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TITLE 1V-ACID DEPOSITION CONTROL

Aci d deposition control.

Fossil fuel use.

Repeal of percent reduction.

Aci d deposition standards.

Nat i onal acid |akes registry.

| ndustrial SO2 Em ssions.

Sense of the Congress on em ssion reductions costs.
Monitor acid rain programin Canada.

Report on clean coal s technol ogi es export prograns.
Aci d deposition research by the United States Fish
and Wldlife Service.

Study of buffering and neutralizing agents.

Conf orm ng anendnent .

Speci al clean coal technol ogy project.

ACID DEPOSITION CONTROL.

The G ean Air Act is anended by adding the followng newtitle
after title I'l1:
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"TITLE IV-ACID DEPOSITION CONTROL

Fi ndi ngs and pur pose.

Definitions.

Sul fur di oxi de all owance program for existing and
new units.

Phase | sul fur dioxide requirenents.

Phase Il sul fur dioxide requirenents.

Al l owances for States wth emssions rates at or
bel ow 0. 80 | bs/ mBt u.

Ni t rogen oxi des em ssion reduction program
Permts and conpliance pl ans.

Repower ed sources.

El ection for additional sources.

Excess em ssions penalty.

Moni t ori ng, reporting, and recor dkeepi ng
requi renents.

CGeneral conpliance with other provisions.

Enf or cenent .

Cl ean coal technol ogy regulatory incentives.

Conti ngency guarantee; auctions, reserve.

401. FINDINGS AND PURPOSES.

"(a) FINDINGS. -The Congress finds that-

precursors

the presence of acidic conpounds and their
in the atnosphere and in deposition from the
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at nosphere represents a threat to natural resour ces,

ecosystens, materials, visibility, and public health;

"(2) the principal sources of the acidic conpounds and
their precursors in the atnosphere are em ssions of sul fur and
ni trogen oxides fromthe conbustion of fossil fuels;

"(3) the problem of acid deposition is of national and
i nternational significance;

"(4) strategies and technologies for the control of
precursors to acid deposition exist now that are economcally
feasible, and inproved nethods are expected to becone
i ncreasingly avail abl e over the next decade;

"(5) current and future generations of Americans wll be
adversely affected by del ayi ng neasures to renedy the problem

"(6) reduction of total atnospheric |oading of sulfur
di oxide and nitrogen oxides will enhance protection of the
public health and wel fare and the environnent; and

"(7) control neasures to reduce precursor em ssions from
steamelectric generating units should be initiated w thout
del ay.

"(b) PURPCSES. - The purpose of this title is to reduce the
adverse effects of acid deposition through reductions in annua
em ssions of sulfur dioxide of ten mllion tons from 1980 em ssi on
| evel s, and, in conbination wth other provisions of this Act, of
nitrogen oxides em ssions of approximately two mllion tons from
1980 em ssion levels, in the forty-eight contiguous States and the
District of Colunbia. It is the intent of this title to effectuate
such reductions by requiring conpliance by affected sources wth
prescribed emssion limtations by specified deadlines, which
[imtations may be net through alternative nmethods of conpliance
provi ded by an em ssion allocation and transfer system It is also
the purpose of this title to encourage energy conservation, use of
renewable and clean alternative technologies, and pollution
prevention as a | ong-range strategy, consistent with the provisions
of this title, for reducing air pollution and other adverse inpacts
of energy production and use.

"SEC. 402. DEFINITIONS.

"As used in this title:

"(1) The term 'ffected source nmeans a source that
i ncl udes one or nore affected units.

"(2) The term'affected unit'nmeans a unit that is subject
to em ssion reduction requirenents or limtations under this
title.

"(3) The term 'allowance' neans an authorization,
all ocated to an affected unit by the Adm nistrator under this
title, to emt, during or after a specified cal endar year, one
ton of sul fur dioxide.



