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Regulations of Connecticut State Agencies (R.C.S.A.) Section 22a-174-22a —
The Nitrogen Oxides (NO,) Budget Program

SUMMARY OF REGULATION

Section 22a-174-22a of the Regulations of Connecticut State Agencies (R.C.S.A.) establishes the
NO, Budget Program in Connecticut. The NO, Budget Program is a regionat, market-based,
cap-and-trade program to reduce emissions of nitrogen oxides (NO,) from large sources of NO, -
throughout the Ozone Transport Region (OTR).!

Through the Clean Air Act (CAA) Amendments of 1990, Congress established the Ozone
Transport Commission (OTC) to address the regional transport of ozone within the OTR, with
the states of the OTR as its members. Within several years of the passage of the 1990 CAA
amendments, the OTC member states recognized that overwhelming transport of air pollution
throughout the OTR would preclude the OTC members states from meeting the federal national
health-based standards for ozone, thus justifying a call for additional regional NQ, controls
beyond those mandated by the CAA. On September 24, 1994, the representatives of the OTC
member states, except Virginia, adopted a memorandum of understanding (MOU) committing
themselves to the development and proposal of regulations that would reduce NQ, emission across
the OTR beginning in 1999. The OTC developed a model rule for the NO, Budget Program to
implement the NO, emission reductions agreed to in the MOU.

The NO, Budget program reduces emissions annuaily from May through September by setting a
budget of OTR NO, emissions from budget sources. Budget sources are fossil-fuel-fired boilers
and indirect heat exchangers of 250 million Btu (MMBTU) or greater, and electric generating units
of 15 megawaits or greater. This category includes industrial, cogeneration, and utility units. In
addition, other sources may voluntarily participate.

The OTR budget is in units called “allowances,” which are the currency of the NO, Budget
Program. Each allowance represents one ton of NO,. The OTR budget is divided among the
OTC member states based on the historic NO, emissions of the budget sources within each state.
Although each state has a NO, budget, statewide NO, emissions are not capped. The critical
element of the NO, Budget Program is the transfer of allowances between sources throughout the
OTR. The OTR NO, budget beginning in 1999 is 219,055 tons. Connecticut’s NG, Budget for the
y€ars 1999 through 2002 is 5,866 tons, a reduction of 5,337 tons from 1990, and 1,732 tons from
1995.

By May 1 of each year, the NO, Budget Program allocates the state NO, budget to each of the
budget sources within a state. Each source complies with the NO, Budget Program by holding a
number of allowances at least equal to the number of tons of NO, it emits from May through
September. 1f the number of allowances allocated by the state is insufficient, a budget source
may buy allowances from other budget sources. Regardless of the number of allowances a
budget source holds, the budget source cannot emit NO, at levels that would violate other federal
or state limits. ~ L.

Section 22a-174-22a — The NO, Budget Program

Subsection (a), Definitions — defines the relevant terms used in the body of the regulation.

’

Subscetion (b), Applicability

Subdivision (1) states that the regulation wilt apply to the owner or operator of a budget
source on and after May 1, 1999, S

-

-y

' The OTR is comprised of Connecticut, Delaware, the District of Columbia, Maine, Maryland,
Massachusetts, New Hampshire, New Jersey, New York, Pennsylvania, Rhode Island, Vermont, and five northern
counties of Virginia.






Subdivision (2) outlines the procedure for the voluntary participation of non-budget
sources in the NO, Budget Program

Subdivision (3) provides that the NO, Budget program shall remain in effect in an area of
Connecticut redesignated as attainment for the National Ambient Air Quality Standard for ozone.

Subsection (c), The NO, Emission Budget

Subdivision (1) establishes the NO, emission budget for Connecticut as 5,866 tons from.
May through September for each year of the years 1999, 2000, 2001, and 2002.

Subdivision (2) provides that the commissioner shall increase the NO, emission budget to
accommodate non-budget sources that voluntarily participate in the NO, Budget Program
pursuant to Subdivision (b)(2). .

Subdivision (3) provides that the commissioner shall implement the NO, emission budget
through the allocation of allowances pursuant to subsection (d).

Subdivision (4) affirms that this regulation does not waive or make less stringent the
requirement to install and operate Reasonably Available Control Technology, as codified in
R.C.S.A. Section 22a-174-22.

Subsection (d), Annual Allowance Allocation

Subdivision (1) provides that the commissioner shall reserve or allocate allowances by
May I annually pursuant to the provisions of the following subdivisions. :

Subdivision (2) provides that the commissioner shall allocate up to 5,866 allowances for
each of the years 1999, 2000, 2001, and 2002.

Subdivision (3) provides that the commissioner shall establish the Connecticut State
Account to hold the Connecticut NO, emission budget and the Connecticut Retirement Account
to hold retired allowances with the U.S. Environmental Protection Agency.

Subdivision (4) provides that the commissioner shall, by May 1, reserve allowances in the
Connecticut State Account for industrial, cogeneration, new, and new utility units, and allocate to A
baseline utility units a number of allowances equal to the product of the applicable formula.

Subdivision (5) provides that the commissioner shall, after September 30 and before
Decembet 31 each year, allocate allowances to industrial, cogeneration, new, new utility, and
baseline utility units a number of allowances equal to the product of the applicable formula.

Subdivision (6) provides that budget sources that begin operation after the reservation and
allocation of allowances before May 1 must obtain allowances from other budget sources to
comply with the requirements of this regulation. } .-

Subdivision (7) states that a budget.source that ceases to operate after the initial
reservation and allocation of allowances shall receive allowances for each control period from
1999 through 2002, unless such sources subm}ts a request to the commissioner to reallocate such
allowances. ,

Subsection (e), Early Emission Reduction Credit

Subdivision (1) provides thadt-the owner or operator of a budget source may earn early
reduction credits by reducing NO, emissions from May 1 through September 30 in the years
1997 and 1998, and that such owner or operator may request that the commissioner convert such
early reduction credit to allowances.far use beginning in 1999.






Subdivision (2) establishes that in order for early reduction credit to be converted to
allowances, the emission reductions must be real, quantifiable, surplus, enforceable, and the
product of an emission rate lower than the most stringent of four listed emission rates.

Subdivision (3) provides that the calculation of early reduction credit shall presume a
capacity utilization equal to the lower if the budget source’s heat input in 1990, or the average
capacity utilization for two consecutive years preceding the application for the conversion of
early reduction credit to allowances.

Subdivision (4) provides that owner or operator of a budget source may suggest an
alternative consecutive two-year period, subject to approval by the commissioner.

Subdivision (5) outlines the requirements for early reduction credit for a budget source
that repowers.

Subdivision (6) provides that early reduction credit may be converted to allowances in
1999, and deposited in the compliance account 6f the budget source that generated the early
reduction credit.

Subsection (f), Allowance Use and Transfer

Subdivision (1) provides that an atlowance does not constitute any form of property, and
its reservation, allocation, deposit, and transfer is subject to relevant section of the Regulation of
the Connecticut State Agencies and the Connecticut General Statutes.

Subdivision (2) establishes that the owner or operator of a budget source shall comply
with this regulation by holding, by December 31, a number of allowances equal to or exceeding
the number of tons of NO, emitted by such budget source from May 1 through September 30.

Subdivision (3) provides that, except as provided by subdivision (f)(4), allowances cannot
be used to satisfy the requirements of any other permit, order, or applicable requirement.

Subdivision (4) pfovides that the commissioner may allow the owner or operator of a
budget source to use allowances to satisfy the Reasonably Available Controf Requirement for
NO, codified in R.C.S.A. Section 22a-174-22(e), in accordance with R.C.S.A. Section 22a-174-
22()).

Subdivision (5) states that emissions offsets must be obtained in accordance with ‘
R.C.5.A. Section 22a-174-3, and that allowances may not be simply used as offsets. However,
allowances may represent emission reductions implemented by the owner or operator of a budget
source and be used as offsets.

Subdivision (6) provides that if the owner or operator of a budget source transfers
allowances to a non-budget source for offsetting purposes, the allowances shall be deducted from
the compliance account of the budget source, unless the non-budget source opted into the NO,
Budget Program. S '

Subdivision (7) provides for the transfer of allowances to budget sources in other states
that have incorporated the NO, Budget Program into their State Implementation Plans. The
commissioner may restrict the use for compliance of allowances from any other state that does
not have an approved State Implementation incorporating a similar NO, Budget Program.

Subdivision (8) outlines the requirements to transfer allowances.

Subdivision (9) provides that the EPA Shall track allowances transfers between the
owners and operators of budget sources.

. . Bl 4 o
Subdivision (10) allows the owner or operator of a budget source to request the
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commissioner to allocate all or a portion of its allowance allocation to the owner or operator of
another budget source.

Subdivision (11) provides that the commissioner may request information regarding
allowance transfer and cost from the owners or operators of budget sources.

Subsection (g), Allowance Banking

Subdivision (1) provides that allowances not used for compliance may be banked for later
use in a compliance account,

Subdivision (2) provides that allowances not used for compliarice may be banked for later .
use in a general account.

Subdivision (3) provides that allowances not used for compliance and retained in a
compliance or general account shall be designated as banked allowances.

Subdivision (4) provides that the use of banked allowances across. the OTR may be
restricted should the number of banked allowances in the OTR exceed 10% of the OTR emission
budget.

Subsection (h), The NO, Allowance Tracking System
Subdivision (1) describes the NO, Allowance Tracking System (NATS), an electronic

database operated by the EPA for the purpose of tracking the use, transfer, and deposit of
allowances.

Subdivision (2) provides that each budget source shall have a compliance account
established in the NATS.

Subdivision (3) provides that budget sources at a common premise shall have an
* overdraft account established to hold allowances for use by such budget sources beyond their
respective compliance accounts.
Subdivision (4) provides that any person may establish a generat account in the NATS.
Subdivision (5) requires each owner of a compliance, general, and overdraft account to
designate an Authorized Account Representative (AAR). Each owner may also designate an

Alternate Authorized Account Representative (Alternate AAR).

Subdivision (6) requires the owner or operator of a compliance, general, and overdraft
account to designate such AAR or Alternate AAR using an “Account Certificate of Compliance.”

Subdivision (7) establishes the deadline for designating an AAR or Alternate AAR as the
later of July 1, 1998, or sixty days after the effective date of this regulation.

Subsection (i), Emissions Monitoring

Subdivision (1) outlines the monitoring requiiements of the owner or operator of a budget
source, o

Subdivision (2) outlines how the owner or operator of a budget source subject'to 40 Code
of Federal Regulations Part 75 shall demonstrate compliance with this regulation.
Subdivision (3) outlines how the owner or operator of a budget source not subject to 40
Code of Federal Regulations Part 75 shall demonstrate compliance with this regulation.
R i . .
Subdivision (4) provides that the owner or operator of a budget source not subject to 40
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Code of Federal Regulations Part 75 may use an alternative emissions monitoring method,
subject to the approval by the commissioner.

Subdivision (5) establishes how the owner of a budget source not subject to 40 Code of
Federal Regulations Part 75 shall calculate its NO, emission rate.

Subdivision (6) outlines how the owner or operator of a budget source without a flow
continuous emissions monitoring system shall determine hourly heat input rate.

Subdivision (7) establishes how the owner or operator of a budget source shall calculate
the hourly heat NO, emission rate in pounds per million BTU.

Subsection (j), Record Keeping

Subdivision (1) outlines the general requirement to make records of all measurements,
data, reports, and other information required by _\this regulation and other state law.

Subdivision (2) requires the owner or operator of a budget source to retain such records
for at least five years or longer if required by such budget source’s operating permit.

Subdivision (3) requires that such records be made available upon the request of the
commissioner.

Subsection (k), Reporting

Subdivision (1) outlines the requirements of the AAR or Alternate AAR of a budget
source to report to the EPA the operations information of such budget source on a quarterly
basis.

Subdivision (2) requires that the AAR or Alternate AAR submit with the quarterly reports
NO, emissions in pounds per hour ever hour from May through September, and cumulative
hourly and total NO, emissions data in pounds.

Subdivision (3) requires the AAR or Alternate AAR of a budget source subject to 40
Code of Federal Regulations Part 75 such data to the EPA with the reports required under 40
Code of Federal Regulations Part 75.

Subsection (f), Annual Reconciliation of Allowances

Subdivision (1) establishes that monitored emissions data reported to the EPA shall be
the basis of the determination of compliance with this regulation.

Subdivision (2) requires the AAR or Alternate AAR of a budget source to request,
between November 1 and December 31, that the EPA deduct a number of allowances from such
budget source’s compliance account a number of atlowances equat to the number of tons of NO,
emitted by such budget source from May 1 through September 30.

Subdivision (3) provides that, regardless of the request of the AAR or the Alternate AAR,
the EPA shall deduct a number of allowances from such budget source’s compliance account a
number of allowances equal to the number of tons of NO, emitted by such budget source from
May 1 through September 30.

Subdivision (4) provides if the number of allowances in a budget source’s compliance
account or overdraft account, the owney_or operator must obtain additional allowances so the
number of allowances in the.compliance or ovérdraft account equals or exceeds the number of
tons of NO, emitted by such budget source from May 1 through September 30.

Subdivision (5) provides that the owner or operator of a budget source fails to hold a
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number of allowances at least equal to the number of tons of NO, emitted by such budget source
from May 1 through September 30, such owner or operator shall be subject to enforcement
action.

Subsection {m), Compliance Certification

Subdivision (1) requires the AAR or the Alternate AAR of a budget source to annually
certify to the EPA that such budget source has complied with this regulation.

Subdivision (2) lists the required elements of the compliance certification.

Subdivision (3) provides that the commissioner shall have the right to verify compliance
with this regulation by whatever means necessary, including the means listed in this subdivision.

Subsection (n), Allowance Adjustments and Penalties

Subdivision (1) provides that if, by December 31, the number of aliowances in a budget
source’s compliance account is less than the number of tons of NO, emitted by such budget
source from May 1 through September 30, the commissioner shall deduct from such budget
source’s compliance or overdraft account the following year three allowances for every excess
ton of NO, emitted.

Subdivision (2) provides the formula for determining the number of days of violation,
should the number of allowances in a budget source’s compliance account be fess than the
number of tons of NO, emitted by such budget source from May 1 through September 30.

i

Subdivision (3) provides that each excess ton of NO, shall constitute a separate violation.
Subsection (0), Progiam Evaluation

Subdivision (1) provides that by May 1, 1999, the commissioner shall pfepare and make
available a report that documents the number of early reduction credits converted to allowances.

Subdivision (2) provides that the commissioner shall conduct an evaluation of the
implementation of this regulation beginning in 2002 and each year thereafter. The subdivision
list the required elements of the evaluation. ‘
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concerning
A

SUBJECT MATTER OF REGULATION
THE NITROGEN OXIDES (NOy) BUDGET PROGRAM

section 1

The Regulations of Connecticut State Agencies are amended by adding a
new section 22a-174-22a as follows:

{NEW)

22a-174-22a. The Nitrogen Oxides (NO,) Budget Program

(a) Definitions. For the purposes of this section:

(1) “Account” means the portion of the NO, Allowance Tracking
System (NATS} where allowances are held by a budget source in

a compliance account or an overdraft account, or by any person
in a general account.

“"Account number” means the identification number assigned by
the Administrator for an account in which allowances are held.

“Acquiring account” means the account of the party in an
allowance transfer that obtains allowances through whatever
means, including but not limited to purchase, trade, auction,
or gift. An acquiring account may be a compliance account, an
overdraft account, or a general account.

“"Administrator” means Administrator of the United States
Environmental Protection Agency or designee who administers
the NATS and the NO, Emissions Tracking System (NETS).

“"Allocation” means the fnitial deposit of allowances in the
compliance account of a budget source, as set forth in this
sectien.

“Allocation perlod" means the time perlod designated by the
commissioner for which an allowance is allocated.

F
“Allowance” means the limited authorization to emit one (1)
ton of NO, during a specified control period. All allowances
shall be allocated, transferred, or used as whole allowances.
To determine the number of whole allowances, the number of

e
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allowances shall be rounded down for decimals less than 0.5,
and rounded up for decimals of 0.5 or greater.

“"Allowance deduction’ means the withdrawal of allowances for-
permanent retirement by the Administrator from a compliance
account or overdraft account for purposes of annual
reconciliation, or from a general account for other deductions
not directly related to compliance.

“Allowance transfer” means the conveyance of one or more
allowances from an account to an acquiring account by whatever
means, including but not limited to purchase, trade, auction,
or gift.

“Allowance transfer deadline” means midnight of December 31 of
any calendar year, and is the deadline by which an allowance |
transfer request may be submitted to the Administrator to '
effect an allowance transfer to meet the requirements of this
section for the most recent control period.- An official U.S.
Postal Service postmark or electronic time stamp shall
establish the date of submittal.

“Alternative monitoring system” means any method approved by
the commissioner designed to provide direct or indirect data
of emissions in units of mass per time period, pollutant
concentrations, and/or volumetric flow.

“Authorized Account Representative” or “AAR” means the person
authorized to transfer and otherwise manage allowances and
certify reports to the NATS and the NETS on behalf of the
owner of a budget source or the owner of a general account.
Such owner may also authorize an Alternate AAR, who shall
transfer and otherwise manage allowances and certify reports
to the NATS and the NETS on behalf of such owner in place of
the AAR. The authorization of an AAR or an Alternate AAR

'shall be made in writing by such owner and submitted to the

commissioner.

“Banked allowance” means an allowance that is not used to
reconcile emissions in the designated year of allocation, but
is retained for use in a future control period and identified
as such in a compliance or general account.

“"Banking” means the retention, in a compliance or general
account, of unused allowances from one control period for use
in a future control period.

“Baseline” means the NO, emission inventory approved by the
Ozone Transport Commission on June 13, 1995, as the official
baseline emissiong_of May 1 through September 30, 1990.
“Baseline control period emissions,” for the purpose of an
owner or operator of a stationary source opting into this NO,
Budget Program, means a representative average of the actual
emissions of two (2} cohsecutive control periods within five
{5) years preceding the application to opt into this section.

“Baseline heat input,” for the purpose of an owner or operator
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of a stationary source opting into this NO, Budget Program,
means the heat derived from the combustion of fuel in such
stationary source during the emission of baseline control
period emissions. 1

“Baseline utility unit” means a fossil-fuel-fired combustion
unit that generates electricity at a rated output of fifteen
{15} megawatts or more that operated during the 1990 control
period. :

“Boiler” means a facility that combusts fossil fuel to produce
steam, or to heat water or any other heat transfer medium,

“Budget source” means:

{A) A baseline utility unit;
{B) A cogeneration unit;

{C) An industrial unit;

(D) A new unit;

{(E) A new utility unit; or
{F) An opt in unit.

