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SUBCHAPTER 1. GENERAL PROVISIONS

7:27-1.1 Scope

Unless otherwise provided by rule or statute, the follow-
ing shall constitute the rules of the Bureau of Air Pollution
Control and shall govern the emitting of and such activities
as result in the introducing of contaminants into the am-
bient atmosphere.

7:27-1.2 Construction

(a) These rules shall be construed so as to permit the
Department, the Bureau of Air Pollution Control and its
various agencies to discharge its statutory functions.

Next Page is 27-4.1
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7:27-1.4

(b) The Commissioner and the Director of the Division
of Environmental Quality may amend, expand or repeal
these rules after public hearing. Such actions shall be filed
with the Secretary of State as required by law.

7:27-1.3 Practice where rules do not govern

The Commissioner, the Director of the Division of Envi-
ronmental Quality or any agency chief shall exercise his
discretion in respect of any other matters not governed by
these rules. '

7:27-1.4 Definitions

The following words and terms, when used in this chapter,
have the following meanings, unless the context clearly
indicates otherwise.

“Air pollution” means the presence in the outdoor atmo-
sphere of substances in quantities which are injurious to
human, plant or animal life or to property or unreasonably
interfere with the comfortable enjoyment of life and proper-
ty throughout the State and in such territories of the State
as shall be affected thereby and excludes all aspects of
employer-employee relationship as to health and safety haz-
ards.

Next Page is 27-5

27-4.1

“Assertedly confidential information” means information
which is the subject of a confidentiality claim, for which a
confidentiality determination has not been made.

“ASTM” means the American Society for Testing and
Materials. '

“British thermal unit” or “BTU” means the quantity of
heat required to raise the temperature of one avoirdupois
pound of water one degree Fahrenheit at 39.1 degrees
Fahrenheit.

“Carbon monoxide” or “CO” means a gas comprised of
molecules consisting of one carbon atom and one oxygen
atom.

“CFR” means the Code of Federal Regulations.

“Claimant” means any person who submits a confidential-
ity claim under this subchapter.

“Class confidentiality determination” means a confiden-
tiality determination made by the Department under
N.J.A.C. 7:27-1.17, for a class of information.

“Commissioner” means the State Commissioner of Envi-
ronmental Protection who is the chief administrative officer
of the State Department of Environmental Protection.
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7:27-31.2

Source and Effective Date

R.1998 d.379, effective July 20, 1998 (operative August 16, 1998).
See: 29 N.J.R. 3924(b), 29 N.J.R. 4226(a), 30 N.J.R. 2660(a).

7:27-31.1 Purpose and scope

This subchapter establishes a NO, Budget Program in
New Jersey which, beginning in 1999, limits emissions from
stationary sources of NO,. It sets forth requirements for
the monitoring, recordkeeping, and reporting of NO, emis-
sions and for certification of compliance with this program.
It makes available a trading mechanism, which allows intra-
state trading as well as interstate trading. In order to
support the trading mechanism, this subchapter establishes
rules and procedures for the allocation of the tradeable
units (that is, allowances); the transfer, use, and retirement
of the allowances; and the tracking of the allowances.

7:27-31.2 Definitions

The following words, terms, and abbreviations used in this
subchapter have the following meanings, unless the context
clearly indicates otherwise:

“AAR” means authorized account representative.

“Account” means the place in the NO, Allowance Track-
ing System where allowances are held for a specific person
or purpose. Such a place may be a compliance account, a
general account, or a retirement account.

“Account number” means the identification number given
by the NATS Administrator to an account in which allow-
ances are held in the NO, Allowance Tracking System
pursuant to N.J.A.C. 7:27-31.13, NO, Allowance Tracking
System.

“Acquiring account” means the account in an allowance
transfer to which allowances are conveyed.

“Allocate” or “allocation” means:

1. In respect to New Jersey, the assignment of allow-
ances pursuant to N.J.A.C. 7:27-31.7, Annual allowance
allocation; or in respect to another jurisdiction, the as-
signment of allowances pursuant to that jurisdiction’s
comparable rules; and

2. The recording of the assigned allowances by the
NATS Administrator in the appropriate NO, Allowance
Tracking System compliance account or general account.

“Allowance” means a tradeable unit which represents the
limited authorization to emit one ton of NO, during a
control period.

“Allowance deduction” means the withdrawal by the
NATS Administrator of one or more allowances from a NO,
Allowance Tracking System general account or compliance
account and the recording of such allowances in a retire-
ment account. As prescribed in the procedures at N.J.A.C.
7:27-31.17 and 31.19, allowance deduction events relating to
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end-of-season reconciliation and penalty deductions may
only be made from compliance accounts. As prescribed at
NJ.A.C. 7:27-31.10, allowance deduction events relating to
voluntary retirement may be made from a compliance ac-
count or a general account.

“Allowance transfer” means the withdrawal by the NATS
Administrator of one or more allowances from a NO,
Allowance Tracking System general account or compliance
account and the recording of such allowances in a different
general account or compliance account.

“Allowance transfer deadline” means midnight of Decem-
ber 31 of a given calendar year, and is the deadline by which
an allowance transfer request may be submitted to the
NATS Administrator to effect an allowance transfer for the
purpose of meeting the requirement of N.J.A.C. 7:27-31.3(i)
for the year’s control period.

“Alternative monitoring system” means a monitoring sys-
tem other than a CEMS, or component of such a system,
that is designed to determine mass emissions per time
period, air contaminant concentrations, or volumetric flow
of a given source or group of sources, as provided for in
N.J.A.C. 7:27-31.14, Emissions monitoring.

“Authorized account representative (AAR)” means the
responsible individual designated in writing by the person
who holds an account. This individual (or his or her
alternate) is the sole person who has the authority, on
behalf of the account, to submit allowance transfer requests
to the NATS Administrator, and to as certify and submit
reports to the NATS and the NETS.

“Banked allowance” means an allowance in a general
account or a compliance account which has been neither
used to reconcile emissions in the year it was originally
allocated nor retired, and which is therefore carried forward
in the account into the next year or into successive future
years. The NATS Administrator shall flag such an allow-
ance as “banked.”

“Base budget” or “base emission budget” means the
emissions budget for each control period that has been
developed by applying the emission limits, jointly agreed to
by the jurisdictions who are signatories of the OTC MOU,
to the baseline sources’ baseline emissions. This term when
used in respect to:

1. A specific OTR jurisdictioh, is the emission budget
so established for that jurisdiction; and

2. The OTR as a whole, is the sum of the emission
budgets so established for all jurisdictions in the region.

“Banking” means the retention in a general account or a
compliance account of one or more allowances that were
allocated for use in the current or in a previous control
period, but have been neither used nor retired. Such
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allowances may be used or retired in a future control
period.

“Baseline” means, when used in reference to the emis-
sions or productivity of a source, one of the following:

1. For an opt-in source, the average emissions or aver-
age productivity of that source during the two consecutive
May 1 through September 30 periods on which the in-
crease in the New Jersey emission budget made to accom-
modate the source was based, pursuant to N.J.A.C.
7:27-31.4; or

2. For a baseline source, the emissions or productivity
attributed to that source in the 1990 baseline NO, emis-
sion inventory.

“Baseline NO, emission inventory” means the emissions
inventory which developed jointly by all jurisdictions in the
OTR and which sets forth, for all baseline sources, the NO,
emissions of these sources for the period May 1 and Sep-
tember 30, 1990. This inventory is the emission baseline
from which emission reductions are calculated for purposes
of determining the effectiveness of the NO, Budget Program
in limiting NO, emissions.

“Baseline source” means a source which is one of the
following and which operated during the May 1 through
September 30 period in 1990:
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1. A fossil fuel fired boiler or indirect heat exchanger
with a maximum rated heat input capacity of at least 250
MMBtu per hour;

2. An electric generating unit with a rated output of at
least 15 MW.

“Boiler” means an indirect heat exchanger which com-
busts fossil fuel to produce steam, or to heat water or any
other heat transfer medium.

“British Thermal Unit” means the quantity of heat re-
quired to raise the temperature of one avoirdupois pound of
water one degree Fahrenheit at 39.1 degrees Fahrenheit.

“Btu” means British Thermal Unit.

“Budget source” means any of the following sources
located in the OTR:

1. A fossil fuel fired indirect heat exchanger with a
maximum rated heat input capacity of at least 250
MMBtu per hour;

2. An electric generating unit with a rated output of at
least 15 MW; or

3. Any source that has been approved as an opt-in
source.

“CEMS” means continuous emission monitoring system.

“Clean Air Act” means the Federal Clean Air Act as
amended in 1990 (42 U.S.C. §§ 7401 through 7626).

Next Page is 27-307
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“Compliance account” means an account in the NATS
where allowances are held in order to be available for use in
complying with end-of-season reconciliation requirements
pursuant to N.JLA.C. 7:27-31.3(1)). The number of allow-
ances in the account will be increased if allowances are
allocated to the account or if allowances are transferred into
the account from another account. The number of allow-
ances in the account will be decreased if allowances in the
account are transferred from the account into another ac-
count or if the NATS Administrator makes an allowance
deduction for compliance purposes. Each compliance ac-
count is associated with a specific budget source.

“Continuous emissions monitoring system” means a sys-
tem of equipment that samples, analyzes, and determines,
on a continuous basis (at least once every 15 minutes), for a
given source or group of sources, mass emissions of one or
more air contaminants per time period and per heat input,
and that records the results in order to provide a permanent
record of such data. The following are component parts of
a continuous emissions monitoring system required under
this subchapter:

1. Nitrogen oxides pollutant concentration monitor;
2. Diluent gas monitor (oxygen or carbon dioxide);

3. Flow monitoring systems (flue gas flow or fuel flow);
and

4. A data acquisition and handling system.

“Control period” means, for the year 1999 and thereafter,
the period beginning May 1 of each year and ending on
September 30 of the same year, inclusive.

“Current year” means the present calendar year.

“Department” means the New Jersey Department of
Environmental Protection.

“DER credit” means a discrete emission reduction credit
pursuant to' N.J.A.C. 7:27-30.

“Early reduction allowance” means an allowance based
on NO, emission reductions that meet the criteria specified
in N.J.A.C. 7:27-31.12, Early reductions, and that occurred
during the period May 1 through September 30, 1997, or the
period May 1 through September 30, 1998; or that occurred
during both such periods.

“Electric generating unit” means any fossil fuel fired
combustion unit of 15 MW capacity or greater which pro-
vides electricity for sale or use. This term does not include
a waste-to-electricity unit.

“Emissions budget” means a limit or “cap” on the num-
ber of tons of NO, emissions which are allowed to be
emitted. This limit is effected by constraining the amount
of allowances allocated to a number which does not exceed
the number of tons set for the emissions budget.
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“Energy efficiency project” means a project which:

1. Is implemented by, or on behalf of, an electric
consumer;

2. Reduces the consumer’s consumption of electricity;

3. Belongs to a category included in the guidance
document “Measurement Protocol for Commercial, In-
dustrial and Residential Facilities,” issued by New Jersey’s
Board of Regulatory Commissioners on April 28, 1993;

4. The electricity savings of the project is quantified in
accordance with this measurement protocol; and

5. Does not entail the direct use of combustion equip-
ment.

“Excess emissions” means emissions of NO, reported by a
budget source during a control period which, as of the
allowance transfer deadline following the control period, are
greater than the emissions value of the allowances in the
budget source’s compliance account.

“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 fueled by at least 51 percent
fossil fuel on an annual heat input basis.

“General account” means an account in the NATS where
allowances are held for a specific person. The number of
allowances in the account will be increased if allowances are
allocated to the account or if allowances are transferred into
the account from another account. The number of allow-
ances in the account will be decreased if allowances in the
account are transferred from the account into another ac-
count. There are two types of general accounts:

1. Accounts associated with a person who requested
the creation of the account pursuant to N.J.A.C
7:27-31.13; and

2. Accounts utilized by the Department in the alloca-
tion process described at N.J.A.C. 7:27-31.7.

“Hazardous air pollutant” or “HAP” means an air con-
taminant listed in or pursuant to 42 U.S.C. § 7412(b).

“Heat input” means the heat derived from the combus-
tion of fuel in a source. This term does not include the
heat derived from preheated combustion air, recirculated
flue gas, or exhaust from other sources.

“Indirect heat exchanger” means stationary source com-
bustion equipment in which the flame and/or products of
combustion are separated from any contact with the princi-
pal material in the process by metallic or refractory walls.
Such equipment includes, but is not limited to, steam boil-
ers, vaporizers, heat exchangers, column reboilers, fraction-
ing column feed preheaters, reactor feed preheaters, fuel-
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fired reactors such as steam hydrocarbon reformer heaters
and pyrolysis heaters.

“Industrial boiler” means a boiler that meets the follow-
ing criteria:

1. No steam produced by the boiler is used to produce
electricity that is sold or otherwise supplied to any utility
power distribution system; and

2. No steam produced by the boiler is sold or otherwise
supplied to a steam distribution system for the purpose of
providing steam that would produce electrical energy for
sale.

“Maximum rated heat input capacity” means the maxi-
mum amount of fuel that is able to be combusted per unit
of time on a steady state basis in a given combustion device
as determined by the physical design and characteristics of
the combustion device. This amount (usually expressed in
MMBtu per hour) is the product of the gross caloric value
of the fuel (usually expressed in Btu per mass of fuel) and
the fuel feed rate (usually expressed in mass of fuel per
hour).

“MMBtu” means one million British Thermal Units.
“MW” means megawatt.

“MW-hr” means megawatt-hour.

“NATS” means NO, Allowance Tracking System.

“NATS Administrator” means the agency which is autho-
rized, by New Jersey and the other jurisdictions implement-
ing the NO, Budget Program, to administer and operate the
NATS.

“Net electric output” means, for units generating electrici-
ty, the net busbar power leaving the plant; that is, the total
electrical output generated minus the energy requirements
for auxiliaries and emission controls.

“Net useful heat output” means one half of the useful
thermal output not associated with neither the energy re-
quirements for auxiliaries and emission controls nor the net
electric output performed by the steam generated; that is,

one half of the heat output associated with steam delivered

to an industrial process.
“NETS” means NO, Emission Tracking System.

“NETS Administrator” means the agency which is autho-
rized, by New Jersey and the other jurisdictions implement-
ing the NO, Budget Program, to administer and operate the
NETS.

“New budget source” means, in respect to provisions of
N.J.A.C. 7:27-31.7, Annual allowance allocation, a budget
source that, as of May 1 of the then-current year, meets all
of the following three criteria:
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1. Is not an opt-in source;
2. Has been permitted to operate; and

3. Has not yet operated for two full May 1 through
September 30 periods.

“New Jersey emission budget” means the base emission
budget, plus the amount added for any sources that have
been opted in to the NO, Budget Program pursuant to
N.J.A.C. 7:27-31.4, plus the one time amount added only in
the year 1999 for any sources that have earned early reduc-
tion allowances pursuant to N.J.A.C. 7:27-31.12.

“New Jersey holder” means, with respect to an account in
the NATS, any of the following:

1. An owner or operator of a budget source located in
New Jersey, for which there is a compliance account in
the NATS; or

2. A person who has established a general account in
the NATS, and who is located in New Jersey or conducts
activities which are subject to this subchapter.

“NO,” means oxides of nitrogen.

“NO, Allowance Tracking System (NATS)” means the
system used to track allowances as they are allocated,
transferred, used and retired. '

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

“Non-Part 75 budget source” means any budget source
not subject to the requirements for emissions monitoring
adopted pursuant to § 412 of the Clean Air Act Amend-
ments of 1990 and codified at 40 C.F.R. Part 75.

“Opt-in” means voluntarily to choose to have a given
source, which otherwise is not mandated to be a budget
source, participate in the NO, Budget Program and comply
with the terms and conditions of this subchapter.

“Opt-in source” means a stationary source which has been
opted in the NO, Budget Program. If the source is located
in New Jersey, this source shall have been approved pursu-
ant to N.J.A.C. 7:27-31.4, Opt in provisions. If the source
is located in another jurisdiction in the OTR, this source
shall been approved pursuant to the equivalent require-
ments established in that jurisdiction.

“OTC” means Ozone Transport Commission.

“OTC MOU” means the Memorandum of Understanding
signed by representatives of States that are members of the
OTR and the District of Columbia on September 27, 1994,
or later. The signing of this document constituted a com-
mitment by the signatories to develop and implement the
NO, Budget Program in each of their jurisdictions.
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“OTR” means the Ozone Transport Region, as designat-
ed by § 184(a) of the Clean Air Act Amendments of 1990.
This region is comprised of the States of Connecticut,
Delaware, Maine, Maryland, Massachusetts, New Hamp-
shire, New Jersey, New York, Pennsylvania, Rhode Island
and Vermont; the District of Columbia; and the following
counties of the State of Virginia: Arlington, Fairfax, Lou-
doun, and Prince William.

“Ozone Transport Commission” means the organization
established pursuant to § 184(a) of the Clean Air Act
Amendments of 1990. The members of this commission
include an air pollution control official from each of the
following jurisdictions: Connecticut, Delaware, the District
of Columbia, Maine, Maryland, Massachusetts, New Hamp-
shire, New Jersey, New York, Pennsylvania, Rhode Island,
Vermont and Virginia.

“Owner or operator” means any person who is an owner
or who operates, controls or supervises a source and shall
include, but not be limited to, any holding company, utility
system or plant manager.

“Oxides of nitrogen” means all oxides of nitrogen, except
nitrous oxide, as measured by test methods required under
this subchapter.

“Properly quantified” means, in reference to emission
reductions, has been quantified on a reliable and replicable
basis that is acceptable to the Department and to the
USEPA.

“Real” means, in reference to emission reductions, pos-
sessing the following characteristics:

1. Represents a reduction in emissions which is not due
to the shutdown or curtailment of the productivity of the
source;

2. Has been quantified retrospectively; and

3. Is net of any consequential increase in actual emis-
sions due to any resultant shifting of demand.

“Recorded” means, in reference to an allowance transfer
or an allowance deduction, that an account in the NATS has
been updated by the NATS Administrator to reflect the
details of an allowance transfer or allowance deduction.

“Repowering” means, for the purpose of generating early
reduction credit:

1. The installation of equipment which is Qualifying
Repowering Technology as defined by 40 C.F.R. Part 72;
or

2. The replacement of a budget source either by a new
combustion source or by the purchase of heat or power
from the owner of a new combustion source provided
that:
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i. The replacement source (regardless of owner) is
on the same property or on a contiguous property as
the budget source being replaced;

ii. The replacement source has a maximum useful
heat output rate (including electric power) that is equal
to or greater than the maximum heat output rate of the
budget source being replaced; and

- iii. Relative to the performance of technology in
widespread commercial use as of November 15, 1990,
the replacement source incorporates technology which
better controls the emission of the air contaminants
from the combustion process, while simultaneously im-
proving fuel efficiency.

