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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
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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

: : : r ~\
deterioration and keep clean air
clean NOTICE
 PSD applies to:

HELP KEEP
THIS PLACE

= Attainment pollutants

= New major sources and major
modifications at existing major
sources
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Let’s assume:
* Existing PSD major facility

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

 Located in an attainment area
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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 CO,e

* NO, 40 tpy * PM,, 15tpy

* SO, 40 tpy * PM,. 10 tpy -direct

« VOC 40 tpy [40 tpy indirect SO,, NO,, VOC]

e CO 100 tpy * CO,e 75,000 tpy (can only be major if

e Lead 0.6 tpy another pollutant is also PSD major)

. H,S0, 7.0tpy
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Do you trigger PSD?
Brownfield,
Major Source
(>100 tpy — listed source category)

Project > EER, PSD | ‘

40 tpy VOC, SO,, NO,, Project < SER, Not PSD
100 tpy CO, 40 tpy VOC, SO,,NQO,,
100 tpy CO,
10 tpy PM, 10 tpy PM,
15 tpy PM,, 15 tpy PM1'O
7tpy Hy50, 7tpy H,SO,
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Major Project Determination — Example

Attainment area

Major Project

1 : :

. — Project PTE ; Proje.c.t PS:D
2. Brownfield site Pollutanttpy) T’ @ Classification
3. PSD major gas plant NOx 80 40 Major
4. Proposed project PTE: voc o 40 Major

80 tpy NOx, 60 tpy VOC, 9 tpy PM2.5 PM2.5 > 10 Minor

Major project thresholds:

40 tpy NOx, 40 tpy VOC, 10 tpy PM2.5 .
Project classification: How can this

PSD major for NOx and VOC project avoid PSD?
PSD minor for PM2.5
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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
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Routine Maintenance

e 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.

(i11)) A physical change or change in the method of
operation shall not include:

(a) Routine maintenance, repair, and replacement
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Landmark Court Case, 1990 Wisconsin Electric Power
Company (WEPCQ) v. Reilly (WEPCO Test for RMRR)

* Size, function, or importance of replacement parts
* Pre-approval of a state commission
* Internal document citing the repair as non-routine

Nature * Repair while operating or during outage
and

Extent * Whether an entire emissions unit will be replaced
* Time to perform
 Sum of the total work as opposed to individual components
* Extend the useful life of the unit
* Keep the unit operating in its present condition

Purpose P P & P

* Allow enhanced operation
* Increased capacity, operating rate, utilization, or fuel adaptability

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

* Absolute cost and relative cost of replacing the unit
3 Cost * Amount of capital expenses
@BS T-BAKER SMITH *  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
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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 -\(\\.\J
Nature and Extent 6(\.6
Purpose \)(\0
Frequency \)G\(\

Cost ,‘00 \\
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PSD Netting — What to Look For

* Was netting conducted before major Qil& Gas Red Flags
CompreSSOr OVerhauls, engine o Restore compression capacity
replacements, or plant debottlenecking? «  Debottleneck gathering or processing

< Increase gas or liquids throughput

* Netting is the applicant’s best insurance @ Engine or turbine uprate
against PSD lookbacks w Life extension

* Evaluate catalyst, vapor-control, flare, « Extend runtime / reduce downtime
and sulfur-control projects o Add compression

< Change fuel composition

Review AFE language, project charters,
and public statements for operational @ Upgrade catalyst, flare, VRU, or sulfur
red flags controls

" These can indicate that the change was not
routine
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Basic Netting Equation

Baseline Actual

Net Future o .
L _ Emissions in Contemporaneous Contemporaneous
Emissions | = | Potential | — — +
. Contemporaneous Actual Decreases Actual Increases
Increase Emissions Period
erio
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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)

Baseline Actual

Net Projected . : Contemporaneous Contemporaneous
. Emissions in
Emissions | = Actual - — Actual + Actual
o Contemporaneous
Increase Emissions Period Decreases Increases
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Netting Out of PSD Review

e Step 1 - New and Modified Equipment in the Project
* Can now subtract emissions from removed equipment
* Project Emissions Accounting

e 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
* 5years back for utilities
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Old Step 1: Project increases

7

Baseline Actual

Net Projected . : Contemporaneous Contemporaneous
.. Emissions in
Emissions | = Actual -1 — Actual + Actual
o Contemporaneous
Increase Emissions Period Decreases Increases

