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TITLE 326 AIR POLLUTION CONTROL BOARD

Proposed Rule
LSA Document #02-54

DIGEST

Amends 326 IAC 10-3-1 to delete emission limits for Ispat Inland in Lake County. Amends 326 IAC 10-4 to change
compliance dates, amend emission trading allowances, and add formulas for energy efficiency programs. Effective 30 days after
filing with the secretary of state.

HISTORY

First Notice of Comment Period: March 1, 2002, Indiana Register (25 IR 2045).

Second Notice of Comment Period and Notice of First Public Hearing: August 1, 2002, Indiana Register (25 IR 3886).
Change in Notice of Public Hearing: December 1, 2002, Indiana Register (26 IR 810).

First Public Hearing: December 4, 2002.

PUBLIC COMMENTSUNDER IC 13-14-9-4.5
1C 13-14-9-4.5 statesthat aboard may not adopt aruleunder | C 13-14-9that issubstantively different from thedraft rule published under
I1C 13-14-9-4, until the board has conducted a third comment period that is at |east twenty-one (21) days long.

REQUEST FOR PUBLIC COMMENTS

This proposed (preliminarily adopted) ruleis substantively different from the draft rule published on August 1, 2002 at 25 IR 3886. The
Indiana Department of Environmental Management (IDEM) is requesting comment on the entire proposed (preliminarily adopted) rule.

The proposed rule contains numerous changes from the draft rule that make the proposed rule so substantively different from the draft
rule that public comment on the entire proposed rule is advisable. This notice requests the submission of comments on the entire proposed rule,
including suggestions for specific amendments. These comments and the department’ s responses thereto will be presented to the board for its
consideration at final adoption under IC 13-14-9-6. Mailed comments should be addressed to:

#02-54 NO, Corrections

Suzanne Whitmer

c/o Administrative Assistant, Rules Development Section

Air Programs Branch

Indiana Department of Environmental Management

P.O. Box 6015

Indianapolis, Indiana 46206-6015.

Hand delivered comments will be accepted by the receptionist on duty at the Office of Air Quality, Tenth Floor, 100 North Senate Avenue,
Indianapolis, Indiana. Comments may al so be submitted by facsimileto (317) 233-2342, Monday through Friday, between 8:15a.m. and 4:45 p.m.
Please confirm the timely receipt of faxed comments by calling the Rule Development Section at (317) 233-0426.

COMMENT PERIOD DEADLINE
Comments must be postmarked, hand delivered, or faxed by January 23, 2003.

SUMMARY/RESPONSE TO COMMENTS FROM THE SECOND COMMENT PERIOD

The Indiana Department of Environmental Management (IDEM) requested public comment from August 1, 2002, through August 30,
2002, on IDEM’s draft rule language. IDEM received comments from the following parties:

National Steel Corporation (NSC)

Clean Air Action Corporation (CAAC)

Ispat Inland Inc. (I1)

International Steel Group (1SG)

Purdue University (PU)

Barnes and Thornburg for Bethlehem Steel Corporation (BSC)

U.S. Steel (USS)



Indiana Department of Commerce (IDC)

American Electric Power (AEP)

Following is a summary of the comments received and IDEM’ s responses thereto:

Comment: National Steel supports the proposed change in the rule that clarifies that our company is not subject to any portion of 326
IAC 10-4. The company no longer operates any affected units and were not allocated any NO, allowances for the now-retired units. (NSC)

Response: IDEM agrees that a company that does not have any affected units should not be included in the rule.

Comment: Allow non-budget sources that make qualified emission reductions to receive allowances equivalent to those reductions. It
would be a voluntary program and not take place under the opt-in provision. We would like to have IDEM add the following clause to the
allowance trading rule:

“The permitting authority may allocate additional allowances to NO, Budget units that have been generated through NO, emission

reductionsfromindustrial, mobile, and areasource sectorsthat are permanent, enforceabl e, quantifiable, and surplusasdetermined by and approved
by the Administrator and permitting authority.” (CAAC)
Response: IDEM is not prepared to make this change to the rule at this time. In the NO, SIP Call, U.S. EPA indicated that there would be
monitoring i ssuesassoci ated with mobile and area sources and non-budget industrial sourcesthat would require additional eval uation to determine
their suitability for inclusion in the trading program. The suggested language has many policy implications, and is beyond the scope of this
rulemaking.

Comment: The CEM certification for operating budget units affected by these rule changes, should be May 1, 2003 or 180 days after
the effective date of the rule, whichever islater. Another option would be to extend the date until November 1, 2003. (11)(USS)

Response: 326 | AC 10-4-2(10) definestheterm “commence operation”. For aunit that was not subject to the NO, trading programwhen
the unit commenced operation, the definition statesthat the date the unit becomes subject to therule, i.e,, therul€ seffective date, istheunit’ sdate
of commencement of operation. Under 326 |AC 10-4-12(c), the monitoring deadline is based on the date the unit commenced operation and
reguires compliance within one hundred eighty (180) days or ninety (90) days depending on whether the unit is an electricity generating unit.
Therefore, unitsthat are newly regulated under the NO, trading program would have up to one hundred eighty (180) days after the effective date
of the rule to meet the monitoring regquirements.

Comment: Allow companieswith blast furnace gas-fired boilers currently regulated under 326 | AC 10-3 the flexibility to opt-into and
out of the NO, trading program, at their option, under 326 | AC 10-4. There are several suggested changesthat should beincluded to allow for this
flexibility:

« Boilers opting into the trading program must be allocated NO, allowances based on aminimum of seventeen-hundredths (0.17) pound

per million Btu emission rate and the unit specific allocations should be included in 326 IAC 10-4-9(d).

» The monitoring deadline should be extended to November 1, 2003, for units opting into the trading program.

 Therule should include specific procedures for opting into and out of the trading program under 326 |AC 10-4, including notification

reguirements. (1SG)(BSC)(USS)

Response: Companies aready have the ability to opt-into the NO, trading program under 326 IAC 10-4. 326 IAC 10-4-13 provides the
procedures and requirements for opting into the NO, trading program. Thiswas included with U.S. EPA’s origind SIP cdl and the language under this
section describes the methodol ogy and the emission rate that must be used to establish NO, dlowance dlocations for unitsthat are opting into the trading
program. This section also specifies the procedures that the owner or operator of a unit must use to opt into and out of the trading program and NO,
monitoring requirements. IDEM is unaware of any flexibility on the part of U.S. EPA to alow for dternative language or methodologies.

In addition, companies that have affected boilers currently regulated by 326 IAC 10-3 may shift them permanently into the trading
programin 326 |AC 10-4, aslspat Inland isdoing as a part of this rulemaking. They would receive allowances equal to the emission limit in 326
IAC 10-3, that is, .17 Ib./mmBTU.

Comment: IDEM should not allow for any all ocationsin excess of seventeen-hundredths (0.17) pound per million Btu emission ratefor
any units moving from 326 IAC 10-3 to the trading program under 326 IAC 10-4. This could affect the ability of Indianato maintain the NO,
budget and would provide unfair competitive advantage to those receiving allocations based on a higher emission rate. (ISG)(USS)

Response: IDEM agreesthat industrial boilers opting into the NO, trading program from 326 | AC 10-3 should receive all ocations based
on seventeen-hundredths (0.17) pound per million BTU emission rate.

Comment: Amend 326 |AC 10-4-2(18)(D) to add anaerobic digestersto thelist of those digible for EE/RE alowances. Anaerobic digestersare
closed, air-tight systemsthat utilize bacteriato bresk down organic matter using the samebiologica processesasnatura decomposition. A major by-product
of thissystemismethane gas. The combusting of methane gasin engines or turbines connected to e ectric generators reduces greenhouse gas emissonsand
produces energy. (IDC)

Response: IDEM will make the proposed change.

Comment: We recommend that the department expeditiously move this rulemaking through the state rule process without any further
changes and urge U.S. EPA to promptly adopt the changes in this rulemaking into the approved NO, SIP. (AEP)

Response: IDEM will continue the rulemaking expeditiously in accordance with Indiana statutory requirements and will work closely
with U.S. EPA to gain their approval.

Comment: Theallocation level provided in the second notice for Purdue’ s Boilers 1, 2, and 3 which were not originally included in the
current rule, are asource of concern. Purdue believesthat the allocations as currently proposed arelower than would have otherwi se been received
if it had been included in the original rulemaking. Purdue requests that the department examine the historic, current, and projected NO, emission
ratesfrom Purduein relationship to alocations that were madein the rule and devel op an all ocation that is consistent with that devel oped for other
facilities. (PU)

Response: IDEM will continue to work with Purdue University during the rulemaking to evaluate all available optionsin light of the
need for U.S. EPA’s approval.



SUMMARY/RESPONSE TO COMMENTSRECEIVED AT THE FIRST PUBLIC HEARING

On December 4, 2002, the air pollution control board (board) conducted the first public hearing/board meeting concerning the
development of amendmentsto 326 IAC 10-3 and 326 |AC 10-4. Comments were made by the following parties:

U.S. Steel (USS)

Purdue University (PU)
Following is a summary of the comments received and IDEM’ s responses thereto:

Comment: U.S. Stedl supportstherule changesto date and continuesto review itsstuation and whether to moveitsboilersto the budget trading
rule. U.S. Sted will move to thetrading rule if an economic opportunity becomes available prior to fina adoption of the rule. (USS)

Response: If U.S. Steel decides to move its boilers to the trading program the department will work with U.S. Steel on its request.

Comment: Purdue University isastateingtitution and the addition of their boilersto the NO, budget trading rule presentsseriousfiscal challenges
and there are limited optionsto address the Stuation. The university acknowledges that the department has worked to increese the allowances from 199 to
261linthedraft rule, but theuniversity will still haveashortfall of 69 to 88 tons needed by 2009. Purdue University will need an additiona $1,440,000 from
the state during the alocation period of 2004 to 2009 to purchase alowances on the open market to meet the rule requirements. Purdue University suggests
aflexible year-to-year supplementd alocation of credits or other mechanism to enable them to meet their emission needs.

Response: Thedepartment will continueto work with Purdue and will evaluate and obtain U.S. EPA review of any changes Purdue may
propose to the rule prior to final adoption.

326 IAC 10-3-1 326 IAC 10-4-10
326 IAC 10-4-1 326 IAC 10-4-13
326 IAC 10-4-2 326 IAC 10-4-14
326 IAC 10-4-9 326 IAC 10-4-15

SECTION 1. 326 IAC 10-3-1, ASADDED AT 25 IR 14, SECTION 4, ISAMENDED TO READ ASFOLLOWS:

326 IAC 10-3-1 Applicability
Authority: IC 13-14-8; IC 13-17-3-4; IC 13-17-3-11
Affected: I1C 13-15; IC 13-17

Sec. 1. (8) Thisrule appliesto any of the following:
(1) Portland cement kiln with process rates equal to or greater than:

(A) long dry kilns of twelve (12) tons per hour (tph);

(B) long wet kilns of ten (10) tph;

(C) preheater kilns of sixteen (16) tph; or

(D) precalciner and combined preheater and precalciner kilns of twenty-two (22) tph.
(2) Thefollowing affected boilers:

Source Point ID Unit
(A) Bethlehem Steel Corporation 075 Boiler #7
076 Boiler #8
077 Boiler #9
078 Boiler #10
079 Boiler #11
080 Boiler #12
{B) tspat tntend theorporated 280-&28% Boter#211
282-&283 Boter#212
284-&285 Boter#213
330 Boter#56%
330 Botter#502
330 Boter#503
{€) (B) LTV Steel Company 020 Boiler #4
021 Boiler #5
022 Boiler #6
023 Boiler #7
024 Boiler #8
B) (C) U.S. Stedd Company-Gary Works 720 Boiler #1
720 Boiler #2
720 Boiler #3

701 Boiler #1



701 Boiler #2

701 Boiler #3
701 Boiler #5
701 Boiler #6

(3) Any other blast furnace gas fired boiler with a heat input greater than two hundred fifty million (250,000,000)
British thermal units per hour that is not subject to 326 |AC 10-4.

(b) A unit subject to this rule and a New Source Performance Standard (NSPS), a National Emission Standard for
Hazardous Air Pollutants, or an emission limit established under 326 1AC 2 shall comply with thelimitations and requirements
of the more stringent rule. For a unit subject to this rule and 326 IAC 10-1, compliance with the emission limits in section
3(a)(1)(A) of thisrule during the ozone control period shall be deemed to be compliance with the emission limitsin 326 IAC
10-1-4(b)(1) during the ozone control period, and such limits shall supersedethosein 326 |AC 10-1-4(b)(1) during the ozone
control period.

(c) The monitoring, record keeping, and reporting requirements under sections 4 and 5 of thisrule shall not apply to
aunit that opts into the NO, budget trading program under 326 IAC 10-4.

(d) Therequirements of thisrule shall not apply to the specific units subject to thisrule during startup and shutdown
periods and periods of malfunction.

(e) During periodsof blast furnacereline, startup, and period of malfunction, the affected boilers shall not berequired
to meet the requirement to derive fifty percent (50%) of the heat input from blast furnace gas. (Air Pollution Control Board;
326 1AC 10-3-1; filed Aug 17, 2001, 3:45 p.m.: 25 IR 14; errata filed Nov 29, 2001, 12:20 p.m.: 25 IR 1183)

SECTION 2. 326 IAC 10-4-1, ASADDED AT 251R 18, SECTION 5, ISAMENDED TO READ ASFOLLOWS:

326 IAC 10-4-1 Applicability
Authority: IC 13-14-8; IC 13-17-3-4; IC 13-17-3-11
Affected: I1C 13-15; IC 13-17

Sec. 1. (a) Thisrule establishesa NO, emissions budget and NO, trading program for electricity generating unitsand
large affected units as described in thisrule. The following units shall be NO, budget units, and any source that includes one
(1) or more NO, budget units shall be a NO, budget source, and shall be subject to the requirements of thisrule:

(1) An electricity generating unit (EGU) as defined under section 2(16) of thisrule.

(2) A large affected unit as defined in section 2(27) of thisrule.

