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01d Car Scrappage in CAA of 1990

Section 108 of the Clean Air Act Amendments of 1990 requires
EPA, in consultation with DOT, state and local officials, and after
public notice and comment, within nine months and periodically
thereafter to update the 1978 Transportation Air Quality Planning
Guidelines and publish guidance on the development and implementa-
tion of transportation and other measures necessary to demonstrate
and maintain attainment of national ambient air quality standards.

In addition, the Administrator of EPA is required to publish,
not later than one year after enactment of the CAA, and from time
to time thereafter, information prepared in consultation with DOT
and after public notice and comment, regarding the formulation and
emission reduction potential of transportation control measures
related to criteria pollutants and their precursors, including, but
not limited to, programs to encourage the voluntary removal from
use and the market place of pre-1980 model year light duty vehicles
and pre-1980 model light duty trucks. '
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PUBLIC LAW 101-549—NOV. 15, 1990

exterior boundaries of the reservation or other areas within the
tribe’s jurisdiction; and

“(C) the Indian tribe is reasonably expected to be capable, in
the judgment of the Administrator, of carrying out the func-
tions to be exercised in a manner consistent with the terms and
purposes of this Act and all applicable regulations.

“(3) The Administrator may promulgate regulations which estab-
lish the elements of tribal implementation plans and procedures for
approvfal or disapproval of tribal implementation plans and portions
hereol.

’ “(4) In any case in which the Administrator determines that the
treatment of Indian tribes as identical to States is inappropriate or
administratively infeasible, the Administrator may provide, by regu-
lation, other means by which the Administrator will directly admin-
ister such provisions so as to achieve the appropriate purpose.

“(5) Until such time as the Administrator promulgates regulations
pursuant to this subsection, the Administrator may continue to
provide financial assistance to eligible Indian tribes under section
105‘1"

SEC. 108. MISCELLANEOUS GUIDANCE.

(a) TRANSPORTATION PLANNING GUIDANCE.—Section 108(e) of the
Clean Air Act is amended by deleting the first sentence and insert-
ing in lieu thereof the following: “The Administrator shall, after
consultation with the Secretary of Transportation, and after provid-
ing public notice and opportunity for comment, and with State and
local officials, within nine months after enactment of the Clean Air
Act Amendments of 1989 and periodically thereafter as necessary to
maintain a continuous transportation-air quality planning process,
update the June 1978 Transportation-Air Quality Planning Guide-
lines and publish guidance on the development and implementation
of transportation and other measures necessary to demonstrate and
maintain attainment of national ambient air quality standards.”.

(b) TRANSPORTATION CONTROL MEASURES.—Section 108(fX1) of the
Clean Air Act is amended by deleting all after “(f)” through the end
of subparagraph (A) and inserting in lieu thereof the following:

“(1) The Administrator shall publish and make available to appro-
priate Federal, State, and local environmental and transportation
agencies not later than one year after enactment of the Clean Air
Act Amendments of 1990, and from time to time thereafter—

“(A) information prepared, as appropriate, in consultation
with the Secretary of Transportation, and after providing public
notice and opportunity for comment, regarding the formulation
and emission reduction potential of transportation control
measures related to criteria pollutants and their precursors,
including, but not limited to—

“(1) programs for improved public transit;

“(i1) restriction of certain roads or lanes to, or construc-
tion of such roads or lanes for use by, passenger buses or
high occupancy vehicles;

“(iii) employer-based transportation management plans,
including incentives;

“(iv) trip-reduction ordinances;

“(v) traffic flow improvement programs that achieve
emission reductions;
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“(vi) fringe and transportation corridor parking facilitieg
serving multiple occupancy vehicle programs or transjt
service;

“(vii) programs to limit or restrict vehicle use in down,.
town areas or other areas of emission concentratioy,
particularly during periods of peak use;

“(viii) programs for the provision of all forms of high.
occupancy, shared-ride services;

“(ix) programs to limit portions of road surfaces or cer.
tain sections of the metropolitan area to the use of non.
motorized vehicles or pedestrian use, both as to time anq
place;

“(x) programs for secure bicycle storage facilities and
other facilities, including bicycle lanes, for the convenience
and protection of bicyclists, in both public and private
areas;

“(xi) programs to control extended idling of vehicles;

“(xii) programs to reduce motor vehicle emissions,
consistent with title II, which are caused by extreme cold
start conditions;

“(xiii) employer-sponsored programs to permit flexible
work schedules;

“(xiv) programs and ordinances to facilitate non-auto.
mobile travel, provision and utilization of mass transit, and
to generally reduce the need for single-occupant vehicle
travel, as part of transportation planning and development
efforts of a locality, including programs and ordinances
applicable to new shopping centers, special events, and
other centers of vehicle activity;

“(xv) programs for new construction and major re-
constructions of paths, tracks or areas solely for the use by
pedestrian or other non-motorized means of transportation
when economically feasible and in the public interest. For
purposes of this clause, the Administrator shall also consult
with the Secretary of the Interior; and

“(xvi) program to encourage the voluntary removal from
use and the marketplace of pre-1980 model year light duty
vehicles and pre-1980 model light duty trucks.”.

() RACT/BACT/LAER CLEARINGHOUSE.—Section 108 of the
Clean Air Act (42 U.S.C. 7408) is amended by adding the following at
the end thereof:

“(h) RACT/BACT/LAER CLEARINGHOUSE.—The Administrator
shall make information regarding emission control technology avail-
able to the States and to the general public through a central
database. Such information shall include all control technology
information received pursuant to State plan provisions requiring
permits for sources, including operating permits for existing
sources.”.

(d) StATE REPORTS ON EMIssIONS-RELATED DATA.—Section 110 of
the Clean Air Act (42 U.S.C. 7410) is amended by adding the
following new subsection after subsection (o):

“(p) REPORTS.—Any State shall submit, according to such schedule
as the Administrator may prescribe, such reports as the Adminis-
trator may require relating to emission reductions, vehicle miles
traveled, congestion levels, and any other information the Adminis-
trator may deem necessary to assess the development effectiveness,
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PERSPECTIVE

The Future of
Clean Air Futures

By Susan Dudley

On April 21, 1992, the Commodity Futures Trading
Commission unanimously voted to designate the Chicago
Board of Trade (CBOT) as a contract market in “clean air
futures.” This permits the CBOT to trade futures contracts
in the sulfur dioxide emission allowances that will be
generated under the acid rain provisions of the Clean Air
Act Amendments (CAAA) of 1990. Electric utilities and
other participants in the SO, allowance market should find
clean air futures to be a valuable tool for strategic planning
and risk management.

