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This paper is an introduction to one of the most complex and contentious areas of 
regulation under the Clean Air Act – the federal New Source Review (NSR) rules 
governing permitting of sources emitting air pollutants such as volatile organic 
compounds (VOC). It updates the author’s 2001 primer to cover the major changes to 
these rules that were published in December 2002. See 67 Fed. Reg. 80186 (Dec. 31, 
1992).  
 
Composite manufacturers need to understand the NSR program, both as revised and even 
more in its unrevised state, because: 
 
• All composite plants emit VOC, and those with open molding operations previously 

exempt from NSR may now be covered based on recently published Unified 
Emission Factors (UEFs). 

• Under these rules, seemingly inconsequential changes such as the installation of a 
conveyor on a lamination line may trigger an extremely burdensome permitting 
process and mandate the installation of horrendously expensive control systems. 
Often, these requirements can be avoided by prudent planning. .  

• Regulators aggressively enforce these rules, and commonly impose six-figure fines or 
greater on violators. 

• Composite production is “on the radar screen” for many regulators, due to both the 
new emission factors and the Maximum Achievable Control Technology (MACT) 
standards recently issued for the industry. 

• The new rule provisions provide new opportunities to avoid NSR, which will greatly 
simplify permitting, increase operating flexibility, and lighten the burden of 
compliance. But you must understand these provisions to take full advantage of them. 

 
NSR revisions are very controversial and will take effect in different states at different 
times. This introduces an additional layer of complexity, since the answer to any given 
NSR question will depend on the exact set of requirements applicable in that state at that 
time.  
 
This paper should enable composite manufacturers to understand NSR well enough to at 
least begin to determine whether these rules could apply at their plants, how this could 
affect them, and how best to avoid NSR or lessen its sting. 
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What is New Source Review? 
 
NSR is a regulatory program (a series of rules and policies) developed by USEPA and the 
states to implement requirements established in Parts C and D of Title 1 of the Federal 
Clean Air Act, 42 United States Code §§ 7470-7479; 7503, 7511. NSR has two subparts. 
The “prevention of significant deterioration” (“PSD”) program aims to preserve air 
quality in areas that meet or exceed air quality standards, while the “nonattainment new 
source review (“NNSR”) program aims to improve air quality in areas not meeting such 
standards for one or more pollutants, by reducing levels of those pollutants. The 
philosophy underlying NSR is simple: facility owners should be required to install the 
best control measures available when constructing new major sources, or when 
modifying existing major sources so that their emissions increase significantly.  
 
Among other pollutants, these requirements apply to volatile organic compounds (VOCs) 
such as resin monomers and paint solvents. VOC emissions are regulated because they 
are believed to contribute to the formation of ozone, for which USEPA has set National 
Ambient Air Quality Standards (concentration levels) to protect public health and 
environmental quality.  The agency has classified each county (and sometimes a major 
metropolitan area within) as to whether its ambient air meets (attains) acceptable air 
quality relative to the ozone standards.  Due to a recent change in the ozone standard, 
many more counties will become ozone nonattainment areas. For that reason, NNSR will 
soon be the governing branch of the NSR program for many if not most composites 
manufacturers.   
 
Conditions Triggering New Source Review for Composite Fabricators 
 
Composite fabrication plants are exposed to regulation under NSR because they are 
significant emitters of VOCs: primarily unreacted resin monomers, but also solvents from 
cleanup and painting operations. Accordingly, this paper will consider NSR rules only as 
applied to VOC emissions. We will define the term source operatively to mean a facility 
or project that includes one or more VOC emission units. (Although this is the NSR 
definition of “source”, non-NSR state permit programs may use a different definition.)  
  
 
Major Source Status NSR is only potentially applicable to a process change if either the 
plant is a major source of VOC prior to the project, or if the change itself is a major 
source. Major source status depends upon potential to emit and location attainment 
classification. Potential to emit (PTE) is the maximum possible (or permitted allowable) 
emission rate over the maximum possible (or permitted allowable) hours of operation, 
expressed in tons per year (TPY). In an ozone attainment area, a major VOC source is a 
plant with PTE of 250 TPY or more. Under nonattainment NSR, the maximum major 
source threshold depends on the severity of nonattainment, as indicated in the following 
table.  
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Attainment Status Major Source Threshold, TPY PTE 

Attainment 250 
Marginal or Moderate NA 100 
Serious NA or Ozone Transport 50 
Severe NA 25 
Extreme NA 10 

 
Los Angeles is the only “Extreme” area in the country. “Severe” nonattainment areas 
include Baltimore, the Chicago metropolitan area, the Houston metropolitan area, the 
Milwaukee-Racine metropolitan area, the New York metropolitan area (including 
Connecticut and New Jersey areas), the Philadelphia metropolitan area, and Sacramento, 
San Jose and Ventura counties in California.  
 