"Clean Air Act” means the Clean Air Act as amended in 1990 (42
U.5.C. §§ 7401-7626).

“Cogeneration unit” means a fossil-fuel-fired combustion unit
that generates electricity at a rated output of fifteen (15)
megawatts or more by employing “cogeneration technology,” as
defined in section 16-1(a)(21) of the Connecticut General
Statutes,

“Commissioner” means the Commissioner of Environmental
Protection or his designee,

“Compliance account” means the account of a budget source in
the NATS that holds current -and fiture-year allowances useable
for a specific designated control period as indicated by each
allowance’s unique serial number.

“Continuous emissions monitoring system” or “CEMS” means the
equipment required by this section used to sample, analy:ze,

and measure NO, emissions to provide a permanent reécord of such
emissions expressed in pounds per MMBTU and in tons per day.
The following systems are component parts of a CEMS:

(A) Nitrogen oxides pellutant concentration monitor;
(B) Diluent gas monitor (oxygen or carbon dioxide);

{C) A data acquisitigp and handling system; and

(D) Flow monitoring systems {(where appropriate).

L
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“Control period” means the period from May 1 through September
30 of each calendar year.

“Current year” means the calendar year in which an action
occurs or for which an allocation is designated.

“"BEarly reduction credit” means a reduction of NO, emissions
below the most stringent NO, emission rate applicable to a
budget source, achieved during the control periods of 1997 or
1998 and approved by the commissioner.

“Emission budget” or “budget” means the maximum amount of NO,
emissions that budget sources in Connecticut may emit during a
given controel period, where such budget is determined by the
commissioner in accordance with the Ozone Transport Commission
Memorandum of Understanding dated September 27, 1994. The i
budget is exclusive of NO, emissions represented by allowances
acquired through interstate transfer pursuant to subdivision
(f) (8) of this section, banked from prior control periods
pursuant to subsection (g) of this section, and converted from
early reduction credit pursuant to subsection (e) of this
section.

“Enforceable,” for the purpose of quantifying early reduction
c¢redit, means retrospective approval by the commissioner.

“Excess emissions” means emissions of nitrogen oxides
discovered by the commissioner or reported by the owner or
operator of a budget source during the control period, rounded
to the nearest whole ton, which exceed the number of
allowances in the budget source’s NATS compliance account or
overdraft account as of the allowance transfer deadline of the
control period,

“Fossil fuel” means natural gas, petroleum, coal, or any form

-of solid, liquid or gaseous fuel derived wholly, or in part,

from such material.

“Fossil-fuel~-fired” means combustion of, or ability to
combust, fossil fuel,” any deérivative of fossil fuel alone, or
a combination of fuels, of which fossil fuel comprises fifty-
one percent (51%) or greater of the annual heat input,
measured 4in Btu.

“General account” means an account in the NATS that is not a
compliance account. ’

“Heat input” means heat derived from the combustion of fuel in
a budget source, exclusive of the heat derived from preheated
combustion air, recirculated flue gas, or exhaust from other
sources. hasts -

“Indirect heat exchanger” means combustion equipment in which
the flame or products of combustion are separated from any
contact with the Principal material in the process by metallic
or refractory walls, including, but not limited to, steam
boilers, wvaporizers, melting pots, heat exchangers, celumn
reboilers, fractioning column feed preheaters, reactor feed
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section 1

preheaters, fuel-fired reactors such as steam hydrocarbon
reformer heaters, and pyrolysis heaters.

“Industrial unit” means é fossil-fuel-fired boiler or indirect
heat exchanger with a maxifwum rated heat input capacity of 250
MMBTU/hr or more.

“Maximum heat input capacity” means the ability of a budget
source to combust a stated maximum amount of fuel on a 'steady-
state basis, as determined by the physical design and
characteristics of the facility. Maximum heat input capacity
is expressed in MMBTU per hour, which is the product of the
total gross caloric value of the fuel, expressed in Btu per
pound, multiplied by the maximum fuel feed rate in the
combustion device, expressed in mass of fuel/hour.

"New unit” means a cogeneration or industrial unit that began
operating after September 30, 1990.

“New utility unit” means a fossil-fuel-fired combustion unit
that generates electricity at a rated output of fifteen (15)
megawatts or more that began operating after September 30,
1990,

“"NO, Allowance Tracking System” or “NATS” means the electronic
record keeping and reporting system that records allowance
allocations, transfers, and deductions. In conjunction with
transfers, the system records the effective date of an
allowance transfer, the names and account numbers of the
originating and acquiring accounts, and the number of
allowances transferred and their serial numbers, and then
reports such information to AARs and states where the
originating and acquiring accounts reside.

"“NO, Emissions Tracking System” or “NETS” means the electronic
system used to track NO, emissions from budget sources.

“Non-Part 75 budget source” means a budget source not subject
to the requirements for NO, emissions monitoring under 40 CFR
Part 75. - .
“Opt in,” “opt into,” or “opting in” means to voluntarily
participate and agree to be subject to the requirements of
this sectioen.

“OTC MOU” means the Memorandum of Understanding dated
September 27, 1994, adopted by representatives of Connecticut,
Delaware, the District of Columbia, Maine, Maryland,
Massachusetts, New Hampshire, New Jersey, New York,
Pennsylvania, Rhode Island, and Vermont as members of the
Ozone Transport Commission. A copy of the OTC MOU will be
maintained at the offices -of the Department of Environmental
Protection.

“Overdraft account” mgans the account established in the NATS
for budget sources at a common premises that holds allowances
useable for compliance by each such budget source after all

the allowances in such budget source’s compliance account are
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deducted.

“Owner or operator” means any person who owns, operates,
controls, or supervises a budget source.

“Ozone Transport Region” or “OTR" means the states and
jurisdictions designated by section 184{a) of the Clean Air
Act.

“Quantifiable” means capable of being calculated on a reliable
and replicable basis for calculating the amount of an emission
reduction approved by the commissioner and the Administrator.

“"Real” means a reduction of actual emissions released into the
air, quantified retrospectively, net of any consequential
increase in actual emissions resulting from shifting demand. :

"Regional NO, budget” means the maximum amount of NO, emissions
that may be emitted by the budget sources in the OTR during a
given control period, in accordance with the OTC MQU.

“Replacement source” means a new combustion source or the heat
or power purchased from the owner of a new combustion source
that replaces a budget source, The replacement source must be
on the same or contiguous property as the budget source being
replaced and have a maximum heat output rate that is equal to
or greater than the maximum heat output rate of the budget
source being replaced. BAlternatively, the replacement source
may have a power output rate that is equal to or greater than
the power output rate of the budget source being replaced, and
incorporate technology capable of controlling multiple
combustion pollutants simultaneously, with greater fuel
efficiency and significantly greater waste reduction, relative
to the performance of technology in widespread commercial use

as of November 15, 1990.

“Repowering” or “repowers,” for the purpose of an early
reduction credit, means:

(A) “Qualifying repowering ﬁecﬁhblogy" as defined by 40 CFR
Part 72; or :

(B) The discontinued use of a budget scurce and its
replacement by either a new combustion source or the
purchase of heat or power from the owner of a new
combustion source, provided that:

(i) the replacement source is on the same or
contiguous property as the budget scurce being
replaced; and
the replacement source has a maximum heat output
rate that is equal to or greater than the maximum
hea;"gutpu; rate of the budget source being
replaced, or

the replacement source has a power output rate
that is equal to or greater than the power output
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rate of the budget source being replaced; and

(iv) the replacement source incorporates technology
capable of controlling multiple combustion
pollutants simultaneously, with greater fuel
efficiency and significantly greater waste
reduction, relative to the performance of
technology in widespread commercial use as of
November 15, 1990, :

"State implementation plan” or “SIP” means a plan required'by
section 110 of the Clean Air Act.

“Surplus” means an emission reduction that was not required by
any provision of the SIP at the time the reduction was made,
relied upon in an applicable attainment demonstration, or
required by state or federal permit or order. For the purpose
of early reduction credit, emission reductions are surplus if
emissions are below the emission limit established by this
section.

“"Transferee” means the person to whom an allowance is conveyed
through an allowance transfer.

“"Transferor” means the person who conveys an allowance through
an allowance transfer.

{b) Applicability.

(1)

(2)

As of May 1, 1999, this section shall apply to the owner or
operator of a budget source.

Any person who owns, operates, controls, or leases as a lessee
a stationary source, other than a budget source, may opt into
this section in accordance with the following manner:

(A) The owner or operator shall submit to the commissioner, on
forms prescribed by the commissioner, an application that
documents the baseline control period emissions of the
stationary source. The baseline control period emissions
of the stationary source shall not be greater than the
allowable emissions established for the stationary source
by permit or order. ‘The baseline control period emissions
of the stationary source shall be added to the NO, emission
budget for the state identified in subdivision (c) (1) of
this section before the allocation of allowances to the
owner or operator of the stationary source;

(B) Upon the commissioner’s approval of the application, the
stationary source shall be considered an opt in budget
source and shall_be subject to all terms and conditions of
this section; -

{(C) An allowance allocation shall be assigned to the opt in
budget source pupsuant. to subparagraph {(d) {5) (C) of this
section;

~

(D) The allocation of allowances to an opt in budget source
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shall net require adjustments to the allocation of
allowances to budget sources;

An opt in budget source’s federally enforceable coperating’
permit shall be modified to include the applicable
requirements of this section, authority to trade
allowances, and authority to emit NO, in accordance with
the allowances allocated or obtalned by the allowance
transfer deadline; and

The owner or operator of an opt in budget source who
subsequently ceases or curtails operations after opting in
shall be subject to an allowance adjustment equivalent to
the emissions reduced through the cessation or curtailment
of operations that emit NO,, rounded up or down to the
nearest whole ton. i

The owner or operator of an opt in budget source may opt
out of this section only if NO~emitting operations at the
opt in budget source have ceased and the allowance
adjustment of subparagraph (b} {(2)(F) of this section has
been made.

If the Administrator redesignates any area of Connecticut as
attainment of the national ambient air quality standard for
ozone pursuant to section 107 of the Clean Air Act, the owner
or operator of any budget source in that area shall remain
subject to this section,

(c) The NO, emission budgat.

(1) The state NO, emission budget is five thousand eight hundred
sixty-six (5,866) tons of NO, from all budget sources during
each control period, plus the baseline control period
emissions of any opt in industrial, cogeneration, or utility

“unit, for the years 1999 through and including 2002.

The commissioner shall modify the emission budget, established
in subdivision (c) (1) of this section, to include sources that
opt into the requlrements of this section pursuant to
subdivisien (b){(2) of this section. The commissioner shall
record and maintain any modification of the initial budget,
and annually submit any modification by January 31 to the
Administrator.

The commissioner shall ’implement the emission budget by
allocation of allowances, as described in subsection (d) of
this section.

Nothing in this section waives or makes less stringent any NO,
reduction requirement, -including Reasonably Available Control
Technology (RACT) for owners or operators of major sources of
NOQ,, or preconstruction review of new sources of NO,.

(d) Annual allowance allocation.

(1) The commissioner shall annually, by May 1, reserve or allocate
allowances in accordance with the provisions of this
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subsection.

For the 1999, 2000, 2001,.and 2002 control periods, the
commissioner shall allocate to the owners or operators of
budget sources up to 5,866'allowances. Nothing herein shall
require the commissioner to allocate all allowances.

The commissioner shall establish the following accounts in the
NATS: '

(A) The Connecticut State Account, to hold the state NO,
emissions budget allowances for allocation to the
compliance accounts of budget sources or to other
accounts; and

The Connecticut Retirement Account, to hold allowances
exacted for purposes other than compliance and permanently
retired.

(4) By May 1 of each of the years 1999, 2000, 2001, and 2002, the
commissioner, in the following manner and order, shall:

() Reserve in the Connecticut State Account for each
industrial unit and each cogeneration unit the number of
allowances equal to the product of the following equation:

(the lowest of [ER; gsaacr ©F ERg gsp Or ERpeqya] * HIR, joua X T) +
2,000

where: .,

ERg ospacr = 95% of the unit’s NO, RACT emission rate (in
1b/MMBTU of heat input)

ER; s5p = 95% of the unit’s permitted emission rate {in
1b/MMBTU of heat input)

ERpcryne. = 1f the unit operated in 1990, the unit’s actual
emission rate (in 1lb/MMBTU of heat input)
during the 1990 control period. If the unit
did not operate in 1990, the average actual
emission rate during two representative
consecutive control periods after 1990

110% of the unit’s average heat input (in
MMBTU/hr) from May 1 through September 30 of
the two prior years, unless the commissioner
determines that an alternative period is more
representative of operations

T 3,672 _hours

Reserve in the Connecticut State Account for each new unit
and each new utility unit the number of allowances equal
to the product of, the following equation:

(ER, x HIRu,y x T) + 2,000
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the unit's permitted emission rate (in lb/MMBTU
of heat input) '

the unit’s maximum heat input capac1ty (in
MMBTU/hr)

T 3,672 hours
Allocate to the compliance account of each baseline

utility unit the number of allowances equal to the product
of the following equation:

(A = Agg) x (HIy + HIpgpa)
where:
A 5,866 allowances

the number of allowances reserved for industrial,
cogeneration, new, and new utility units

the baseline utility unit’s heat input (in MMBTU)
during the 1990 contrecl period, as established in
the 1990 OTC NO, Baseline Emission Inventory

HI;sao = the total heat input (in MMBTU) of the baseline
utility units during the 1990 control period

After the end of the control period and before the allowance
transfer deadline of each of the years 1999, 2000, 2001, and
2002, the commissioner, in the following manner and order,
shall:

- {A) Allocate to the compliance account of each industrial and
cogeneration unit the number of allowances equal to the
product of the following calculation:

(the lowest of [ERO”mm or ‘BRy gsp ©F ERpcruan] * HIncruan)
2,000

where:

ERg gsmact = 95% of thé unit’s NO, RACT emission rate (in
1b/MMBTYU of heat input)

ERy osp = 95% of the unit’'s permitted emission rate {in
. lb/MMBTU of heat input)

ERpcryws. = if"the unit operated in 1990, the unit’s actual
emission rate (in 1b/MMBTU of heat input)
during the 1990 control period. If the unit
did not operate in 1990, the average actual
emi’ssion rate during two representative
consecutive control periods after 1990

the unit’s actual heat input (in MMBTU) during
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the preceding control period

Allocate to the compliance account of each new unit and
each new utility unit the number of allowances equal to
the product of the following calculation:

(ERg * HIpcrya) + 2,000
where:

ER, the unit’s permitted emission rate (in lb/MMBTU
of heat input)

HIaerp = the unit’s actual heat input {in MMBTU) during
the preceding control period

Allocate to the compliance account of each opt in unit the
number of allowances equal to the product of the following
calculation, subject to the limitation of subparagraph

{d) (5){C) (i) of this section:

(the lower of [ERg Or ER,] * HIpomea) + 2,000
where:

ERpse = the unit’s actual emission rate (in 1b/MMBTU)
during the baseline control period

ER, the unit’s permitted emission rate (in 1b/MMBTU)
during the preceding control period

HInyery, = the unit’s actual heat input (in MMBTU) during
the preceding control period

{i) the number of allowances allocated to an opt in
unit shall not exceed the product of the
following equation:

(the lower of [ERgg or ER,] x HIge) + 2,000

where:

ERgpee = the unit’s actual emission rate (in
. 1b/MMBTU)} during the baseline control
period

ER, theé unit’s permitted emission rate (in
1b/MMBTU) during the preceding control
period

HIgge = the unit’s heat input (in MMBTU) during
T the baseline control period

If the control period emissions ¢of an industrial,
cogeneration, new, or new utility unit exceeds the number
of allowances reserved for such unit as a result of
increased heat input, the commissioner shall:
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transfer to the compliance account of each such
unit, in addition to the number of allowances
reserved for such unit pursuant to subdivision
{d) (4) of this section, the number of unused
reserved allowances equal to the deficiency
between the number of allowances reserved for such
unit and such unit’s control period emissions,
provided the number of unused reserved allowances
equals or exceeds the total deficiency between
such units’ reserved allowances and their control
period emissions, or

transfer to the compliance account of each such
unit, in addition to the number of allowances
reserved for such unit pursuant to subdivision
(d) {4) of this section, the number of unused
reserved allowances equal to the product of the
following equation, rounded to the nearest whole
allowance, provided the number of unused reserved
allowances is less than the total deficiency
between such units’ reserved allowances and their
contrel period emissions:

(Dy * Drorar) * URAg,
where:

Dy the deficiency between an industrial,
cogeneration, new, and new utility unit’'s
actual control period emissions and its
allowances reserved as set forth in
subdivision {d) (4) of this section

the total deficiency between the actual
control period emissions and the
allowances reserved of the industrial,
cogeneration, new, and new utility units
whose actual control period emissions
exceed their allowances reserved as set
forth ih sudbdivision (d) (4) of this
section.

URAp = the total number of unused reserved
allowances

(E}) If, duriﬁg any calendar year:

(1) the total number of allowances reserved for
industrial, cogeneration, new, and new utility
units is greater than the total number of
allowances .allocated to industrial, cogeneration,
new, and new utility units after the control
period, or

the tdtal baseline control period emissions of opt
in units are greater than the number of allowances
allocated to opt in units,
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the commissioner shall mark the total difference as unused
reserved allowances and allocate such allowances to
baseline utility units after the end of the control
period, but before the allowance transfer deadline,
pursuant to the following formula:

URAgpamoer % (HXy + HIgzopag)
where:

URAjpuamoer = the number of unused reserved allowances
‘ remaining after the distribution of allowances
pursuant to subparagraph (d) (5) (D), if any

HI, the baseline utility unit’s heat input (in
MMBTU) during the 1990 control period, as
established in the 1990 OTC NOx Baseline
Emission Inventory

the total heat input {(in MMBTU) of the
baseline utility units during the 1990 control’
period

If, after the distribution of unused reserved allowances
in subparagraph (d) (5) (D) of this section, the control
period emissions of an industrial, cogeneration, new, or
new utility unit exceed the number of allowances held in
such unit’s compliance account, the owner or operator
such unit shall acquire sufficient allowances to make up
the deficiency by the allowance transfer deadline.

A budget source that begins operation after the initial
reservation and allocation of allowances for a control period
shall obtain by the allowance transfer deadline a number of
allowances equal to or exceeding the total tons of NO, emitted
from such budget source during that control period.

Allowances may be obtained from existing budget sources.

A budget source that ceases to operate after the initial
reservation and allocation of allowances will continue to
receive allowances for each control period from 1999 through
2002, unless a request to reallocate allowances has been filed
pursuant to subdivision (£f){11) of this section.

(e) Early emission reductions credit.