Under Title IV of the CAAA, the Environmental Protec-
tion Agency (EPA) will implement mandated SO, reduc-
tions in two phases by allocating a limited number of
“allowances” to plants that currently emit SO,. Each allow-
ance will permit an electric utility unit to emit one ton of
S0O,. Allowances will be allocated to achieve approximately
a 50 percent reduction in emissions from 1980 levels by the
year 2000. The allowed level of emissions will be easier for
some utilities to achieve than for others, so the amend-
ments permit allowances to be bought and sold. Most
utilities will find that a least-cost strategy involves some
combination of (a) using the allowances initially allocated
by EPA (i.e., emitting an equivalent number of tons of
S0O,), (b) buying additional allowances from other sources,
(c) selling excess allowances, or (d) “banking” them for use
in future years. There are no restrictions on who can buy or
hold allowances, so brokers, environmental groups, or
even private citizens may choose to enter the market.

EPA will allocate about 6.4 million allowances in each
year during Phase I of the program (1995 to 1999). During
Phase II, which covers many more sources, EPA will allo-
cate about 9.48 million allowances annually for the years
2000 to 2009, and 8.95 million per year thereafter. With
median prices expected to be $320 per allowance in Phase
I and $400 per allowance in Phase I, the total size of the
market will be quite large — over $2 billion per year
between 1995 and 1999, and over $3.5 billion per year
thereafter.

AUGUST 1, 1992 — PUBLIC UTILITIES FORTNIGHTLY

Uncertainties

The creation of a market in emission allowances in-
creases flexibility in complying with the acid rain provi-
sions, but it does not eliminate risk and uncertainty. Un-
usual weather conditions may affect consumer demand for
electricity, scrubbers may prove less reliable than expected,
or the price of allowances may turn out to be higher (or
lower) than predicted. Further contributing to this uncer-
tainty is the fact that entities which emit SO, but are not
covered by the amendments may choose voluntarily to
comply with the acid rain provisions and receive allow-
ances from EPA. Such sources, which could include small
utilities and industrial boilers, will presumably choose to
participate only if the credit they expect to receive (i.e., the
allowances) exceeds their obligation. On net, therefore,
their participation will increase the supply of allowances.

This has important implications for utilities because it
means that the supply of allowances is not fixed. As the
price of SO, allowances increases, more sources will choose
to “opt in” to the market, thereby limiting the potential for
upside price movement.

Regulatory uncertainties also complicate utilities” stra-
tegic planning decisions. The CAAA contain various pro-
visions that would allow EPA to withdraw permits from
the market or allocate more to certain sources, making it
difficult to anticipate ultimate supply and demand. Ques-
tions about how public utility commissions will view trans-
actions in allowances add further regulatory uncertainty.

The Futures Market

Futures markets have been used for over a century to
reduce price risks associated with unanticipated changes
in supply and demand. A futures contract commits two
parties to exchange the underlying commodity (in this
case, twenty-five SO, allowances) at a given price on a
specified future date. Because all commitments are guar-
anteed by the futures exchange, the credit risk or even the
identity of the counterparty to any trade are irrelevant to
market participants. Unlike individually brokered com-
mitments between two parties, futures commitments in
liquid markets are easy to “unwind”: one simply executes
an offsetting transaction. In fact, the underlying commod-
ity in a futures transaction is rarely delivered. In contrast
to the “cash market,” where the sum of all allowances is
equal to those issued by EPA minus those consumed to
date, the sum of all long and short futures contracts is
always zero. As expiration day approaches, market partici-
pants unwind their positions.

These characteristics of futures markets are likely to
make clean air futures a low-cost way to hedge against
inevitable uncertainty in supply and demand forecasts.
For example, best estimates of future supply and demand
conditions may indicate that the least-cost compliance strat-
egy is to reduce output and sell excess allowances. How-




ever, a cold winter could increase demand enough to force
the utility to purchase extra allowances to cover the in-
crease in emissions. Since the increased demand would
put available allowances at a premium, the utility would
have to purchase them at a high price. To hedge against
this possibility, a utility could buy futures at a price deter-
mined today, making it easier to plan operations and
output prices with more certainty.

Utilities will not be the only beneficiaries of futures
markets. Brokers and other participants in the allowance
trading market will find futures markets valuable for hedg-
ing. Moreover, anyone who believes prices do not properly
reflect underlying supply and demand can take an unhedged
position, which is far easier to do in a liquid futures
market than in the cash market.

Even those who do not participate directly in the fu-

tures market are likely to benefit by its existence. First,
because futures prices are widely reported and readily
accessible, the market price for S0, allowances will be more
easily observed than if one had to rely on reports of prices
negotiated between private parties. Moreover, research has
indicated that futures markets tend to make the underly-
ing market more efficient and less volatile.

A variety of regulatory as well as business risks com-
plicate compliance decisions under the acid rain regula-
tions. Understanding how the futures market can reduce
such uncertainty need not be another complication and is
likely to be very helpful for utilities, brokers, and other
market participants.

Susan Dudley is a senior economist at Economists Incorporated
in Washington, D.C.
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RRX%R Intel Facsimile Transmission kkARk

Date : July 16, 1992
Pages -
To 1 Jeff Holmstead

Fax Phonae : 202-456-7929
From ¢t Michael Engelhardt
Phone ¢ 202-429-2054
Fax Phone : 202-296-73323

Subject : GORDON E. MCORE OP-ED

THE GORDON MOORE OP-ED THAT JOHN WARDEN MENTIONED TO YOU IS
ATTACHED. WE MAY YET CHANGE A FEW WORDS, BUT NOTHING
SUBSTANTITVE.

WE INTEND TO SUBMIT THIS OP-ED TO THE WALL STREET JOURNAL.
INTEL BELIEVES THAT THE BUSH ADMINISTRATION ACTED COURAGEOUSLY

IN FACING DOWN THE ENVIRONMENTALISTS ON THE CLEAN AIR ACT
REGULATIONS. WE HOPE THAT THIS OP-ED PLEASES YOU.
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‘:igljsq?‘i GORDON E. MOORE

CHAIRMAN, INTEL CORPORATION
| The Bush Administration was recently criticized by
‘ envirommental groups for urging modifications in air gquality
regulations proposed by the EPA. These rules are the first wave
of regulations regquired by the 1990 Clean Air Act. Federal,
state and local regulators are expected to issue a million pages
of requlations to fully implement the Act, and our economy will
spend $60-80 billion per year to comply with the new rules.
Surely we all hope that this enormous investment of resources
will be managed effectively. The Bush Administration’s recent

actions suggest that these hopes may be fulfilled.

