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NOTICE

Thistechnical report does not necessarily represent final EPA decisions or positions.

It isintended to present technical analysis of issues using data that are currently available.
The purpose in the release of such reportsis to facilitate the exchange of
technical information and to inform the public of technical developments which
may form the basis for a final EPA decision, position, or regulatory action.



NOTICE

This guide was prepared pursuant to section 212 of the Small Business Regulatory
Enforcement Fairness Act of 1996 (“SBREFA”), Pub. L. 104-121. The statements in this
document are intended solely as guidance to aid you in complying with Control of Emission of
Air Pollution from New Motor Vehicles: Tier 2 Motor Vehicle Emission Standards and
Gasoline Sulfur Control Requirements (65 FR 6698, February 10, 2000). In any civil or
administrative action against a small business, small government or small non-profit organization
for a violation of the Tier 2 Motor Vehicle Emission Standards and Gasoline Sulfur Control
Requirements, the content of this guide may be considered as evidence of the reasonableness or
appropriateness of proposed fines, penalties or damages. EPA may decide to revise this guide
without public notice to reflect changes in EPA's approach to implementing this rule or to clarify
and update text. To determine whether EPA has revised this guide and/or to obtain copies,
contact EPA’s Small Business Ombudsman Office at www.epa.gov/sbo or 800-368-5888 or the
Office of Transportation and Air Quality at www.epa.gov/otaq or c¢/o Mr. Tad Wysor, 734-214-
4332.



http://www.epa.gov/sbo
http://www.epa.gov/otaq

Introduction

This document is intended to assist small businesses in complying with the
Environmental Protection Agency (EPA) rule commonly known as the “Tier 2 and Gasoline
Sulfur” program. The complete name of the rule is “Control of Emission of Air Pollution from
New Motor Vehicles: Tier 2 Motor Vehicle Emission Standards and Gasoline Sulfur Control
Requirements” and it can be found in the Federal Register for February 10, 2000 beginning on
page 6698 (65 FR 6698). Since the final rule was published, EPA has issued technical
amendments to correct and clarify several aspects of the rule. (See
http://www.epa.gov/otag/tr2home.htm and click on “Final Rulemaking Documents” for the rule,
the technical amendments, and related information.)

This program establishes more protective tailpipe emissions standards for all passenger
vehicles, including sport utility vehicles (SUVs), minivans, vans and pick-up trucks. The new
standards are required beginning with the 2004 model year. This regulation marks the first time
that SUVs and other light-duty trucks—even the largest passenger vehicles—are subject to the
same set of national pollution standards as cars.

In the same program, EPA established much more stringent requirements for sulfur in
gasoline that will ensure the effectiveness of the highly-efficient emission-control systems that
the new vehicles will use. Most refiners will respond to these sulfur standards by adding new
equipment to remove sulfur from their gasoline production.

When the new tailpipe and gasoline sulfur standards are implemented, Americans will
benefit from the clean-air equivalent of removing 164 million cars from the road. New passenger
vehicles will be 77 to 95 percent cleaner than those on the road today and gasoline sulfur content
will be 90 percent lower than gasoline today.

What Does the Tier 2 and Gasoline Sulfur Program Require?
For Vehicles...

For companies that produce new vehicles (or convert vehicles to meet new-vehicle
emission standards), EPA administers a large program that assures that these vehicles are
certified to meet the appropriate emission standards in effect at the time they are sold and
continue to meet the standards on the road for the useful life of the vehicle. In general, the new
Tier 2 program will not affect the overall vehicle emission compliance program. What will
change is the emission levels themselves, which are significantly more stringent than today’s
standards.

While establishing more stringent emission requirements, the Tier 2 program also
includes several provisions to provide flexibility and ease compliance. An averaging system will
allow vehicle makers to certify vehicles at more than one emission level so long as their overall
production meets a low average emission level (including 0.07 gram per mile for nitrogen
oxides). Also, during the early years of the program, a phase-in program will allow higher
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corporate average emissions while manufacturers move toward the final standards.

Small companies that certify vehicles tend not to mass produce new vehicles but rather
convert existing vehicles to meet current standards or to meet current standards on a different
fuel. This market segment includes, for example, the companies that convert a vehicle purchased
in another country to meet U.S. standards or that convert a vehicle to run on alternative fuels.
The table below lists the small business criteria for vehicle manufacturers and converters. The
overall compliance program for vehicles has special provisions for small volume manufacturers
(regardless of whether or not they are small businesses according to the criteria below).

In addition, the new Tier 2 program includes a requirement that manufacturers begin to
phase in the production of Tier 2 compliant vehicles in 2004. However, the Tier 2 program also
allows small entities that certify vehicles to postpone any production of Tier 2 compliant vehicles
until the end of the phase-in period. This provision will allow these small entities the maximum
time to prepare for certification to the new stringent standards.

There are currently about 40-50 companies that have received Certificates of Conformity
or are likely to seek certification that we believe meet the small business criteria below. Our
compliance staff have been working individually and collectively with these businesses on issues
relating to the Tier 2 standards and broader compliance issues. If your business is considering
certifying new or newly-converted vehicles and has not already contacted EPA, please do so as
soon as possible at the contact number listed below.

For Gasoline Producers...

The new Gasoline Sulfur program will require refiners to produce gasoline at a much
lower sulfur level than today’s gasoline. After a short phase-in beginning January 1, 2004,
refiners will meet an average sulfur standard of 30 parts per million of sulfur and a per-gallon
sulfur cap of 80 parts per million.

For this program, refiners are defined as “small” if they have less than 1500 employees
company-wide and a total crude oil capacity of less than 155,000 barrels per calendar day (see the
table below). Refiners that meet these criteria will have a temporary gasoline sulfur requirement
that is less stringent, depending on its gasoline 1997-98 sulfur level. In order that low sulfur
gasoline reach the vehicles that need it, refiners and others in the distribution system have
gasoline testing, reporting, and record-keeping requirements, most of which is very similar to
those in the existing fuel programs.

EPA has approved “small refiner” status for 10 refiners and has been in contact routinely
with these companies individually and as a group during the development of the rule and since
the final rule was issued. In addition to using the materials in this Guide, we encourage these and
any other refiners, importers, and businesses that distribute and market gasoline to continue to
contact EPA with any questions or concerns (see the contact information below).

Who should use this Guide?



The table below gives some examples of entities that may have to comply with the
regulations and the criteria for deciding whether they qualify as “small.”

Industries Containing Small Businesses Potentially Affected by Today’s Rule

Industry NAICS? SICP Defined by SBA as a
Codes Codes Small Business If:°
Motor Vehicle Manufacturers | 336111 3711 < 1000 employees
336112
336120
Alternative Fuel Vehicle 336311 3592 < 500 employees
Converters 541690 8931
336312 3714 < 750 employees
422720 5172 < 100 employees

454312 5984 7549 || < $5 million annual sales
811198 8742

541514
Independent Commercial 811112 7533 7549 | < $5 million annual sales
Importers of Vehicles and 811198 8742
Vehicle Components 541514
Petroleum Refiners 324110 2911 < 1500 employees®
Petroleum Marketers and 422710 51715172 || < 100 employees
Distributors 422720

NOTES

a. North American Industry Classification System

b. Standard Industrial Classification system

¢. According to SBA’s regulations (13 CFR 121), businesses with no more than the listed number of employees or
dollars in annual receipts are considered “small entities” for purposes of a regulatory flexibility analysis.

d. For purposes of the Tier 2 and Gasoline Sulfur rule, the “small refiner” criteria also require that the refiner have a
crude capacity of less than 155,000 barrels per calendar day.

How do I obtain a copy of the rule?

You will find the complete requirements and flexibility provisions that apply to vehicle
manufacturers and converters and to refiners, distributors, and marketers of gasoline under the
Tier 2 and Gasoline Sulfur rule, as well as the more recent technical amendments to this rule, are
available electronically at the following web site:
http://www.epa.gov/otag/tr2home.htm under Final Rulemaking Documents. We encourage
companies involved in any of these businesses to use these documents as the ultimate guide to
compliance. See the contacts listed below for any questions or concerns.
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Where do | go for help?

A wide range of information about the Tier 2 and Gasoline Sulfur rule may be found at
the following web sites: http://www.epa.gov/otag/tr2home.htm and
http://www.epa.gov/otag/cert/dearmfr/dearmfr.htm. You can reach staff in EPA’s Office of
Transportation and Air Quality by telephone or email:

- For questions about compliance with the Tier 2 vehicle program: Mr. Russ Banush at
734-214-4925 or banush.russell@epa.gov.

- For questions about compliance with the Gasoline Sulfur program: Mr. Tad Wysor at
734-214 4332 or wysor.tad@epa.gov.

What does this Guide include?

Since the time the final rule was issued in early 2000, EPA has held several workshops,
published Question-and-Answer documents, and issued formal guidance letters relating to
compliance with this rule. In each of these presentations and documents, information of
particular interest to small businesses was highlighted and placed in the larger context of the
overall requirements that these entities are responsible for meeting. In a number of cases, EPA
formally addressed the issues in technical amendments to the rule (see web site reference above).
All of these materials are available at the web site listed above under

This Small Entity Compliance Guide compiles information from these workshops,
Question and Answer documents, and guidance letters. The material is organized into two main
categories reflecting the two main types of business that are subject to the Tier 2 and Gasoline
Sulfur rule: 1) small businesses that seek a Certificate of Compliance for newly manufactured or
converted light-duty vehicles or light-duty trucks, and 2) small refiners producing gasoline.
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Appendix A. Materials Relating to Compliance by Small Entities with the Tier 2 Vehicle
Emission Standards

- Tier 2 Exhaust and Evaporative Emission Standards, Industry/EPA Workshop, March 21,
2001

- Announcement of Independent Commercial Importer Workshop on March 27, 2002 1-4
pm at EPA and Guidelines for Certification, Fuel Economy and Final Entry of ICI
Vehicles (EPA Guidance Letter CCD-02-04, February 6, 2002)

See http://www.epa.gov/otag/cert/dearmfr/dearmfr.htm

- Information from March 27, 2002 Independent Commercial Importer Workshop (EPA
Guidance Letter CCD-02-07, April 29, 2002)
See http://www.epa.gov/otag/cert/dearmfr/dearmfr.htm

- Workshop Announcement for Alternate Fuel Converters (EPA Guidance Letter CCD-02-
02, January 11, 2002)
See http://www.epa.gov/otag/cert/dearmfr/dearmfr.htm

- Certification Guidance for Alternative Fuel Converters ( EPA Guidance Letter CCD-02-
12, August 29, 2002)
See http://www.epa.gov/otag/cert/dearmfr/dearmfr.htm
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Tier 2 Exhaust and Evaporative Emission

Standards
Industry/EPA Workshop
EPA Certification & Compliance Division

March 21, 2001 1-4 PM
Ann Arbor, Michigan

Tier 2 Quick Overview
Final rule published Feb 10, 2000 (65 FR 6698).
Technical Amendment signed Jan 19, 2001.

» Text available on EPA web site
Takes effect 2004-2009.
Focus: exhaust NOx.
— Provides large, early NOx reductions.
Views vehicles and fuels as a system.
Cuts gasoline sulfur from 300 to 30 ppm.
Cuts evaporative standards roughly in half.

Tier 2 Fundamentals

Apply same set of standards to all LDV & LDTs.
— Requires SUVs (<10,000 GVWR) meet light-duty standards

Spread burden across vehicles and fuels.
Provide significant & early NOx benefits to states.

Harmonize with Calif where possible.

Sulfur Standards
Phase In and Average NOx Standards



Full Life Exhaust Emission Bins

Footnotes to Bins Chart
Bin 11 applies only to qualifying MDPVs.
Higher NMOG,CO and HCHO values in bins 8, 9 and 10 apply
only to HLDT/MDPVs.
For bin 10, an optional NMOG of 0.280 applies only to
qualifying LDT4s and MDPVs
For bin 9, an optional NMOG of 0.130 applies only to qualifying
LDT2s.
Higher NMOG standard in bin 8 deleted after 2008.
“Qualifying” refers to manufacturers who bring in their HLDTs
and MDPVs in 2004 MY.
NMOG means NMHC for diesel vehicles.

Intermediate Life Exhaust Standards

Full life PM standards apply at intermediate life.

Bin 10 standards optional for diesels.

Intermediate standards optional for 150K certified test groups.
Temporary Bins 9,10 and 11 expire along with full life bins.

Interim Program Means End of NLEV and Tier

1

2004/2005 Leadtime issue for HLDTs and MDPVs
Diesel MDPVs can meet HDE standards through 2007.

MDPV: New Vehicle Category
86.1803-01; preamble pg 6749-51
Medium-Duty Passenger Vehicles (MDPV5s)

— Includes most Sport Utility Vehicles (SUVSs)
— Excludes work trucks.

MDPV = Heavy-Duty Vehicle w/GVWR <10,000

— Designed mostly for transportation of persons, exclude
* incomplete trucks



* vehicles seating more than 12 people
» vehicles designed to seat >9 people rearward of driver
* vehicles with cargo bed or box of 72.0” or more

Includes conversion vans

MDPV: New Vehicle Category
86.1803-01; preamble pg 6749-51

Get averaged with HLDTs in interim program

— Qualifying MDPVdiesels may be engine certified through 2007; ref
86.1811-04(1)(2)(xi)(3).

Cold CO, Evap, ORVR, CST, OBDII apply.

— SFTP does not apply.

In-use testing:

— Sustained severe use MDPVs may be excluded from in-use testing
(Preamble 6751).

— MDPVs which see less frequent towing & severe use are not exempt
from in-use testing.

MDPV: Engine-Certified Diesels
86.1811-04(D)(2)(xiii); 86.004-11(e); pre 6750
« About 5% of MDPVs are diesel
» Qualifying MDPVs can be engine certified through 2007 under
existing HDDE standards

— If the manufacturer meets the 25% phase-in requirement for
HLDT/MDPVs in 2004.
« If they are engine certified:
— Diesel MDPVs are excluded from HLDT/MDPYV fleet average NOx
calculations.

Full Useful Life
Notes:

A. Cold CO standards apply only for 5yrs/50K.
B. Extra Tier 2 NOx credits available for vehicles certified to
15yr/150K if they meet applicable intermediate life standards.
C. Optionally 10yr/100K for early Tier 2 LDV/LLDTSs; ref 1805-04(e); 86.1861-



04(c)(4) and Tier 2 Final Rule preamble, page 6745 .

Intermediate Useful Life

Notes:

A. No 50K standards for lowest bins (1-4).

B. 50K standards optional for Tier 2 vehicles certified to 15yr/150K
useful life.

C. 50K standards optional for diesels in bin 10.

Carryover/across Flexibilities

» Avoid spending resources on phase-out vehicles.
— Test fuel Pre 6792; 86.113, 213, 86.1844-01(e)(6)(i)

* Manufacturers may perform certification and in-use exhaust test results
on California Phase 11 fuel.

* EPA must use California Phase 11 fuel for certification and in-use exhaust
testing on interim vehicles carried over or across from NLEV or Calif
LEV-I vehicles.

— Altitude provisions. 86.1810-01(f)
 All interim vehicles can meet Tier 1 stds at altitude.
* Altitude requirements optional for interim MDPVs.
— Test weight provisions. Pre 6792
* LVW or ALVW testing allowed for interim HLDTS.

Phase-ins: How to Comply
86.1811-04(d),(k)(7); 1848-01(c);
1860-04(b)(2); pre 6742

* Initially, submit phase-in plan to EPA prior to certification of

first test group
* Include projected sales in Part | Application
* Omit sales to Calif and 177 States

 Final phase-in plan:
* Include in Final Part I/Part 11 Application
» Based on actual sales or alternatively actual production volume (with prior

EPA approval)
e Omit sales to Calif and 177 States

Phase-ins: How to Comply (pg 2) s6.1811-
04(d),(k)(7),(1); 86.1860-04(b)(2)



Interim vehicles can’t be used to comply with Tier 2 phase-in,
and vice-versa.

Vehicles from a Tier 2 test group may be divided and used to
comply with Tier 2 and Interim non-Tier 2 programs; ref
86.1811-04(1)(i).

Don’t have to use the same vehicles to comply with Tier 2
exhaust & evaporative phase-in.

Phase-ins: 2004 Issue for HLDT/MDPVs
86.1811-04(l), pre 6747, 6751
Statutory lead time requirements make 2004 optional for HLDTSs
and MDPVs.