(1) The owner or operator of ény budget. source that reduces NO,
emissions from May 1 through September 30 in the years 1997 or
1998 may request, in accordance with subdivision (e) (6) of
this section, that the commissioner approve such early
emission redlctions.in accordance with the provisions of
subdivision (e) (2} of this section and convert such early
emission reductions to allowances for use beginning in 1999.

The commissioner may .approve early emission reducticns for use
as allowances if such reductions are real, quantifiable,

surplus, and enforceable, and if the early emission reductions
are based on a NO, emission rate that is the most stringent of:
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The level of control required by the OTC MOU;

The permitted allowable emissions of the budget source,
unless the budget source is a replacement source for
repowering, whereupon the level of control required by the
OTC MOU supersedes the permitted allowable emissions;

The actual emissions of the budget source during the 1990
control period; and

The average actual emissions of the budget source during
two (2) consecutive and representative control periods
within the first five (5) years of operation, if the
budget source commenced operation after 1990.

The amount of early reduction credit shall presume a capacity
utilization (in MMBTU of heat input) equal to the lower of the
capacity utilization of the budget source for 1990 or the
average capacity utilization of the budget source for the two
(2) consecutive calendar years preceding the application,
adjusted for any reduced capacity utilization that resulted
from shutdown or curtailment of operations.

If the budget source demonstrates to the satisfaction of the
commissioner that two (2) alternative consecutive control
periods within the five (5) years immediately preceding the
early reduction credit request are more representative of
normal operations, the amount of early reduction credit shall
presume the capacity utilization of the two (2) alternative
consecutive contrel periods.

A budget source that repowers is eligible for early reduction
credit provided that, in addition to the other reguirements
set forth in this subsection, the permit for construction of
the replacement source 1s issued on or after May 1, 19%6, and

- the budget source being replaced ceases operation in 1997 or
1998.

Early reduction credit generated by a budget source will be
eligible for a one-time conv¥ersion to allowances in 1999,
After conversion, the. allowances will be deposited in the
compliance account of the budget source that generated the
early reduction credit.

Allowance use and transfer. ~
'

(1} An allowance shall not constitute a security or other form of
property. An allowance reserved, allocated, banked, or traded
is reserved, allocated, banked, or traded subject to all
applicable legal requirements and limitations including, but
not limited to, tHe requirements of this section, the emission
budget set forth in subsection (c) of this section, the
allowance allocation procedure set forth in subsection (d) of
this section, the allowance penalties identified in subsection
{n) of this sectioh, and sections 22a-1, 22a-5, 22a-174, and
22a-174¢ of the Connecticut General Statutes.

For compliance with this section, the owner or operator of a
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budget source shall, by the allowance transfer deadline of
each calendar year, either hold a quantity of allowances in
the budget source’s compliance account or overdraft account
that equals or exceeds the total tons of NO, emitted from that
budget source during the mbst recent control period, or submit
a valid allowance transfer request to the Administrator that
will transfer allowances sufficient to meet this requirement
into the compliance account.

Except as provided in subdivision (f) (4} of this section,
allowances cannot be used to meet or exceed the limitations of
any permit, order, or other applicable requirement.

The commissioner, by order or permit, may allow the owner or
operator of a budget source to use allowances beyond those
otherwise required by this section to comply with subsection
{e) of section 22a-174-22 of the Regulations of Connecticut
State Agencies pursuant to the provisions of subsection {j) of
section 22a-174-22 of the Regulations of Connecticut State
Agencies. Each allowance used for compliance with subsection
(e) of section 22-174-22 of the Regulations of Connecticut
State Agencies shall be equivalent to one early reduction
credit and shall be deducted from the compliance account of
the budget sources upon such use.

Emission offsets required by the Regulations of Connecticut
State Agencies for new or modified major stationary sources of
NO, must be obtained in accordance with section 22a-174-~3 of
the Regulations of Connecticut State Agencies, and are subject
to the offset requirements of section 173 of the Clean Air
Act. Allowances under this section may not be used as
offsets. However, if the owner or operator of a budget
source:

(A) Reduces its emissions such that not all allowances are
used, and

(B} Where the unused allowances represent real reductions in
actual annual emissions,

these unused allowances may be approvable for use as offsets
under the Regulations of Connecticut State Agencies. In no
instance may emission reductions be used to simultaneously
satisfy both the requirements of this section and the offset
requirements set forth in section 22a-174-3 of the Regulations
of Connecticut State Agencies. Upon the approval of unused
allowances for use as offSets, the commissioner shall adjust
the emission budget commensurate with the number of unused
allowances approved for use as offsets.

If an owner or operator of a budget source transfers such
emission reductions as offsets to sources of NO, not subject to
a program established in accordance with the OTC MOU and
contained in an approved SIP, the allowances representing the
emissions reductions_;hal{,be deducted from its compliance
account in an amount equivalent to the emission reductions
transferred off-budget. This subdivision is inapplicable if
the source receiving offsets opted into a program established
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in accordance with the OTC MOU and ccntained in an approved
SIP before its construction approval was granted,

Allowances allocated pursuant to this section may be traded to
the holders of allowances in other states under a program
established in accordance with the QTC MOU and which program
is contained in an approved S$IP., The owner or operator of a
budget source in Connecticut may acquire allowances from the
holders of allowances in other states, however, the
commissioner has discretion whether to permit the use for
compliance of allowances acquired from the holders of

allowances in states with a submitted, but as yet unapproved,
SIP. -

To complete an allowance transfer:
i
(A) The transferor shall document the transfer request in
paper or electronic form as directed by the Administrator.
The transferor shall provide to the Administrator, at a
minimum, the following information:

(1) the account numbers of the transferor’s and
transferee’s accounts,

(ii) the names and addresses of the owners of the
originating and acquiring accounts, and

(iii) the serial number of each allowance being
transferred.

The transferor and transferee shall authorize and certify
each allowance that is the subject of the transfer
request., The transferor and the transferee shall
personally examine the transfer request and authorization
to transfer and be familiar with the information contained
therein and ceontained in all attachments, and make inquiry
of those individuals responsible for obtaining the
information to ensure the information is true, accurate,
and complete. The submission of false information may
subject the transferor and/or transferee to significant
penalties, including fines and imprisonment pursuant to
section 22a-175 of the Connecticut General Statutes and
section 22a-6 under section 53a-157 of the Connecticut
General Statutes. The request for transfer shall include
the following signed “statement of certification:
/

I am authorized to make this submission on

behalf of the owners or operators of the

budget source or on behalf of the parties

holding allowances in a general account. I

hereby“tertify under penalty of law, that I

have personally examined the foregoing and

am familiar with the information contained

in this document and all attachments, and

that based on my inquiry of those

individuals immediately responsible for

obtaining the information, I believe the

information is true, accurate and complete.
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I am aware that there are significant
penalties for submitting false information,
including possible fines and imprisonment.

{C) The transfer is complete when the Administrator verifies
that:

each allowance listed in the transfer request is
held by the transferor in an account at the time
the transfer is to be recorded;

the proposed transferee has an account in the
NATS; and

{iii)} the transferor and transferee filed the transfer
request.

Allowance transfers determined to be valid through
verification by the Administrator shall be recorded in the
NATS by deducting the allowances from the originating account
and adding them to the acquiring account.

If the owner or operator of a budget source determines that
some or all allowances to be allocated to the compliance
account of such budget source should be transferred to the
owner or operator of another budget source for the remainder
of the current allccation period, the AAR or Alternate AAR of
the originating account shall submit a request for transfer to
the Administrator. This request shall conform to the
specifications of subdivision (f) (8) of this section, and
shall be submitted to the commissioner with a letter
requesting that future allowance allocations for the remainder
of the allocation period be made directly to the acquiring
account.

The commissioner may request from the owner or operator of a
budget source information regarding transaction cost and
allowance price. Such owner or operator shall provide such
information upon the commissioner’s request.

~ " -

{(g) Allowance banking.

{1) Unused allowances may be retained in a compliance account or
overdraft account from one year te a future vear.

(2) Unused allowances may be retained in a general account from
one year to a future year.

(3) Unless otherwise provided by subdivision (g) (4) of this
section, allowances unused as of the allowance transfer
deadline shall be retained in the compliance or general
account and designated as banked allowances.

Use of banked allowances.
- .
(A) The total number of banked allowances in the OTR, as

determined by the Administrator before May 1, 1999, and
annually thereafter, shall be used to determine the number






R-39 REV. 1/77

. Page 18 of 31 pages
STATE OF CONNECTICUT
REGULATION
OF
HAME OF AGENCY
DEPARTMENT OF ENVIRONMENTAL PROTECTION .

neclion 1

of banked allowances available for use in the current
year.

(B) If the total number of banked allowances in the OTR is
less than or equal to ten percent (10%) of the OTR NO,
budget for the current year control period, all banked
allowances may be used in the current year on a one-for-
one basis.

(C) If the total number of banked allowances in the OTR
exceeds ten percent (10%) of the OTR NO, budget for the
current year control period, in accordance with

. subparagraph (g) (4) (D) of this section the following
ratio, as computed by the Administrator, shall determine
the number of banked allowances that shall be used on a
one-for-one basis and the number of allowances that shall
be used on a two-for-one basis in the current year control
period:

(0.1 x Bgre) + Agaugen

where:

Borc = the regional NO, budget of the current year
control pericd

Bpmkee = the total number of banked allowances in the OTR

(D} The product of the ratio calculated in subparagraph
(g) (4} {(C) of this section shall be applied to the banked
allowances in each account to yield the number of banked
allowances in the account that may be used in the current
year control period on a one~for-one basis. BAllowances in
excess of this number shall be used on a two-for-one
basis.

{(h) The NO, Allowance Tracking System.

. (1) The NO, Allowance Tracking System (NATS) is an electronic
database for record keepingtland reporting for all allowances
used, transferred, and banked pursuant to this section. The
NATS shall track: - '

(A) The compliance account established for each budget source;
(B) The allowances alldcated to each budget source;
(C) The allowances deducted from the compliance account or

overdraft account of each budget source to cover control
period emissigns of NO,;

.

{D) The general accounts opened by persons;
(E) The allowanceszhelq,in each account; and
(F) Allowance transfers.

{2) Each budget source shall have a compliance account with a
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unique account number provided. For each compliance account,
the following information shall be recorded and maintained:

(A) The name of the account owner;

(B) The name, mailing addréss, and telephone number of the AAR
and Alternate AAR; and

{C) The staté where the associated budget source is sited.

Budget sources at a common premises shall have an overdraft
account with a unique account number provided by the
Administrateor. FEach budget source at such common premises may
hold allowances in the overdraft account and use the
allowances for compliance after all allowances in the budget
source’s compliance account have been deducted. Allowances
held in the overdraft account will be withdrawn, as needed, by
the Administrator in order of budget source number at the
common premises. For each overdraft account, the following
information shall be recorded and maintained by the
Administrator:

(A) The name of the account owner;

{B) The name, mailing address, and telephone number of the AAR
and Alternate AAR; and

(C) The state where the common premises is sited.

Any person may establish a general account in the NATS. Each
general account shall have a unigque account number assigned.
For each general account, the following information shall be
recorded and maintained:

{A) The name of the account owner; and

(B) The name, mailing address, and telephone number of the AAR
and Alternate AAR.

Each owner of a compliange, overdraft, or general account
shall designate one AAR and may designate one ARlternate AAR to
represent the owner. The AAR shall be responsible for all
transactions and reports submitted to the Administrator, and
for the transfer' of allowances in a compliance account,
overdraft account, or general account. The Alternate AAR
shall have the same authority as the AAR, but the AAR shall
receive all correspondenceé from the Administrator.

The AAR shall be designated as such by the owner. Such
designation shall become effective upon the Administrator’s
receipt of a signed form entitled “Account Certificate of
Representation” and recording of the information therein in
the NATS. The account certificate of representation shall
contain, at a minimum, the following:

(A) Identification of the budget source by plant name, state,
and Office Regulatory Information System (ORIS) code
number for which the Account Certificate of Representation
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is submitted;

(B) The name, address, telephone and facsimile numbers, e-mail
address (if available), and AAR identification number (if
known) of the AAR and the Alternate AAR;

(C) The names of all owners and operators of the budget
source;

(D) A statement signed by the AAR or Alternate AAR stating: “I
certify that I, [name), was selected as the Authorized
‘Account Representative or Alternate Authorized Account

. Representative, as applicable, by an agreement binding on
the owners and operators of the budget source(s) legally
designated as [plant name]”; and

- \

(7) The owner of a compliance account shall designate the AAR and
Alternate AAR, as desired, not later than July 1, 1998, or sixty
(60) days after the effective date of this section. A&After such
designation, the owner of a compliance or general account may
replace the AAR or Alternate AAR by submitting a new, signed
Account Certificate of Representation. For the owner of a
budget source entering the NQ, Budget Program after the
effective date of this section, the information specified in
subdivision (h) (6) of this section shall be submitted to the
commissioner at the time the budget source becomes subject to
this section, or a request is made to opt into the program set
forth in this section. Any change of AAR or Alternate ARR and
the naming of the AAR and Alternate AAR shall be confirmed after
the redesignation is recorded in the NATS.

(i) Emissions monitoring.
(1) The owner or operator of each budget source shall:

* (A) Monitor NO, emissions from each budget scource in accordance
with this subsection and Guidance for Implementation of

Emission Monitoring Requirements for the NO, Budget Program
. {Ozone Transport Commission, Washington, D.C., January 28,
1997); S

(B) Except as provided in subparagraph {i) (1) (B) (i) of this
section, submit to the commissioner, not later than July
1, 1998, or sixty (6Q) days after the effective date of
this section, a monitoring plan in accordance with this
subsection and Guidance for Implementation of Emission
Monitoring Requirements for the NO, Budget Program {(Ozone '
‘ Transport Commission, Washington, D.C., January 28, 1997). EXE
- The monitoring plan, at a minimum, shall include a
description of the monitoring system or systems to be used
at the budget source,

(i) the owner or operator of a budget source that
commences operation after the effective date of
this section shall submit a monitoring plan in
accordance with this subsection and Guidance for
Implementation of Emission Monitoring Regquirements
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for the NO, Budget Program (Ozone Transport
Commission, Washington, D.C., January 28, 1997)
within ninety (90) days after such budget source
commences opera?ion.

Except as provided in subparagraph (i) (1) (C) (i) of this
section, install, operate, and certify a monitoring system
or systems as required by this section no later than March
31, 1999, Certification testing must be in accordance
with the requirements specified in Guidance for
Implementation of Emission Monitoring Requirements for the
NO, Budget Program (Ozone Transport Commission, Washington,
D.C., January 28, 1997),

(i) the owner or operator of a budget source that
commences operation after the effective date of
this section shall install, operate, and certify a
monitoring system(s) as required by this section
not later than April 30 of the year following the
date of the commencement of operations, or one
hundred eighty (180) days after commencement of
operations. Certification testing must be in
accordance with the requirements specified in
Guidance for Implementation of Emission Monitoring
Requirements for the NO, Budget Program (Ozone
Transport Commission, Washington, D.C., January 28,
1997),

Perform initial testing and periodic calibration, accuracy
testing, and quality assurance/quality control testing of
all monitoring systems for each budget source as specified
in Guidance for Implementation of Emission Monitoring
Requirements for the NO, Budget Program (Ozone Transport
Commission, Washington, D.C., January 28, 1997), subject
to the following requirements:

(i) the owner or operator of a budget source shall

: notify the commissioner in writing prior to
conducting any certification or gquality
assurance/quality control testing. A budget
source subject to 40 CFR Part 75 must comply with
the notification requirements in 40 CFR Part 75,
Subpart G. A Non-Part 75 budget source shall
notify the commissioner at least thirty (30) days
prior to conducting any tests, and

(ii) any such testing shall be conducted in accordance
with a test protocol approved by the commissioner;

Replace any missing or invalid data with representative
default data in-accordance with the missing data
provisions of Guidance for Implementation of Emission
Monitoring Reguirements for the NO, Budget Program (Ozone
Transport Commission, Washington, D.C., January 28, 19%97);
and c -

Report NO, emissions data to the Administrator in
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accordance with subsection (j) of this section.

The owner or operater of a budget source subject to 40 CFR
Part 75 shall demonstrate compliance with this secticon with a’
certified 40 CFR Part 75 monitoring system and the following
procedures, as applicable:

(A) If such owner or operator has installed a flow monitor
certified under 40 CFR Part 7%, NO, emissions in pounds per
hour shall be determined using a NO, CEMS and the flow
monitor. NO, in pounds per MMBTU shall be determined by
using the procedure in 40 CFR Part 75, Appendix F, Section
3. The heat input in MMBTU per hour shall be determined
by using the procedures in 40 CFR Part 75, Appendix F,
Section 5. NO, emissions in pounds per hour shall be
determined by multiplying NO, in pounds per MMBTU by the |
heat input in MMBTU per hour;

If such owner or operator has not installed a certified
flow monitor, but has installed a NO, CEMS, then such owner
or operator shall determine NO, emissions in pounds per
hour using the NO, CEMS and hourly heat input. NO, in
pounds per MMBTU shall be determined by using the
procedure in 40 CFR Part 75, Appendix F, Section 3. The
hourly heat input in MMBTU per hour shall be determined by
using the procedures in 40 CFR Part 75, Appendix D. NO,
emissions in pounds per hour shall be determined by
multiplying NO, in pounds per MMBTU by the heat input in
MMBTU per hour;

If such owner or operator uses the procedures in 40 CFR
Part 75, Appendix E, then NO, emissions in pounds per hour
shall be determined by using the Appendix E NO, correlation
curve and the budget source’s hourly heat input. NO, in
pounds per MMBTU shall be determined by using the
procedure in 40 CFR Part 75, Appendix E. The hourly heat
input in MMBTU per hour shall be determined by using the
procedures in 40 CFR Part 75, Appendix D. NO, emissions in
pounds per hour shall be determined by multiplying NO, in
pounds per MMBTU by thetheat input in MMBTU per hour; and

I1f such owner or operator uses the procedures in 40 CFR
Part 75, Subpart E to determine the NO, emission rate, then
NO, emissions in pounds per hour shall be determined using
the alternative monitoring method approved under 40 CFR
Part 75, Subpart E’and the procedures contained in
Guidance for Implementation of Emission Meonitoring
Requirements for the NO, Budget Program {(Ozone Transport
Commission, Washington, D.C., January 28, 1997}.

S

owner or operator of a Non-Part 75 budget source shall:
Prepare and obtain approval of a monitoring plan as
specified in, spbdivision (i) (4) and subparagraph (i) (1) (B)

of this section;

Determine the NO, emission rate using a methodeology
specified in subdivision (i) (5) of this secticon;
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Determine the heat input rate using the methodology
described in subdivision (i) (6) of this section; and

Convert the NO, emission rate and heat input rate to NO,
emissions in pounds per hour using the procedure described
in subdivision (i} (7) of this section.