“Retirement account” means a NATS account which
holds used or permanently retired allowances. The number
of allowances in that account can be increased if additional
allowances are transferred into it from another account.
The number of allowances in the account shall never de-
crease, except in the case when an error is being corrected.
There are two types of retirements accounts:

1. Accounts into which the NATS administrator depos-
its allowances deducted from compliance accounts pursu-
ant to the end-of-season reconciliation procedures de-
scribed at N.J.A.C. 7:27-31.17; and

2. Accounts into which the NATS administrator depos-
its allowances that are permanently retired at the request
of the AAR of a general account or a compliance ac-
count.

“State Implementation Plan” or “SIP” means a plan for
the attainment of any National Ambient Air Quality Stan-
dard, prepared by a state and approved by the USEPA
pursuant to Section 110 of the Clean Air Act (42 US.C.
§8 1857 et seq.).

“Source operation” or ‘“source” means any process, or
any identifiable part thereof, that emits or can reasonably be
anticipated to emit any air contaminant either directly or
indirectly into the outdoor atmosphere. A source operation
may include one or more pieces of equipment or control
apparatus. "

“Submitted” means signed by the authorized account
representative and sent to the appropriate agency. TFor
purposes of determining when a document has been submit-
ted, an official U.S. Postal Service postmark or an equiva-
lent official indication by another mail delivery service shall
establish the date of submittal. For purposes of determin-
ing when an electronic transmission has been submitted, the
electronic time stamp of the receiving agency shall establish
the date of submittal.

“Surplus” means, in reference to emission reductions:
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1. Not required pursuant to any air quality emission
limit or standard in any applicable law, regulation, or
order; :

2. Not relied upon in a SIP submitted by the State at
the time the reduction was made, including in an attain-
ment demonstration that applies to the air quality control
region in which the emission reductions occur; and

3. Not required pursuant to a permit, unless the permit
expressly states that the emission reductions (or a portion
of such reductions) are being made voluntarily and are
not the consequence of any requirement.

“USEPA” means the United States Environmental Pro-
tection Agency.

7:27-31.3 Applicability and general provisions

(a) The provisions of this subchapter apply to the owner
or. operator of any budget source located in New Jersey.
This shall include the owner or operator of any baseline

- source and of any source “opted-in” to the NO, Budget
Program pursuant to N.J.A.C. 7:27-31.4.

(b) Each jurisdiction in the OTR which is implementing
the NO, Budget Program is establishing a base emission
budget for the control period in each year, commencing with
the year 1999. The base emission budget for New Jersey is
as follows:

1. 17,340 tons of NO, for the years 1999, 2000, 2001,
and 2002; and

2. 13,022 tons of NO, for the year 2003 and each year
thereafter.

(c) Beginning in 1999, the Department shall allocate each
year a number of allowances not exceeding the number of
tons in the base emission budget for that year, plus an
additional number of allowances added to accommodate
opt-in sources, pursuant to N.J.A.C. 7:27-31.4. For each
year the NATS Administrator shall initially assign allow-
ances equal to New Jersey’s base emission budget, plus the
allowances for the opt-in sources, to New Jersey’s “authori-
ty” account in the NATS. This “authority” account contains
the Department’s authority to create a fixed number of
allowances, upon which the allowances will be assigned
serial numbers and upon which they will be transferred into
the Department’s “primary” account. This “primary” ac-
count is a general account held by the Department from
which it allocates allowances.

(d) All allowances shall be held in accounts within the
NO, Allowance Tracking System (NATS), as described at
NJ.A.C. 7:27-31.13, NO, Allowance Tracking System.
These allowances shall include only the following:

1. Allowances which reflect each year’s base emission
budget;
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2. Allowances created to accommodate opt-in sources
pursuant to N.J.A.C. 7:27-31.4; and

3. Allowances based on early reduction credits pursu-
ant to NJ.A.C. 7:27-31.12.

(e) In the years 1999 through 2002, the Department shali
allocate all the allowances comprising the base emission
budget for New Jersey in accordance with N.J.A.C.
7:27-31.7, Annual allowance allocation. In the year 2003
and each year thereafter, the Department shall first reserve
4,822 of the allowances in the base emission budget for New
Jersey, by transferring them into the attainment reserve
account held by the Department, and shall then allocate the
remainder of the allowances in the base budget (that is,
8,200 allowances). In the judgment of the Commissioner,
the Department shall only either retire an allowance depos-
ited in the attainment reserve or use it for any other
purpose which would contribute toward the attainment or
maintenance of the National Ambient Air Quality Standard
for ozone in New Jersey. If the Department intends to use
any allowance in the attainment reserve account for any
purpose other than retirement, the Department shall publish
a notice in the New Jersey Register. This notice shall
provide the public an opportunity for comment regarding
the intended use. This public comment period shall be at
least 30 days from publication of the notice.

(f) A New Jersey holder of an account in the NATS is
subject to the applicable requirements of this subchapter.
This includes the requirement, set forth at N.J.A.C.
7:27-31.13, NO, Allowance Tracking System, to designate an
authorized account representative (AAR). Only the AAR
of an account may authorize the transfer of an allowance
from the account to another account in accordance with the
procedures set forth at N.J.A.C. 7:27-31.10, Allowance
transfer, use, and retirement.

(g) Pursuant to N.J.A.C. 7:27-31.16(c), the owner or
operator of each budget source located in New Jersey shall
monitor the emissions of each budget source in accordance
to the monitoring plan approved by the Department pursu-
ant to N.J.A.C. 7:27-31.14, Emissions monitoring, and re-
port the source’s actual NO, emissions during that year’s
control period to the NETS Administrator. At the request
of the member jurisdictions of the OTC, the United States
Environmental Protection Agency’s Acid Rain Division has
agreed to serve as the NETS Administrator. Correspon-
dence for NETS Administrator shall be addressed as fol-
lows:

ATTN: NO, BUDGET PROGRAM

United States Environmental Protection Agency
Acid Rain Division—Mail Code 6204

401 M Street NW

Washington, DC 20460
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(h) The date of a submission to the NATS or NETS shall
be considered to be the date indicated by the official U.S.
Postal Service postmark on the envelope in which the
document is mailed or, if the submission is made electroni-
cally, the electronic time stamp of the receiving agency.

(1) In the year 1999 and in each year thereafter, the
owner or operator of a budget source shall ensure that, by
the allowance transfer deadline, the allowances which are
held for the budget source in a compliance account and
which are valid for use in the current year are equal to or
greater than the allowances to be deducted from the ac-
count pursuant to N.J.A.C. 7:27-31.17, End-of-season recon-
ciliation. The number of allowances to be deducted is
equal to the total number of tons NO, actually emitted from
the budget source during that year’s control period as
reported pursuant to (g) above.

(j) Following each year’s control period, the NATS ad-
ministrator shall deduct and permanently retire allowances
from each budget source’s compliance account to reconcile
the emissions of the budget source during the preceding
control period pursuant to N.J.A.C. 7:27-31.17, End-of-
season reconciliation.

(k) All allowances shall be allocated, transferred, used, or
retired as whole allowances. Unless otherwise specified, in
any computation to determine the number of whole allow-
ances to be allocated, transferred, used or retired, the
amount of allowances shall be rounded down for decimals
less than 0.50 and rounded up for decimals of 0.50 or
greater. Also, unless otherwise specified, in any computa-
tion to calculate emissions, including emissions during the
May 1 and September 30 period in 1990 under N.J.A.C.
7:27-31.4, Opt-in provisions or N.J.A.C. 7:27-31.12, Early
reductions, the NO, emissions shall be rounded down to the
nearest ton for decimals less than 0.50 and rounded up for
decimals of 0.50 or greater.

(/) Allowances are valid only for the purposes of meeting
the requirements of this subchapter and cannot be used to
authorize the exceedance of the limitations of a permit or of
another applicable rule or regulation.

(m) An allowance shall not constitute a security and does
not constitute or convey a property right. Nothing in this
subchapter shall be construed to limit the authority of the
Department to condition, limit, suspend or terminate any
allowances or authorization to emit which said allowance
represents.

(n) Nothing in this subchapter waives any Federal or
State requirement that otherwise applies to a budget source,
including, but not limited to: the Reasonably Available
Control Technology standards for NO, at N.J.A.C. 7:27-19;
requirements pertaining to the construction of new or modi-
fied sources at N.J.A.C. 7:27-8, 18 and 22; and the require-
ments pertaining to the Federal acid rain program at 40
C.F.R. Parts 72 through 78.
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(0) Any person who submits information to the Depart-
ment may assert a confidentiality claim for that information
in accordance with N.J.A.C. 7:27-1.6. Emissions informa-
tion, as defined at NJ.A.C. 7:27-1.4, is not confidential.
The Department shall process and evaluate confidentiality
claims in accordance with N.J.A.C. 7:27-1.6 through 1.30
inclusive. ’

7:27-31.4 Opt-in provisions

(a) An owner or operator of a stationary source, that is
neither a fossil fuel fired indirect heat exchanger with a
maximum rated heat input capacity of at least 250 MMBtu
per hour nor an electric generating unit with a rated output
of at least 15 MW, may request approval from the Depart-
ment to opt the source into the NO, Budget Program in
accordance with the provisions of this section.

(b) Any person seeking to opt a stationary source into the
NO, Budget Program shall submit the information required
by this section, on application forms obtained from the
Department, to the following address:

ATTN: NO, BUDGET OPT-IN

New Jersey Department of Environmental Protec-
tion

Office of Air Quality Management

401 East State Street

PO Box 418

Trenton, NJ 08625-0418

(c) An application submitted pursuant to (b) above shall
include the following information: ‘

1. Identification of the owner of the proposed opt-in
source, including the name of the company, its mailing
address, and telephone number;

2. Identification of the proposed opt-in source, includ-
ing the facility identification number, source identification
number, fuels allowed to be burned, heat input capacity of
the source, lowest allowable NO, emission rate for each
type of fuel allowed to be burned, any other applicable
limits on operation;

3. Information regarding the operation of the proposed
opt-in source during the period May 1 through September
30 for each of the five preceding years. This information
will be used by the Department in order to determine the
baseline emissions. Such information includes, for each
type of fuel burned, and for each of the five previous
control periods (or, if the source has operated for less
than five years, for the control periods in each year of
operation):

i. The source’s actual heat input, expressed in
MMBtu;

ii. The source’s NO, emissions, expressed in pounds;

iii. The total productivity of the source expressed in
MW-hr of net electric output and, for source that
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produces useful heat, in MMBtu of net useful heat
output; and

iv. Documentation as to how (c)3i through iii above
were determined;

4. An emission monitoring plan for the source opera-
tion consistent with the requirements at N.J.A.C.
7:27-31.14 and the “Guidance for Implementation of
Emission Monitoring Requirements for the NO, Budget
Program;”

5. Designation of an AAR pursuant to N.J.A.C.
7:27-31.13; and

6. Any other information requested by the Department
for use in its review of the application.

(d) Based on the information submitted pursuant to (b)
above, the Department shall determine the amount of allow-
ances that would be added to the New Jersey emission
budget each year to accommodate the source, if it is ap-
proved as an opt-in source. This amount shall be deter-
mined in accordance with (j) below. This amount shall only
be added for the years following approval of the source as
an opt-in source.

(e) The Department shall not approve an application for
an opt-in if:

1. The applicant fails to:

i. Provide the information required pursuant to (c)
above; or

ii. Propose in the monitoring plan a method for
quantifying emissions from the source of sufficient ac-
curacy and reliability on which to base determination of
the source’s compliance each year with N.J.A.C.
7:27-31.3(i); or

2. The proposed opt-in source is not a type of source
for which an emissions monitoring plan consistent with
the “Guidance for Implementation of Emission Monitor-
ing Requirements for the NO, Budget Program” and the
requirements at N.J.A.C. 7:27-31.14 can be developed.

(f) If the Department reaches a preliminary determina-
tion to approve an opt-in application, the Department shall
publish notice of this intent in the New Jersey Register and
provide the interested public an opportunity to comment.
In addition, the Department will seek comment from the
members of the OTC who are also implementing NO,
Budget Programs. The notice shall specify the amount by
which the Department intends to increase the New Jersey
emission budget each year to accommodate the proposed
opt-in source. The comment period shall be at least 30
days commencing with the Register’s date of publication.
The Department shall take into consideration the comment
received during the public comment period when making its
final determination as to whether to approve the opt-in
application.

Supp. 7-20-98

(g) Upon approval of the opt-in application, the source
shall be considered a budget source and shall be subject to
all terms and conditions of the NO, Budget Program, in-
cluding requirements for allowance transfer or use, emis-
sions monitoring, record keeping, reporting, and penalties.

(h) If, at the time of approval of an opt-in application,
the amount by which the Department increases the New
Jersey emission budget in any given year to accommodate
the opt-in source is more than the amount specified in New
Jersey Register notice, published pursuant to (f) above, the
Department shall publish a second notice in which it speci-
fies this revised amount and sets forth the reasons for this
revision.

(i) (Reserved)

(j) The number of allowances to be to be added to the
New Jersey emission budget to accommodate the source for
the years following approval of a source as an opt-in source
shall be determined as follows:

1. Select the two consecutive annual May 1 through
September 30 periods, from the five years preceding the
opt-in application, during which the actual operation of
the source best represents, in the judgement of the De-
partment, normal activity;

2. Determine the source’s actual average baseline heat
input and average baseline NO, emissions during the two
consecutive May 1 through September 30 periods selected
pursuant to (j)1 above;

3. The number of allowances to be added to the New
Jersey emission budget shall be the amount which is the
least of the following:

i. The source’s average baseline NO, emissions, as
determined in (j)2 above;

ii. The sum of the products obtained by multiplying
the lowest allowable NO, emission rate applicable at the
time of the application for each fuel by the actual
average baseline heat input for that fuel; and

iii. The maximum allowable NO, emissions during a
control period as established by any permit or any law
or rule.

(k) The total amount of allowances allocated to an opt-in
source in any given year shall not exceed the final amount
approved for the source, pursuant to (f) or (h) above. If
the productivity of the source is curtailed, an amount of
allowances shall be deducted pursuant to N.J.A.C.
7:27-31.17(g)3.

(!) The Department shall reduce the total amount by
which the New Jersey emission budget is increased each
year to accommodate a source, if a new rule or law estab-
lishes an applicable maximum allowable emission rate which
is more stringent than the rate originally used to determine,
under (d) and (h) above, the amount the budget would be
increased to accommodate the source.
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(m) For any opt-in source which is subsequently repow-
ered or replaced, the amount by which the New Jersey
emission budget is increased in any given year to accommo-
date the source shall continue to be the final amount
originally approved for the opt-in source pursuant to (f) and
(g) above. The source which is repowering or replacing the
opt-in source shall continue to be allocated the full amount,
provided that the productivity of the repowered or replaced
source is at least as great as that of the original opt-in
source and no new law or rule establishes a lower allowable
emissions limit applicable to the original opt-in source.
Otherwise the amount shall be adjusted pursuant to (k) or
() above, as applicable.

(n) Each year, prior to December 31, the Department

shall provide the following information to the Administrator
of the NATS and to USEPA, Region II:

1. A list of all sources that are opt-in sources, including
any new opt-in sources approved that year; and

2. The number of allowances by which the current year
New Jersey emission budget has been increased, for each
opt-in source, to accommodate that source.

(0) An owner or operator who elects to opt a source into
the NO, Budget Program shall not opt the source out of the
program. The source shall remain in the program and
remain subject to the requirements of this subchapter until:

1. The source has ceased to operate and:

i. Any permits and certificates issued for the source
pursuant to N.J.A.C. 7:27-8 have been canceled; and

ii. The provisions of any operating permit issued
pursuant to N.J.A.C. 7:27-22 pertaining to the source
have been removed; or

2. The source has been replaced, in which case the
replacement source shall become a budget source.

7:27-31.5 Interface with the emission offset program

(a) Any owner or operator of a new or modified budget
source which is subject to the emission offset requirements
at N.JLA.C. 7:27-18 shall meet the applicable emission offset
requirements of that subchapter as well as the requirements
of this subchapter. Obtaining and holding sufficient allow-
ances for a source under this subchapter does not relieve an
owner or operator from the obligation also to obtain any
required emission offsets.

(b) Allowances shall be allocated from New Jersey’s
emissions budget to a new or modified budget source in
accordance with N.J.A.C. 7:27-31.7. New Jersey’s base
emission budget is established at N.J.A.C. 7:27-31.3(b), and
shall not be increased to accommodate the new or modified
source.

(c) If a budget source’s emission reductions, which are
creditable emission reductions under N.J.A.C. 7:27-18.5, are
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secured for use, by the owner or operator of the budget
source or by another person, as NO, emission offsets for a
source which is not a budget source, the owner or operator
of the budget source shall report this to the Department.
The NATS administrator shall deduct allowances from the
budget source’s compliance account commensurate in value,
in terms of control period emissions, to the emission offsets
secured for use by the source which is not a budget source,
unless the owner or operator of the source using the emis-
sion offsets opts the source for which the emission offsets
are being secured into the NO, Budget Program prior to the
date the Department approves a permit for that source.
However, if creditable emission reductions generated by a
budget source are secured for use as NO, emission offsets
by another budget source, no such deduction will be made.

