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Agenda

• Quick refresh of PSD and applicability
• Routine maintenance – and why it doesn’t help
• Basic and advanced netting equations

• Contemporaneous period

• Could have accommodated
• Documented example – dispatch-driven operations
• Oil & gas example – throughput-driven operations

• Demand growth
• Reasonable possibility



Prevention of Significant Deterioration (PSD) – New Source 
Review (NSR) Program for Major Sources in Attainment Areas

• If an area is in attainment, the goal is 
to keep it in attainment; in other 
words, prevent significant 
deterioration and keep clean air 
clean

• PSD applies to:
 Attainment pollutants
New major sources and major 

modifications at existing major 
sources



Let’s assume:

• Existing PSD major facility

• Natural gas processing plant with a sulfur recovery unit 
(listed source category)

• Located in an attainment area



• PM10 15 tpy
• PM2.5 10 tpy -direct 

 [40 tpy indirect SO2, NOx, VOC]
• CO2e 75,000 tpy (can only be major if   

  another pollutant is also PSD major)

PSD Major Source Project Significant Emission Rates (SER)

At a PSD Major Source:
• Determine project PTE for each pollutant

• Compare to major project thresholds for each pollutant (total for entire project)

• You cannot be PSD major for only CO2e

• NOx 40 tpy
• SO2 40 tpy
• VOC 40 tpy
• CO 100 tpy
• Lead 0.6 tpy 
• H2SO4   7.0 tpy



Do you trigger PSD? 
Brownfield, 

Major Source 
(>100 tpy – listed source category)

Project > SER, PSD 
40 tpy VOC, SO2, NOx, 

100 tpy CO,
10 tpy PM2.5
 15 tpy PM10

7 tpy H2SO4

(75,000 CO2e)

Project < SER, Not PSD 
 40 tpy VOC, SO2,NOx, 

100 tpy CO,
 10 tpy PM2.5
15 tpy PM10

7 tpy H2SO4



Major Project Determination – Example

1. Attainment area
2. Brownfield site
3. PSD major gas plant
4. Proposed project PTE:

80 tpy NOx, 60 tpy VOC, 9 tpy PM2.5
Major project thresholds:
40 tpy NOx, 40 tpy VOC, 10 tpy PM2.5
Project classification:
PSD major for NOx and VOC
PSD minor for PM2.5

How can this 
project avoid PSD?

Pollutant Project PTE
(tpy)

Major Project 
Threshold

(tpy)

Project PSD  
Classification

NOx 80 40 Major

VOC 60 40 Major

PM2.5 9 10 Minor



NSR Applicability Thoughts

• Must know existing facility emissions before you can determine 
the permitting thresholds for new projects

• Applicability is confusing
 Constantly changing
 Check with state agency
 Better to ask for permission than beg forgiveness

• Keep PTE below major thresholds whenever possible
• Consider netting 
• Consider voluntary controls



Routine Maintenance

• When is a modification a “PSD Modification”?
• Definition of a Modification:
• PSD - 40 CFR 52.21(b)(2)  Major modification means any physical 

change or change in the method of operation of a major stationary 
source that would result in a significant net emissions increase of 
any pollutant subject to regulation under the Act. 

(iii) A physical change or change in the method of 
operation shall not include:  

(a) Routine maintenance, repair, and replacement                         



Landmark Court Case, 1990 Wisconsin Electric Power 
Company (WEPCO) v. Reilly (WEPCO Test for RMRR)

Nature 
and 

Extent 

• Size, function, or importance of replacement parts 
• Pre-approval of a state commission
• Internal document citing the repair as non-routine
• Repair while operating or during outage

• Whether an entire emissions unit will be replaced 
• Time to perform 
• Sum of the total work as opposed to individual components 

Purpose
• Extend the useful life of the unit
• Keep the unit operating in its present condition
• Allow enhanced operation 
• Increased capacity, operating rate, utilization, or fuel adaptability

Frequency • How often the change is performed in a typical unit’s life 

Cost
• Absolute cost and relative cost of replacing the unit 
• Amount of capital expenses
• Paid for out of the operating budget 



When is a Modification a PSD Modification?

• Definition of a Major Modification
PSD - 40 CFR 52.21(b)(2)  Major modification means any physical change or 

change in the method of operation of a major stationary source that 
would result in a significant net emissions increase of any pollutant 
subject to regulation under the Act and a significant net emissions 
increase of that pollutant from the major stationary source. 

(iii) A physical change or change in the method of operation shall not include:  
(a) Routine maintenance, repair, and replacement  

Routine is not defined except by the Four Factor WEPCO Test       
Nature and Extent
Purpose
Frequency
Cost



When is a Modification a PSD Modification?

• Definition of a Major Modification
PSD - 40 CFR 52.21(b)(2)  Major modification means any physical change or 

change in the method of operation of a major stationary source that 
would result in a significant net emissions increase of any pollutant 
subject to regulation under the Act and a significant net emissions 
increase of that pollutant from the major stationary source. 