Regulations encourage voluntary compliance for 2004
— Only mfrs who bring all their HLDTS into the interim program in 2004

can:
» Use optional 0.130 NMOG value for LDT2s in bin 9.
» Use optional 0.280 NMOG value for LDT4s in bin 10.

— Only mfrs who bring all their MDPVs into the interim program in 2004

can:
» Use bin 11 through 2008 for its MDPVs.
» Engine certify diesel MDPVs through 2007
» Use optional 0.280 NMOG value for MDPVs in bin 10.

Phase Ins: Alternative Schedules

86.1811-04(k)(6), preamble pg 6742
Rule has 25/50/75/100, 50/100 phase-ins.
— 25+50+75+100 = 250; 50+100 = 150
Alternate phase-ins acceptable that:
— Start as early as 2001
— Conclude in same or earlier year; and
— Percentages add up to at least 250% (or 150%)
— 2001-2004 percentages must sum to at least 25%
Special LDV/LLDT provision for 2004
— Can miss the 25% requirement, if at least 20%
— Add double the shortfall to the 2005 requirement
— See 86.1811-04(k)(6)(vii).



Fleet Average NOx Standard:
How to Comply

Calculating NOx Credits & Deficits 86.1861-04,
preamble pg 6744-47

NOXx Averaging: Overview
How to calculate NOx average (Like NMOG)
How to calculate credits (Like NLEV)
Limits on averaging sets  (None after phase-in)
Credit Life (Only limited for interim credits)
Deficit Carryforward (Three years max)
Early Banking (Only for Tier 2 credits)
Extra credits for 150K cert
Extra credits for lowest bins  (through 2005 only)
Discounting (Only under deficit carryforward)
Reporting requirements

NOx Average: How to Calculate
86.1860-04(f), 86.1837-01(b), Preamble pg 6743
Separate calculations for each averaging set
Separate LDV/LLDTs & HLDT/MDPVs until 2009
>(n* NOx standard for bin)

total vehicles in category
where n = number of vehicles in each bin

Applies to interim and Tier 2 NOx averages.
Round to same significant figures as the denominator (not less
than 0.XXX)

NOXx Avging: Limits on Averaging Sets

NOXx Averaging: Credit Life
86.1861-04, preamble pg 6738, 6745, 6747

Interim credits can be used only for interim average standard
— Effectively expire at end of interim standard

Tier 2 credits have unlimited life



— Including early Tier 2 credits.

NOx Averaging: Deficit Carryforward
86.1860-04(e), preamble pg 6747
» For any NOx averaging standard, three year deficit carryforward

is allowed.

— Pay back rate of 1:1 in years 1 and 2; 1.2:1 in year 3. No deficit may
be carried into year 4.

— If carrying over a deficit, must apply all credits to deficit before
banking or trading.

— Manufacturers may pay back interim deficits with Tier 2 credits after
end of interim program.

— Limitation for Small VVolume Manufacturers.

NOXx Averaging: Early Banking

86.1861-04(c), preamble pg 6744-45
Tier 2 vehicles only.
— Not for interim vehicles.
Begins in 2001 model year for all categories
Mfrs can earn early credits for vehicles <0.07.
Can also count these vehicles toward alternate phase-in schedule.
But can’t count toward interim NOXx avg.
However, low Sulfur in-use fuel will not be available until 2004-
06.

NOx Averaging: 150,000 Mile Useful Life
86.1805-04, 86.1860-04(g), Preamble pg 6789

For Tier 2 vehicles only---on a test group basis.
— Not for interim vehicles.

Mfr certifies to full life standards, but for 150K.
— For exhaust & evaporative emissions (not Cold CO)
Adjusting NOx standard yields extra credits.

— Multiply NOx bin value by 0.85 when computing the NOXx fleet
average.



No extra credits if opting out of required 50K standards.

NOXx Averaging: Extra Credits for Cleanest

Vehicles 86.1860(h), preamble 6746
Only applies to bins 1 and 2.
Only applies 2001- 2005.
Extra credits when computing the year end Tier 2 NOXx average.
Multipliers: Bin1=2.0; Bin2=1.5.

NOx Averaging: Credit Discounting
86.1860-04(e), 1861-04, pre 6738, 6745, 6747

No official discounts except in credit deficit carryforward.
— Credits must be used at rate of 1.2:1 if deficit carried into third year.
Interim credits essentially discounted by 100% at end of each
interim program.
— They expire.
Different from CARB and NLEV.
NOXx Averaging: Reporting

1861-04(d), (g); 1862-04; preamble 6734
Interim credits must be “generated, calculated, tracked,
averaged, banked, traded, accounted for and reported separately
from Tier 2 credits.”

Annual reporting requirement.

— Fleet NOx average.

— Number of credits generated or used.

— Credit balance.

— All values used in calculations.

— Details on all credit trades.

— Report due by May 1 of next model year.

NMOG Standards
86.1810(p); 86.1811-04(m), preamble pg 6738
For diesel vehicles, NMOG means NMHC.
Flex fuel and dual fuel must measure NMOG except when



operating on gasoline or diesel.
* When measuring NMHC in lieu of NMOG:

— Must multiply NMHC results by 1.04 before comparing with NMOG
standard.

— Currently allowed for gasoline vehicles only.
— EPA may approve other adjustment factors.

NMOG Standards: Page 2

86.1811-01(0); 86.1841-01(e)

 Alternative fuel vehicles must measure NMOG using CARB
procedures

* Do not use NMOG Reactivity Factors (RAFs).
— Regardless of fuel used in the vehicle.

* No NMOG averaging. (Unlike CARB).
— No NMOG credits

— NMOG of early Tier 2 vehicles can be used for NLEV fleet average
compliance through 2003.

* RAFs apply under NLEV program

HCHO Emission Standards
86.1829-01(b)(1)(iii)(E)
» For gasoline and diesel vehicles, a compliance statement is
allowed in lieu of actual test data.

Evaporative Emission Standards

(grams/test on 3 day diurnal+hot soak)
86.1811-04(e), Preamble pg 6748, 6751

Evaporative Emission Standards

(grams/test on 2 day diurnal test)
86.1811-04(e), Preamble pg 6748, 6751

SFTP: Background
SFTP: Background -Weighting in Calculation



86.164-00; preamble 6789-92

SFTP: Tier 2 Overview 86.1811-04(f)
» Generally, manufacturers must meet 4K standards from NLEV

& full life stds derived from Tier 1.
— 4K standards are not weighted (composite) standards
— full life standards are weighted (composite) standards

» Applicable to gasoline and diesel LDV/Ts.
— Not MDPVs
— Not alternative-fueled vehicles
— Not flexible-fuel vehicles, except on gasoline & diesel.

SFTP: Tier 2 4000 Mile Standards 86.1811-04(f);
preamble page 6790

» Applicable to gasoline and diesel vehicles

SFTP: Tier 2 Full Life Standards

86.1811-04(f); preamble pg 6789-92
e Forinterim and Tier 2 LDVs and LDTs, the full life
NMHC+NOx, CO and PM standards are calculated as follows:

o Tier 2 SFTP Standard = Tier 1 SFTP Std - 0.35 x (Tier 1 Std-
Tier 2 FTP Std)

SFTP: Interim non-Tier 2 Standards 86.1811(f)(3) &
(4); pre 6790
o LDV/LLDTs must meet Tier 2 SFTP (4K/120K) standards,

except:
— Interim LDV/LLDTs using bin 10 may meet Federal (non-NLEV) Tier
1 SFTP stds.

 Interim HLDTs may meet Tier 2 SFTP (4K/120K) standards or
Tier 1 (50K/120K) SFTP standards.

SFTP Standards - Exceptions for Diesels
86.1811(f)(5) & (6); preamble pg 6791



e Diesel LDVs and LLDTs may use 50K SFTP standards in lieu of

4K standards through 2006.

— Derived from Tier 1 standards by adjusting FTP component for new
Tier 2 FTP standards.

— Mfr must declare which option in cert application.

 No PM SFTP standard for interim LDV/Ts.
» 4000 mile PM SFTP standard = Full life (composite) PM std for
Tier 2 LDV/Ts.

Test Weights

preamble 6791; 86.1811-04(b); 86.129-00
ALVW = Curb weight + Half payload
LVW = Curb weight + 300 pounds

Test Fuels 86.113-04; 86.213-04; pre. 6792
» 2004 Federal Sulfur specification: 15-80 ppm
— EPA must use 15-45 ppm

» Mfrs may use Phase Il fuel for exhaust testing:
— 50 state vehicles
— vehicles where certification is carried over from NLEV
— vehicles where certification is carried across from Cal LEV |

» EPA must use California Phase Il fuel only for exhaust testing of

Interim non-Tier 2 vehicles:
— vehicles where certification is carried over from NLEV
— vehicles where certification is carried across from Cal LEV |

» EPA may use Tier 2 Indolene (15-45 ppm Sulfur) for all other
certification & in-use testing.

Test Fuels: Evaporative Emissions
pre 6792; 86.1811-04(e)(6)
 Currently, manufacturers use the Federal fuel / Federal

evaporative test procedure.
— California & Federal evap standards currently equal
— California accepts Federal results as worst case.

« Cal LEV Il evaporative standards are more stringent than Tier 2
evaporative standards.

» Manufacturers may use passing California LEV-Il Evaporative
data to meet Tier 1 & 2 standards.



— EPA may require comparative data from both tests

Alternate Fuels 86.1811-04(c)(2)

» Tier 2 exhaust/evap requirements are “fuel neutral”
— Generally, same standards apply regardless of fuel.

 For flex-, bi- and dual-fuel vehicles:
— Must meet the same standards on conventional and alternative fuel.
— May meet NMOG standard from next higher bin when operating on
gasoline or diesel.
— See 86.1811-04(c)(3) for Bin 8 & 10 NMOG standards when operating
on gasoline or diesel fuel.

Test Fuel - Interim non- Tier 2 Vehicles
86.113-04; 86.213-04; pre. 6792

Test Fuel - Tier 2 Vehicles
86.113-04; 86.213-04; pre. 6792

» Same as Interim table, except EPA may use Tier 2 Indolene test fuel for in-use testing for Tier 2 test groups
certified via NLEV carryover and California LEV-I carry-across.

Alcohols and Evap Emissions:

Problem

* Numerous studies confirm impact of alcohols on permeability of
fuel systems & materials.
— Impacts are time-dependant.

 Ethanol in approx 10% of gasoline, nationwide.

» Evaporative emission impacts of ethanol not currently
represented in EPA certification process.

Alcohols and Evaporative Emissions:

Tier 2 Certification 86.1824-01(a)(2), pre 6792
For vehicles certified to Tier 2 evap standards:
» Manufacturer’s durability procedure must use ethanol in service
accumulation for gasoline vehicles.



* Not just for flexible-fueled vehicles
» Expose components to maximum ethanol concentration used in any
state (currently 10%).

 Alternatively with prior EPA approval, manufacturers may use
good engineering judgement to show compliance with sustained
alcohol exposure.

In-use Standards
86.1811-04(a)(5) & (p); Preamble pg 6795
» Same exhaust & evaporative standards apply to certification and

in-use vehicles
— except temporary in-use standards in 86.1811-04(p)

Relaxed In-Use Standards 86.1811-04(p);

- Apply through 2008MY (2010 for HLDT/MDPVs)

- For diesels in bin 10, multiply NOx and PM certification
stds by 1.2 and 1.35, respectively.

- Special in-use standards for Bins 2-5 apply only to first two years a test
group is certified to a new bin, as follows:

In-use Testing
86.1845-04, 86.1846-01, preamble 6795
» Manufacturer & EPA in-use testing essentially unchanged from
CAP 2000 rule.

— Manufacturers must perform in-use testing on MDPVs (which do not
see sustained severe service).

« Mfrs may request additional preconditioning to remove the

effects of high Sulfur in-use fuel.
* If it is solely to remove effects of high sulfur
* Only for vehicles of 2007 model year or earlier
« Case by case (similar to NLEV)
 Applies to manufacturer and EPA in-use testing.



OBD Requirements 86.1806-01; pre 6751

MDPVs must have OBD-I1, except Diesels

— Diesel MDPVs must have OBD if carried across from a California
vehicle with OBD-I1.

— Other MDPV Diesel requirements are contained in 65 FR 59896,
October 6, 2000.

Evaporative leakage requirement: .040 inch.

HEVs must have MIL monitoring battery components.

OBD Requirements - page 2
86.1806-01(d); Preamble page 6751

HEVs capable of off-vehicle charging must have useful life
indicator on battery system.

In-Use Sulfur Considerations, through 2007:

— EPA may approve OBD systems that function properly on low sulfur
fuel, but yield sulfur-induced “passes” on high sulfur fuel.

— EPA may approve modifications to eliminate the sulfur-induced MIL.

New Requirement: Leak Free Exhaust
86.1844-01(d)(16), preamble pg 6798
Applies to all interim and Tier 2 vehicles.
— But not carryover/across from NLEV or Calif LEV-I
Manufacturers must provide statement in certification

application that:

— Engineering analysis conducted of whole system

— System designed for leak free assembly, installation and operation for useful
life of vehicle

— Repairs can be made to maintain leak free nature with commonly available



tools.
“Leak Free” means that leakage is controlled so it won’t lead to
an emission failure.

NMOG Adjustment for Ozone Reduction

Devices 86.1811-04(r), pre 6797
Devices like PremAir. (e.g. on radiators)
Mfr can meet a higher NMOG standard to the extent it can show
ozone reduction
Must determine ozone reducing potential of the device,ozone

reduction potential of lower NMOG, and the ratio of the two.
— Show by airshed modeling for four cities.

NMOG Adjustment for Ozone Reduction
Devices pg. 2

Mfr must determine and submit:

— Air flow rate through device as function of speed.
— Ozone reduction efficiency for vehicle useful life.
— How OBD system will determine malfunction.

Compute NMOG allowance per 86.1811-04(r).

EPA in-use testing requirements to be determined.

Hybrids and Electric Vehicles
86.1811-04(n); 1860-04(e)(4); preamble 6793

Mfrs must measure emissions from Hybrid Electric Vehicles
(HEVs) and Zero Emission Vehicles (ZEVs) using CARB
procedures.
— EPA can approve other procedures.
When computing fleet average NOX:

» ZEVs go into bin 1.

» For HEVs, the numerator in manufacturer’s fleet average equation

may be lowered by HEV NOXx contribution factor.
» Determine on a case-by-case basis.



Small Volume Manufacturer Provisions 86.1811-
04(k)(5); Preamble 6794

Small Volume Manufacturers (SVMs) are expected to opt into

NLEV in 2002 model year (instead of meeting Tier 1 SFTP

standards).

Generally, SVMs are exempt from phase-in requirements until
the final year of the phase-in.

Hardship provision provides extra lead time.

LDV/LLDT Small Volume Mfr Provisions
86.1811-04(K)(5)(i); Preamble 6794
Must normally comply with 100% interim standards in 2004,

2005, 2006 model years.
» Meeting the 0.30 NOXx fleet average standard.
» Which will mean certifying to Bin 9 or lower

Exempt from 2004, 2005, and 2006 Tier 2 phase-in
requirements.

Must comply 100% with Tier 2 in 2007.
* For exhaust and evaporative emissions

HLDT/MDPV Small Volume Mfr Provisions
86.1811-04(k)(5)(ii); Pre 6794-95

Must normally certify to bins 1-11 in 2004-2006.

— Exempt from 0.20 NOXx interim fleet average 2004-06

Must normally meet .020 NOx fleet average in 2007 and 2008

model years.
— Which will mean certifying to Bin 8 or lower
— Exempt from 50% Tier 2 phase-in in 2008.

Must normally comply 100% with Tier 2 in 2009 and later



model years.
* For exhaust and evaporative emissions

Small Volume Mfr Hardship Provisions 86.1811-

04(q), pre 6795
» Small Volume Manufacturers can apply for one year relief from
any final phase-in year for exhaust or evaporative emissions.
» Written applications must:
— Be submitted before noncompliance occurs.
— Show severe economic hardship will occur
— Show best efforts to comply
— Show efforts made to purchase credits

Small Volume Mfr Hardship Provisions - Page 2
86.1811-04(q), pre 6795

» Mfr can defer for one year:
— 100% compliance with Bins standards and interim requirements for
LDV/LLDTs in 2004.
— 100% compliance with Tier 2 requirements for LDV/LLDTSs in 2007.

— 100% compliance with Bin standards and interim requirements for
HLDT/MDPVs in 2004,

— 100% compliance with 0.20 NOx average standard for HLDT/MDPVs
in 2007.