The owner or-operator of a Non-Part 75 budget source who wants
to use an alternative monitoring method shall not commence
construction or testing of any alternative monitoring system
before the commissioner approves an alternative monitoring
plan. Such owner or operator shall submit an alternative
monitoring plan not later than July 1, 1998, or sixty (60)
days after the effective date of this section. An approvable
alternative monitoring plan, at a minimum, shall contain the
following, as appropriate:

(A) A description of the proposed monitoring system, including
the manufacturer, the serial number of each component, the
measurement ranges and the span of each component, and
documentation to demonstrate that the measurement range of:
each component is appropriate for measuring all expected
values. This requirement applies to all monitoring
systems proposed under this subdivision, including CEMS,
that have not been certified pursuant to 40 CFR Part 75;

An estimate of the accuracy of the monitoring system and
documentation of how the estimate of accuracy was
determined;

A description of the tests to be performed for initial
certification of the monitoring system, initial quality
assurance, periodic quality assurance, and relative
accuracy, meeting all the requirements contained in
Guidance for Implementation of Emission Monitoring
Regquirements for the NO, Budget Program {(Ozone Transport
Commission, Washington, D.C., January 28, 1%97); and

The following additiconal information:

(i) if the alternative monitoring method of
determining heat input involves boiler efficiency
tesqing, a description of the test used to
determine boiler efficiency,

if the alternative monitoring method uses fuel
sampling, a description of the test to be used in
the fuel sampling program,

if the alternative monitoring method uses a
default-amission rate or unit-specific emission
factor, as specified in subparagraph (i) {(5) (D) of
this section, the monitoring plan shall include:

(aa) all Information necessary to support the
emission rate, including historical monitoring
data and historical fuel usage data. If the
source plans to conduct emission testing to






R-39 REV. 1/77

Page 24 of 31 pages

'STATE OF CONNECTICUT

REGULATION
OF

KAME OF AGENCY
DEPARTMENT OF ENVIRONMENTAL PROTECTION

vection 1

determine the emission rate, the plan shall
include a test protocol explaining the testing
to be conducted,

procedures to demonstrate that any control
equipment operating during the testing to
develop source-specific emission factors or
during the development of load-based emissions
curves, is in use when those emission factors
or emissions curves are applied to estimate
NO, emissions, and

alternative uncontrolled emission rates to be
used to estimate NO, emissions during periods
when control equipment is incperable or

unused, [

if the alternative monitoring method uses a fuel
flow meter that is not certified pursuant to 40 CFR
Part 75 to determine heat input, the monitoring
plan shall include a description of all components
of the fuel flow meter, the manufacturer’s original
accuracy specifications of the fuel flow meter, the
estimated current accuracy of the fuel flow meter,
and the most recent calibration of each component.

The owner or operater of a Non-Part 75 budget source shall
determine the NO, emission rate, expressed in MMBTU, by using
one of the following methods:

(A) Monitor NO, emissions in accordance with 40 CFR Part 75;

{(B) If such owner or operator is required to install and
operate a NO, CEMS under 40 CFR Part 60, or in accordance
with state permit or order, then that NO, CEMS shall be
used to meet the monitoring requirements of this
subsection. All 40 CFR Part 60 monitors used for this
purpose shall meet the quality assurance criteria
described in Guidince for Implementation of Emission
Monitoring Requirements‘for the NO, Budget Program (Ozone
Transport Commission, Washington, D.C., January 28, 1997).
If a 40 CFR Part 60 CEMS cannot be used to report data for
this section because such CEMS fails to meet the
requirements of Guidapce for Implementation of Emission
Monitoring Requirements for the NO, Budget Program (Ozone
Transport Commission, Washington, D.C., January 28, 1997),
missing data shall be substituted using the procedures in
Guidance for Implementation of Emission Monitoring
Regquirements for the NO, Budget Program (Ozone Transport
Commission, Washington, D.C., January 28, 1997). A CEMS
not initially certified under 4¢ CFR Part 75 shall meet
the initial certification requirements contained in
Guidance for Implementation of Emission Monitoring
Requirements- fer the NO, Budget Program (Ozone Transport
Commission, Washington, D.C., January 28, 1997};

(C) If the budget source is a boiler or turbine, the
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procedures contained in 40 CFR Part 75, Appendix E,
consistent with the provisions of Guidance for
Implementation of Emission Monitoring Requirements for the
NO, Budget Program (Ozone Transport Commission, Washington,
D.C., January 28, 1997);

If such owner or operator does not determine the NO,
emission.rate using the methods listed in subparagraphs
(i) (S) (R), (i) (5)(B), or (i) (5)(C) of this section, such
owner or operator shall request the approval of the
commissioner to use any of the following methodologies, as
appropriate, to determine the NO, emission rate:

(i) for a combustion turbine, the default emission
factors to determine the NO, emission rate in
pounds per hour, as follows:

(aa) for a gas-fired turbine, the default emission
factor shall be 0.7 lb/MMBTU,

(bb) for an oil-fired turbine, the default emission
factor shall be 1.2 1b/MMBTU,

(cc) for a gas- or oil-fired turbine, a unit-
specific default factor equal to the maximum
potential NO, emission rate as determined
through testing conducted in accordance with a
proteocol approved by the commissioner, and

{(ii) for a boiler, the default emission factors to
determine the NO, emission rate in pounds per
hour, as follows:

(aa) for a gas-fired boiler, the default emission
factor shall be 1.5 1b/MMBTU or a unit-
specific default factor equal to the maximum
potential NO, emission rate as determined
through testing conducted in accordance with a
protocol approved by the commissioner.
for an oil-fired boiler, the default emission
factor shall be 2.0 1b/MMBTU or a unit-
specific-default factor equal to the maximum
‘potential NO, emission rate as determined
through testing conducted in accordance with a
protocol approved by the commissioner.

The owner or operator of a budget source without a flow CEMS
shall request approval from the commissioner, on forms
prescribed by the commissioner, to use any of the following
methodologies to determine the hourly heat input rate:

(A) A flow monitor and a diluent monitor meeting the
requirements of 40 CFR Part 75 and the procedures in 40
CFR Part 75, Appsndix .F, Section 5;

(B) For a budget source that combusts only o0il or natural gas,
a fuel flow monitor meeting the requirements of 40 CFR
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Part 75, Appendix D and the procedures of 40 CFR Part 79,
Appendix F, Section 5;

(C}) For a budget source that combusts only oil or natural gas
and measures fuel on a frequency other than hourly, the
owner or operator must report fuel usage on an hourly
basis by apportioning the fuel based on electrical load in
accordance with the following formula:

FU, = (ELy + ELgoran) * FUrora

where:

FU, = Hourly fuel usage

EL, = Hourly electrical load i
ELyoar = Total electrical load

FUrgraa = Total fuel usage

(D) For a budget source that combusts any fuel other than oil
or natural gas, one of the following alternative methods
of determining heat input, as approved by the
commissioner:

(i) conducting fuel sampling and analysis, and
monitoring fuel usage,

(1i) using boiler efficiency curves and other monitored
information, such as boiler steam cutput, and

(iii) any other methods approved by the commissioner
that meet the requirements of Guidance for
Implementation of Emission Monitoring Requirements
for the NOQ, Budget Program (Ozone Transport
Commission, Washington,.D.C., January 28, 1597).

(E) The alternative methods for determining heat input are
subject to initial and periodic relative accuracy, and
gquality assurance testing requirements as prescribed by
Guidance for Implementation of Emission Monitoring
Requirements for the NO, Budget Program (Ozone Transport
Commission, Washington, D.C., January 28, 1997).

{1 The hourly NO, emission rate in pounds per MMBTU, as determined
in accordance with subdivision (i) (53) of this section, and
hourly heat input rate in MMBTU per hour, as determined in
accordance with subdivision (i) (6) of this section, shall be
multiplied to determine the NO, emission rate in pounds per
hour. The owner or opetator of a budget source shall report
this figure to the Administrator pursuant to subsection (1) of
this section.

-2
(3) Record keeping.

(1) The owner or operator 0f a budget socurce shall make records of
all measurements, data, reports, and other informatiocon
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permit, or order,

The owner or operator of a budget source shall maintain such
records for a period of five (5) years or such longer period
if required by the budget source’s operating permit.

The records and documents required by this subsection shall be
made available to the commissioner upon the request of ‘the
commissioner.

(k) Reporting.

(1)

The AAR or Alternate AAR of a budget source using CEMS-based
methodologies shall submit to the Administrator emissions and
operations information for all four {4) calendar quarters of
each year. The AAR or Alternate AAR of a budget source using
non-CEMS-based methodologies shall submit to the Administrator
emissions and operations information for the second and third
calendar quarters of each year. All emissions and operations
information shall be submitted in accordance with 40 CFR Part
75, Subpart G and Guidance for Implementation of Emission
Monitoring Requirements for the NOx Budget Program {(Ozone
Transport Commission, Washington, D.C., January 28, 1997).

The AAR or Alternate AAR shall submit such emissions and
operations information within thirty (30} days after the end
of the quarter in which the information was recorded. The AAR
or Alternate AAR shall submit this information in an
electronic format consistent with the requirements of Emission
Reporting Requirements and Instructions (EDR 2.0) (United
States Environmental Protection Agency, Acid Rain Division,
July 3, 1997), or in any other format approved by the
commissioner and the Administrator.

The ARR or Alternate AAR of a budget source shall provide, in
the same quarterly reports, NO, emissions in pounds per hour
for every hour of the control period, and cumulative quarterly
and control.period NO, emission data in pounds. The AAR or
Alternate AAR shall submit this information in a format
consistent with Emission_Reporting Requirements and
Instructions (EDR 2.0) {United States Environmental Protection
Agency, Acid Rain Division, July 3, 1997).

The AAR or Alternate AAR of a budget source subject to 40 CFR
Part 75 shall submit the data required by this subsection as
part of the quarterly reports submitted to the Administrator
to comply with 40 CFR Part 75,

{1) Annual reconciliation of allowancas,

(1)

Monitored emissions-data as reported to the Administrator by
the owner or operator of & budget source and as adjusted by
the Administrator to be in accordance with subsection (i) of
this section, and allowance allocations and transfers recorded
in the NATS shall prowide the basis for the determination of
compliance with this section.

Each year, the AAR or Alternate AAR of a budget source shall
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submit a request to the Administrator between November 1
through December 31, inclusive, to deduct from the budget
source’'s compliance account the number of allowances equal to
the NOx emissions in tons emitted by the budget source during’
the most recent control period. The AAR shall identify the
compliance account from which the deductions shall be made.
The AAR may also identify the serial numbers of the allowances
to be deducted.

Regardless of the request submitted pursuant to subdivision
(1) (2) of this section, the number of allowances equal to the
NO, emissions in tons emitted by the budget socurce during the
most recent control period shall be deducted from the budget
source's compliance account or overdraft account as necessary.

If the number of tons of NO, emitted by the budget source in |
the most recent control period exceeds the number of '
allowances in the budget source's compliance account or
overdraft account, the owner or operator of the budget source
must obtain additional allowances so that the total number of
allowances in the compliance account or overdraft account,
including allowance transfers properly submitted to the
Administrator by the allowance transfer deadline, equals or
exceeds the control period NO, emissions in tons, rounded to
the nearest whole ton.

If, by the allowance transfer deadline, the budget source
fails to hold in its compliance account or overdraft account
allowances equal to NO, emissions in tons during the control
period, the owner or operator of the budget source shall be
subject to enforcement action and allowance adjustments
pursuant to subsection (n) of this section,

{m) Compliance certification.

(1) " For each contreol period, the AAR or Alternate AAR of a budget
source shall submit an annual compliance certification to the
commissioner no later than the allowance transfer deadline
following the control‘perio%.

The compliance certification shall contain:

{A) The name and address of the owner and operator of the
budget source, the name of the AAR or Alternate AAR, the
NATS account number, and the address of the budget source,
if different from that of the owner or operator;

A statement that emissions data have been submitted to the
NETS in accordance with subsection (k) of this section,
and the requirements of the Administrator;

A statement that the budget source operated in compliance
with the allowances allocated for the control period,
including thosg obtained through transfer by the allowance
transfer deadline, and that allowances are held in the
budget scurce’s compliance account equal to the emissions
recorded during the contrel period;
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A statement certifying that the monitoring plan of the
budget source was maintained to reflect actual operation
of the budget source;.

A statement certifying)that all emissions from the budget
source are accounted for, through either applicable
monitoring or application of appropriate missing data
procedures;

A statement indicating whether the methods of operation or
monitoring of the budget source changed during the current
year; and

(G) Any other information the commissicner may request.

The commissioner shall have the right to verify compliance
with this section by whatever means necessary, including, but
not limited to:

(A) Inspecting unit operations records;

{B) Obtaining information on allowance deduction and transfers
from the NATS;

(C) Obtaining emissions information from the NETS;
(D) Requiring testing of emission monitoring devices; and

(E) Requiring the budget source to ceonduct emissions testing
under the supervision of the commissioner,

{n) Allowance adjustments and penalties.

(1) For any control pericd during which emissions from a budget
source exceed allowances held in the budget source's
compliance account or overdraft account as of the allowance
transfer deadline, allowances shall be deducted from the
budget source’s compliance account or overdraft account for
the next control period at a rate of three (3) allowances for
every one (1) ton of excess emissions and placed in the
Connecticut Retirement Account’

When emissions from a budget source exceed allowances held in
the budget source’s compliance account or overdraft account as
of the allowance transfer deadline, for purposes of
determining the number of days of viclation, any excess
emissions for the control period shall presume that each day
in the control period constitutes a day in violation, unless
the owner or operator of a budget source can demonstrate, to
the satisfaction of the commissioner, that a lesser number of
days should be consigdered.

When emissions from a budget socurce exceed allowances held in
the budget source’s compliance account or overdraft account as
of the allowance transfer deadline, each ton of excess
emissions constitutes a separate violation.
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(o) Program evaluation.

(1) On or before May 1, 1999, the commissioner shall make
available to the public a report that documents the number of
early reduction credits converted to allowances for use in
1999,

The commissioner shall conduct an evaluation of the
implementation of this section beginning in 2002 and every
three (3) years thereafter. Each audit shall include, as
appropriate:

(A} A confirmation of the accuracy of emissions reporting
through validation of CEMS and data acguisition systems at
the budget source;

A review of the geographic and temporal transfer and use
of allowances by budget sources;

An examination of the extent to which banked allowances
have contributed to emissions in excess of the regional

and state emission budget for each year preceding the
audit;

An assessment of the consistency of this section with the
requirements for reasonable further progress and the
attainment demonstraticon set forth in section 172 of the
Clean "Air Act; and

A quantification and comparison of control period NO,
emissions from budget sources throughout the OTR and in
each state of the OTR.

STATEMENT OF PURPOSE: To reduce the emissions of nitrogen oxides from
large stationary sources during the period of May 1 through September
30 by means of a market-based, cap-and-trade system, pursuant to the
Ozone Transport Commission Memorandum of Understanding dated and
signed September 27, 1994.

~ . -
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Sec. 2. Section 22a-174-22a of the Regulations of Connecticut State Agencies is repealed.

Sec. 3. As of May 1, 2010, Section 22a-1 74-22Db of the Regulations of Connecticut State
Agencies is repealed.

Statement of Purpose: In order to mitigate interstate transport of the ozone precursor nitrogen
oxides (NO,), and in order to assist the state in achieving attainment of the National Ambient Air
Quality Standard for ozone, Connecticut has participated in two distinct market-based NOy
Ozone season cap-and-trade programs. From 1999 through 2002, Regulations of Conneciicut
State Agencies (R.C.S.A.) section 22a-174-22a established such a trading program among states
in the Ozone Transport Commission. Beginning in 2003, R.C.S.A. section 22a-174-22b
established Connecticut's Post-2002 NO, Budget Program (also known as the NO, State
Implementation Plan (SIP) Call), which is based on a model ozone season NOy cap-and-trade
program of the U.S. Environmental Protection Agency (EPA). EPA has recently promulgated a
new ozone season NO, emissions cap-and-trade program, the Clean Air Interstate Rule NO,
Ozone Season Trading Program (CAIR Trading Program), that is intended to replace the NO,
Budget Program as of May 1, 2009. This proposal, which repeals R.C.S.A. sections 22a-174-22a
and 222a-174-22b and adopts a CAIR NOy Ozone Season Trading Program under new R.C.S.A.

section 22a-174-22c¢, is Connecticut’s approach to implementing the CAIR Trading Program in
Connecticut.

The general structure of new R.C.S.A. section 22a-174-22¢ is very similar to the existing NO,
Budget Program set forth in R.C.S.A. section 22a-174-22b. R.C.S.A. section 22a-174-22¢
incorporates by reference the majority of the provisions included in EPA’s model rule for the
CAIR Trading Program. The major differences between both R.C.S.A. section 22a-174-22b and
the federal CAIR Trading Program as compared with R.C.S A, section 22a-174-22c¢ are the

methodology for allocating CAIR NO, Ozone Season allowances and the inclusion of Energy
Efficiency/Renewable Energy set-aside provisions.

Specifically, the sections of the proposal accomplish the above as follows:

* Section 1 of the proposal, which addresses R.C.S.A. section 22a-174-22c, reduces the
emissions of NO, from large stationary sources during the period of May 1 through
September 30 by means of a market-based, cap-and-trade system, consistent with the
federal CAIR Trading Program.

» Sections 2 and 3 of the proposal repeal obsolete NO, Budget Programs contained in
R.C.S.A. sections 22a-174-22a and 22a-1 74-22b.
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Section 96.360 _ Submission of CAIR NO, Ozone Season allowance transfers.
Section 96.361 EPA recordation.
Section 96.362 Notification.
Subpart HHHH-Monitoring and Reporting
Section 96.370 General requirements.
Section 96.371 Initial certification and recertification procedures.
Section 96.372 Out of control periods.
Section 96.373 Notifications.
Section 96.374 (Except as Recordkeeping and reporting, -
provided in subsection J
(1)(3) of this section) ‘
Section 96.375 Petitions.
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conduct emission testing once every five years from the date of the previous test or five
years from the date the previous test was due, whichever is earlier.