“Serious” areas and ozone transport areas are even more widespread. You can look up 
EPA’s ozone attainment classifications at http://www.epa.gov/air/oaqps/greenbk/ 
 
At a plant that is a minor (non-major) source prechange, NSR only applies if the change 
itself is major. This means that an existing facility in an ozone attainment area can have 
potential VOC emissions no higher than 498 TPY (249 before the change + 249 due to 
the change) without having to demonstrate during permitting whether NSR applies. 
Likewise, a facility in a serious nonattainment area can have potential VOC emissions no 
higher than 98 TPY before having to address NSR during permitting. 
 
The law states that any “physical change or change in the method of 
operation”(“PCCMO”) at a major source will trigger NSR if it causes a “significant” 
emissions increase. However, EPA regulations expressly state that the following 
activities are not PCCMOs.   
 
• A change in utilization or hours of operation not accompanied by any other PCCMO, 

and not violating any permit condition. For instance, increases associated solely with 
a business upturn are not covered changes. 

• Routine maintenance, repair and replacement (RMRR). 
• Raw material changes or fuel switches allowed by an existing NSR permit. 
• A pollution control project, under certain conditions. Note that a process 

improvement project incidentally reducing potential emissions might not be 
considered an exempt pollution control project. 

 
The distinction between exempt activities and covered PCCMOs is often a fine one. This 
is particularly true for RMRR. EPA has proposed rules defining RMRR, which have been 
very controversial. Final rules are expected later in 2003 and should be consulted.  
 
In summary: many common process modifications are PCCMOs, a source that is minor 
prechange and still minor postchange is not subject to NSR, and a minor source 
prechange that is major postchange is subject to NSR only if the change itself is major. 
Once a source is major, the “significance” of the change determines whether NSR 
applies.  
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Emissions “Significance” Levels A PCCMO at a major source can only trigger NSR 
if it causes a “significant” increase in emissions from the plant.  Significance thresholds 
are given below. 
 

Attainment Status Significance Threshold, 
TPY Actual Increase 

Attainment, Marginal NA, or Moderate NA 40 
Serious NA or Ozone Transport 25 aggregate over 5 yr period 
Severe NA 25 aggregate over 5 yr period 
Extreme NA Any 

 
 
For comparison to aggregate thresholds, the change increase is summed with all other 
increases and decreases in the five-year period including the change that maximizes the 
increase. (See 61 Fed. Reg. 38297-301 (July 23, 1996.) This means that NSR is triggered 
whenever the total net increase in emissions from all PCCMOs over a five year period 
exceeds 25 tons. For these areas, Congress repealed EPA’s long-standing policy that an 
emissions increase from a single PCCMO must exceed the “significance” levels before 
NSR can apply.  
 
In addition, if the facility is located within 10 kilometers of a “Class I area” (basically, a 
national park or wilderness area, see 40 CFR 81.401-407), any nonzero net increase may 
be considered significant depending on required computer modeling of ambient impact.  
 
EPA’s new NSR reform rule did not change the features of the program that are 
described above. However, it did dramatically change the method of computing when an 
emissions increase reaches the “significance” levels and triggers NSR. Given this major 
difference in accounting approaches it will often be essential to determine which set of 
rules applies in a state before evaluating NSR applicability.  
 
According to EPA’s web site, EPA’s PSD rules apply directly in twelve states. These are 
Hawaii, Illinois, Indiana, Massachusetts, Michigan, Minnesota, Nevada, New Hampshire, 
New Jersey, New York, South Dakota, and Washington. In California, a complicated mix 
of state and EPA rules applies. However, most of these states have ozone nonattainment 
areas in which the federal PSD rules do not apply to VOC. 
  