— 100% compliance with Tier 2 requirements for HLDT/MDPVs in
2009.

Small Volume Mfr Hardship

Provisions - Page 3 86.1861-04(a)(5), pre 6795
« Small Volume Manufacturers must meet fleet average NOx

standards for one model year before running a credit deficit.

— LDV/LLDT .30 NOx fleet average standard in 2004-2006 model years.

— HLDV/MDPV .20 NOx fleet average standard in 2007-2008 model
years

— Tier 2 0.07 NOx fleet average in 2007-on for LDV/LLDTs or in 2009-



on for HLDV/MDPVs.

Provisions for Independent Commercial

Importers (ICIs) 85.1515, Preamble pg 6794
NLEYV is optional for IClIs; Tier 2 is mandatory.
ICIs are exempt from phase-in requirements, similar to small
volume manufacturers.
Small VVolume Hardship provisions apply to ICls.
ICIs must meet bin < to average NOx standard.
Can use averaging, banking & trading program.
— But must have credits in advance.

— Or monitor production and obtain credits during the year; must not
have a deficit at the end of the year.

Tier 2 - EPA Computer Changes

Some minor changes will be implemented in 2001:
— ESI: Add Bins, RAFs, MDPV vehicle class, error flags
— EvSI: Add new evaporative standards

— VI: Add input codes for Electric Vehicles

— MTDS: Add Tier 2 fuel type, PM for US06 & SCO03

— General Label: Add some fields for Electric Vehicles
— SS: Report RAFs; a,b,c coefficients, new standards

See EPA guidance letter CCD-01-24; Dec14, 2001
Tier 2 - EPA Certificate Changes

Tier 2 Certificates will show compliance with:
— Tier 2 or Interim non-Tier 2 standards; and
— Clean Fuel Vehicle standards (if applicable)

Early Tier 2 certificates will show compliance with:
— Tier 2 and NLEV standards; and
— Clean Fuel Vehicle standards (if applicable)

Certificates will be conditional on the manufacturer:
— performing in-use testing,
— meeting fleet average NOx standards, etc.



For More Information:

 Visit our Internet sites
— Www.epa.gov/otaqg; or
— Www.epa.gov/autoemissions

» See Code of Federal Regulations, 40CFR Part 86
» See Federal Register 65 FR 6698, Feb 10, 2000


http://www.epa.gov/otaq
http://www.epa.gov/autoemissions

Appendix B. Materials Relating to Compliance by Small Entities with the Gasoline Sulfur
Standards

- Workshop Presentation, March 14, 2000
- Gasoline Sulfur Rule Questions and Answers, May, 2000

- Gasoline Sulfur Rule Questions and Answers, December, 2000
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Sackground

r EfpZ, Study, April 1998

“FERATS LI @er on Gasoline Sulfur Issues,
May £)o)e

Tier 2"Reporitito Congress, July 1998

Tier 2/Gasoline Sulfur Notice of Proposed
Rulemaking, May: 1999

Public hearings' & stakeholder meetings

Final rule promulgated 12/21/99, published in
the Federal Register 2/10/00 n H
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ier2ZaVenicle Program

ABplIEsIsanIe set 6l standards to passenger

'c. Wﬁa’crucks.
Includre% se-in schedule for vehicle

ManUidEttkERS:

Permitsi chieice of emission standards ("'bins”)
for vehicle manufacturers.

Designed to provide significant NOx benefits
to states.

Includes new "MDPV" category n H




gating 12 passengers or less
Light i W trucks < 6000 Ibs GVWR, e.qg.,

[FOrarRan er, Toyota RAV4, Dodge Dakota

Heavy/ light-auty truck: between 6000 and 8500
Ibs GVWR, e.g., Ford F-150, GM 1500

Medium-duty passenger vehicle: < 10,000 Ibs
GVWR and is designed to transport people, e.qg.,

Ford Excursion




g EXnaust Standards:

VOX < ~ﬂvd'c‘ll’ﬂ cut /7% -95%

Current Standards
Final Standards

> 8500 Ibs
large SUVSs,
small trucks vans & trucks
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IClesProgram Issues

rogram

MDV/HLDT Program
Avg. Avg. NOx std =
0207 g/mi

NMOG <

0.07 g/mi
LEVE
evap cut 50%;

NMOG << Tier 1;
evap cut 50%;
PM reducea PM reduced
Useful life = Useful life =
120,000 miles 120,000 miles

SFTP upgraded

SFTP upgraded
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JFullFUseful Life Exhaust
EInissieRrStandards (g/mi)

- .

Bin# NOX NMOG CO HCHO PM
11 0.9 0.280 7.3 0.032 0.12
10 0.6 0.156/0.230 4.2/6.4 0.018/0.027 0.08
9 0.3 0.090/0.180 4.2 0.018 0.06

[The above temporary bins expire in 2006 (for LDVsand LLDTs) and 2008 (for HLDTs and M DPVs)]
8 0.20 0.125/0.156 4.2 0.018 0.02
I 0.15 0.090 4.2 0.018 0.02
6 0.10 0.090 4.2 0.018 0.01
5 0.07 0.090 4.2 0.018 0.01
4 0.04 0.070 2.1 0.011 0.01
3 0.03 0.055 2.1 0.011 0.01
2 0.02 0.010 2.1 0.004 0.01
1 0.00 0.000 0.0 0.000 0.00




Iner 2 and Interi

Non-Tier 2 Phase-in and
EXialsAVEeraging Sets

2006 | 2007 2008

(%) (%)

2005

2001 (%)

2002 N
(%)

LDV/LLDT
(interim)

NLEV NL EV

75 50 25

LDV/LLDT

(Tier 2)

HLDT

(Tier 2)

|(_i|nLtIeDr-Ii_m) Tier 1 Tier 1 Tier 1
MDPVs HD E
(interim)

0
25 50 75 100 50X
0

MDPVs
(Tier 2)




'F’ offthe Tier 2 NOx %mrzpma.
WeragerStandards g ineince
Car_;, Trucks < 6000 Ib GVWR

m— 0.6
o~ = 0.5
_ 0.4
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EeBelIRESUIFur Program

'Includesi se-in schedule for gasoline

refin iéfiners, and importers.

Provides temporary, less stringent standards for
small’ refiners and gasoline sold in the West.

Includes an averaging, banking, and trading
program to encourage early sulfur reductions.

Contains several implementation provisions.

<§>
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S Chenges fiem the Proposal

E

Mingted the SOIppml refinery avg in 2004.
Eliminatedigerdeciining cap in 2005.
Establisedrar&eographic Phase-in Area.

Enhanced theaveraging, banking, and trading
(AB&TF) program, includings elimination of 150 ppm
“trigger” for generating credits.

Expanded the flexibility for small refiners.
Introduced a hardship relief provision for qualifying

refiners.
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v ~ 0 A 0
Compliance as of: 2004 2005 2006+
Refinery Average, ppm - 30 30
Corporate Pool Average, ppm 120 90
Per-Gallon Cap, ppm 300 300 80
ective Janua 004 at the refinery gate
ap exceedances up to o0 ppm are aliowec D04 [ DE




A
il GERdaphic Phase-in Area

asoline"Sulfur Standards for the

eographic Phase-In Area*
Xcluding Small Refiners)

Compliance as of:

Refinery Average, ppm

Corporate Pool Average, ppm

Per-Gallon Cap, ppm

*Alaska, Colorado, Idaho, Montana, New Mexico, North Dakota,
Utah, & Wyoming, plus counties/tribal lands in adjacent states.
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the refinery’s 1997-98 sulfur baseline + 30
PRMm

sulfur level firom which early (2000-03)
credits were generated + 30 ppm

<>




GEPA Standarc

Wheniie CorporateAVerage
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aarad ADDIIE
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< 50%: |

Non-GPA gasoline

mm) GPA gasoline




o~ Sl Refiner Standards

—

L

| 1997-98 Refinery

Temporary Sulfur Standards (ppm)

Baseline Sulfur Level 2004 - 2007
(Ppm) Average Cap
Oto 30 30 300
31to 200 baseline level 300
201 to 400 200 300
401 to 600 50% of baseline | 1.5 times the average standard
601 and above 300 450




1500 "employees corporate-wide and
A corﬁra ftde; oill capacity' < 155,000 bpcd.

Gasoline Velume Limitation
105% of baseline volume or

Volume off gaseline produced from crude oil during
the year

Excess volume is subject to the corporate average
standards that apply to all other refiners.
>
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OtherGaseline Sulfur Issues

i) hm Provision

IEMPLERAWaIVERGUEN eI eExtreme unforeseen
L CircUmsteneEspEe-d., refinery fire, natural disaster.

emperaiawWaIVer based on extreme hardship

CIFCUMStEaNCES, e:dl., refinery configuration, severe
economic limitations.

State Preemption
Our final gaseline sulfur rule clearly preempts future state
SCIGNE 110 preseihe 6 enieree dgasoline sulfur controls.

States seeking a gasoline sulfur control program that is
different than our national program must obtain a waiver

i n H




exiSteps

4

icipation in implementation workshops for the small
GPA programs in mid-April
Developme guidance document for gasoline sulfur

implemmn
Establishment of a database for the gasoline sulfur AB&T
program

Identification of counties to be included in the Geographic
Phase-in Area

Formation of a process for resolving turnaround/upset
Issues.

Assistance in the development of State Implementation Plan
(SIP) credits for the Tier 2/Gasoline Sulfur program n
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rr Morerlinformation...

)
e Tier 2 vehlcle program contact:

202-5@4-
gUVABIN@EPa-GOoV.

On the gaseline sulfur program contact:
Mary IManners

/34-214-4873
manners.mary@epa.gov

Tier 2 home page:
http://www.epa.gov/oms/tr2home.htm ﬂ
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Gasoline Sulfur Rule Questions and Aswers

The following are responses to questions received by the Environmesttdtion
Agency (EPA) concerning the manner in which the EPA intends to implement and assure
compliance with theasoline sulfur reglations at 40 CFR Part 80. This document was prepared
by EPA's Office of Air and Radiation, Office of Transportation and Air Quality, and the Office of
Enforcement and @npliance Assurance, Office ofdgulatory Enforcement

Regulated parties mause this docunm to ad in achievingcompliane with thegasoline
sulfur reaqulations. However, this document does not in any way alter the requirements of these
regulations. While the answers provided in this document represent the Agency's interpretation
and gneral plans for implementation of the végtions at this time, some of the responses may
chang as addionalinformaion beconss avalable or ashe Agency further conders cerin
issues.

This guidance document does not establish or change legal rights or obligations. It does
not establish bindingules or requirements and is not fully determinative of the issues addressed.
Agency decisions in any particular case will be made applying the law and regulations on the
basis of specific facts and actualiant

While we have daemptel to include answer®tal questons received hie necessy for
policy decisions and/or resource constraints may have prevented the inclusion of certain
guestions. Qutions not asweed in this docun@ will be answeed in a subsequent docunte
The Agency intends to provide additional responses as expeditiously as possible. Questions that
merely require a justification of the ndgtions, or that have previously been answered or
discussed in the paeble to the rgulations have B omitted.

STANDARDS AND COMPLIANCE

1. Question: Were some words left out of § 80.195(a)(1) in the final rule published in the
Federal Registét

Answer: Yes. Some words were inadvertently left out of § 80.195(a)(1) when the final
rule was published in tHeederal Registeon February 10, 2000. The correct introductory
langua@ of § 80.195(a)(1) is: “Theagoline sulfur standards for refiners and importers,
excluding gasoline produced by small refiners subject to the standards at § 80.240, and gasoline
desigated as GPAagoline under 8§ 80.219(a), are as follow&h February 28, 2000, the



FederalRegster Office pulibhed a ndte b correctthis error.

2. Question: The preamble at 6576819 states:Many of the requirements do not become
applicable until the begning of the sulfur control program on October 1, 2003, when all refiners
are required to meet the sulfur standards this date correct? Although the proposal listed
October 1, 2003, as the effective date for the sulfur cap at the refineryt doegimal rule
specifyJawuary 1, 20047

Answer: The effective date of the sulfur standards was aihfrgm the date proposed
in the Notice of Proposed Rulemaking (NPRNt).the final rule, the corporate pool annual
avera@ standards and the refinery and importer per-gallon cap standards are effeatinimpeg
January 1, 2004. (The refinery and importer annual average standards are effectinegeg
January 1, 2005.) The reference in the preamble atf66819 regrding the date that refiners
are required to meet the sulfur standards shoul@edy 1, 2004, instead of October 1, 2003.

3. Question: In the NARM, the sulfur standards were expressed without decimal places, but
the final rule provides that the standards are expressed with two decimal places (88 80.195, 205).
Why did EPA include this change?

Answer: EPA included he deanal places® ensuretiatthe sulur standards are not
exceeded by rounding down actual average sulfur leVébsdo not believe reporting the
average sdir level to two decmalscreates any adilonal burden ae averamng calcubktion
will yield this result to any number of decimal places. Although the decimals were not included
in 8 80.216(a)(1)(i) for theapgraphic phase-in area (GPA) standard, EPA intends to revise this
provision to include the decimals in a future rulemaking

4. Question: Section 80.205(e) (2) of the final rule statd¢o fefiner or importer may have
a compliance deficit in anyear after 2010Any deficit that exists in 2010 must

made up in 2011"We could interpret the end of the credit program as being the 2011
compliance year. There could be many expensive decisions made affgstihige supply in

the U.S. in thel™ quarter of each year in 2012 and beyond for the sake of several ppm sulfur.
Why is the refiner flexibility for compliance with the 30 ppm average using credits eliminated
beyond 2011?

Answer: The provisions in § 80.205(e) which allow a deficit to be carried over to the
following year are included in the regtitas to provide additional flexibility for parties in the
early years of the sulfur program in the event of an unexpected shutdown or inability to obtain
credis. See65 FR 6764. Refiners and importers will continue to be able to purchase credits to
achieve compliance with the 30 ppm average in 2011 and beyond in the event thattatex
exceedences of the standards occur. However, after the 2010 averaging period, refiners and
importers must demonsate conpliance with the standard for each averagperiod (i.e.,fithe
refiner’'s or importer’s actual annual average exceeds the standard in the 2011 averaging period,



or any averagg period hereafér, the refiner ormporter must obtain sufficient cretd to
demonstrate compliance for that averaging period). The refiner or importer will have until the
last day of Ebruary of the followingyear (when the annual averaging report is due) to obtain the
necessary credits.

5. Question: Please verifithatif a refiner ¢ also a gsoline importer, the refiner's corporat
pool must include the importe@spline for compliance with the corporate pool average standard
for 2004 & 2005.

Answer: For purposes of calculatirmgpmpliance with the corporate pool annual
average standards at 8 80.195(a)(1), a refiner who is also an importer must include in its pool the
volume of @gsoline production from all refineries and the volumeasiodine imported during the
averaging periodSee8 80.195(c)(1).

6. Question: If a company that qualifies as a small refiner is also an importer, would the
company only comply with the corporate pool average standards for its volume of imported
gasoline?

Answer: The companys small refinery would not be subject to the corporate pool
average standard$ee8 80.195(c)(4). As a result, the company would only need to demonstrate
compliance with the corporate pool average standards for its impeselihg.

7. Question: The preamble states that, in 2005, each refinery may only use credits to
achieve the 30 ppm standard after the refiner has demonstrated compliance with the 90 ppm
corporate pool average for all refineries. The refiner must meet the corporate poat averag
standard on actual $ul levels or through a tade for dbtments. Atthis point, each oftte

refiner’s refineries must obtain sulfur credits to bring the refinery’s sulfur average down to 30
ppm. Please explain how this works, particularly where a refiner has one or more refineries that
have an average of 30 ppm or less.

Answer: The regilations require a refiner or importer, in 2005, to demonstrate
compliance with the 90 ppm corporate pool averstgndard by calculating its actual corporate
average stilr level usng the actual stuir levels of each bath of gasoline and hen appying
allotments, as necessary, to meet the 90 ppm standard. Credits may not be used to achieve
compliance with the corporate pool average standaedS 80.315(c)(4). The redations also
require a refiner for each refinery, or amporter, to demongstte conpliance wih the refinery or
importer average standard by calculating the actual refinery or importer sulfur level using the
actual sulur levels of each baih of its gasoline, and apping credis and/or dbotments, as
necessaryotmeetthe 30 ppm standard. The végtions dentfy the corporate average and
refinery average standards as two separate standards, and do not require refiners to demonstrate
compliance with one or the other standard first.