"(4) The term 'baseline' neans the annual quantity of
fossil fuel consunmed by an affected unit, neasured in mllions
of British Thermal Units (' mmBtus'), calculated as foll ows:

"(A) For each utility unit that was in comrercia
operation prior to January 1, 1985, the baseline shall be
t he annual average quantity of mmBtu's consuned in fuel
during cal endar years 1985, 1986, and 1987, as recorded
by the Departnment of Energy pursuant to Form 767. For any
utility unit for which such form was not filed, the
baseline shall be the |level specified for such unit in
the 1985 National Acid Precipitation Assessnent Program
(NAPAP) Em ssions Inventory, Version 2, National Uility
Reference File (NURF) or in a corrected data base as
established by the Adm ni strator pursuant to paragraph
(3). For non-utility units, the baseline is the NAPAP
Em ssions Inventory, Version 2. The Admnistrator, in the
Adm nistrator's sole discretion, nay exclude periods
during which a unit is shutdown for a continuous period
of four cal endar nmonths or |onger, and nmake appropriate
adj ust ments under this paragraph. Upon petition of the
owner or operator of any unit, the Adm nistrator may nake
appropriate baseline adjustnents for accidents that
caused prol onged out ages.

"(B) For any other nonutility wunit that is not
i ncluded in the NAPAP Em ssions Inventory, Version 2, or
a corrected data base as established by the Adm ni strator
pursuant to paragraph (3), the baseline shall be the
annual average quantity, in mBtu consuned in fuel by
that unit, as calculated pursuant to a nmethod which the
admnistrator shall prescribe by regulation to be
promul gated not later than eighteen nonths after
enactment of the Clean Air Act Anendnents of 1990.

"(C) The Adm nistrator shall, upon application or
on his own notion, by Decenber 31, 1991, suppl enent data
needed in support of this title and correct any factual
errors in data from which affected Phase Il units'
baselines or actual 1985 emssion rates have been
cal cul ated. Corrected data shall be used for purposes of
i ssuing allowances under the title. Such corrections
shall not be subject to judicial review, nor shall the
failure of the Admnistrator to correct an alleged
factual error in such reports be subject to judicial
revi ew.

"(5) The term'capacity factor' neans the rati o between
the actual electric output from a unit and the potential
el ectric output fromthat unit.

"(6) The term 'conpliance plan' neans, for purposes of
the requirenents of this title, either-
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"(A) a statenent that the source will conply with
all applicable requirenents under this title, or

"(B) where applicable, a schedule and description
of the nmethod or nethods for conpliance and certification
by the owner or operator that the source is in conpliance
with the requirenents of this title.

"(7) The term 'continuous em ssion nonitoring system
(CEMB) neans the equi pnment as required by section 412, used to
sanpl e, anal yze, neasure, and provide on a continuous basis a
permanent record of em ssions and flow (expressed in pounds
per mllion British thermal units (I bs/mBtu), pounds per hour
(I'bs/hr) or such other formas the Admnistrator may prescribe
by regul ati ons under section 412).

"(8) The term 'existing unit' neans a unit (including
units subject to section 111) that comrenced conmerci al
operation before the date of enactnent of the Cean Ar Act
Amendnents of 1990. Any wunit that commenced conmmerci al
operation before the date of enactnent of the Cean Ar Act
Amendnents of 1990 which is nodified, reconstructed, or
repowered after the date of enactnent of the Clean Air Act
Amendnents of 1990 shall continue to be an existing unit for
the purposes of this title. For the purposes of this title,
exi sting units shall not include sinple conbustion turbines,
or units which serve a generator with a nanepl ate capacity of
25MA\e or | ess.

"(9) The term 'generator' neans a device that produces
electricity and which is reported as a generating unit
pursuant to Departnent of Energy Form 860.

"(10) The term 'new unit' neans a unit that commences
comerci al operation on or after the date of enactnent of the
Clean Air Act Amendnents of 1990.