(D ‘The owner or operator shall demonstrate compliance with emission limitations of
this section using sampling and analytical procedures approved under 40 CFR
[Part] 60, Appendix A, or under procedures in [subsection] section 22a-174-5(d)
of the Regulations of Connecticut State Agencies. Sampling shall be conducted
when the source is at normal operating temperature and, unless allowed otherwise
by the Commissioner in a permit or order, is operating at or above ninety percent
(90%) of maximum [rated] capacity for a fuel-burning source or a process source,
or at or above ninety percent (90%) of design capacity for a waste combustor.
Notwithstanding [such requirement, any source which has operated in excess of
one hundred percent (100%) of its maximum rated capacity at any time since
January 1, 1990 shall be tested when the source is operating at or above ninety
percent (90%) of its highest operating rate since January 1, 1990.] the foregoing
requirements of this subdivision:

(A)  If the commissioner determines that operating at or above ninety percent
(90%) of maximum capagcity for a fuel burning source or a process source
during sampling is not reasonable given the location, configuration or
operating conditions of a source, the commissioner may approve testing of
a fuel burning source or process source at an alternative maximum
capacity where compliance with the emission limitations of this section
shall be determined based on operating at or above ninety percent (90%)

of the alternative maximum capacity approved by the commissioner; and

Any source that has operated in excess of one hundred percent (100%) of

its maximum capacity at any time since May 31, 1995 shall be tested when
the source is operating at or above ninety percent (90%) of its highest

operating rate since May 31, 1995,

3) On and after May 31, 1995, the owner or operator of any source that emitted more
than one hundred (100) tons of NOx from a single stack during any calendar year
beginning January 1, 1990, shall install, calibrate, maintain, operate[,] and certify a
continuous emissions monitor for NOx for each such stack. The owner or operator shall
notify the Commissioner in writing at least thirty (30) days prior to conducting any
performance or quality assurance testing of any such monitor. Any such testing shall be
conducted in accordance with a testing protocol approved by the Commissioner. Any
continuous emission monitor for NOx shall be instalied, calibrated and operated in
accordance with the performance and quality assurance specifications contained in 40
CFR 60, Subpart A, Appendix B and Appendix F.

(4) Unless otherwise specified by the commissioner in a permit or order, the
averaging times for the following emission limitations shall be applicable to a source that
has or is required to have a continuous emissions monitor for NOx:

(A)  For the emissions limitation is subsection (e}(3), the peried from October
1 to April 30, inclusive, including all periods of operation, including
startup-shutdown, and malfunction; and

For any other emission limitation contained in this section, twenty-four
(24) hours, measured from midnight at the beginning of any day to
midnight of the end of that day, including all periods of operation,
including startup, shutdown[,] and malfunction.

Sec. 24. Subdivision (5) of subsection (f) of section 22a-174-22a of the Regulatlons of
Connecticut State Agencies is amended to read as follows:
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(5)  Emission offsets required by the Regulations of Connecticut State Agencies for
new or modified major stationary sources of NO, must be obtained in accordance with
[section 22a-174-3) section 22a-174-3a of the Regulations of Connecticut State Agencies,
and are subject to the offset requirements of section 173 of the [Clean Air] Act.
Allowances under this section may not be used as offsets. However, if the owner or
operator of a budget source:

(A)  Reduces its emissions such that not all allowances are used, and

(B)  Where the unused allowances represent real reductions in actual annual
emissions, these unused allowances may be approvable for use as offsets
under the Regulations of Connecticut State Agencies. In no instance may
emission reductions be used simultaneously to [simultaneously] satisfy
both the requirements of this section and the offset requirements set forth
in [section 22a-174-3] section 22a-174-3a of the Regulations of
Connecticut State Agencies. Upon the approval of unused allowances for
use as offsets, the commissioner shall adjust the emission budget
commensurate with the number of unused allowances approved for use as
offsets.

Sec, 25. Subsection (c) of section 22a-174-22b of the Regulations of Connecticut
State Agencies is amended to read as follows:

(c) Permanent cessation of operations exemption.

1) Notwithstanding subsection (b) of this section, this section shall no longer apply
to the owner or operator of a Budget Unit upon the permanent cessation of NOy-emitting
operations at such Budget Unit, provided:

(A)  Within thirty (30) days of the permanent cessation of NO,-emitting
operations at such Budget Unit, or within thirty (30) days of the effective
date of this section, whichever is earlier, the AAR or Alternate AAR of
such Budget Unit submits to the commissioner in writing, with a
photocopy to the Administrator, a statement that;

(D such Budget Unit has permanently ceased NO,-emiltting
operations,

(i) specifies the date on which NO,-emitting operations permanently
ceased, and

(i)  such Budget Unit shall not emit NO,, starting on the date on which
NOy-emitting operations permanently ceased[.];

The owner or operator of such Budget Unit, and to the extent applicable,
the AAR or Alternate AAR of such Budget Unit, shall comply with all
requirements contained in this section arising from the operations of such
Budget Unit while such owner or operator was subject to this section, even
if such requirements arise after the permanent cessation of NO,-emitting
operations of such Budget Unit;

The owner and operator of such Budget Unit shall retain at the premises
where such Budget Unit is located, unless the commissioner approves in
writing the use of another location in Connecticut, records demonstrating
that such Budget Unit has permanently ceased NOy-emitting operations.
Such owner or operator shall retain such records for a period of five (5)
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The Regulations of Connecticut State Agencies are amended by adding a
. new section 22a-174-22a as follows:

{NEW)

22a-174-22a. 'The Nitrogen Oxides (NO,) Budgaet Program

(a) Dafiniﬁions. For the purposes of this section:

(1}

{2)

(3)

(4)

(3)

(6)

(7)

(8)

(9)

(10)

“Account” means the portion of the NO, Allowance Tracking System
{NATS) where allowances are held by a budget scurce in a
compliance account or an overdraft account, or by any person in
a general account.

“Account number” means the identification number assigned by
the Administrator for an account in which allowances are held.

“Acquiring account” means the account of the party in an
allowance transfer that obtains allowances through whatever
means, including but not limited to purchase, trade, auction,
or gift. An acquiring account may be a compliance account, an
overdraft account, or a general account.

“Administrator” means Administrator of the United States
Environmental Protection Agency or designee who administers the
NATS and the NO, Emissions Tracking System (NETS).

“Allocation” means the initial deposit of allowances in the

compliance account of a budget source, as set forth in this
section.

“Allocation period” means the time period designated by the
commissioner for which .an allowance is allocated.

“Allowance” means the limited authorization to emit one (1) ton
of NO, during a specified control period. All allowances shall
be allocated, transferred, or used as whole allowances. To
determine the number of whole allowances, the number of
allowances shall be rounded down for decimals less than 0.5,
and rounded up for decimals of 0.5 or greater.

“Allowance deduction” means the withdrawal of allowances for
permanent retirement by the Administrator from a compliance
account or overdraft account for purposes of annual

reconciliation, or from a general account for other deductions
not directly related to compliance.

“Allowance transfer” means the conveyance of one or more
allowances from an account to an acquiring account by whatever

means, including but not limited to purchase, trade, auction,
or gift.

“Allowance transfer deadline” means midnight of December 31 of
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any calendar year, and is the deadline by which an allowance
transfer request may be submitted to the Administrator to
effect an allowance transfer to meet the requirements of this
section for the most recent control period. An official U.S.
Postal Service postmark or electronic time stamp shall
establish the date of submittal.

“Alternative monitoring system” means any method approved by
the commissioner designed to provide direct or indirect data of
emissions in units of mass per time period, pollutant
concentrations, and/or volumetric flow.

“aAuthorized Account Representative” or “AAR” means the person
authorized to transfer and otherwise manage allowances and
certify reports to the NATS and the NETS on behalf of the owner
of -a budget source or the owner of a general account. Such
owner may also authorize an Alternate AAR, who shall transfer
and otherwise manage allowances and certify reports to the NATS
and the NETS on behalf of such owner in place of the AAR. The
authorization of an AAR or an Alternate AAR shall be made in
writing by such owner and submitted to the commissioner.

“Banked allowance” means an allowance that is not used to
reconcile emissions in the designated year of allocation, but
is retained for use in a future control period and identified
as such in a compliance or general account.

“Banking” means the retention, in a compliance or general
account, of unused allowances from one control period for use
in a future control period.

“Baseline” means the NO, emission inventory approved by the
Ozone Transport Commission on June 13, 1995, as the official
baseline emissions of May 1 through September 30, 1990.

“Baseline control period emissions,” for the purpose of an

owner or operator of a stationary source opting into this NO,
Budget Program, means a representative average of the actual
emissions of two {2) consecutive control periods within five
(5) years preceding the application to opt into this section.

“Baseline heat input,” for the purpose of an owner or operator
of a stationary source opting into this NO, Budget Program,
means the heat derived from the combustion of fuel in such
stationary source during the emission of baseline control
period emissions.

wBaseline utility unit” means a fossil-fuel-fired combustion
unit that generates electricity at a rated output of fifteen
(15) megawatts or more that operated during the 1990 control
period. -

“Boiler” means a facility that combusts fossil fuel to produce
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steam, or to heat water or any other heat transfer medium.

. {20} “Budget source” means:

(A) A baseline utility unit;

(B) A cogeneration unit;

{(C} An industrial unit;

(D) A new unit;

(E} A new utility unit; or

(F) An opt in unit.

(21) “Clean Air Act” means the Clean Air Act as amended in 1990 (42
U.5.C. §§ 7401-7626) .

{22) “Cogeneration unit” means a fossil-fuel-fired combustion unit
that generates electricity at a rated output of fifteen (15)
megawatts or more by employing “cogeneration technology,” as

defined in section 16-1(a) (21} of the Connecticut General
Statutes.

{23) “Commissioner” means the Commissioner of Environmental
Protection or his designee.

(24) “Compliance account” means the account of a budget source in
the NATS that holds current and future-year allowances useable
for a specific designated control period as indicated by each
allowance’s unique serial number.

{25) “Continucus emissions monitoring system” or “CEMS” means the
equipment required by this section used to sample, analyze, and
measure NO, emissions to provide a permanent record of such
emissions expressed in pounds per MMBTU and in tons per day.
The following systems are component parts of a CEMS:

(3) Nitrogen oxides pollutant concentration monitor;
(B) Diluent gas monitor (oxygen or carbon dioxide):;
{C) A data acquisition and handling system; and

(D) Flow monitoring systems (where appropriate).

(26) ™“Control period” means the period from May 1 through September
30 of each calendar year.

(27) ™“Current year” means the calendar year in which an action
occurs or for which an allocation is designated.
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(28)

“Early reduction credit” means a reduction of NO, emissions
below the most stringent NO, emission rate applicable to a
budget source, achieved during the control periods of 1997 or
1998 and approved by the commissioner.

“Emission budget” or “budget” means the maximum amount of NO,
emissions that budget sources in Connecticut may emit during a
given control period, where such budget is determined by the
commissioner in accordance with the Ozone Transport Commission
Memorandum of Understanding dated September 27, 19%4. The
budget is exclusive of NO, emissions represented by allowances
acquired through interstate transfer pursuant to subdivision
(f) (8) of this section, banked from prior control periods
pursuant to subsection (g) of this section, and converted from
early reduction credit pursuant to subsection (e) of this
section.

“Enforceable,” for the purpose of quantifying early reduction
credit, means retrospective approval by the commissioner.
“Excess emissions” means emissions of nitrogen oxides
discovered by the commissioner or reported by the owner or
operator of a budget source during the control period, rounded
to the nearest whole ton, which exceed the number of allowances
in the budget source’s NATS compliance account or overdraft
account as of the allowance transfer deadline of the control
period.

“Fossil fuel” means natural gas, petroleum, coal, or any form
of solid, liquid or gaseous fuel derived wholly, or in part,
from such material.

“Fossgil-fuel-fired” means combustion of, or ability to combust,
fossil fuel, any derivative of fossil fuel alone, ox a
combination of fuels, of which fossil fuel comprises fifty-one
percent (51%) or greater of the annual heat input, measured in
Btu.

“General account” means an account in the NATS that is not a
cocmpliance account.

“Heat input” means heat derived from the combustion of fuel in
a budget source, exclusive of the heat derived from preheated
combustion air, recirculated flue gas, or exhaust from other
sources.

“Indirect heat exchanger” means combustion equipment in which
the flame or products of combustion are separated from any
contact with the principal material in the process by metallic
or refractory walls, including, but not limited to, steam
boilers, vaporizers, melting pots, heat exchangers, column
reboilers, fractioning column feed preheaters, reactor feed
preheaters, fuel-fired reactors such as steam hydrocarbon

.
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reformer heaters, and pyrolysis heaters.

. “Industrial unit” means a fossil-fuel-fired boiler or indirect
heat exchanger with a maximum rated heat input capacity of 250
MMBTU/hr or more.

“Maximum heat input capacity” means the ability of a budget
source to combust a stated maximum amount of fuel on a steady—
state basis, as determined by the physical design and
characteristics of the facility. Maximum heat input capacity
is expressed in MMBTU per hour, which is the product of the
total gross caloric value of the fuel, expressed in Btu per
pound, multiplied by the maximum fuel feed rate in the
combustion device, expressed in mass of fuel/hour.

“New unit” means a éogeneration or industrial unit that began
operating after September 30, 1890.

“New utility unit” means a fossil-fuel-fired combustion unit
that generates electricity at a rated output of fifteen (15)

megawatts or more that began operating after September 30,
1990.

“NO, Allowance Tracking System” or “NATS” means the electronic
record keeping and reporting system that records allowance
allocations, transfers, and deductions. In conjunction with
transfers, the system records the effective date of an
allowance transfer, the names and account numbers of the
originating and acquiring accounts, and the number of
allowances transferred and their serial numbers, and then
reports such information to ARRs and states where the
originating and acquiring accounts reside.

“NO, Emissions Tracking System” or “NETS” means the electronic
system used to track NO, emissions from budget sources.

“Non-Part 75 budget source” means a budget source not subject

to the requirements for NO, emissions monitoring under 40 CFR
Part 75.

“Opt in,” “opt into,” or “opting in” means to voluntarily
participate and agree to be subject to the requirements of this
section.

“OTC MOU” means the Memorandum of Understanding dated September
27, 1594, adopted by representatives of Connecticut, Delaware,
the District of Columbia, Maine, Maryland, Massachusetts, New
Hampshire, New Jersey, New York, Pennsylvania, Rhode Island,
and Vermont as members of the Ozone Transport Commission. A
copy of the OTC MOU will be maintained at the offices of the
Department of Environmental Protection.

“Overdraft account” means the account established in fhe NATS
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for budget sources at a common premises that holds allowances
useable for compliance by each such budget source after all the

allowances in such budget source’s compliance account are
deducted.

“Owner or operator” means any person who owns, operates,
controls, or supervises a budget source.

“Ozone Transport Region” or “OTR” means the states and

jurisdictions designated by section 184 (a) of the Clean Air
Act.

“Quantifiable” means capable of being calculated on a reliable
and replicable basis for calculating the amount of an emission
reduction approved by the commissioner and the Administrator.

“Real” means a reduction of actual emissions released into the
air, quantified retrospectively, net of any consequential
increase in actual emissions resulting from shifting demand.

“Regional NO, budget” means the maximum amount of NO, emissions
that may be emitted by the budget sources in the OTR during a
given control period, in accordance with the OTC MOU.

“Replacement source” means a new combustion source or the heat
or power purchased from the owner of a new combustion source
that replaces a budget source. The replacement source must be
on the same or contiguous property as the budget scurce being
replaced and have a maximum heat output rate that is equal to
or greater than the maximum heat output rate of the budget
source being replaced. Alternatively, the replacement source
may have a power output rate that is equal to or greater than
the power output rate of the budget source being replaced, and
incorporate technology capable of controlling multiple
combustion pollutants simultaneously, with greater fuel
efficiency and significantly greater waste reduction, relative
to the performance of technology in widespread commercial use
as of November 15, 1990.

“Repowering” or “repowers,” for the purpose of an early
reduction credit, means:

(A) “Qualifying repowering technology” as defined by 40 CFR
Part 72; or

(B) The discontinued use of a budget source and its
replacement by either a new combustion source or the
purchase of heat or power from the owner of a new
combustion source, provided that:

(i} . the replacement source is on the same or
contiguous property as the budget source being
replaced; and
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R the replacement source has a maximum heat output

. rate that is equal to or greater than the maximum
heat ocutput rate of the budget source being
replaced, or

the replacement source has a power output rate
that is equal to or greater than the power output
rate of the budget source being replaced; and

the replacement source incorporates technology
capable of controlling multiple combustion
pellutants simultaneously, with greater fuel
efficiency and significantly greater waste
reduction, relative to the performance of
technology in widespread commercial use as of
November 15, 1990.

“State implementation plan” or “SIP” means a plan required by
section 110 of the Clean Air Act.

“Surplus” means an emission reduction that was not required by
any provision of the SIP at the time the reduction was made,
relied upon in an applicable attainment demonstration, or
required by state or federal permit or order. For the purpose
of early reduction credit, emission reductions are surplus if

emissions are below the emission limit established by this
section.

(56) “Transferee” means the person to whom an allowance is conveyed
through an allowance transfer.

{57) "“Transferor” means the person who conveys an allowance through
an allowance transfer.

(b) Applicability.

(1) As of May 1, 1999, this section shall apply to the owner or
operator of a budget source.

(2) Any person who owns, operates, controls, or leases as a lessee
a stationary source, other than a budget socurce, may opt into
this section in accordance with the following manner:

(A) The owner or operator shall submit to the commissioner, on
forms prescribed by the commissioner, an application that
documents the baseline control period emissions of the
stationary source. The baseline control period emissions
of the stationary source shall not be greater than the
allowable emissions established for the stationary source
by permit or order. The baseline control period emissions
of the -stationary source shall be added to the NO, )
emission budget for the state identified in subdivision
{c} (1) of this section before the allocation of allowances
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to the owner or operator of the stationary source;

Upon the commissioner’s approval of the application, the
stationary source shall be considered an opt in budget
source and shall be subject to all terms and conditions of
this section;

An allowance allocation shall be assigned to the opt in
budget source pursuant to subparagraph (d}(5) (C) of this
section; .

The allocation of allowances to an opt in budget source
shall not require adjustments to the allocation of
allowances to budget sources;

An opt in budget source’s federally enforceable operating
permit shall be modified to include the applicable
requirements of this section, authority to trade
allowances, and authority to emit NO, in accordance with
the allowances allocated or obtained by the allowance
transfer deadline; and

The owner or operator of an opt in budget source who
subsequently ceases or curtails operations after opting in
shall be subject to an allowance adjustment equivalent to
the emissions reduced through the cessation or curtailment
of operations that emit NO,, rounded up or down to the
nearest whole ton.

The owner or operator of an opt in budget source may opt
out of this section only if NO,~emitting operations at the
opt in budget source have ceased and the allowance
adjustment of subparagraph (b) (2) (F} of this section has
been made.

If the Administrator redesignates any area of Connecticut as in
attainment of the national ambient air quality standard for
ozone pursuant to section 107 of the Clean Air Act, the owner
or operator of any budget source in that area shall remain
subject to this section.

(c) The NO, emission budget.

(1)

The state NO, emission budget is five thousand eight hundred
sixty-six (5,866) tons of NO, from all budget sources during
each control period, plus the baseline control period emissions
of any opt in industrial, cogeneration, or utility unit, for
the years 1999 through and including 2002.