In 2005 only, refiners and importers may use credits and/or allotments to demonstrate



compliance with the refinery or importer average stand8e8 80.195(b)(4). These credits or
allotments may be obtained from any source. A refiner with more than one refinery may use
credits gnerated by a refinery with an average sulfur level below 30 ppm towards meeting the
refinery average standard at one of its other refineries. Alternatitaelyefinery may choose to

bank or sell theredits, a permitted by the gulations. In 2005, the same pool of allotments

used to demonstrate compliance with the corporate pool standard may bg asetinery in the

pool toward its demonstration of compliance with the refinery average standaaine of the
dlotments m& be usd by one refinery and the remaindexed by another refinery or refineries

in the pool. For example, a refiner with two refineries who obtains 30 allotments to achieve
compliance with the corporate pool standard may apply all 30 allotments to one refinery, or some
of the alotments b each ofhe wo refineries (for example: 15laiments © each refinery20

allotments to one refinery and 10 to the other; etd/® intend clarify the requirements @ding

how allotments may be used to demonstrate compliance with the corporate pool average standard
and the refinery average standard in 2005 in a future rulemaking

As indicated in the Question, the preamble states that, in 2005, a refiner first must
demonstrate compliance with the corporate pool average standard of 90 ppm, and then
demonstrate compliance with the refinery average standard using a maximum of 90 ppm as the
average sdilr level for each refinery, and apjphg credis tobring each refiery’s average down
to 30 ppm.See65 FR 6760. However, this discussion in the preamble is not consistent with the
manner in which compliance is demonstrated under theéataons; i.e., compliance with the
corporate pool average standards and with the refinery average standards is demonstrated
separately, and refiners are required to use actual sulfur levels in computing the refinery average,
as conpared 0 ushg presumedevels of 90 ppm for each refinery aftdemongtating
compliance with the corporate pool average standéingrefore, we are widrawng this
preamble discussion asigance for interpreting the relgtions on this particular issue. The
requlations do not impose any particular priority on compliance with the corporate average and
the refinery average standards in 2005. Contrary to the statements in the preamble referenced
above, refiners need not first demonstrate compliance with the corporate pool average standard;
rather, each standard ndependent ohie other and mrst be netas such.

8. Question: Please clarify how § 80.205(f) is to be applied.

Answer: The reglations provide that a refiner or importer must meet the corporate pool
avera@ standards under 8§ 80.195 if theasgjine production or volume of importedspline is
comprised of less than 50 percent asa@ine desigated as GPAagoline See§ 80.216(f). As
discussed in the preamble, we intended refiners and importers subject to the corporate pool
average standard who produce sdaA gsoline 0 use he sane conpliance process as other
refiners and importers subject to the corporate pool average standards in 200$&8HFR
6763. However, as described in the answer to Question 7 above, the preamble discussion
regarding compliance with the refinery average and corporate pool average standards in 2005 is
inconsistent with the manner in whicbraplian@ with thesestandards is demonsted in the
requlations. Therefore, we are alsotidrawing as gilidance e statemestin the preamél



specifically describing compliance with the corporate pool average and refineryeaverag
standards for such refiners and importers. Thus, as for all other refiners and importers, such
refiners and importers must demonstrate compliance with both average standards (as calculated
under 80.205), but are not required to demonstrate compliance with the corporate poel averag
standard first.We intend to revise the ragations at 80.205(f) to be consistent with the manner

with which the standards are described in 80.195 and with other relevant provisions of the final
rule.

9. Question: Do refiners have to include in their calculations of compliance with the
corporate pool average standard all refineries owned by subsidiaries and refineries owned by
joint venture partners?

Answer: The reglations state that the corporate pool aversigndards apply to the
refiner’s gasoline production from all of its refineries in a calendar y&ae§ 80.195(c)(1).
Joint ventures, where two or more parties collectively own and operate a refinery, are treated as a
separate refiner subject to a separate corporate pool average standard. Howevetatioemseg
allow one partner in a joint venture to include the joint venture’s refineries in its corporate pool
for purposes of calculating compliance with the corporate pool average stalfidard.partner
does this, the joint venture will lwensideed to be in emplian@ with thecorporae average
standard, where the partner that counts the joint venture refineries meets the corporate averag
standard.See8 80.195(c)(5).For any joint venture refineries not included in a partner’s
compliance calculations, the joint venture must demonstrate compliance with the corporate pool
average standard. Thus, partners in a joint venture have the flexibility undenila¢ioag to
comply with the corporate pool average as a joint venture, or to count the joint venture refineries
in eithe partner’'s omplian@ calculations.

The corporate pool average standard applies to all refineries owned by a refiner, which
EPA interprets to include refineries owned by the refiner’'s wholly-owned subsidi&ees5
FR at 6755.Where a refiner partiallpwns a refinery, that refinery is not considered part of the
refiner's corporate pool averag@/here two or more parties collectively own and operate a
refinery, that is considered a joint venture, and as discussed above, one partner of the joint
venture may include the refinery in its corporate pool aver&ges§ 80.195(c)(5).

10. Question: What types of business arrangements does EPA consider to be joint ventures
under 8§ 80.195 and other provisions of the sulfur program? How are other types of shared refiner
ownership to be treated under theulagons?

Answer: EPA considers a joint venture to be a situation in which two or more parties
collectively own and operate one or more refinerteee65 FR at 6755. This definition is
intended to emmmpass a broad range of business arrangements where two or more entities share
ownership of a refinery. Thus, EPA expects that most cases of shared refinery ownership will be
considered joint ventures under theulagjons. For situations where a refinery is owned by
more than one partput not all parties participate in the refinery’s operation, the refinery is
considered a separate entity, and the refiner of that refinery is the business entity consisting of the
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multiple owners. However, we believe that, in this case, one of the owners should be allowed
to include the refinery in its corporate pool as thell@gns allow in joint venture situations.
As a result, we intend to make this change in a future rulemaking.

11. Question: May alimited liability compay be consideed ajoint venture for purposof
the provisions under 8§ 80.195(c)(5)?

Answer: Under 8§ 80.195(c)(5), a joint venture is one in which two or more parties
collectively own and operate one or more refineries. Any joint ownership arrangement that
meets this citeria, indudingalimited liability arrangement, will beconsideed ajoint venture for
purposes of compliance with the corporate pool standards.

12.  Question: Please clarify whether ggenates blended into either conventioresaline or
Reformulated Bendstock for Oygenate Bending (REDB) downstream of the refinery need to
be included in sulfur compliance calculations.

Answer: Section 80.205(c) provides that a refiner or importer may incluggeoates
added downstream from the refinery or import facility if the requirements under § 80.69(a) or §
80.101(d)(4)(ii) of the RFG/CG retations are metTherefore, a refiner or importer may
include, but is not required to include, oxygenates blended downstream in sulfur compliance
calculations.

GEOGRAPHIC PHASE-IN AREA

1. Question: It is our understanding that, if a portion of ttasaline produced by a refinery
located within theGPA is sold outside of the United &g tha gasoline is not subj to the

sulfur standards and it only has to meet the standards of the country to which it is exported. Is
this correc?

Answer: Gasoline that is exported for sale outside the United States is not subject to the
requirements of theagoline sulfur rule, includingasoline produced by a refiner located within
the GPA. See§ 80.200(c).

2. Question: Footnote b of TableM.C.-2 of the preamble is inconsistent with the

requlations at § 80.216(f)The regllations clearly state that the corporate pool average standards
do not apply if a refiner's production volume is mostly GPA gasoline. If the refiner/importer
volume is less than 50 percent GP&gjine, then the corporate pool average standard applies.

Answer: The reglations at 8 80.216(f) are corredihere was an error in footnote b of
Table M.C-2 of the preamble released on 12/21/00, which subsequently was corrected in the
final rule published in thEederal Registeon February 10, 2000.



3. Question Please clarify how GPAagoline should be treated for purposes of complying
with the corporate pool annual average standards. The preamble to the finalgthatsay

refiners and importers who market most of thesaljine outside of the GPA (and, therefore, the
corporate pool average standard applies) must then include &Blng in the calculation of

the corporate pool average. Theukagions at § 80.216(f)(2) say that if the refiner’s or

importer’s volume is less than 50 percent GRéogne, then the corporate pool average standard
applies and all volume must be included (presumably including GPA gasoline).

Answer: If arefiner’'s or importer'saoline volume is comprised of less than 50
percent GPA gsoline, the corporate pool average standards apptyall of the refiner’s
gasoline production and/or all of the importer’s gasoline imports, including GPA gasoline, must
be included for purposes of calculating compliance with the corporate pool annuakaverag
standardsWe intend to add languado § 80.216(f)(2) in a future rulemaking to clarify the
gasoline production that is subject to the corporate pool annual average standards under this
provision. See65 FR 6757.

4, Questiont In determiningwhether the corporate pool average standard applies to a
refiner who produces GPAagpline under 8§ 80.216(f), may the refiner includsadine
production from refineries owned by its subsidiaries or by joint ventures in which it is a partner?

Answer: In calculatingthe percentagof a refiner’s production that is desajed as
GPA gsoline, EPA interprets the nelgtions to require the refiner to coumsgline produced by
refineries owned by wholly owned subsidiaries. These are the entities that must be included in
the calculations of compliance with the corporate pool average. Refineries that the refiner
partially owns, including refineries owned by joint ventures and other business arrangements
through which it shares ownership of a refinery, are considered separate entities under the
regulations, owned by the business entity comprised of the multiple owners. Therefore, EPA will
consider such business entities as separate refiners for purposes of determining whether
compliance with the corporate pool standards applies under § 80.216(f). EPA will not consider
these entities to be part of the production of one of the owners. However, once it is determined
under 8§ 80.216(f) that a GPA refiner is required to comply with the corporate pool standards, the
party may include a joint venture refinery in its pool for purposes of demonstrating compliance
with the corporate pool standards (assuming the joint venture refinery is also required to comply
with the corporate pool standards).

5. Question: What specification standard does a GPA refinesg to ship outside a
despnated GPA area?

Answer: Gasoline produced by a refinery located within the GPA, but intended for use
outside the GPA, must meet the standards and requirements under the suiitiorsgfor non-
GPA gsoline. Gasoline intended for use within the GPA must be designated as GPA gasoline
by the refiner or importer, and it is prohibited from being distributed for use outside the GPA.
Product transfer documents accompagyGPA @soline must identify theagoline as being



GPA gasoline and include a statement that the gasoline may not be distributed or sold for use
outside the GPA.

6. Question: Under the GPA program, a refiner must submitplieation for GPA

standards by 12/31/2000. If a refiner who has not historically supplied the GPA wishes to supply
gasoline to the GPA area some time after 12/31/2000, can the GPA application be submitted at
tha time?

Answer: The GPA provisions provide for less stringent standards during theyearty
of the sulfur program foragoline intended for sale in the GPA. As discussed in the preamble,
the GPA provisions are intended to provide relief for those refiners who are located in or near the
GPA and who supply that are&ee65 FR 6756-57. We believe that those refiners will have
sufficient time under the application deadline in theulagons to applyor GPA gsoline
standards. As a result, refiners may not apply for GPA standards after that date. Note, however,
that a refiner who does not have an approved GPA standard may gegnpige to the GPA at
any time, since non-GPA gasoline is not prohibited from being sold in the GPA.

SMALL REF INERS

1. Question: Section 80.225(a)(3) sathat, to qualify for small refiner status, the averag
crude capacity of the refiner must be less than or equal to 155,000 bpcd for 1998. However, the
preamble sag/'for 1999." Is there is an inconsistency here?

Answer: Yes. There was an inconsistency between in the preamble and 8§ 80.225(a)(3)
regarding the crude oil cagigy criteria for small refiners. This inconsistency was corrected in
the final rule published in tHéederal Registeon February 10, 2000. The correct criteria is an
average crude capacity less than or equal to 155,000 bpcd for 1998.

2. Question: Section 80.230(a)(1) sayRefiners of refineries built afteaduary 1, 1999.”
This section should read, “Refiners wittfineries built afterahuary 1, 1999.”

Answer: The regulatory language is clear that refiners who own refineries built after
January 1, 1999, are not eligible for the small refiner hardship provisions. However, we agree
that the suggested change would clarify the provision, and intend to make this clarification in a
future rulemaking

3. Question: Assume that a small refiner has a baseline of 100 ppm, its standard under §
80.240(a) would be 100 ppm. However, the corporate pool average for 2004 is 120 ppm and
there is no individual refinery standard. As a result, the small refiner would be better off not to
elect small refiner status until the year 2005. Is this possible?

Answer: The reglations provide that amgfiner who wishes to participate in the small



refiner program must apply by December 31, 2000. Upon approval of the application, EPA will
notify the refiner of each smlalefinery’s appicabk standard, baseke volume, and per-gah

cap standard.SeeS 80.235. EPA interprets the rdgtions to require approved small refinery
standards to apply from the beging of the small refiner program in 2004, and to be in effect
until the end of the small refinery program in 2008, unless the refiner notifies EPA under §
80.230(b)(2) of an election to comply with the standards in § 80.195. As a result, a refiner who
obtains small refiner status may not elect to have the small refinery standards become effective in
2005 rather than 2004. EPA also interprets the election under 8 80.230(b)(2) to be a one time
election. If a small refiner chooses to opt out of the small refiner program pursuant to 8§
80.230(b)(2) and comply with the standards in 8§ 80.195, the refiner may not elect to have its
small refinery standards apply in a subsequent averaging period.

4. Question: Fa purposes of establishirggnall refiner status, do refiners have to include in
their calculation of number of employees and corporate crude capacity all refineries owned by
subsidiaries and all refineries owned by joint venture partners?

Answer: The sulfur reglations define “small refiner” as a refiner who producasoline
at a refineryby processing crude oil through refinery processing units, employed no more than
1,500 people in calendar year 1998, and had an average crude capacity for 1998 less than or
equal to 155,000 barrels per calendar day (bp&be§ 80.225(a)(1). The regations state that,
for purposes of determining the number of employees and corporate crude capacity, the refiner
must include the employees and crude capacity of any subsidiary companies, any parent
company subsidiaries of the parent compaagd any joint venture partners. EPA interprets this
regqulation to require refiners to include employees and crude capacity at any and all subsidiaries,
as well as employees and crude capacity of any joint venture parBes&80.225(a)(2). EPA
interprets a subsidiary of a company to mean any subsidiary in which the company has a 50
percent or geater ownership interest.

5. Question: In applying for small refiner status, does a refiner have to include in its
average crude capacity in 1998 any capacity used under a leasing agreement at a refinery it does
not own?

Answer: The reglations require a refiner apphg for small refiner status to provide its
total corporate crude capacity in its application. The definition of small refiner is limited to those
refiners with average crude capacity in 1998 less than or equal to 155,000 barrels per calendar
day (bpcd), and no more than 1,500 employees in 18B8etermining crude capacity, the
regulations require refiners to include the crude capacity of any subsidiary companies, any parent
company and subsidiaries of the parent compang any joint venture partners. Other than
these specific entities, the regulations do not specify which refineries must be included in the
crude capaty calcuhtion for smdl refiner status.See88 80.225 and 80.235.(a)(2)

The crude capacity limit was adopted to ensure that only truly small companies who need
additional time to cmply can qualify for small refiner status. Refiners who have relatively large
crudecapaday will like ly be in a better position to finamend install desulfurization equipme
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to meet the national standards in 2004, even if they employ less than 1,500 people. In addition,
the crudecapady limit is intended to limit the potgial environmatal impats of the smi

refiner standards, by ensuring that the volumeasbline subject to such standards is not
significant. See65 FR 6767.

EPA interprets its ragations to require refiners apphg for small refiner status to
include only the crude capacity in 1998 at refineries it owned, including refineries owned by
subsidiaries, parent companies and subsidiaries of the parent compampartners in joint
ventures. Thus, refiners are not required to include crude capacity used in 1998 pursuant to a
lease agreement with another refiner in which it has no ownership stake. This approach is
consistent with the purposef thecapady limit. First, ax ageement to lase cuodecapady is
not likdly to significantly impat arefiner’s dility to finanae and install desulfurization
equipment at its refineries. While such an agreement will have some value, we do not expect it
will be sufficient to assist a refiner in generating capital to make refinery investments to reduce
sulfur in time to meet the national standards in 2004.