Although EPA has occasionally promulgated NNSR rules for a state, in general EPA has 
“approved” state regulations to implement the NNSR program. EPA has also approved 
state rules for PSD except in the 12 states listed above.  EPA’s NSR reform rule requires 
such “approved” states to amend their NSR rules to reflect EPA’s new rule, and gives 
them three years (until the beginning of 2006) to do this.  EPA’s authority to require 
states to abandon their own rules wholesale in this manner is being challenged in court. 
Even if EPA wins this lawsuit, there is no guarantee that states will amend their rules on 
the schedule or in the manner that EPA prescribes. 
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Under the EPA rules before December 2002, EPA generally compared the ”past actual” 
emissions from a changed unit with its “future potential” emissions. The “past actual” 
emissions were generally the emissions in the most recent two years, though the rules 
allowed other years to be selected. The “future potential” emissions were the maximum 
the source could emit physically, consistent with its permit limits. If the difference 
between the two were “significant”, NSR would be triggered.  
 
This actual-to-potential test of significance is severely restrictive. Sources are typically 
permitted at allowable levels well above their actual emissions, to build in a margin of 
safety for compliance assurance.  Under such conditions, virtually any covered change 
would be considered significant. An example of this is given later. 
 
EPA’s new rule changes the methods for computing both past emissions and future 
emissions when determining NSR applicability to existing units, including replacements 
for existing emissions units. (It does not change the rules for new sources or other new 
units. These will still be subject to NSR whenever their “potential to emit” exceeds the 
“major source” levels for a greenfield facility or the “significance” levels for a new unit 
at an existing facility.)  
 
Under the new rule, past emissions are called “baseline actual emissions”. Baseline 
actual emissions are the average unit emissions over any consecutive 24 months out of 
the 10-year period preceding the change. If a rule or permit change after the beginning of 
that 24-month period required an emission reduction, emissions prior to the rule change 
must generally be adjusted downward to reflect the new requirement.    
 
For existing emission units, projected actual emissions are to be based on a review of all 
relevant factors, and must include both fugitive emissions, to the extent quantifiable, and 
emissions from “start-ups, shutdowns and malfunctions.” There are currently no 
provisions specifying how utilization should be projected, and permits need not include a 
numerical limit to enforce compliance. Rather, the source must make and record a 
projection of its future emissions and a comparison of its actual emissions to these 
projected actual emissions. It must notify the permitting agency if the projection is 
exceeded and a “significant” emissions increase results. However, exceeding the 
projection is not automatically an NSR violation.  
 
For these records, emission increases unrelated to the change, such as those attributable 
solely to demand upturns that could have been met by permitted production capacity 
before the change, do not count towards the significance threshold and should be 
excluded from projected actual emissions.  In other words, only emissions reductions that 
are caused by the change will count towards NSR applicability. The new rule says 
remarkably little about how to show causation or its absence, or who has the burden of 
showing it.  
 
In practice, most facilities will err on the side of estimating the highest reasonably 
possible level of future emissions that will not trigger NSR. This requires picking the 24-
month period with the highest past emissions as a baseline, and setting projected actual 
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emissions at any level up to the significance level minus the baseline actual emissions. If 
this projection is too low to support production, then there are two ways to avoid NSR by 
limiting the collective significance of the change: accepting unit limits based on a netting 
analysis or accepting a plantwide applicability limit (PAL).  

   
Avoiding NSR by Netting The discussion till now has focused on a change at a single 
emitting unit at a source without considering emissions from any other units at the same 
location. Facilities that want to make a PCCMO that will cause a significant emissions 
increase at one unit may avoid NSR by committing to reduce actual emissions from other 
emissions units within the same source, or by claiming credit for emissions reductions at 
other units (beyond what was legally required) that have occurred in the recent past 
period contemporaneous with the change. This procedure is termed netting. That period 
is generally defined as extending from five years prior to the date that construction on the 
change begins to the date of its initial operation. If, over the contemporaneous period, the 
net actual emission increase facilitywide can be kept below the significance level, NSR 
may be avoided through a permit enforcing the netting analysis.  
 
Netting can quickly become very complex. Rules require that all contemporaneous 
changes be considered, both decreases and increases. Only actual reductions are 
creditable – reductions cannot be claimed for shutting down capacity that was never 
exercised. Reductions cannot be double-counted if used previously to net out of NSR 
requirements that would otherwise be in effect during the netting period. Any reductions 
that will be used for netting must be made legally enforceable – for example, included 
within a permit – and this must be done before construction begins on the change that 
will be netted out.   
 
Netting can be a painful exercise for a growing plant. To net out an emission increase due 
to a changed unit (projected actual postchange – baseline actual prechange) with a 
reduction on a second unit, potential emissions on the second unit must be reduced below 
its baseline actual emissions.  Often the only way to do this without jeopardizing process 
capacity is to install controls on the second unit.  
 