7:27-31.6 Interface with the open market emissions
trading program

(a) A person may, under the following conditions, convert
one or more NO, Budget allowances into DER credits
which may be transferred, retired or used pursuant to the
Open Market Emissions Trading Program:

1. The person identifies the allowance(s) to be con-
verted into DER credits. The allowances shall be one of
~ the following;:

i. Allowance(s) allocated for a given control period
to the owner or operator of a budget source located in
New Jersey, provided that:

(1) The person converting the allowance(s) into
DER credits is the person to whom the allowance(s)
were allocated;

(2) The first and last days of the control period for
which the allowance(s) were allocated under the NO,
Budget Program is given as the first and last days of
the generation period under the Open Market Emis-
sions Trading Program; and

(3) The budget source achieved, during the control
period, NO, emission reductions that:

(A) Are equal to or greater than the emissions
value of the allowance(s) being converted; and

(B) Satisfy the requirements that apply to emis-
sion reductions to be used as the basis for a DER
credit under N.J.A.C. 7:27-30.4, 30.5 and 30.6; or

ii. An incentive allowance allocated pursuant to
N.J.A.C. 7:27-31.7(c)3 or (e)3 to an electric consumer
that reduced its electricity consumption through imple-
mentation of an energy efficiency measure;

2. The person’s AAR submits an Allowance Transfer
Form to the NATS Administrator indicating that the
identified allowance(s) are to be transferred to the NATS
Account Number NJ0000000300, which is a retirement
account established by the Department;
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3. The person determines the number of DER credits
generated in accordance with N.J.A.C. 7:27-30.5. Howev-
er, instead of calculating the quantity of emission reduc-
tions on which the DER credits are based pursuant to
N.J.A.C. 7:27-30.5(c), the person shall take as given that
this quantity equals the emissions value of the retired
allowance(s). This given quantity shall be subject to dis-
counting, as applicable, under N.J.A.C. 7:27-30.5(h). The
number of DER credits generated shall then be calculated
pursuant to N.J.A.C. 7:27-30.5(i); and

4. The person submits a Notice of DER Generation
pursuant to N.J.A.C. 7:27-30.7 and 30.19 for the genera-
tion of DER credits based on the retirement of the
allowances.

(b) Except as provided in the provisions for early reduc-
tions at N.J.A.C. 7:27-31.12, Early reductions, DER credits
shall not be converted to allowances and used to satisfy the
requirements of this subchapter.

Amended by R.2000 d.204, effective May 15, 2000 (operative June 6,
2000).

See: 31 N.J.R. 1671(a), 32 N.J.R. 1808(a).
Rewrote (a); and deleted a former (c).

7:27-31.7 Annual allowance allocation

(a) Beginning in 1999, the Department shall allocate
allowances each year in accordance with this section. For
the years 1999, 2000, 2001 and 2002, the Department shall
allocate the New Jersey emission budget in accordance with
(b) and (c) below; for the year 2003 and each year thereaf-
ter, the Department shall allocate the New Jersey emission
budget in accordance with (d) and (e) below. In addition,
in each of these years, the Department shall allocate addi-
tional allowances to opt-in sources in accordance with (f)
below. Also, in the year 1999, the Department shall allo-
cate allowances in accordance with (g) below to sources
which have been approved to receive early reduction allow-
ances pursuant to N.J.A.C. 7:27-31.12.

(b) By April 1 in each of the years 1999, 2000, 2001, and
2002, the Department shall allocate 17,340 allowances of the
New Jersey emission budget, minus any allowances that have
been previously allocated pursuant to (c)3ii or (i) below, or
pursuant to N.J.A.C. 7:27-31.17(h). This subsection does

Allowable Emission Rate x Allowable Activity
2,000

Allowances =

Where:

Allowable Emission Rate = The allowable emission rate, expressed in
pounds per unit of activity. If more than
one fuel is allowed to be used, the allow-
able emission rate shall be the weighted
average of the allowable emission rates
for each fuel type; the weighting of this
average shall be based on the maximum
allowable consumption of the fuel associ-
ated with the highest allowable NO,
emission rate. If the allowable emission
rate for a given fuel is greater than 0.15
Ib/MMBtu, then 0.15 Ib/MMBtu shall be
used as the allowable emission rate for
the purpose of this equation;

The maximum allowable activity of the
source for the control period which is
based on the lesser of the maximum ca-
pacity and any limit on the activity during
the control period as established by any
law, rule or permit; and

The factor converting pounds into tons;

Allowable Activity =

2,000 =

2. Step 2: This step determines the number of allow-
ances which are to be allocated to the Growth Reserve.
The purpose of this reserve is to hold aside a pool of
allowances, so that they are available for distribution after
the control period to certain budget sources to accommo-
date an increase in fuel use. The number of allowances
to be allocated to this reserve in this step is based on up
to a 50 percent increase in the average heat input of
budget sources having emission rates not greater than
0.15 pounds per MMBtu. The number of allowances to
be allocated to the reserve is calculated in accordance
with the following procedure for each budget source that
is not a new budget source:

i. Calculate the average NO, emission rate (ERyoy)
of the source, expressed in pounds per MMBtu, in
accordance with the following equation:

ERnox = _El1 + E2
H1 + H2

not apply to opt-in sources; opt-in sources are addressed  Where:
separately in (f) below. The Department shall allocate  E1 = The total actual NO, emissions, expressed in pounds,
allowances in accordance with the following steps: during the following control period: of the most recent
1. Step 1: This step determines the number of allow- three control periods, the control period during which
_ances which are to be allocated to the New Source the source had the greatest actual heat input;
Reserve. The purpose of this reserve is to hold aside a E2 = The total actual NO;, emissions, expressed in pounds,
pool of allowances, so that they are available for distribu- during the following control period: of the most recent
tion after the control period to new budget sources which three control periods, the control period during which
have not operated for two full May 1 through September the source had the second greatest actual heat input;
P y gh Sep =
30 periods. The number of allowances to be allocated to H1 = The heat input, expressed in MMBu, during the
. © . . following control period: of the most recent three
this reserve in this step is based on each new budget control periods, the control period during which the
source’s allowable emissions for the control period. For source had the greatest actual heat input; and
each new budget source, the Department shall allocate {2 = The heat input, expressed in MMBtu, during the
allowances from the New Jersey NO, emission budget following control period: of the most recent three
into the New Source Reserve in accordance with the control periods, the control period during which the
following equation: source had the second greatest actual heat input;
Supp. 5-15-00 27-314
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ii. If the average NO, emission rate (ERyc,) of the
source as calculated in (b)2i above is greater than 0.15
pounds of NO, per MMBtu, then no allowances shall
be allocated to the Growth Reserve with respect to the
source.

iii. If the average NO, emission rate (ERyo,) of the
source as calculated in (b)2i above is not greater than
0.15 pounds of NO, per MMBtu, then allowances shall
be allocated to the Growth Reserve in accordance with
the following procedure:

(1) Calculate 150 percent of the average actual
heat input of the two control periods, out of the last
three years, which had the highest heat input in
accordance with the following equation:

H,, = 15X (-1“—’2'—-“—2-)

Where:

Hipo = 150 percent of the average actual heat input of the two
control periods, out of the last three years, which had the
highest heat input;

H1 The heat input, expressed in MMBtu, during the following

control period: of the most recent three control periods, the
control period during which the source had the greatest
actual heat input; and

The heat input, expressed in MMBtu, during the following
control period: of the most recent three control periods, the
control period during which the source had the second
greatest actual heat input;

(2) If Hispq, as determined in (b)2iii(1) above, is
not greater than the maximum allowable heat input
of the source during the control period, then number
of allowances to be allocated to the reserve is calcu-
lated in accordance with the following equation:

. Allowances = ERnox x 0.5 x H1 + H2) x 1
2 2,000
Where:
ERnox =  The average actual NO, emission rate, expressed

H1

H2

in pounds per MMBtu, as calculated in (b)2i
above;

= The heat input, expressed in MMBtu, during the

following control period: of the most recent three
control periods, the control period during which
the source had the greatest actual heat input;

= The heat input, expressed in MMBtu, during the

following control period: of the most recent three
control periods, the control period during which
the source had the second greatest actual heat
input; and '

2,000 = The factor for converting pounds into tons;

(3) If the result of (b)2iii(1) above is greater than
the maximum allowable heat input of the source
during the control period, then number of allowances
to be allocated to the reserve is calculated in accor-
dance with the following equation:

11 + H2 i
Allowances = F‘RNO.xX le\lh:‘\.ihh' ’ 6} )X

2 2.000
Where:
ERy\, = The average actual NO_ emission rate. expressed in
pounds per MMBtu. as calculated in (b)2i above:
H, i = The maximum allowable heat input of the source for the

control period which is based on the lesser of the
maximum heat input capacity and any limit on the heat
input during the control period as established by any
law. rule or permit;

Hl = The heat input, expressed in MMBtu. during the
following control period: of the most recent three
control periods, the control period during which the
source had the greatest actual heat input;

H2 = The heat input, expressed in MMBtu, during the
following control period: of the most recent three
control periods, the control period during which the
source had the second greatest actual heat input; and

2,000 = The factor for converting pounds into tons;

3. (Reserved)

4. Step 3: This step is a preliminary determination of
the number of allowances which are to be allocated in
(b)5 (Step 4) below to each budget source that is not a
new budget source. For this step, the Department shall
use the following procedure:

i. If the average NO, emission rate (ERyo, ) of the
source as calculated in (b)2i above is greater than 0.15
pounds of NO, per MMBtu, then the number of allow-
ances determined in this step is calculated in accor-
dance with the following equation:

Allowances = 020 X (H1 + HZ)
) 2,000 2

Where:

0.15 =  The allocation rate, expressed in pounds per MMBtu,
which is the maximum rate to be used for the alloca-
tion of allowances in this step;

Hl = The heat input, expressed in MMBtu, during the
following control period: of the most recent three
control periods, the control period during which the
source had the greatest actual heat input;

H2 = The heat input, expressed in MMBtu, during the
following control period: of the most recent three
control periods, the control period during which the
source had the second greatest actual heat input; and

2,000 = The factor for converting pounds into tons;

ii. If the average NO, emission rate (ERyq, ) of the
source as calculated in (b)2i above is not greater than
0.15 pounds of NO, per MMBtu, then the preliminary
determination of the number of allowances to be allo-
cated to the source is calculated in accordance with the
following procedure:
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(1) If the weighted allowable emission rate as

calculated in Equation 1 below is less than 0.15

i_zl(AERix(Hl.l + H2))

. . ERAIINW!NA - Equation 1
pounds of NO, per MMBtu, then the preliminary i
determination of the number of allowances to be = (1.111 + H2)
allocated to the source is calculated in accordance
with the Equation 2 below: Where:

n= The number of types of fuel burned during the two
control periods out of the last three which had the
greatest heat input; '

AER, = The lowest allowable emission rate, expressed in
pounds per MMBtu, for the source for each type of
fuel burned during the two control periods out of the
last three which had the greatest heat input;

Hl = The heat input, expressed in MMBtu, for each type
of fuel burned during the following control period:
of the most recent three control periods, the control
period during which the source had the greatest
actual heat input; and

H2, = The heat input, expressed in MMBtu, for each type
of fuel burned during the following control period:
of the most recent three control periods, the control
period during which the source had the second
greatest actual heat input;

R ER
Allowances = ~ERsp, * ER ) X (1 + H2) X 1 Equation 2
2 2 2,000

Where:

ERyo, = The average NO, emission rate, expressed in pounds
per MMBu, as calculated in (b)2i above;

ER, i ™ The weighted allowable emission rate, expressed in
pounds per MMBtu, as calculated in Equation 1
above;

Hl = The heat input, expressed in MMBtu, during the
following control period: of the most recent three
control periods, the control period during which the
source had the greatest actual heat input;

H2 = The heat input, expressed in MMBtu, during the
following control period: of the most recent three
control periods, the control period during which the
source had the second greatest actual heat input; and

2,000 = The factor for converting pounds into tons;

(2) If the weighted allowable emission rate as
calculated in Equation 1 of (b)4ii(1) above is not less
than 0.15 pounds per MMBtu, then the preliminary
determination of the number of allowances to be
allocated to the source is calculated in accordance
with the following equation:

Allowances = (ERnge + 0.15) x (H1 4+ H2) x 1
2 2 2,000

Where: '

ERnox = The average NOy emission rate, expressed in pounds
per MMBtu, as calculated in (b)2i above;

0.15 = 0.15 pounds per MMBtu, which is the maximum rate
at which allowances are allocated in this step;

Hl = The heat input, expressed in MMBtu, during the
following control period: of the most recent three
control periods, the control period during which the
source had the greatest actual heat input;

H2 = The heat input, expressed in MMBtu, during the
following control period: of the most recent three
control periods, the control period during which the
source had the second greatest actual heat input; and
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2,000 = The factor for converting pounds into tons; and
5. Step 4: The Department shall allocate the remain-
der of the allowances as follows:

i. The sum of the following shall be determined:

(1) The number of allowances allocated to the
New Source Reserve in (b)1 (Step 1) above;

(2) The number of allowances allocated to the
Growth Reserve in (b)2 (Step 2) above;

(3) The number of allowances that have been
previously allocated pursuant to (c)3ii or (i) below, or
pursuant to N.J.A.C. 7:27-31.17(h); and

(4) The number of allowances preliminarily deter-
mined in (b)4 (Step 3) above to be allocated to each
budget source that is not a new budget source;

ii. If the sum in (b)5i above is less than or equal to
17,340, then the Department shall allocate allowances
as follows:

(1) Allowances shall be allocated to each budget
source that is not a new budget source, as preliminar-
ily determined in (b)4 (Step 3) above; and

(2) The remaining allowances shall be allocated to
companies which operated budget sources in 1990.
These companies are listed in Table 1 below. The
number of allowances to be allocated to a given
company shall be determined in accordance with the
following equation:

Allowances =_Cq X Agr

Roche Vitamins Incorporat- 2.33376%
ed .

Tosco Refinery 1.74153%
City of Vineland Electric 0.32250%
Utility

Total 100.00000%

iii. If the sum determined in (b)Si above is greater
than 17,340, then the Department shall allocate the
remaining allowances to budget sources in proportion
to the amount of preliminarily determined in (b)4 (Step
3) above. The proportional share to be allocated to
each shall be determined as follows:

Allowances = 17,340 - A0 - A1 - A2 xPA
PATotal
Where:
A0 = The total number of allowances that have been

previously allocated pursuant to (c)3ii or (i)
below, or pursuant to N.J.A.C. 7:27-31.17(h);

Al = The total number of allowances allocated to the
New Source Reserve in (b)l (Step 1) above;

A2 = The total number of allowances allocated to the
Growth Reserve in (b)2 (Step 2) above;

PA = The number of allowances preliminarily deter-
mined for allocation to the source as determined
in (b)4 (Step 3) above; and

PArtota = The sum of all allowances preliminarily deter-

mined for allocation to all budget sources in
(b)4 (Step 3) above.

(c) For the years 1999, 2000, 2001, and 2002, after each
control period, the Department shall allocate allowances
from the New Source Reserve, the Growth Reserve, and
Incentive Allowances as follows:

100

Where: 1. The Department shall allocate the allowances in
Cys =  The percent that activity of a given company contrib- the New Source Reserve by November 30 of the current

utes to the 17,054 allowances of the emission budget year as follows:

for New Jersey for the years 1999 through 2002 as

listed in Table 1 below; and _ i. For any new budget source, the Department shall
Ar = The remaining number of allowances, which have not allocate allowances equal to the number of tons of NO,

been allocated in (b)1 through 3 (Steps 1 through 3) . . .

" emitted by the source during the control period, unless

and (b)5ii(1) above. .

TABLE 1 the emissions exceed the lesser of 0.15 Ib/MMBtu or
the lowest allowable emissions limit during the control
period, in which case the allowances allocated to the

Percent of source will be reduced by difference between the actual
% {octri 159 3% NO, emission and the emissions at the lesser of the
tlantic Blectric ’ > allowable emission rate or 0.15 Ib/MMBtu during the
Chevron Products Company 0.12314% .. . . »
CIBA GEIGY 0.13487% p§r10d in which the' source exceeded this condition
Coastal Corporation 2.36895% within the control period; and
Cogen Technologies Energy 0.39287% .
Grou ii. If there are allowances remaining in the New
General Public Utilities Cor- 5.55881% Source Reserve after the allocation of allowances in
poration o accordance with (c)1i above, the Department shall allo-
Milford Power, Limited Part- 0.32250% cate these allowances to companies which operated
nership budget sources in 1990. These companies are listed in
Mobil Oil Corporation 1.97021% & : p
Prime Energy 1.33107% Table 1 above.. The number of allowances' to l?e
Public Service Electric and 67.46804% allocated to a given company shall be determined in
Gas Company accordance with the following equation:
27-317 Supp. 5-15-00
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Supp. 5-15-00

Allowances =_Cq X Agr
100

Where:
Cq = The percent that activity of a given company contrib-

utes to the 17,054 allowances of the base emission
budget for New Jersey for the years 1999 through
2002 as listed in Table 1; above and

The remaining number of allowances in the New
Source Reserve, which have not been allocated in
(c)1i above;

2. The Department shall allocate allowances in the
Growth Reserve by November 30 of the current year as
follows:

i. For each budget source that is not a new budget
source and that operated at an average actual emission
rate of 0.15 pounds of NO, per MMBtu or less during
the control period, the Department shall allocate allow-
ances according to the following procedure:

(1) Calculate the average actual emission rate for
the control period of the current year (ERjqy,) in
accordance with the following equation:

ERpcual = EA
HA
Where:
EA =  Actual emissions during the control period, expressed

in pounds of NO,; and
= Actual heat input during the control period, ex-
pressed in MMBtu;

(2) If the average actual emission rate (ERpepar)
for the budget source as calculated in accordance
with (¢)2i(1) above is greater than 0.15 pounds per
MMBtu or if the actual emissions during the control
period is less than the number of allowances allocat-
ed to the source pursuant to (b)5ii(1) or (b)5iii
above, then the Department shall allocate no allow-
ances from the Growth Reserve to the budget source;

(3) Except as provided in (c)2iii below, if the
average actual emission rate (ER,,) for the budget
source as calculated in accordance with (c)2i(1)
above is not greater than 0.15 pounds per MMBtu
and if the actual emissions during the control period
is greater then than the number of allowances allo-
cated to the source pursuant to (b)5ii(1) or (b)Siii
above, then the Department shall allocate allowances
from the Growth Reserve to the budget source in
accordance with the following equation:

Allowances = Epgua — A

Where:
Eactwal = The total NO, emissions, expressed in tons, of

the source during the control period, minus any
emissions due to the exceedance of an applica-
ble maximum allowable emissions limit; and

= The number of allowances allocated to the
source pursuant to (b)5ii(1) or (b)5iii above;

ii. If there are allowances remaining in the Growth
Reserve after the allocation of allowances in accor-
dance with (c)2i above, the Department shall allocate
these allowances to companies which operated budget
sources in 1990. These companies are listéd in Table 1
above. The number of allowances to be allocated to a
given company shall be determined in accordance with
the following equation:

Allowances =_Cq X Ag
100
Where:
Cy = The percent that activity of a given company con-
tributes to the 17,054 allowances of the base emis-
sion budget for New Jersey for the years 1999
through 2002 as listed in Table 1 above; and
Ag = The remaining number of allowances in the
Growth Reserve which have not been allocated in
(c)2i above;

iii. If there are not enough allowances in the
Growth Reserve to allocate allowances to all of the
eligible sources accordance with (c)2i above, then the
Department shall prorate the allocations to each source
according to the amount of allowances each source
would have otherwise received in accordance with the
following equation:

Allowances = _Asauce = X ARgeserve

Aroral
Where:
Asource = The number of allowances as determined in
(c)2i above for each source;
Aroral = The total number of allowances as determined
in (c)2i above for all of the eligible sources; and

AReserve = The number of allowances in the Growth Re-
A serve;

3. The Department shall allocate allowances for the
implementation of environmentally beneficial techniques
which save or generate energy as follows:

i. The Department shall allocate allowances to meet
claims which were submitted to the Department by
October 15 of the current year and which have been
approved by the Department pursuant to N.J.A.C.
7:27-31.8 in accordance with the following equation:

Allowances =_1.50 xE
2,000

Where:

1.50 =  The rate, expressed in pounds per MW-hr, at which
allowances are allocated for the implementation of
environmentally beneficial techniques that result in
the saving or generation of electricity; '

E= The amount of saved or generated electricity, ex-
pressed in MW-hr, in the approved claim pursuant to
N.J.A.C. 7:27-31.8; and

2,000 = The factor for converting pounds into tons;

ii. The Department shall allocate allowances from
the next year’s base emission budget for New Jersey
until all claims are met.
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(d) Prior to the control period in the year 2003 and in
each year thereafter, the Department shall transfer 4,822
allowances from the base emission budget for New Jersey
into the attainment reserve account held by the Department,
leaving 8,200 of 13,022 allowances of the base budget for
New Jersey to be allocated. The Department shall allocate
8,200 allowances minus any allowances that have been previ-
ously allocated pursuant to (c)3ii above, (e)3ii below, (i)
below or pursuant to N.J.A.C. 7:27-31.17(h). This subsec-
tion does not apply to opt-in sources; opt-in sources are
addressed separately in (f) below. The Department shall
allocate allowances in accordance with the following steps:

1. Step 1: This step determines the number of allow-
ances which are to be allocated to the New Source
Reserve. The purpose of this reserve is to hold aside a
pool of allowances, so that they are available for distribu-
tion after the control period to new budget sources which
have not operated for two full May 1 through September
30 periods. The number of allowances to be allocated to
this reserve in this step is based on each new budget
source’s allowable emissions for the control period. For
each new budget source, the Department shall allocate
allowances from the New Jersey emission budget into the
New Source Reserve in accordance with the following
equation:

able emission rate for the purpose of this
equation; -
The maximum allowable activity of the
source for the control period which is

. based on the lesser of the maximum ca-
pacity and any limit on the activity during
the control period as established by any
law, rule or permit; and
The factor converting pounds into tons;

Allowable Activity =

2,000 =

2. Step 2: This step determines the number of allow-
ances which are to be allocated to the Growth Reserve.
The purpose of this reserve is to hold aside a pool of
allowances, so that they are available for distribution after
the control period to certain budget sources to accommo- -
date an increase in fuel use. The number of allowances
to be allocated to this reserve in this step is based on up
to a 50 percent increase in the average heat input of
budget sources having emission rates not greater than
0.15 pounds per MMBtu. The number of allowances to
be allocated to the reserve is calculated in accordance
with the following procedure for each budget source that
is not a new budget source:

i. Calculate the average NO, emission rate (ERyq, )
of the source, expressed in pounds per MMBtu, in
accordance with the following equation:

Allowances = _Allowable Emission Rate x Allowable Activity ERnox = _El1 + E2
2,000 H1 + H2

Where: Where:

Allowable Emission Rate = The allowable emissioq rate, expressed in El = The total actual NOy emissions, expressed in pounds,
gggrﬁilpgraﬁr:vtv :df foc%‘éltzé:cg T}?;Zﬁg:vn » during the following control period: of the most recent
O e o e the’weighted three control periods, the control period dufmg which
average of the allowable emission rates the source had the greatest actual heat input;
for each fuel type; the weighting of this E2 = Thq total actual NOX emissions, pxpressed in pounds,
average shall be based on the maximum during the following control period: of the most recent
allowable consumption of the fuel associ- three control periods, the control period during which

. ated with the highest allowable NO, the source had the second greatest actual heat input;

emission rate. If the allowable emission H1 = The heat input, expressed in MMBtu, during the
rate for a given fuel is greater than 0.15 following control period: of the most recent three
Ib/MMBtu, then 0.15 Ib/MMBtu shall be control periods, the control period during which the
used as the allowable emission rate for had th test actual heat input: and
the purpose of this equation. If the allow- source had ihe greatest actu Pus, ;
able emission rate for a given fuel foran ~ H2 =  The heat input, expressed in MMBtu, during the
industrial boiler or process heater is following cgntrol period: of the ‘most recent three
greater than 0.20 Ib/MMBtu, then control periods, the control period during which the
0.20lb/MMBtu shall be used as the allow- source had the second greatest actual heat input;
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H1 + H2) 1
l = ER X H - (( ) X
Allowances NOx Atiowable 2 2,000

ii. If the source is an industrial boiler or a process
heater, the number of allowances to be allocated to the
Growth Reserve is determined in accordance with the
following procedure:

(1) If the average NO, emission rate (ERyg, ) of
the source as calculated in (d)2i above is greater than
0.20 pounds of NO, per MMBtu, then no allowances
shall be allocated to the Growth Reserve with respect
to that source; and

(2) If the NO, emission rate as calculated in (d)2i
above is not greater than 0.20 pounds of NO, per
MMBtu, then allowances shall be allocated to the
Growth Reserve in accordance with (d)2iv below;

iii. If the source is utilized for the purpose of
electric or steam generation or both and is not an
industrial boiler nor a process heater, the number of
allowances to be allocated to the Growth Reserve is
determined in accordance with the following procedure:

(1) If the average NO, emission rate (ERyp, ) of
the source as calculated in (d)2i above is greater than
0.15 pounds of NO, per MMBtu, then no allowances
shall be allocated to the Growth Reserve with respect
to that source;

(2) If the average NO, emission rate (ERygy ) Of
the source as calculated in (d)2i above is not greater
than 0.15 pounds of NO, per MMBtu, then allow-
ances shall be allocated to the Growth Reserve in
accordance with (d)2iv below;

iv. The number of allowances to be allocated to the
Growth Reserve pursuant to (d)2ii(2) and iii(2) above
shall be calculated in accordance with the following
procedure:

(1) Calculate 150 percent of the average actual
heat input of the two control periods, out of the last
three years, which had the highest heat input in
accordance with the following equation:

Hl =

2,000 =

Hptowable =

2,000 =

Where:

Hiso0 = 150 percent of the average actual heat input of the
two control periods, out of the last three years,
which had the highest heat input;

Hl = The heat input, expressed in MMBtu, during the
following control period: of the most recent three
control periods, the control period during which
the source had the greatest actual heat input; and

H2 = The heat input, expressed in MMBtu, during the

following control period: of the most recent three
control periods, the control period during which
the source had the second greatest actual heat
input;

(2) If Hjsy, as determined in (d)2iv(1) above, is
not greater than the maximum allowable heat input
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of the source during the control period, then number
of allowances to be allocated to the reserve is calcu-
lated in accordance with the following equation:

Hi +H2) x 1
2 2,000

Allowances = ERyox X 0.5 x

Where:
ERyox =

The average actual NO, emission rate, expressed in
pounds per MMBtu, as calculated in (d)2i above;
The heat input, expressed in MMBtu, during the
following control period: of the most recent three
control periods, the control period during which
the source had the greatest actual heat input;
The heat input, expressed in MMBtu, during the
following control period: of the most recent three
control periods, the control period during which
the source had the second greatest actual heat
input; and "

The factor for converting pounds into tons; and

(3) If the result of (d)2iv(1) above is greater than
the maximum allowable heat input of the source
during the control period, then number of allowances
to be allocated to the reserve is calculated in accor-
dance with the following equation:

0.15 x (Hl + HZ)
2,000 2

The average actual NO, emission rate, expressed in
pounds per MMBtu, as calculated in (d)li above;
The maximum allowable heat input of the source for
the control period which is based on the lesser of the
maximum heat input capacity and any limit on the
heat input during the control period as established by
any law, rule or permit;

The heat input, expressed in MMBtu, during the
following control period: of the most recent three
control periods, the control period during which the
source had the greatest actual heat input;

The heat input, expressed in MMBtu, during the
following control period: of the most recent three
control periods, the control period during which the
source had the second greatest actual heat input; and
The factor for converting pounds into tons;

Allowance =

3. (Reserved)

4, Step 3: This step is a preliminary determination of
the number of allowances which are to be allocated in
(d)5 (Step 4) below to each budget source that is not a
new budget source. In this step, the Department shall
preliminarily determine the number of allowances to be
allocated to each budget source that is not a new budget
source, in accordance with the following procedure:

i. If the source is an industrial boiler or a process
heater, the number of allowances to be allocated to the
ssource is preliminarily determined in this step in accor-
dance with the following procedure:

(1) If the average NO, emission rate (ERyo,) of
the source as calculated in (d)2i above is greater than
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0.20 pounds of NO, per MMBtu, then the number of
allowances to be allocated to the source is prelimi-
narily determined in accordance with the following
equation:

Where:

[ Hypp=15x (—”—';i) ]

_ 020 (Hl + H2 )
Allowances = 2,000 X \

2

0.20 = The allocation rate, expressed in pounds per MMBtu;

Hl=  The heat input, expressed in MMBu, during the following
control period: of the most recent three control periods, the
control period during which the source had the greatest actual
heat input: -

The heat input, expressed in MMBtu, during the following

control period: of the most recent three control periods. the
control period during which the source had the second greatest
actual heat input; and

2,000 = The factor for converting pounds into tons:

(2) If the average NO, emission rate as calculated
in (d)2i above is not greater than 0.20 pounds of NO,
per MMBtu, then the number of allowances to be
allocated to the source is preliminarily determined in
accordance with the following equations:

Preliminary Allowances = B yomse

Where:

-
Allowable

Actual
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+E, .
2

The average allowable emissions for the source, as
determined in Equation 2 below; and

The average actual emissions for the source, as
determined in Equation 3 below;

EAllumble -

Where:
n =

AER; =

Hli=

2,000 =

Equation 1 .

Where:
El =

E2=

2,000 =

l_El(AER,x(Hli + H2))

1

X Equation 2
2 2,000

The number of type of fuel burned during the two
greatest heat input control periods during the last
three years;

The lesser of 0.20 pounds per MMBtu or the lowest
allowable emission rate expressed in pounds per
MMBtu for the source for each type of fuel burned
during the two greatest heat input control periods;
The heat input, expressed in MMBtu, for each type
of fuel during the following control period: of the
most recent three control periods, the control period
during which the source had the greatest actual heat
input;

The heat input, expressed in MMBu, for each type
of fuel during the following control period: of the
most recent three control periods, the control period
during which the source had the second greatest
actual heat input; and

The factor for coﬂverting pounds into tons;

—t uation 3
2 2,000 Equatic

The total actual NO; emissions, expressed in pounds,
during the following control period: of the most recent
three control periods, the control period during which
the source had the greatest actual heat input;

The total actual NO, emissions, expressed in pounds,
during the following control period: of the most recent
three control periods, the control period during which
the source had the second greatest actual heat input; and
The factor for converting pounds into tons; and

ii. If the source is utilized for the purpose of elec-
tric generation alone or for the purpose of generation
of a combination electricity and useful heat, the num-
ber of allowances to be allocated to the source is
preliminarily determined in accordance with the follow-
ing procedure:

(1) If the average NO, emission rate (ERyg, ) of

the source as calculated in (d)2i above is greater than
0.15 pounds of NO, per MMBtu, then the number of
allowances for the source is preliminarily determined
in accordance with the following equation:
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o ) - . )
1.50 x ((“_‘_:ﬂ:)+ 044 X (()51 : ()5_)

Allowances = Eaiowstie =
2.000
Where:
1.50 = The allocation rate, expressed in pounds per MW-hr: Where:
OEl=  The net electric output. expressed in MW-hr. during the n=
following control period: of the most recent three control
petiods. the control period during which the source had the
greatest actual net electric output:
OE2= The net electric output, expressed in MW-hr, during the 1=
following control period: of the most recent three control
petiods, the control period during which the source had the
second greatest actual net electric output:
0.44= The allocation rate, expressed in pounds per MMBtu output, Hli=
which is approximately equivalent to the allocation rate of 1.50
pounds per MW-hr; .
OS1= The net useful heat output, expressed in MMBtu. during the
following control period: of the most recent three control
periods. the control period during which the source had the
greatest actual net electric output: H2i =
0O82= The net useful heat output, expressed in MMBtu, during the
following control period: of the most recent three control
periods. the control period during which the source had the
second greatest actual net electric output; and )
2.000=The factor for converting pounds into tons: and
8w 2,000 =
(2) If the average NO, emission rate (ERyp, ) of
the source as calculated in (d)2i above is not greater Where:
than 0.15 pounds of NO, per MMBtu, then the Ble
number of allowances to be allocated to the source is
preliminarily determined in accordance with the fol-
lowing equations:
E2=
2,000 =

. E + E
Allowances = Allowsble

n

Z(AER x (HI, + H2))
"‘1( X : x —t Equation 2
2 2,000

The number of type of fuel burned during the two
greatest heat input control periods during the last
three years; i
The lesser of 0.15 pounds per MMBtu or the lowest
allowable emission rate expressed in pounds per
MMBtu for the source for each type of fuel burned
during the two greatest heat input control periods;
The heat input, expressed in MMBtu, for each type
of fuel during the following control period: of the
most recent three control periods, the control period
during which the source had the greatest actual heat
input;

The heat input, expressed in MMBtu, for each type
of fuel during the following control period: of the
most recent three control periods, the control period
during which the source had the second greatest
actual heat input; and

The factor for converting pounds into tons;

E +E, 1
2 2,000

Equation 3

The total actual NO, emissions, expressed in pounds,
during the following control period: of the most recent
three control periods, the control period during which
the source had the greatest actual heat input;

The total actual NO, emissions, expressed in pounds,
during the following control period: of the most recent
three control periods, the control period during which
the source had the second greatest actual heat input; and

The factor for converting pounds into tons; and

5. Step 4: The Department shall allocate the remain-
der of the allowances as follows:

i. The sum of the following shall be determined:

Actual Equation 1

Where:

EAllamble -

-
Actudd

2

The average allowable emissions for the source, as
determined in Equation 2 below if the allowable
emission rate is expressed on a heat input basis or in
a similar manner if the allowable emission rate is
expressed on an output basis; and

The average actual emissions for the source, as
determined in Equation 3 below; and
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(1) The number of allowances allocated to the
New Source Reserve in (d)1 (Step 1) above;

(2) The number of allowances allocated to the
Growth Reserve in (d)2 (Step 2) above;

(3) The number of allowances that have been
previously allocated pursuant to (c)3ii above, (e)3ii
below, (i) below, or pursuant to N.JA.C.
7:27-31.17(h); and

(4) The number of allowances preliminarily deter-
mined in (d)4 (Step 3) above to be allocated to each
budget source that is not a new budget source;
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ii. If the sum in (d)5i above is less than or equal to
8,200, then the Department shall allocate allowances as
follows:

(1) Allowances shall be allocated to each budget
source that is not a new budget source, as preliminar-
ily determined in (d)4 (Step 3) above; and

(2) Any remaining allowances that were not allo-
cated in (d)1 (Step 1), (d)2 (Step 2), or (d)5ii(1)
above shall be allocated to the Department’s attain-
ment reserve account; or

iii. If the sum determined in (d)5i above is greater
than 8,200, then the Department shall allocate the
remaining allowances to budget sources in proportion

(2) For a source that is not an industrial boiler nor
a process heater, the lesser of 0.15 1b/MMBtu or the
lowest allowable emissions limit during the control
period, in which case the allowances allocated to the
source will be reduced by difference between the
actual NO, emission and the emissions at the lesser .
of the allowable emission rate or 0.15 lb/MMBtu
during the period in which the source exceeded this
condition within the control period; and

ii. If there are allowances left in the New Source
Reserve after distributing the allowances in accordance
with (e)li above, then the Department shall allocate
such allowances in accordance with (e)4 below;

2. The Department shall allocate the allowances in

to the amount of preliminarily determined in (d)4 (Step the Growth Reserve by November 30 of the current year
3) above. The proportional share to be allocated to as follows:

each shall be determined as follows:

Allowances = 8,200 — A0 - Al - A2 x PA
PA’I'otal
Where:
A0 = The total number of allowances that have been

previously allocated pursuant to (c)3ii above,
(e)3ii below, (i) below or pursuant to N.J.A.C.