(b) A unit described under subsection (@) shall not beaNO, budget unit, if the unit hasafederally enforceable permit
that meets the requirements of subdivisions (1) through (3):
(1) The federally enforceable permit includes terms and conditions that restrict the unit to burning only natural gas
or fuel oil during the ozone control period in 2004 or thefirst year of operation for the source and each ozone control
period thereafter.
(2) Thefederdly enforceable permit includesterms and conditions that restrict the unit’ s potential NO, mass emissionsfor
the ozone control period to twenty-five (25) tons or less.
(3) For each ozone control period, the federally enforceable permit must do the following:
(A) Restrict the unit to burning only natural gas or fuel oil during an ozone control period in 2004 or later
and each ozone control period thereafter.
(B) Include one (1) of the following mechanisms for ensuring that the unit’s ozone control period NO,
emissions do not exceed twenty-five (25) tons:
(i) Limit the unit’s total actual control period emissions to twenty-five (25) tons of NO, emissions,
measured by acontinuous emissions monitoring system (CEMS) in accordancewith 40 CFR 75, Subpart
H* and section 12 of thisrule or monitoring approved under 40 CFR 75, Appendix E*.
(ii) Restrict the unit’ s operating hours to the number cal culated by dividing twenty-five (25) tons of
potential NO, mass emissions by the unit’s maximum potential hourly NO, mass emissions, where



the unit’s potential NO, mass emissions shall be calculated as follows:
(AA) Select the default NO, emission rate in 40 CFR 75.19(c), Table LM-2* that would
otherwise be applicable assuming that the unit burns only the type of fuel, for example,
only natural gas or only fuel oil, that has the highest default NO, emission factor of any
type of fuel that the unit is allowed to burn under the fuel use restriction in clause (A).
(BB) Multiply the default NO, emission rate under subitem (AA) by the unit’s maximum
rated hourly heat input. The owner or operator of the unit may petition the department to
use alower valuefor the unit’s maximum rated hourly heat input than the value as defined
under section 2(25) of thisrule. The department may approve the lower valueif the owner
or operator demonstratesthat the maximum hourly heat input specified by the manufacturer
or the highest observed hourly heat input, or both, are not representative, and that the lower
value is representative, of the unit’s current capabilities because modifications have been
made to the unit, limiting its capacity permanently.
(iii) Restrict the unit’ s usage of each fuel that it is authorized to burn such that the unit’s potential
NO, mass emissions will not exceed twenty-five (25) tons per ozone control period, calculated as
follows:
(AA) Identify the default NO, emission ratein 40 CFR 75.19(c), Table LM-2* or an dternative
emission rate determined in accordance with 40 CFR 75.19(c)(1)(iv)* for each type of fuel that
the unit is alowed to burn under the fuel use restriction in clause (A).
(BB) Identify the amount of each type of fuel (in mmBtu) that the unit burned during the
ozone control period.
(CC) For each type of fuel identified in subitem (BB), multiply the default NO, emission
rate under subitem (AA) and the amount (in mmBtu) of the fuels burned by the unit during
the ozone control period.
(DD) Sum the productsin subitem (CC) to verify that the unit’s NO, emissions were equal
to or less than twenty-five (25) tons.
(C) Require that the owner or operator of the unit shall retain records, on site at the source or at a central
location within Indiana for those owner or operators with unattended sources that includes the unit for a
period of five (5) years, demonstrating that the termsand conditions of the permit rel ated to theserestrictions
weremet. Recordsretained at acentral location within Indianashall be availableimmediately at thelocation
and submitted to the department or U.S. EPA within three (3) business days following receipt of awritten
reguest. Nothing in this clause shall alter the record retention requirements for a source under 40 CFR 75*.
(D) Require that the owner or operator of the unit shall report the unit’s hours of operation, treating any
partial hour of operation as a whole hour of operation, or such other parameter as is being used to
demonstrate compliance with the twenty-five (25) ton per ozone control period during each ozone control
period to the department by November 1 of each year for which the unit is subject to the federally
enforceable permit.
The unit shall be subject only to the requirements of this subsection starting with the effective date of the federally
enforceable permit under subdivision (1).
(4) Withinthirty (30) daysafter afinal decision, the department shall notify the U.S. EPA inwriting when aunit under
subsection (a):
(A) isissued afederally enforceable permit under this subsection; or
(B) whose federally enforceable permit issued by the department under this subsection:
(i) isrevised to remove any restriction;
(ii) includes any restriction that is no longer applicable; or
(iii) does not comply with any restriction.
(5) A unit described under this subsection shall be a NO, budget unit, subject to the requirements of thisrule if one
(2) of the following occurs for any ozone control period:
(A) Thefuel userestriction under subdivision (3)(A) or the applicable restriction under subdivision (3)(B)
is removed from the unit’ s federally enforceable permit or otherwise becomes no longer applicable.
(B) The unit does not comply with the fuel use restriction under subdivision (3)(A) or the applicable
restriction under subdivision (3)(B).



Theunit shall betreated ascommencing operation and, for aunit under subsection (a)(1), commencingcommercial operation
on September 30 of the ozone control period for which the fuel use restriction or the applicable restriction is no longer
applicable or during which the unit does not comply with the fuel use restriction or the applicable restriction.
(6) A unit exempt under this subsection shall comply with the restriction in subdivision (3) during the ozone control
period in each year.
(7) The department will allocate NO, allowances to the unit under section 9(d) of thisrule. For each control period
for which the unit is allocated NO, allowances under section 9(d) of thisrule:
(A) the owners and operators of the unit must specify ageneral account, inwhich U.S. EPA will record the
NO, allowances; and
(B) after U.S. EPA records the NO, allowance allocation under section 9(d) of thisrule, the U.S. EPA will
deduct, from the general account in clause (A), NO, allowances that are allocated for the same or a prior
ozone control period asthe NO, allowances allocated under section 9(d) of this rule and that equal the NO,
emission limitation (in tons of NO,) on which the unit’s exemption under this subsection is based. The NO,
authorized account representative shall ensure that the general account contains the NO, allowances
necessary for completion of the deduction.

{e) A untt subjeet to 40 €FR 97* shat be subject to the regtirerments of thisrute on May 1; 2004 AHowancesfor sueh
trit shalt be aHocated th aceordance with section 9 of this rute for the 2004 ozone eontrot pertod and thereafter: AHowaneces
from the comptiance supptement poot shalt be altoecated in acecordanee with section 15 of thisrute and any banked aHowaneces
shalt be avattabte for tise tinder this rute beginthg ih 2004- A tnit subjeet to 40 €FR 97* may petition the eommissioner for
an extension of the eompttance date from May 1; 2004, to adeate no tater than May 31; 2004, and the eommissioner shat grant
the petition f but enty i finat U-S: EPA action; final federat tegistation; or an order from a court of competent turisdicton

detays the eomphianee dete tnder 40 €FR 97 beyond May 1; 2004

*These documents are incorporated by reference. and Copies may be obtained from the Government Printing Office,
732 North Capitol Street NW, Washington, D.C. 20462 20401 or are available for review and copying at the Indiana
Department of Environmental Management, Office of Air Quality, Indiana Government Center-North, Tenth Floor, 200 North
Senate Avenue, Indianapolis, Indiana 46204. (Air Pollution Control Board; 326 IAC 10-4-1; filed Aug 17, 2001, 3:45 p.m.: 251R
18)

SECTION 3. 326 IAC 10-4-2, ASADDED AT 251R 19, SECTION 5, ISAMENDED TO READ ASFOLLOWS:

326 |AC 10-4-2 Definitions
Authority: IC 13-14-8; IC 13-17-3-4; IC 13-17-3-11
Affected: |C 13-11-2; IC 13-15; IC 13-17

Sec. 2. For purposes of thisrule, the definition given for atermin thisrule shall control in any conflict between 326
IAC 1-2 and thisrule. In addition to the definitions provided in IC 13-11-2 and 326 IAC 1-2, the following definitions apply
throughout this rule, unless expressly stated otherwise or unless the context clearly implies otherwise:

(2) “Account certificate of representation” means the completed and signed submission required by section 6 of this

rule for certifying the designation of a NO, authorized account representative for aNO, budget source or a group of

identified NO, budget sources who is authorized to represent the owners and operators of the source or sources and

of the NO, budget units at the source or sources with regard to matters under the NO, budget trading program.

(2) “ Account number” meanstheidentification number given by theU.S. EPA to each NO, allowancetracking system

account.

(3) “Acid rain emissions limitation” means, as defined in 40 CFR 72.2*, alimitation on emissions of sulfur dioxide

or nitrogen oxides under the acid rain program under Title IV of the Clean Air Act (CAA).

(4) “Allocate” or “alocation” means the determination by the department or the U.S. EPA of the number of NO,

allowances to be initially credited to a NO, budget unit or an allocation set-aside.

(5) “Automated data acquisition and handling system” or “DAHS" means that component of the CEMS, or other

emissions monitoring system approved for use under 40 CFR 75, Subpart H*, designed to interpret and convert

individual output signals from pollutant concentration monitors, flow monitors, diluent gas monitors, and other

component parts of the monitoring system to produce a continuous record of the measured parameters in the



measurement units required by 40 CFR 75, Subpart H*.
(6) “Boiler” means an enclosed fossil or other fuel-fired combustion device used to produce heat and to transfer heat
to recirculating water, steam, or other heat transfer medium.
(7) “Combined cycle system” meansasystem comprised of one (1) or more combustion turbines, heat recovery steam
generators, and steam turbines configured to improve overall efficiency of electricity generation or steam production.
(8) “Combustion turbine” means an enclosed fossil or other fuel-fired device that is comprised of a compressor, a
combustor, and a turbine, and in which the flue gas resulting from the combustion of fuel in the combustor passes
through the turbine, rotating the turbine.
(9) “Commence commercial operation” means, with regard to aunit that servesagenerator, to have begun to produce
steam, gas, or other heated medium used to generate electricity for sale or use, including test generation subject to
the following:
(A) Except as provided in section 3 of thisrule, for aunit that isa NO, budget unit under section 1 of this
rule on the date the unit commences commercial operation, the date shall remain the unit’s date of
commencement of commercial operation even if the unit is subsequently modified, reconstructed, or
repowered.
(B) Except as provided in section 3 or 13 of thisrule, for aunit that is not a NO, budget unit under section
1 of thisrule on the date the unit commences commercial operation, the date the unit becomesaNO, budget
unit under section 1 of this rule shall be the unit’s date of commencement of commercial operation.
(10) “Commence operation” means to have begun any mechanical, chemical, or electronic process, including, with
regard to a unit, startup of a unit’s combustion chamber subject to the following:
(A) Except as provided in section 3 of thisrule, for a unit that isa NO, budget unit under section 1 of this
rule on the date of commencement of operation, the date shall remain the unit’s date of commencement of
operation even if the unit is subsequently modified, reconstructed, or repowered.
(B) Except as provided in section 3 or 13 of thisrule, for aunit that is not a NO, budget unit under section
1 of thisrule on the date of commencement of operation, the date the unit becomes a NO, budget unit under
section 1 of this rule shall be the unit’s date of commencement of operation.
(11) “Common stack” means a single flue through which emissions from two (2) or more units are exhausted.
(12) “Compliance account” means aNO, allowance tracking system account, established by the U.S. EPA for aNO,
budget unit under section 10 of this rule, in which the NO, allowance allocations for the unit areinitially recorded
and in which are held NO, allowances available for use by the unit for an ozone control period for the purpose of
meeting the unit’s NO, budget emissions limitation.
(13) “Compliance certification” means a submission to the department or the U.S. EPA, as appropriate, that is
required under section 8 of this rule to report a NO, budget source’s or a NO, budget unit’'s compliance or
noncompliance with this rule and that is signed by the NO, authorized account representative in accordance with
section 6 of thisrule.
(14) “ Continuous emission monitoring system” or “CEM S’ meansthe equipment required under 40 CFR 75, Subpart
H* to sample, analyze, measure, and provide, by readings taken at least once every fifteen (15) minutes of the
measured parameters, a permanent record of nitrogen oxides emissions, expressed in tons per hour for NO,. The
following systems are component parts included, consistent with 40 CFR 75*, in a continuous emission monitoring
system:
(A) Flow monitor.
(B) Nitrogen oxides pollutant concentration monitors.
(C) Diluent gas monitor, oxygen or carbon dioxide, when the monitoring is required by 40 CFR 75, Subpart
H*.
(D) A continuous moisture monitor when the monitoring is required by 40 CFR 75, Subpart H*.
(E) An automated data acquisition and handling system.
(15) “Electricity for sale under firm contract to the grid” means electricity for sale where the capacity involved is
intended to be available at al times during the period covered by a guaranteed commitment to deliver, even under
adverse conditions.
(16) “Electricity generating unit” or “EGU” means the following:
(A) For units that commenced operation before January 1, 1997, a unit serving a generator during 1995 or
1996 that had anameplate capacity greater than twenty-five (25) megawatts and produced electricity for sale



under afirm contract to the electric grid.
(B) For units that commenced operation on or after January 1, 1997, and before January 1, 1999, a unit
serving a generator during 1997 or 1998 that had a nameplate capacity greater than twenty-five (25)
megawatts and produced electricity for sale under afirm contract to the electric grid.
(C) For units that commenced operation on or after January 1, 1999, a unit serving a generator at any time
that has a nameplate capacity greater than twenty-five (25) megawatts and produces electricity for sale.
(17) “Emissions’, for the purpose of this rule, means nitrogen oxides exhausted from a unit or source into the
atmosphere, as measured, recorded, and reported to the U.S. EPA by the NO, authorized account representative and
as determined by the U.S. EPA in accordance with 40 CFR 75, Subpart H*.
(18) “Energy efficiency or renewable energy projects’ means any of the following implemented in Indiana:
(A) End-use energy efficiency projects, including demand-side management programs.
(B) Highly efficient electricity generation for the predominant use of a single end user, such as combined
cycle, combined heat and power, microturbines, and fuel cell systems. In order to be considered as highly
efficient electricity generation under this clause, combined cycle, combined heat and power, microturbines,
and fuel cell generating systems must meet or exceed the following thresholds:
(i) For combined heat and power projects generating both electricity and thermal energy for space,
water, or industrial process heat, rated energy efficiency of sixty percent (60%).
(i) For microturbine projects rated at or below five hundred (500) kilowatts generating capacity,
rated energy efficiency of forty percent (40%).
(iii) For combined cycle projects rated at greater than five hundred (500) kilowatts, rated energy
efficiency of fifty percent (50%).
(iv) For fuel cell systems, rated energy efficiency of forty percent (40%), whether or not thefuel cell
system is part of a combined heat and power energy system.
(C) Zero-emission renewable energy projects, including wind, photovoltaic, and hydropower projects.
Eligible hydropower projects are restricted to systems employing a head of ten (10) feet or less or systems
employing ahead greater than ten (10) feet that make use of adam that existed prior to the effective date of
thisrule.
(D) Energy efficiency projects generating electricity through the capture of methane gas from sanitary
municipal solid wastelandfills, water treatment plants, 6f sewage treatment plants, or anaer obic digestion
systems operating on animal or plant wastes.
(E) The installation of highly efficient electricity generation equipment for the sale of power where such
equipment replaces or displaces retired electrical generating units. In order to be considered as highly
efficient under this clause, generation equipment must meet or exceed the following energy efficiency
thresholds:
(i) For coal-fired electrical generation units, rated energy efficiency of forty-two percent (42%).
(i) For natural gas-fired electrical generating units, rated energy efficiency of fifty percent (50%).
(F) Improvements to existing fossil fuel fired electrical generation units that increase the efficiency of the
unit and decrease the heat rate used to generate electricity.
Energy efficiency or renewable energy projects do not include nuclear power projects. This definition is solely for the
purposes of implementing this rule and does not apply in other contexts.
(19) “Energy Information Administration” means the Energy Information Administration of the United States
Department of Energy.
(20) “Excessemissions’ means any tonnage of NO, emitted by aNO, budget unit during an ozone control period that
exceeds the NO, budget emissions limitation for the unit.
(21) “Fossil fuel” means any of the following:
(A) Natura gas.
(B) Petroleum.
(C) Coal.
(D) Any form of solid, liquid, or gaseous fuel derived from the above material.
(22) “Fossil fuel-fired” means, with regard to a unit, the combustion of fossil fuel, alone or in combination with any
other fuel, under any of the following scenarios:
(A) Fossil fuel actually combusted comprises more than fifty percent (50%) of the annual heat input on a