The environmentalists’ criticisms, quoted widely in the
popular press, completely missed the point of the Bush
Administration’s efforts. President Bush persuaded the EPA to
streamline its proposed permit process, a process that was so
lengthy, repetitive and awkward that it would have seriously
imperiled this nation’s eccnomic health. This action was bound
to rile some environmentalists, but it made it possible for
companies such as Intel Corporation to proceed with plans to
build new manufacturing facilities in the United States and
create new jobs. Incidentally, it also means we can accelerate
the pace at which we introduce new manufacturing processes that

reduce air pollution.

The problem is that the EPA’s regulatory paradigm is rooted

in the 1970s, when the strategy was to get control of the worst
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poliuters in America’s traditional "smokestack" industries.
Unfortunately, the regulatory system that may be more or less
appropriate to mature, technologically stable industries is a

disaster for America’s rapidly-evolving, high technology

companies.

Intel Corporation is the world’s largest manufacturer of
integrated circuits, commonly known as "computer chips" or
semiconductors. Intel and other American manufacturers of
computers, semiconductors, and electronic equipment battle for
share in international markets that are brutally competitive,
rife with innovation, and constantly in upheaval. New products,
considered "revolutionary” just a few years ago, are now
obsclete. A look at the evolution of Intel’s X86 generations of
microprocessors will convey how rapid innovation and increasing
complexity differentiates our industry. The 80286 microprocessor
that Intel introduced in 1982 contained 130,000 transistors, a
staggering number at the time. Yet only three years later we
introduced the 80386 with 275,000 transistors. Then we nearly
quadrupled the transistor total in 1989 with the introduction of
the 80486 with its 1.2 million transistors. Now, three years
later, the microprocessor we’ll introduce in 1992 will have over

3 million transistors.

The unrelenting evolution of high~technology products
creates unique challenges for American manufacturers, challenges
which unfortunately are not well understood by some
environmentalists and regulators. Each new generation of our

2
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microprocessors, for example, requires us to develop new
manufacturing processes and even build new plants from the ground
up. To stay competitive, we must conceive, plan and build new
manufacturing plants in less time than companies in other
industries require to conduct feasibility studies. And if we
fall behind with new products, it’s nearly impossible to catch
up. A requlatory process that prevents us from changing our
manufacturing processes as quickly as our foreign competitors

will simply doom our U.S. operations.

our concerns with the EPA’s original regulatory proposals
centered on excessive lead times for permitting and having to re-
permnit entire plants just to undertake minor process changes.
The EPA permit process for a new plant would have taken nearly to
two years --30% longer than the 18-month life cycle projected for
our future microprocessors. We know we can meet the emission
requirements of the 1990 Clean Air Act, but the permitting
process, as originally proposed, would have lengthened our time=-
to-market for new products so much that we simply could not have
manufactured future microprocessors competitively in the United _
States. 1In fact, obtaining environmental permits would have been
the single longest time requirement of bringing new products to
market! Our only option would have been to build new

manufacturing plants overseas.

Fortunately, the Bush Administration fine-tuned the proposed
regulations to give companies operating flexibility. We can how
move ahead with several expansions in our U.S. manufacturing

3
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plants. In Santa Clara, California, we’re investing $400 million
to add a full-scale manufacturing plant toc a research and
development facility. This plant will employ over 450. In
Oregon, we’re building a new R&D facility and converting existing
R&D space into leading-edge manufacturing. This project will
pump $400 million dollars into the Oregon economy and add over
400 new jobs. Intel is also developing plans to build our next-
generation plant, our largest and most advanced semiconductor
facility. The plant is expected to cost up to $1.5 billion and
create well over a 1,000 new jobsg. Intel always wanted to build
this plant in the U.S, but the draft air quality regulations
forced us to consider offshore locations. From a competitive
standpoint, Intel simply could not have afforded the
uncertainties and delays of the original permitting process.

With permitting red tape reduced, we can proceed with our

original intentions.

Considering that we could have gone offshore, it’s ironic
that this new facility will be the cleanest manufacturing plants
that Intel has ever operated. At Intel, we design new plants to
poliute less than older facilities. We do this for sound
business reazons. Chemicals are expensive to purchase, handle
and dispose. If our manufacturing facilities use less chemicals,
we create less wastes, so we save on handling and treatment and

reduce our potential liability costs.

I am proud of Intel’s environmental record. We’ve reduced
our hazardous wastes by 75% since 1985. This is especially

4
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impressive given that our revenues grew over 300% during the same
| period. Last year, Intel became the first manufacturer to
eliminate ozone~depleting chemicals from its computer systems
manufacturing worldwide. We also intend to eliminate all CFC
emissions in all ocur manufacturing processes by year’s end. An
Intel facility was also heonored in 1991 by the California Water
Pollution Controcl Association for developing an advanced

industrial waste water treatment system.

We realize that criticizing any environmental regulation is
unpopular, but clearly it is time to reexamine old regulatory
paradigms. We’re grateful that the Bush Administration is bold
enough to adopt new regulatory approaches that will reconcile
environmental regulation with economic growth. The new formula
for environmental regulation is not complicated. Give industries
tough and specific emissions targets, but allow them broad
discretion about how to meet them. Hold industries’ feet to the

fire, but don’t dictate how they operate. Don’t micro-manage

America’s high technoiogy industries from Washington.

Environmentalists are fond of proclaiming that economic
growth and environmental protection are compatible goals.
They’re absolutely correct, but it’s unfortunate that so few of
them recognize that the Bugh Administration is finding ways to

achieve both goals.

(1,097 words)
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STEPHEN F. SIMS, DEPUTY STAFF DIRECTOR &ommittee on zmm and Commerce
Aashington, BC 20515

May 31, 1991

The Honorable William K. Reilly
Administrator

Environmental Protection Agency
401 M Street, S.W.

Washington, D.C. 20460

Dear Administrator Reilly:

Enclosed are the tables of rules, guidances, studies, and
standards that the Environmental Protection Agency (EPA) provided
to the Subcommittee with EPA’s reply of March 7, 1991 to our letter
of December 6, 1990 concerning implementation of the amended Clean
Air Act. According to EPA’s letter, they are "required or expected
to be proposed and finalized by EPA" within 24 months after the
1990 amendments to the Clean Air Act. They show a total of over 65
rulemakings and 19 guidances, plus several studies, during this
period.