(iii) A physical change or change in the method of operation shall not include:  
(a) Routine maintenance, repair, and replacement  

Routine is not defined except by the Four Factor WEPCO Test       
Nature and Extent
Purpose
Frequency
Cost



PSD Netting – What to Look For

• Was netting conducted before major 
compressor overhauls, engine 
replacements, or plant debottlenecking?

• Netting is the applicant’s best insurance 
against PSD lookbacks

• Evaluate catalyst, vapor-control, flare, 
and sulfur-control projects

• Review AFE language, project charters, 
and public statements for operational 
red flags
 These can indicate that the change was not 

routine

Oil & Gas Red Flags

 Restore compression capacity

 Debottleneck gathering or processing

 Increase gas or liquids throughput

 Engine or turbine uprate

 Life extension

 Extend runtime / reduce downtime

 Add compression

 Change fuel composition

 Replace compressor or driver

 Upgrade catalyst, flare, VRU, or sulfur 
controls



Basic Netting Equation



Basic Netting Equation

For simplicity’s sake, assume 
future potential emissions = future projected actuals

(this approach can also protect the source from detailed recordkeeping 
and future liability)



Netting Out of PSD Review

• Step 1 – New and Modified Equipment in the Project
• Can now subtract emissions from removed equipment
• Project Emissions Accounting

• Step 2 – Other Equipment at the Facility
• Future Potential – Baseline Actual = Emissions Increase
• Future Potential = Maximum projected annual emissions in next 5 years
• Baseline actual = Look back and pick highest 24-month emissions

• 10 years back for non-utilities
• 5 years back for utilities



Basic Netting Equation

Old Step 1: Project increases



Basic Netting Equation

New Step 1: Project increases and project decreases



Example 1:
NOx (tpy)

PSD Significant Emission Rate 40

New Compressor Engine 55

Removed Compressor Engine
Year 2020 Emissions 46
Year 2021 Emissions 42

24-month average 44

Old Step 1:
(Need Step 2 Netting)

55 > 40  PSD

New Step 1:
(Step 2 not needed)

55 - 44 = 11 
11 < 40  Not PSD



Example 2:

NOx (tpy)
PSD Significant Emission Rate 40

New Compressor Engine 120

Removed Compressor Engine
Year 2020 Emissions 46
Year 2021 Emissions 42

24-month average 44

Step 1:
(Step 2 needed)

120 - 44 = 76 
76 > 40  PSD



Why and How to Net

• Benefits
• New equipment with less strenuous controls
• Faster permitting time – if netting analysis is not complex
• Public relations (?)

• Oil & Gas Netting Example
• Replace an older compressor engine with a new unit
• Contemporaneous increases = added rental compressor engine
• Contemporaneous decreases = removed older compressor engine



Calculate Net Emissions Change
PM10 tpy SO2 tpy NOx tpy VOC tpy CO tpy

Replacement Compressor 
Engine 22 15 190 35 400
Removed Engine (2023/2024 
average) 67 301 124 50 331
Step 1 total -45 -286 66 -15 69
PSD Significant Emission Rate 10 40 40 40 100
PSD? No No Yes No No

Contemporaneous Increases
10

Contemporaneous Decreases
0

Net Emissions Change 76

PSD Significant Emission Rate 
40

PSD? Yes

Installation
of Rental 

Compressor
Engine in 2022



Basic Netting Equation

Step 2: Include Plantwide Contemporaneous Changes



Contemporaneous Period



Contemporaneous Period

Submit 
Permit 

Application 
Here?

This year might 
fall off if since 

start of construction
is not on day of 

application submittal



TCEQ Forms



Rules
• Do not include PSD projects as contemporaneous increases/decreases
• No such thing as a like-kind replacement
• Can use a different 24-month period for different pollutants

• But must use the same 24-month period for the same pollutant
• For example, two engines are replaced. Engine 1 had the highest NOx emissions in 

2023/2024. Engine 2 had the highest NOx emissions in 2022/2023. Cannot mix and match 
time periods within a pollutant.

• Must include all contemporaneous increases
• Contemporaneous decreases help the math and are therefore optional

• Can’t trip PSD for just greenhouse gases; GHG only matters if another pollutant 
also trips PSD

• Existing planned maintenance/startup/shutdown (MSS) emissions, meeting the 
criteria to be added to a permit, may be considered part of the baseline 
emissions if they were reported in the emissions inventory in a timely manner



Advanced Netting Equation

40 CFR 52.21
• Could have accommodated emissions

• “that portion of the unit's emissions following the project that an existing 
unit could have accommodated during the consecutive 24-month period 
used to establish the baseline actual emissions”

• Demand growth exclusion
• “any increased utilization due to product demand growth” 



Could Have Accommodated for Oil & Gas Operations –
Documented Throughput and Availability Matter

• Compressor station: hourly flow and engine data
• Pipeline curtailment reduced gas throughput

Document throughput, hours, load, and emission rates
Use only demonstrated capacity in the baseline
Nameplate capacity alone is insufficient



Transferable Method: Documented Operating Data



EPA Letter on Georgia Pacific 
Could Have Accommodated Emissions

• Allowed: The highest demonstrated average monthly operating 
level during the baseline period as an approximation of the level of 
operation that the units "could have accommodated" during the 
baseline period.