British thermal unit (Btu) basis during any year starting in 1995. If aunit had no heat input starting in 1995,
during the last year of operation of the unit prior to 1995.
(B) Fossil fuel is projected to comprise more than fifty percent (50%) of the annual heat input on aBtu basis
during any year, provided that the unit shall be fossil fuel-fired as of the date, during the year, that the unit
begins combusting fossil fuel.
(23) “General account” means a NO, allowance tracking system account, established under section 10 of thisrule,
that is not a compliance account or an overdraft account.
(24) “ Generator” means a device that produces el ectricity.
(25) “Heat input” meansthe product, in million Britishthermal unitsper unit of time (mmBtu/time), of thefollowing:
(A) The gross calorific value of the fuel, in British thermal units per pound (Btu/Ib).
(B) The fuel feed rate into a combustion device, in mass of fuel per unit of time (Ib/time), as measured,
recorded, and reported to the U.S. EPA by the NO, authorized account representative and as determined by
the U.S. EPA in accordance with 40 CFR 75, Subpart H*.
Heat input does not include the heat derived from preheated combustion air, recirculated flue gases, or exhaust from
other sources.
(26) “Heat input rate” means the amount of heat input (in mmBtu) divided by unit operating time (in hours) or, with
regard to aspecific fuel, the amount of heat input attributed to the fuel (in mmBtu) divided by the unit operating time
(in hours) during which the unit combusts the fuel.
(27) “Large affected unit” means the following:
(A) For unitsthat commenced operation before January 1, 1997, aunit that has amaximum design heat input
greater than two hundred fifty million (250,000,000) Btus per hour and that did not serve during 1995 or
1996 a generator producing electricity for sale under a firm contract to the electric grid.
(B) For unitsthat commenced operation on or after January 1, 1997, and before January 1, 1999, aunit that
has a maximum design heat input greater than two hundred fifty million (250,000,000) Btus per hour and
that did not serve during 1997 or 1998 a generator producing el ectricity for sale under afirm contract to the
electric grid.
(C) For unitsthat commence operation on or after January 1, 1999, aunit with amaximum design heat input
greater than two hundred fifty million (250,000,000) Btus per hour that:
(i) at no time serves a generator producing electricity for sale; or
(ii) at any time serves a generator producing electricity for sale, if any such generator has a
namepl ate capacity of twenty-five (25) megawatts or less and has the potential to use no more than
fifty percent (50%) of the potential electrical output capacity of the unit.
Large affected unit does not include a unit subject to 326 IAC 10-3.
(28) “Life-of-the-unit, firm power contractual arrangement” meansaunit participation power sales agreement under
whichautility or industrial customer reserves, or isentitled to receive, aspecified amount or percentage of nameplate
capacity and associated energy from any specified unit and pays its proportional amount of the unit’s total costs,
pursuant to a contract:
(A) for the life of the unit;
(B) for acumulativeterm of no lessthan thirty (30) years, including contractsthat permit an election for early
termination; or
(C) for aperiod equa to or greater than twenty-five (25) years or seventy percent (70%) of the economic
useful life of the unit determined as of the time the unit is built, with option rights to purchase or release
some portion of the namepl ate capacity and associated energy generated by the unit at the end of the period.
(29) “Maximum design heat input” means the ability of aunit to combust a stated maximum amount of fuel per hour
on a steady state basis, as determined by the physical design and physical characteristics of the unit.
(30) “Maximum potential hourly heat input” meansan hourly heat input used for reporting purposeswhen aunit lacks
certified monitors to report heat input. The unit may use either of the following:
(A) 40 CFR 75, Appendix D* toreport heat input. Cal cul ate thisvaluein accordance with 40 CFR 75*, using
the maximum fuel flow rate and the maximum gross calorific value.
(B) A flow monitor and a diluent gas monitor. Report this value in accordance with 40 CFR 75*, using the
maximum potential flow rate and either of the following:
(i) The maximum carbon dioxide (CO,) concentration, in percent of CO,,.



(if) The minimum oxygen (O,) concentration, in percent of O,.
(31) “Maximum potential NO, emission rate” means.
(A) the emission rate of nitrogen oxides, in pounds per million British thermal units (Ib/mmBtu);
(B) calculated in accordance with 40 CFR 75, Appendix F, Section 3*;
(C) using the maximum potential nitrogen oxides concentration as defined in 40 CFR 75, Appendix A,
Section 2*; and
(D) either the:
(i) maximum oxygen (O,) concentration in percent of O,; or
(if) minimum carbon dioxide (CO,) concentration in percent of CO,;
under all operating conditions of the unit except for unit start up, shutdown, and upsets.
(32) “Maximum rated hourly heat input” means aunit-specific maximum hourly heat input, in million British thermal
units (mmBtu), that is the higher of either the manufacturer’s maximum rated hourly heat input or the highest
observed hourly heat input.
(33) “Monitoring system” means any monitoring system that meets the requirements of 40 CFR 75, Subpart H*,
including the following:
(A) A continuous emissions monitoring system.
(B) An excepted monitoring system under 40 CFR 75.19* or 40 CFR 75, Appendix D or E*.
(C) An dternative monitoring system.
(34) “Most stringent state or federal NO, emissionslimitation” means, with regard to aNO, budget opt-in source, the
lowest NO, emissions limitation, in terms of pounds per million British thermal units (Ib/mmBtu), that is applicable
to the unit under state or federal law, regardiess of the averaging period to which the emissions limitation applies.
(35) “Nameplate capacity” means the maximum electrical generating output, in megawatt electrical (MWe), that a
generator can sustain over a specified period of timewhen not restricted by seasonal or other deratings as measured
in accordance with the United States Department of Energy standards.
(36) “Nontitle V permit” means afederally enforceable permit issued by the department under 326 IAC 2-8.
(37) “NO, alowance” means an authorization by the department or the U.S. EPA under the nitrogen oxides (NO,)
budget trading program to emit up to one (1) ton of NO, during the ozone control period of the specified year or of
any year thereafter, except as provided in section 14(b) of thisrule. “NO, allowance” also includes an authorization
to emit up to one (1) ton of nitrogen oxides during the ozone control period of the specified year or of any year
thereafter by the U.S. EPA under 40 CFR 97* or by a permitting authority in accordance with a state NO, budget
trading program established pursuant to 40 CFR 51.121* and approved and administered by the U.S. EPA.
(38) “NO, allowance deduction” or “deduct NO, allowances’ means the permanent withdrawal of NO, allowances
by the U.S. EPA from aNO, allowance tracking system compliance account or overdraft account to account for the
number of tonsof NO, emissionsfrom aNO, budget unit for an ozone control period, determined in accordance with
40 CFR 75, Subpart H* and section 12 of thisrule, or for any other allowance surrender obligation under thisrule.
(39) “NO, allowancetracking system” meansthe system by which the U.S. EPA recordsallocations, deductions, and
transfers of NO, allowances under the NO, budget trading program.
(40) “NO, allowance tracking system account” means an account in the NO, allowance tracking system established
by the U.S. EPA for purposes of recording the alocation, holding, transferring, or deducting of NO, allowances.
(41) “NO, alowance transfer deadline” means midnight of November 30 or, if November 30 is not a business day,
midnight of the first business day thereafter and is the deadline by which NO, allowances may be submitted for
recordation in a NO, budget unit’s compliance account, or the overdraft account of the source where the unit is
located, in order to meet the unit's NO, budget emissions limitation for the ozone control period immediately
preceding the deadline.
(42) “NO, alowances held” or “hold NO, allowances’ means the NO, allowances recorded by the U.S. EPA, or
submitted to the U.S. EPA for recordation, in accordance with sections 10 and 11 of thisrule, in a NO, alowance
tracking system account.
(43) “NO, authorized account representative” means either of the following:
(A) For aNO, budget source or NO, budget unit at the source, the natural person who is authorized by the
owners and operators of the source and all NO, budget units at the source, in accordance with section 6 of
this rule, to represent and legally bind each owner and operator in matters pertaining to the NO, budget
trading program.



(B) For ageneral account, the natural person who is authorized, in accordance with section 10 of thisrule,
to transfer or otherwise dispose of NO, allowances held in the general account.
(44) “NO, budget emissionslimitation” means, for aNO, budget unit, the tonnage equivalent of the NO, allowances
available for compliance deduction for the unit and for an ozone control period under sections 10(i) and 10(K) of this
rule, adjusted by any deductions of the NO, allowances for any of the following reasons:
(A) To account for excess emissions for a prior ozone control period under section 10(k)(5) of thisrule.
(B) To account for withdrawal from the NO, budget trading program.
(C) For achange in regulatory status, for aNO, budget opt-in source under section 13(g) through 13(i) of
thisrule.
(45) “NO, budget opt-in permit” means a NO, budget permit covering a NO, budget opt-in source.
(46) “NO, budget opt-in source” means a source that includes one (1) or more NO, budget units:
(A) that has elected to become a NO, budget source under the NO, budget trading program; and
(B) whose NO, budget opt-in permit has been issued and is in effect under section 13 of thisrule.
(47) “NO, budget permit” means the legally binding and federally enforceable written document, or portion of the
document:
(A) issued by the department under this rule, including any permit revisions; and
(B) specifying the NO, budget trading program requirements applicable to the following:
(i) A NO, budget source.
(if) Each NO, budget unit at the NO, budget source.
(iii) The owners and operators and the NO, authorized account representative of the NO, budget
source and each NO, budget unit.
(48) “NO, budget source” means a source that includes one (1) or more NO, budget units.
(49) “NO, budget trading program” means a multistate nitrogen oxides air pollution control and emission reduction
program established in accordance with thisrule, 40 CFR 97*, and a state NO, budget trading program established
pursuant to 40 CFR 51.121* and approved and administered by the U.S. EPA, as ameans of mitigating the interstate
transport of ozone and nitrogen oxides, an 0zone precursor.
(50) “NO, budget unit” means a unit that is subject to the NO, budget trading program emissions limitation under
section 1(a) or 13(a) of thisrule.
(51) “Operating” means, with regard to a unit under sections 7(c)(4)(B) and 13(a) of this rule, having documented
heat input for more than eight hundred seventy-six (876) hours in the six (6) months immediately preceding the
submission of an application for an initial NO, budget permit under section 13(d) of thisrule.
(52) “Operator” means any person who operates, controls, or supervises a NO, budget unit, aNO, budget source, or
aunit for which an application for aNO, budget opt-in permit under section 13(d) of this rule is submitted and not
denied or withdrawn and shall include, but not be limited to, any holding company, utility system, or plant manager
of aunit or source.
(53) “Opt-in" means to elect to become a NO, budget unit under the NO, budget trading program through afinal,
effective NO, budget opt-in permit under section 13 of thisrule.
(54) “Overdraft account” means the NO, allowance tracking system account, established by the U.S. EPA under
section 10 of thisrule, for each NO, budget source where there are two (2) or more NO, budget units.
(55) “Owner” means any of the following persons:
(A) Any holder of any portion of the legal or equitable title in a NO, budget unit or in a unit for which an
application for aNO, budget opt-in permit under section 13(d) of this rule is submitted and not denied or
withdrawn.
(B) Any holder of aleasehold interest in a NO, budget unit or in aunit for which an application for aNO,
budget opt-in permit under section 13(d) of this ruleis submitted and not denied or withdrawn.
(C) Any purchaser of power fromaNQO, budget unit or from aunit for which an application for aNO, budget
opt-in permit under section 13(d) of thisruleis submitted and not denied or withdrawn under alife-of-the-
unit, firm power contractual arrangement. However, unless expressly provided for in aleasehold agreement,
owner shall not include a passive lessor, or aperson who has an equitableinterest through the lessor, whose
rental paymentsare not based, either directly or indirectly, upon the revenues or income fromthe NO, budget
unit or the unit for which an application for a NO, budget opt-in permit under section 13(d) of thisruleis
submitted and not denied or withdrawn.



Where;

(D) With respect to any general account, any person who has an ownership interest with respect to the NO,
allowances held in the general account and who is subject to the binding agreement for the NO, authorized
account representative to represent that person’s ownership interest with respect to NO, allowances.
(56) “Ozone control period” means the period as follows:
(A) For 2004, the feHowing:
) For units net sabjeet to 40 €FR 97 beginning May 31 and ending on September 30, inclusive.
i) For tnits subject to 40 €FR 97*; beginning May 1 and ending on September 36; inctistve:
(B) For 2005 and each year thereafter, beginning May 1 of ayear and ending on September 30 of the same
year, inclusive.
(57) “Percent monitor data availability” means, for purposes of sections 13(€)(2) and 15(b)(1)(D) of thisrule, total
unit operating hours for which quality-assured data were recorded under 40 CFR 75, Subpart H* and section 12 of
thisrule in a control period, divided by the total number of unit operating hours per control period, and multiplied
by one hundred percent (100%).
(58) “Potential electrical output capacity” means thirty-three percent (33%) of aunit’s maximum design heat input.
(59) “Rated energy efficiency” means the percentage of gross energy input that is recovered as useable net energy
output in the form of electricity or thermal energy, or both, that is used for heating, cooling, industrial processes, or
other beneficial uses as follows:
(A) For electric generators, rated energy efficiency is calculated as one (1) net kilowatt hour (three thousand
four hundred twelve (3,412) British thermal units) of electricity divided by the unit’ s design heat rate using
the higher heating value of the fuel.
(B) For combined heat and power projects, rated energy efficiency iscal culated using the following formula:

Eff% = (NEO + UTO)/GEI

Eff% = Rated energy efficiency.

NEO = Net electrical output of the system converted to British thermal units per unit of
time.

uToO = Utilized thermal output or the energy value in British thermal units of thermal

energy from the system that is used for heating, cooling, industrial processes, or
other beneficial uses, per unit of time.