7:27-31.17(h) :

Al = The total number of allowances allocated to the
New Source Reserve in (d)1 (Step 1) above;

A2 = The total number of allowances allocated to the
Growth Reserve in (d)2 (Step 2) above;

PA = The number of allowances preliminarily deter-

mined for allocation to the source as determined
in (d)4 (Step 3) above; and

i. The only sources that are eligible to be allocated
allowances from the Growth Reserve in this subpara-
graph are industrial boilers or process heaters that
emitted NO, at a rate less than or equal to 0.20 pounds
per MMBtu heat input and other budget sources that
emitted NO, at a rate less than or equal to 0.15 pounds
per MMBtu heat input. For each budget source that is
not a new budget source, the Department shall allocate
allowances in accordance with the following procedure:

(1) Calculate the average actual emission rate of
the source for the control period of the current year
(ER ptuar) in accordance with the following equation:

T . . ERActual = EA
PArota = The sum of all allowances preliminarily deter- HA
mined for allocation to all budget sources in Where:
(d)4 (Step 3) above. EA = Actual emissions during the control period, ex-

(e) After the control period of the year 2003 and of each
year thereafter, the Department shall allocate allowances
from the New Source Reserve, the Growth Reserve, and
Incentive Allowances as follows:

"1. The Department shall allocate the allowances in
the New Source Reserve by November 30 of the current
year as follows:

i. For any new budget source, the Department shall
allocate allowances equal to the number of tons of NO,
emitted during the control period, unless the emissions
exceed:

(1) For an industrial boiler or process heater, the
lesser of 0.20 Ib/MMBtu or the lowest allowable
emissions limit during the control period, in which
case the allowances allocated to the source will be
reduced by difference between the actual NO, emis-
sion and the emissions at the lesser of the allowable
emission rate or 0.020 Ib/MMBtu during the period
in which the source exceeded this condition within
the control period; or
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pressed in pounds of NOy; and

= Actual heat input during the control period,

expressed in MMBtu;

(2) If the average actual emission rate (ERpqya)
for the budget source as calculated in accordance
with (e€)2i(1) above is greater than 0.20 pounds per
MMBtu for industrial boilers or process heaters or
0.15 pounds per MMBtu for any other budget source,
then the Department shall allocate no allowances
from the Growth Reserve to the budget source;

(3) Except as provided in (¢)2iii below, if the
average actual emission rate (ER,,,) for the budget
source as calculated in accordance with (e)2i(1)
above is not greater than 0.20 Ilo/MMBtu for industri-
al boilers or process heaters or 0.15 pounds per
MMBtu for any other budget source, and if the
actual emissions during the control period is greater
than the number of allowances allocated to the
source pursuant to (d)5ii(1) or (d)5iii above, then the
Department shall allocate allowances from the
Growth Reserve to the budget source in accordance
with the following equation:
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“Allowances = Eaca — A
Where: :
Eactual = The total NO, emissions, expressed in tons, of
the source during the control period, minus any
emissions due to the exceedance of an applica-
ble maximum allowable emissions limit; and

A= The number of allowances allocated to the

source pursuant to (d)5ii(1) or (d)5iii above;

11 If there are allowances left in the Growth Re-

serve after distributing the allowances in accordance
with (e)2i above, then the Department shall allocate
such allowances in accordance with (e)4 below;

 {ii. If there are not enough allowances in the
Growth Reserve to allocate allowances to all of the
eligible sources accordance with (e)2i above, then the
Department shall prorate the allocations to each source
according to the amount of allowances each source
would have otherwise received in accordance with the
following equation:

Allowances = _Asouce = X AReserve
ATotal

Where:
Asource = The number of allowances as determined in

(e)2i above for each source; .
Arotal = The total number of allowances as determine

in (e)2i above for all of the eligible sources; and
AReserve = The number of allowances in the Growth Re-

serve;

3. The Department shall allocate allowances for the
implementation of environmentally beneficial techniques
which save or generate energy as follows:

i. The Department shall allocate allowances to meet
claims which were submitted to the Department by
October 15 of the current year and which have been
approved by the Department pursuant to N.J.A.C.
7:27-31.8 in accordance with the following equation:

Allowances =_1.50 x E
2,000

Where: :

1.50 = The rate, expressed in pounds per MW-hr, at

which allowances are allocated for the imple-

mentation of environmentally beneficial tech-
niques that result in the saving or generation of
electricity;

E = The amount of saved or generated electricity,
expressed in MW-hr, in the approved claim
pursuant to N.J.A.C. 7:27-31.8; and

2,000 = The factor for converting pounds into tons;

ii. The Department shall allocate allowances from
the next year’s base emission budget for New Jersey

until all claims are met.

4. If there are any allowances remaining in the New
Source Reserve or Growth Reserve, after allowances are
allocated in accordance with (e)li and 2i above, the
Department shall allocate the remaining allowances in

. accordance with the following procedure:
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i. The Department shall first compare the number
of allowances that remain in the two reserves, with the
difference between the following:

(1) The number of allowances preliminarily deter-
mined to be allocated in (d)4 above; and

(2) The number of allowances actually allocated to
budget sources in (d)5 above;

ii. If, pursuant to (e)4i above, the number of allow-
ances that remain in the two reserves is less than the
difference, then the Department shall allocate all of the
allowances remaining in the two reserves to each bud-
get source in accordance with the following equation:

Allowances =__Agr _ x PA
PATotal

Where:

AR = The total number of allowances remaining in the
two reserves;

PA = The number of allowances preliminarily deter-
mined for allocation to the source in (d)4 above;
and

PAryta = The total number of allowances preliminary de-

termined for allocation to all budget sources in
(d)4 above; and '

iii. If, pursuant to (e)4i above, the number of allow-
ances that remain in the two reserves is equal to or
. greater than the difference, then the Department shall
allocate the remaining allowances according to the
following procedure:

(1) The Department shall allocate allowances to
each budget source in accordance with the following
equation:

Allowances =__PAqy,; —AS = x PA
PATotal
Where:
= The total number of allowances allocated to
budget sources in (d)5 above;
The number of allowances preliminarily deter-
mined for allocation to each source as deter-
mined in (d)4 above; and
The total number of allowances preliminarily
determined for allocation to all sources in (d)4
above; and

PA =

PAtoa =

(2) The Department shall transfer any allowances
that still remain unallocated to the Department’s
attainment reserve account.

(f) Each year, beginning in the year 1999, the Depart-
ment shall allocate a number of allowances-prior to the
control period into the compliance account of each opt-in
source equal to the amount of allowances added to the New
Jersey emission budget to accommodate the opt-in source
pursuant to N.J.A.C. 7:27-31.4, Opt-in provisions. Howev-
er, if the productivity of the source is curtailed during the
control period, then a number of allowances shall be de-
ducted accordingly from the source’s compliance account
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during the end-of-season reconciliation process and be per-
manently retired, pursuant to N.J.A.C. 7:27-31.17(g)3.

(g) Before the control period of 1999, the Department
shall allocate a quantity of allowances to the compliance
account of each source equal to the amount of early reduc-
tions for which the Department has approved the creation
of early reduction allowances pursuant to N.J.A.C. 7:31.12,
Early reductions.

(h) In the computations at (b)5ii(2), (b)5iii, (c)1ii, (c)2ii,
(c)2iii, (d)5iii, (e)2iii, (e)4ii and (e)4iii(1) above to deter-
mine the number of whole allowances to be allocated or
distributed, individual quantities' of allowances with the
highest decimals shall be rounded up and the remaining
quantities of allowances with lower decimals shall be round-
ed down, such that the total amount of allowances allocated
or distributed under the provision equals the total number
of allowances available.

(i) The Department reserves the right, in any year, prior
to carrying out the allocation process in (b) or (d) above, to
allocate to another jurisdiction a limited number of current
year allowances, not to exceed two percent of the base
emission budget for the year. The Department shall exer-
cise this right only if implementation of the OTC MOU
result has the anomalous outcome of the other jurisdiction
having insufficient allowances to meet the needs of even its
low-emitting budget sources. In the year 2003 and thereaf-
ter, the Department shall take these allowances from its
attainment reserve account.

Administrative correction.
See: 31 N.LR. 2203(a).

7:27-31.8 Claims for Incentive allowances

(a) In order to provide an incentive for the saving or -

generation of electricity through the implementation of
certain environmentally beneficial techniques, pursuant to
N.J.A.C. 7:27-31.7(c)3 or (e)3, the Department shall distrib-
ute allowances each year to persons who have demonstrated,
in accordance with the procedures of this section, that they
have saved or generated electricity through the implementa-
tion of such techniques.

(b) Distribution of allowances pursuant to N.J.A.C.
7:27-31.7(c)3 or (e)3 shall be based on claims submitted by
the persons who have saved or generated the electricity.
No such incentive allowances shall be allocated for any
claim that is not received by the Department by October 30
of the year in which the electricity savings or generation
occurred during the control period.

(c) The following persons are eligible to submit a claim
for incentive allowances: '

1. A New Jersey electric consumer who:

i. Purchases its electricity from a company which
owns a NO, Budget source located in New Jersey; and
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ii. Reduces its electricity consumption at a facility
located .in New Jersey through implementation of an
energy. efficiency measure, initiated in 1992 or thereaf-
ter, which:

(1) Belongs to a class to which the following quan-
tification guidance document applies: “Measurement
Protocol for Commercial, Industrial and Residential
Facilities,” issued by New Jersey’s board of Regulato-
ry Commissioners on April 28, 1993;

(2) Does not result in the construction, installa-
tion, or operation of a new emission source or in-
crease the emissions of any existing emission source
at the facility;

(3) Does not cause an increase in emissions of any
HAP; and

(4) Does not cause an increase, which is greater
than five tons per year, in the emission of any
regulated air contaminant other than NO,;

2. The owner or operator of equipment that is not a
budget source, which commenced operation in 1992 or
thereafter and which generates electricity through one of
the following environmentally beneficial techniques:

i. Generation through the burning of landfill gas or
digester gas;

ii. Generation by a fuel cell; or

iii. Generation using solar energy or wind power;
and

3. The owner or operator of equipment that generates
electricity by another environmentally beneficial tech-
nique approved by the Department.

(d) A person eligible to receive an incentive allocation
may, pursuant to the Open Market Emissions Trading
(OMET) Program rules at N.J.A.C. 7:27-30, elect to receive
DER credits instead. In such case, the person shall also file
a Notice of DER Credit Generation as required by the
OMET Program rules, and the Department shall request
that the NATS Administrator transfer any allowance that
would otherwise have been allocated to the claimant into a
retirement account.

(e) Prior to filing a claim under this section, a person
shall establish a general account in the NATS pursuant to
the procedures at N.J.A.C. 7:27-31.13.

® A claim for incentive allowances shall include:

1. Documentation that the person submitting the claim
is eligible to submit a claim for incentive allowances
pursuant to (c) above;

2. Specification of the amount of electric generation or
savings during the control period that is being claimed,
expressed in MW-hr as calculated pursuant to (g) below;
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3. The calculations made to determine the amount of . report of the data and the methods on which the calcula-
electricity generation or savings being claimed and a tions are based;
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4. Citation of the unique identification number as-
signed to a general account held by the claimant in the
NATS;

5. Specification as to whether the claimant wishes to
receive credit for the electric generation or savings as
allowances or as DER credits. If the claimant wishes to
receive DER credits, the claimant shall include the total
number of DER credits claimed to have been generated
pursuant to N.JLA.C. 7:27-30 during the control period;
and

6. Certification in accordance with N.J.A.C. 7:27-1.39.

(g) The amount of electric generation or savings being
claimed shall be determined consistent with the following:

1. For energy efficiency measures, the amount of elec-
tricity claimed to be saved shall be calculated pursuant to
the guidance document: “Measurement Protocol for
Commercial, Industrial and Residential Facilities,” incor-
porated by reference at N.J.A.C. 7:27-31.21; and

2. For energy generation using an environmentally ben-
eficial technique listed in (c)2 or 3 above, if the technique
entails the supplemental use of conventional fuels (such
as oil, gas, or coal), the total amount of electricity gener-
ated shall not include any amount of electricity generated
by the use of such fuels. ' :

(h) A claim shall be submitted to the Department by
October 30 of the year in which the control period occurred
on which the claim is based to the following address:

ATTN: NOx BUDGET INCENTIVE ALLOW-
ANCE CLAIM

New Jersey Department of Environmental Protec-
tion

Office of Air Quality Management

401 East State Street

PO Box 418

Trenton, NJ 08625-0418

(i) No incentive allowances shall be allocated unless the
Department approves the claim. Bases for disapproval of a
claim include the following:

1. The claim was not received by the Department by
October 30 of the year in which the control period
occurred on which the claim is based;

2. The claim does not include all of the items required
at (d) and (f) above;

3. The amount of electricity claimed to have been
generated or saved was calculated incorrectly;

4. The person submitting the claim is not eligible as
specified at (c) above; and

5. The person submitting the claim did not establish a
general account in the ATS pursuant to (e) above.
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7:27-31.9 Permits

(a) The owner or operator of a budget source shall
ensure that the operating permit issued under N.J.A.C.
7:27-22 which applies to the budget source shall incorporate
all applicable requirements and provisions of this subchap-
ter, including, but not limited to, the following:

1. The requirement at N.J.A.C. 7:27-31.3(i) to have, by
December 31 of each year beginning in 1999, a number of
allowances in a budget source’s compliance account which
is at least equal, in emissions value, to the NO, emissions
of the source during the current year control period;

2. The requirement at N.J.A.C. 7:27-31.3(f) for the
owner or operator of a budget source to designate a
responsible person who will be the authorized account
representative for the budget source and have the authori-
ty to submit transfer requests to the NATS Administrator
and certify and submit reports to the NATS and the
NETS that pertain to the budget source; and

3. The requirement at N.J.A.C. 7:27-31.14(a) and 31.16
for the owner or operator of a budget source to monitor
and report NO, emissions from the budget source.

(b) Holding allowances in a budget source’s compliance
account in order to authorize emissions of NO, pursuant to
this subchapter does not relieve or waive a permittee’s
responsibility to comply with any of the following:

1. Any applicable NO, emission standard established at
NJ.A.C. 7:27-19;

2. Any permit limit or condition; or

3. Any other emission limit that applies to the budget
source. .

(c) A permittee does not need to change an operating
permit, or a preconstruction permit and certificate, to reflect
the transfer of allowances into or out of a budget source’s
compliance account. '

(d) With respect to compliance with (a) above, if an
application pertaining to the budget source had previously
been submitted to the Department prior to August 16, 1998:

1. A seven-day notice, significant modification, or re-
newal shall be submitted to the Department by 90 days
after the Department approves the monitoring plan pur-
suant to N.J.A.C. 7:27-31.14 if the Department had al-
ready approved the operating permit application; or

2. An update to the operating permit application shall
be submitted to the Department by 90 days after the
Department approves the monitoring plan pursuant to
N.J.A.C. 7:27-14 if the Department had not yet approved
the operating permit application.

(e) If an opt-in source is located at a facility subject to
the operating permit requirements at N.J.A.C. 7:27-22, the
owner or operator of the source shall incorporate the opt-in
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approval of the source into the operating permit, in accor-
dance with (a) above. This shall be done through the initial
application for the operating permit, through a seven-day
notice or an application for a minor modification or a
significant modification, or through an application for a
renewal, whichever applies pursuant to N.J.A.C. 7:27-22.
The application shall specify this subchapter as an applicable
requirement, in accordance with N.J.A.C. 7:27-22.6(f)6.
Such incorporation shall include incorporation of the re-
quirement established under this subchapter for the owner
or operator to prevent emissions from the source from
exceeding, in any year, the allowances held for the source.

(f) In accordance with the provisions at N.J.A.C. 7:27-22,
any change made to a budget source which is at a facility
subject to the operating permit requirements shall be incor-
porated into the operating permit and shall be adequately
addressed in the compliance plan.

7:27-31.10 Allowance use, transfer and retirement

(a) An allowance may be used, in a given year, to meet a
budget source’s NO, Budget Program compliance obli-
gations pursuant to N.J.A.C. 7:27-31.3(i) only if:

1. The allowance has been allocated or transferred to
the source’s compliance account by the allowance transfer
deadline for that year; and

2. The allowance is valid in the then-current year for
use for compliance with the end-of-season reconciliation
requirements. The serial number assigned to an allow-
ance by the NATS Administrator indicates the initial year
in which the allowance may be used. The allowance may
be used in the initial year or in any year thereafter.

(b) An allowance may be used to meet the compliance
obligations of a budget source located in New Jersey, even
though the allowance was initially allocated in another
jurisdiction, provided that the transfer of the allowance to
the budget source’s compliance account is carried out in a
manner consistent with the requirements of this section.

(c) At any time between the end of the reconciliation
process and December 31 during any year, an authorized
account representative may authorize the transfer of one or
more allowances from the represented account to another
account. During the period between January 1 and the end
of the reconciliation process, only allowances that are incap-
able of being used during such reconciliation process may be
transferred. The only allowances that are effectively.frozen
during the reconciliation period are those allowances in
compliance accounts that have serial numbers indicating
that they could be used during the ongoing reconciliation
process. Such a transaction is initiated by the submission of
an allowance transfer request to the NATS Administrator in
accordance with (d) below. Such transfers of allowances
are voluntary actions on the part of authorized account
representatives and reflect that:
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1. The holding of the allowance(s) has passed from one
person to another by whatever means, including, but not
limited to, a sale, a gift, auction, a barter arrangement, or
other terms of exchange; or

2. The person holding the allowance(s) has elected to
move the allowance(s) from one account to another ac-
count also under the person’s control.

(d) The following procedures shall be carried out to
effect an allowance transfer:

1. The transfer shall be documented on a transfer
request form obtained from the NATS Administrator;

2. The documentation shall include, at a minimum, the
following information:

i. The NATS account numbers for both the originat-
ing account and the acquiring account;

ii. The name, telephone number, fax number, and
address of the persons to which the originating account
and the acquiring account are assigned; and

iii. The serial number of each allowance being trans-
ferred;

3. The transfer request shall include a statement of
certification which must be signed by the AAR for the
originating account. This statement of certification shall
be:

“I am authorized to make this submission on behalf
of the owners and operators of the budget source (or in
the case of general accounts, the parties with an owner-
ship interest in the allowances held in the account) and
I hereby certify 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. I am aware that there are significant
penalties for submitting false information, including
possible fines and imprisonment.”

4. The transfer request form shall be submitted on
paper, unless the NATS Administrator establishes proce-
dures which allow the form to be submitted electronically;
and

5. The AAR for the originating account shall provide a
copy of the transfer request to each owner or operator of
the budget source.

(e) Transfer requests shall be processed by the NATS
Administrator in order of receipt.

(f) The transfer request is determined to be valid when
the following has been verified by the NATS Administrator:
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1. Each allowance listed in the transfer request is held
in the originating account at the time the transfer is to be
recorded;

2. The person acquiring the allowances has an account
in the NATS; and

3. The transfer request has been certified and submit-
ted by the person named as AAR for the originating
account.

(g) After a transfer request is determined to be valid by
the NATS Administrator, the transfer shall be recorded in
the NATS as follows: the allowance(s) with the serial
number(s) specified in the transfer request shall be deduct-
ed from the originating account and added to the acquiring
account.

(h) The NATS Administrator shall provide notification of
the transfer to the AAR of the originating account, to the
AAR of the acquiring account, and to the Department.

(i) If the acquiring account or originating account is
assigned to a person located in a jurisdiction outside of New
Jersey, the NATS Administrator shall also provide notifica-
tion of the transfer to the environmental agency serving the
other jurisdiction.

() Notification pursuant to (g) or (h) above shall, at a
minimum, include the following:

1. The effective date of the transfer;

2. The NATS account numbers for both the originating
account and the acquiring account;

3. The name and address of the persons to which the
originating account and the acquiring account are as-
signed; and

4. The total number of allowances transferred, and the
serial number of each allowance.

(k) This section allows the interstate and interjurisdic-
tional transfer of allowances. However, the transfer of an
allowance initially allocated by the Department pursuant to
N.J.A.C. 7:27-31.7 to the compliance account of a budget
source located in another jurisdiction is prohibited, until the
other jurisdiction has also adopted rules which allow the
interstate trading of allowances and is implementing a NO,
Budget Program, in a manner consistent with the agree-
ments in the OTC MOU.

(/) At any time between January 31 and December 31
during any year, a person who holds an allowance in an
account may elect to permanently retire that allowance. In
order to permanently retire one or more allowances, the
AAR of the account in which the allowance is held shall
submit to the NATS Administrator a retirement request. A
retirement request shall conform to the same procedures for
a transfer request given at (c) above. The NATS Adminis-
trator shall process the retirement request following the
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same procedures as set forth for transfer requests at (d)
through (i) above.