Several regulations and guidances "identified in these tables
do not include proposal dates." The letter said that EPA is "still
developing complete schedules for these activities" and will
provide them to us at a "later date." I look forward to that.

I also note that some of the dates on the tables have passed
and apparently have not been met. This greatly concerns me. I
recognize that the task is not easy, that many deadlines are short
(althoughg: as I have earlier noted, many deadlines are the same as
those se the Administration in its 1989 legislative proposal),
and that: "EPA has to go through an internal and interagency
review 8. I also recognize that to facilitate your efforts
you are utilizing a pre-rulemaking public involvement process. 1In
support of that process, you said: "By seeking early, informal
participation by reqgulated industries, environmental groups, and
state and local officials, EPA will be able to produce a proposed
rule that already has been honed to reflect a wide variety of
significant comments." The Subcommittee has generally applauded
this process, particularly because, as you agree, the
"participation prior to proposal of a rule will be in addition to,
not as a substitute for, the public participation requirements of
the Clean Air Act and the Administrative Procedures Act (APA)."
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You add that:

-..the Clean Air Act allows the Agency to make
substantial changes in a proposed rule based on the
comments and criticisms received during the public comment
period. [See Clean Air Act, Section 307(d) (6), 42 U.s.cC.
Section 7607(d) (6).] Moreover, at the time the final rule
is promulgated, EPA must also provide "a response to each
of the significant comments, criticisms, and new data
submitted" from the public during the comment period.
(Id.] In the Clean Air Act Amendments of 1990, Congress
further emphasized the importance of public participation
by stating its intent that the Administrator, in
promulgating most of the new regulations required by the
Amendments, "ensure a reasonable period for public
participation of at least 30 days," regardless of whether
the regulations are subject to a tight deadline or not.
[See amended section 307 (h).]

The EPA is fully cognizant of these provisions and
other statutory safeguards and will not, indeed cannot,
deviate from them. On the other hand, the Agency cannot
hope to promulgate the numerous requlations required by
the 1990 amendments within the next three years if
proposed rules must be completely rewritten (thereby
restarting our internal review process and OMB review) to
reflect criticisms that could easily have been
incorporated into the proposed rule. By seeking early,
informal participation by regulated industries,
environmental groups, and state and local officials, EPA
will be able to produce a proposed rule that already has
been honed to reflect a wide variety of significant
comments. Of course, if the Agency finds that the public
comments reveal significant problems with the proposed
rule, we will make the necessary changes in accordance
with the procedures of the Clean Air Act and the APA.

As you know, everyone is not always represented in Washington
D.C. The-public rulemaking process also allows many who did not
participate in the informal process to comment. That includes
labor, comsumers, farmers, small business, Members of Congress, and
this Subcommittee.

At the same time, the Subcommittee is concerned about EPA
delays in meeting, consistent with the above understandings, the
statutory deadlines. The Subcommittee does not want to see a rash
of deadline suits and new deadlines set by judges with no input by
Congress. I am particularly concerned that a "reg. neg." process,
which I understand EPA favors for some rules and which is a more
formal process, not cause delay.
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In order to better understand the situation, I request an
update of the enclosed tables, including the more "complete"
schedules and two further columns showing their status as of June
1, 1991 and the dates for submittal to OMB for interagency review.
The Subcommittee will want another update quarterly thereafter
beginning September 15.

Also, at a May 1 hearing by the Subcommittee on Health and the
Environment, I asked Assistant Administrator William Rosenberg for
the understandings between OMB and EPA regarding the interagency
review of proposed and final rules that are still being polished at
EPA when transmitted to OMB. I have not received those
understandings.

I request your reply to the above matters and the enclosed
questions not later than June 26, 1991.

With best wishes.

John D. Dingell
Chairman
Subcommittee on
Oversight and Investigations

Enclosure

cc: The Honorable Thomas J. Bliley, Ranking Republican Member
Subcommittee on Oversight and Investigations

The Honorable James D. Watkins, Secretary
Department of Energy

The Honorable Richard G. Darman, Director
Office of Management and Budget

The Honorable Charles A. Bowsher, Comptroller General
General Accounting Office

The Honorable F. Henry Habicht, Deputy Administrator
Environmental Protection Agency

Mr. E. Donald Elliott, General Counsel
Environmental Protection Agency

Mr. Boyden Gray, Counsel to the President
The White House
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Mr. Roger Porter, Assistant to the President
for Economic and Domestic Policy
The White House




Enclosure

Questions
of John D. Dingell
Chairman
Subcommittee on Oversight and Investigations
regarding
Section 211 of the Clean Air Act as amended

5/31/91

I request your response to the following:

1. One subject of particular concern are the rules and
guidances under section 211 of the amended Act which must be
promulgated or issued in 1991. The enclosed tables indicate that a
notice of proposed rulemaking for 5 rules under this section are
projected for publication this month. Yet, I note that none have
yet been published and after today May is history. I do not believe
that they all have cleared EPA internal review and began the
interagency process at the Office of Management and Budget (OMB)
which includes other agencies, such as the Energy Department.

Please provide their status.

2. You will recall that last December I asked you about your
plans to use a negotiated rulemaking process under Public Law
101-648. In your March 7 reply, you said:

As you know, the EPA has successfully used the
reqgulatory negotiation process to develop air pollution
control standards for woodstoves and equipment leaks at
chemical plants. With respect to work required under the
Clean Air Act Amendments of 1990, the Agency is currently
evaluating the feasibility of using such a process for a
few specific requlations. Criteria that will be used to
select requlations for regulatory negotiation include:
standards that will have a broad impact, potential
participants have an incentive to negotiate, issues are
complex, and all appropriate interest groups can be
identified and fairly represented. Three specific rules
that are currently being considered for regulatory
negotiation concern reformulated gasoline, oxygenated
fuels, and NOx controls.

Since then, I understand that you have initiated a negotiated
rulemaking regarding reformulated and oxygenated gasoline. Please
provide an up-to-date list of all of the persons and their




affiliation on that "Reg. Neg." committee. Please also identify the
conveners and facilitators and explain how they were selected.
Please provide the details of the contract or subcontract for their

payment.

3. It is my understanding that the "Reg. Neg." committee has
met a number of times. However, no consensus has been achieved and
the rule, which is due this month, has not yet been proposed. I
also understand that the committee is still meeting and will
continue to do so through June. Please explain the status of the
committee after rulemaking begins. If the committee reaches a
consensus after a rule is proposed, how will the public have an
opportunity to learn of it and comment without causing delay in the
rulemaking? Will the public comment period be extended, as it
should?