"(11) The term 'permtting authority’ means the
Adm nistrator, or the State or local air pollution contro
agency, wth an approved permtting program under part B of
title I'll of the Act.

"(12) The term 'repowering' neans replacenent of an
existing coal-fired boiler with one of the follow ng clean
coal technol ogi es: atnospheric or pressurized fluidized bed
conbusti on, i ntegrated gasi fication conbi ned cycl e,
magnet ohydr odynam cs, direct and indirect coal -fired turbines,
integrated gasification fuel cells, or as determ ned by the
Adm nistrator, in consultation with the Secretary of Energy,
a derivative of one or nore of these technol ogies, and any
ot her technol ogy capable of controlling multiple conbustion
em ssions sinultaneously with inproved boiler or generation
efficiency and with significantly greater waste reduction
relative to the performance of technology in w despread
commercial use as of the date of enactnment of the Clean Ar
Act Amendnents of 1990. Notw thstanding the provisions of
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section 409(a), for the purpose of this title, the term
"repowering' shall also include any oil and/or gas-fired unit
whi ch has been awarded clean coal technol ogy denonstration
funding as of January 1, 1991, by the Departnent of Energy.

"(13) The term 'reserve' nmeans any bank of allowances
established by the Adm nistrator under this title.

"(14) The term 'State' neans one of the 48 contiguous
States and the District of Col unbi a.

"(15) The term 'unit' mnmeans a fossil fuel-fired
conbusti on devi ce.

"(16) The term'actual 1985 em ssion rate', for electric
utility units neans the annual sulfur dioxide or nitrogen
oxi des emssion rate in pounds per mllion Btu as reported in
t he NAPAP Em ssions Inventory, Version 2, National Uility
Ref erence File. For nonutility units, the term'actual 1985
em ssion rate' neans the annual sulfur dioxide or nitrogen
oxi des emssion rate in pounds per mllion Btu as reported in
t he NAPAP Em ssion Inventory, Version 2.

"(17)(A) The term‘'utility unit' means-

"(i) a unit that serves a generator in any State

t hat produces electricity for sale, or

"(i1) awunit that, during 1985, served a generator
in any State that produced electricity for sale.

"(B) Notwi thstandi ng subparagraph (A), a unit described
i n subparagraph (A) that-

"(i) was in conmmercial operation during 1985, but

"(i1) did not, during 1985, serve a generator in
any State that produced electricity for sale shall not be
autility unit for purposes of this title.

"(©O Awunit that cogenerates steamand electricity is not
a‘'utility unit' for purposes of this title unless the unit is
constructed for the purpose of supplying, or comrences
construction after the date of enactnment of this title and
supplies, nore than one-third of its potential electric output
capacity and nore than 25 negawatts el ectrical output to any
utility power distribution systemfor sale.

"(18) The term 'allowable 1985 enmissions rate' neans a
federally enforceable emssions limtation for sul fur dioxide
or oxides of nitrogen, applicable to the unit in 1985 or the
l[imtation applicable in such other subsequent vyear as
determned by the Adm nistrator if such a limtation for 1985
does not exist. Wiere the em ssions l[imtation for a unit is
not expressed in pounds of em ssions per mllion Btu, or the
averagi ng period of that emssions [imtation is not expressed
on an annual basis, the Admnistrator shall calculate the
annual equivalent of that emssions limtation in pounds per
mllion Btu to establish the allowable 1985 em ssions rate.

"(19) The term 'qualifying phase | technol ogy' neans a
t echnol ogi cal system of continuous em ssion reduction which
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achi eves a 90 percent reduction in emssions of sulfur dioxide
fromthe em ssions that would have resulted fromthe use of
fuel s which were not subject to treatnent prior to conbustion.