The commissioner shall modify the emission budget, established
in subdivision (c) (1) of this section, to include sources that
opt into the requirements of this section pursuant to’
subdivision (b){2) of this section. The commissioner shall
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record and maintain any modification of the initial budget, and
annually submit any modification by January 31 to the
Administrator.

The commissioner shall implement the emission budget by
allocation of allowances, as described in subsection (d) of
this section. :

Nothing in this section waives or makes less stringent any NO,
reduction requirement, including Reasonably Available Controel
Technology (RACT) for owners or operators of major sources of
NO,, or preconstruction review of new sources of NO,.

(d) Annual allowance allocation.

(1)

(4)

The commissioner shall annually, by May 1, reserve or allocate
allowances in accordance with the provisions of this
subsection.

For the 1999, 2000, 2001, and 2002 control periods, the
commissioner shall allocate to the owners or operators of
budget sources up to 5,866 allowances. Nothing herein shall
require the commissioner to allocate all allowances.

The commissioner shall establish the following accounts in the
NATS:

(A) The Connecticut State Account, to hold the state NO,
emissions budget allowances for allocation to the
compliance accounts of budget sources or to other
accounts; and

The Connecticut Retirement Account, to hold allowances

exacted for purposes other than compliance and permanently
retired.

By May 1 of each of the years 1999, 2000, 2001, and 2002, the
commissioner, in the following manner and order, shall:

(A} Reserve in the Connecticut State Account for each
industrial unit and each cogeneration unit the number of
allowances equal to the product of the following equation:

(the lowest 0f [ERg gsmacr ©F ERg.gse ©X ERpcrgn] * HIR; jom * T)
<+ 2,000

where:

ERp osacr = 95% of the unit’s NO, RACT emission rate (in
1b/MMBTU of heat input)

ERg.g5p 95% of the unit’s permitted emission rate (in
1b/MMBTU of heat input)
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if the unit operated in 1990, the unit’s actual
emission rate {in lb/MMBTU of heat input)
during the 1990 control period. If the unit
did not operate in 1990, the average actual
emission rate during two representative
consecutive control periods after 1930

110% of the unit’s average heat input (in
MMBTU/hr} from May 1 through September 30 of
the two prior years, unless the commissioner
determines that an alternative period is more
representative of operations

T = 3,672 hours

Reserve in the Connecticut State Account for each new unit
and each new utility unit the number of allowances equal
to the product of the following equation:

(ER, * HIRyy x T) + 2,000

where:

ER; the unit’s permitted emission rate (in 1b/MMBTU
of heat input)

the unit’s maximum heat input capacity (in
MMBTU/hr)

T. = 3,672 hours
Allocate to the compliance account of each baseline

utility unit the number of allowances equal to the product
of the following equation:

(A - RAps) *x (HIp + HIpg)

where:

A 5,866 allowances

Rpes the number of allowances reserved for

industrial, cogeneration, new, and new utility
units

the baseline utility unit’s heat input (in
MMBTU)} during the 1990 control period, as
established in the 1990 OTC NO, Baseline Emission
Inventory

the total heat input (in MMBTU) of the baseline
utility units during the 1990 control period
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o (5} After the end of the control period and before the allowance

- transfer deadline of each of the years 1995, 2000, 2001, and

. 2002, the commissioner, in the following manner and order,
shall:

(A) Allocate to the compliance account of each industrial and
cogeneration unit the number of allowances equal to the
product of the following calculation:

(the lowest of [ER; gspact OF ERggse O ERpgroa) * HIagomw) +
2,000

where:

ERg. gsmacr 95% of the unit’s NO, RACT emission rate (in
1b/MMBTU of heat input)

ERg.esp 95% of the unit’s permitted emission rate {in
1b/MMBTU of heat input)

ERpcroar . if the unit operated in 1990, the unit’s actual
emission rate {in 1lb/MMBTU of heat input)
during the 1990 control period. If the unit
did not operate in 1990, the average actual
emission rate during two representative
consecutive control periods after 1990

o s p— the unit’s actual heat input (in MMBTU) during
the preceding contrecl period

Allocate to the compliance account of each new unit and
each new utility unit the number of allowances equal to
the product of the following calculation:

{ER, * HI, i} + 2,000

where:

ER; the unit’s permitted emission rate (in 1lb/MMBTU
of heat input)

HI crm the unit’s actual heat input (in MMBTU) during
the preceding control period

Allocate to the compliance account of each opt in unit the
number of allowances equal to the product of the following
calculation, subject to the limitation of subparagraph

(d) (5) (C) (i) of this section:

{the lower of [ERpg ©or ERp] * HIymu) + 2,000

where:
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the unit’s actual emission rate (in lb/MMBTU)
during the baseline control period

the unit’s permitted emission rate (in lb/MMBTU)
during the preceding control period

the unit’s actual heat input (in MMBTU) during
the preceding control period

the number of allowances allocated to an opt in
unit shall not exceed the product of the following
equation:

{the lower of [ERgg ©or ER;] x HIg,) + 2,000

where:

ERgmer = the unit’s actual emission rate (in
1b/MMBTU) during the baseline control
. period

the unit’s permitted emission rate (in
1b/MMBTU) during the preceding control
period

HIge = the unit’s heat input {(in MMBTU) during
the baseline control period

(D) If the control period emissions of an industrial,
cogeneration, new, or new utility unit exceeds the number
of allowances reserved for such unit as a result of
increased heat input, the commissioner shall:

(i) transfer to the compliance account of each such
unit, in addition to the number of allowances
reserved for such unit pursuant to subdivision
(d) {(4) of this section, the number of unused
reserved allowances equal to the deficiency
between the number of allowances reserved for such
unit and such unit’s control periocd emissions,
provided the number of unused reserved allowances
equals or exceeds the total deficiency between
such units’ reserved allowances and their control
periocd emissions, or

transfer to the compliance account of each such
unit, in addition to the number of allowances
reserved for such unit pursuant to subdivision
(d) (4) of this section, the number of unused
reserved allowances equal to the product of the

- following equation, rounded to the nearest whole
allowance, provided the number of unused reserved
allowances is less than the total deficiency
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: between such units’ reserved allowances and their
. control period emissions:

(Dg + Dyora) * URApgp
where:

Dy the deficiency between an industrial,
cogeneration, new, and new utility
unit’s actual control period emissions
and its allowances reserved as set
forth in subdivision {d) (4) of this
section '

the total deficiency between the actual
control period emissions and the
allowances reserved of the industrial,
cogeneration, new, and new utility
units whose actual control period
emissions exceed their allowances
reserved as set forth in subdivision
(d) (4) of this section.

URArornr the total number of unused reserved
allowances

(B) If, during any calendar year:

(i) the total number of allowances reserved for
industrial, cogeneration, new, and new utility
units is greater than the total number of
allowances allocated to industrial, cogeneraticon,
new, and new utility units after the control
period, or

-{i1) the total baseline control period emissions of opt

in units are greater than the number of allowances
allocated to opt in units,

the commissioner shall mark the total difference as unused
reserved allowances and allocate such allowances to
baseline utility units after the end of the control
period, but before the allowance transfer deadline,
pursuant to the following formula:

URPpnmpen % (HIy + HIpgra)
where:

URAgmoumer = the number of unused reserved allowances
. remaining after the distribution of allowances
pursuant to subparagraph (d)(5)(D}, if any
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(6)

= the baseline utility unit’s heat input (in
MMBTU) during the 19%0 control period, as
established in the 19380 OTC NOx Baseline
Emission Inventory

HI oma = the total heat input (in MMBTU) of the
baseline utility units during the 1590 controcl
period

1f, after the distribution of unused reserved allowances
in subparagraph (d) (5} (D) of this section, the control
period emissions of an industrial, cogeneration, new, or
new utility unit exceed the number of allowances held in
such unit’s compliance account, the owner or operator of
such unit shall acquire sufficient allowances to make up
the deficiency by the allowance transfer deadline.
A budget source that begins operation after the initial
reservation and allocation of allowances for a control period
shall obtain by the allowance transfer deadline a number of
allowances equal to or exceeding the total tons of NO, emitted
from such budget source during that control period. Allowances
may be obtained from existing budget sources.

A budget source that ceases to operate after the initial
reservation and allocation of allowances will continue to
receive allowances for each control period from 1999 through
2002, unless a request to reallocate allowances has been filed
pursuant to subdivision (f)(11) of this section.

{e} EBarly emission reductions credit.

(1)

The owner or operator of any budget source that reduces NO,
emissions from May 1 through September 30 in the years 1997 or
1998 may request, in accordance with subdivision (e) (6) of this
section, that the commissioner approve such early emission
reductions in accordance with the provisions of subdivision

(e) (2) of this section and convert such early emission
reductions to allowances for use beginning in 1899.

The commissioner may approve early emission reductions for use
as allowances if such reductions are real, quantifiable,

surplus, and enforceable, and if the early emission reductions_
are based on a NO, emission rate that is the most stringent of:

(A) The level of control required by the OTC MOU;

(B} The permitted allowable emissions of the budget source,
unless the budget source is a replacement source for
repowering, whereupon the level of contrel required by the
OTC MOU supersedes the permitted allowable emissions;

The actual emissions of the budget source during the 1990






March 1999 Page 22a-15

control period; and

The average actual emissions of the budget source during
two (2) consecutive and representative control periods
within the first five (5) years of operation, if the
budget source commenced operation after 1990.

The amount of early reduction credit shall presume a capacity
utilization (in MMBTU of heat input) equal to the lower of the
capacity utilization of the budget source for 1990 or -the

"average capacity utilization of the budget source for the two

{2) consecutive calendar years preceding the application,
adjusted for any reduced capacity utilization that resulted
from shutdown or curtailment of operations.

If the budget source demonstrates tc the satisfaction of the
commissioner that two (2) alternative consecutive control
periods within the five (5) years immediately preceding the
early reduction credit request are more representative of
normal operations, the amount of early reduction credit shall
presume the. capacity utilization of the two (2) alternative
consecutive control periods.

A budget source that repowers is eligible for early reduction
credit provided that, in addition to the other requirements set
forth in this subsection, the permit for construction of the
replacement source is issued on or after May 1, 1996, and the
budget source being replaced ceases operation in 1997 or 1998.

Early reduction credit generated by a budget source will be
eligible for a one-time conversion to allowances in 1999.
After conversion, the allowances will be deposited in the
compliance account of the budget source that generated the
early reduction credit.

(f) Allowance use and transfer.

(1)

An allowance shall not constitute a security or other form of
property. An allowance reserved, allocated, banked, or traded
is reserved, allocated, banked, or traded subject to zall
applicable legal requirements and limitations including, but
not limited to, the requirements of this section, the emission
budget set forth in subsection (¢} of this section, the
allowance allocation procedure set forth in subsection (d) of
this section, the allowance penalties identified in subsection
{(n) of this section, and sections 22a-1, 22a-5, 22a~174, and
22a-174c of the Connecticut General Statutes.

For compliance with this section, the owner or operator of a
budget source shall, by the allowance transfer deadline of each
calendar year, either hold a quantity of allowances in the
budget source’s compliance account or overdraft account that
equals or exceeds the total tons of NO, emitted from that budget
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source during the most recent control period, or submit a valid 3
allowance transfer request to the Administrator that will .
transfer allowances sufficient to meet this requirement into

the compliance account.

Except as provided in subdivision (f) (4) of this section,
allowances cannot be used to meet or exceed the limitations of
any permit, order, or other applicable requirement.

The commissioner, by order or permit, may allow the owner or
operator of a budget source to use allowances beyond those
otherwise required by this section to comply with subsection
(e) of section 22a-174-22 of the Regulations of Connecticut
State Agencies pursuant to the provisions of subsection (j) of
section 22a-174-22 of the Regulations of Connecticut State
Agencies. Each allowance used for compliance with subsection
{e) of section 22-174-22 of the Regulations of Connecticut
State Agencies shall be equivalent to one early reduction
credit and shall be deducted from the compliance account ¢f the
budget sources upon such use.

Emission offsets required by the Regulations of Connecticut

State Agencies for new or modified major stationary sources of

NO, must be obtained in accordance with section 22a-174-3 of the
Regulations of Connecticut State Agencies, and are subject to )
the offset requirements of section 173 of the Clean Air Act. T

Allowances under this section may not be used as offsets. :
However, if the owner or operator of a budget source: .

(A) Reduces its emissions such that not all allowances are
used, and

(B} Where the unused allowances represent real reductions in
actual annual emissions,

these unused allowances may be approvable for use as offsets
under the Regulations of Connecticut State Agencies. In no
instance may emission reductions be used to simultaneously
satisfy both the requirements of this section and the offset
requirements set forth in section 22a-174-3 of the Regulations
of Connecticut State Agencies. Upon the approval of unused
allowances for use as offsets, the commissioner shall adjust
the emission budget commensurate with the number of unused
allowances approved for use as offsets.

If an owner or operator of a budget source transfers such
emission reductions as offsets to sources of NO, not subject to
a program established in accordance with the OTC MOU and
contained in an approved SIP, the allowances representing the
emissions reductions shall be deducted from its compliance
account in an amount equivalent to the emission reductions
transferred off-budget. This subdivision is inapplicable if
the source receiving offsets opted into a program established
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in accordance with the OTC MOU and contained in an approved SIP
before its construction approval was granted.

Allowances allocated pursuant to this section may be traded to
the holders of allowances in other states under a program
established in accordance with the OTC MOU and which program is
contained in an approved SIP. The owner or operator of a
budget source in Connecticut may acquire allowances from the
holders of allowances in other states, however, the
commissioner has discretion whether to permit the use for
compliance of allowances acquired from the holders of
allowances in states with a submitted, but as yet unapproved,
SIP.

To complete an allowance transfer:

(A) The transferor shall document the transfer request in
paper or electronic form as directed by the Administrator.
The transferor shall provide to the Administrator, at a
minimum, the following information:

(i) the account numbers of the transferor’s and
transferee’s accounts,

(ii) the names and addresses of the owners of the
originating and acquiring accounts, and

(iii) the serial number of each allowance being
transferred.

The transferor and transferee shall authorize and certify
each alleowance that is the subject of the transfer
request. The transferor and the transferee shall
personally examine the transfer request and authorization
to transfer and be familiar with the information contained
therein and contained in all attachments, and make inquiry
of those individuals responsible for obtaining the
information to ensure the information is true, accurate,
and complete. The submission of false information may
subject the transferor and/or transferee to significant
penalties, including fines and imprisonment pursuant to
section 22a-175 of the Connecticut General Statutes and
section 22a-6 under section 53a-157 of the Connecticut
General Statutes. The request for transfer shall include
the following signed statement of certification:

I am authorized to make this submission on
behalf of the owners or operators of the

budget source or on behalf of the parties

holding allowances in a general account. I
hereby certify under penalty of law, that I
have personally examined the foregoing and
am familiar with the information contained
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in this document and all attachments, and
that based on my inquiry of those
individuals immediately responsible for
obtaining the information, 1 believe the
information is true, accurate and complete.
I am aware that there are significant
penalties for submitting false information,
including possible fines and imprisonment.

(C) The transfer is complete when the Administrator verifies
that:

{i) each allowance listed in the transfer request is
held by the transfercr in an account at the time
the transfer is to be recorded;

+ o

(i1) the proposed transferee has an account in the
NATS; and

(iii)" the transferor and transferee filed the transfer
reguest.

Allowance transfers determined to be wvalid through verification
by the Administrator shall be recorded in the NATS by deducting

the allowances from the originating account and adding them to
the acquiring account.

If the owner or operator of a budget source determines that
some or all allowances to be allocated to the compliance
account of such budget source should be transferred to the
owner or operator of another budget source for the remainder of
the current allocatiocn perlod, the AAR or Alternate AAR of the
originating account shall submit a request for transfer to the
Administrator. This request shall conform to the
specifications of subdivision (f) (8) of this section, and shall
be submitted to the commissioner with a letter requesting that
future allowance allocations for the remainder of the
allocation period be made directly to the acquiring account.

The commissioner may request from the owner or operator of a
budget source information regarding transaction cost and
allowance price. Such owner or operator shall provide such
information upon the commissioner’s request.

(g) Allowance banking.

(1)

(2}

Unused allowances may be retained in a compliance account or
overdraft account from one year to a future year.

Unused allowances may be retained in a general account from one
year to a future year.

Unless otherwise provided by subdivision (g){4) of this
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(h)

section, allowances unused as of the allowance transfer
deadline shall be retained in the compliance or general account
and designated as banked allowances.

Use of banked allowances.

(A) The total number of banked allowances in the OTR, as
determined by the Administrator before May 1, 1999, and
annually thereafter, shall be used to determine the number
of banked allowances available for use in the current
year.

If the total number of banked allowances in the OTR is
less than or equal to ten percent (10%) of the OTR NO,
budget for the current year control period, all banked

allowances may be used in the current year on a one-for-
one basis.

If the total number of banked allowances in the OTR
exceeds ten percent {10%} of the OTR NO, budget for the
current year control period, in accordance with
subparagraph (g)(4) (D) of this section the following
ratio, as computed by the Administrator, shall determine
the number of banked allowances that shall be used on a
one-for-one basis and the number of allowances that shall

be used on a two-for-one basis in the current year control
period:

(0.1 x Borc) + Agunen

where:

Bore the regional NO, budget of the current year
control period

ABpues = the total number of banked allowances in the OTR

The product of the ratio calculated in subparagraph

{g) (4) (C) of this section shall be applied to the banked
allowances in each account to yield the number of banked
allowances in the account that may be used in the current
year control period on a one-for-one basis. Allowances in

excess of this number shall be used on a two-for-one
basis.

The NO, Allowance Tracking System.

(1)

The NO, Allowance Tracking System (NATS) is an electronic
database for record keeping and reporting for all allowances

used, transferred, and banked pursuant to this section. The
NATS shall track:

(A} The compliance account established for each buddet source;
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(2)

(3)

(4)

(5)

(B) The allowances allocated to each budget source; _

{C) The allowances deducted from the compliance account or .
overdraft account of each budget source to cover control
period emissions of NO,:

{D) The general accounts opened by persons;
(E) The allowances held in each account; and
(F) Allowance transfers.

Each budget source shall have a compliance account with a
unique account number provided. For each compliance account,
the following information shall be recorded and maintained:

(A) The name of the account owner;

(B} The name, mailing address, and telephone number of the AAR
and Alternate AAR; and

(C) The state where the associated budget source is sited.