4. I further understand that some have urged that if the
"Reg. Neg." committee reaches a consensus on a proposal, the
participants, including EPA, would be bound by that agreement. That
result is not required by Public Law 101-648. What is the view of
the EPA and the Administration regarding that or similar proposals?
What understandings do you have? Please explain. In responding,
please explain the status of the enclosed "Organizational Protocols"
with two attachments. One is headed "Draft Protocol Acceptable to
the Administration for Clean Fuels Regulatory Negotiations -- May
14, 1991." What "written agreement" is contemplated? What is the
ability and authority of the participants to make commitments on
behalf of themselves and others who are not actually represented,
including many national and local environmental groups, State and
local governments, industry firms that often have competing
interests, retail service station dealers, and, of course, the
Congress and the public? Does the EPA have authority from the
President to represent "the Federal government" (i.e., Executive
Branch)? Please explain. In the case of woodstove negotiations,
what process was adopted?

S5e Your staff has explained that EPA, in proposing the rule,
plans to set forth various options for comment. That would appear
reasonable& so long as the rule proposed is complete and reflective
of the agency’s and Administration’s thinking or even preferred
approach. The public should not have to guess what EPA plans.

Also, the options or issues for comment should be clear and, of
course, based on the statute. I request your comments.

I might add that in the case of permits, I though the preamble
was quite long compared to the length of the rule. 1Indeed, I
understand that in one EPA office the drafts of the preamble are
three feet high. I am concerned that EPA may be spending too much
time on preambles and delaying the rulemaking. I realize that the




rule must be explained. However, I am concerned that EPA may be
over-doing it.

6. Enclosed is a March 14, 1991 paper by the "Mediation
Institute." It states:

AGENDA ITEM #1 SUMMER FUEL BASELINE RVP LEVEL

Several positions on this subject were expressed by the
interests at the table.

API members indicated that their reading of the law was
Clear- 8.7 RVP is the baseline set by Congress.

EPA staff stated that they were seeking a proposal that
would provide a 15% reduction. 1In their view, 8.7 could
be legally interpreted as a minimum.

State and Local government representatives presented their
view of the statute which indicated that reductions
greater than a baseline of 8.7 were indicated. They
stressed that since the program was intended to have an
"air quality benefit" and 8.7% would leave most of our
dirtiest cities at status quo, this could not have been
the intent of Congress.

As a possible accommodation of these disparate positions,
the following proposal was introduced for group
consideration:

"...that we agree the law sets the baseline at 8.7.
However, in these negotiations, we could agree that the
maximum feasible reduction is 15% for Class C areas;
perhaps greater in Class B and A areas."

The issue was tabled for further discussion at subsequent
sessions.

It i® my understanding from brief discussions between your
staff and'mine that EPA, particularly Assistant Administrator
William Rosenberg, some States, and possibly others believe that
this 15% reduction in reformulated gasoline in all ozone
nonattainment areas is important, but because of other rules on
"RVP" that percentage might not be achieved. It is also my
understanding that they believe that if this is not achieved, EPA
and the States will have to require controls (and possibly more
stringent controls) for volatile organic compound (VOCs) by small
stationary sources. That concerns them.



I am troubled about this alleged concern by EPA and the States
for these stationary sources, particularly if they are now
uncontrolled or inadequately controlled. The conferees adopted the
House version of Title I of the legislation over the objections of
EPA and the Administration. The House adopted the view that these
smaller stationary sources must be controlled effectively and that
we did not adopt the view that EPA and the States should look to
Title II provisions and EPA’s actual or perceived discretion therein
to grant relief to these sources and to provide political relief for
the EPA and State officials. We were convinced by the Office of
Technology Assessment that without effective, stringent controls on
these sources, attainment in many areas would be illusory. Since
the Senate concurred in this title, I presume they agreed with these
premises.

(a) Do you agree or disagree with each of these under-
standings? Please explain. Please also explain why the above
alternatives are being considered by EPA.

(b) As I understand the 1990 amendments, section 211 (k)
requires EPA to promulgate rules under section 211 (and, of course,
section 307(d)), establishing "requirements for reformulated
gasoline fueled vehicles in specified nonattainment areas." The
section specifies (sec. 211(k)(1)):

Such regulations shall require the greatest reduction
in emissions of ozone forming volatile organic compounds
(during the high ozone season) and emissions of toxic air
pollutants (during the entire year) achievable through the
reformulation of conventional gasoline, taking into
consideration the cost of achieving such emission
reductions, any nonair-quality and other air-quality
related health and environmental impacts and energy
requirements.

Section 211(k) provides very specific provisions (sec.

211(k) (1)=(10)) applicable to the establishment of such
"requirements." The above authority is not, I believe, an
independent, discretionary authority for EPA to use without regard
to the rest of sections 211(k) and 211. For example, section

211(k) (2) and (3) both refer to the regulations in paragraph (1) and
section 211(k) (3) provides that these regulations shall comply with
the "more stringent" of either a particular formula or a performance
standard. As to the standard, the law provides that the aggregate
emissions of VOC’s from "baseline vehicles when using the
reformulated gasoline shall be 15 percent below" the aggregate
emissions of VOCs from those vehicles "when using baseline
gasoline." That gasoline baseline is specifically set forth in
section 211(k)(9). That definition does not appear to give EPA




discretion or flexibility to tinker, for example, with the
specifications for Reid vapor pressure (RVP) which is 8.7 pounds per
square inch. As far as I can tell, the statute does not prescribe
this specification as a "minimum" or a "maximum" for any area as
suggested above. It is a fixed specification. I do not see how
Congress could be more clear. Please explain the legal basis for
the above EPA suggestion regarding this RVP baseline and the basis
for any discretion EPA believes exist regarding this RVP baseline,
assuming of course, that the above March 14 document accurately
reflects EPA’s thinking.

(c) Additionally, please explain the legal basis for EPA
apparently suggesting (as an alternative) that it has some broad
discretion to provide, in effect, a different level of reductions
for different nonattainment areas because of how they happen to be
located in Reid Vapor Pressure Class areas in light of the
requirements of all of sections 211(k) and 211(h), the factors in
the second sentence of section 211(k) (1), and the provisions of
Title I of the 1990 amendments. How would this EPA proposal effect
opt-in areas and the second stage levels for the year 2000?