• Not allowed: The highest amount that the unit could have legally 
and physically emitted during the baseline

https://www.epa.gov/sites/default/files/2015-
07/documents/demandgrowth.pdf

https://www.epa.gov/sites/default/files/2015-07/documents/demandgrowth.pdf
https://www.epa.gov/sites/default/files/2015-07/documents/demandgrowth.pdf
https://www.epa.gov/sites/default/files/2015-07/documents/demandgrowth.pdf


Could Have Accommodated at an Oil & Gas Facility –
Throughput-Driven, Unit-Specific Example

• Calculate monthly emissions by unit and pollutant
• Pair emissions with throughput, compressor hours/load, liquids 

production, or sulfur inlet rate
• Compare each month with the highest demonstrated operating 

month
• Separate pipeline curtailment or demand from equipment unavailability
• Confirm whether throughput or hours are permit limited
• Identify the engines, heaters, dehydrators, tanks, flares, and loading 

sources that vary with throughput



Example Oil & Gas Facility Data

984 MMscf/month demonstrated maximum

Oct-27 Apr-28 Nov-28 May-29 Dec-29 Jun-30
0

200

400

600

800

1000

1200

Production

Actual Station Emissions

Could Have Accommodated Emissions

1,800 MMscf/month permit limit



TCEQ Guidance

https://www.tceq.texas.gov/assets/public/permitting/air/
Guidance/NewSourceReview/fnsr_app_determ.pdf

https://www.tceq.texas.gov/assets/public/permitting/air/Guidance/NewSourceReview/fnsr_app_determ.pdf
https://www.tceq.texas.gov/assets/public/permitting/air/Guidance/NewSourceReview/fnsr_app_determ.pdf


“Could Have Accommodated” Cautions

• Match past time periods within each pollutant
• Use defensible data for the “could have” case
 Nameplate or permitted throughput alone is not enough

• Separate pipeline/demand constraints from equipment downtime
• Tie throughput to the affected emission units
• Perform the analysis before major maintenance
• Update it as operations change
• Be conservative with emission rates



Demand Growth Exclusion

Regulatory guidance on the demand growth exclusion is currently limited
https://www.tceq.texas.gov/assets/public/permitting/air/Guidance/NewSourc
eReview/fnsr_app_determ.pdf

Three key elements that are required to calculate the demand growth 
exclusion:
1. Baseline actual emissions; 
2. Emissions the unit could have accommodated during the baseline period 

that are above baseline actual emissions; and 
3. The portion of the increase in emissions that is unrelated to the particular 

project. 
https://dwee.nebraska.gov/sites/default/files/publications/06-
252%20Demand%20Growth%20Exclusion%20Guidance.pdf

https://www.tceq.texas.gov/assets/public/permitting/air/Guidance/NewSourceReview/fnsr_app_determ.pdf
https://www.tceq.texas.gov/assets/public/permitting/air/Guidance/NewSourceReview/fnsr_app_determ.pdf
https://dwee.nebraska.gov/sites/default/files/publications/06-252%20Demand%20Growth%20Exclusion%20Guidance.pdf
https://dwee.nebraska.gov/sites/default/files/publications/06-252%20Demand%20Growth%20Exclusion%20Guidance.pdf
https://dwee.nebraska.gov/sites/default/files/publications/06-252%20Demand%20Growth%20Exclusion%20Guidance.pdf


Reasonable Possibility

• When using the actual-to-projected-actual methodology 
• Determine whether there is a reasonable possibility that a project that is NOT 

part of a major modification may result in a significant emissions increase 
• 50% of the PSD SER threshold

• Establish baseline emissions in writing
• Must make calculations in advance 

of project
• Keep post-project records of actual 

emissions
• May need to report annually to agency
• 40 CFR 51.165(a)(6)(vi)



What Changes for Nonattainment (NA) Areas?

• Major source and major project thresholds decrease for the NA 
pollutants

• Analyze the NA applicability separately from the attainment 
applicability

• A single pollutant could trigger both PSD and NNSR
• Determine which pollutants are NA and the major thresholds (for sources 

and for projects) for each NA pollutant
• Determine which NA pollutants are major at the existing facility
• Determine project emissions for NA pollutants
• If greater than NA major project thresholds, proceed to netting



THANK YOU!
Nicholas Fitzmorris, PE

T. Baker Smith
Nicholas.Fitzmorris@tbsmith.com

504-610-4491

Key Takeaways
1.Netting helps protect against PSD lookbacks
2.Define oil & gas projects across all affected units
3.Treat “routine” as a high-risk assumption
4.Complete the analysis before the change

mailto:Nicholas.Fitzmorris@tbsmith.com
mailto:Nicholas.Fitzmorris@tbsmith.com
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