GEl = Gross energy input, based upon the higher heating value of fuel, per unit of time.
(60) “Receive’ or “receipt of” means, when referring to the department or the U.S. EPA, to come into possession of
a document, information, or correspondence, whether sent in writing or by authorized electronic transmission, as
indicated in an official correspondencelog, or by a notation made on the document, information, or correspondence,
by the department or the U.S. EPA in the regular course of business.
(61) “Recordation”, “record”, or “recorded” means, with regard to NO, allowances, the movement of NO, allowances
by the U.S. EPA fromone (1) NO, allowance tracking system account to another, for purposes of allocation, transfer,
or deduction.
(62) “Reference method” means any direct test method of sampling and analyzing for an air pollutant as specified in
40 CFR 60, Appendix A*.
(63) “ Repowered natural gas-fired generating unit”, for the purposes of thisrule, means an electricity generating unit
that isfueled by natural gasand provides steam to ageneration turbine that was previously served by a coal-fired unit
that was retired in 2000 or |ater.
(64) “ Serial number” means, when referring to NO, allowances, the unique identification number assigned to each
NO, allowance by the U.S. EPA, under section 10(e) through 10(g) of thisrule.
(65) “ Source” meansany governmental, institutional, commercial, orindustrial structure, installation, plant, building,
or facility that emits or has the potential to emit any regulated air pollutant under the CAA. For purposes of Section
502(c) of the CAA, a source, including a source with multiple units, shall be considered a single facility.
(66) “Submit” or “serve” means to send or transmit a document, information, or correspondence to the person
specified in accordance with the applicable regul ation:

(A) in person;
(B) by United States Postal Service; or



(C) by other means of dispatch or transmission and delivery.
Compliance with any submission, service, or mailing deadline shall be determined by the date of dispatch,
transmission, or mailing and not the date of receipt.
(67) “Title V operating permit” means a permit issued under 326 IAC 2-7.
(68) “Title V operating permit regulations’” means the rules under 326 IAC 2-7.
(69) “Ton” or “tonnage” means any short ton, two thousand (2,000) pounds. For the purpose of determining
compliancewith the NO, budget emissionslimitation, total tonsfor an ozone control period shall be calculated asthe
sum of all recorded hourly emissions, or the tonnage equivalent of the recorded hourly emissionsrates, in accordance
with 40 CFR 75, Subpart H*, with any remaining fraction of aton equal to or greater than fifty-hundredths (0.50) ton
deemed to equal one (1) ton and any fraction of aton less than fifty-hundredths (0.50) ton deemed to equal zero (0)
tons.
(70) “Trading program budget” means the total humber of NO, tons apportioned to al NO, budget units, in
accordance with the NO, budget trading program, for use in a given ozone control period.
(71) “Unit” means afossil fuel-fired:

(A) stationary bailer;

(B) combustion turbine; or

(C) combined cycle system.
(72) “Unit operating day” means a calendar day in which a unit combusts any fuel.
(73) “Unit operating hour” or “hour of unit operation” means any hour, or fraction of an hour, during which a unit
combusts any fuel.
(74) “United States Environmental Protection Agency” or “U.S. EPA” means the administrator of the U.S. EPA or
the administrator’ s duly authorized representative. The department authorizes the U.S. EPA to assist the department
in implementing this rule by carrying out the functions set forth for the U.S. EPA in thisrule.
(75) “ Utilization” meansthe heat input, expressed in million British thermal units per unit of time, for aunit. Theunit’ stotal
heat input for the ozone control period in each year shall be determined in accordance with 40 CFR 75* if the NO, budget
unit was otherwise subject to the requirements of 40 CFR 75* for the year, or shall be based on the best available data
reported to the U.S. EPA for the unit if the unit was not otherwise subject to the requirements of 40 CFR 75* for the yesr.

*These documents are incorporated by reference. and Copies may be obtained from the Government Printing Office,
732 North Capitol Avenue NW, Washington, D.C. 20462 20401 or are available for review and copying at the Indiana
Department of Environmental Management, Office of Air Quality, IndianaGovernment Center-North, Tenth Floor, 100 North
Senate Avenue, Indianapolis, Indiana 46204. (Air Pollution Control Board; 326 IAC 10-4-2; filed Aug 17, 2001, 3:45 p.m.
251R19; errata filed Nov 29, 2001, 12:20 p.m.: 25 R 1183)

SECTION 4. 326 IAC 10-4-9, ASADDED AT 251R 32, SECTION 5, ISAMENDED TO READ ASFOLLOWS:

326 IAC 10-4-9 NO, allowance allocations
Authority: IC 13-14-8; IC 13-17-3-4; IC 13-17-3-11
Affected: I1C 13-15; IC 13-17

Sec. 9. (a) Thetrading program budget allocated by the department under subsections (d) through (f) for each ozone
control period shall equal the total number of tons of NO, emissions apportioned to the NO, budget units under section 1 of
this rule for the ozone control period, as determined by the procedures in this section. The total number of tons of NO,
emissions that are available for each ozone control period for allocation as NO, allowances under this rule are fifty-three
thedsand rire hanrdred sty (53;960) fifty-four thousand nine hundred eighteen (54,918) tons apportioned as follows:

(1) For existing units:

(A) forty-three thousand six hundred fifty-four (43,654) tonsfor el ectricity generating unitsin 2004 through
2009 and forty-five thousand thirty-three (45,033) tons thereafter; and

(B) six thotsand erght hundred forty-nine {6,849 seven thousand seven hundred seventy-eight (7,778)
tonsfor large affected units;

lessthe sum of the NO, limitations (in tons) for each unit under section 1(b) of thisrulethat isnot allocated any NO,

allowances under subsection (d) for the ozone control period and whose NO, emission limitation (in tonsof NO,) is

not included in the amount calculated under subsection (e) for the control period.



(2) For new unit alocation set-asides:
(A) twothousand two hundred ninety-eight (2,298) tonsfor el ectricity generating unitsin 2004 through 2009,
and nine hundred nineteen (919) tons thereafter; and
(B) etghity {86} ninety (90) tons for large affected unitsin 2004 and each year thereafter.
(3) For the energy efficiency and renewable energy allocation set-aside, enre theusand seventy-tifie (1,679 one
thousand ninety-eight (1,098) tons.

(b) The department shall allocate NO, allowances to NO, budget units according to the following schedule:
(1) For EGUs, athree (3) year alocation that is recorded three (3) yearsin advance of the ozone control period that
the allowances may be used as follows:
(A) Within thirty (30) days of the effective date of thisrule, the department shall submit to the U.S. EPA the
NO, alowance alocations, in accordance with subsection (c), for the ozone control periodsin 2004, 2005,
and 2006.
(B) By December 31, 2003, the department shall submit to the U.S. EPA the NO, allowance alocations, in
accordance with subsection (c), for the ozone control period in 2007, 2008, and 20009.
(C) By December 31, 2006, the department shall submit to the U.S. EPA the NO, allowance alocations, in
accordance with subsection (c), for the ozone control period in 2010, 2011, and 2012.
(D) By December 31, 2009, and by December 31 every three (3) yearsthereafter, the department shall submit
to the U.S. EPA, the NO, allowance alocations, in accordance with subsection (c), for the ozone control
periods four (4) years, five (5) years, and six (6) years after the year of the allowance allocation.
(2) For large affected units, within thirty (30) days of the effective date of this rule, the department shall submit to
the U.S. EPA the NO, allowances for the ozone control periodsin 2004 through 2009. By December 31, 2006, the
department shall review the allocationsin light of emission trends, new units, and other relevant factorsto determine
whether revisions are appropriate.
(3) If the department failsto submit to the U.S. EPA the NO, allowance allocations in accordance with thisrule, the
U.S. EPA will alocate, for the applicable ozone control period, the same number of NO, allowancesaswereallocated
for the preceding ozone control period.
(4) The department shall make available for review to the public the NO, allowance alocations under subdivision
(1)(B), (1)(C), and (1)(D) on December 31 of each year cited in subdivision (1)(B), (1)(C), and (1)(D) and shall
provide athirty (30) day opportunity for submission of objectionsto the NO, allowance all ocations. Objections shall
belimited to addressingwhether the NO, allowanceall ocationsarein accordancewith thissection. Based on any such
objections, the department shall consider any objections and input from affected sources and, if appropriate, adjust
each determination to the extent necessary to ensure that it is in accordance with this section. Any revised NO,
allowance allocations shall be submitted to the U.S. EPA for recordation by the following April 1.

(c) Theheat input, in million British thermal units (mmBtu), used for calculating NO, allowance allocationsfor each
NO, budget unit under section 1 of thisrule shall be:
(1) For aNO, alowance alocation under subsection (b)(1)(A), the average of the two (2) highest amounts of the
unit’s heat input for the ozone control periodsin 1995 through 1999.
(2) For aNO, alowance allocation under subsection (b)(1)(B) through (b)(1)(D), the unit’s average of the two (2)
highest heat inputs for the ozone control period in the yearsthat are one (1), two (2), three (3), four (4), and five (5)
years before the year when the NO, allocation is being calculated. For the purpose of this subdivision, the ozone
control period for the year 2004 shall be from May 1 through September 30.
(3) If aNO, budget unit does not have afull five (5) years of ozone control period heat inputs, the following shall
apply:
(A) For aNO, budget unit with ozone control period heat inputs for more than two (2) years, the average of
the two (2) highest ozone control period heat inputs.
(B) For aNO, budget unit with two (2) years of ozone control period heat input, the average of the ozone
control period heat input for the two (2) years.
(C) For aNO, budget unit with one (1) year of ozone control period heat input, the actual ozone control
period heat input for that year.
(4) For aNO, allowance allocation under subsection (b)(1)(B), (b)(1)(C), and (b)(1)(D) for a unit exempt under



section 1(b) of thisrule, the heat input shall betreated as zero (0) if the unit was exempt during the previousallocation
period.
The unit’ stotal heat input for the ozone control period in each year shdl be determined in accordance with 40 CFR 75* if the NO,
budget unit was otherwise subject to the requirements of 40 CFR 75* for theyear, or shal be based on the best avail abledatareported
to the department for the unit if the unit was not otherwise subject to the requirements of 40 CFR 75* for the year. The owner or
operator of aNO, budget unit shall submit heat input data within thirty (30) daysif requested by the department.

(d) For each ozone control period under subsection (b), the department shall allocateto all NO, budget unitsthat have
been in operation for at least one (1) year prior to the year in which allocations are made, and for new NO, budget units that
have commenced operation on or after May 1, 2000 and that have not submitted notification in accordance with subsection
(i), a total number of NO, alowances equal to the amount under subsection (a)(1), in accordance with the following
procedures:

(1) The department shall alocate NO, allowances to each electricity generating unit in an amount equaling fifteen-
hundredths (0.15) pound per million British thermal units {8-35 HefmmBtty or the allowable emission rate as of the
date that the unit becomes affected by this rule, whichever is more stringent, except that a coal-fired electrical
generation unit with arated energy efficiency of forty percent (40%) or higher, arepowered natural gas-fired el ectrical
generating unit with a rated energy efficiency of forty-five percent (45%) or higher, a natural gas-fired electrical
generating unit, that is not repowered, with arated energy efficiency of fifty percent (50%) or higher, or acombined
heat and power unit with an overall rated energy efficiency of sixty percent (60%) or higher shall be allocated
allowances based on fifteen-hundredths (0.15) Ib/mmBtu notwithstanding the all owabl e emission rate, multiplied by
the heat input determined under subsection (c) and divided by two thousand (2,000) pounds per ton, rounded to
the nearest whole NO, allowance, as appropriate.

(2) If theinitial total number of NO, allowancesallocated to all el ectricity generating unitsfor an ozone control period

under subdivision (1) does not equal the amount under subsection (a)(1), the department shall adjust the total number

of NO, allowancesallocated to all NO, budget unitsfor the ozone control period under subdivision (1) so that thetotal
number of NO, allowances allocated equals the amount under subsection (a)(1). This adjustment shall be made by:
(A) multiplying each unit’s allocation by the amount under subsection (a)(1); and
(B) dividing by the total number of NO, allowances alocated under subdivision (1), and rounding to the
nearest whole NO, allowance, as appropriate.
(3) The department shall allocate NO, allowances to each large affected unit in an amount equaling the following:

Source Unit Allowances
(A) Alcoa 1 1,089
2 1,057
3 1,026
(B) American Electric Auxiliary Boiler 1 2
Power—Rockport
Auxiliary Boiler 2 1
(C) BP Amoco—Boiler House 1 1 21
2 21
3 21
4 21
5 22
(D) BP Amoco—Boiler House 3 1 252
2 252
3 252
4 252
5 252
(E) Citizens Thermal Energy 11 120
12 138
13 85
14 75
15 54
16 69

(F) Ispat Inland 211 110



212 110

213 109
401 255
402 255
403 257
404 257
405 344
501 137
502 137
503 137
{6) Netionat Steet 1 <]
H) (G) New Energy 003 238
5 (H) Portside Energy Auxiliary Boiler 1 50
Auxiliary Boiler 2 5
Combustion Turbine 34
3 (1) Purdue University 1 90
2 91
3 8
5 72

For units having an emission limitation only in tons on an annual basis, the allowable emission ratein pounds per million Btu
(Ib/mmBtu) shall be determined by dividing the emission limitation by eight thousand seven hundred sixty (8,760) hours,
multiplying by two thousand (2,000) pounds, and dividing the result by the unit’s permitted heat input rate. For units having
an emission limitation only in parts per million (ppm), the conversion factors under 326 IAC 3-4-3 shall be used.

(e) For new NO, budget units that commenced operation, or are projected to commence operation, on or after May
1, 2000, or for projects that reduce NO, emissions through the implementation of energy efficiency or renewable energy
measures, or both, implemented during an ozone control period beginning May 1, 2004, the department shall allocate NO,
allowances in accordance with the following procedures:
(1) The department shall establish allocation set-asides for new NO, budget units and for energy efficiency and
renewable energy projects for each ozone control period as follows:
(A) The new unit allocation set-asides shall be allocated NO, allowances equal to the following:
(i) For EGUs, two thousand two hundred ninety-eight (2,298) tons (five percent (5%) of EGU
budget) for each ozone control period in 2004 through 2009, and nine hundred nineteen (919) tons
(two percent (2%) of the EGU budget) for each ozone control period thereafter.
(i) For large affected units, eighty {86 ninety (90) tons (one percent (1%) of the large affected unit
budget) in 2004 and each year thereafter.
(B) Theenergy efficiency and renewable energy all ocation set-aside shall be allocated NO, allowances equal
to ene thetsand sevenrty-nine {1,679 one thousand ninety-eight (1,098) tons (two percent (2%) of overall
trading budget).
(2) The NO, authorized account representative of a new NO, budget unit or a general account may submit to the
department a request, in writing or in aformat specified by the department, for NO, allowances as follows:
(A) For anew NO, budget unit, for one (1) ozone control period under subsection (b), during which the NO,
budget unit commenced, or isprojected to commence, operation. The NO, authorized account representative
shall reapply each year until the NO, budget unitiseligibleto use NO, allowancesallocated under subsection
d).
EB)) For energy efficiency or renewable energy projects, project sponsors may request the reservation of NO,
allowances, for one (1) control period in which the project is implemented. The NO, authorized account
representative may reapply each year, not to exceed five (5) ozone control periods. Requestsfor allowances
may be made only for projects implemented within two (2) years of the beginning of the first ozone control
period for which allowances are requested. Projects must equal at least one (1) ton of NO, emissions and
multiple projects may be aggregated into one (1) allowance allocation request to equal one (1) or more tons
of NO, emissions.
The NO, allowance allocation request must be submitted by September 1 of the calendar year that is one (1) year in
advance of thefirst ozone control period for which the NO, allowanceallocation isrequested and for new NO, budget