A complete discussion of netting is beyond the scope of this paper. However, a very 
simple example of this procedure will be reviewed later. While netting can avoid NSR, it 
is a complex, expensive, and time-consuming task. For this reason, many companies will 
first consider the approach described next to avoid NSR. 
 
Avoiding NSR by PAL Facilities adopting this approach will get their permitting 
authorities to set a plantwide cap on actual emissions (rolling 12-mo total) at a level equal 
to the sum of the baseline actual emissions of each existing emissions unit within the 
facility plus the significance level. The cap value is termed a plantwide applicability limit 
(PAL). Once the PAL has been established sources can make any changes they wish to 
existing emissions units, or install new emissions units, without any NSR permit 
procedures, as long as the total PAL limit is not exceeded. The philosophy behind the 
PAL is similar to netting in that it allows reductions at one emissions unit to negate 
increases at another, as long as source-wide emissions do not increase.   
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States can establish and have established PALs under the earlier NSR rules. However, 
EPA’s new rules made PAL requirements much more explicit, as summarized below.   
 
• A PAL must be made enforceable through a permit, which expires in 10 years and is 

renewable.  
• The permit can be amended by the permitting agency during its term to reflect new 

regulatory requirements.  
• If emissions declined during the term of a PAL permit, on renewal, the state may 

reduce the PAL based on the new baseline actual emissions. However no reduction 
need be made if the calculated new PAL limit is 80% or more of the original PAL, or 
if in the discretion of the agency a reduced limit is not warranted.  

• Generally a PAL cannot be increased without triggering NSR, though there are 
limited exceptions.  

 
The process for approving PALs is complex and beyond the scope of this paper. 
 
EPA will later propose rules to allow PALs based on allowable (vs actual) emissions. 
 
The principal advantages of a PAL are relative simplicity and enhanced operating 
flexibility. However, to date PALs have proved most useful for large and complex 
sources that must continually change their processes, like computer chip factories, auto 
assembly plants, and pharmaceutical manufacturing facilities. So for a composites plant 
making many different products employing a variable mix of raw materials and 
fabrication processes, a PAL may be very desirable. But for a relatively simple and stable 
operation such as a high-volume bathware plant, a PAL may not be worth the effort still 
required to establish it.   
 
Consequences of NSR 
 
Anyone seeking to construct or modify a plant subject to NSR must obtain a  permit 
before beginning construction. That permit will contain numerous conditions enforcing 
the specific requirements discussed below. 
 
NSR source in attainment areas will be required to meet PSD requirements. In particular, 
they must achieve emissions reductions at a level determined by use of the Best Available 
Control Technology (BACT). The Clean Air Act gives permitting authorities (including 
states) very broad authority to set BACT by balancing all the relevant factors. However, 
EPA has long pushed for the adoption of stringent BACT requirements. At a minimum, 
permit applications will have to include a detailed analysis of BACT alternatives in their 
permit application, and defend their choice. For a composite fabricator, candidates for 
VOC BACT would include capture/control by oxidation and pollution prevention. 
Further, the source must conduct an air quality analysis to ensure that proposed emissions 
after BACT will not jeopardize regional attainment status, or air quality in any nearby 
designated wilderness areas or parks. 
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For NNSR sources, the permit application must identify and propose the Lowest 
Achievable Emission Rate (LAER) for the subject pollutant. LAER is based on the most 
stringent level of control required under any state permit or achieved in practice by any 
similar source irrespective of cost-efficiency. LAER for VOC would almost certainly be 
capture/control by oxidation for any facility similar to those already controlled at the time 
of permit application. Further, the applicant would have to offset post-LAER emissions 
by reducing emissions from other company-owned sites nearby or by purchasing such 
reductions from others. The applicant would have to include an analysis demonstrating 
that the benefits of the proposed project outweigh the environmental and social costs of 
its construction where proposed, and would have to certify that all its facilities operating 
in-state comply with the Clean Air Act and the SIP. 
 
NSR poses a severe challenge for affected facilities. In addition to the cost of any 
required controls, NSR permits themselves are extremely complex, burdensome to 
obtain, and often difficult to live with. On a large project, several man-years of work can 
be involved in completing the permit application and all supporting documentation to the 
satisfaction of state permitwriters and USEPA regional reviewers, and in responding to 
comments from officials and the public. For most composite manufacturers, the best 
approach to NSR is to recognize what activities trigger these rules and plan them 
carefully to avoid or postpone NSR requirements.  
 
