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ATTACHMENT A

PROPOSED CHANGES TO REGULATIONS
Proposed 310 CMR 7.28

Option 2

and 

Option 3
AND 

Existing 310 CMR 7.27
ATTACHMENT A

Proposed Changes to Proposed Regulations 
Option Two
310 CMR 7.28 NOx Allowance Trading Program

Add or change the following sections from the July 1999 proposed 310 CMR 7.28:

















Add the following definitions to 310 CMR 7.28(2)






















Existing budget unit means, for a given control period, a budget unit which has operated in two or more ozone seasons four or more years prior to the control period.  Once a unit meets the criteria to be an existing budget unit, it will retain that classification.  
 







New budget unit means any budget unit which is not an existing budget unit.
Change 7.28(3)(a) to read:



















(3)  The Massachusetts NOx Emission Budget
(a)  For each year from 2003 onward the Massachusetts NOx state trading program budget is 12,861 tons of NOx  for each control period.

Change 7.28(5)(a) and (b) to read:



(a) 








(5)  General Provisions
(a)  Beginning May 1, 2003, any person who owns, leases, operates or controls a budget unit must, by November 30 of each calendar year, possess a number of current year or banked NOx allowances in the budget unit's compliance or overdraft accounts that are available for compliance under 40 CFR 96.54, equal to or greater than the total tons of NOx emitted by that budget unit from May 1 through September 30 of that year.  Allowances for which transfer requests have been submitted in accordance with 310 CMR 7.28(10) by November 30 are considered to be in the compliance or overdraft account.

(b)  Any person who owns, leases, operates or controls a new budget unit must notify the Department when it commences operation.  Any person who owns, leases, operates or controls a new budget unit may request allowances from the Department in accordance with 310 CMR 7.28(6).  
Change 7.28(6)(a), (b), (c), (d) and (i) to read: 




(6)  Allowance Allocation
 (a)   New Unit Set-Aside
1. The Department will allocate 5% of the Massachusetts NOx state trading program budget to a new unit set-aside account for each calendar year from 2003 onward.  New budget units may request allowances from this new unit set-aside account according to the procedures in 310 CMR 7.28(6)(c), and the Department will allocate allowances from the new unit set-aside account to the new budget unit.  If, in total, new budget units request more allowances than are available in the new unit set-aside account for that calendar year, including those available under 310 CMR 7.28(6)(a)2, then allowances will be allocated to the new budget units by the Department on a pro rata basis.
2.  In any calendar year, if new budget units request more allowances than are available in the new unit set-aside account, then a maximum of 2% of the Massachusetts NOx state trading program budget from the public benefit set-aside account may be transferred to the new unit set-aside account to satisfy new budget unit requests.  Allowances requested under 310 CMR 7.28(6)(b)1 will be allocated before any transfers to the new unit set-aside can be made.

3.  Unused allowances will be banked in the new unit set-aside account.  After the compliance determinations are complete for a calendar year, if the number of banked allowances in the new unit set-aside account is 15% or greater of the total Massachusetts NOx state trading program budget, any banked allowances in excess of 5% of the Massachusetts NOx state trading program budget will be allocated to existing sources on a pro rata basis. 
4.  After a new budget unit has operated in two ozone seasons it becomes an existing budget unit and the Department will allocate allowances for future ozone seasons according to 310 CMR 7.28(6)(d).  The unit will continue to receive allowances from the new unit set-aside according to 310 CMR 7.28(6)(c) until the control period for which it has first been allocated allowances under 310 CMR 7.28(6)(d).  

(b)   Public Benefit Set-Aside
1.  The Department will allocate 5% of the Massachusetts NOx state trading program budget to a public benefit set-aside account to provide for allocations for energy-efficiency and renewable energy use.  The Department will distribute the allowances to persons not subject to 310 CMR 7.28 (i.e., people who do not own NOx emitting electric generating units) in accordance with procedures developed by the Department.  If there are more requests for allowances than are available in the public benefit set-aside account in that calendar year, including those available under 310 CMR 7.28(6)(b)2, then allowances will be allocated on a pro rata basis.

2.  In any calendar year, if requests for allowances from the public benefit set-aside total more allowances than are available in the public benefit unit set-aside account, then a maximum of 2% of the Massachusetts NOx state trading program budget from the new unit set-aside account may be transferred to the public benefit set-aside account to satisfy those requests.  Allowances requested under 310 CMR 7.28(6)(a)1 will be allocated before any transfers to the public benefit set-aside can be made.


3.  Unused allowances will be banked in the public benefit set-aside account.  After the compliance determinations are complete in any calendar year, if the number of allowances in the public benefit set-aside account total 15% or greater of the Massachusetts NOx state trading program budget, any banked allowances in excess of 5% of the Massachusetts NOx state trading program budget will be allocated to existing sources on a pro rata basis. 


(c)  Allocation process for new budget units 

1.  Any person who owns, leases, operates or controls a new budget unit may request that the Department allocate allowances to the unit from the new-unit set-aside account pursuant to 310 CMR 7.28(5)(b). Allowances will be allocated to the overdraft account for each facility, or for facilities with only one budget unit, to the unit's compliance account.  By October 15 of each year each new budget unit which has not received an allocation of current year allowances may request that the Department allocate allowances to that unit.  By November 15 of each year the Department will allocate allowances from the new-unit set-aside account to new budget units using the following formulae: 

a.  For electric generation:

(MW) * (0.2lbs/MWh)
2000 lbs/ton

Where MW = Actual net electric output for the current year's ozone season in megawatt hours.
b.  For steam generation: 

(SO) *  (0.44 lbs/MMBtu output)

2,000 lbs/ton

Where  SO = Actual net steam output for the current year's ozone season in MMBtu.
 