Budget sources at a common premises shall have an overdraft

account with a unique account number provided by the

Administrator. Each budget source at such common premises may .
hold allowances in the overdraft account and use the allowances )
for compliance after all allowances in the budget source’s .
compliance account have been deducted. Allowances held in the
overdraft account will be withdrawn, as needed, by the

Administrator in order of budget source number at the common

premises. For each overdraft account, the following

information shall be recorded and maintained by the

Administrator:

{A) The name of the account owner;

(B) The name, mailing address, and telephone number of the AAR
and Alternate AAR; and

(C) The state where the common premises is sited.

Any person may establish a general account in the NATS. Each
general account shall have a unique account number assigned.
For each general account, the following information shall be
recorded and maintained: :

(8) The name of the account owner; and

(B) The name, mailing address, and telephone number of the AAR
and Alternate AAR.

Each owner of a compliance, overdraft, or general account shall ‘)
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s designate one AAR and may designate one Alternate AAR to

. represent the owner. The AAR shall be responsible for all
transactions and reports submitted to the Administrator, and
for the transfer of allowances in a compliance account,
overdraft account, or general account. The Alternate AAR shall
have the same authority as the AAR, but the AAR shall receive
all correspondence from the Administrator.

(6) The AAR shall be designated as such by the owner. Such
designation shall become effective upon the Administrator’s
receipt of a signed form entitled “Account Certificate of
Representation” and recording of the information therein in the
NATS. The account certificate of representation shall contain,
at a minimum, the following:

(A) Identification of the budget source by plant name, state,
and Office Regulatory Information System (ORIS) code
number for which the Account Certificate of Representation
is submitted;

(B} The name, address, telephone and facsimile numbers, e-mail
address (if available), and AAR identification number ({(if
known) of the AAR and the Alternate AAR;

(C) The names of all owners and operators of the budget
source;

{D) A statement signed by the AAR or Alternate AAR stating: “I
certify that I, [name), was selected as the Authorized
ARccount Representative or Alternate Buthorized Account
Representative, as applicable, by an agreement binding on
the owners and operators of the budget source(s) legally
designated as [plant name]”; and

(7} The owner of a compliance account shall designate the AAR and
Alternate AAR, as desired, not later than July 1, 1898, or sixty
(60) days after the effective date of this section. B&after such
designation, the owner of a compliance or general account may
replace the AAR or Alternate AAR by submitting a new, signed
Account Certificate of Representation. For the owner of a budget
source entering the NO, Budget Program after the effective date
of this section, the information specified in subdivision (h) {6)
of this section shall be submitted to the commissioner at the
time the budget source becomes subject to this section, or a
request is made to opt into the program set forth in this
section. Any change of AAR or Alternate AAR and the naming of
the AAR and Alternate AAR shall be confirmed after the
redesignation is recorded in the NATS.
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(i) Emissions monitoring.
(1) The owner or operator of each budget source shall:

(A} Monitor NO, emissions from each budget source in
accordance with this subsection and Guidance for
Implementation of Emission Monitoring Requirements for the
NO, Budget Program (Ozone Transport Commission,
Washington, D.C., January 28, 1997);

Except as provided in subparagraph (i) (1) (B) (i) of this
section, submit to the commissioner, not later than July
1, 1998, or sixty (60) days after the effective date of
this section, a monitoring plan in accordance with this
subsection and Guidance for Implementation of Emission
Monitoring Requirements for the NO, Budget Program (Qzone
Transport Commission, Washington, D.C., January 28, 1997).
The monitoring plan, at a minimum, shall include a
description of the monitoring system or systems to be used
at the budget source.

(i) the owner or operator of a budget source that
commences operation after the effective date of
this section shall submit a monitoring plan in
accordance with this subsection and Guidance for
Implementation of Emission Monitoring Requirements
for the NO, Budget Program {Ozone Transport
Commission, Washington, D.C., January 28, 1997)
within ninety (90) days after such budget source
commences operation.

Except as provided in subparagraph (i) (1) (C) (i) of this
section, install, operate, and certify a monitoring system
or systems as required by this section no later than March
31, 1999. Certification testing must be in accordance
with the requirements specified in Guidance for
Implementation of Emission Monitoring Requirements for the
NO, Budget Program (Ozone Transport Commission,
Washington, D.C., January 28, 1997),

(1) the owner or operator of a budget source that
commences operation after the effective date of
this section shall install, operate, and certify a
monitoring system{s) as required by this section
not later than April 30 of the year following the
date of the commencement of operations, or one
hundred eighty (180) days after commencement of
operations. Certification testing must be in
accordance with the requirements specified in

_‘Guidance for Implementation of Emission Monitoring
Requirements for the NO, Budget Program (QOzone
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Transport Commission, Washington, D.C., January

. 28, 1997),

(D) Perform initial testing and periodic calibration, accuracy
testing, and quality assurance/quality control testing of
all monitoring systems for each budget source as specified
in Guidance for Implementation of Emission Monitoring
Requirements for the NO, Budget Program (Ozone Transport
Commission, Washington, D.C., January 28, 19%7), subject
to the following requirements: :

() the owner or operator of a budget source shall
notify the commissioner in writing prior to
conducting any certification or quality
assurance/quality control testing. A budget
source subject to 40 CFR Part 75 must comply with
the notification requirements in 40 CFR Part 75,
Subpart G. A Non-Part 75 budget source shall
notify the commissioner at least thirty (30) days

. prior to conducting any tests, and

{ii) any such testing shall be conducted in accordance
with a test protocol approved by the commissioner;

{E) Replace any missing or invalid data with representative
default data in accordance with the missing data
provisions of Guidance for Implementation of Emission
Monitoring Reguirements for the NO, Budget Program (Ozone
Transport Commission, Washington, D.C., January 28, 1997);
and

(F) Report NO, emissions data to the Administrator in
accordance with subsection (j) of this section.

(2) The owner or operator of a budget source subject to 40 CFR Part
75 shall demonstrate compliance with this section with a
certified 40 CFR Part 75 monitoring system and the following
procedures, as applicable:

(A) If such owner or operator has installed a flow monitor
certified under 40 CFR Part 75, NO, emissions in pounds
per hour shall be determined using a NO, CEMS and the flow
monitor. NO, in pounds per MMBTU shall be determined by
using the procedure in 40 CFR Part 75, Appendix F, Section
3. The heat input in MMBTU per hour shall be determined
by using the procedures in 40 CFR Part 75, Appendix F,
Section 5. NO, emissions in pounds per hour shall be
determined by multiplying NO, in pounds per MMBTU by the
heat input in MMBTU per hour;

(B) If such owner or operator has not installed a certified

oy flow monitor, but has installed a NO, CEMS, then.such
owner or operator shall determine NO, emissions in pounds
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per hour using the NO, CEMS and hourly heat input. NO, in
pounds per MMBTU shall be determined by using the
procedure in 40 CFR Part 75, Appendix F, Section 3. The
hourly heat input in MMBTU per hour shall be determined by
using the procedures in 40 CFR Part 75, Appendix D. NO,
emissions in pounds per hour shall be determined by
multiplying NO, in pounds per MMBTU by the heat input in
MMBTU per hour;

If such owner or operator uses the procedures in 40 CFR
Part 75, Appendix E, then NO, emissions in pounds per hour
shall be determined by using the Appendix E NO,
correlation curve and the budget source’s hourly heat
input. NO, in pounds per MMBTU shall be determined by
using the procedure in 40 CFR Part 75, Appendix E. The
hourly heat input in MMBTU per hour shall be determined by
using the procedures in 40 CFR Part 75, Appendix D. NO,
emissions in pounds per hour shall be determined by
multiplying NO, in pounds per MMBTU by the heat input in
MMBTU per hour; and

If such owner or operator uses the procedures in 40 CFR
Part 75, Subpart E to determine the NO, emission rate,
then NO, emissions in pounds per hour shall be determined
using the alternative monitoring method approved under 40
CFR Part 75, Subpart E and the procedures contained in
Guidance for Implementation of Emission Monitoring
Requirements for the NO, Budget Program (Ozone Transport
Commission, Washington, D.C., January 28, 1987).

(3) The bwner or operator of a Non-Part 75 budget source shall:

(A) Prepare and obtain approval of a moniteoring plan as
specified in subdivision (i) (4) and subparagraph (i} (1) (B)
of this section;

Determine the NO, emission rate using a methodology
specified in subdivision (i) (5) of this section;

Determine the heat input rate using the methodology
described in subdivision (i) (6) of this section; and

Convert the NO, emission rate and heat input rate to NO,
emissions in pounds per hour using the procedure described
in subdivision (i) (7) of this section.

The owner or operator of a Non-Part 75 budget source who wants
to use an alternative monitoring method shall not commence
construction or testing of any alternative monitoring system
before the commissioner approves an alternative monitoring
plan. Such -owner or operator shall submit an alternative
monitoring plan not later than July 1, 1998, or sixty™ (60) days
after the effective date of this section. An approvable
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o alternative monitoring plan, at a minimum, shall contain the
. following, as appropriate:

() A description of the proposed monitoring system, including
the manufacturer, the serial number of each component, the
measurement ranges and the span of each component, and
documentation to demonstrate that the measurement range of
each component is appropriate for measuring all expected
values.. This requirement applies to all monitoring
systems proposed under this subdivision, including CEMS,
that have not been certified pursuant to 40 CFR Part 75;

An estimate of the accuracy of the monitoring system and
documentation of how the estimate of accuracy was
determined;

A description of the tests to be performed for initial
certification of the monitoring system, initial quality
assurance, periodic quality assurance, and relative
accuracy, meeting all the requirements contained in
Guidance for Implementation of Emission Monitoring
Regquirements for the NO, Budget Program (Ozone Transport
Commission, Washington, D.C., January 28, 1997); and

The following additional information:

{i) if the alternative monitoring method of
determining heat input involves boiler efficiency
testing, a description of the test used to
determine boiler efficiency,

if the alternative monitoring method uses fuel
sampling, a description of the test to be used in
the fuel sampling program,

if the alternative monitoring method uses a
default emission rate or unit-specific emission
factor, as specified in subparagraph (i) (5) (D) of
this section, the monitoring plan shall include:

(aa) all information necessary to support the
emission rate, including historical
monitoring data and historical fuel usage
data. If the source plans to conduct
emission testing to determine the emission
rate, the plan shall include a test
protocol explaining the testing to be
conducted,

procedures to demonstrate that any control
equipment operating during the testing to
develop source-specific emission factors or
during the development of load-based
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emissions curves, is in use when those R
emission factors or emissions curves are .
applied to estimate NO, emissions, and

alternative uncontrolled emission rates to
be used to estimate NO, emissions during
periods when contrcl equipment is
inoperakble or unused,

if the alternative monitoring method uses a fuel
flow meter that is not certified pursuant to 40
CFR Part 75 to determine heat input, the
monitoring plan shall include a description of all
components of the fuel flow meter, the
manufacturer’s original accuracy specifications of
the fuel flow meter, the estimated current
accuracy of the fuel flow meter, and the most
recent calibration of each component.

(5) The owner or operator of a Non-Part 75 budget source shall
determine the NO, emission rate, expressed in MMBTU, by using
one of the following methods:

(A) Monitor NO, emissions in accordance with 40 CFR Part 75;

(B) If such owner or operator is required to install and
operate a NO, CEMS under 40 CFR Part 60, or in accordance
with state permit or order, then that NO, CEMS shall be
used to meet the monitoring requirements of this
subsection. All 40 CFR Part 60 monitors used for this
purpose shall meet the quality assurance criteria
described in Guidance for Implementation of Emission
Monitoring Requirements for the NO, Budget Program (Ozone
Transport Commission, Washington, D.C., January 28, 1997).
If a 40 CFR Part 60 CEMS cannot be used to report data for
this section because such CEMS fails to meet the
requirements of Guidance for Implementation of Emission
Monitoring Requirements for the NO, Budget Program (Ozone
Transport Commission, Washington, D.C., January 28, 1997),
missing data shall be substituted using the procedures in
Guidance for Implementation of Emission Monitoring
Reguirements for the NO, Budget Program (Ozone Transport
Commission, Washington, D.C., January 28, 1997). A CEMS
not initially certified under 40 CFR Part 75 shall meet
the initial certification requirements contained in
Guidance for Implementation of Emission Monitoring
Requirements for the NO, Budget Program (Ozone Transport
Commission, Washington, D.C., January 28, 1997);

I1f the budget source is a boiler or turbine, the
procediires contained in 40 CFR Part 75, Appendix E,
consistent with the provisions of Guidance for =~
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Implementation of Emission Monitoring Requirements for the
NO, Budget Program (Ozone Transport Commission,
Washington, D.C., January 28, 1997);

(D) If such owner or operator does not determine the NO,
emission rate using the methods listed in subparagraphs
(1) (5) (A), (i) (5)(B), or (i) (5)(C) of this section, such
owner or operator shall request the approval of the
commissioner to use any of the following methodelogies, as
appropriate, to determine the NO, emission rate:-

(1) for a combustion turbine, the default emission
factors to determine the NO, emission rate in
pounds per hour, as follows:

(aa) for a gas-fired turbine, the default
emission factor shall be 0.7 1lb/MMBTU,

{bb) for an oil-fired turbine, the default
emission factor shall be 1.2 1lb/MMBTU,

{cc) for a gas- or oil-fired turbine, a unit-
specific default factor equal to the
maximum potential NO, emission rate as
determined through testing conducted in
accordance with a protocol approved by the
commissioner, and

(ii) for a boiler, the default emission factors to
determine the NO, emission rate in pounds per
hour, as follows:

(aa) for a gas-fired boiler, the default
emission factor shall be 1.5 1b/MMBTU or a
unit-specific default factor equal to the
maximum potential NO, emission rate as
determined through testing conducted in
accordance with a protocol approved by the
commissioner.

for an oil~fired boiler, the default
emission factor shall be 2.0 1b/MMBTU or a
unit-specific default factor equal to the
maximum potential NO, emission rate as
determined through testing conducted in
accordance with a protocel approved by the
commissioner.

The owner or operator of a budget source without a flow CEMS
shall request approval from the commissioner, on forms
prescribed by the commissioner, to use any of the following
methodologies to determine the hourly heat input rate:
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A flow monitor and a diluent monitor meeting the
requirements of 40 CFR Part 75 and the procedures in 40
CFR Part 75, Appendix F, Section 5;

For a budget source that combusts only oil or natural gas,
a fuel flow monitor meeting the requirements of 40 CFR
Part 75, Appendix D and the procedures of 40 CFR Part 75,
Appendix F, Section 5;

For a budget source that combusts only oil or natural gas
and measures fuel on a frequency other than hourly, the
owner or operator must report fuel usage on an hourly

basis by apportioning the fuel based on electrical load in
accordance with the following formula:

FUy = (ELy + Elqgomu) * FUrora

where:

FU, Hourly fuel usage

ELy Hourly electrical load

) PN Total electrical load

FU,oe = Total fuel usage

For a budget source that combusts any fuel other than oil
or natural gas, one of the following alternative methods

of determining heat input, as approved by the
commissioner:

(i) conducting fuel sampling and analysis, and
monitoring fuel usage, '

{ii) using boiler efficiency curves and other monitored
information, such as boiler steam output, and

(iii) any other methods approved by the commissioner
that meet the requirements ¢f Guidance for
Implementation of Emission Monitoring Requirements
for the NO, Budget Program (Ozone Transport
Commission, Washington, D.C., January 28, 1997).

The alternative methods for determining heat input are
subject to initial and periodic relative accuracy, and
quality assurance testing requirements as prescribed by
Guidance for Implementation of Emission Monitoring
Requirements for the NO, Budget Program (Ozone Transport

Commission, Washington, D.C., January 28, 1997).

(7) The hourly NO, emission rate in pounds per MMBTU, as determined
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in accordance with subdivision (i) (5) of this section, and
hourly heat input rate in MMBTU per hour, as determined in
accordance with subdivision (i) {6) of this section, shall be
multiplied to determine the NO, emission rate in pounds per
hour. The owner or operator of a budget source shall report
this figure to the Administrator pursuant to subsection (1) of
this section.

(3) Record keeping.

(1)

The owner or operator of a budget source shall make records of
all measurements, data, reports, and other information required
by this section or other state law, regulation, permit, or
order.

The owner or operator of a budget scurce shall maintain such
records for a period of five (5) years or such longer period if
required by the budget source’s operating permit.

The records and decuments required by this subsection shall be
made available to the commissioner upon the request of the
commissioner.

Reporting.

The AAR or Alternate AAR of a budget source using CEMS-based
methodologies shall submit to the Administrator emissions and
operations information for all four (4) calendar quarters of
each year. The AAR or Alternate AAR of a budget source using
non-CEMS-based methodologies shall submit to the Administrator
emissions and operations information for the second and third
calendar quarters of each year. All emissions and operations
information shall be submitted in accordance with 40 CFR Part
75, Subpart G and Guidance for Implementation of Emission
Monitoring Requirements for the NOx Budget Program {Ozone
Transport Commission, Washington, D.C., January 28, 1997). The
AARR or Alternate AAR shall submit such emissions and operations
information within thirty (30) days after the end of the
gquarter in which the information was recorded. The ABRR or
Alternate AAR shall submit this information in an electronic
format consistent with the requirements of Emission Reporting
Requirements and Instructions {(EDR 2.0} (United States
Environmental Protection Agency, Acid Rain Division, July 3,

1987), or in any other format approved by the commissioner and
the Administrator.

The AAR or Alternate AAR of a budget source shall provide, in
the same quarterly reports, NO, emissions in pounds per hour for
every hour of the control period, and cumulative quarterly and
control period NO, emission data in pounds. The AAR or
Alternate AAR shall submit this information in a format
consistent with Emission Reporting Requirements and
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Instructions (EDR 2.0) (United States Environmental Protection
Agency, Acid Rain Division, July 3, 19%7).

The ARR or Alternate RAR of a budget source subject to 40 CFR
Part 75 shall submit the data regquired by this subsection as

part of the quarterly reports submitted to the Administrator to
comply with 40 CFR Part 75.

(1) Annual reconciliation of allowances.

(1)

Monitored emissions data as reported to the Administrator by
the owner or operator of a budget source and as adjusted by the
Administrator to be in accordance with subsection (i) of this
section, and allowance allocations and transfers recorded in
the NATS shall provide the basis for the determination of
compliance with this section.

Each year, the AAR or Alternate AAR of a budget source shall
submit a request to the Administrator between November 1
through December 31, inclusive, to deduct from the budget
source’'s compliance account the number of allowances equal to
the NOx emissions in tons emitted by the budget source during
the most recent control period. The AAR shall identify the
compliance account from which the deductions shall be made.
The AAR may also identify the serial numbers of the allowances
to be deducted.

Regardless of the request submitted pursuant to subdivision
(1) {2) of this section, the number of allewances equal to the
NO, emissions in tons emitted by the budget source during the
most recent control period shall be deducted from the budget
source’s compliance account or overdraft account as necessary.