Common Changes at Composites Plants that Could Trigger NSR 
 
Consider a hypothetical plant with three emission sources (each a lamination line) built in 
1995 and located in a state where EPA’s new NSR rules are in effect.  Assume identical 
potential and actual emissions for each line, with all emissions calculated based on 
current UEFs. Facility potential to emit VOC is 450 TPY (150 TPY per line) in an 
attainment area where the major source threshold is 250 TPY potential. Actual VOC 
emissions over the last two years have averaged 210 TPY (70 TPY per line). The highest 
emission level in any consecutive 24-month period over the last 10 years has been 300 
TPY (100 TPY from each line). During that period, there have been no changes to rules 
limiting VOC emissions (for now, we ignore the impact of the new composite MACT 
standard).  
 
So with respect to NSR, we conclude that the facility is a major VOC source, and the 
baseline actual emissions may be set at 300 TPY (100 TPY for each line). Given these 
facts, let’s examine independently the status of two seemingly innocuous changes at this 
facility. 
 
Example 1: Replacement of a Manual Spray Operation with Spray Robots on Line 1     
This modification would be considered a covered change at an existing major source. No 
other lines are affected. Assume that potential emissions of the line after the change 
would be reduced by 20% to 120 TPY due to reduced overspray, certainly a benefit. 
There is no reason to believe that this modification would affect product demand. Under 
these conditions, since potential emissions would be reduced 20% for Line 1, baseline 
actual emissions for this line would be projected to do so as well by 20% to 80 TPY. So 
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the change in actual emissions for line would be calculated as 80 TPY projected actual 
postchange minus 100 TPY baseline actual prechange] or -20 TPY. Since the 40 TPY 
significance threshold would not be exceeded, this modification would not be subject to 
NSR.  
 
This example may seem trivial, but it would not be in states where the former NSR rules 
still apply. Prior to the 2002 NSR amendments, the actual emissions due to the change 
would have been calculated as postchange potential emissions (120 TPY) minus 
prechange representative actual emissions (which a regulator would argue should be 70 
TPY), yielding an actual increase of 50 TPY.  Under these more stringent criteria, this 
change would trigger NSR.  
 
However, it is possible to read the old rules to support an actual to actual accounting 
system very much like the one in the new rules, though EPA has historically opposed 
this. Now that EPA has endorsed the actual to actual approach, states might conceivably 
be more willing to adopt such a reading.  
 
Example 2: Installing a Mold-handling Conveyor System on Line 1 
The facility determines that installation of a conveyor system to move molds on Line 1 
will improve throughput, which is well below the maximum permitted. Since potential 
(allowable) emissions will not increase and the conveyor would affect no other line, 
management assumes they are free to make this change. But are they? 
 
The intent of the project is to maximize Line 1 production (any less is unacceptable), so 
postchange projected actual emissions would reasonably be set at 150 TPY potential. 
(The rules, however, would allow a source to estimate that the production increase would 
be less than this amount, though such a projection might  be hard to justify.) The other 
lines would be unaffected.  Postchange projected actual emissions plantwide would be 
350 TPY (150 + 100 +100). The actual emission increase due to the change is 50 TPY 
(350 - 300). Since the 40 TPY significance threshold is exceeded, we conclude that NSR 
applies unless avoidable through netting or a PAL. 
 
Management first considers netting. To simplify this exercise, assume that there have 
been no other emission changes during the netting period. The actual emission increase of 
50 TPY on Line 1 must be offset by actual emission decreases totaling 10 TPY (50-40) 
TPY elsewhere, resulting in a net increase of 40 TPY – just at the significance threshold. 
Management decides to reduce emissions on Line 2, which would be subject to a permit 
limit of 90 TPY (100 TPY baseline actual - 10 reduction) to enforce netting. After 
netting, plantwide potential (allowable) emissions will be 390 TPY (150 + 90 + 150) 
TPY, a reduction of 60 TPY (450-390).  The net result is a new permit that reduces 
allowable emissions 40% on Line 2, and reduces allowable emissions plant wide over 
13%. 
 
This seems too restrictive on Line 2, so management next considers a PAL to avoid NSR. 
Since baseline actual emissions total 300 TPY, a PAL capping total plant potential 
emissions to 340 TPY would avoid NSR. The net result is a PAL permit that reduces 
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plantwide allowable emissions 110 TPY (450 – 340) or about 24% (110/450), without 
affecting the allowable emissions from each individual source.  That limit would be in 
effect 10 years, barring new rules that require its adjustment midterm. 
 