Where;

units, after the date on which the department issues a permit to construct the NO, budget unit and final approval is
granted from the Indiana utility regulatory commission.
(3) In aNO, allowance allocation request under this subsection, the NO, authorized account representative may
request for an ozone control period, NO, allowances in an amount that does not exceed the following:
(A) For an electricity generating unit, multiplying the following:
(i) Fifteen-hundredths (0.15) pound per million British thermal unitsor the allowable emission rate
as of the date that the unit becomes affected by thisrule, whichever is more stringent except that a
coal-fired electrical generation unit with arated energy efficiency of forty percent (40%) or higher,
arepowered natural gas-fired electrical generating unit with arated energy efficiency of forty-five
percent (45%) or higher, a natural gas-fired electrical generating unit that is not repowered with a
rated energy efficiency of fifty percent (50%) or higher, or acombined heat and power unit with an
overall rated energy efficiency of sixty percent (60%) or higher shall be allocated all owances based
on fifteen-hundredths (0.15) Ib/mmBtu notwithstanding the allowable emission rate.
(ii) The NO, budget unit’s maximum design heat input, in million British thermal units per hour as
follows:
(AA) For aunit that is permitted as a major stationary source or major modification under
326 IAC 2-2 or 326 IAC 2-3 and that is not a simple cycle system, seventy-five percent
(75%) of the maximum design heat input.
(BB) For a unit that is not permitted as a major stationary source or major modification
under 326 IAC 2-2 or 326 IAC 2-3 and that isacombined cycle system, fifty percent (50%)
of the maximum design heat input.
(CC) For a unit that is not permitted as a major stationary source or major modification
under 326 IAC 2-2 or 326 IAC 2-3 and that is not combined cycle system or for a unit that
is permitted as a mgjor stationary source or major modification under 326 IAC 2-2 or 326
IAC 2-3 and that is a simple cycle system, twenty-five percent (25%) of the maximum
design heat input.
(iii) The number of hours remaining in the ozone control period starting with the first day in the
ozone control period on which the unit operated or is projected to operate and dividing by two
thousand (2,000) poundsper ton. The NO, allowancesrequested shall not exceed annual allowable
NO, emissions.
(B) For alarge affected unit multiplying:
(i) seventeen-hundredths (0.17) pound per million British thermal units or the allowable emission
rate as of the date that the unit becomes affected by this rule, whichever is more stringent;
(ii) muttiptied by the NO, budget unit’ s maximum design heat input, in million British thermal units
per hour; and
(i) mutttpted by the number of hours remaining in the ozone control period starting with the first
day in the ozone control period on which the unit operated or is projected to operate;
and dividing by two thousand (2,000) pounds per ton. The NO, allowances requested shall not exceed
annual allowable NO, emissions.
(C) For energy efficiency or renewable energy projects:
(i) Projects in section 2(18)(A) and 2(A8HBy) of this rule that claim allowances based upon
reductions in the consumption of electricity and that are sponsored by end-users or nonutility third
parties receive allowances based upon the number of kilowatt hours of electricity saved during an
ozone control period and the following formula:
Allowances = (kWS * 0.0015)/2000
Allowances = The number of alowances awarded to a project sponsor.
kws The number of kilowatt hours of electricity saved during an ozone
control period by the project.
(i) Projects in section 2(18)(A) and 2(38)(B) of this rule that claim allowances based upon
reductions in the consumption of electricity and that are sponsored by NOx allowance account
holdersthat own or operate units that produce electricity and are subject to the emission limitations
of thisrule will be awarded allowances according to the following formula:
Allowances = (kWS * 0.000375)/2000



Where: Allowances = The number of alowances awarded to a project sponsor.
kws The number of kilowatt hours of electricity saved during an ozone
control period by the project.
(iii) Projects in section 2(18)(A) of this rule that claim allowances based upon reductions in the
consumption of energy other than electricity and that are not NO, budget units will be awarded
allowances according to the following formula:

Allowances = (((EtL/Pt1) - (Et2/Pt2)) x Pt2 x Nratef2000 NPt2 x (NPt 1/NPt2)/2000
Where: Allowances = The number of allowances awarded to a project sponsor.
Etl = Energy consumed per ozone control period prior to project
implementation.

Pt1 = Units of product produced per ozone control period prior to project
implementation.
Et2 = Energy consumed in the most recent ozone control period.
Pt2 = Units of product produced in the most recent ozone control period.
NRate = NO, produced durirg the eonsumption of energy; measudred th podneds
NPt1 = NO, produced during the consumption of energy, measured in

pounds per million British thermal units prior to project
implementation.

NPt2 = NO, produced during the consumption of energy, measured in
pounds per million British thermal unitsin the most recent ozone
control period.

(iv) Projects in section 2(18)(A) of this rule that claim allowances based upon reductions in the
consumption of energy other than electricity and that are NO, budget units will be awarded
allowances according to the following formula:

Allowances = (((Et1/Pt1) - (Et2/Pt2)) x Pt2 x NRate NPt2 x (NPt1/NPt2) x 0.25)/2000

Where: Allowances = The number of alowances awarded to a project sponsor.
Etl = Energy consumed per ozone control period prior to project
implementation.
Pt1 = Units of product produced per ozone control period prior to project

implementation.

Et2 = Energy consumed in the most recent ozone control period.
Pt2 = Units of product produced in the most recent ozone control period.
NRate = NO, produced durirg the eonsumption of erergy; meastred  podneds
NPt1 = NO, produced during the consumption of energy, measured in

pounds per million British thermal units prior to project
implementation.

NPt2 = NO, produced during the consumption of energy, measured in
pounds per million British thermal unitsin the most recent ozone
control period.

Product produced, as used in these formulasin thisitem and item (iii), may include manufactured items;
raw, intermediate, or fina materials; or other products measured in discrete unitsand produced asaresult
of the consumption of energy in a specific process or piece of equipment. Claims for alowances must
include documentation of NO, emissions per British therma unit both before and after implementation
of the project for the energy-consuming process for which energy savings are claimed.

(v) Projectsin section 2(18)(B) of thisrulethat claim allowances based upon highly efficient
electricity generation using systems such as combined cycle, microturbines, and fuel cell
systems for the predominant use of a single end user, that meet the thresholds specified in
section 2(18)(B) of thisrule, that are not electric generating units or large affected units as
defined in section 2 of this rule, and that are sponsored by end-users or nonutility third



Where:

parties, receiveallowancesbased upon thenet amount of electricity generated duringan ozone
control period and the following formula:
Allow = (KWG x (0.0015 — NO, ))/2000

Allow = Thenumber of allowances awarded to a project sponsor.
kWG = The number of net kilowatt hours of electricity generated during an ozone
control period by the project.
NO, =  Theamount of NO, produced during the gener ation of electricity, measured in

pounds per kilowatt hour.
(vi) Projects in section 2(18)(B) of this rule that claim allowances based upon highly efficient
combined heat and power systems for the predominant use of a single end user, that meet the
thresholds specified in section 2(18)(B) of thisrule, that are not electric generating unitsor large
affected unitsasdefined in section 2 of thisrule, and that are sponsor ed by end-user sor nonutility
third parties, receive allowances based upon the net amount of ener gy generated and used during
an ozone control period and the following formula:

Allow = ((Btuln x Efficiency)/3,412) x (0.0015 —
(NO,Rate/EnRate))/2000

Where:

Where:

Allow

Btuln

Efficiency

kwG

HeatOut

NO,Rate

EnRate

The number of allowances
awar ded to a project sponsor.
The number of British thermal
units (Btu) of fuel used to
produce electricity, heat, or
steam during an ozone control
period by the project.

The effective net efficiency of a
combined heat and power
system, calculated as (KWG x
3,412)/(Btuln—HeatOut).

The number of net kilowatt
hours of electricity generated
during an ozone control period
by the project.

The number of British thermal
units (Btu) of heat or steam
effectively used for space, water,
or industrial processheat during
an ozone control period by the
project divided by eight-tenths
(0.8).

NO, emitted, measured in pounds
per hour of normal system
operation.

Theamount of ener gy measured
in British thermal units (Btu) of
electricity generated and heat or
steam effectively used for space,
water, or industrial process heat
per hour of normal system
operation, divided by three
thousand four hundred twelve
(3,412).

(vii) Projectsin section 2(18)(D) of this rule receive allowances based upon the number of



Where:

Where;

Where;

kilowatt hours of electricity each project generates during an ozone control period. Highly
efficient electricity generation projectsusing systems such as combined cycle, microturbines,
and fuel cell systemsfor the predominant use of a single end user, that meet a rated energy
efficiency threshold of sixty percent (60%) for combined cycle systems and forty percent
(40%) for microturbines and fuel cells, and that are sponsored by NO, allowance account
holders that own or operate units that produce electricity and are subject to the emission
limitations of this rule will receive allowances based upon the net amount of electricity
generated during an ozone contr ol period and the following formula:
Allowances = (kWG * (0.0015 - NO,) * 0.25)/2000

Allowances =  Thenumber of allowances awarded to a project sponsor.
kWG = Thenumber of net kilowatt hours of electricity generated during
an ozone control period by the project.
NO, = Theamount of NO, produced duringthe generation of electricity,

measured in pounds per kilowatt hour.
£ (viii) Projectsin section 2(18)(C) and 2(18)(D) of thisrule receive allowances based upon the number of kilowatt
hours of electricity each project generates during an ozone control period and according to the following formula:
Allowances = (kWG * 0.0015)/2000
Allowances =  The number of allowances awarded to a project sponsor.
kWG = Thenumber of kilowatt hours of electricity generated during an ozone
control period by the project.
iy (ix) Projectsin section 2(18)(E) and 2(18)(F) of this rule receive alowances based upon the difference
in emitted NO, per megawatt hour of operation for units before and after replacement or improvement and
according to the following formula:
Allowances = ((Et1 - Et2) * h) * 0.25/2000

Allowances = The number of allowances awarded to a project sponsor.
Etl = The emission rate in pounds per megawatt hour of NO, of the
unit before improvement or replacement.
Et2 = The emission rate in pounds per megawatt hour of NO, of the
unit after improvement or replacement.
h = The number of megawatt hours of operation during the ozone

control period.
Allowances will be awarded only after verification of project implementation and certification of energy, emission,
or electricity savings, as appropriate. The department will consult the Indiana department of commerce concerning
verification and certification.
(4) The department shall review, and allocate NO, allowances pursuant to, each NO, allowance allocation request
by December 31 of each year asfollows:
(A) Upon receipt of the NO, allowance all ocation request, the department shall determine whether and shall
make any necessary adjustments to the request to ensure that:
(i) for electricity generating units, the ozone control period and the number of allowances specified
are consistent with the requirements of subdivision (3)(A);
(i) for large affected units, the ozone control period and the number of allowances specified are
consistent with the requirements of subdivision (3)(B);
(iii) for energy efficiency and renewable energy projects the number of allowances specified are
consistent with the requirements of subdivision (3)(C); and
(iv) for units exempt under section 1(b) of this rule, the department will determine the sum of the
NO, emission limitations (in tons of NO,) on which the unit’s exemption under section 1(b) of this
ruleis based.
(B) The department shall allocate alowances to all qualifying energy efficiency and renewable energy
projects prior to alocating allowances to any new NO, budget unit. The department shall givefirst priority
to energy efficiency and renewable energy projects under section 2(18)(A), 2(18)(C), and 2(18)(D) of this
rule, next section 2(18)(B) of thisrule, next section 2(18)(E) of thisrule, and finally section 2(18)(F) of this



rule.
(C) If the energy efficiency and renewabl e energy allocation set-aside for the ozone control period for which
NO, alowances are requested has an amount of NO, allowances greater than or equal to the number
requested, as adjusted under clause (A), the department shall allocate the amount of the NO, allowances
reguested, as adjusted under clause (A), to the energy efficiency and renewable energy projects. Any
unallocated allowances shall be distributed as follows:
(i) Fifty percent (50%) of the unallocated allowances shall remain in the set-aside for usein the next
year’s alocation.
(ii) Fifty percent (50%) of the unallocated allowances shall be returned to existing large affected
units on a pro rata basis.
(D) If the energy efficiency and renewable energy allocation set-aside for the 0zone control period for which
NO, allowances are requested has an amount of NO, allowances|essthan the number requested, as adjusted
under clause (A), the department shall allocate the allocation set-aside on a pro rata basis, except that
allowances requested for projects under section 2(18)(A), 2(18)(C), and 2(18)(D) of this rule shall be
alocated first, allocated to projects under section 2(18)(B) of this rule second, allocated to projects under
section 2(18)(E) of thisrule third, and allocated to projects under section 2(18)(F) of thisrule fourth.
(E) If the new unit allocation set-aside for the ozone control period for which NO, allowances are requested,
less the amount under subeivisten clause (A)(iv), has an amount of NO, allowances greater than or equal
to the number requested, as adjusted under clause (A), the department shall allocate the amount of the NO,
allowances requested, as adjusted under clause (A), to the NO, budget unit. If the energy efficiency and
renewable energy set-aside is oversubscribed in clause (D), the remaining allowances shall be transferred
to the energy efficiency and renewable energy set-aside. If the energy efficiency and renewable energy set-
asideisunder subscribed in clause (C), the remaining allowances shall be transferred to existing sourceson
aproratabasis.
(F) If the new unit allocation set-aside for the ozone control period for which NO, allowances are requested,
less the amount under sabdivision clause (A)(iv), has an amount of NO, allowances less than the number
requested, as adjusted under clause (A), the department shall allocate the allocation set-aside to the NO,
budget units on a pro rata basis.
(G) After anew budget unit has operated in one (1) ozone control period, it becomes an existing budget unit
unless anotification has been received under subsection (i) requesting all ocations under this subsection, and
the department will alocate allowances for the ozone control period according to subsections (b) and (d).
The unit will continue to receive alowances from the new unit set-aside according to subdivision (3) until
itiseligible to use allowances allocated under subsection (d).
By December 31 of each year, thedepartment shall take appropriate action under subdivision (4) and notify the NO, authorized
account representative that submitted the request and the U.S. EPA of the number of NO, allowances allocated for the ozone
control period to the NO, budget unit or energy efficiency or renewable energy projects.

(f) For anew NO, budget unit that is allocated NO, allowances under subsection (€) for an ozone control period, the
U.S. EPA will deduct NO, alowances under section 10(k)(1) or 10(k)(8) of this rule to account for the actual emissions of
the unit during the ozone control period. Any allowances remaining in the account shall be returned to the new source unit
set-aside.

(g) After making the deductions for compliance under section 10(k)(1) or 10(k)(8) of thisrule for an ozone control
period, the U.S. EPA will notify the department whether any NO, allowances remain in the allocation set-asidesfor the ozone
control period. Any NO, allowances remaining in the new unit allocation set-asides shall remain in the new unit allocation
set-aside for usein the next year’ s allocation.

(h) If the number of banked allowances in the new unit set-asides or the energy efficiency set-aside is greater than
the following amounts:

(1) For the EGU new unit set-aside, three thousand three hundred and seventy-seven (3,377 ninety-six (3,396) tons

for each year in 2004 through 2009 and ere thetdsand rire hundred Ainety-erght (1,998} two thousand seventeen

(2,017) tons each year thereafter.



(2) For the large affected new unit set-aside, one thousand one hundred fifty-rire {1159y eighty-eight (1,188) tons
in 2004 and each year thereafter.
(3) For energy efficiency and renewable energy set-aside, two thousand one hundred fifty-eight (2,£58) ninety-six
(2,196) tonsin 2004 and each year thereafter.
Any banked allowancesin excess of the values in subsection (€)(1)(A) or (€)(1)(B) shall be allocated to the relevant existing
NO, budget units on a pro rata basis. The allowances from the energy efficiency and renewable energy set-aside shall be
alocated to existing large affected units.

(i) A new EGU that commenced operation on or after May 1, 2000, has the option to remain in the new unit set-aside and
have alowances alocated in accordance with subsection (€) until such timethat it has heat input datafor at least two (2) full ozone
control periods, but not more than five (5) full ozone control periodsfor the purpose of determining heat input under subsection (C).
The new NO, budget unit shal submit anctification to the department by no later than December 1 of the year prior to the allocation
schedule in subsection (b), indicating the unit isto receive NO, alowances is accordance with subsection (€).