Basic Netting Equation
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New Step 1: Project increases and project decreases

’ \
Net Projected Basei;zn? Acty,ai Contemporaneous Contemporaneous
.. Emissions in
Emissions | = Actual — -1 Actual + Actual
o Contemporaneous
Increase Emissions Period Decreases Increases

Basic Netting Equation
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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: 55>4002PSD
(Need Step 2 Netting)

New Step 1: 55-44=11
(Step 2 not needed) 11 <40F Not PSD
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Example 2:

NOXx (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: 120-44=76
(Step 2 needed) 76 > 4002 PSD
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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
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Calculate Net Emissions Change

Installation
of Rental
Compressor
Engine in2022

@B@ T.BAKER SMITH

PM10tpy | SO2tpy | NOxtpy 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




Step 2: Include Plantwide Contemporaneous Changes

N\
Net Projected Base{mfz A“P‘“l Contemporaneous Contemporaneous
.. Emissions in
Emissions | = Actual - — Actual + Actual
o Contemporaneous
Increase Emissions Period Decreases Increases

Basic Netting Equation
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S-years prior to start of
construction

Contemporaneous Period

Ten years before project Start of Start of
] Construction Operation
(I
Highest consecutive
24-Month

Contemporaneous Period
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Submit

This year might Permit
fall off if since Application

start of construction Here?

is not on day of

application submittal J-years prior t{:.. stax

years before project Start of
- Construction Crperation
\ o
Highest consecutive
24-Month

Contemporaneous Period
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[Table 3F
Project Contemporaneous Changes'
Texas Commission on Environmental Quality

Company

Permit Application Number

Criteria Pollutant

Facility at Which Emission Change Occurred?

TCEQ Forms
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Item Project FIN EPN Permit Number Project Baseline A B Difference | Creditable
Number Date Number | Period (years) | Proposed Baseline (A-B)E Decrease
(SO0 Emissions | Emissions or
(tonslyear)* | (tonslyear)? Increase’
1.
2 Table-4Fq
3. Description-of-Creditable-Reductionsy
4 Texas-Commission-on-Environmental-Quality
5.
6.
7.
= Company-Name:= o
9. Contaminant:= o
10. Date-Action-Occurred:= o
Page | Subtotal® SIC-Code-for-this-Source:= a
S ry of Contemporaneous Changes |Total Permit-Number= a

For-Creditable-Reductions,-verify-each-statement-by-checking-all-boxes:Y

The-reductions-occurred-within-the-contemporaneous-period.= O ¥ES{]-NQ=
The-reductions-occurred-at-the-same-major-stationary -source = O YES{]NO=
The-reductions-have-not-been relied-upen-in-issuing -a-previous federal-permit. = JYES{])-NO=
The-reductions-have-not-been-used-as-an-offset-in-a-previous-nonattainment-permit-and-are-not- CYES{]-NO=
reserved-in-a-permit-condition-for-use-as-an-offset. =

As of the-date-of this-application, the reductions-are not-required-by-any-rule-pursuant to the Texas- |[]-YES{]-NO=
SIP-(30 TAC-111,-115,-and-117)."=

The-reductions-are-federally-enforceable = CYES{]-NO=
The-reductions-are-of the-same-qualitative-significance = O YES{]-NQ=
Records-for-all-facilities-are-available-to-demonstrate-the-baseline-emissions = - YESL] -NQ=

1
*Required-only -for-nonattainment-applicability -analysis.{

Please-give-a-complete-description-of-project-below.-Provide-all EPNs-affected by -this-project.|

EFEEEEEEEEE

[ SIS



Rules

* Do notinclude 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
* Forexample, 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.
* Mustinclude all contemporaneous increases
 Contemporaneous decreases help the math and are therefore optional

e Can’ttrip 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
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Advanced Netting Equation

Baseline

Net Projected Actual Could Have Demand
(E‘missiﬂns ) = ( Actual )— Emissions in + (chamﬂdnted) — ( Growth )

Increase Emissions Contemporaneous Emissions Emissions

Period

Contemporaneous Contemporaneous
— ( Actual )-I- ( Actual )
Decreases Increases
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
 “anyincreased utilization due to product demand growth”
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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
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Transferable Method: Documented Operating Data

Clean Air Markets Database Generating Availability Data System (GADS) Data New Past

