review is triggered for one pollutant, does the triggering
nmechani sm (i.e., as described in question 1) remain the sane for other
pollutants or is the net contenporaneous em ssions increase for these other
pol lutants conpared to the PSD significance levels? In other words, if PSD
reviewis triggered for one pollutant, is the source then required to
consi der all contenporaneous em ssions changes for the other pollutants
when determ ning applicability, even if new em ssions fromthe proposed
project will be less than significant?

Response

No. The criteria used to determine if a significant net em ssions
i ncrease has occurred froma proposed nodification at an existing nmajor
source are applied on a pollutant-by-pollutant basis.

For exanple, a mmjor source experienced insignificant increases of NOx
(30 tpy) and SO (15 tpy) 2 years ago, and a decrease of SO2 (50 tpy) 3
years ago. The source now proposes to add a new process unit with an
associ ated em ssions increase of 35 tpy NOx and 80 tpy SO2. For SO2, the
proposed 80 tpy increase fromthe nodification by itself (before any
netting) is significant,

so we then determ ne the contenporaneous net em ssions change, the

al gebrai ¢ sum of (-50)+(15)+(80), which equals +45 tpy. Therefore, the
proposed nodification is major and a PSD review for SO2 is required
However, the NOx increase fromthe proposed nodification is by itself |ess
than significant. Consequently, netting is not perforned for NOx even

t hough the nodification is major for SO2.

Question 3:

I's the approach of conparing new, allowable em ssions to old, actua
em ssions still appropriate for determ ning PSD applicability?

Response

Under the PSD regul ations, whether a physical change or change in the
net hod of operation at a source will result in a "net enissions increase”



requi res a conparison of the "actual emnm ssions" of the source before and
after the change. For an existing enm ssions unit at a source, "actua

em ssi ons" before the change equal the average rate in tons per year at
which the unit actually emtted the pollutant during the 2-year period (or
nore representa- tive period) which precedes the change [see 40 CFR
52.21(b)(21)(ii)]. \Where the change will affect the normal operations of
an existing em ssions unit (as in the case of a change which could result
in increased use of the unit), "actual emi ssions" after the change nust be
assunmed to be equal to "potential to emit."” The PSD regulations are quite
cl ear regardi ng such circunstances [40 CFR 52.21(b)(21)(iv)]:

For any emissions unit that has not yet begun nornal operations
on the particular date, actual em ssions shall equal the potentia
to emit of the unit on that date. (Enphasis added.)

VWere "al |l owabl e emi ssions" are the same as or less than the "potential to
emt" for an enmissions unit, "allowable em ssions" may be used to define
the "actual emnissions" of that unit after the change. Consequently, for
determ ning PSD applicability, the conparison of prior "actual" versus new
"potential" emissions (or "allowabl e" where appropriate) is the correct

nmet hodol ogy to use.

The conparison of prior "actual"™ to future "potential" em ssions is
made on a unit-by-unit basis for all em ssions units at the source that
will be affected by the change. It is done for the em ssions unit(s)
under goi ng the physical change or change in the nethod of operation and
al so for any other units at which nornmal operations could be affected by
the change at the source. This, for exanple, includes a review for
possi bl e em ssions increases at process-related em ssions units due to a
physi cal change which renoved a bottleneck at only one of the units.

Question 4:

VWhen determ ni ng cont enporaneous increases and decreases, are al
em ssions points at the source reviewed, or only those em ssions points
t hat

have had emni ssions changes incorporated into State pernmits in terns of
actual em ssions changes at the beginning and end of the contenporaneous
period to determ ne the contenporaneous em ssions changes?

Response

Generally all em ssions points at the source (including fugitive
em ssions where applicable) are reviewed for emi ssions changes, including
those points with emissions changes that have not been incorporated into
pernmits. The PSD regul ations at 40 CFR 52.21(b)(3)(i)(b) require that "any
ot her increases and decreases in actual emi ssions at the source that are
cont enpor aneous with the particul ar change and are otherw se creditable" be
included in the calculation of "net enmi ssions increase."” (Enphasis added.)

In regard to em ssions changes incorporated into permts, the
regul ations at 40 CFR 52.21(b)(3)(iii) provide that a contenporaneous
i ncrease or decrease (to the extent the decrease is federally enforceable)
is creditable only if the relevant reviewi ng authority has not relied on it
in issuing a PSD pernit for the source, and the permt is still in effect
when the increase in actual emissions fromthe particular change occurs. A
reviewi ng authority relies on an increase or decrease when, after taking
the increase or decrease into account, it concludes that the proposed
project would not cause or contribute to a violation of an increnent or
anmbi ent standard. In other words, an em ssions change at an emni ssions
poi nt which was considered in the i ssuance of a PSD permt for the source
is not available to be used in subsequent netting cal cul ations. For
exanpl e, an emi ssion change incorporated in a source's PSD pernit (State or
Federal ) woul d not be available to be used as a contenporaneous increase or
decrease in a subsequent netting cal cul ation.

On the other hand, where an enissions change was not relied upon in



issuing a PSD permit for the source, the regulations nmake no distinction
bet ween an emi ssions point with an eni ssions change incorporated into a
State pernmit and any other em ssions point at the source when defining an
ot herwi se creditabl e contenporaneous change. Consequently, except for

em ssi ons changes considered in issuing a PSD permt, all em ssions points
at the source are reviewed in terns of actual em ssions changes to

determ ne t he contenporaneous eni ssions changes at a source, including

t hose em ssions points that have not had eni ssions changes i ncorporated
into State permits. Although emnm ssions changes incorporated into State
pernmits do not affect which em ssions points nust be considered, conditions
in State permts (if federally enforceable) may be used to define an

em ssions unit's "allowabl e em ssions."

If you have any questions in regard to this matter, please contact
Davi d Sol onon of the New Source Review Section at FTS 629-5375.

Att achnent s

cc: NSR Contacts