*These tdoctrments are * This document isincorporated by reference. anrd Copies may be obtained from the Government
Printing Office, 732 North Capitol Street NW, Washington, D.C. 26462 20401 or are available for review and copying at the
Indiana Department of Environmental Management, Office of Air Quality, Indiana Government Center-North, Tenth Floor, 100
North Senate Avenue, Indianapolis, Indiana46204. (Air Pollution Control Board; 326 |AC 10-4-9; filed Aug 17, 2001, 3:45 p.m..
251R 32; errata filed Nov 29, 2001, 12:20 p.m.: 251R 1183)

SECTION 5. 326 IAC 10-4-10, ASADDED AT 251R 38, SECTION 5, ISAMENDED TO READ ASFOLLOWS:

326 IAC 10-4-10 NO, allowance tracking system
Authority: IC 13-14-8; IC 13-17-3-4; IC 13-17-3-11
Affected: I1C 13-15; IC 13-17

Sec. 10. () The U.S. EPA will establish compliance and overdraft accounts consistent with subsection (c). NO,
allowances shall be recorded in the compliance accounts or overdraft accounts according to the following:
(2) Allocations of NO, allowances pursuant to section 9 or 13(i) of thisrule.
(2) Deductions or transfers of NO, allowances pursuant to one (1) of the following:
(A) Section 8(d), 8(e), 11, 13, or 14 of thisrule.
(B) Subsection (j), (k), or (m).

(b) The U.S. EPA will establish, upon request, a general account for any person consistent with subsection (d).
Transfers of allowances pursuant to section 11 of this rule shall be recorded in the general account in accordance with this
section.

(c) Upon receipt of acomplete account certificate of representation under section 6(h) of thisrule, the U.S. EPA will
establish the following:

(1) A compliance account for each NO, budget unit for which the account certificate of representation was submitted.

(2) An overdraft account for each source for which the account certificate of representation was submitted and that

has two (2) or more NO, budget units.

(d) Any person may apply to open a general account for the purpose of holding and transferring allowances. The
establishment of a general account shall be subject to the following:
(1) A complete application for a general account shall be submitted to the U.S. EPA and shall include the following
elementsin aformat prescribed by the U.S. EPA:
(A) Thefollowinginformation concerning the NO, authorized account representative and any alternate NO,
authorized account representative:
(i) Name.
(i) Mailing address.
(iii) E-mail address, if any.
(iv) Telephone number.



(v) Facsimile transmission number, if any.
(B) At the option of the NO, authorized account representative, organization name, and type of organi zation.
(C) A list of all persons subject to abinding agreement for the NO, authorized account representative or any
aternate NO, authorized account representative to represent their ownership interest with respect to the
allowances held in the general account.
(D) Thefollowing certification statement by the NO, authorized account representativeand any alternate NO,
authorized account representative: “1 certify that | was selected asthe NO, authorized account representative
or the NO, alternate authorized account representative, as applicable, by an agreement that isbinding on all
personswho have an ownership interest with respect to allowances held in the general account. | certify that
| have all the necessary authority to carry out my duties and responsibilities under the NO, budget trading
program on behalf of persons and that each person shall be fully bound by my representations, actions,
inactions, or submissionsand by any order or decision issued to meby the U.S. EPA or acourt regarding the
genera account.”.
(E) The signature of the NO, authorized account representative and any alternate NO, authorized account
representative and the dates signed.
(F) Unless otherwise required by the department or the U.S. EPA, documents of agreement referred toin the
account certificate of representation shall not be submitted to the department or the U.S. EPA. Neither the
department nor the U.S. EPA will be under any obligation to review or evaluate the sufficiency of the
documents, if submitted.
(2) Uponreceipt by the U.S. EPA of acomplete application for ageneral account under subdivision (1), thefollowing
shall apply:
(A) The U.S. EPA will establish a general account for the person or persons for whom the application is
submitted.
(B) The NO, authorized account representative and any alternate NO, authorized account representative for
the general account shall represent and, by his or her representations, actions, inactions, or submissions,
legally bind each person who has an ownership interest with respect to NO, allowances held in the general
account in all matterspertaining to the NO, budget trading program, notwithstanding any agreement between
the NO, authorized account representative or any alternate NO, authorized account representative and the
person. Any person having an ownership interest with respect to NO, allowances shall be bound by any order
or decision issued to the NO, authorized account representative or any alternate NO, authorized account
representative by the U.S. EPA or a court regarding the general account.
(C) Each submission concerning the general account shall be submitted, signed, and certified by the NO,
authorized account representative or any alternate NO, authorized account representative for the persons
having an ownership interest with respect to NO, allowances held in the general account. Each submission
shall include the following certification statement by the NO, authorized account representative or any
aternate NO, authorized account representative: “|1 am authorized to make this submission on behalf of the
persons having an ownership interest with respect to the NO, allowancesheld in the general account. | certify
under penalty of law that | have personally examined, and am familiar with, the statements and information
submitted in this document and al its attachments. Based on my inquiry of those individuas with primary
responsibility for obtaining the information, | certify that the statements and information are to the best of my
knowledge and bdlief true, accurate, and complete. | am aware that there are significant penalties for submitting
false stlatements and information or omitting required statements and information, including the possibility of fine
or imprisonment.”.
(D) The U.S. EPA will accept or act on a submission concerning the general account only if the submission has
been made, signed, and certified in accordance with clause (C).
(3) The following shall apply to the designation of a NO, authorized account representative, dternate NO, authorized
account representtive, or persons having an ownership interest with respect to NO, allowances in the general account:
(A) An application for a genera account may designate the following:
(i) One (1) and only one (1) NO, authorized account representative.
(ii) One (1) and only one (1) alternate NO, authorized account representative who may act on behal f
of the NO, authorized account representative.
The agreement by which the alternate NO, authorized account representative is selected shall include a



procedure for authorizing the alternate NO, authorized account representative to act in lieu of the NO,
authorized account representative.
(B) Upon receipt by the U.S. EPA of acomplete application for ageneral account under subdivision (1), any
representation, action, inaction, or submission by any aternate NO, authorized account representative shall
be deemed to be a representation, action, inaction, or submission by the NO, authorized account
representative.
(C) The NO, authorized account representative for a general account may be changed at any time upon
receipt by the U.S. EPA of a superseding complete application for ageneral account under subdivision (1).
Notwithstanding the change, all representations, actions, inactions, and submissions by the previous NO,
authorized account representative prior to the time and date when the U.S. EPA receives the superseding
application for ageneral account shall be binding on the new NO, authorized account representative and the
persons with an ownership interest with respect to the allowances in the general account.
(D) The alternate NO, authorized account representative for a general account may be changed at any time
upon receipt by the U.S. EPA of asuperseding compl ete application for ageneral account under subdivision
(2). Notwithstanding the change, all representations, actions, inactions, and submissions by the previous
alternate NO, authorized account representative prior to the time and date when the U.S. EPA receives the
superseding application for ageneral account shall be binding on the new alternate NO, authorized account
representative and the persons with an ownership interest with respect to the allowances in the general
account.
(E) In the event a new person having an ownership interest with respect to NO, allowances in the general
accountisnotincludedinthelist of persons having an ownership interest with respect to the NO, allowances
in the account certificate of representation, the new person shall be deemed to be subject to and bound by
the account certificate of representation, the representation, actions, inactions, and submissions of the NO,
authorized account representative and any alternate NO, authorized account representative of the source or
unit, and the decisions, orders, actions, and inactions of the U.S. EPA, asif the new person were included
inthelist.
(F) Within thirty (30) days following any change in the persons having an ownership interest with respect
to NO, allowances in the general account, including the addition of persons, the NO, authorized account
representative or any aternate NO, authorized account representative shall submit a revision to the
application for agenera account amending the list of persons having an ownership interest with respect to
the NO, allowances in the general account to include the change.
(4) Onceacompleteapplication for agenera account under subdivision (1) hasbeen submitted and received, theU.S.
EPA will rely on the application unless and until a superseding complete application for a general account under
subdivision (1) isreceived by the U.S. EPA.
(5) Except as provided in subdivision (3)(C) through (3)(F), no objection or other communication submitted to the
U.S. EPA concerning the authorization, or any representation, action, inaction, or submission of the NO, authorized
account representative or any alternate NO, authorized account representative for a general account shall affect any
representation, action, inaction, or submission of the NO, authorized account representative or any alternate NO,
authorized account representative or the finality of any decision or order by the U.S. EPA under the NO, budget
trading program.
(6) The U.S. EPA will not adjudicate any private legal dispute concerning the authorization or any representation,
action, inaction, or submission of the NO, authorized account representative or any alternate NO, authorized account
representative for a general account, including private legal disputes concerning the proceeds of NO, allowance
transfers.

(e) The U.S. EPA will assign a unigque identifying number to each account established under subsection (c) or (d).

(f) Following the establishment of aNO, allowance tracking system account, all submissionsto the U.S. EPA pertaining to
the account, including, but not limited to, submissions concerning the deduction or transfer of NO, allowancesin the account, shall
be made only by the NO, authorized account representative for the account. The U.S. EPA will assign auniqueidentifying number
to each NO, authorized account representative.

(g) The U.S. EPA will record the NO, allowances for 2004 and each year thereafter in the NO, budget units



compliance accounts and the all ocation set-asides, as allocated under section 9 of thisrule. The U.S. EPA will also record the
NO, allowances allocated under section 13(i)(1) of thisrule for each NO, budget opt-in source in its compliance account.

(h) Each year, after the U.S. EPA has made all deductionsfrom aNO, budget unit’ s compliance account and the overdraft
account pursuant to subsection (k), the U.S. EPA will record NO, allowances, as allocated to the unit under section 9 or 13(i)(2) of
thisrule, in the compliance account for the year after thelast year for which allowances were previoudy allocated to the compliance
account. Each year, the U.S. EPA will also record NO, allowances, asallocated under section 9 of thisrule, in theallocation set-aside
for the year after the last year for which allowances were previoudy dlocated to an alocation set-aside.

(i) When allocating NO, allowances to and recording them in an account, the U.S. EPA will assign each NO,
allowance a unique identification number that shall include digits identifying the year for which the NO, allowance is
allocated.

(j) The NO, allowances are available to be deducted for compliance with a unit's NO, budget emissions limitation
for an ozone control period in agiven year only if the NO, allowances:

(1) were alocated for an ozone control period in a prior year or the same year; and

(2) are held in the unit’ s compliance account, or the overdraft account of the source where the unit is located, as of

the NO, allowance transfer deadline for that 0zone control period or are transferred into the compliance account or

overdraft account by aNO, allowancetransfer correctly submitted for recordation under section 11(a) of thisrule by

the NO, allowance transfer deadline for that ozone control period.

(k) The following shall apply to deductions for purposes of compliance with a unit’s alocations:

(1) Following the recordation, in accordance with section 11(b) or 11(c) of this rule, of NO, allowance transfers

submitted for recordation in the unit’s compliance account or the overdraft account of the source where the unit is

located by the NO, allowancetransfer deadlinefor an ozone control period, the U.S. EPA will deduct NO, allowances

available under subsection (j) to cover the unit's NO, emissions, as determined in accordance with 40 CFR 75,

Subpart H*:

(A) from the compliance account; and
(B) only if no more NO, allowances available under subsection (j) remain in the compliance account, from
the overdraft account.

In deducting allowances for units at the source from the overdraft account, the U.S. EPA will begin with the unit

having the compliance account with the lowest NO, allowance tracking system account number and end with the

unit having the compliance account with the highest NO, allowance tracking system account number, with account
numbers sorted beginning with the left-most character and ending with the right-most character and the letter
characters assigned values in alphabetical order and less than all numeric characters.

(2) The U.S. EPA will deduct NO, allowancesfirst under subdivision (1)(A) and then under subdivision (1)(B) until:
(A) the number of NO, allowances deducted for the ozone control period equals the number of tons of NO,
emissions, determined in accordancewith 40 CFR 75, Subpart H*, from the unit for the ozone control period
for which compliance is being determined; or
(B) no more NO, allowances available under subsection (j) remain in the respective account.

(3) The NO, authorized account representative for each compliance account may identify by serial number the NO,

allowances to be deducted from the unit’s compliance account under this section. The identification shall be made

in the compliance certification report submitted in accordance with section 8(a) through 8(c) of thisrule.

(4) The U.S. EPA will deduct NO, allowances for an ozone control period from the compliance account, in the

absence of an identification or in the case of a partia identification of NO, alowances by seria number under

subdivision (3), or the overdraft account on afirst-in, first-out (FIFO) accounting basis in the following order:
(A) Those NO, allowancesthat were allocated for the ozone control period to the unit under section 9 or 13
of thisrule.
(B) Those NO, allowances that were allocated for the 0zone control period to any unit and transferred and
recorded in the account pursuant to section 11 of thisrule, in order of their date of recordation.
(C) Those NO, allowances that were allocated for a prior ozone control period to the unit under section 9
or 13 of thisrule.



(D) Those NO, allowances that were allocated for a prior ozone control period to any unit and transferred
and recorded in the account pursuant to section 11 of thisrule, in order of their date of recordation.
(5) After making the deductions for compliance under subdivisions (1) and (2), the U.S. EPA will deduct from the
unit’s compliance account or the overdraft account of the source where the unit is located a number of NO,
allowances, alocated for an ozone control period after the ozone control period in which the unit has excess
emissions, equal to three (3) times the number of the unit’s excess emissions.
(6) If the compliance account or overdraft account does not contain sufficient NO, allowances, the U.S. EPA will
deduct the required number of NO, allowances, regardless of the ozone control period for which they were allocated,
whenever NO, allowances are recorded in either account.
(7) Any allowance deduction required under subdivision (5) shall not affect theliability of the owners and operators
of the NO, budget unit for any fine, penalty, or assessment, or their obligation to comply with any other remedy, for
the same violation, as ordered under the CAA or applicable state law. The following guidelines shall be followed in
assessing fines, penalties, or other obligations:
(A) For purposes of determining the number of days of violation, if a NO, budget unit has excess
emissionsfor an ozone control period, each day in the ozone control period, one hundred fifty-three (153)
days, constitutes a day in violation unless the owners and operators of the unit demonstrate that a lesser
number of days should be considered.
(B) Each ton of excess emissions is a separate violation.
(8) Inthe case of units sharingacommon stack and having emissionsthat are not separately monitored or apportioned
in accordance with 40 CFR 75, Subpart H*, the following shall apply:
(A) The NO, authorized account representative of the units may identify the percentage of NO, allowances
to be deducted from each unit’s compliance account to cover the unit’s share of NO, emissions from the
common stack for an ozone control period. The identification shall be made in the compliance certification
report submitted in accordance with section 8(a) through 8(c) of thisrule.
(B) Notwithstanding subdivision (2)(A), the U.S. EPA will deduct NO, allowances for each unit, in
accordancewith subdivision (1), until the number of NO, allowancesdeducted equal seither of thefollowing:
(i) The unit’'s identified percentage of the number of tons of NO, emissions, as determined in
accordance with 40 CFR 75, Subpart H*, from the common stack for the ozone control period for
which compliance is being determined.
(ii) If no percentage isidentified, an equal percentage for each unit.
(9) The U.S. EPA will record in the appropriate compliance account or overdraft account all deductions from an
account pursuant to this section.

() The U.S. EPA may at its own discretion and on its own motion correct any error in any NO, allowance tracking
system account. Within ten (10) business days of making the correction, the U.S. EPA will notify the NO, authorized account
representative for the account.