I point out that the Energy and Commerce Committee’s reported
version of H.R. 3030 was quite different from the reformulated
gasoline provisions adopted on the House Floor as part of a package
of en bloc amendments that I offered on the House Floor (see Cong.
Rec. of May 23, 1990 p. 2832) which included a new section 211 (k)
and which resulted from negotiations among many Members, including
myself and Congressmen Lent, Madigan, Fields, Hall, Sharp and
Waxman. It also differed from an earlier proposal by other Members,
such as Congressmen Richardson and Madigan. The final version
adopted by the conference was also different than either the House
or Senate-passed versions. I have discussed in earlier
correspondence on permits the issue of legislative history and
comments of the joint conferees. That discussion is also relevant
here.

7. Please also explain how the EPA believes it will monitor
and enforce compliance with reformulated gasoline requirements
effectively so as to avoid cheating that could occur because of
likely price differences between conventional and reformulated
gasolines in the same area. What certifications and reporting would
be required of refiners and others and how would it work and be
utilized effectively at EPA, remembering the experience in the case
of leaded gasoline where EPA was trying to analyze reports by hand?
Who will be responsible in any enforcement action, the refiners or
the retailers?



8. I understand that EPA and others have recognized that
"cost incentive exists" to cheat by selling less-expensive
conventional gasoline in an area. I understand that some urge
"performance averaging." Please explain that term and its effect on
all persons involved in the refinement, distribution and retail sale
of gasolines and on this problem of enforcement for all such persons
and the EPA. Does this assume averaging of voc, NOx, and toxic
emissions? How would the averaging work? What are the
alternatives? With performance averaging, some allege that no
gasoline sample taken at any service station would necessarily have
to comply with the reformulated gasoline requirements, since it can
be contended that the sample is to be averaged with the gasoline
previously sold at the station, or gasolines being sold at various
locations. Do you agree? 1Is it a problem?

Is it possible that gasolines produced by blending low-cost
high-emission petroleum blendstocks could be sold as a reformulated
product without regard to emissions performance and provide some
advantages of price which could produce substantial monetary
results? Is that consistent with the law and if not, how is it
preventable? 1Is it reasonable to expect enforcement will be
effective if it occurs, not at the pump, but at the terminals, such
as the one in Fairfax City, Virginia which, I believe, includes
tanks that may have multiple owners and the distributors do not
necessarily inform those owners where they plan deliveries of the
gasoline pumped from those tanks? Do terminals serve more than one
area? Please explain.

I am also concerned that these provisions could create price
increases and gasoline shortages. How does EPA plan to monitor,
with the help of the Energy Department, this possibility?

I was surprised to learn from your May 13, 1991 letter on
leaded gasoline that "Refiners are not required to report to EPA
where the gasoline is sold" and that EPA has to "purchase data" from
the Lundberg Survey in order to see where leaded gasoline is sold.
Why did EPA not require such reporting? 1Is that contemplated for
this rule? If so, why? How would it work? Are there equivalent
data sources that would show that the rule is working effectively in
achieving emissions reductions and fairly.

At this moment, I am not for or opposed to gasoline averaging
and I certainly do not want to see all enforcement leveled at
gasoline station owners. I seek information only.

9. Enclosed is an article from the Detroit News which states
that "Rules may push independent gas stations out of business." I
request your comments, including your view of the effect of these
added rules on these stations.




10. Please also explain the status of matters under section
211(m), including the waiver provisions.

11. The terms "domestic capacity" and "domestic waivers" are
used in the amended section 211. I understand that some contend
that the term includes product available in parts in the U.S. 1Is
that true? What is the justification for that view because it
appears to be an unusual interpretation of the term "domestic"?
Please explain what is encompassed by the term "available at a part®
from the standpoint of Customs law. What is the role and
application of the U.S.-Canada Free Trade Agreement? What is the
potential impact on U.S. refinery capacity? To what extent do we
now anticipate in 1995 and 2000 that oxygenates and oxygenated
gasoline will be from sources outside the U.S. and what will be the
security, balance of payment and job implications?

12. Please also identify the anti-dumping issues. Am I
correct that the law does not require reformulated gasoline in
anti-dumping areas so long as the conventional gasoline emissions in
those areas do not result in average per gallon emissions in excess
of emissions attributable to such gasoline in commerce in the area
in 1991? Please explain.
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{ M 3 | Office of Alr Quality Planning and Standards
% 2 ! Research Triangle Park, North Carolina 27711
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‘ MAR 5 19af
|
MEMORANDUM

SUBJECT': Meeting to Discuss Requlatory Issues Related to the
Clean Air Act Section 112(q)

- il
FROM: | Tim Smith . : :
Pollutant Assessment Branch, ESD (MD=13)

TO: See Below

As you know, the Pollutant Assessment Branch (PAB) is
taking the lead in developing the guidance required by Section
112(g) of the Clean Air Act. In developing the guidance, we have
identifiied four main subgroups of issues to address:

ot

— .

ﬂ. requlatory definitions/permit procedures issues

2. how to make a case-by-case MACT determination,
|
3. how to set de minimis levels, and
i

4. how to rank pollutants for purposes of establishing
netting procedures.
|

I am attaching a list of issues related to item 1. 1In
developing the Saction 112(g) guidance, numerous interpretations
of the statutory language must ba nade. The language uses tarms
that have a requlatory history in other programs ("physical
Change;" "change in method of operation," "“actual emissions,"
etc.).: In making the interpretations PAB needs to make in
developing the required guidanca, it is critical that we
coordl?atc our efforts with these other programs. :

i have scheduled a meeting for 10:00 a.m. to 3:00 p.m.
(EST) on March 14 to discuss the attached issue paper. (Note
that separate meetings will be held to discuss items 2 through
4.) The meeting will take place in Research Triangle Park, North
Carolina in the Environmental Criteria and Assessment Oftice
Coniexrmpnce Room (third floor, room 321). (Sorry -- there ware no
confergnce rooms available in the North Carolina Mutual Life
Insurance Building.) The attached map shows how to get there.

Becausp.we have scheduled an all day meeting, vour attendance in
persoq 1s highly encouraged.

|
|
l
i
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Iff you need to participate by conference call, you may do so
by phoning FTS 629-1592. (NOTE: If you do call in, please wait
2 few minutes after 10:00 a.m.. In order to establish the
connacﬁion, we must be the first to phone in.)