The PAL yields more favorable results than netting, but management is reluctant to lock 
in an emission cap for 10 years. Could they do better through other “creative” permit 
strategies? For instance, could they seek a permit imposing limits that would exempt 
them now (so that the conveyors could be installed without an NSR permit) and then 
request that those limits be eliminated soon after? Alternatively, could they break up this 
project into phases so that NSR might be postponed or avoided entirely?  In either case 
the answer is no - EPA would consider these activities to be NSR circumvention through 
sham permitting. 
 
Debottlenecking: New Rules Coming Soon 
 
Debottlenecking is best understood by example. Consider an open molding plant with a 
lamination line and a painting line, where all parts are painted before shipment. Both 
lines are permitted at individual maximum capacity, which is higher for the painting line.  
Actual production capacity through the plant is constrained or bottlenecked by the 
lamination line capacity, and removal of that constraint by modifying the lamination line 
is therefore termed debottlenecking.  
 
Determining whether NSR applies to such projects is complicated by the fact that actual 
emissions of both the lamination line and the painting line would increase. Among other 
issues, how does the projected emission increase at the painting line affect NSR?  
Historically, EPA has required sources to consider the “upstream” and “downstream” 
effects of a debottlenecking change, as well as its effect on emissions at the modified 
unit, in determining whether NSR would be triggered. However, EPA has generally only 
required controls on the unit that was actually modified. 
 
EPA will propose new rules addressing the applicability of NSR to debottlenecking 
projects. Reportedly, these rules will say that “upstream” and “downstream” effects of a 
debottlenecking change need only be considered if they would require a change in the 
permit limits for the upstream or downstream unit.  
 
Impact of Unified Emission Factors on NSR 
 
Many open molding plants that were previously minor VOC sources under NSR will find 
themselves major sources once their emissions are recalculated using the new Unified 
Emission Factors (UEF). Further, relatively small changes at these major sources will 
prove significant using the UEF. This affects potential, actual, and projected actual 
emissions, and complicates permitting in shops that make many different types of 
products using a variety of resins. 
 
Consider first the determination of potential emissions when permitting a source, 
irrespective of NSR considerations. If possible, potential emissions should be set 
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optimally based on the “worst-case” – the product and resin application process that both 
can be physically accommodated by the source and that results in the highest emissions 
allowable without triggering a control requirement. This maximizes flexibility to 
accommodate unexpected business turns.  However, because there are so many individual 
process emission factor equations within the UEF, the calculation of optimal potential 
emissions can become quite complex. 
 
The multiplicity of emission factors also complicates calculation and projection of actual 
emissions.  Further, it will be important to justify projections, since permitting agencies 
have discretion to reject them as unsupported, in which case projected actual emissions 
will be set at potential emissions by default. The complexity of the UEF may cause 
confusion among regulators unfamiliar with the composites industry, which could 
increase the effort required to defend projections. 
 
Finally, actual emissions across an NSR baseline period may require considerable upward 
adjustment if those emissions were calculated using lower emission factors replaced by 
the UEF.   
 
Composites MACT and NSR 
 
MACT and NSR Applicability in General.  The MACT standard for reinforced plastics 
composite production (40 CFR 63 Subpart WWWW) applies to most every composites 
plant large enough to be concerned with NSR. Sources complying with MACT must 
reduce emissions of styrene and methyl methacrylate (both VOC) either through 
pollution prevention (work practices, monomer content, equipment specifications (mixer 
covers, pultrusion enclosures), or add-on controls.  How does MACT compliance affect 
NSR applicability? 
 
 MACT requirements would be federally enforceable. As such, they would affect 
potential emissions, projected actual emissions and actual emissions as calculated under 
NSR. Some shops will find they are no longer major VOC sources after implementing 
MACT, and as such will be exempt from NSR.  
 
Can MACT Reductions Generate “Netting Credits”?  Sources that will still be 
“major” after MACT compliance will probably see a reduction in their actual emissions 
of VOC. According to EPA guidance issued before the new NSR rules were 
promulgated, this reduction can be used as “netting credits” to offset emission increases 
from PCCMOs elsewhere in the plants, or even at the same unit, as long as the SIP did 
not rely on those reductions as part of its “attainment strategy”. See Seitz “Crediting of 
Maximum Available Control Technology (MACT) Emission Reductions for New Source 
Review (NSR) Netting and Offsets”, Nov 12, 1997. However, this same memorandum 
states that VOC reductions from MACT compliance cannot be used in nonattainment 
areas as “offsets” for emissions increases at other facilities. 
 