7:27-31.11 Allowance banking

(a) If an allowance held in a general account or a compli-
ance account is not used to satisfy the compliance require-
ment at N.J.A.C. 7:27-31.3(i), is not otherwise deducted
from the account pursuant to N.J.A.C. 7:27-31.17 or 31.19,
and is not permanently retired pursuant to N.J.A.C.
7:27-31.10, then that allowance may continue to be held in
the account until the next or subsequent control periods.
This retention of one or more allowances in an account
from one year to a future year is referred to as “banking.”

(b) Each year the NATS Administrator shall flag allow-
ances that remain in an account as of the allowance transfer
deadline (that is, December 31) as “banked” allowances.

(c) By March 1 of each year, the NATS Administrator
shall:

1. Determine whether the total number of allowances
banked in the NATS as of January 1 of the current year
exceeds 10 percent of the total regional base emission
budget for the current year control period; and

2. Announce that for the current year control period:

i. If the banked allowances are determined to be
equal to or less than 10 percent of the total regional
base emission budget, all banked allowances can be
used in the current year on a one-for-one basis; or

ii. If the banked allowances are determined to be
greater than 10 percent, the constraints on use of
banked allowances as set forth in (d) below apply.

(d) If the NATS Administrator determines that the total
number of banked allowances exceeds 10 percent of the
regional base emission budget for the current year control
period, a portion of the banked allowances shall be allowed
to be used on a one-for-one basis, but the remainder of the
banked allowances shall be required to be used on a two-
for-one basis. The NATS Administrator shall determine
which banked allowances fall in each class in accordance
with the following:

1. The NATS Administrator shall determine the ratio
to be used to determine which banked allowances may be
used on a one-for-one basis, as follows:

Ratio = _0.10x Bg
Ap
Where:
Br = The annual regional base NOy emissions budget; and

The total number of banked allowances in all NATS
accounts; and

AB=

2. As prescribed at N.J.A.C. 7:27-31.17(g), during the
reconciliation process, the NATS Administrator shall ap-
ply the ratio calculated in (d)1 above to the number of
banked allowances in each account to determine the
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number of banked allowances in the account which can be
used in the current year control period on a one-for-one
basis. The remaining number of banked allowances in
each account shall be used on a two-for-one basis.

7:27-31.12 Early reductions

(a) Pursuant to this section, the owner or operator of a
budget source may claim early reduction credit based on
certain reductions in the emissions from a budget source
during 1997 and 1998. If the claim is approved, the Depart-
ment shall subsequently convert such emission reductions
into allowances.

(b) The owner or operator of a budget source who wishes
to claim early reductions pursuant to this section shall
submit the information specified in (c) below to the Depart-
ment by October 31, 1998 to the following address:

ATTN: NOyx BUDGET EARLY REDUCTION
CLAIM

New Jersey Department of Environmental Protec-

tion
Office of Air Quality Management
PO Box 418
Trenton, NJ 08625-0418

(c) A claim shall include the following information:

1. Identification of the source, including the rated heat
input capacity and type of combustion unit;

2. Specification of the period(s) for which early reduc-
tions are being claimed. Early reductions may be claimed
for the period from May 1 through September 30 in
either the year 1997, 1998, or in both years;

3. The following information pertaining to the source’s
operation during the period(s) specified in (c)2 above:

i. For each type of fuel allowed to be combusted in
the source, the lowest allowable NO, emission rate
applicable during the period(s), expressed in pounds
per MMBtu;

ii. For each type of fuel allowed to be combusted in
the source, the total amount of each type combusted in
the source during the period(s), expressed in MMBtu;
and

iii. The total heat input to the source during the
period(s), expressed in MMBtu;

4. The following information pertaining to the source’s
operation during the period of the May 1 through Sep-
tember 30, during two previous years. This information
shall be submitted for the two years immediately preced-
ing the submission of the claim, unless the owner or
operator can demonstrate that the May 1 through Sep-
tember 30 periods in two other consecutive years within
the last five years are more representative of normal
source operation. In such case, the information shall be
submitted for the May 1 through September 30 period in
each of the five years immediately preceding the submis-
sion:
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i. The total NO, emissions of the source during each
May 1 through September 30 period, expressed in
pounds;

ii. The total heat input to the source during each
May 1 through September 30 period, expressed in
MMBtu;

iii. The net electric output of source during each
period, expressed in MW-hr;

iv. The net useful heat output of the source, during
each period, expressed in MMBtu.

5. If the source operated in 1990:

i. The total NO, emissions of source during the
period of May 1 through September 30, 1990, expressed
in pounds; and

ii. The total heat input to the source during the
period of May 1 through September 30, 1990, expressed
in MMBtu;

6. If the early reductions are being realized as a result
of repowering or replacing a budget source which operat-
ed in 1990:

i. Proof that the original budget source which operat-
ed in 1990 permanently shut down prior to September
30, 1998, and the date on which shutdown occurred;

“ii. Proof that a permit for construction for the re-
powered or replacement source has been issued and the
date on which operation of the repowered or replace-
ment source commenced is after October 1, 1990;

iii. The NO, emissions of source that has been re-
powered or replaced during the period of May 1
through September 30, 1990, expressed in pounds; and

iv. The total heat input to the original source during
the period of May 1 through September 30, 1990,
expressed in MMBtu;

7. If the source commenced operation after 1990, but
(c)6 above does not apply:

i. The total heat input to the source during each May
1 through September 30 period for the most recent five
years of operation; and

ii. The total NO, emissions of the source during each
May 1 through September 30 period for the most
recent five years of operation;

8. A detailed description of the method by which each
piece of data specified in (c)3 through 7 above was
collected and calculated, including all assumptions upon
which the methods were based;

9. Estimates of the level of inaccuracy and degree of
uncertainty of each piece of data specified in (c)3 through
7 above, and an explanation of any adjustment factor(s)
applied to correct for any significant resulting inaccuracy;
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10. The calculations made to determine the number of
early reduction credits claimed specified in (d), (e), and
(f) below as applicable;

11. One of the following:

i. A statement that the 1997 and/or 1998 emission
reductions on which the claim for early reductions is
being based have not been used and will not be used, in
whole or in part, as a basis for generating DER credits
pursuant to N.J.A.C. 7:27-30 or emission offsets pursu-
ant to N.J.A.C. 7:27-18; or

ii. Proof of permanent retirement of any DER cred-
its generated pursuant to N.J.A.C. 7:27-30 and of any
emission offsets created pursuant to N.J.A.C. 7:27-18
which are based in whole or in part, on the 1997 and/or
1998 emission reductions which are the basis for the
early reduction being claimed; and

12. Certification pursuant to N.J.A.C. 7:27-1.39.

(d) The amount of early reductions eligible to be claimed
for a given May 1 through September 30 period, by a source
calculated in accordance with the following, with adjust-
ments made for inaccuracy and uncertainty in accordance
with (j) below:

Early Reductions = (-E’- - E"—) x P,
PB P

Where:

k= The total baseline NO, emissions of the. source as determined

in accordance with (e) below, expressed in tons:

The total baseline productivity of the source as determined in

accordance with (f) below:

E, = The total emissions of the source during the May 1 thml!gh
September 30 period for which carly reductions are being
claimed as determined in accordance with (g) below, expressed
in tons; and

P, = The total productivity of the source during the May 1 thml{gh
September 30 period for which early reductions are being
claimed as determined in accordance with (h) below.

>
P,

1

(e) The total baseline emissions (Ep) for the purpose of
calculation in (d) above shall be determined in accordance
with the following:

1. Determine the baseline emission rate. This rate
shall be expressed in pounds per MMBtu and shall be the
lowest of the following rates:

i. If the source is a fossil fuel fired indirect heat
exchanger with a maximum rated heat input capacity of
at least 250 MMBtu per hour, the greater of 0.20
pounds NO, per MMBtu or 35 percent of the 1990
actual NO, baseline emission rate of the source (ex-
pressed in pounds per MMBtu) and determined by
dividing the total NO, emissions of the source during
the May 1 through September 30, 1990 period, as
reported pursuant to (c)5i above, by the total heat input
to the source during the May 1 through September 30,
1990 period, as reported pursuant to (c)Sii above;
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ii. The source’s actual 1990 NO, baseline emission
rate, determined by dividing the total NO, emissions of
the source during the May 1 through September 30,
1990 period, as reported pursuant to (c)5i above, by the
total heat input to the source during the May 1 through
September 30, 1990 period, as reported pursuant to
(c)5ii above; or

iii. The lowest allowable NO, emission rate of the
source for the period May 1 through September 30 of
the year for which early reductions are being calculated.
If the lowest allowable NO, emission rate of the source
is a RACT Alternative Emission Limit, then the RACT
emission limit as specified at N.J.A.C. 7:27-19 shall be
the baseline emission rate. If more than one type of
fuel was combusted during the period, then the lowest
allowable NO, emission rate of the source shall be a
heat input weighted average of lowest allowable NO,
emission rate for each fuel type;

2. Determine the utilization for the source in accor-
dance one of the following three methods:

i. If the May 1 through September 30 period during
the two years immediately preceding the submission of
the claim are representative of normal source opera-
tion, the utilization shall be an average of the actual
heat input to the source during the two consecutive
May 1 through September 30 periods;

ii. If the owner or operator can demonstrate that two
other May 1 through September 30 periods within the
last five years are more representative of normal source
operation, the utilization shall be an average of the
actual heat input to the source during these other two
consecutive May 1 through September 30 periods; or

iii. If the owner or operator of the source can docu-
ment that the source had not operated during one of
the two consecutive May 1 through September 30 peri-
ods preceding the submission of the claim, the utiliza-
tion shall be the total heat input to the source during
the single previous May 1 through September 30 peri-
ods immediately preceding the submission of the claim;

3. Calculate the source’s average baseline emissions by
multiplying the baseline emission rate determined in 1
above by the utilization determined in (e)2 above; and

4. The total baseline emissions (Eg) to be used in (d)
above shall be the average baseline emissions calculated
in (e)3 above, unless the source was operating in 1990 and
this average is greater than the source’s actual 1990
emissions during the period May 1 through September 30,
1990 as reported pursuant to (c)5i above. In such case,
the total baseline emissions (Eg) shall be the source’s
actual 1990 emissions during the period May 1 through
September 30, 1990.

(f) The total productivity (Pg) for the purpose of calcula-

tion in (d) above shall be determined in accordance with the
following:
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1. Establish the applicable productivity period. If the
baseline emissions (Ep) determined in (e) above is calcu-
lated using a value of utilization based on:

i. Emissions in 1990, the applicable productivity peri-
od is May 1 through September 30, 1990;

ii. Emissions in two consecutive years, the applicable
productivity period is the two May 1 through Septem-
ber 30 periods in those two consecutive years; or

iii. Emissions during the single May 1 through Sep-
tember 30 period immediately preceding the submission
of the claim, the applicable productivity period is that
single period,;

2. For sources that produce electricity, the baseline
productivity is:

i. If the applicable period is a two consecutive years
period, the average net electric output, expressed in
MW-hr, of the source during the two consecutive peri-
ods; and

ii. If the applicable productivity period is a single
May 1 through September 30 period in 1990 or in a
most recent year, the average net electric output, ex-
pressed in MW-hr, during the period in that single year;

3. For sources that produce useful energy other than
electricity, the baseline productivity is:

i. If the applicable period is a two consecutive years
period, the average net useful heat output, expressed in
MWe-hr, of the source during the two consecutive peri-
ods; and

ii. If the applicable productivity period is a single
May 1 through September 30 period in 1990 or in a
most recent year, the average net useful heat output,
expressed in MW-hr, during the period in that single
year;

4. For sources that produce both electricity and other
useful energy, the sum of the results of (f)2 and 3 above.

(g) The source’s total emissions (E;) during the May 1
through September 30 period for which early reductions are
being claimed, for the purposes of the calculation in (d)
above, shall be the total NO, emissions as reported under
(c)4i above.

(h) The total productivity of the source (Pp), during the
May 1 through September 30 period for which early reduc-
tions are being claimed, for the purposes of the calculation
in (d) above, shall be determined in accordance with the
following:

1. For sources that produce electricity, the total net
electric output, expressed in MW-hr, during the May 1
through September 30 period for which early reductions
are being claimed,;
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2. For sources that produce useful energy other than
electricity, the total net useful heat output, expressed in
MW-hr, during the May 1 through September 30 period
for which early reductions are being claimed; and

3. For sources that produce both electricity and other
useful energy, the sum of the results of (h)1 and 2 above.

(i) The amount of early reductions eligible to be claimed
by a source which has been repowered or by a new source
which has replaced a budget source shall be calculated in
accordance with (d) above, except that:

1. The total baseline emissions of the source (Eg) and
the baseline productivity of the source (Pg) shall be based
on the original source; and

2. The determination of the total productivity and the
source’s total emissions (Ep) during the May 1 through
September 30 period (PP) shall be based on the operation
of the repowered source or the new replacement source.

() (Reserved)

(k) The Department shall approve all claims for early
reduction credits upon verification by the Department that
the reductions are real, properly quantified, and surplus. If
the information submitted pursuant to (c) above is reviewed
and found by the Department as true, accurate and com-
plete, and if the early reduction credits are calculated in
accordance with the procedures in (d) above, then the early
reduction credits shall be considered real, properly quanti-
fied, and surplus. '

(/) The Department shall deny any claim for early reduc-
tion credits if:

1. The claim is not submitted in accordance with (b)
above;

2. The claim is missing any information required in (c)
above;

3. The claim contains any piece of information that the
Department determines is not true, accurate or complete;
or

4. The number of credits being claimed have not been
calculated properly in accordance with(d) above.

(m) Notwithstanding (/ )4 above, if during its review of a
claim, the Department finds that the claimant has claimed
an inappropriate number of early reduction credits due to a
clear computational error, the Department shall so inform
the claimant and adjust the number early reduction credits
in lieu of denying the claim.

(n) On or before May 1, 1999, in order to provide the
interested public an opportunity to comment, the Depart--
ment shall publish a notice in the New Jersey Register
which sets forth the number of early reduction credits the
Department intends to convert into allowances, and lists
each owner or operator who generated credits. In addition,
the Department shall seek comment from the members of
the OTC who are also implementing NO, Budget Programs.
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(o) The notice published in accordance with (n) above
shall provide a comment period of at least 30 days com-
mencing with the New Jersey Register’s date of publication.
The Department shall take into consideration all relevant
comments received during the comment period when mak-
ing its final determination as to whether to approve the
claim for early reduction credit. If, at the time of approval
of a claim for early reduction credits, the amount of early
reduction allowances is more than the amount specified in
the notice of intent to approve published in the New Jersey
Register, pursuant to (n) above, the Department shall pub-
lish a second notice in which it specifies this revised amount
and sets forth the reasons for this revision.

(p) The Department shall provide the following informa-
tion to the Administrator of the NATS and to USEPA,
Region II:

1. A list of all sources that have generated approved
early reduction credits;

2. The number of early reduction allowances approved
for each source; and

3. Specification of whether each owner or operator has
elected to receive the allowances or to accept an amount
of DER credits, equivalent in value to the early reduction
allowances.

Public Notice: NO, Budget Program early reduction claim approval.
See: 31 N.J.R. 1108(b).

7:27-31.13 NO, Allowance Tracking System (NATS)

(a) The NO, Allowance Tracking System (NATS) is the
official electronic database serving the NO, Budget Program
which tracks all allowance transfer, use and retirement.
The NATS shall keep track of each allowance held in each
account and shall provide information for a specific time
period such as the following:

1. The allowances transferred to and from each ac-
count;

2. The allowances retired; and

3. The allowances deducted for end-of season reconcili-
ation purposes.

(b) Each allowance tracked in the NATS shall have a
unique identification number, assigned by the NATS Ad-
ministrator. The serial number of each allowance shall
indicate the initial year the allowance may be used for
compliance with the end-of-season reconciliation require-
ments.

(c) The NATS Administrator shall establish and maintain
accounts in the NO, Allowance Tracking System (NATS),
including:

1. On behalf of the owner or operator of each budget
source, a source-specific compliance account for each
budget source;

2. On behalf of the Department, general accounts that
will serve as the Department’s “primary” account and
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other “reserve” accounts for allocation purposes pursuant
to N.J.A.C. 7:27-31.7; and

3. A retirement account to which allowances that have
been deducted for end-of-season reconciliation shall be
transferred, a retirement account to which allowances
used for penalty purposes shall be transferred, and a
retirement account to which allowances which are volun-
tarily retired shall be transferred.

(d) In addition to the accounts described in (c) above, the
NATS Administrator shall establish a general account for
any person who completes and submits a General Account
Information form to the NATS Administrator.

(e) At the request of the member jurisdictions of the
OTC, the United States Environmental Protection Agency’s
Acid Rain Division has agreed to serve as the NATS
Administrator. Requests for the establishment of an ac-
count and any other communication directed to the NATS
Administrator shall be addressed as follows:

ATTN: NO, BUDGET PROGRAM

United States Department of Environmental Pro-
tection

Acid Rain Division

401 M Street NW

Washington, DC 20460

(f) (Reserved)

(g) The holder of a compliance account shall designate
an authorized account representative and one alternate
authorized account representative for the account in accor-
dance with (i) through (j) below. The authorized account
representative and the alternate authorized account repre-
sentative shall be the sole persons who have the authorities
and responsibilities set forth in (/) through (n) below.

(h) The designation of an authorized account representa-
tive for compliance account shall be submitted to the De-
partment no later than when any monitoring plan is due to
be submitted to the Department pursuant to N.J.A.C.
7:27-31.14 or, if -applicable, when an opt-in application is
submitted to the Department pursuant to N.J.A.C.
7:27-31.4.