I look forward to productive discussions. If yeu have any
questiQns or reactions to the attachment, please call me at FTS

.—629-4728.,
— I PO
2 Attaggm.nts

| -

- . e Sy
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Attachment

[
REGULATORY ISSUES RELATED TO SECTION 112 (G) MODIPICATIONS
PRQVISI?NS

1. Iaaﬁa: Where in the CFR will the 112 (g) zegulatory language
r.sidﬂ?i

Discussion:

|
SDB has, suggested that the regulatory language for 112 (g),
including definition of terms and regulatory procedures to
fallcw,ishould be included in the General Procedures section of
the newi Part 63. This would be consistent with the way it is

done iniPart 60 and 61, where the definition of "modification,"
etc, is!included up front.

|
D

s 2. Issﬁo: If includad in the General Provisionas, should the
General Provisions rulemakizg package include modifications

\issuves, | or should this be included in the regulatory package for
the 112/ (g) guidance?

. i
biscuss;on:

The schedula for che general provisions calls for proposal in the
Federal Register in August. The 112 (g) project schedule calls
for proposal in late Septemser. Conceivably, the 112 (g)
regulatory language could ba in either or both packages.

|

1L ik Qas included in the 1:2 (g) package, the reader would have
the advanta

ge of reviewing 2ll of the modifications issues and
regulatory language in one place. 1In addition, there would be
more time (Sept vs. August) to craft the language. If iacluded

in the general provisions rackage, it could be referenced in the
112 (g){ package.

[Discuﬁsions on the issue with

in ESD might resolve this issue
before the meeting)

3. Whiat is the definition of "major sourcs?"
k‘- - '
Discusiion:
|

. | -
Major source is defined in Seerion 112

source 'or group cof stationzry sources within a contigucous zrea
and under common control t-

- . at emits or has the pocent;al.:o emit
considering centrols, in t-a aggregate, {more than emissicn
cutoff§}"

(a) as "any sctationary 7™

I have heard tha suggastios that this mighr imply a dual
definition; i

|

N other words, a piece of equipment at a plant which
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emittedélo tons per year of a HAP would ke a2 major source unto
itself, 'in addition to the plant being a major source.

The more common interpretation that I have heard is that a major
source is an entire plant, and that this plant could have one or
more pi¥ewes=UT SMILLINg equipment.

i .
It would also be useful in the guidance to clarify whether the 2-
digit SIC restriction applies. It is my understanding that there
is no. ?uch restriction on the SIC category for purposes of Title
o A0 ,

i

I -
4. Issua: What is a “physical change" and "changa iz the
methed of operation?”

-
-~

Discussion:
|
| L,

Maybe a; better question is what ilén’t?

In the PSD program and in Part 60 (NSPS General Provisions), the
followipg activitias are excluded from consideration: (1)
Routinel maintenance, repair and replacement, (2) increases in
production rate, (3) increase in production rate (in the case of
PSD, this applies unless there was a federally enforceable
restriction before the increase;. in the case of NSPS, the
increase in production rate is OK if it can be accomplished
without; a capital expenditure}, (4) change in ownership, (8)
increases in the hours of operation, (6) use of alternacive fuels
which could already be accommodated, and (7) use of alrarnative
raw materials the existing facility was designed to accommodata.
Part 60/ excludes relocaticn of an existing facility from the
definition, and "econversion to coal required for energy

considarations." PSD regulations exclude certain mandatory fuel
switches.
!

Exclusions of this type might help the program to be more
workable. It would appear impractical for State agencies to ba
tracking each piece of equipment at every plant over time for a
big list of toxic pollutants. We could avoid this if we included
as a gﬁneral Provision that "physical change or change in the
method |of operation" specifically excludes the above 7 listed

; ltems. .I would ba interested in feedback on these 7 itams and (a)

( the use of the NSPS "capital expenditure”" definition f:r
production rata (5) whecher relocations should be considared a

new souyrce and nat bhe excluded, and (c) whether the rural
conversion exclusions are needed.

i .
5. What is an "increase in actual emissions?"
. i,
Discussion:
|

T6 def%ne an "lircrease" you need ro dafi

ne a "before" (baseline)
|

|
|
|
i
I
|
i

AT
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|
f

|
case and an "after" case. There appears to be a variety of
regulatory language to refer to in addressing this.

I

The NSES/NESHAP program has historically taken a lb/hour approach
to this issue. This approach emphasizes emission factors, or
alternatively, material balances or source tests, to determine
whether the "after"™ case is inherently more emitting than the
"before” case. This approach may be seen by some as a “potential

Co potential" comparison, but it would appear to be the most
practical to implement.

“Tre--The PSD program, and the draft Title V regulations define "actual
emissions“ as the actual rate of emissions during a 2-year period
prior %o a particular date, unless the company defiqes another
period within 5 years as representative. For any unit not yet
ope:atTng, actual emissions equals the potential to emit,

Although I haven’t seen anything yet, methods for baseline '

'emissi?ns determination and future emissions documentation will

also be parc of the early reductions package.

{Note that there are a lot of cases where actual emission
increages would not be considered 2 modification if, as described
abave, | they would rot be considered "physical change or change in
Che method of operztion." If the exclusions above are included,
then t$ere would probably be few cases where a modification would
| not inyolve a new riece of emitting equipment. (For example,

| would a change in coating which involved a new chemical be

} considered a change in "raw material?™]}

|

6. Whiro within a plant canjgggééggTbe obtained? Should thare
ba anyirastrictions on thisg? ' -

Discusbion:

Section 112 (g) sraces that a physical change... to a major
.. shall nsc be considered a modification, if such

increase. . ,will ze offset by an equal or greater decrease. .
from such sourcs.

B : , .
B P MAJOr source :s an entira contiguous facilicy, it would

Appear' that "such zource" would alse refer to the entire
ontiguous facility, and hence offsets could be ozzained anywhere
“n thel plant for purposes of nerting out of review.

|

SDB hajs expressed -oncerns with whether offsetcs from tha encire
plapt,dould De conszistent with the 1370’s Sierrza Club court
decision wnich pre=

‘ibits a "bubble concept® to be used in
.de;e:dining whether a modification would be subject to NSPS. In
lthis case, the Couzt decided that it was improper zo include

emission reductions alsewhere at a plant site in cetermining
wnethar a modificazion is an *

} affected facility" subject to NSPS.

|
|
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|
l

7. Canéofta.ts be obtained from other plants other than tha
major sSource in question?

i
Discussicn:
|

b & appeé:s clear from the language (offsets cbtained from “such

source") that oggggsg_mus:“bﬁ_nbt;iaqg_gggmﬂwlthin a ;lantsxte.