EPA’s new rules qualify this guidance without repealing it. In most cases, they require 
sources to reduce their “past actual” emissions to reflect the impact of control 
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requirements that became applicable to the source after the past year in question. Thus, 
they tighten the prior rule, which allowed those “past actual” emissions to be used at the 
actual, unreduced level. However, they expressly state that no such “normalization” is 
required for reductions from MACT standards unless “the State has taken credit for such 
emission reductions in an attainment demonstration or maintenance plan”.  

 
In short, it appears that VOC reductions resulting from MACT compliance may be 
useable to offset VOC increases from plant expansion and avoid NSR as long as the 
source involved is located either (1) in an area that attains the ozone standard or (2) in an 
area that has the old NSR rule in effect or (3) in a nonattainment area with the new rule 
that does not claim credit for the VOC reductions from composites MACT compliance. 
Could a project consisting of changes designed solely to comply with MACT (and not 
increasing production) trigger NSR?  Projects involving controls must be considered 
separately from those involving pollution prevention. 
 
Could MACT Compliance Trigger NSR? Installation of an oxidizer for VOC control 
could lead to NOx increases above the “significance” levels. However, EPA has always 
recognized oxidizer installation as a pollution control project that does not trigger NSR. 
The source would have to ensure that its NOx emissions increase would not violate the 
air quality standards or “increments” and would not damage the “air quality related 
values” of Class I areas. The source would also have to offset its NOx emissions increase 
if it was located in a nonattainment area.  
 
Pollution prevention projects would also reduce VOC emissions rates. There may be 
some question whether a given pollution prevention project would qualify for EPA’s 
pollution control project exclusion. . But even if not, a pollution prevention project not 
affecting production rate must result in an actual emissions decrease, whether measured 
under the revised rules (post-MACT projected actual emissions minus pre-MACT 
baseline actual emissions) or the old rules (post-MACT potential emissions minus pre-
MACT actual emissions). NSR would be avoided in either case. 
 
Can MACT Satisfy BACT or LAER Requirements?  If NSR cannot be avoided, 
would its control requirements – BACT in attainment areas and LAER in nonattainment 
areas – be satisfied by MACT? There is little doubt that MACT-required control systems 
such as thermal oxidizers, which must capture and control 95% of process emissions, 
would be considered LAER and by default BACT.  But what about sources complying 
with MACT through pollution prevention? 
 
When developing the composites MACT standard, EPA considered adoption of the 95% 
control requirement for all composite processes at all plants.  In doing so, it was required 
to weigh the added benefit of control vs pollution prevention against the added cost per 
ton (cost-efficiency) and adverse impacts (energy use, oxidizer emissions).  As a result of 
this evaluation, 95% control was imposed on new composite plants only where 
technically similar plants had already installed it. One can make a strong case that this 
process is equivalent to a BACT analysis (see Reference 5), and on that basis pollution 
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prevention required under MACT satisfies BACT except for those plants where MACT 
already requires add-on controls. 
 
The case for LAER is less clear. As a matter of policy, states interpret LAER to require 
that costs not be considered in any way – the most effective technically achievable 
control is LAER by default. It may be possible to argue this point legally, but that is 
beyond the scope of this paper. The technical issue is whether capture and control is 
technically feasible at composite plants that were not required to install it under MACT. 
Again, see Reference 5 for further details on this issue. 
 
Sources that meet BACT or LAER and comply with all other NSR requirements are 
classified as Clean Units under the amended rules. Irrespective of actual emissions 
increases, changes at Clean Units are exempt from NSR if they do not increase potential 
emissions from the unit. 
 
The amended NSR rules provide a means for sources reducing emissions for reasons 
other than NSR (such as to comply with MACT) to earn Clean Unit status. But that 
process is complex and could be prohibitively expensive, especially in attainment areas. 
 
Conclusion: An Action Plan for Composite Fabricators 
 
The amended NSR rules are still complex, and the consequences of misunderstanding 
them can be severe.  The NSR Flowchart at the end of this paper can be used by 
composite fabricators as a guide for an action plan to assess and reduce the potential 
impact of these rules.  Key elements of such a plan are discussed below. 
 