(m) The NO, authorized account representative of a general account may instruct the U.S. EPA to close the account
by submitting a statement requesting deletion of the account from the NO, allowance tracking system and by correctly
submitting for recordation under section 11(a) of thisrule, an alowance transfer of all NO, allowancesin the account to one
(1) or more other NO, allowance tracking system accounts.

(n) If a general account shows no activity for a period of one (1) year or more and does not contain any NO,
allowances, theU.S. EPA may notify the NO, authorized account representativefor the account that theaccount shall beclosed
and deleted from the NO, allowance tracking system following twenty (20) business days after the notice is sent. The account
shall be closed after the twenty (20) business day period unless before the end of the twenty (20) businessday period the U.S.
EPA receivesacorrectly submitted transfer of NO, allowancesinto the account under section 11(a) of thisrule or a statement
submitted by the NO, authorized account representative demonstrating to the satisfaction of the U.S. EPA good cause as to
why the account should not be closed.

*Fhese doctments are *This document is incorporated by reference. and Copies may be obtained from the
Government Printing Office, 732 North Capitol Avenue NW, Washington, D.C. 26462 20401 or are available for review
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SECTION 6. 326 IAC 10-4-13, ASADDED AT 25IR 48, SECTION 5, ISAMENDED TO READ ASFOLLOWS:

326 IAC 10-4-13 Individual opt-ins
Authority: IC 13-14-8; IC 13-17-3-4; IC 13-17-3-11
Affected: I1C 13-15; IC 13-17

Sec. 13. (a) A unit may qualify to become aNO, budget opt-in source under thissection if the unit meetsthefollowing
reguirements:

(2) Isnot aNO, budget unit under section 1 of thisrule.

(2) Has dl of its emissions vented to a stack.

(3) Is currently operating.
A unit that isaNO, budget unit, is covered by an exemption under section 1(b) of thisrule or aretired unit exemption under
section 3 of thisrule, or is not operating is not eligible to become a NO, budget opt-in source.

(b) Except otherwise as provided in thisrule, a NO, budget opt-in source shall be treated as a NO, budget unit for
purposes of applying sections 1 through 12 and 14 of thisrule.

(c) A unit for which an application for aNO, budget opt-in permit is submitted and not denied or withdrawn, or aNO,
budget opt-in source, located at the same source as one (1) or more NO, budget units, shall have the same NO, authorized
account representative as the NO, budget units.

(d) In order to apply for an initial NO, budget opt-in permit, the NO, authorized account representative of a unit
qualified under subsection (a) may submit an application to the department at any time, except as provided under subsection
(9), that includes the following:

(1) A complete NO, budget permit application under section 7(c) of thisrule.

(2) A monitoring plan submitted in accordance with section 12 of thisrule.

(3) A copy of the complete account certificate of representation submitted to U.S. EPA under section 6(h) of this

rule, if no NO, authorized account representative has been previously designated for the unit.

The NO, authorized account representative of a NO, budget opt-in source shall submit a complete NO, budget permit
application under section 7(c) of thisrule to renew the NO, budget opt-in permit in accordance with section 7(b)(1)(C) and
7(b)(2)(C) of thisrule and, if applicable, an updated monitoring plan in accordance with section 12 of thisrule.

(e) The department shall issue or deny aNO, budget opt-in permit for aunit for which aninitial application for aNO,
budget opt-in permit under subsection (d) is submitted, in accordance with section 7(a) of this rule and the following:

(1) The department shall determine, on an interim basis, the sufficiency of the monitoring plan accompanying the
initial application for aNO, budget opt-in permit under subsection (d). A monitoring plan is sufficient, for purposes
of interimreview, if the plan appearsto contain information demonstrating that the NO, emissionsrate and heat input
of the unit are monitored and reported in accordance with section 12 of thisrule. A determination of sufficiency shall
not be construed as acceptance or approval of the unit’s monitoring plan.

(2) If the department determines that the unit’s monitoring plan is sufficient under subdivision (1) and after completion of
monitoring system certification under 40 CFR 75, Subpart H* and section 12 of thisrule, theNO, emissionsrateand the heat
input of the unit shall be monitored and reported in accordance with 40 CFR 75, Subpart H* and section 12 of thisrulefor
one (1) full ozone control period during which percent monitor data availability is not less than ninety percent (90%) and
during which the unit is in full compliance with any applicable state or federal NO, emissions or emissions-related
requirements. Solely for purposesof applyingtherequirementsintheprior sentence, the unit shall betreated asaNO, budget
unit prior to issuance of aNO, budget opt-in permit covering the unit.

(3) Based on the information monitored and reported under subdivision (2), the unit’s baseline heat rate shall be
calculated as the unit’ s total heat input, in million British thermal units, for the ozone control period and the unit’s
baseline NO, emissions rate shall be calculated as the unit’s total NO, mass emissions, in pounds, for the ozone



control period divided by the unit’s baseline heat rate.

(4) After calculating the baseline heat input and the baseline NO, emissionsrate for the unit under subdivision (3),
the department shall serve adraft NO, budget opt-in permit on the NO, authorized account representative of the unit.
(5) Within twenty (20) days after the issuance of the draft NO, budget opt-in permit, the NO, authorized account
representative of the unit must submit to the department a confirmation of the intention to opt in the unit or a
withdrawal of the application for a NO, budget opt-in permit under subsection (d). The department shall treat the
failure to make atimely submission as awithdrawal of the NO, budget opt-in permit application.

(6) If the NO, authorized account representative confirms the intention to opt in the unit under subdivision (5), the
department shall issue the draft NO, budget opt-in permit in accordance with section 7(a) of thisrule.

(7) Notwithstanding subdivisions (1) through (6), if at any time before issuance of a draft NO, budget opt-in permit
for the unit, the department determines that the unit does not qualify asaNO, budget opt-in source under subsection
(8), the department shall issue adraft denial of aNO, budget opt-in permit for the unit in accordance with section 7(a)
of thisrule.

(8) A NO, authorized account representative of a unit may withdraw its application for a NO, budget opt-in permit
under subsection (d) at any time prior to the issuance of the final NO, budget opt-in permit. Once the application for
aNO, budget opt-in permit is withdrawn, a NO, authorized account representative wanting to reapply must submit
anew application for aNO, budget permit under subsection (d).

(9) The effective date of theinitial NO, budget opt-in permit shall be May 1 of the first ozone control period starting
after the issuance of the initial NO, budget opt-in permit by the department. The unit shall be a NO, budget opt-in
source and a NO, budget unit as of the effective date of the initial NO, budget opt-in permit.

(f) Thefollowing shall apply to the content of a NO, budget opt-in permit:

(1) Each NO, budget opt-in permit, including any draft or proposed NO, budget opt-in permit, if applicable, shall
contain al elements required for a complete NO, budget opt-in permit application under section 7(c) of thisrule.
(2) Each NO, budget opt-in permit is deemed to incorporate automatically the definitions of terms under section
2 of thisrule and, upon recordation by the U.S. EPA under this section and sections 10 and 11 of thisrule, every
alocation, transfer, or deduction of NO, allowancesto or from the compliance accounts of each NO, budget opt-in
source covered by the NO, budget opt-in permit or the overdraft account of the NO, budget source wherethe NO,
budget opt-in source is located.

(g) The following requirements must be satisfied in order to withdraw an opt-in unit from the NO, budget trading
program:
(1) TheNO, authorized account representative of aNO, budget opt-in source shall submit to the department arequest
to withdraw effective as of a specified date prior to May 1 or after September 30. The submission shall be made no
later than ninety (90) days prior to the requested effective date of withdrawal.
(2) BeforeaNO, budget opt-in source covered by arequest under subdivision (1) may withdraw from the NO, budget
trading program and the NO, budget opt-in permit may be terminated under subdivision (6), thefollowing conditions
must be met:
(A) For the ozone control period immediately before the withdrawal is to be effective, the NO, authorized
account representative must submit or must have submitted to the department an annual compliance
certification report in accordance with section 8 of thisrule.
(B) If the NO, budget opt-in source has excess emissions for the ozone control period immediately before
the withdrawal is to be effective, the U.S. EPA will deduct or have deducted from the NO, budget opt-in
source’ scompliance account, or theoverdraft account of the NO, budget sourcewherethe NO, budget opt-in
sourceislocated, the full amount required under section 10(k)(5) through 10(k)(7) of thisrulefor the ozone
control period.
(C) After the requirements for withdrawal under this subdivision and subdivision (1) are met, the U.S. EPA
will deduct from the NO, budget opt-in source’s compliance account, or the overdraft account of the NO,
budget source where the NO, budget opt-in source is located, NO, allowances equal in number to, and
alocated for, the same or aprior ozone control period as any NO, allowances allocated to that source under
subsection (i) for any ozone control period for which the withdrawal is to be effective. The U.S. EPA will
close the NO, budget opt-in source’ s compliance account and shall establish, and transfer any remaining
allowancesto, anew general account for the ownersand operators of the NO, budget opt-in source. The NO,



authorized account representativefor the NO, budget opt-in source shall becomethe NO, authorized account
representative for the general account.
(3) A NO, budget opt-in source that withdraws from the NO, budget trading program shall comply with all
reguirements under the NO, budget trading program concerning all yearsfor which the NO, budget opt-in sourcewas
aNO, budget opt-in source, even if the requirements arise or must be complied with after thewithdrawal takes effect.

(4) After the requirements for withdrawal under subdivisions (1) and (2) are met, including deduction of the full
amount of NO, allowances required, the department shall issue a notification to the NO, authorized account
representative of the NO, budget opt-in source of the acceptance of the withdrawal of the NO, budget opt-in source
as of a specified effective date that is after the requirements have been met and that is prior to May 1 or after
September 30.
(5) If the requirements for withdrawal under subdivisions (1) and (2) are not met, the department shall issue a
notification to the NO, authorized account representative of the NO, budget opt-in source that the NO, budget opt-in
source's request to withdraw is denied. If the NO, budget opt-in source’s request to withdraw is denied, the NO,
budget opt-in source shall remain subject to the requirements for a NO, budget opt-in source.
(6) After the department issues a notification under subdivision (4) that the requirements for withdrawal have been
met, the department shall revise the NO, budget permit covering the NO, budget opt-in source to terminate the NO,
budget opt-in permit as of the effective date specified under subdivision (1). A NO, budget opt-in source shall
continue to be a NO, budget opt-in source until the effective date of the termination.
(7) If the department denies the NO, budget opt-in source’s request to withdraw, the NO, authorized account
representative may submit another request to withdraw in accordance with subdivisions (1) and (2).
Once a NO, budget opt-in source withdraws from the NO, budget trading program and its NO, budget opt-in permit is
terminated under this section, the NO, authorized account representative may not submit another application for aNO, budget
opt-in permit under subsection (d) for the unit prior to the date that isfour (4) years after the date on which the terminated NO,
budget opt-in permit became effective.

(h) When a NO, budget opt-in source becomes a NO, budget unit under section 1 of this rule, the NO, authorized
account representative shall notify the department and the U.S. EPA inwriting of the changein the NO, budget opt-in source’s
regulatory status, within thirty (30) daysof the change. If thereisachangein theregulatory status, the department and the U.S.
EPA will take the following actions concerning a NO, budget opt-in source:

(1) When the NO, budget opt-in source becomes a NO, budget unit under section 1 of this rule, the department shall

revise the NO, budget opt-in source’s NO, budget opt-in permit to meet the requirements of a NO, budget permit

under section 7(d) and 7(e) of thisrule as of an effective date that is the date on which the NO, budget opt-in source
becomes a NO, budget unit under section 1 of thisrule.

(2) The U.S. EPA will deduct from the compliance account for the NO, budget unit under subdivision (1), or the

overdraft account of the NO, budget source where the unit is located, NO, allowances equal in number to, and

alocated for, the same or a prior ozone control period as follows:

(A) Any NO, allowancesallocated to the NO, budget unit, asaNO, budget opt-in source, under subsection (i) for
any ozone control period after the last ozone control period during which the unit’ sNO, budget opt-in permit was
effective.

(B) If the effective date of the NO, budget permit revision under subdivision (1) is during an ozone control
period, theNO, allowancesallocated to the NO, budget unit, asaNO, budget opt-in source, under subsection
(i) for the ozone control period multiplied by the ratio of the number of days, in the ozone control period,
starting with the effective date of the permit revision under subdivision (1), divided by the total number of
days in the ozone control period.

(3) The NO, authorized account representative shall ensure that the compliance account of the NO, budget unit under
subdivision (1), or the overdraft account of the NO, budget source where the unit is located, includes the NO,
allowances necessary for completion of the deduction under subdivision (2). If the compliance account or overdraft
account does not contain sufficient NO, allowances, the U.S. EPA will deduct the required number of NO,
allowances, regardiess of the ozone control period for which they were allocated, whenever NO, allowances are
recorded in either account.

(4) For every ozone control period during which the NO, budget permit revised under subdivision (1) iseffective, the

following shall apply:



(A) The NO, budget unit under subdivision (1) shall be treated, solely for the purposes of NO, alowance
allocations under section 9(c) through 9(e) of thisrule, as a unit that commenced operation on the effective date
of the NO, budget permit revision under subdivision (1) and shall be allocated NO, alowances under section 9(c)
through 9(e) of thisrule.
(B) Notwithstanding clause (A), if the effective date of the NO, budget permit revision under subdivision
(1) isduring an ozone control period, the following number of NO, allowances shall be allocated to the NO,
budget unit. The number of NO, allowances otherwise allocated to the NO, budget unit under section 9(c)
through 9(e) of this rule for the ozone control period multiplied by the ratio of the number of days, in the
ozone control period, starting with the effective date of the permit revision under subdivision (1), divided
by the total number of daysin the ozone control period.
(5) When the NO, authorized account representative of a NO, budget opt-in source does not renew its NO, budget
opt-in permit under subsection (d), the U.S. EPA will deduct from the NO, budget opt-in unit’s compliance account,
or the overdraft account of the NO, budget source where the NO, budget opt-in source is located, NO, allowances
equal in number to and allocated for the same or a prior ozone control period as any NO, allowances allocated to the
NO, budget opt-in source under subsection (i) for any ozone control period after the last ozone control period for
which the NO, budget opt-in permitiseffective. TheNO, authorized account representative shall ensurethat theNO, budget
opt-in source’ s compliance account or the overdraft account of the NO, budget source where the NO, budget opt-in source
islocated includes the NO, allowances necessary for completion of the deduction. If the compliance account or overdraft
account does not contain sufficient NO, allowances, the U.S. EPA will deduct the required number of NO, allowances,
regardless of the ozone control period for which they were allocated, whenever NO, allowances are recorded in either
account.
(6) After the deduction under subdivision (5) is completed, the U.S. EPA will close the NO, budget opt-in source's
compliance account. If any NO, alowances remain in the compliance account after completion of the deduction and any
deduction under section 10(j) and 10(k) of thisrule, the U.S. EPA will close the NO, budget opt-in source’s compliance
account and will establish, and transfer any remaining alowancesto anew genera account for the owners and operators of
the NO, budget opt-in source. The NO, authorized account representative for the NO, budget opt-in source shal become
the NO, authorized account representative for the general account.