(i) The following procedure shall be used for the designa-
tion of an authorized account representative or an alternate
authorized account representative of a compliance account:

1. The holder of the account shall obtain from the
- NATS Administrator the form entitled “Account Certifi-
cate of Representation”;

2. The holder of the account shall provide the informa-
tion requested on the form. This shall include, at a
minimum, the following:

i. If the account is a compliance account for a specif-
ic budget source, a brief description of the budget
source, the name of the facility at which the source is
located, and the state in which the budget source is
located;
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ii. If the account is a compliance account for a
specific budget source, the identification numbers for
the budget source, including any number assigned by
the state and any number assigned by the facility;

iii. The name, mailing address, telephone and fac-
simile number of the authorized account representative
and of any alternate authorized account representative;

iv. If the account is a compliance account for a
specific budget source, a list of the owners and opera-
tors of the budget source, or the list of the owners and
operators of the entity applying for the general account;

3. If the account is a compliance account, the “Account
Certificate of Representation” form shall contain the
following statement: “I certify that I, ____ (name)
was selected as the Authorized Account Representative as
applicable by an agreement binding on the owners and
operators of the budget source legally designated as
(name of source) —_ .” The authorized account
representative shall sign the form and, in doing so, shall
attest to this certification;

4. The authorized account representative shall submit
the completed and signed form to the NATS Administra-
tor at the address listed on the form or the instructions to
the form. A completed and signed form constitutes the
agreement of representation. Upon receipt of the form
by the NATS Administrator, the named individual(s) are
officially designated the authorized account representative
and the alternate authorized account representative; and

5. Once the NATS Administrator has recorded the
designation of the named individual as authorized account
representative or the alternate authorized account repre-
sentative, the NATS Administrator shall confirm the des-
ignation to the holder of the account.

(j) Each account in the NATS shall have a unique identi-
fication number. Utilizing the information provided on the
“Account Certificate of Representation” form for a compli-
ance account or on the General Account Information form
for a general account, the NATS Administrator shall associ-
ate the following information, at minimum, with each ac-
count: name of account owner(s) and operator(s), name of
the authorized account representative, name of the alterna-
tive authorized account representative, mailing address of
the authorized account representative, phone number of the
authorized account representative, and the state in which
the budget source is located (if applicable).
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(k) A person may replace an individual who has been
prev10usly designated as an authorized account representa-
tive or an alternate authorized account representative with
another individual. This shall be done through the submit-
tal of a new “Account Certificate of Representation” form
for a compliance account or of a new General Account
Information form for a general account.

(!) The authorized account representative and the alter-
nate authorized account representative are the sole persons
who may submit:

1. A request for a transfer of one or more allowances
from the NATS account they are authorized to represent
to another account; or

2. A report to the NATS on behalf of an account, as
required pursuant to N.J.A.C. 7:27-31.16, Reporting.

(m) Even through a request or a report may be submitted
by the alternate authorized account representative pursuant
to (/) above, the “primary” authorized account representa-
tive remains responsible for all allowance transfer requests
and for all required reports.

(n) All correspondence from the NATS Administrator to
the holder of an account shall be directed to the primary
authorized account tepresentative of the account.

7:27-31.14 Emissions monitoring

(a) The owner or operator of each budget source shall
monitor the NO, emissions from each budget source as
specified by this section, by the “Guidance for Implementa-
tion of Emission Monitoring Requirements for the NO,
Budget Program,” the “Electronic Data Reporting: Acid
Rain Program/NO, Budget Program—Version 2.0,” and the
“NO, Budget Program Monitoring Certification and Report-
ing Instructions.”
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(b) By August 16, 1998, the owner or operator of each
budget source that commenced operation as of August 16,
1998 shall submit to the Department a total of three copies
of the monitoring plan, which includes diskette and paperco-
py attachments, in accordance with the “Guidance for Im-
plementation of Emission Monitoring Requirements for the
NO, Budget Program” and this section. The monitoring
plan shall be submitted to the following address:

ATTN: NO, BUDGET MONITORING PLAN

New Jersey Department of Environmental Protec-
tion

Bureau of Technical Services

380 Scotch Road

PO Box 411

Trenton, NJ 08625-0411

(c) The owner or operator of each budget source that
commenced operation as of August 16, 1998 shall install and
commence operation of the emission monitoring systems set
forth in the approved plan by no later than 60 days after the
Department approves the monitoring plan or no later than a
date otherwise specified in the approval of the monitoring
plan. The owner or operator of each budget source shall
ensure that the emission monitoring systems meet all the
certification testing requirements specified in the “Guidance
for Implementation of Emission Monitoring Requirements
of the NO, Budget Program” by no later than April 30,
1999. Notification of testing and test protocols shall be
submitted to the Department’s Bureau of Technical Services
at least 30 days (preferably 60 days) in advance of any
certification testing.

(d) The owner or operator of each budget source that
commences operation after August 16, 1998 shall:

1. Submit a monitoring plan to the address listed in (b)
above in accordance with the following schedule:

i. If the permit application for the source has already
been submitted to the Department as of August 16,
1998, the plan shall be submitted as of August 16, 1998;
and '

ii. If the permit application for the source has not
been submitted to the Department as of August 16,
1998, the plan shall be submitted at the time specified
by the Department in the conditions of the permit
approval.

2. Install and operate the emission monitoring systems
and ensure that they have met all of the certification
testing requirements as required by this section by no
later than May 1 of the year following the date when
operation of the source commences.

(e) The owner or operator shall perform initial testing
and periodic calibration, accuracy testing and quality assur-
ance/quality control testing of all monitoring systems for
each budget source as specified in the “Guidance for Imple-
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mentation of Emission Monitoring Requirements for the
NO, Budget Program.”

(f) During a period when valid data is not being recorded
by monitoring devices approved for use to demonstrate
compliance with this subchapter, missing or invalid data
shall be replaced with representative data in accordance
with the missing data provisions of 40 C.F.R. Part 75 and
the “Guidance for Implementation of Emission Monitoring
Requirements for the NO, Budget Program.”

(g) Not withstanding (f) above, during the period from
when monitoring systems are required to be installed and
operated through the earlier of the provisional certification
date of the monitors and April 30, 1999, data regarding the
source shall be reported, and the owner or operator shall
provide an assessment, based on sound engineering judge-
ment, as to whether the data meets the quality assurance
tests in the “Guidance for Implementation of Emission
Monitoring Requirements for the NO, Budget Program”
and is representative of actual data based on sound engi-
neering judgement. During any other periods when the
source is operating or if the data does not meet existing
state quality assurance requirements, invalid data shall be
replaced with representative data in accordance with the
missing data provisions of 40 C.F.R. Part 75 and the “Guid-
ance for Implementation of Emission Monitoring Require-
ments for the NO, Budget Program.”

(h) As part of the monitoring plan submittal to the
Department, the owner or operator of a budget source may
petition the Department to use an alternative monitoring
method to what is otherwise specifically applicable and
specifically prescribed to a particular unit as indicated in the
“Guidance for Implementation of Emission Monitoring Re-
quirements for the NO, Budget Program.” If the Depart-
ment determines that the accuracy or reliability of a method
is not comparable to other approved methods, the Depart-
ment may disallow the use of such method or may require
the use of corrective factors to be included in the method.
The Department shall not approve an alternative method
for determining NO, emission rate if the source has installed
or is required to install and operate a NO, CEMS. The
Department shall provide an opportunity for review by
USEPA and other State environmental agencies before
approving any alternative monitoring methods. The De-
partment shall submit any approved monitoring plans con-
taining alternative methods to the USEPA.

7:27-31.15 Recordkeeping

The owner or operator of any budget source shall main-
tain for each budget source and for five years, a file of all
measurements, data, calculations, and reports and other
information required by this subchapter.

7:27-31.16 Reporting

(a) In order to allocate allowances pursuant to N.J.A.C.
7:27-31.7, Annual allowance allocation, the Department
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shall need to rely on information reported by the owners or
operators of budget sources regarding the operation of the
sources during May 1 through September 30 of the years
1996, 1997, and 1998. Therefore, the owner or operator of
a budget source shall submit the following information,
relating to the operation of the source during the May 1
through September 30 of the years 1996, 1997, and 1998 as
follows:

1. By October 30, 1998, the owner or operator of a
budget source shall submit the information specified in
(a)2 below for May 1 through September 30 periods for
the years 1996, 1997, and 1998, to the Department at the
address listed in (b) below;

2. The following information is required for each of the
three years to be submitted for each source for each type
of fuel burned on forms available from the Department at
the address listed in (b) below:

i. Information identifying the budget source and type
of combustion unit;

ii. The rated fuel capacity of the source (expressed in
MMBtu per hour);

iii. Whether a restriction on heat input or hours of
operation exists, and if so, specify how much fuel or
how many hours and specify the period of time for
which the restriction applies;

iv. For each May 1 through September 30 period:

(1) For each type of fuel burned, the heat input,
expressed in MMBtu; and

(2) For each type of fuel burned, the total actual
NO, emissions, expressed in pounds;

v. For each type of fuel burned, the most stringent
applicable allowable NO, emission rate, expressed in
pounds per MMBtu;

vi. Any other information requested by the Depart-
ment for allocating allowances pursuant to N.J.A.C.
7:27-31.7, Annual allowance allocation; and

vii. Certification pursuant to N.J.A.C. 7:27-1.39.

(b) Information submitted to the Department in accor-
dance with (a) above shall be mailed to the following
address: ’

ATTN: NO, BUDGET PROGRAM

New Jersey Department of Environmental Protec-
tion :

Office of Air Quality Management

401 East State Street

PO Box 418

Trenton, NJ 08625-0418
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(c) Within 30 days after the end of the calendar quarter
in which monitoring systems are required to be installed and
operated pursuant to N.J.A.C. 7:27-31.14(c), and within 30
days of the end of each quarter thereafter for data moni-
tored using CEMS, and within 30 days of the end of each
second and third calendar quarter thereafter for data mea-
sured or estimated using non-CEMS based methodologies,
the authorized account representative for each budget
source shall submit, in electronic format which meets the
requirements of the USEPA’s Electronic Data Reporting
(EDR) convention, all information specified in;

1. The “Guidance for Implementation of Emission
Monitoring Requirements for the NO, Budget Program”
relating to emissions reporting, which includes but is not
limited to: NO, emission in pounds per hour for every
hour during the control period and the total NO, emission
data for the quarter and the control period in pounds;
and

2. The “Electronic Data Reporting: Acid Rain Pro-
gram/NO, Budget Program—Version 2.0” and the “NO,
Budget Program Monitoring Certification and Reporting
Instructions.”

(d) In order for the Department to obtain data necessary
for the allocation of allowances pursuant to N.J.A.C.
7:27-31.7, in the quarterly EDR submissions to the NETS
for each third calendar quarter, the AAR for a budget
source shall submit the following information for each bud-
get source, regardless as to whether the “Guidance for
Implementation of Emission Monitoring Requirements for
the NO, Budget Program” specifies the reporting of the
information:

1. The total heat input, expressed in MMBtu, to the
source during the control period if the hourly heat input
to the source is not reported in the EDR.

(e) After a budget source is permanently shutdown, the
AAR for the source may obtain from the Department an
exemption from the requirements pertaining to that source
at NJ.A.C. 7:27-31.14, Emissions monitoring, 31.15,
Recordkeeping, and 31.16, Reporting, in accordance with
the following procedures:

1. To obtain an exemption, the AAR shall submit a
written request to the Department for exemption at the
address:

ATTN: NO, BUDGET SHUTDOWN

New Jersey Department of Environmental Protec-
tion

Office of Air Quality Management

401 East State Street

PO Box 418

Trenton, NJ 08625-0418
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2. A request for an exemption shall include identifica-
tion of the budget source and the date of shutdown of the
budget source;

3. Upon verification that the source has been perma-
nently shut down, the Department shall approve the
request and shall send written approval of exemption
from the requirements of N.J.A.C. 7:27-31.14, Emissions
monitoring, 31.15, Recordkeeping, and 31.16, Reporting,
pertaining to the source to the authorized account repre-
sentative, and the NETS Administrator. Such approval
may contain conditions as deemed necessary by the De-
partment; and

4. If the Department verifies that the source has not
been permanently shut down, the Department shall deny
the request and shall send written notification of such
denial to the AAR of the source.

(f) The AAR of an account from which allowances were
transferred pursuant to N.J.A.C. 7:27-31.10, Allowance use,
transfer, and retirement, shall make available to the Depart-
‘ment upon request information regarding the transaction
cost of the transfer and the price received per allowance
transferred.

7:27-31.17 End-of-season reconciliation

(a) After each control period, in accordance with the
procedures in this section, the NETS Administrator shall
conduct the end-of-season reconciliation, during which al-
lowances, equal in emissions value to the source’s emissions
during the control period, are deducted from each budget
source’s compliance account.

(b) No allowance may be used during the reconciliation
process to satisfy current year compliance obligations if the
allowance is identified with a serial number indicating that
the first year it may be used is a future year.

(c) For each budget source, the basis for a determination
of compliance in the reconciliation process shall be the
following:

1. Monitored emissions data as reported by the budget
source to the NETS Administrator, as reported to the
NETS Administrator pursuant to N.J.A.C. 7:27-31.16
above, and as adjusted by the Administrator to be in
accordance with N.J.A.C. 7:27-31.14, Emissions monitor-
ing; and

2. The balance in the compliance account of the budget
source. This balance shall be the total number of allow-
ances in the account as of the allowance transfer deadline
after all applicable allowance allocations have been made
and after all transfers have been recorded in the NATS.

(d) No allowance that is in a general account, in a
retirement account, or in a compliance account for another
source shall be used to determine a budget source’s compli-
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ance with the requirements of N.J.A.C. 7:27-31.3(i) during
the end-of-season reconciliation process.

(e) Each year during the period November 1 through
December 31, inclusive, the authorized account representa-
tive may request the NATS Administrator to deduct allow-
ances from the compliance account during the reconciliation
process for that year’s control period in a specific order.
This request shall be submitted by the AAR to the NATS
Administrator by no sooner than November 1 and no later
than the allowance transfer deadline (December 31). In the
request, the AAR shall identify the account number of the
compliance account from which the deductions shall be
made and the serial numbers of the allowances to be
deducted in order of deduction:

(f) If an AAR fails to submit a request pursuant to (e)
above for the compliance account of a budget source, the
NATS Administrator shall first deduct allowances with serial
numbers indicating the current year in the order in which
they were deposited into the account, then shall deduct
banked allowances in the order in which they were deposit-
ed into the account.

(g) The NATS Administrator shall reconcile allowances
with the NO, emissions from each budget source as follows:

1. If the NATS Administrator had announced that all
banked allowances may be used on a one-for-one basis
pursuant to N.J.A.C. 7:27-31.11(c)2i, then one allowance
shall be deducted from each budget source’s compliance
account for each ton of NO, emitted from the source
during the control period;

2. If the NATS Administrator. had announced that a
certain proportion of banked allowances may be used on
a one-for-one basis pursuant to N.J.A.C. 7:27-31.11(c)2ii:

i. First, one current year allowance shall be deducted
from each budget source’s compliance account for each
ton of NO, emitted from the source during the control
period until all NO, emissions are accounted for or
until no current year allowances remain in the compli-
ance account whichever occurs first;

ii. Second, one banked allowance shall be deducted
from each budget source’s compliance account for each
remaining ton of NO, emitted from the source during
the control period until all NO, emissions are account-
ed for or until the number of banked allowances that
are permitted to be used on a one-for-one basis are
exhausted from the compliance account whichever oc-
curs first; and

iii. Third, two banked allowances shall be deducted
from each budget source’s compliance account for each
remaining ton of NO, emitted from the source during
the control period.

3. In addition to (g)l or 2 above, for each opt-in
source, if the actual heat input for the control period is
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less than the heat input used to determine the number of
allowances created for the source pursuant to N.J.A.C.
7:27-31.4, then a number of allowances shall be deducted
from the compliance account as determined in accordance
with the following equation:

Allowances = E x (HIzg-HI) x _1

HI 2,000
Where:
= The total NOy emission of the source during the

control period, expressed in pounds

HI = The total heat input to the source, expressed in
MMBtu

HIz =  The average heat input used to calculate the number
of allowances as determined at N.J.A.C. 7:27-31.4(j)1,
expressed in MMBtu

2,000 = The factor converting pounds into tons

(h) The Department shall notify the holder of an account
if it is determined that during the current year or in any
preceding year, too many or too few allowances were allo-
_cated to an account, due to an error or due to reliance on
data that has been subsequently shown to be inaccurate.
For any such discrepancy, upon direction from the Depart-
ment, the NATS Administrator shall deduct or add allow-
ances to the account during the reconciliation process in
order to eliminate the discrepancy. If allowances are to be
deducted, the holder of the account is responsible for having
sufficient allowances in the account by the allowance trans-
fer deadline to cover the deduction. If allowances are to be
added, and there are no current year allowances or allow-
ances in an applicable reserve account available, the allow-
ances the NATS Administrator adds shall be taken from the
next year’s base emission budget.

(i) If during the reconciliation process, there are not
enough allowances in a source’s compliance account to
satisfy the provisions of (g) and (h) above, the owner or
operator of the budget source is subject to N.J.A.C.
7:27-31.19, Excess emissions deduction, and to penalties as
set forth at N.J.A.C. 7:27A-3, Air Administrative Proce-
dures and Penalties.

7:27-31.18 Compliance certification

(a) For each control period, the authorized account rep-
resentative for the budget source shall submit to the Depart-
ment an annual compliance certification.

(b) The compliance certification shall be submitted no
later than the allowance transfer deadline (December 31) of
each year to the following address:

ATTN: NO, BUDGET COMPLIANCE CERTI-
FICATION

New Jersey Department of Environmental Protec-
tion

Office of Air Quality Management

401 East State Street

PO Box 418

Trenton, NJ 08625-0418
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(c) The compliance certification shall contain, at a mini-
mum:

1. Identification of the budget source, including name,
address, name of authorized account representative and
NATS account number;

2. A statement indicating whether emissions data has
been submitted to the NETS in accordance with the
procedures established in N.J.A.C. 7:27-31.16, Reporting,
and in conformance with the requirements of the NETS
Administrator;

3. A statement indicating whether sufficient allowances
are held in the budget source’s compliance account as of
the allowance transfer deadline to properly account for
the budget source’s NO, emissions during the control
period;

4. A statement indicating whether the monitoring plan
which governs the budget source was maintained to re-
flect actual operation of the budget source;

5. A statement verifying that -all NO, emissions from
the budget source were accounted for, either through the
applicable monitoring or through application of the ap-
propriate missing data procedures; and

6. Certification pursuant to N.J.A.C. 7:27-1.39.

(d) The Department reserves the right to verify compli-
ance by whatever means necessary, including, but not limit-
ed to:

1. Inspection of facility operating records;

2. Obtaining information on allowance deduction and
transfers from the NATS;

3. Obtaining information on emissions from the NETS;
4. Testing emission monitoring devices; and

5. Requiring the budget source to conduct emissions
testing under the supervision of the Department.

7:27-31.19 Excess emissions deduction

(a) If, through the reconciliation process pursuant to
N.JA.C. 7:27-31.17, the NATS Administrator determines
that there are not enough allowances in a budget source’s
compliance account to properly account for the emissions of
that source during the control period, the NATS Adminis-
trator shall automatically deduct three allowances for each
ton of NO, emitted for which no allowances were held as of
the allowance transfer deadline.