Hours in Elpt?rating Gross Load Avg. NOx NOx | Reserve Could have Could have | Conservative| Could have Actual

Time Rate accommodated |accommodated (lb Nox/ accommeodated NOx

Month |Year| Month (MW-h) (tons) | Hours

(hours) (lb/MMBtu) (Mw-hr/month) |[[MMBtu/month) MMBtu) NOx (tons) (tons)

12023 744 24 766 036 | 2.43 | ©99.29 48,971.30 461,729.40 0.24 25.41 a27.84
212023 672 32 1,074 0.31 | 275 644.95 43,856.60 425,667.00 0.24 21.08 93.83
32023 743 36 630 031 | 161 713.37 46,369.05 470,6824.20 0.24 96.50 96.11
42023 720 101 2,468 0.31 | 5.50 | 5686.24 36,346.88 366,918.40 0.24 46.43 21.93
92023 744 104 3,177 0.31| 7.08 | 535.36 32,656.96 323,337.60 0.24 42.40 49.48
62023 720 203 6,233 0.31 | 13.90 | 509.20 30,042.80 336,072.00 0.24 40.33 54.22
712023 744 276 8,905 0.31 | 18.45 | 492.37 29,049.83 324,964.20 0.24 39.00 57.45
82023 744 279 9,072 0.31 | 1864 | 478.42 28,226.78 315,757.20 0.24 37.89 56.53
92023 720 133 3,079 0.31 | ©.33 | 588.25 35,295.00 368,245.00 0.24 46.59 52.92
102023 744 88 1,541 0.31 | 4.48 | 668.39 41,440.18 441,137.40 0.24 52.94 57.42
11(2023 721 73 1,009 031 294 857.73 42,752.45 434,101.80 0.24 22.09 25.03
122023 744 40 696 0.31 | 2.03 | 708.36 48,182.08 467,649.60 0.24 96.12 56.14
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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-
0//documents/demandgrowth.pdf
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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

* |dentify the engines, heaters, dehydrators, tanks, flares, and loading
sources that vary with throughput
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Example Oil & Gas Facility Data

1,800 MMscf/month permit limit Production

1200

984 MMscf/month demonstrated maximum

1000 -

800 Could Have Accommodated Emissions

600 Actual Station Emissions

400

200

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

Air Permit Reviewer Reference Guide

APDG 5881

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

Major New Source Review -
Applicability Determination

Air Permits Division
Texas Commission on Environmental Quality

January 2022
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“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 equipme
* Tie throughput to the affected emission units

* Perform the analysis before major maintenance

* Update it as operations change

e Be conservative with emission rates
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Demand Growth Exclusion

Regulatory guidance on the demand growth exclusion is currently limited

https://www.tceqg.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
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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
EStabUSh baseline em|SS|OnS |n W|’|t|ng (vi) A “reasonable possibility” under paragraph (a)(6) of this section occurs when the owner

or operator calculates the project to result in either:

L M u St ma ke ca l_C u l_at IONS 1IN a dva nce (A) A projected actual emissions increase of at least 50 percent of the amount that is a
. "significant emissions increase,” as defined under paragraph (a)(1)(xxvii) of this
Of p rOJ e Ct section (without reference to the amount that is a significant net emissions
increase), for the regulated NSR pollutant; or
® Ke e p p O St- p rOJ e Ct re C O rd S Of a Ct u a l (B) A projected actual emissions increase that, added to the amount of emissions
. . excluded under paragraph (a)(1)(xxviii)(B)(3), sums to at least 50 percent of the
e m I SS I O n S amount that is a "significant emissions increase,” as defined under paragraph (a)(1)
(xxvii) of this section (without reference to the amount that is a significant net
() M ay n eed to re po rt a n n u a lly to age n Cy emissions increase), for the regulated NSR pollutant. For a project for which a
reasonable possibility occurs only within the meaning of paragraph (a)(6)(vi)(B) of
. this section, and not also within the meaning of paragraph (a)(6)(vi)(A) of this
. 40 C F R 5 1 . 1 65 (a ) (6) (Vl ) section, then provisions (a)(6)(ii) through (v) do not apply to the project.
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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
* Assingle 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
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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

THANK YOU!

Nicholas Fitzmorris, PE
T. Baker Smith

Nicholas.Fitzmorris@tbsmith.com
b04-610-4491
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