In addition, this interpretation will not increase the volume of gasoline potentially subject
to the small refiner standardSmall refiner standards apply based on the small refiner’s baseline
sulfur level and bas@te volume. These vaés are calcated for each oftie smdlrefiner's
refineries. See88 80.245 and 80.250. As described above, the crude capacity at a facility leased
by a small refiner is not considered part of the refiner’'s capacity for purposes of small refiner
status. Therefore, that facility is not considered one of the small refiner’s refineries, and is not
assigned a baseline sulfur level or volume under § 80.250. Thus, production at that refinery is
subject to the national sulfur standards.

6. Question: The sulfur rule sagthat a small refiner must producasgline by processing
crude oil through a refinery processing unit. Does our refinery meet that requirement if we
produce gasoline by processing crude oil through a processing unit, but we sometimes finish
creating our batches through the later addition of other blendstocks at the fefieadd
components such as ethanol or raffinate to create the qualities we want in the finished batch.

Answer: Under 8§ 80.225(a), a small refiner is a refiner who processes crude oilithroug
refinery processing units, employed an average of no more than 1,500 people during 1998, and
had an average crude capacity less than or equal to 155,000 barrels per calendar day ffor 1998.
the situation described in this question, the refiner fits that part of the small refiner definition that
requires the refiner to be one who processes crude oil through refinery processing units, since the
refiner producesagoline by processing crude oil. The fact that the refiner may also finish a
batch through the later addition of other blendstocks does not affect its small refiner status.
However, the volume of blendstocks used by the refiner should be excluded from the
determination of crude capacity, unless the blendstocks have undergone substantial
transformation through the refining process.

ALLOTMENTS AND CREDITS
10



1. Questiont Should California gsoline be excluded from baseline calculations for
purposes of gnerating early credits?

Answer: Yes. California gsoline as defined in § 80.375 should be excluded from 1997-
1998 baseline calculations for purposeseafegating early credits, and also for purposes of
submitting a baseline under the small refiner, GPA or temporary hardship relief provisions. The
sulfur regulations provide that Californiagpline is not subject to any of the provisions of the
sulfur program.See§ 80.200. This includes the baseline application provisions at 88 80.245 and
80.290, as well as the provisions for determining annual sulfur levels at § 80.205. The sulfur
regulations also provide that the 1997-1998 sulfur baselines are based on the refiner's RFG/anti-
dumpingcompliane data, a submitted to EPA in the RFGf&-dumping reports. California
gasoline is gnerally required to be excluded from these repdise als&EPA’s “Guidance to
Parties Submitting Gasoline Sulfur Baseline Applications” (EPA420-S-00-001, March 2000),
which is posted on the Office of Transportation and Air Quality web site at:
http://www.epa.gov/otag/tr2home.htm.

2. Question: The baseline submissiomidance is silent on the impact of refinery
acquisitions and sales on asgline sulfur baselinePlease providewgdance on how a refinery

sale or acquisition during 1997/1998 should be handled with regard to baseline establishment,
and how a refinery sale/acquisition should be handled after 1998 and prior to sutkamitting
baseline application (i.e, sale or acquisition during 1998-200@) refiner did not produce

gasoline in 1997-1998 (for example, a recent start-up), how would that refiner establish a sulfur
baseline for credit generation? Is there a process for resubmitting a baseline if a refinery is
sold/acquired after a baseline has been approved?

Answer: We interpret the redations to require a refinery’s sulfur baseline to be
calculated based on all of thasgline produced by the refinery during 1997-1998, withowdrceg
to ownership.In the case of a refinery that cha@dgwnership during 1997-1998, or after 1998,
we expect that any data required to establish the sulfur basetieeted prior to the new
owner’s acquisition of the refinery will be available to the new owner for purposes of submitting
a baseline applicationf a refinery changs ownership after its baseline is approved, the new
owner would need to submit a baseline application for the refinery under § 80.290. The new
owner would indicate in the application that the refinery had received an approved baseline under
prior ownership.

For a refinerythat was not in operation in 1997-1998, we believe that sulfur data for at
least 12 consecutive months should be required to establish a sulfur baseline for early credit
generation. The baseline application for such a refinery should include data festtiee
produced dung each yeartte refinery wasn operaiton afer the refinery was reagtaited. Where
appropriate, the baseline for such refineries will be determined based on the annuel averag
sulfur content for the most recent year of operatife intend to modify the ragations to
provide for this situation in a future rulemaking.
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3. Question: If a refiner believes that certain data submitted in the 1997-1998 RFG/anti-
dumping batch reports contains some inaccuracies (which would not have resulted in non-
compliance), can or should such data be excluded from the data submitted to EPA for purposes
of establishing a 1997-1998 sulfur baseline?

Answer: We believe that such a determination would depend on the refiner’s specific
concerns. We suggst that any refiner who has concerns about data quality consult with EPA
before submitting a sulfur baseline application.

4, Question: Recenly issued gidance specifiehat GTAB nust be excluded frorthe
volume of gsoline for determining a sulfur baseline. Please explain why GTAB is to be
excluded. Does this exclusion apply to both domestic importer-refiners and foreign refiners?

Answer: The recent EPAdance on basele subnissions specifiehat GTAB
(“gasoline treated as blendstock”) batch report data should not be included in baseline
determinations for sulfurSee‘Guidane to Parties Submitting Gasoline Sulfuadgline
Applications,” March 2000. Thiswgdance was intended primarily for domestic importer-
refiners who use GTABThe GTAB approach under the RFG program is aesgigo allow
domestic importer-refiners to correct off-spec importazbine by conducting remedial
blending before it leaves the importer-refiner’s facility this situation, the GTAB is used by
the pary as ablendstockand blended with other components to bring the product to
specifications. The regulations provide that only finished gasoline is to be included in the
baseline determination. Therefore, GTAB batches should be excluded from baseline calculations
by importer-refiners, as described above.

In the case of a foremgrefiner, baselines are determined based on the volume and sulfur
content of all of the finishedagoline produced at the foreign refinery that is imported into the
U.S. See88 80.94(b) and 80.410(b). Gasoline is not destigd as GTAB when it leaves the
foreign refinery. It is not until the gasoline is imported into the U.S. that the product is
desighated as GTAB by the importer-refiner. As a result, a foreign refiner would not have any
basis upon which to exclude from its baseline determinatiogamjine produced by the
foreign refinery that was imported into the U.S. in 1997-1998, including gasoline that was
subsequently used by the importer-refiner as GTABerefore, a foreign refiner should include
in its baseline calculations all gasoline that was imported into the U.S. in 1997-1998, regardless
of whether any of theagoline was subsequently used by the importer-refiner as GTAB.

5. Question: If a foreign refiner registers and submits its sulfur baseline for purposes of
generating credits in 2000, when can the foreign refineirbiegdesigate carges for credit
generation?

Answer: Early credits gnerated by a foreign refiner who has an approved sulfur baseline

will be based on all of theagoline produced by the foreign refinery that is imported into the U.S.
during the annual averaging period. Therefore, for the purpose of determining credits for the
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2000 annual averaging period, all shipmentsasbline produced at a foreign refinery and
exported to the U.Srom Jnuary 1, 2000, through December 31, 2000, may be included in
calculating the refinery’s annual average sulfur ler credits gnerated in 2000, the foreig
refiner will be required to submit a sulfur reportfgoruary 28, 2001, which includes data
relating to the refinery’s sulfur baseline, the sulfur content and volume oésbbng exported
to the U.S. by the refinery during the averaging period, and creti¢sajed.

6. Question: The allotment program is very compleXhe calculation of allotments and/or
credits may be a critical factor in a refiner's compliance. What mechanisms will be adopted by
EPA to avoid problems of refiner compliance due to misinterpretation and errors in calculations?

Answer: Although the allotment program appears complex believe that the
equations provided in 8 80.275 are stnéiigrward and relatively easy to applyVe will,
however, provide assistance to any company that is having difficultyiagphese provisions.

7. Question: Why are credits and allotmentsprssed in ppm-gallons and not in ppm-
barrels, since barrels or thousand barrels are the commercial units used by refiners?

Answer: Consistent with the requirements under the RFG program, § 80.195(a)(2)
provides that, for purposes of sulfur compliance and repoitigmes are gxessed in glons.
Accordingdy, credits and allotments are required to be calculated and reported in units of ppm-
gdlons. Although barrels may be the commercial units used by refiners, the conversion from
barrels to gallons requires a simple calculation which should not impose an undue burden on
regulated parties.

8. Question: The reglations at § 80.275(a)(2)(i) discountje/ A sulfur allotments by 20
percent whenhte average sfur contents <30 ppm, whereafié preamble statelsat alotments
retain full value if the annual average sulfur levet B30 ppm. Similarly, 8 80.275(a)(2)(ii)
includes a 20 percent discount for Type A sulfur allotmeWahich is correct, the regations or
the preamble?

Answer: There is an inconsistency between theil&gpns and the preamble eeding
whether Type A sulfur allotments should be discounted when the refiner’'s average sulfur content
is <30 ppm. The approach we intended to adopt is the one stated in the preamble, in which
allotments retain full value if the annual average sulfur leveB&ppm. See65 FR 6759. We
intend to correct the equations at 8 80.275 in a future rulemaking

9. Question: In the preamble, an arple is gven of a refinergenerating allotments based
on a 2003 average of 50 ppm and 20 ppm. Please demonstrate the credits and allotments
generated for each refinery and under each scenario for 2003 in the table shown below to help
clarify how credits and allotments arengrated under various conditions.

13



Baseline 2003a 2003b 2003c

Refinery A 25 35 25 20
Refinery B 50 50 25 40
Refinery C 100 50 25 80
Refinery D 300 50 25 240

Answer: The allotments and credits that would leaeyated in 2003 in the scenarios
described are as follows (assumedlog volume). (Note that we intend to modify 88
80.274(a)(2)(i) and (ii) to delete the discount factor of 0.8 in these provisions - See Question 9
above.)

Refinery A (Baseline - 25 ppm)

a) Average 35 ppm (8 80.275(a)(2)(v)): ((25-35) x 1) x 0.8 = 0 allotments
b) Average 25 ppm (8 80.275(a)(2)(iii)): (25 - 25) x 1 = 0 allotments
c) Average 20 ppm (8 80.275(a)(2)(iii)): (25 - 20) x 1 = 5 Type B allotments

RefineryB (Baseline - 50 ppm)

a) Average 50 ppm (8 80.275(a)(2)(v)): ((50 - 50) x 1) x 0.8 = 0 allotments
b) Average 25 ppm (8 80.275(a)(2)(ii)): (50 - 30) x 1 = 20 Type A allotments
(30 - 25) x 1 = 5 Type B allotments
c) Average 40 ppm (8 80.275(a)(2)(v)): ((50 - 40) x 1) x 0.8 = 8 Type A allotments

Refinery C (Baseline - 100 ppm)

a) Average 50 ppm (8 80.275(a)(2)(v)): ((200 - 50) x 1) x 0.8 =40 Type A allotments
b) Average 25 ppm (8 80.275(a)(2)(ii)): (100 - 30) x 1 = 70 Type A allotments

(30 - 25) x 1 = 5 Type B allotments
c) Average 80 ppm (allotments/credits may not &eegated under 8 80.275(a)(2) if the refinery
average is iggater than 60 ppm; however, in this example, credits magrisaged under 8§
80.305): 1 x (100 - 80) = 20 credits.

Refinery D (Baseline - 300 ppm)

a) Average 50 ppm (8 80.275(a)(2)(iv)): (300 - 120) x 1 = 180 credits

((120 - 50) x 1) x 0.8 = 56 Type A allotments
b) Average 25 ppm (8 80.275(a)(2)(i)): (300 - 120) x 1 = 180 credits

1 x 90 =90 Type A allotments

(30 - 25) x 1 = 5 Type B allotments
c) Average 240 ppm (allotments/credits may notéeated under § 80.275(a)(2) if the
refinery averagesigeater han 60 ppmhowever, m thisexample, crets maybe gneraed
under § 80.305): 1 x (300 - 240) = 60 credits
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10. Question: Between 2000 and 2003, a refinery caneyate early sulfur credits, which
would be reported to EPA, but the refinery would not report any deficit (i.e., if the refinery
produced higer sulfur gsoline than its 1997-1998 baseline during 2000-2003he refinery’'s
annual average sulfur level in 2000-2003 exceeds the refinery baseline, there is no violation of
EPA regilations as long as all RFG and anti-dumpingif&ipns are met. Are these statements
correc?

Answer: These statements are correct since there is no sulfur standard prior to 2004.
However, parties would be liable for any improper credits that are claimed.

11. Question: The preamble say"BeginningJuly 1, 2000, certain requirements apply to
parties that voluntarily opt for early sulfur reduction under the average banking and trading
(ABT) provisions." Specifically, what begins on July 1, 20007 Is this date correct?

Answer: The NPRM proposed to require refiners who wishamegate credits during
2000-2003 to submit a sulfur baseline application to EPA byl]Jl®00. However, the date for
submission of a sulfur baseline application for early cresliegtion was chamrg in the final
rule to September 30 of the year in which the refiner plans io lgegerating credits See§
80.290(a).Beginning in 2000, refiners who wish teerate early credits are also required retain
records of the sulfur content of each batch produced by the refinery fgeany which the
refinerygenerates creditsln addition, refiners who are not alreadyistgred under the RFG/CG
program must ragter with EPA by September 30 of the year prior to the first year of credit
generation, or by May 10, 2000, for crediengrated in 2000.

12.  Question: In a scenario where two refineries are ownethieysame parent comparny
there any situation in which one refinery (GPA refinery) could not use allotments and/or credits
that were gnerated by the other refinery (non-GPA refinery)?

Answer: Credits gnerated by the non-GPA refinery (or any other refinery) may be used
by the GPA refinery for demonstrating complka with the refinery’s GPA gasoline standard, if
used in accordance with the provisions for credit use in § 80.315. Although allotments may not
be used to achieve compliance with the refinery or importer annual average standards at 8 80.195
(except in 2005), allotments may be used to demonstrate compliance with the<aiteg
standards.See8 80.216(d). Therefore, allotmentangrated by the non-GPA refinery may also
be used by the GPA refinery for demonstrating compliance with the refinery’'s GPA standard, if
used in accordance with the provisions for allotment use in § 80.275(c). However, in the
scenario described above, allotments would onlyebergited if the company is subject to the
corporate pool average standards under 8§ 80.216(f)(i.e., less than 50 percent of the’'sompany
gasoline production is GPA gasoline.)

13.  Question: Itis our understanding that blender terminals are not able to establish a

baseline or gnerate early credits under the sulfurulatjons. Is this correct?If not, how would
a sulfur baseline be determined for that parfor example, if a downstream terminal is
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regstered as a refiner and producesaline by blending a naturally produced material such as
natural gasoline or condensate with other gasoline blending components, how would that facility
be treated under the sulfur tégtions?

Answer: Under the sulfur ragations, anyerson who producesgpline by blending
blendstocks is a refiner subject to all of the standards and requirements of the sulfBee§i.
80.2(h) and (i). However, the sulfur tdgtions specify that early credigeration is limited to
refiners who produceagoline from crude oil.See§ 80.285(a). As a result, a refiner who only
produces gasoline by blending blendstocks, such as blending natural gasoline or condensate with
other blending components, would not be ablesteepte early credits, and therefore, would not
need to establish a sulfur baseline. However, a blender refiner may participate in the credit
program in 2004 and thereafter based on reductions from the 30 ppm sulfur st&ek&rd.
80.285(b). A blender refiner manerate early credits at any of its refineries that produce
gasoline from crude oil.

14.  Question: During the period of early crediegeration (2000-2003), would a foreig
refiner be able to earn credits fasgline components exported to the U.S. for blending into
finished gasoline?

Answer: Under the redgations, earlycredits are gnerated based on finishedsgline
produced during the averaging peridgiee8 80.305. As a result, a refiner would not be able to
generate early credits based asgline components. As discussed in Question 13 above, the
blender refiner who blends the components into finistasdlme also would not be able to
generate early credits, since the ukdions only allow refiners who producesgline from crude
oil to generateeaty credits.

15. Question: Can allotments beegerated by blender refiners who combine blendstocks
with finished gsoline downstream from the refin@ry

Answer: EPA intended for gneration of early allotments, like early ABT credits, to be
limited to refiners who produce gasoline from crude oil. We intend to revise the regulations in
accordance wh thisapproachn a fuure ruemking. Like ABT credis, blender refiners ay
generate allotments in 2004 and 2005.