(b) A deduction, made pursuant to (a) above, shall occur
when allowances are first available in the compliance ac-
count. If allowances are not available at the time of
reconciliation, the deduction shall occur when allowances
are next allocated pursuant to N.J.A.C. 7:27-31.7 or when
allowances are next transferred into the compliance account
pursuant to N.J.A.C. 7:27-31.10.
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7:27-31.20 Program audit

(a) The Department shall conduct an audit of the NO,
Budget Program in 2002 and every three years thereafter to
ensure that the program is providing expected performance
in regards to emissions monitoring and allowance use. Such
audits shall include, as appropriate, confirmation of emis-
sions reporting accuracy through validation of CEMS and
data acquisition systems at the budget source, and review of
allowance transfer and use by budget sources (geographical-
ly and temporally). Each periodic audit shall examine the
extent to which use of banked allowances has, or has not,
contributed to emissions in excess of the budget for each
year preceding the audit. The periodic audit shall further
provide an assessments to whether the effect of the program
is consistent with the requirements for demonstration of
reasonable further progress toward or the attainment and
maintenance of the National Ambient Air Quality Standard
for ozone.

(b) As an alternative, in whole or in part, to the Depart-
ment’s conduct of an audit pursuant to (a) above, the
Department reserves the right to request a third party audit
of the program. Such third party audit could be implement-
ed on a state by state basis or could be performed on a
region-wide basis under the supervision of the Ozone Trans-
port Commission.

(c) If an audit results in one or more recommendations
for revision of New Jersey’s NO, Budget Program, the
Department shall consider the audit recommendations, in
consultation with the other participating jurisdictions in the
OTR. If the Department determines that it is necessary or
appropriate, the Department shall propose or recommend
to the NATS and NETS Administrator the appropriate
changes to current procedures.

7:27-31.21 Guidance documents and sources incorporated
by reference

(a) The following documents are incorporated by refer-
ence in this subchapter, as are any subsequent revisions
thereto:

1. “Guidance for Implementation of Emission Moni-
toring Requirements for the NO, Budget Program,” is-
sued by the Ozone Transport Commission, 444 North
Capital Street, NW, Washington, DC 20001, January 28,
1997;

2. “Electronic Data Reporting: Acid Rain Pro-
gram/NO, Budget Program—Version 2.0,” issued by the
United States Environmental Protection Agency, July 3,
1997,

3. “NO, Budget Program Monitoring Certification and
Reporting Instructions,” issued by the Ozone Transport
Commission, 444 North Capital Street, NW, Washington,
DC 20001, July 3, 1997; and
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4. “Measurement Protocol for Commercial, Industrial
and Residential Facilities,” issued by New Jersey’s Board
of Regulatory Commissioners on April 28, 1993.

(b) Copies of the documents listed at (a)l through 3
above may be downloaded from USEPA Acid Rain Divi-
sion’s world wide web page, at <http://www.epa.gov/aci-
drain/otc/otcmain.html>. Copies of the documents refer-
enced in (a) above may be obtained by sending a written
request to the following address:

New Jersey Department of Environmental Protec-
tion

Office of Air Quality Management—Rule Devel-
opment Section

401 East State Street—7th floor

PO Box 418

Trenton, New Jersey 08625-0418

(c) With respect to any revision of the documents incor-
porated by reference in (a) above, the Department shall:

1. Publish a notice in the New Jersey Register;

2. Provide at least 30 days for any interested party to
submit written comment; and

3. Submit the revised reference to EPA for incorpo-
ration into the SIP.
- APPENDIX

CHEMICALS DEFINING SYNTHETIC ORGANIC
CHEMICAL AND POLYMER

MANUFACTURING
CAS # Chemical
105-57-7 Acetal
75-07-0 Acetaldehyde
107-89-1 Acetaldol
60-35-5 Acetamide .
103-84-4 Acetanilide
64-19-7 Acetic acid
108-24-7 Acetic anhydride
67-64-1 Acetone
75-86-5 Acetone cyanohydrin
75-05-8 Acetonitrile
96-86-2 Acetophenone
75-36-5 Acetyl chloride
74-86-2 Acetylene
107-02-8 Acrolein
79-06-1 Acrylamide
79-10-7 Acrylic acid
107-13-1 Acrylonitrile
124-04-9 Adipic acid
111-69-3 Adiponitrile
ft Alkyl naphthalenes
107-18-6 Allyl alcohol
107-05-1 Allyl chloride
1321-11-5 Aminobenzoic acid
111-41-1 Aminoethylethanolamine
123-30-8 p-Aminophenol
628-63-7, 123-92-2  Amyl acetates
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CAS #
71-41-0,
110-58-7
543-59-9
110-66-7,
1322-06-1
62-53-3
142-04-1
29191-52-4
100-66-3
118-92-3
84-65-1
100-52-7
55-21-0
71-43-2
98-48-6
98-11-3
134-81-6
76-93-7
65-85-0
119-53-9
100-47-0
119-61-9
-98-07-7
-98-88-4
100-51-6
100-46-9
120-51-4
100-44-7
98-87-3
92-52-4
80-05-7
108-86-1
27497-51-4
106-99-0
106-98-9
123-86-4
141-32-2
71-36-3
78-92-2
75-65-0
109-73-9
13952-84-6
75-64-9
98-73-7
107-88-0
123-72-8
107-92-6
106-31-0
109-74-0
105-60-2
75-15-50
558-13-4
56-23-5
9004-35-7
79-11-8
108-42-9
95-51-2
106-47-8
35913-09-8
}08'90'7

N
1321-03-5
25497-29-4
75-45-6
67-66-3
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Chemical

Amyl alcohols

Amyl amine

Amyl chloride

Amyl mercaptans
Amyl phenol

Aniline

Aniline hydrochloride
Anisidine

Anisole

Anthranilic acid
Anthraquinone
Benzaldehyde
Benzamide

Benzene
Benzenedisulfonic acid
Benzenesulfonic acid
Benzil

Benzilic acid

Benzoic acid
Benzoin

Benzonitrile
Benzophenone
Benzotrichloride
Benzoyl chloride
Benzyl alcohol
Benzylamine

Benzyl benzoate
Benzyl chloride
Benzal chloride
Biphenyl

Bisphenol A
Bromobenzene
Bromonaphthalene
Butadiene

I-butene

n-butyl acetate
n-butyl acrylate
n-butyl alcohol
s-butyl alcohol
t-butyl alcohol
n-butylamine
s-butylamine
t-butylamine
4-tert-butyl benzoic acid
1,3-butylene glycol
n-butyraldehyde
Butyric acid

Butyric anhydride
Butyronitrile
Caprolactam

Carbon disulfide
Carbon tetrabromide
Carbon tetrachloride
Cellulose acetate
Chloroacetic acid
m-chloroaniline
o-chloroaniline
p-chloroaniline
Chlorobenzaldehyde
Chlorobenzene
Chlorobenzoic acid
Chlorobenzotrichloride
Chlorobenzoyl chloride
Chlorodifluoromethane
Chlorodifluoroethane
Chloroform

CAS #
25586-43-0
88-73-3
100-00-5
25167-80-0
126-99-8
7790-94-5
108-41-8
95-49-8
106-43-4
75-72-9
108-39-4
95-48-7
106-44-5
1319-77-3
1319-77-3
4170-30-0
3724-65-0
98-82-8
80-15-9
372-09-8
506-77-4
108-80-5
108-77-0
110-82-7
108-93-0
108-04-1
110-83-8
108-91-8
111-78-4
112-30-1
123-42-2
T27576-04-1

541-73-1
95-50-1
106-46-7
75-71-8
107-06-2
111-44-4
96-23-1
26952-23-8
101-83-7
109-89-7
111-46-6
112-36-7
111-96-6
112-34-5
124-17-4

111-90-0
112-15-2
111-77-3
64-67-5
75-37-6
25167-70-8
26761-40-0
27554-26-3
674-82-8
124-40-3
121-69-7
115-10-6
68-12-2
57-14-7
77-78-1
75-18-3
67-68-5
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Chemical
Chloronaphthalene
o-chloronitrobenzene
p-chloronitrobenzene
Chlorophenols
Chloroprene
Chlorosulfonic acid
m-chlorotoluene
o-chlorotoluene
p-chlorotoluene
Chlorotrifluoromethane
m-cresol

o-cresol

p-cresol

Mixed cresols
Cresylic acid
Crotonaldehyde
Crotonic acid
Cumene

Cumene hydroperoxide
Cyanoacetic acid
Cyanogen chloride
Cyanuric acid
Cyanuric chloride
Cyclohexane
Cyclohexanol
Cyclohexanone
Cyclohexene
Cyclohexylamine
Cyclooctadiene
Decanol

Diacetone alcohol
Diaminobenzoic acid
Dichloroaniline
m-dichlorobenzene
o-dichlorobenzene
p-dichlorobenzene
Dichlorofluoromethane

- 1,2-dichloroethane (EDC)

Dichloroethyl ether

Dichlorohydrin

Dichloropropene
Dicyclohexylamine

Diethylamine

Diethylene glycol

Diethylene glycol diethyl ether
Diethylene glycol dimethyl ether
Diethylene glycol monobutyl ether
Diethylene glycol monobutyl ether ace-
tate

Diethylene glycol monoethyl ether
Diethylene glycol monoethyl ether acetate
Diethylene glycol monomethyl ether
Diethyl sulfate

Difluoroethane

Diisobutylene

Diisodecyl phthalate

Diisooctyl phthalate

Diketene

Dimethylamine

N,N-dimethylaniline

N,N-dimethyl ether
N,N-dimethylformamide
Dimethylhydrazine

Dimethyl sulfate

Dimethyl sulfide

Dimethyl sulfoxide
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CAS #
120-61-6
99-34-3
51-28-5
25321-14-6
123-91-1
646-06-0
122-39-4
101-84-8
102-08-9
25265-71-8
25378-22-7
28675-17-4
27193-86-8
106-89-8
?4-17-5

141-78-6
141-97-9
140-88-5
75-04-7
100-41-4
74-96-4
9004-57-3
75-00-3
105-39-5
105-56-6
74-85-1
96-49-1
107-07-3
©107-15-3
106-93-4
107-21-1
111-55-7
110-71-4
111-76-2
112-07-2
110-80-5
111-15-9
109-86-4
110-49-6
122-99-6
2807-30-9
75-21-8
60-29-7
104-76-7
122-51-0
95-92-1
41892-71-1
50-00-0
75-12-7
64-18-6
110-17-8
98-01-1
56-81-5
26545-73-7
25791-96-2
56-40-6
107-22-2
118-74-1
67-72-1

36653-82-4

124-09-4
629-11-8
100-97-0
74-90-8

123-31-9

Chemical

Dimethyl terephthalate
3,5-dinitrobenzoic acid
2,4-dinitrophenol
Dinitrotoluene
Dioxane

Dioxolane

" Diphenylamine

Diphenyl oxide
Diphenyl thiourea
Dipropylene glycol
Dodecene
Dodecylaniline

* Dodocylphenol

Epichlorohydrin
Ethanol

Ethanolamines

Ethyl acetate

Ethyl acetoacetate

Ethyl acrylate
Ethylamine
Ethylbenzene

Ethyl bromide
Ethylcellulose

Ethyl chloride

Ethyl chloroacetate
Ethylcyanoacetate
Ethylene

Ethylene carbonate
Ethylene chlorohydrin
Ethylenediamine
Ethylene dibromide
Ethylene glycol
Ethylene glycol diacetate
Ethylene glycol dimethyl ether
Ethylene glycol monobutyl ether

Ethylene glycol monobutyl ether acetate

Ethylene glycol monoethyl ether

Ethylene glycol monoethyl ether acetate

Ethylene glycol monomethyl ether

CAS #
99-06-9
26760-64-5
78-83-1
110-19-0
115-11-7
78-84-2
79-31-2
25339-17-7
26952-21-6
78-78-4
78-59-1
121-91-5
78-79-5
67-63-0
108-21-4
75-31-0
75-29-6
25168-06-3
?‘r63_5 1-4

123-01-3
110-16-7
108-31-6
6915-15-7
141-79-7
121-47-1
79-41-4
563-47-3
67-56-1
79-20-9
105-45-3
74-89-5
100-61-8
74-83-9
37365-71-2
74-87-3
108-87-2
1331-22-2
75-09-2

Ethylene glycol monomethyl ether acetate 101-77-9

Ethylene glycol monophenyl ether
Ethylene glycol monopropyl ether
Ethylene oxide

Ethyl ether
2-ethylhexanol

Ethyl orthoformate
Ethyl oxalate

Ethyl sodium oxalacetate
Formaldehyde
Formamide

Formic acid

Fumaric acid

Furfural

Glycerol

Glycerol dichlorohydrin
Glycerol triether

Glycine

Glyoxal
Hexachlorobenzene
Hexachloroethane
Hexadecanol
Hexamethylenediamine
Hexamethylene glycol
Hexamethylenetramine
Hydrogen cyanide
Hydroquinone

101-68-8
78-93-3
107-31-3
108-11-2
108-10-1
80-62-6
77-75-8
98-83-9
110-91-8
85-47-2
120-18-3
90-15-3
135-19-3
75-98-9
88-74-4
100-01-6
91-23-6
100-17-4
?8-95-3

79-24-3
75-52-5
88-75-5
25322-01-4
1321-12-6
27215-95-8
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Chemical
p-hydroxybenzoic acid
Isoamylene
Isobutanol

Isobutyl acetate
Isobutylene
Isobutyraldehyde
Isobutyric acid
Isodecanol

Isooctyl alcohol
Isopentane
Isophorone
Isophthalic acid
Isoprene
Isopropanol
Isopropyl acetate
Isopropylamine
Isopropyl chloride
Isopropylphenol
Ketene

Linear alkyl sulfonate
Linear alkylbenzene
Maleic acid

Maleic anhydride
Malic acid

Mesityl oxide
Metanilic acid
Methacrylic acid
Methallyl chloride
Methanol

Methyl acetate
Methyl acetoacetate

. Methylamine

n-methylaniline

Methyl bromide

Methyl butynol

Methyl chloride
Methylcyclohexane
Methylcyclohexanone
Methylene chloride
Methylene dianiline
Methylene diphenyl diisocyanate
Methyl ethyl ketone
Methyl formate

Methyl isobutyl carbinol
Methyl isobutyl ketone
Methyl methacrylate
Methylpentynol
a-methylstyrene
Morpholine

a-naphthalene sulfonic acid
b-naphthalene sulfonic acid
a-naphthol

b-naphthol

Neopentanoic acid
o-nitroaniline
p-nitroaniline
o-nitroanisole
p-nitroanisole
Nitrobenzene

Nitrobenzoic acid (o, m, & p)
Nitroethane

Nitromethane
2-Nitrophenol
Nitropropane

Nitrotoluene

Nonene

Supp. 5-15-00
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CAS #
25154-52-3
27913-28-8
123-63-7
115-77-5
109-66-0
109-67-1
127-18-4
594-42-3
94-70-2
156-43-4
108-95-2

¥

91-40-7
Tt

75-44-5
85-44-9
85-41-6
108-99-6
110-85-0
;

25322-68-3
25322-69-4
123-38-6
79-09-4
71-23-8
107-10-8
540-54-5
115-07-1
127-00-4
78-87-5
57-55-6
75-56-9
110-86-1
106-51-4
108-46-3
27138-57-4
69-72-7
127-09-3
532-32-1
9004-32-4
3926-62-3
141-53-7
139-02-6
110-44-1
100-42-5
110-15-6
110-61-2
121-57-3
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Chemical
Nonylphenol
Octylphenol
Paraldehyde
Pentaerythritol
n-pentane

l-pentene
Perchloroethylene
Perchloromethyl mercaptan
o-phenetidine
p-phenetidine
Phenol
Phenolsulfonic acids
Phenyl anthranilic acid
Phenylenediamine
Phosgene

Phthalic anhydride
Phthalimide
b-picoline
Piperazine
Polybutenes
Polyethylene glycol
Polypropylene glycol
Propionaldehyde
Propionic acid
n-propyl alcohol
Propylamine

Propyl chloride
Propylene
Propylene chlorohydrin
Propylene dichloride
Propylene glycol
Propylene oxide
Pyridine

Quinone

Resorcinol
Resorcylic acid
Salicyclic acid
Sodium acetate
Sodium benzoate
Sodium carboxymethyl cellulose.
Sodium chloracetate
Sodium formate
Sodium phenate
Sorbic acid

Styrene

Succinic acid
Succinonitrile
Sulfanilic acid

CAS #
126-33-0
1401-55-4
1}00-21-0

117-08-8
78-00-2
119-64-2
85-43-8
75-74-1
110-60-1
110-18-9
108-88-3
95-80-7
584-84-9
26471-62-5
}333-07-9

98-59-9
26915-12-81
t

71-55-6
79-00-5
79-01-6
75-69-4
96-18-4
76-13-1
121-44-8
112-27-6
112-49-2
7756-94-7
75-50-3
57-13-6
108-05-4
75-01-4
75-35-4
25013-15-4
1330-20-7
95-47-6
106-42-3
1300-71-6
1300-73-8
1634-04-4
9002-88-4
9003-07-0
9003-53-6

Chemical

Sulfolane

Tannic acid

Terephthalic acid
Tetrachloroethanes
Tetrachlorophthalic anhydride
Tetraethyl lead
Tetrahydronaphthalene
Tetrahydrophghalic anhydride
Tetramethyl lead
Tetramethylenediamine
Tetramethylethylenediamine
Toluene

2,4,-diaminotoluene
Toluene-2,4-diisocyanate
Toluene diisocyanates (mixture)
Toluenesulfonamide
Toluenesulfonic acids
Toluenesulfonyl chloride
Toluidines
Trichlorobenzenes
1,1,1-trichloroethane
1,1,2-trichloroethane
Trichloroethylene
Trichlorofluoromethane
1,2,3-trichloropropane
1,1,2-trichlorotrifluoroethane
Triethylamine

Triethylene glycol
Triethylene glycol dimethyl ether
Triisobutylene
Trimethylamine

Urea

Vinyl acetate

Vinyl chloride

Vinylidene chloride

Vinyl toluene

Xylenes (mixed)

o-xylene

p-xylene

Xylenol

Xylidine

Methyl tert-butyl ether
Polyethylene

Polypropylene

Polystyrene

T CAS numbers for the various isomers and mixtures have not been listed here.
Tt CAS numbers not available.
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