(d)   Allocation process for existing budget units

1.   Except as stated in 7.28(6)(d)2, for each control period from 2003 onward, the Department will allocate allowances to existing budget units using the formulae in 7.28(6)(d)1.  Allocations will be made by April 1 of each year, three years before the control period the allowances are first usable.  Allowances will be allocated to the overdraft account for each facility, or for facilities with only one budget unit, to the unit's compliance account.  If a name or Office of Regulatory Information Systems (ORIS) code change occurs for a facility after 310 CMR 7.28 is promulgated the Department will incorporate that change in its allocation process. 
a.   For electric generation:


UUA(y) = AEO(y-5, y-4) * 1.5 lbs/MW-hr


UAA(y) = UUA(y) * (Allowance available for allocation)/sum of all UUA(y)

b.  For steam generation:

UUA(y)= ASO(y-5, y-4) * 0.44 (lbs/MMBtu output)

UAA(y)=UUA(y) * (Allowances available for allocation)/sum of all UUA(y)


Where: 
UUA(y) = a unit's unadjusted allocation for year y




AEO(y-5, y-4) = a unit's average net output in MW-hrs for the control periods 5 and 4 years prior to year y

            ASO(y-5,y-4) = a unit’s average net steam output in MMBtu for the control

periods  5 and 4 years prior to year y

UAA(y) = a unit's allocation, adjusted so the total control period allocation does not exceed the Massachusetts state trading program budget.

For the control period of 2003 only, the Department will use the average of the highest two years from 1994 through 1998 to determine the existing budget unit's output for the above equations.   The Department may use heat input providing useful steam output as a surrogate for steam output in the above equation as necessary.  
If a budget unit has less than two ozone seasons of operation the first time it receives an allocation under 310 CMR 7.28(6)(d), the Department will pro rate one partial ozone season to a full ozone season.

2.  For control periods 2003 through 2005, the existing budget units in Table 1 will receive the allocation listed in the table.  Beginning with the allocation for control period 2006, the existing budget units in Table 1 will be allocated allowances according to 7.28(6)(d)1.
PROPOSED 310 CMR 7.28(6)

TABLE 1

NOx Allowance Allocation, 2003 – 2005



Ozone Season

NAME
ORIS Code
Allowance Allocation

Braintree
01660
76

General Electric Lynn
10029
60

MA Bay Transit Authority
10176
6

MA Water Resources Authority
10823
37

Peabody
01658
19

Taunton
01682
92



i. 


i. 











(i)  
1.  Any person who owns, leases, operates or controls a new budget unit which repowered an existing budget unit, as determined by the Department, must choose one of the following options before the new budget unit commences operation:



a.  receive allowances under 310 CMR 7.28(6) as a new unit, and remit allowances equal to the allocation for the existing unit to the Department, if already allocated; or,



b.  retain the allocation for the existing unit, and receive no allowances from the Department's new unit set-aside account for the new budget unit.


2.  If the person who owns, leases, operates or controls the new budget unit does not indicate to the Department before the unit commences operation which option in 310 CMR 7.28(6)(i)1. is chosen, the Department will choose an option.

Add new section 7.28(13)(e):
(e)  By October 15 of each year, any person who owns, leases, operates or controls a new or existing budget unit must report to the Department each facility's metered net electric and steam output for that year's ozone season.  Net electric output must be reported in megawatt-hours, and steam output in MMBtu.  If data for steam output is not available, the person may report use heat input providing useful steam output as a surrogate for steam output.  

Proposed Changes to Proposed Regulations
Option Three

Change the following sections from the changes for Option Two:


Add the following definitions to 310 CMR 7.28(2)

Existing budget unit means any unit which commenced operation before [date of promulgation], or for a given control period, a new budget unit which has operated in two or more ozone seasons four or more years prior to the control period.  After a unit meets the criteria for an existing budget unit, it will retain that classification.  

New budget unit means any budget unit which commences operation after [date of promulgation].


Change Table1 to read

PROPOSED 310 CMR 7.28(6)

TABLE 1

NOx Allowance Allocation, 2003 – 2005



Ozone Season

NAME
ORIS Code
Allowance Allocation

Braintree
01660
70

General Electric Lynn
10029
55

MA Bay Transit Authority
10176
6

MA Water Resources Authority
10823
34

Peabody
01658
18

Taunton
01682
85

 





























































































b. 
(i) 
(ii) 





















































































Proposed Changes to Existing Regulations 
310 CMR 7.27 NOx Trading Program

Add the following section to 310 CMR 7.27(11):

Add section 310 CMR 7.27(11)(q) to add the option to use 40 CFR Part 75 Subpart H for monitoring requirements:   


(q)  Any person subject to 310 CMR 7.27(11) may satisfy the NOx emission monitoring requirements of 310 CMR 7.27(11) by meeting the monitoring requirements of 40 CFR Part 75 Subpart H.  




This information is available in alternate format by calling our ADA Coordinator at (617) 574-6872.
DEP on the World Wide Web:  http://www.magnet.state.ma.us/dep
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