16. Question: Section 80.315 states that the credit transferor must apply any credits
necessaryo meetthe ransferor’'s apptabk averag standard beforeansferring creds to any

other refiner or importer, and that no credits may be transferred that would result in the transferor
having a negive balance.lt is not clear why a refiner can carry over aatieg balance under 8§
80.205(e) because he blendednhhsglfur gsoline, but not because the refiner sold credits.

Answer: Section 80.205(e) is included in the regulations to provide additiondifigx

in the earlyyears of the sulfur program for those refiners who have difficulty meeting the sulfur
standard due to circumstances such as an unexpected shutdown or an inability to obtain sufficient
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credits. Under this provision, such refiners are not required to purchase credits before utilizing
the deficit carry-over provisions. However, EPA believes that a refiner whceehesated or

otherwise obtained credits should use those credits to achieve compliance in the event of a deficit
rather than transferring the credits and carrying the deficit over to theveraging period. As

a result, the ragations provide that a refiner may not transfer credits if doing so would create a
deficit for that refiner for that averaging period.

17.  Question: There s significant difference beteen "refner" and "refinery’. Porions of
the rgulations usérefiner” where "refinery" is thegppropriate term. While it nyabeclearfrom
the context that "refinery" is meant, text should be changed to avoid any possible
misunderstandings.

Answer: We agee with thecommaent and intend to make tke claifications in a future
rulemaking These clarifications would not affect the wéggory requirements in the current final
rule.

SAMPLING AND TESTING

1. Question Can a refiner or importer usespline sulfur test methods other than ASTM D
2622-98, especially for sulfur levels of 10 ppm and less?

Answer: The rule desigates ASTM D 2622 as the benchmark test methoalHigh
compliane will be determined, and tha the test thiathe Agencytypicaly will use in
establishing compliance. However, the rule does permit alternative test methods to be used for
affirmative defense purposes, but only if the alternative test method has been appropriately
correlated to the regatory method, and the alternative test protocols have been followed. See §
80.330(c). EPA hopes to publish a proposal for a performance based measurements systems rule
(PBMS), which would ultimately codify standardized procedures by which a party may qualify
alternative test methods.

2. Question: If a refiner produces asgpline batch less than 10 ppm sulfur by ASTM D-
2622, how can an average be obtained with this test method without losing the lower sulfur level
bath in the averag? For example:

Batch 1 100,000 BBLs at 32 ppm S.

Batch 2 20,000 BBLs at 1 ppm S.

Average using 1ppm actual S would be 29.33 ppm

Average using 10 ppm S D-2622 (lower detectable level) would be 30.83 ppm

Can EPA specify a method that actually measures less than 10 ppm to determine

measurements below 10 ppm sulfuriflustry needs some additional clarification on use of
method D- 2622 for determining values less than 10-20 ppm.
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Answer: The test method D-2622 was originally selected because the technique of
Wavelength Dispersive X-ralluorescence has been widely demonstrated to exhibit excellent
linearity with little or no bias across the range of sulfur concentrations present in commercial
motor fuel mixtures. This absence of bias is central to the concerns regarding variability at very
low levels of sulfur in motor fuels.

In general, EPA believes that the method selected, D-2622, has demonstrated sufficient
linearity that results may be temed for their actual reading, not truncated to the limit of
guantification (LOQ) when the actual reading is lower. For example, if the laboratory in
guestion believes that their LOQ is 10 ppm, and a particular sample actually reads as containing
5 ppm, the answer does not have to be obthtay10 ppm for reporting

In the example presented in the question, the result for the 1 ppm sample is either
truncated to the method’s LOQ, or assumed to be read at the upper limit of its statistical
boundary (in other words, the reading was as bad as it could acceptalllyibe) this may
yield a non-complying average in this case, in fact the case is not representative of what is
realistically expected in commerce. According to thell@gn, the reporting period for the
averaging of sulfur results is one year. EPA is not aware of refineries that can afford to produce
only two batches in a year.

Because the selected method is assumed to be linear and without bias, it is reasonable to
assume that over the one year reporting period, the randomness that occurs in sulfur
measuremerwill average to zero. That is, high results will have offsetting low results. This is
the definition of zero bias.

In fact, EPA believes that this sample problem can be contrived for any commonly
available test method, as all test methods demonstrate soree dégandomness in their use.
In addition, this randomness is not confined to the lower end of the concentration scale.
Typically, ASTM variability rates are expressed as a function of concentration. This means that
in most @sesthe varidility in results from samples comténg hicher @ncentrations ee greater
in absolute terms than the variability of samples of lower concentrations. For example, if a
method has a variability rate that is expressed as variability = conc. * 10 percent, a sample
containing 500 ppm could be read as off by as much as 50 ppm, while a sample containing 20
ppm could be read as off by only up to 2 ppm. Since the actual averaging scheme is a linear one,
the 50 ppm error will clearly dominate.

As in the example in the question, this is a contrived situation, unlikely to be seen in
commerce.In fact, most ASTM test methods have variability that is expressed as a combination
of a proportional part and a linear part. This example does serve to demonstrate that within the
averaging scheme in the régtion, smaller individual results have much less impact on the
overal averaged resuthatlarger ones.

EPA believes that if test method D-2622 is calibrated carefully, with particular attention
paid to the origin by the inclusion of blanks in the calibration standard set, thelirqriadt
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results from samples of lower concentration will be averaged out over the reporting period. The
outcome of this will be that inappropriately noncompliant averages will not be observed.

3. Question: What test requirements iskfor determination of the sulfur content of

denatured ethanolWhat test method must be used to determine the sulfur content of ethanol?

In the absence of an approved test method, whdagce can the Agency provide fuel ethanol
producers to avoid a violation? Will the Agency consider postponing enforcement of the ethanol
sulfur specification until an ASTM test method for sulfur in ethanol is established?

Answer: The reglations do not require an ethanol blender, producer or supplier to test
ethanol for sulfur contentThe regulations do prohibit blending denatured ethanol into gasoline
if the sufur content oflte denaitred ethanol exceeds 30 ppee§ 80.385(e). W expect the
sulfur content of denatured ethanol would seldom approach 30 ppm under current ethanol
production industry practices. To address ethanol blender concerns about the possible receipt of
high sulfur ethanol, however, these blenders might choose to establish comreegcial (
contractual) arrangements with their suppliers to only supply ethanol whose sulfur content does
not exceed 30 ppm. Further, the ethanol blenders could create quality assurance programs which
periodicaly test received ethanol for cqotiance of sulur content

We believe that ASTM D 2622-98, the desaged method for testingr sulfur content of
gasoline, will be useable for this testing purpose, as long as the calibration of the instrument is
performed wih an ethanol blendhatis represerdtive of he sarmples that are expected e
tested. Since we believe this ASTM method is sufficiently precise to determine if the sulfur
content of the denatured ethanol exceeds 30 ppm, we do not believe there is a need to postpone
enforcement

4, Question: Section 80.46(a) was amended by the rule to require the use of ASTM D-
3246 to determine the sulfur content of butane. Many refiners and butane suppliers do not
currently use that method. Requiring a new method prior to the 2004 effective date of the
gasoline sulfur standards would be costlythese companies. What is the effective date for the
use of ASTM D 3246-96 for testing butane for sulfur content?

Answer: The final gasoline sulfur rulemaking amended 40 CFR § 80.46(a) to require the
use of ASTM D 3246-96 to determine the sulfur content of butaralitihot intend to require
the use of this new test method to be effective immediately. We intended that it should take
effect Anuary 1, 2004, when a butane sulfur content standard becomes effective for refiners who
produce gsoline by blending butane to previously certifieda@ine. Until &nuary 1, 2004, any
appropriate ASTM method may be used for testing the sulfur content of bitéiatend to
take reglatory action to clarify the effective date of the uégfory butane test method.

5. Question: Under 8§ 80.330(a), a refiner or importer must sample and test each batch of

gasoline for sulfur content prior to shippitige gasoline from the refinery or import facility,
effective dnuary 1, 2004, orahuary 1 of the first year of crediegeration, whichever comes
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first. Paragaph (a)(3) provides an exception to the requirement to test beforastiime leaves
the facility for parties who test composited samples. Is a refinery that tests every batch of
conventional gsoline producedi.@., does not test composite samples) exempt from the
requirement to test prior to thespline leaving the refinery, prior to 20047?

Answer: Under the provisions of § 80.330(a), all refiners and importers who participate
in early credis or alotments generaton would be requiredttest each bah of gasoline they
produce or import for sulfur content prior to the gasoline leaving the facility, except that: (1)
parties who collect and test composited samples of conventional gasoline would be allowed to
continue that practice untibduary 1, 2004; and (2) parties who have approved in-line blending
waivers are exempt frortine requirerant to test before he gasoline leaveshe refinery even aft
standards @ into effect startinganuary 1, 2004. The rule did not address whether parties who
currenty test each bah of gasoline bytesting a represeative sample t&ken fromthe
cettification tank (.e., who do notest compode sanples) would be exempt fronesting each
batch prior to the gasoline leaving the facility prior to January 1, 2004. We did not intend to
make refiners who test every batch of CG to have more severe requirements than refiners who
test composite samples. Untanbiary 1, 2004, refiners who test each batchasbline may
releasethegasoline prior to obtianing atest result. We intend tdagify this in a tehnical
amendment to the regulation.

6. Question: Is a conventional @soline refinery, participating in early creditengration,
and using in-line blending, required to have an in-line blending waiver in order to participate in
the early creil generation program.é.,prior to 2004)?

Answer: Section 80.330 requires that a refinery must determine the sulfur content each
batch of conventionalagoline or RFG produced prior to thasgline leaving the refinery unless
the refinery has an approved in-line blending waiver under 8§ 80.65(f)(4). A refinery that
currently produces conventionaspline by in-line blending but has no in-line blending waiver
cannot participate in the early credits program unless it obtains an in-line blending waiver.
However, the in-line blending waiver for conventionad@ine is only required to address sulfur
sampling and argsis. We will make every effort to review in-line blending waivers promptly.
Where appropriate, EPA may determine that the in-line blending waiver may apply retroactively
to the date that the refinery first met all requirements for an in-line blending waiver.

7. Question: If a refinery that is participating in the early dtegrogam is testing
composite samples of conventional gasoline prior to 2004, must it nevertheless retain samples
from each batch ofagoline produced?

Answer: Section 80.335(a) provides that begngJanuary 1, 2004, orahuary 1 of the
first year allotments or credits arengrated under 88 80.275 and 80.305, whichever is earlier, a
refiner must retain representative samples of #selme batch samples anadg under the
requirements of this subpart. Composited samples are treated as representative of a single batch
of gasoline.See8 80.330(a)(3). Compositing of samples for sulfur testing purposes is allowed
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until January 1, 2004. Hence, prior tanbiary 1, 2004, those refiners who amalgomposited
samples of conventionabspline are required only to retain portions of the composited samples
pursuant to 88 80.330(a)(3) and 80.335(a)(1).

8. Question: Section 80.335(a)(2) requires refiners to retain sample portions for the most
recent 20 saples colected, or for each saie collected dumg the nost recent 21 day period,
whichever is geater. Is a refinery that produces only one or two batches®blme per year
required to retain samples for up to 10 or 20 years?

Answer: The cited section of the regtitan specifies the minimum number of batch
samples from a refinery, which once created, must be maintained (tw€&hg/regilation does
not specifically address the maximum amount of time that any particular sample must be
maintained. This was not considered to be an issue since the Agency assumed that refineries and
importers produce or import a substantial amount of batches eactSyedr parties would
accrue he tventy bath minimum in rehtively short order, schiatthey would effeavely be abé
to dispose of any additional, older samples quickly. This question indicates, however, that at
least one refiner omporter handlesdss han a handful of bethes each year, shatits bath
samples might have to be retained for an extensive amount of time, such as between ten and
twentyyears. The Agency did not intend for refiners to be required to maintain sulfur samples
for an excessive amount of time. We will address this issue through a future rulemaking

9. Question Several denaturants are used for fuel ethanol, including conventasadihg,
raffinate, LSR gasoline and naturalagoline. The predominant denaturant used is natural
gasoline, which could be described as a “gasoline blendstock.” Does EPA intend to treat an
oxygenate blender using ethanol denatured with denaturants other than unksatied gs a
“refiner” for the purposes Tier 2 cqrhance?

Answer: The gsoline sulfur rule states thatygenate blenders who blendygenate
into gasoline downstream of the refinery are not subject to the rule’s refiner requirements, but
are, instead, subject to downstream standards and prohibi8erS8.80.212. The Agency
interprets the term ggenate blenders under thasgline sulfur rule to include those ethanol
blenders who blend ethanol into gasoline, even though the ethanol may contain gasoline
denaturants, in a manner consistent with ASTM specifications, which are not unlesaleteg
This inclusive interpretation makes the gasoline sulfur rule’s treatment of ethanol blenders
consistent with that found under the RFG/CG angberate blender programs. Under these
programs, ethanol blenders, astless of the denaturant involved, are exempted from those
provisions of the programs under 40 CFR Part 80 which are applicable only to refiners and
importers of gsoline. The rationale for this inclusion under these programs is that the blending
of only denatured ethanol (up to 10 percent by volume) should not cause the gasoline to violate
the RFG/CG volatility standards, wiegdhe ethanol is added inampliance with regulatory
requirements and where the blended oxygenate does not otherwise affect the quantity or quality
of gasoline.

The Agency believes that the same rationale applies under the sulfur program, provided
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that the ethanol blender does not blend into the gasoline ethanol containing more than 30 ppm
sulfur. Compliance with this sulfur content prohibition should ensure compliance of the blended
gasoline with the low sulfur requirements of the rule. Due to this prohibition, the Agency
believes that market forces will ensure the use of low sulfur denaturants in ethanol to be sold to
ethanol blenders.

10. Question: A refiner produces a batch odspline at its refinery It collects a sample of

the gasoline and conducts certification testing. The sulfur content test result is less than the 80
ppm refinery level standard. Thespline is then moved to another tank within the refinery

where it is comminigd with several other certified batches whose certification test results were

also less than 80 ppm. The gasoline is sampled and tested subsequent to being moved. Does the
95 ppm downstream sulfur standard apply to this subsequent test result?

Answer: The downstream standard applies to samples of gasoline subsequent to
movement of theagsoline from the tank in which certification sampling is conducted, even when
these subsequent samples are ctakd within the refinery or import facility where the gasoline is
produced or imported. Thus, a refiner or importer may conduct a quality assurance program of
the gasoline located at the refinery or import facility that previously has been certified, and apply
the downstream cap standard when evaluating the quality assurance samples.

11. Question: A refiner or importer produces or imports a batchasbgine and collects a
sample of that gasoline for certification testing. The refiner’s or importer’s certification test
result for the gasoline is less than 80 pdaRA takes a sample of the same batch of gasoline
from the certification tank. (Or a refiner or importer submits a retained sample of certified
gasoline to EPA.) The EPA test result for the gasoline is greater than the 80 ppm refinery level
standard. Would EPA consider the sample to be in violation of the refinery level cap standard?
Under the same scenario, but where the EPA test result is also under 80 ppnread¢isiman

the refiner’s test result, would EPA consider the refiner’s test result invalid for purposes of
calculating the average annual sulfur level of the refinesslme?

Answer: EPA would determine whether the batch is in violation of the cap standard
based on whether €éxceedshe 80 ppnrefinerylevel standard.If the EPA €st resul is greater
than 95 ppm, the batch would be in violation, since any test result over 95 ppm exceeds ASTM
reproducibility for gasoline whose true sulfur value is less than 80 ppm. If the EPA test result is
greater than 80 ppm but less than 95 ppm, EPA would reserve théoridetermine whether the
true sulfur value of the sample ieegter than the 80 ppm refinery level cap. EPA could make
this determination by conducting multiple analyses on the sample, by submitting the sample to
other laboratories for testing, by testing other samples collected from the same batch of gasoline,
or by any other means that wouldg) EPA sufficient confidence that the sulfur level of the
sanple exceeds 80 ppm

In the second scenario, EPA would consider the refiner's annual eveataglations to
be incorrect if we determine that the refiner’s test results demonstrate a bias in favor of batch
cettification testing for sulfur conte tha is less tha the true value EPA might determine shc
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a bias, for example, based on testing a series of retains or other samples, and comparing EPA’s
sulfur results with those of the refindt.is possible for such a bias to exist even though all

samples tested are under the cap standard, and even if EPA test results do not necessarily differ
from the refiner’'s bygreater than ASTM reproducibility

DOWNSTREAM TESTING FOR S-RGAS

1. Question: When we tansfer gsoline from our érminals we gnerae two PTDs for each
transfer: (1)a bill of lading (BOL) from the terminal for custody transfer, and (2) an invoice
generated by the accounting staff for title transfer. These two PTDs are generated not only at
different locations, but also by different programse ¥8nnot realisticallguarantee that the
accounting department’s invoice PTD will have the same information on it as to S-RGAS status
as will the terminal’s BOL. This is because the S-RGAS status information must be generated
based on testing which will only be perfornatthe termind We do not havan automai

process to transfer this changing status information from the terminal to the accounting
department. Therefore, to ensure consistancy between the two PTDs, we will have to rely on the
prompt, accurate transmittal of this information 100 percent of the time. Such foolproof, 100
percent successful, manual transmittal of varying S-RGAS status information cannot be assumed.
How can we prevent PTD violations from occurring due to the varying manner in which we
create ourwo PTDs?