If the number of tons of NO, emitted by the budget source in the
most recent control period exceeds the number of allowances in
the budget source’s compliance account or overdraft account,
the owner or operator of the budget source must obtain
additional allowances so that the total number of allowances in
the compliance account or overdraft account, including
allowance transfers properly submitted to the Administrator by
the allowance transfer deadline, equals or exceeds the control
period NO, emissions in tons, rounded to the nearest whole ton.

If, by the allowance transfer deadline, the budget source fails
to hold in its compliance account or overdraft account
allowances equal to NO, emissions in tons during the control
period, the owner or operator of the budget source shall be
subject to enforcement action and allowance adjustments
pursuant to subsection (n) of this section.
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. (m) Compliance certification.

{1) For each control periocd, the AAR or Alternate AAR of a budget
source shall submit an annual compliance certification to the
commissioner no later than the allowance transfer deadline
following the control period.

The compliance certification shall contain:

{A) The name and address of the owner and operator of the
budget source, the name of the AAR or Alternate AAR, the
NATS account number, and the address of the budget source,
if different from that of the owner or operator;

A statement that emissions data have been submitted to the
NETS in accordance with subsection (k) of this section,
and the requirements of the Administrator;

A statement that the budget source operated in compliance
with the allowances allocated for the control period,
including those obtained through transfer by the allowance
transfer deadline, and that allowances are held in the
budget source’s compliance account equal to the emissions
recorded during the control period;

A statement certifying that the monitoring plan of the
budget source was maintained to reflect actual operation
of the budget source;

A statement certifying that all emissions from the budget
source are accounted for, through either applicable
monitoring or application of appropriate missing data

procedures;

(F) A statement indicating whether the methods of operation or
monitoring of the budget source changed-during the current
year; and

{(G) Any other information the commissioner may request.

(3) The commissioner shall have the right to verify compliancé with
this section by whatever means necessary, including, but not
limited to:

(A) Inspecting unit operations records;

(B) Obtaining information on allowance deduction and transfers
from the NATS;

(C) Obtaining emissions information from the NETS;

Qli (D) Requiring testing of emission meonitoring devices; and
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(E) Requiring the budget source to conduct emissions testing
under the supervision of the commissioner.

(n) Allowance adjustments and penalties.

(1)

For any control period during which emissions from a budget
source exceed allowances held in the budget source’s compliance
account or overdraft account as of the allowance transfer
deadline, allowances shall be deducted from the budget source'’s
compliance account or ovexdraft account for the next ‘control
period at a rate of three {3) allowances for every one (1) ton
of excess emissions and placed in the Connecticut Retirement
Account. ;

When emissions from a budget source exceed allowances held in
the budget source’s compliance account or overdraft account as
of the allowance transfer deadline, for purposes of determining
the number of days of violation, any excess emissions for the
control period shall presume that each day in the control
period constitutes a day in violation, unless the owner or
operator of a budget source can demonstrate, to the
satisfaction of the commissioner, that a lesser number of days
should be considered.

When emissions from a budget source exceed allowances held in
the budget source’s compliance account or overdraft account as
of the allowance transfer deadliine, each ton of excess
emissions constitutes a separate violation.

(o) Program evaluation.

(1)

On or before May 1, 1989, the commissioner shall make available
to the public a report that documents the number of early
reduction credits converted to allowances for use in 1999,

The commissioner shall conduct an evaluation of the
implementation of this section beginning in 2002 and every
three (3) years thereafter. Each audit shall include, as
appropriate:

(A) A confirmation of the accuracy of emissions reporting
through validation of CEMS and data acquisition systems at
the budget source;

A review of the geographic and temporal transfer and use
of allowances by budget sources;

An examination of the extent to which banked allowances
have contributed to emissions in excess of the regional
and state emission budget for each year preceding the
audit; -

An assessment of the consistency of this section with the
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requirements for reasonable further progress and the
attainment demonstration set forth in section 172 of the
Clean Air Act; and

(E) A quantification and comparison of control period NO,
emissions from budget sources throughout the OTR and in
each state of the OTR.

STATEMENT OF PURPOSE: To reduce the emissions of nitrogen oxides from
large stationary sources during the period of May 1 through September 30
by means of a market-based, cap-and-trade system, pursuant to the Ozone
Transport Commission Memorandum of Understanding dated and signed
September 27, 1994, :











MEMORANDUM

To:  All Bureau of Air Management Staff
From: Scott Koschwitz cé
Date: March 4, 1999

re:  New Regulation: Section 22a-174-22a of the Regulations of Connecticut State Agencies
(R.C.S.A.) concerning The NO, Budget Program

Denise Rodosevich

——

Background ~.

Section 22a-174-22a of the Regulations of Connecticut State Agencies (R.C.S.A.) establishes the
NO, Budget Program in Connecticut. The NO, Budget Program is a regional, market-based, cap-
and-trade program to reduce emissions of nitrogen oxides (NO,) from large sources of NO,
throughout the Ozone Transport Region (OTR).!

Through the Clean Air Act (CAA) Amendments of 1990, Congress established the Ozone
Transport Commission (OTC) to address the regional transport of ozone within the OTR, with the
states of the OTR as its members. Within several years of the passage of the 1990 CAA
amendments, the OTC member states recognized that overwhelming transport of air pollution
throughout the OTR would preclude the OTC members states from meeting the federal national
health-based standards for ozone, thus justifying a call for additional regional NO, controls beyond
those mandated by the CAA. On September 24, 1994, the representatives of the OTC member
states, except Virginia, adopted a memorandum of understanding (MOU) committing themselves to
the development and proposal of regulations that would reduce NQ, emission across the OTR
beginning in 1999. The OTC developed a model rule for the NO, Budget Program to implement
the NO, emission reductions agreed to in the MOU.

The NO, Budget program reduces emissions annually from May through September by setting a
budget of OTR NO, emissions from budget sources. Budget sources are fossil-fuel-fired boilers
and indirect heat exchangers of 250 million Btu (MMBTU) or greater, and electric generating units
of 15 megawatts or greater. This category includes industrial, cogeneration, and utility units. In
addition, other sources may voluntarily participate.

! The OTR is comprised of Connecticut, Delaware, the District of Columbia, Maine, Maryland,

Massachusetts, New Hampshire, New Jersey, New York, Pennsylvania, Rhode Island, Vermont, and five northern
counties of Virginia.






The OTR budget is in units called “allowances,” which are the currency of the NO, Budget
Program. Each allowance represents one ton of NO,. The OTR budget is divided among the OTC
member states based on the historic NO, emissions of the budget sources within each state.
Although each state has a NO, budget, statewide NO, emissions are not capped. The critical
element of the NO, Budget Program is the transfer of allowances between sources throughout the
OTR. The OTR NO;, budget beginning in 1999 is 219,055 tons. Connecticut’s NQ, Budget for the
years 1999 through 2002 is 5,866 tons, a reduction of 5,337 tons from 1990, and 1,732 tons from
1995. _

By May 1 of each year, the NO, Budget Program allocates the state NO, budget to each of the
budget sources within a state. Each source complies with the NO, Budget Program by holding a
number of allowances at least equal to the number of tons of NO, it emits from May through
September. If the number of allowances allocated by the state is insufficient, a budget source may
buy allowances from other budget sources. Regardless of the number of allowances a budget
source holds, the budget source cannot emit NQ, at levels that would violate other federal or state
limits.

Summary of the Regulation
Subsection (a), Definitions — defines the relevant terms used in the body of the regulation.
Subsection (b), Applicability

Subdivision (1) states that the regulation will apply to the owner or operator of a budget
source on and after May 1, 1999.

Subdivision (2} outlines the procedure for the voluntary participation of non-budget
sources in the NO, Budget Program

Subdivision (3) provides that the NO, Budget ﬁrogram shall remain in effect in an area of
Connecticut redesignated as attainment for the National Ambient Air Quality Standard for ozone.

Subsection (c), The NO, Emission Budget

_ Subdivision (1) establishes the NO, emission budget for Connecticut as 5,866 tons from
May through September for each year of the years 1999, 2000, 2001, and 2002.

Subdivision (2) provides that the commissioner shall increase the NO, emission budget to
accommodate non-budget sources that voluntarily participate in the NO, Budget Program,
pursuant to Subdivision (b)(2).

Subdivision (3) provides that the commissioner shall implement the NO, emission budget
through the atlocation of allowances pursuant to subsection (d).
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Subdivision (4) affirms that this regulation does not waive or make less stringent the
requirement to install and operate Reasonably Available Control Technology, as codified in
R.C.S.A. Section 22a-174-22.

Subsection (d), Annual Allowance Allocation

Subdivision (1) provides that the commissioner shall reserve or allocate allowances by
May 1 annually pursuant to the provisions of the following subdivisions.

Subdivision (2) provides that the commissioner shall allocate up to 5,866 allowances for
each of the years 1999, 2000, 2001, and 2002.

Subdivision (3) provides that the commissioner shall establish the Connecticut State
Account to hold the Connecticut NO, emission budget and the Connecticut Retirement Account to
hold retired allowances with the U.S. Environmental Protection Agency.

Subdivision (4) provides that the commissioner shall, by May 1, reserve allowances in the
Connecticut State Account for industrial, cogeneration, new, and new utility units, and allocate to
baseline utility units a number of allowances equal to the product of the applicable formula.

Subdivision (5) provides that the commissioner shall, after September 30 and before
December 31 each year, allocate allowances to industrial, cogeneration, new, new utility, and
baseline utility units a number of allowances equal to the product of the applicable formula.

Subdivision (6) provides that budget sources that begin operation after the reservation and
allocation of allowances before May 1 must obtain allowances from other budget sources to
comply with the requirements of this regulation.

Subdivision (7) states that a budget source that ceases to operate after the initial reservation
and allocation of allowances shall receive allowances for each control period from 1999 through
2002, unless such sources submits a request to the commissioner to reallocate such allowances.

Subsection (¢), Early Emission Reduction Credit

Subdivision (1) provides that the owner or operator of a budget source may eamn early
reduction credits by reducing NO, emissions from May 1 through September 30 in the years 1997
and 1998, and that such owner or operator may request that the commissioner convert such early
reduction credit to allowances for use beginning in 1999.

Subdivision (2) estal,;lishes that in order for early reduction credit to be converted to
allowances, the emission reductions must be real, quantifiable, surplus, enforceable, and the
product of an emission rate lower than the most stringent of four listed emission rates.






Subdivision (3) provides that the calculation of early reduction credit shall presume a
capacity utilization equal to the lower if the budget source’s heat input in 1990, or the average

capacity utilization for two consecutive years preceding the application for the conversion of early
reduction credit to allowances.

Subdivision (4) provides that owner or operator of a budget source may suggest an
alternative consecutive two-year period, subject to approval by the commissioner.

Subdivision (5) outlines the requirements for early reduction credit for a budget source that
Tepowers. -.

Subdivision (6) provides that early reduction credit may be converted to allowances in
1999, and deposited in the compliance account of the budget source that generated the early
reduction credit.

Subsection (f), Allowance Use and Transfer

Subdivision (1) provides that an allowance does not constitute any form of property, and its
reservation, allocation, deposit, and transfer is subject to relevant section of the Regulation of the
Connecticut State Agencies and the Connecticut General Statutes.

Subdivision (2) establishes that the owner or operator of a budget source shall comply with
this regulation by holding, by December 31, a number of allowances equal to or exceeding the
number of tons of NO, emitted by such budget source from May 1 through September 30.

Subdivision (3) provides that, except as provided by subdivision (f)(4), allowances cannot
be used to satisfy the requirements of any other permit, order, or applicable requirement.

Subdivision (4) provides that the commissioner may allow the owner or operator of a
budget source to use allowances to satisfy the Reasonably Available Control Requirement for NO,
codified in R.C.S.A. Section 22a-174-22(e), in accordance with R.C.S.A. Section 22a-174-22(j).

Subdivision (5) states that emissions offsets must be obtained in accordance with R.C.S.A.
Section 22a-174-3, and that allowances may not be simply used as offsets. However, allowances
may represent emission reductions implemented by the owner or operator of a budget source and
be used as offsets.

Subdivision (6) provides that if the owner or operator of a budget source transfers
allowances to a non-budget source for offsetting purposes, the allowances shall be deducted from
the compliance account of the budget source, unless the non-budget source opted into the NO,
Budget Program.

Subdivision (7) provides for the transfer of allowances to budget sources in other states
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that have incorporated the NO, Budget Program into their State Implementation Plans. The
commissioner may restrict the use for compliance of allowances from any other state that does not
have an approved State Implementation incorporating a similar NO, Budget Program. '

Subdivision (8) outlines the requirements to transfer allowances.

Subdivision (9) provides that the EPA shall track allowances transfers between the owners
and operators of budget sources.

Subdivision (10) allows the owner or operator of a budget source to request the
commissioner to allocate all or a portion of its allowance allocation to the owner or operator of
another budget source.

[ ]

Subdivision (11) provides that the commissioner may request information regarding

allowance transfer and cost from the owners or operators of budget sources.

Subsection (g), Allowance Banking

Subdivision (1) pro\}ides that allowances not used for compliance may be banked for later
use in a compliance account.

Subdivision (2) provides that allowances not used for compliance may be banked for later
use in a general account.

Subdivision (3) provides that allowances not used for compliance and retained ina
compliance or general account shall be designated as banked allowances.

Subdivision (4) provides that the use of banked allowances across the OTR may be

restricted should the number of banked allowances in the OTR exceed 10% of the OTR emission
budget.

Subsection (h), The NO, Allowance Tracking System

Subdivision (1) describes the NO, Allowance Tracking System (NATS), an electronic

database operated by the EPA for the purpose of tracking the use, transfer, and deposit of
allowances.

Subdivision (2) provides that each budget source shall have a compliance account
established in the NATS.

Subdivision (3) provides that budget sources at a common premise shall have an overdraft

account established to hold allowances for use by such budget sources beyond their respective
compliance accounts.






Subdivision (4) provides that any person may establish a general account in the NATS.

Subdivision (5) requires each owner of a compliance, general, and overdraft account to
designate an Authorized Account Representative (AAR). Each owner may also designate an
Alternate Authorized Account Representative (Alternate AAR).

Subdivision (6) requires the owner or operator of a compliance, general, and overdraft
account to designate such AAR or Alternate AAR using an “Account Certificate of Compliance.”

Subdivision (7) establishes the deadline for designating an AAR or Alternate AAR as the
later of July 1, 1998, or sixty days after the effective date of this regulation.

Subsection (i), Emissions Monitoring ’

Subdivision (1) outlines the monitoring requirements of the owner or operator of a budget
source.

Subdivision (2) outlines how the owner or operator of a budget source subject to 40 Code
of Federal Regulations Part 75 shall demonstrate compliance with this regulation.

Subdivision (3) outlines how the owner or operator of a budget source not subject to 40
Code of Federal Regulations Part 75 shall demonstrate compliance with this regulation.

Subdivision (4) provides that the owner or operator of a budget source not subject to 40
Code of Federal Regulations Part 75 may use an alternative emissions monitoring method, subject
to the approval by the commissioner.

Subdivision (5) establishes how the owner of a budget source not subject to 40 Code of
Federal Regulations Part 75 shall calculate its NO, emission rate,

Subdivision (6) outlines how the owner or operator of a budget source without a flow
continuous emissions monitoring system shall determine hourly heat input rate.

Subdivision (7) establishes how the owner or operator of a budget source shall calculate the
hourly heat NO, emission rate in pounds per million BTU.

Subsection (j), Record Keeping

Subdivision (1) outlines the general requirement to make records of all measurements,
data, reports, and other information required by this regulation and other state law.

Subdivision (2) requires the owner or operator of a budget source to retain such records for
at least five years or longer if required by such budget source’s operating permit.
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Subdivision (3) requires that such records be made available upon the request of the
commissioner.

Subsection (k), Reporting

Subdivision (1) outlines the requirements of the AAR or Alternate AAR of a budget source
to report to the EPA the operations information of such budget source on a quarterly basis.

Subdivision (2) requires that the AAR or Alternate AAR submit with the quarterly reports

NO, emissions in pounds per hour ever hour from May through September, and cumulative hourly
and total NO, emissions data in pounds.

Subdivision (3) requires the AAR or Alternate AAR of a budget source subject to 40 Code
of Federal Regulations Part 75 such data to the EPA with the reports required under 40 Code of
Federal Regulations Part 75.

Subsection (), Annual Reconciliation of Aﬂoﬁances

Subdivision (1) establishes that monitored emissions data reported to the EPA shall be the
basis of the determination of compliance with this regulation.

Subdivision (2) requires the AAR or Alternate AAR of a budget source to request, between
November 1 and December 31, that the EPA deduct a number of allowances from such budget

source’s compliance account a number of allowances equal to the number of tons of NO, emitted
by such budget source from May 1 through September 30.

Subdivision (3) provides that, regardless of the request of the AAR or the Alternate AAR,
the EPA shall deduct a number of allowances from such budget source’s compliance account a

number of allowances equal to the number of tons of NO, emitted by such budget source from
May 1 through September 30.

Subdivision (4) provides if the number of allowances in a budget source’s compliance
account or overdraft account, the owner or operator must obtain additional allowances so the
number of allowances in the compliance or overdraft account equals or exceeds the number of tons
of NO, emitted by such budget source from May 1 through September 30.

Subdivision (5) provides that the owner or operator of a budget source fails to hold a
number of allowances at least equal to the number of tons of NO, emitted by such budget source
from May 1 through September 30, such owner or operator shall be subject to enforcement action.

Subsection (m), Compliance Certification

Subdivision (1) requires the AAR or the Alternate AAR of a budget source to annually






certify to the EPA that such budget source has complied with this regulation.
Subdivision (2) lists the required elements of the compliance certification.

Subdivision (3) provides that the commissioner shall have the right to verify compliance
with this regulation by whatever means necessary, including the means listed in this subdivision.

Subsection (n), Allowance Adjustments and Penalties

Subdivision (1) provides that if, by December 31, the number of allowances in a budget
source’s compliance account is less than the number of tons of NO, emitted by such budget source
from May 1 through September 30, the commissioner shall deduct from such budget source’s
compliance or overdraft account the following year three allowances for every excess ton of NO,
emitted.

Subdivision (2) provides the formula for determining the number of days of violation,
should the number of allowances in a budget source’s compliance account be less than the number
of tons of NO, emitted by such budget source from May 1 through September 30.

Subdivision (3) provides that each excess ton of NO, shall constitute a separate violation.

Subsection (0), Program Evaluation

Subdivision (1) provides that by May 1, 1999, the commissioner shall prepare and make
available a report that documents the number of early reduction credits converted to allowances.

Subdivision (2) provides that the commissioner shall conduct an evaluation of the
implementation of this regulation beginning in 2002 and each year thereafter. The subdivision list
the required elements of the evaluation.

s
-
.