AsS a result, Seccion 112 (g) would not-appéa avo an
enmissions trading program (emigsions banking, etc).
. e ———— Lk g

- R ——————

Does an&one read-this differently?

8. What restrictions should be placed in emission dacreases?
What decreases should be considexed "creditablae?"
|

L
Discussion:
|

resolve!,
|

As described on pp. A.34-A.S56 of the Draft New Soyrce Review
Egs&sﬁeh_ﬂggggi, there is a complex, but well-defined, approach
to defining the amount of "creditable® decreases for criteria
pollutants in the PSD program. This approach requires a tracking
of actual emissions (which could be increases or decreases)
across an entire plantsite to determine whether the "net

\ emissiops change" exceeds "significant” levels.

‘ !

l ]
This is: the heart of the whole netting issue and will be tough to

| . Use of %uch a system for toxic pollutants would introduce
| additional complications into an already highly complex process.

Instead of tracking a single pollutant for which quantificacion

methods are often wall-established, one would be tracking

potentially dozens of HAPs. This appears t¢ ke somewhat
unworkﬁble.

Would it be possible to define the "contemporzneous” period be
considered to be simultaneous with the proposed increase? 1In

other words, if the decrease has already occurred prior to the
application, could we say that it doesn’'t cousc? What does the
language in 112 (g) mean when it states that smissions will be
offset.by a decrease? (Not has been offset). Another possible

restriécion Lo discuss would be to include oniy decreases that
occutrﬁd after the affective date.
i

9. If!a modification triggers a MACT decision, how much of the
Plant must install MACT?
i

Discus%ion: '

|
i
|

R
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I
|
(This i§ also an issue for the case-by-case MACT discussion].

It would appear that Congress did not intend for a modificatien
to trigger a plantwide MACT decision. {e.g., 3 new tank at a
refinery triggers a MACT decision for 100’s of pieces of
equipment). Probably this means that the emissions involved in
the meodification must be controlled with MACT. However, the
distinction on where to draw the line rnay be blurred for some
Source types, and the guidance will need to make this clear. Ogne
approach might be to use the affected facility definitions in -
part SOias broad guidance on how to make this distinetion.

]

I

10. Should the 112 (g) program require review and public notice
during the preconstruction phase? How would this work? What
:aqulatr:y language is needed to make this happen?

Discuss}on:

Sectioni 112 (g) states that the major source cannot be
constructed, reconstructed, or modified unless the State or EPA
determines that MACT will be mer. This strongly suggests a
preconstruction review program. Howaver, the Act gives little
guidance on the administrative procedures that should be
required. The language contains a vague statement that "The
Admxnlsprator (or the State) shall establish reasonable
pProcedures for assuring that the requirements applying to

modifications under this section are reflected in the permit,"
(I think this meens the Title V permit...; ’
|

Part 61, Section 61.07 and 61.08 concain administrative
procedures for the review of new and modified affected facilitiaes
under the existing NESHAP program. These procedures call for an
application to EPA prior to construction, with a 60-day deadline
for EPN CO pass judgement after receipt of complate information.
Note that tais review does not require any public comment.

| 5

Other Qrecons::uction review

programs involve public comment and
review., I am a littlae

, fuzzy on how PSD works, but as I remember
EPA hag 30 days to determine completeness and 1 year to review

Che application after completeness, with a reaquirement for public
review i (not necessarily a hearing).

Title 7 escablishes tight mandates on administracive procedures
for QPA8rating cermits. This may not be zdsolutely applicable to

a precanstruction review, but perhaps these could be adapted for
use in'a Section 112 (§) review. :
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AIR QUALITY CATEGORIES AND DEADLINES

Ozone Carbon Monoxide

(ppm, 1 hr. avg.) (ppm, 8 hr. avg.)
Uaxmn1/2/8/9/
Moderate (4 yr. deadline) 12 5 144 9.5 < 11.7
Serious (8 yr. deadline) >. 144 < .18 >11.7 < 146.4
Severe (12 yr. deadline) >.18 < .24 >14.4
Extreme (16 yr. deadline)3’ >.2%
Adninistration‘/5/7/
Marginal (12/31/95 deadline) 3%
Moderate (12/31/95 deadline) .14 - 15 9.5 - 16.4
Serious (12/31/2000 deadline) .16 - .18 216.5
Severe (12/31/2010 deadline) 2.19 .-
Senate10/11/12/
Moderate (5 yr. deadline) <.144 <14.0
Serious (10 yr. deadline) >.144 < .18 >14.0
Severe (15 yr. deadline) >.18 < .26
Extreme (20 yr. deadline) >.26
!;3;_59594/5/7/
Marginal (12/31/95 deadline) 138/
Moderate (12/31/95 deadline) .16 - 15 9.5 - 16.4
Serious (12/31/2000 deadline) .16 - .18 216.5

Severe (12/31/2010 deadline)

2.19



1/

2/

3/
4/
5/
6/
7/
8/
9/
10/
11/

12/

AIR QUALITY CATEGORIES AND DEADLINES
FOOTNOTES

EPA may adjust classification if the design value is within 10X of another category. Moderate areas
may not be reclassified to attainment. !

EPA may make a provisional determination of attainment for any area not in attainment by the
applicable attainment date if the area has met the emission reduction target or if the preceding year
had no more than one exceedance.

EPA may grant up to a 4-year extension if the area is meeting the emission reduction target and the
SIP is adequate to attain the standard by the extended attainment date.

Design values with 2 significant figures reflect rounding, e.g., 0.135 is rounded to 0.14.

EPA may grant up to two 1-year extensions if SIP has been fully implemented and no more than 1
exceedance has occurred. EPA may adjust classification if the design value is within 5% of the other
category.

Also, any current nonattainment area with a design value less than .13 ppm and any areas found to be
non-self generating nonattainment areas.

Except for a severe area, any area that fails to attain is reclassified to either the next higher
classification or a classification based on its design value, whichever is higher.

Moderate, serious, and severe areas that fail to attain the standard by the attainment date are
reclassified to the next higher classification.

[f interim emission reductions are not met in either a serious or severe area, the state may elect to
reclassify a serious area to severe and severe to extreme.

Non-self generating areas are exempt from these deadlines, but must meet other generally applicable
requirements.

EPA has the discretion to reclassify serious and severe areas to the next higher classification if
the area fails to meet interim emission reduction requirements.

Moderate, serious, and severe areas that fail to attain are reclassified to the next higher
classification.
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