Answer: The reglation requireshat on each occasion when doweatn paiies transfer
title or custody to S- RGAS or mixtures of this gas, the transferor must provide the transferee
product transfer documentation ideniify the S-RGAS status and standard applicable to such
gasoline See8 80.210(e)(2). Whether the gsoline is classified as S-RGAS on the PTD
depends upon theagpline being comprised in whole or in part eBR&AS, the receipt of aT®
stating that the product isRGAS, and a test result confirming that the sulfur content exceeds
the regilatory threshold under 8§ 80.210(d)(3). The intent of these PTD identification
requirements is to provide the transferee with accurR&AS information about theagoline
being received.If a downtream payttransferring custody ofagoline provides accurat
information as to S-RGAS status and sulfur standard, as applicable, on its BOL to its transferee,
the Agency beéves hatthis goal of accuratSRGAS informaton transmssion & effectvely
satisfied. Therefore, in situations in which both a custody PTD and a separate title PTD are
generated by a downstream party for the same gasoline, the Agency will consider the requirement
of SRGAS status and standardnsmssion sasfied if the custodytransfer D accuragly
provides the required information, and the title transfer PTD also provides that same information,
or it indicates that the S-RGAS information is contained on the custody PTD.

2. Question: Truckers may obtain both premiurasgline and regjar gasoline from a

terminal in order to supplg retail outlet with midgade @soline. In such cases, if a truck obtains

a load of gasoline from a terminal that consists of a mixture of gasoline from a terminal tank that
is properly designated as S-RGAS, and gasoline from another tank that is not S-RGAS, how
must the terminal and trucker classify tlasaine, and must an additional sample be obtained
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and tested of the combined product from the 2 storage tanks?

Answer: The r@ulaion speificaly exenpts gsoline in trucks from the testing
requirement for S-RGAS, and instead allows truckers to rely on the test result of the terminal
supplyng the truck carrierSee§ 80.210(d)(4).Where a tanker truck receives a load of
midgrade gasoline that is comprised of S-RGAS and non-S-RGAS dispensed into the same
compartment for the purpose of making nialte @soline, whether through in-line blending or
otherwise, the transferre@spline could properly be classified on the PTD as S-RGAS, provided
that the intent was to create mid-grade gasoline. However, If a relatively small volume of S-
RGAS were to be blended with non-S-RGAS, tesofine in the tanker truck could not be
classified as S-RGAS, since such blending is not consistent with the need to make midgrade
gasoline from premium and regular gasoline.

3. Question: A terminal provides gsoline to a truck at the terminal’s truck rack at the
same time the terminal is receiving gasoline into the same storage tank that is supplying the
truck. The gsoline already in the terminal’s storage tank is properly classified as containing S-
RGAS before the new delivery oégpline into the tank. The new delivery akgline into the
terminal’s tank is not classified by the pipeline as S-RGAS. How should the gasoline being
supplied to the truck be classified on the terminal’'s PTDs, and at what point does the
classificaton chang?

Answer: Under the regation, the terminal must obtain a representative sample of
gasoline fromthe storageank and éstit for sufur content afir receipt of he new bad of
gasoline into the terminal tank in order to continue to qualify the gasoline in the tank as S-RGAS
(8 80.210(d)(3)). Assuming the new receipt aaine is loaded into the terminal storage tank
as per normal practices, the terminal would not be required to retest the tank to determine if it
still qualifies as S-RGAS until the new load is fully received into the storage tank. Until that
time, in the above scenario, the truck carrier couldibenga PTD desitating the gsoline as S-
RGAS. Subsequent to the full receipt of thasgline into the storage tank, however, a new
sample must be obtained from the tank and be tested to determine if continuing to classify
gasoline in the tankaS-RGAS (on PTDs), is still appropriate

4, Question: Assume that the gasoline contained in the storage tank is not classified as S-
RGAS when the truck begs to receive product, buagpline classified by the pipeline as S

RGAS is being loded into the terminlastorage tank from a pipelinasthe truck is being laded.
Thegasolinegoing into the termirnastorggetank is being bottom-laked, and thegasolinegoing

to the truck rack is also drawn from near the bottom of the terminal storage tank. May the
terminal classify theagoline being loaded to the truck as S-RGAS even thoughatiodirge in

the terminal storage tank is currently classified as non-S-RGAS and may ultimately be classified
as non-SRGAS after sampling and testing subsequent to full receipt of the new loasbbihg

from the pipeline?

Answer: Under the rgulation the terminamust sampl@nd test its gsoline subsequent
to the receipt oftte ransferred gsoline into the érminal storageank in order o qualify the
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gasoline in the tank as S-RGAS. However, it is a common industry practice for terminals to
supplygasoline from a storage tank at the same time the tank is also receiving product from a
pipeline. Where adad of gsoline thatis classified bythe pipeine as SRGAS is being received

into the terminal storage tank, until full receipt of the load, a sample that meets the requirements
of the regllation cannot be obtained from the tank. Even when a sample is ultimately taken and
tested subsequend full receipt of he lbad fromthe pipeine, the sarmple maynot actudly be
represerdtive of he gsoline that had previouglbeen baded mto the tuck, becausenimany
situations theyasoline is being bottom-laked into the terminastorayetank and is lso being

suppled to the tuck rack fromthe botom. Therefore,lte tuck may have receivedagoline that

would not have the same sulfur test result as would a sample that was obtained from the
completed mixture. Since parties will not encounter this issue until January, 2004, we are
studying the situation, and will address it through appropriate later guidance, either through a
Q&A response or through rafatory action prior to that time.

CALIFORNIA GASOLINE EXEMPTION

1. Question: Certain metropolitan areas in the western U.S. (but outside of California) may
obtain fuel program waivers and adopt programs that require the uasobig meeting

California requirements on at least a seasonal basis. Section 80.375(c) specifies treedesig
Cdifornia gasoline must ultimately be uden the stte of Californiaand not ésewhee, and tha
designated California gasoline must be kept segregated from gasoline that is not California
gasoline at all points in the distribution system. The segregation requirement could impose a
burden on supping California gsoline to a non-California area subject to a state program
requiring California gsoline. Do federal rules preempt these states from making a requirement
for California gasoline use?If not, would EPA consider removal of the ssgation requirement?

Answer: EPA'’s adoption of gasoline sulfur standards preempts state actions to prescribe
or enforce fuel sulfur controls. States desiring to hagelme sulfur control programs approved
in their SIPs need to obtain a waiver of EPA’s preemption under § 211(c)(4)(C) of the Clean Air
Act. Seeb5 FR at 6765. It is possible thastate tiel progam would require the sale ofspline
meeting CARB standards within the $#&s jurisdiction 8 ameans of omplian@ with the stée
program. The current regulations require California gasoline to ultimately be used in California
to be exempt from the sulfur standar@8e are reviewing issues related to the application of this
limitation in the situation whereagoline meeting CARB standards may be required under a state
program that has received a 8§ 211(c)(4)(C) waiver from BRAwill address these issues in a
future guidance or rulemaking

2. Question: Must a refinery that produces both Californasa@ine and federal RE
desighate each batch produced as either federal RFG or Califaswdirge, and maintain
segegation of both products, even though tlesaine meets the requirements of both programs?

Answer: Section 80.375(c) requires that each batch of Califorasalme be desigated
as such byhe refiner or importer, and that Californiasgline be seggated from gsoline that is
not California gasoline at all points in the distribution system. The designation and segregation
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requirements for Californiaagoline are necessary to assure the enforceability of the federal
gasoline sulfur rule and RFG rule. Because the federal sulfur rule refinery standard is an annual
average standard, there would be no way to ensure that a refinery producing both California
gasoline and federal gasoline is in compliance with the average standard unless gasoline
desigrated for California use is actually used in California essbline desigated for 49 state

use is actually used in the 49 states.
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Gasoline Sulfur Rule Questions and Aswers

The following are responses to questions received by the Environmesttdtion
Agency (EPA) concerning the manner in which the EPA intends to implement and assure
compliance with theasoline sulfur reglations at 40 CFR Part 80. This document was prepared
by EPA's Office of Air and Radiation, Office of Transportation and Air Quality, and the Office of
Enforcement and @npliance Assurance, Office ofdgulatory Enforcement

Regulated parties mause this docunm to ad in achievingcompliane with thegasoline
sulfur reaqulations. However, this document does not in any way alter the requirements of these
regulations. While the answers provided in this document represent the Agency's interpretation
and gneral plans for implementation of the végtions at this time, some of the responses may
chang as addionalinformaion beconss avalable or ashe Agency further conders cerin
issues.

This guidance document does not establish or change legal rights or obligations. It does
not establish bindingules or requirements and is not fully determinative of the issues addressed.
Agency decisions in any particular case will be made applying the law and regulations on the
basis of specific facts and actualiant

While we have @emptel to include answer®tal questons receiveda dag, the
necessity for policy decisions and/or resource constraints may have prevented the inclusion of
celtain questions. QuHons not asweed in this documa will be answeed in a subsequent
document. The Agency intends to provide any additional responses as expeditiously as possible.
Questions that merely require a justification of theutagons, or that have previously been
answered or discussed in the preamble to the regulations have been omitted.

COMPLIANCE

1. Question: Is a parent company responsible for complying with the corporate pool
average standards in 2004 and 2005 for all of the refineries owned by its subsidiaries in addition
to all of its own refineries?

Answer: Section 80.195(c) provides that the corporate pool average standards in 2004
and 2005 are the maximum average sulfur levels allowed for a refiner's or impoasaliag
production from all of the refiner’s refineries or adsgline imported by an importer in a



calendar year. The preamble to the final rule states that, for purposes of compliance with the
corporate pool average standards, a parent company is considered to be the refiner of any refinery
facilities owned by wholly-owned subsidiaries of the parent company. As such, the parent
company must comply with the corporate pool average standards for these fadtilities.

conpliance calcudtions, he parent copanymustinclude he gsoline produced at any refineries

it owns, plus the gasoline produced at any refineries owned by its wholly-owned subsidiaries.
See65 R 6698, 6755 (February 10, 2000)e believe, however, that parties should have the
option to comply with the corporate pool average standards on a corporate parent level or a
subsidiary level. As a result, a parent company may demonstrate compliance with the corporate
pool average standards based on all of #selme produced at all refineries owned by the parent
company and the parent compawholly-owned subsidiaries, or, the parent company may be
deemed in compliance if it demonstrates compliance for the gasoline produced at all of its own
refineries and each dfi¢ parent copanys subdiiaries demonsates comliance for he

gasoline produced at all of its own refineries. The environmental benefits of the sulfur rule
would not be compromised by allowing this option, since compliance on the level of each
subsidiary would result in the corporate pool average standard being metelayeas gumber of

pools with fewer refineries in each pool over which to average the sulfur coWfenttend to

modify the reglations to clarify this option in a future rulemakinip any case, the parent

company would remain liable for any violations by the subsidi&ge8 80.395(a)(11).

Similarly, where refineries are owned by subsidiaries of a foreign parent company, the
foreign parent company may demonstrate compliance with the corporate pool standards for all of
the gasoline produced at refineries owned by the foreign parent corrgoahylly-owned U.S.
subsdiaries, or each U.Substiary owned bythe foregn parent corpanymaydemongtate
compliance with the corporate pool standards for its own refineries. As indicated above, in any
case, the foreign parent company would remain liable for any violations by the subsidiary
Where the foreign parent company demonstrates compliance with the corporate pool standards
for its U.S. subsidiaries, any gasoline imported into the U.S. that was produced at the foreign
parent companyg foreign refineries, or at refineries owned by foreign subsidiaries of therforeig
parent companyvould not be included in the parent compargompliance calculations, since
the regilations provide that the sulfur standards, including the corporate pool average standards,
are met by the importer for all imported gasoliig=e§ 80.195(a)(4).

2. Question: The reglations state that a partner to a joint venture may include the joint
venture refinery in its corporate podf. a foreign corporation is a partner in a U.S. refinery joint
venture, and also owns a U.S. subsidiary which has several refineries, can the U.S. subsidiary
establish a corporate pool composed of its refineries and the foreign parent’s U.S. joint venture
refinery?

Answer: Section 80.195(c) provides that a partner to a joint venture may include one or
more of the joint venture refineries in its corporate pool. As discussed in Question 1 above, a
parent companydomestic or foreig, may demonstrate compliance with the corporate pool
average standards fdre refineries owned bys wholly-owned subsliaries, or each suliary



can individually demonstrate compliance with the corporate pool average standards for its own
refineries. As a result, in the scenario described above, if the parent company demonstrates
compliance with the corporate pool standards for its subsidiary, the parent company may include
its joint venture refinery in its corporate pool. However, if the parent cornpanipsidiary

individually demonstrates compliance with the corporate pool average standards for its refineries,
rather than the parent company demonstrating compliance for the subsidiary’s refineries, then the
subsidiary may only include in its pool a refinery or refineries owned by a joint venture to which
the subsidiary itself is a partner. Such subsidiary may not include refineries owned by a joint
venture to which the parent, but not the subsidiary, is a partner.

3. Question: The sulfur reglations allow refiners and importers to include ethanol added
downstream in compliance calculationEhe denaturants used in ethanol usually contain some
amount of sulfur. Should the sulfur content of the denatured ethanol be included in calculations
for purposes of compliance and credihgration?

Answer: Section 80.205(c) provides that a refiner or importer may incluggeoates
added downstream from the refinery or import facility whalecudating the refinery’s or
importer’s annual average sulfur content, provided that the refiner or importer complies with the
requirements under 8 80.69(a) or § 80.101(d)(4)(ii) of the RFG/anti-dumpinigqtiegs, as
applicable, for including such ggenates. These sections of the RFG/anti-dumpingjaggns
do not require refiners to include in compliance calculations the properties of the denaturant
added to the ethanol downstream. Therefore, for purposes of demonstrating compliance with the
sulfur standards oregerating credits or allotments, the sulfur content of the denaturant in ethanol
is not required to be included in the calculations under § 80.205. As indicated in the preamble to
the final sulfur rule, where ethanol is included in the refinery compliance calculations, refiners
assume this ethanol has no sulfur cont&®e65 FR at 6800. Section 80.385(e) prohibits any
party from blending into gasoline denatured ethanol with a sulfur content higher than 30 ppm. In
amounts of 30 ppm or below, we believe that the sulfur in the denatured ethanol will not have a
measurable impact on the sulfur level of thsaline to which the ethanol is added.

4, Question: In the preamble to the final sulfur rule, EPA stated that ggemate blender
who uses blendstock as a denaturant, insteadgsofige, is a refiner under the rdgtions. Does
this mean that such anygenate blender is subject to all of the requirements for refiners under
the sulfur rule?

Answer: The preambleatthe final rule stateshat an oygenate blender who uses
blendstock instead of finishe@spline as a denaturant for ethanol is a “refiner” under the
requlations. As such, the ggenate blender is required to demonstrate compliance with the
sulfur standards for the denatured ethanol added tasiodinge. 65 R at 6800.

The preamble discussion cited above reflects a concern that a blendstock used as a
denaturant could have a much higher sulfur content than finigtsadirge, which is subject to the
30 ppm average sulfur standard. The final rule, however, contains a provision which prohibits an



ethanol blender from blending intespline denatured ethanol with a sulfur contenhérghan
30 ppm. 8§ 80.385(e). This prohibition appliesarétess of whether the denaturant used is
finished @soline or a blendstock.