(i) The department shall allocate NO, allowances to NO, budget opt-in sources as follows:
(1) By December 31 immediately before the first ozone control period for which the NO, budget opt-in permit is effective,
the department shall alocate NO, allowancesto the NO, budget opt-in source and submit to the U.S. EPA theallocation for
the ozone control period in accordance with subdivision (3).
(2) By no later than December 31, after the first ozone control period for which the NO, budget opt-in permit isin
effect, and December 31 of each year thereafter, the department shall allocate NO, allowancesto the NO, budget opt-
in source, and submit to the U.S. EPA alocations for the next ozone control period, in accordance with subdivision
(3).
(3) For each ozone control period for which the NO, budget opt-in source has an approved NO, budget opt-in permit,
the NO, budget opt-in source shall be alocated NO, allowances according to the following procedures:
(A) The heat input, in million British thermal units, used for cal culating NO, allowance allocations shall be
the lesser of the following:
(i) The NO, budget opt-in source’s baseline heat input determined pursuant to subsection (€)(3).
(ii) The NO, budget opt-in source’s heat input, as determined in accordance with section 12 of this
rule, for the ozone control period in the year prior to the year of the ozone control period for which
the NO, allocations are being calculated.
(B) The department shall allocate NO, allowances to the NO, budget opt-in source in an amount equaling
the heat input, in million British thermal units, determined under clause (A) multiplied by the lesser of the
following, then divided by two thousand (2,000) pounds per ton:
(i) The NO, budget opt-in source’s baseline NO, emissions rate, in pounds per million British
thermal units, determined pursuant to subsection (€)(3).
(if) The most stringent state or federal NO, emissionslimitation applicableto the NO, budget opt-in
source during the ozone control period.
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SECTION 7. 326 IAC 10-4-14, ASADDED AT 251R 52, SECTION 5, ISAMENDED TO READ ASFOLLOWS:

326 IAC 10-4-14 NO, allowance banking
Authority: IC 13-14-8; IC 13-17-3-4; IC 13-17-3-11
Affected: I1C 13-15; IC 13-17

Sec. 14. (a) NO, allowances may be banked for future use or transfer in acompliance account, an overdraft account,
or agenera account as follows:

(1) Any NO, allowancethat is held in acompliance account, an overdraft account, or ageneral account shall remain
in the account unless and until the NO, allowance is deducted or transferred under:

(A) section 8(d), 8(e), 10(j), 10(k), 11, or 13 of thisrule; or

(B) subsection (b).
(2) The U.S. EPA will designate, as a banked NO, allowance, any NO, alowance that remains in a compliance
account, an overdraft account, or a general account after the U.S. EPA has made all deductions for a given ozone
control period from the compliance account or overdraft account pursuant to section 10(j) and 10(k) of thisrule, 40
CFR97*, astate NO, budget trading program established pursuant to 40 CFR 51.121* and approved and administered
by the U.S. EPA, or afederal implementation plan and that was allocated for that ozone control period or a ozone
control period in aprior year.

(b) Each year starting in 2665; 2006, after the U.S. EPA has completed the designation of banked NO, allowances
under subsection (a)(2) and beforeMay 1 of theyear, the U.S. EPA will determinethe extent that banked NO, allowances may
be used for compliance in the ozone control period for the current year as follows:

(1) The U.S. EPA will determinethe total number of banked NO, allowances held in compliance accounts, overdraft

accounts, or general accounts.

(2) If the total number of banked NO, allowances determined, under subdivision (1), to be held in compliance

accounts, overdraft accounts, or general accountsis lessthan or equal to ten percent (10%) of the sum of the trading

program budget for the ozone control period, any banked NO, allowance may be deducted for compliance in
accordance with section 10(k) of thisrule.

(3) If the total number of banked NO, allowances determined, under subdivision (1), to be held in compliance

accounts, overdraft accounts, or general accountsexceedsten percent (10%) of the sum of thetrading program budget

for the ozone control period, any banked allowance may be deducted for compliancein accordance with section 10(k)

of thisrule, except as follows:

(A) The U.S. EPA will determine the following ratio:
(i) One-tenth (0.10) multiplied by the sum of the trading program budget for the ozone control
period.
(i) Divided by thetotal number of banked NO, allowances determined, under subdivision (1), to be held
in compliance accounts, overdraft accounts, or general accounts.
(B) The U.S. EPA will multiply the number of banked NO, allowances in each compliance account or
overdraft account by the ratio determined under clause (A). The resulting product is the number of banked
NO, allowancesin the account that may be deducted for compliancein accordance with section 10(k) of this
rule. Any banked NO, allowances in excess of the resulting product may be deducted for compliance in
accordancewith section 10(K) of thisrule, except that, if these NO, allowances are used to make adeduction,
two (2) NO, allowances must be deducted for each deduction of one (1) NO, allowance required under
section 10(K) of thisrule.

*These documents areincorporated by reference. and Copies may be obtained from the Government Printing Office,
732 North Capitol Street NW, Washington, D.C. 26462 20401 or are available for review and copying at the Indiana



Department of Environmental Management, Office of Air Quality, Indiana Government Center-North, 100 North Senate
Avenue, Tenth Floor, Indianapolis, Indiana46204. (Air Pollution Control Board; 326 |AC 10-4-14; filed Aug 17, 2001, 3:45
p.m.: 25 IR 52; errata filed Nov 29, 2001, 12:20 p.m.: 25 IR 1184)

SECTION 8. 326 IAC 10-4-15, ASADDED AT 25IR 53, SECTION 5, ISAMENDED TO READ ASFOLLOWS:

326 IAC 10-4-15 Compliance supplement pool
Authority: IC 13-14-8; IC 13-17-3-4; IC 13-17-3-11
Affected: I1C 13-15; IC 13-17

Sec. 15. (a) The department may allow sources required to implement NO, emission control measures by May 31,
2004, and subject to thisrule, to demonstrate compliancein the 2004 and 2005 ozone control periods using credit issued from
acompliance supplement pool in accordance with this section. A source may not use credit from the compliance supplement
pool to demonstrate compliance after the 2005 ozone control period.

(b) The department may distribute NO, allocations from the compliance supplement pool to NO, budget units that
are required to implement control measures using one (1) or both of the following mechanisms:
(1) The department may issue creditsto NO, budget units that implement emissions reductions beyond all applicable
requirements from May 1 through and including September 30 in any year in 2001 through 2003 according to the
following provisions:
(A) The department shall complete the issuance process no later than Mar ch 31, the year after the control
measures were implemented. as feHows:
) For sodrees subject to 40 €FR 97 no teter than Mareh 31; 2003:
i) For sotrees hot subject to 40 €FR 97*; no tater than March 31; 2004
(B) The emissions reduction may not be required by Indiana' s state implementation plan (SIP), state law or
rule, or be otherwise required by the Clean Air Act (CAA).
(C) The emissions reduction must be verified by the source as actually having occurred from May 1 through
and including September 30 in any year in 2001 through 2003.
(D) Each NO, budget unit for which the owner or operator requests any early reduction credits under this
section shall monitor NO, emissionsin accordance with 40 CFR 75, Subpart H* startingin the ozone control
period prior to the ozone control period for which the early reduction credits are requested and for each
ozone control period for which the early reduction credits are requested. The unit’s percent monitor data
availability shall be not less than ninety percent (90%) during the ozone control period prior to the ozone
control period for which the early reduction credits are requested, and the unit must be in compliance with
any applicable state or federal NO, emissions or emissions-related requirements during the ozone control
period for which the early reduction credits are requested.
(E) The emissions reduction must be quantified according to procedures set forthin 40 CFR 75, Subpart H*.
(F) The NO, authorized account representative of aNO, budget unit that meets the requirements of clauses
(B) through (D) may submit to the department arequest for early reduction creditsfor the unit based on NO,
emission rate reductions made by the unit in the ozone control period for any year in 2001 through 2003. The
request shall include the following:
(i) In the early reduction credit request, the NO, authorized account may request early reduction
creditsfor the ozone control period in an amount equal to the unit’ s heat input for the ozone control
period in which the early reductions occurred multiplied by the difference between:
(AA) the unit's actual average NO, emission rate in the ozone control period prior to the first
ozone control period for which the early reduction credits are requested; and
(BB) theunit’ sNO, emission ratefor the ozone control period inwhich theearly reductions
occurred;
divided by two thousand (2,000) pounds per ton, and rounded to the nearest ton.
(i) The early reduction credit request must be submitted, in aformat specified by the department,
by October 31 of the year in which the NO, emission rate reductions on which the request is based
are made or alater date approved by the department.
(G) The department shall allocate NO, allowances from the compliance supplement pool, to NO, budget



units meeting the requirements of this subdivision, in accordance with the following procedures:
(i) Upon receipt of each early reduction credit request, the department shall accept the request only
if the requirements of clauses (B) through (D) and (F)(ii) are met and, if the request is accepted,
shall make any necessary adjustmentsto the request to ensure that the amount of the early reduction
credits requested meets the requirement of clauses (B) through (D).
(i) If the compliance supplement pool has an amount of NO, allowances equal to or greater than
the number of early reduction creditsin all accepted early reduction credit requests for any year in
2001 through 2003, as adjusted under item (i), the department shall allocate to each NO, budget unit
covered by the accepted requests one (1) allowance for each early reduction credit requested, as
adjusted under item (i).
(iii) If the compliance supplement pool has an amount of NO, allowances |less than the number of
early reduction creditsin all accepted early reduction credit requests for any year in 2001 through
2003, as adjusted under item (i), the department shall allocate NO, allowancesto each NO, budget
unit covered by the accepted requests according to the formula, A NO, budget unit’ sallocated early
reduction credits = ((NO, budget unit’s adjusted early reduction credits) + (total adjusted early
reduction credits requested by all NO, budget units)) x (available NO, allowances from the
compliance supplement pool) where:
(AA) A NO, budget unit's adjusted early reduction credits is the number of early reduction
creditsfor theunit for any year in 2001 through 2003 in accepted early reduction credit requests,
as adjusted under item (i).
(BB) Total adjusted early reduction creditsrequested by all NO, budget unitsisthe number
of early reduction credits for all NO, budget units for any year in 2001 through 2003 in
accepted early reduction credit requests, as adjusted under item (i).
(CC) Available NO, allowances from the compliance supplement pool is the number of
NO, alowances in the compliance supplement pool and available for early reduction
credits for 2001 through 2003.
(H) By March 31 of the year following the request, the department shall submit to the U.S. EPA the dlocations of
NO, alowances determined under clause (G). The U.S. EPA will record the dll ocationsto the extent that they are
consistent with the requirements of clauses (B) through (G).
(1) NO, allowances recorded under clause (H) may be deducted for compliance under section 10(k) of this
rule for the ozone control periods in 2083 2004 through 2005. exeept that fio more than two thedsand fout
hundred fifty-four (2454 tons shat be avaitabte for tse ta 20083: Notwithstanding section 14(a) of thisrule,
the U.S. EPA will deduct asretired any NO, allowancethat isrecorded under clause (G) and isnot deducted
for compliance in accordance with section 10(k) of this rule for the ozone control period in 2004 or 2005.
(J) NO, alowances recorded under clause (G) are treated as banked allowancesin 2005 for the purposes of
section 14(a) and 14(b) of thisrule.
(K) Sources that receive credit according to the requirements of this section may trade the credit to other
sources or persons according to the provisionsin thisrule.
(2) The department may issue to NO, budget units that demonstrate a need for an extension of the May 31, 2004,
compliance deadline according to the following provisions:
(A) The department shall initiate the issuance process by the later date of September 30, 2002, or after the
department issues credit according to the procedures in subdivision (1).
(B) The department shall complete the issuance process by no later than May 31, 2004.
(C) The department shall issue credit to a source only if the source demonstrates the following:
(i) For electricity generating units, compliance with the applicable control measures under thisrule
by May 31, 2004, would create undue risk for the reliability of the electricity supply. This
demonstration must include ashowing that it would not be feasible to import electricity from other
electricity generation systems during the installation of control technologies necessary to comply
with thisrule.
(i) For large affected units, compliance with the applicable control measures under this rule by
May 31, 2004, would create undue risk for the source or its associated industry to a degree that is
comparable to the risk described in item (i).
(iii) For aunit subject to thisrule and subdivision (1) that allows for early reduction credits, it was



not possiblefor the sourceto comply with applicable control measures by generating early reduction
credits or acquiring early reduction credits from other sources.
(iv) For aunit subject to an approved emissions trading program under thisrule, it was not possible
to comply with applicable control measures by acquiring sufficient credit from other sources or
persons subject to the emissions trading program.
(D) The department shall ensure the public an opportunity, through a public hearing process, to comment
on the appropriateness of allocating compliance supplement pool credits to a NO, budget unit under clause

(©).

(c) Thetotal number of NO, allowances availablefrom the compliance supplement pool shall not exceed nineteen thousand
nine hundred fifteen (19,915) tons of NO,. exeept thet fio more than two thousand four hundred fifty-four (2454 tons shalt be
avattabte for tise 1 2003: No more than fifty percent (50%) of the compliance supplement pool shall be alocated in 2003 for early
reductions implemented in 2001 and 2002. The remainder of the compliance supplement pool shall be alocated in 2004 for early
reductions implemented in 2003 and any demonstrations of need. Any NO, allowances that remain in the compliance supplement
pool after the 2005 ozone control period shall be retired.

*Fhese doctments are * This document is incorporated by reference. and Copies may be obtained from the
Government Printing Office, 732 North Capitol Avenue NW, Washington, D.C. 26462 20401 or are available for review
and copying at the Indiana Department of Environmental Management, Office of Air Quality, Indiana Government Center-
North, Tenth Floor, 100 North Senate Avenue, Indianapolis, Indiana46204. (Air Pollution Control Board; 326 | AC 10-4-15;
filed Aug 17, 2001, 3:45 p.m.: 25 IR 53; errata filed Nov 29, 2001, 12:20 p.m.: 251R 1184)

Notice of Public Hearing

Under IC 4-22-2-24, |C 13-14-8-6, and IC 13-14-9, noticeis hereby given that on April 16, 2003 at 1:00 p.m., at the
Indiana Government Center-South, 402 West Washington Street, Conference Center Room A, Indianapoalis, Indiana the Air
Pollution Control Board will hold a public hearing on proposed amendments to 326 IAC 10-3 and 326 IAC 10-4.

The purpose of thishearing isto receive commentsfromthe public prior to final adoption of these rules by the board.
All interested persons are invited and will be given reasonable opportunity to express their views concerning the proposed
amendments. Oral statementswill be heard, but for the accuracy of the record, all comments should be submitted in writing.

Additional information regarding this action may be obtained from rulewriter Suzanne Whitmer, Rule Development
Section, Office of Air Quality, (317) 232-8229 or (800) 451-6027 (in Indiana).

Individuals requiring reasonable accommodations for participation in this event should contact the Indiana
Department of Environmental Management, Americans with Disabilities Act coordinator at:

Attn: ADA Coordinator

Indiana Department of Environmental Management

100 North Senate Avenue

P.O. Box 6015

Indianapoalis, Indiana 46206-6015
or call (317) 233-0855. (TDD): (317) 232-6565. Speech and hearing impaired callers may contact IDEM via the Indiana
Relay Service at 1-800-743-3333. Please provide a minimum of 72 hours' notification.

Copies of these rules are now on file at the Office of Air Quality, Indiana Government Center-North, 100 North

Senate Avenue, Tenth Floor and Legidlative Services Agency, One North Capitol, Suite 325, Indianapolis, Indiana and are
open for public inspection.

Janet G. McCabe
Assistant Commissioner
Office of Air Quality