1. Gather baseline information Before your NSR status can be evaluated, you must 

know your potential emissions, and the ozone attainment status of the county in 
which you are located.  If you are in an ozone nonattainment county or one that is in 
an ozone transport region, you must confirm the precise non-attainment classification 
(which can change over time) and determine the NSR thresholds and applicability 
rules that this classification triggers.  Finally, if you prove to be a major source, you 
must know your actual emissions over the last 10 years, and whether you are within 
10 kilometers of a Class I area.  

 
2. Determine whether you are a major NSR source  If potential emissions are 

below the major source threshold, you are a minor source, and are exempt from NSR 
unless you install a change that itself is major. Otherwise, you are a major source, and 
need to consider the significance of any changes.  Note that if your potential to emit 
VOC exceeds the twice the major source threshold minus two TPY, you should have 
already considered NSR when permitting.  

 
3. Identify covered changes and test for individual significance              If you are 

within 10 kilometers of a Class I area, any covered change may be significant 
depending on dispersion modeling. For other changed units, if postchange projected 

13 



ECRM 

actual emissions minus prechange baseline actual emissions exceed the significance 
threshold, NSR applies unless avoidable through netting or PAL capping. 

 
4. Decide when you need help, and get it Many composite fabricators are sufficiently 

well versed to undertake Steps 1-2 with little outside assistance. However, few 
fabricators will have the internal resources to conduct a netting analysis or negotiate a 
PAL without technical assistance. If NSR cannot be avoided, acquisition of an NSR 
permit will certainly require contract consulting services. Finally, if you suspect you 
may have unintentionally “missed” NSR, you could be facing enforcement action and 
will want legal as well as technical assistance.  

 
EPA does not require sources to review their own past conduct to determine whether they 
violated NSR. However, it is conceivable that taking some of the steps discussed above 
might lead you to conclude that the source violated NSR requirements sometime in the 
past. If so, the Title V regulations and EPA guidance concerning them require you to 
report that conclusion to your permitting authority.  
 
It bears repeating: New Source Review is still very complex, extremely burdensome, and 
aggressively enforced. Careful planning and flexible permitting of expansions and 
modifications can help you avoid or postpone this program.  Any noncompliance must be 
addressed as quickly as possible to minimize liability. The first step is knowing where 
you stand. 
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FEDERAL NEW SOURCE REVIEW FLOWCHART 
 
 
Enter the following information, then follow the flowchart. 
 
Plant Prechange Potential to emit VOC:   ______________ TPY = B1 
Project Postchange Potential to emit VOC:  ______________ TPY = A1 
Project Postchange Projected Actual VOC  ______________ TPY = A2  
Project Prechange Baseline Actual VOC   ______________ TPY = B2 
Project Prechange Actual Emissions over last 2 yrs  ______________ TPY = B3 
Project Actual Emission Increase (old rules)  ______________ TPY = Co = A1-B3 
Project Actual Emission increase (new rules)  ______________ TPY = Cn = A2-B2     
County Status for Ozone:    ______________ 
(attainment/unclassified, nonattainment, ozone transport) 
Within 10 KM  (6.2 MILES) of Class I area?   ______________ Y/N 
VOC Major Source Threshold:    ______________ TPY = Tms 
VOC Significant Change Threshold:   ______________ TPY = Tsc 
 
 
 
 
     N    N 
START  
 
 
 
        Y      Y  
 
            N      N  N 
 
 
        
     Y      Y  
 
         N  
 
 
 
 
     Y 
           
            N 
 
 
       
 
            Y  

IS YOUR PLANT 
A MAJOR VOC 
SOURCE – IS  
B1 <= Tms? 

IS THERE A 
CHANGE 

COVERED 
UNDER NSR? 

IS THE CHANGE 
SIGNIFICANT - IS  
Co OR Cn > Tsc 

OR IS PLANT < 10 KM 
FROM A CLASS I AREA?

IS THERE A 
CHANGE 

COVERED 
UNDER NSR? 

IS THE CHANGE A 
MAJOR SOURCE – 

IS A1 >= Tms? 

NSR MAY APPLY 
UNLESS PLANT 

CAN “NET OUT” OR 
“CAP OUT” (PAL) 

 
NSR DOES 
NOT APPLY

NSR APPLIES – 
PLANT CANNOT  

“NET OUT” 

MISSED NSR - 
B1 > 2Tms – 2 
AND NSR NOT 
CONSIDERED? 
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