We believe that the prohibition in § 80.385(e) adequately addresses the concern raised in
the preamble regding the use of a blendstock as a denaturant rather than finadwdohg. As
a result, we do not believe there is a necessity for suaenate blenders to demonstrate
compliance with the sulfur standards for the blendstock used as a denaturant, or to fulfill the
requirements for refiners under theuksdions. Therefore, we are withdrawing the preamble
discussion aswgdance for interpreting the relgtions on this particular issue. However, all
oxygenate blenders, raglless of the type of denaturant used, are subject to the requirements and
prohibitions applicable to downstream parties, as well as the prohibition specified in § 80.385(e).
See8 80.212.1f a blendstock used as a denaturant causes a violation ytlenate blender
would be liable for that violation. Qgenate blenders, therefore, may wish to obtain information
regarding the sulfur content of any blendstock used as a denaturant to avoid liability under 8
80.385(e).

SMALL REF INERS

1. Question: The sulfur reglations require small refiners to include in their small refiner
application the crude oil capacity their refineries as reported to the Erydrfformation
Administration (EA). Foreign refiners, however, do not report to the E¥#hat should these
refiners include in their applications seding crude oil capaci®/

Answer: As indicated in the question, § 80.235(c)(2) provides that a refiner’s small
refiner status apmation nust contain he ptal corporate crude bcapady of each refinery as
reported to the EIA. Since foreign refiners do not report their crude oil capacity to the EIA, the
smal refiner status apjgation for a foregn refiner nust containtie btal crude capaty of each
refinery as documented by a comparable reputable source, such as a professional publication or
tradejournal. We intend tolarify this in a future rulemaking

2. Question: Section 80.250 provides the equations to be used in determining small refiner
sulfur baselines and baseline volumes. This section, however, does not address whether
oxygenates added downstream from the refinery are to be included in the calculations. Section
80.295 requires such ggenates to be included in calculations for a baseline for early credit
generation. Should oypgenates added downstream also be included in calculations for a small
refinery baseline?

Answer: We intended the provisions of § 80.250 for determining a baseline under the
small refiner program to be consistent with the provisions of § 80.295, since both baselines are
intended to represent current sulfur levels, and they are based on the same calculation. As
indicated in the question, under § 80.295, any refiner who includeggates blended



downstream in compliance calculations for 1997-1998 under the RFG and anti-dumping
requlations must include this ggenate in the calculations for sulfur content under 8§ 80.295 for
purposes of establishing a baseline for early crediéigtion. Consistent with this requirement,
small refiners who included ggenates blended downstream in compliance calculations for
1997-1998 under the RFG/anti-dumping regulations must include this oxygenate in the baseline
calculations under § 80.25@We intend to clarify this requirement in a future rulemaking

ALLOTMENTS AND CREDITS

1. Question: In 2003, a refiner has the ability generate Type A allotments if his

individual refinery sulfur content is 60 ppm or lowéfor a refinery with a baseline under 120

ppm, a 0.8 factor is applied to calculate allotmefist 2003, can the refiner specify a portion of

the eligible sulfur reduction as credits instead of allotments? If so, would the calculation for the
credit portion be the same as the credit calculation in 2000-2002; i.e., without the 0.8 factor used
to calculatedlotments?

Answer: The reglations provide refiners, in 2003, with the option éneyate credits in
accordance with the provisions of § 80.305, @ragate allotments (and credits where applicable)
in accordance with the provisions of § 80.2B&e§ 80.275(a).The reglations do not allow a
refiner to generate some credits using the provisions of § 80.305 and some allotments/credits
using the provisions of § 80.275 in 2003. Under § 80.305, creditemeeated based on the
total volume of gsoline produced at the refinery during the annual averaging period. Similarly
under § 80.275, allotments arengrated based on the total volume agaline produced at the
refinery during the annual averaging period. These sections do not provide for credits or
allotments to be calculated based on a portion of a refineagtdige production.

2. Question: Fareign refiners who have an approved anti-dumping refinery baseline under

8 80.94, like domestic refiners, are required to fulfill the requirements foriaggbyr a sulfur

baseline under § 80.245 or § 80.290, including the submission of 1997-1998 batch information as
reported to EPA under the RFG/anti-dumpingutaions. However, in some cases, a faneig

refiner may have an approved baseline under § 80.94, but this baseline may not have been in
effect until after 1998. As a result, such foreign refiner would not have submitted batch reports

to EPA in 1997-1998. How should this foreign refiner comply with the requirements of § 80.245
or § 80.290?

Answer: To establish a sulfur baseline for purposes of the small refinery standards or
generating early sulfur credits, thegulations require refiners to submit to EPA sulfur baseline
data for 1997-1998, including information on each batcresblgne produced and the batch
number assiged to the batch for purposes of compliance with the RFG/anti-dumping
regulations.See88 80.245(a) and 80.290(c). The data in the refiner’s sulfur baseline submission
may then be verified by EPA by comparing it with the data submitted to EPA in the refiner’s
1997-1998 annual report&oreign refiners who do not have an approved individual baseline for



purposes of compliance with the anti-dumpingutations are required to follow the procedures
under 88 80.91 through 80.93 (provisions for establishing an individual anti-dumping baseline)
to establish the volume and sulfur contentasfaline that was produced at the foreign refinery
and imported into the United States during 1997-1998, for purposes of calculating a sulfur
baseline under § 80.250 or § 80.2%¢e88 80.250(b), 80.290(d) and 80.410(b)(1). Thisisin
addition to the other baseline establishment requirements under § 80.245 and § 80.290.

However, as indicated in the question, a foreign refiner who has an approved individual
anti-dumping baseline, but one that did not apply for purposes of compliance with the anti-
dumping regulations until after 1998, also would not have submitted annual reports to EPA in
1997-1998.1n such a case, we believe that the foreign refinery’s baseline may be based on the
gasoline produced at the foreign refinery and imported into the United States during the period of
time that the refinery was subiject to its individual anti-dumping baseline. As a result, the foreign
refiner should submit in the sulfur baseline application under 8§ 80.245 or § 80.290 information
and da& for the gasoline produced ahe refinery andmported into the Unied Sates dumg each
annual averaging period that the refinery was subject to its individual anti-dumping baseline.
EPA will evaluate all of the data submitted by the foreign refiner in determining the appropriate
sulfur baseline for the refinery. Where we conclude that the data submitted reasonably reflects
current sulfur levels, the refinery’s baseline will be determined based on the average sulfur
content of gsoline produced by the foreign refinery and imported into the United States during
the most recent annual averaging period in which the foreign refinery was subject to its
individual anti-dumping baseline. We intend to clarify this requirement in a future rulemaking.

4, Question: Accumulated Type A allotment®gerated in 2003 and 2004 would only have
50% of their value as allotments if they are consumed in 2005. Type A allotments can be
converted to credits in 2005 and 200&hat value do the Tpe A allotments that weresgerated

in 2003 and 2004 have as credits in 2005 and 2006? Can they be converted on a 1 to 1 basis, or
do they have to be converted to 2005 allotments first (at 50% value) and then be converted to
credis?

Answer: The preamble to the final rule states that allotmesrsmgted in 2003 or 2004
which are carried over to 2005 are discounted by 50%. The discounted allotments may then be
used to achieve compliance with the corporate pool average standard in 2005 or converted into
credits for compliance with the refinery average standard in 2005 (or beyond). As a result, where
allotments gnerated in 2003 or 2004 are carried over to 2005 and then converted into credits,
such credits would retain only 50% of the value of the original allotmenesagted in 2003 or
2004. However, if the allotments are converted into credits before being carried over to 2005,
such credits would not be discounted when they are carried over, and, therefore, would retain
100% of the value of the original allotments. An allotment that is converted into a credit before
being carried over to 2005 may be reconverted into an allotment for use in achieving compliance
with the corporate pool average in 2005, but the allotment will be discounted&€865 FR at
6765. We intend to clarify these requirements in § 80.275 in a future rulemaking



5. Question: Under the GPA provisions, a refiner's annual average GPA standard is the
lesser of 150 ppm, the refinery’s 1997-1998 sulfur baseline plus 30 ppm, or the lowest averag
sulfur content for anyear in which the refinergenerated early credits or allotments plus 30
ppm. Section 80.310 provides an equation for determining credit generation in 2004 and
thereafter based on the refinery’s sulfur standard. However, this section does not include the
term “plus 30 ppm” in the GPA standarls.this an error in § 80.3107?

Answer: The term “plus 30 ppmih the GPA standard was inadvertently omitted in 8
80.310. Under § 80.310, for GPAspline, the § value in the equation should be the applicable
refinery or importer standard for GPAspline established under § 80.216(a). Under §

80.216(a), the refinery or importer annual average sulfur standarastdimg produced or

imported for use in the GPA is the lesser of 150 ppm or the refinery’s or importer’'s 1997-1998
average sulfur level, calculated in accordance with § 80.295, plus 30 ppm (8 80.216(a)(1)) ; or, in
the case of any refinery whose actual annual sulfur average decreases to a level lower than the
refinery’s annual average sulfur standard for GR#oline established under § 80.216(a)(1)

during the period 2000 through 2003, the lowest average sulfur content fggaang which the
refinerygenerated allotments or credits, plus 30 ppm, not to exceed 150 ppm (8 80.216(a)(2)).
We intend to correct this in a future rulemaking.

6. Question: The regllations at 8 80.205 require the annual refir@arymporter average or
corporate pool average calculations to be conducted to two decimal places. However, the
regulations at 88 80.250 and 80.295 for calculating a sulfur baseline for purposes of determining
small refinery standards andrgrating early credits do not have a similar requirement. Should
the sulfur baseline submissions be rounded to the nearest ppm or conducted to two decimal
places as required for calculating the annual average sulfur level under 8 80.2057

Answer: Weintended the provisions for calculating a sulfur baseline under §§ 80.250
and 80.295 to be consistent with the provisions for calculating the refinery or importer annual
average sulfur level under § 80.205, including the requirement to conduct the calculations to two
decimal places. As a result, we intend to modify 88 80.250 and 80.295 in a future rulemaking to
require baseline calculations to be conducted to two decimal places. Note, however, that credits
under the sulfur program are in “ppm-gallons.” § 80.305(¢k interpret § 80.305(c) to require
credits to be rounded to the nearest ppm-gallon. Therefore, in calculating sulfur credits using the
equation in 8 80.305(a), the refiner should use the refinery’s sulfur baseline value established
under § 80.250 or § 80.295, conducted to two decimal places, and the refinery’s actual annual
average sulfur level calculated under 8§ 80.205, conducted to two decimal places. Once the sulfur
credits are calculated, the refiner should round the credits to the nearest ppm-gallon.

SAMPLING AND TESTING

1. Question: In a recent Questions and Answers documend iBRicated that, under the
sulfur regilations at § 80.330, a refiner who produces conventi@salige using in-line



blending equipment cannot participate in the early credit program unless the refiner obtains an in-
line blending waiver under 8§ 80.65(f)(4) to address sulfur sampling andian&ge‘Gasolne

Sulfur Rule Questions and Answers,” EPA420-F-00-018 (May 2000) (Sampling and Testing
Question 6).We believe this requirement is unjustified, since there are no downstream sulfur
standards prior toaduary 1, 2004, and early credits are based on an annual sulfur awafifige.

EPA consider modifying the regulations to allow in-line blenders to generate early credits

without obtaining an in-line blending waiver?

Answer: The current reglations at 8 80.330(a)(1) require a refiner to collect a
representative sample from each batchasbine produced and test each sample to determine its
sulfur content prior to theagoline leaving the refineryThe requirements in § 80.330(a)(1)
apply begnning on anuary 1, 2004, orahuary 1 of the first year of credit or allotment
generation, whichever is earlier. Section 80.330(a)(4) provides an exception to the requirement
in 8 80.330(a)(1) thatagoline be tested prior to leaving the refinery for parties who use
computer-controlled in-line blending equipment and are unable to obtain test results prior to the
gasoline leaving the refinerySuch refiners may meet the testing requirement under the terms of
an in-line blending waiverrgnted under 8§ 80.65(f)(4). Therefore, as discussed in the May 2000
Questions and Answers document, under the current sulfulatiengs, refiners who produce
gasoline using in-line blending equipment and who are unable to obtain test results prior to the
gasoline leaving the refinery must have an in-line blending waiver under 8§ 80.65(f)(4) in order to
generate early credits in 2000-2003. This also applies to early allotment generation in 2003.
Under the RFG ragations, refiners who produce RFG by in-line blending are required to obtain
a waiver under 8 80.65(f)(4). However, refiners who produce conventias@irge by in-line
blending are not required to obtain a waiver under § 80.65(f)(4). The current sulfiaticets
would require these conventionaisgline refiners to apply for and receive a waiver under 8
80.65(f)(4) in order to gnerate early credits or allotments.

Upon consideration of the comments we have received, we believe that the requirement
under 8§ 80.330(a)(4) to obtain an in-blending waiver, iarcetp both RFG and conventional
gasoline, is unnecessary for purposese@fayating early credits or allotments. The waiver
requirement was intended to ensure that batches produced using in-line blending equipment have
known sulfur levels at the time of shipment. Since early credit or allotment generation is based
on the refinery’s annual average sulfur level, credits and allotments are not calculated until the
end of the annual averaging period, after the test results for all batches produced during the
averaging period are obtained. Therefore, it is unnecessary for refiners to obtain test data prior to
the gsoline leaving the refineryMoreover, as indicated in the question, there are no per-gallon
sulfur standards prior taduary 1, 2004, which would necessitate knowing the sulfur content of
the gasoline prior to its leaving the refinerAs a result, we intend to modify 8§ 80.330 in a future
rulemaking to provide that refiners, including those who prodeselige using computer-
controlled in-line blending equipment, are not required to obtain test results prior to the gasoline
leaving the refinery in order taegerate early credits in 2000-2003 or early allotments in 2003.
In-line blenders, therefore, would not be required to obtain an in-line blending waiver under §
80.65(f)(4) for purposes ofegerating early credits or early allotments. However, this does not



relieve refiners from meeting the requirements under 8§ 80.330 to obtain a representative sample
of each batch ofagoline producedIn the case of in-line blenders who do not obtain a sample of
each batch from a storage tank, the sampling method must conform to the methsebfogh

in ASTM D 4177-95, as required in 8 80.330(b)(&).the case of in-line blenders who do obtain
their batch samples from a storage tank, the sampling for such samples must conform to the
appropriate methodolggpecified in § 80.330(b)(1)We also intend to clarify the requirements

for in-line blenders bagning in dnuary 2004 in a future rulemaking

2. Question: Do the provisions of § 80.330(a)(3) apply to refiners who produce
conventional gasoline using in-line blending equipment?

Answer: Yes. Section 80.330(a)(3) provides that, priorawuary 1, 2004, for purposes
of meeting the sampling and testing requirements of the sulfur rulegfamgr may, prior to
analysis, combine samples oéspline from more than one batch @kgline or blendstock and
treat such composite sample as one batclasaflige or blendstock pursuant to the requirements
of § 80.101(i)(2). The provisions of § 80.330(a)(3) apply to all refiners of conventiaswirg,
including those who produce gasoline using in-line blending equipment.

3. Question: Are refiners of conventionakgoline who composite samples under 8
80.330(a)(3) required to use the sampling methods in § 80.330(b)?

Answer: Yes. Section 80.330(b), which requires the use of the sampling methods
provided in 88 80.330(b)(1) and (b)(2), applies to all samples taken for purposes of complying
with the provisions of 8§ 80.330(a), including 8§ 80.330(a)(3).

4. Question: Section 80.335 describes the sample retention requirements for refiners or
importers. However, this section does not indicate how reformulasedirge blendstock for
oxygenate blending (RBB) samples should be considered. Should a refiner retain neat RBOB
samples or handblend samples (RBOB blended with ethanol)?

Answer: Section 80.69(a)(2) of the RFG tégtions requires refiners to conduct testing
on RBOB by adding the specified type and amount ofgexate to a representative sample of the
RBOB and determining the properties and characteristics of the resulting gasoline (i.e., a
“handblend”). Section 80.335(a) requires refiners to collect a representative portion of each
sample anabed and retain sample portions as specified in 8 80.335(a)(2).

We interpret 8 80.335(a) to require refiners to retain samples of the RBOB batches and
samples of the ethanol used to conduct the handblend testingr than samples of the actual
handblend.Refiners, therefore, are not required to create additional volumes of the handblend
samples for purposes of fulfilling the sample retention requirements of § 80.335. We believe that
having the RBOB and accompanying ethanol samples available to EPA will allow EPA to
determine whether the refiner’'s handblend testing was properly condi¢tsidtend to clarify
this sampling and retention requirement for RBOB in a future rulemaking.
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