"(20) The term'alternative nmethod of conpliance' neans
a nethod of conpliance in accordance with one or nore of the
foll ow ng authorities:

"(A) a substitution plan submtted and approved in

accordance with subsections 404 (b) and (c);

"(B) a Phase | extension plan approved by the

Adm ni strator wunder section 404(d), wusing qualifying

phase | technol ogy as determ ned by the Adm nistrator in

accordance wth that section; or
"(C repowering with a qualifying clean coal

t echnol ogy under section 409.

"(21) The term'commenced' as applied to construction of
any new electric utility unit neans that an owner or operator
has undertaken a continuous program of construction or that an
owner or operator has entered into a contractual obligation to
undertake and conplete, within a reasonable tinme, a continuous
program of construction.

"(22) The term'commenced commercial operation' neans to
have begun to generate electricity for sale.

"(23) The term 'construction' means fabrication,
erection, or installation of an affected unit.

"(24) The term'industrial source' nmeans a unit that does
not serve a generator that produces electricity, a "nonutility
unit' as defined in this section, or a process source as
defined in section 410(e).

"(25) The term'nonutility unit' means a unit other than
autility unit.

"(26) The term 'designated representative' neans a
responsi ble person or official authorized by the owner or
operator of a unit to represent the owner or operator in
matters pertaining to the holding, transfer, or disposition of
al l omances allocated to a unit, and the subm ssion of and
conpliance with permts, permt applications, and conpliance
pl ans for the unit.

"(27) The term'life-of-the-unit, firm power contractua
arrangenent’' neans a unit participation power sal es agreenent
under which a utility or industrial custonmer reserves, or is
entitled to receive, a specified anount or percentage of
capacity and associated energy generated by a specified
generating unit (or units) and pays its proportional anmount of
such unit's total costs, pursuant to a contract either-

"(A) for the life of the unit;

"(B) for a cumulative term of no less than 30
years, including contracts that permt an election for
early termnation; or
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"(C for a period equal to or greater than 25 years
or 70 percent of the economc useful life of the unit
determned as of the tine the unit was built, with option
rights to purchase or re-lease sone portion of the
capacity and associ ated energy generated by the unit (or
units) at the end of the period.

"(28) The term 'basic Phase Il allowance allocations'
nmeans:

"(A For calendar years 2000 through 2009
inclusive, allocations of allowances nade by the
Adm ni strator pursuant to section 403 and subsections
(b)(1), (3), and (4); (c)(1), (2), (3), and (5); (d)(1),
(2), (4), and (5); (e); (f); (9)(1), (2), (3), (4), and
(5; (h)(1); (i) and (j) of section 405.

"(B) For each calendar year beginning in 2010,
all ocations of allowances made by the Adm nistrator
pursuant to section 403 and subsections (b)(1), (3), and
(4); (c)(1), (2), (3), and (5); (d)(1), (2), (4) and (5);
(e); (f); (9)(1), (2), (3), (4), and (5); (h)(1) and (3);
(1) and (j) of section 405.

"(29) The term 'Phase Il bonus allowance allocations'
means, for cal endar year 2000 through 2009, inclusive, and
only for such years, allocations nade by the Adm nistrator
pursuant to section 403, subsections (a)(2), (b)(2), (c)(4),
(d)(3) (except as otherw se provided therein), and (h)(2) of
section 405, and section 406.

"SEC. 403. SULFUR DIOXIDE ALLOWANCE PROGRAM FOR EXISTING AND NEW
UNITS.

"(a) ALLOCATI ONS OF ANNUAL ALLOWANCES FOR EXI STI NG AND NEW
UNITS.-(1) For the emssion [imtation prograns under this title,
the Adm nistrator shall allocate annual allowances for the unit, to
be held or distributed by the designated representative of the
owner or operator of each affected unit at an affected source in
accordance with this title, in an anount equal to the annua
tonnage em ssion limtation cal cul ated under section 404, 405, 406,
409, or 410 except as otherw se specifically provided el sewhere in
this title. Except as provided in sections 405(a)(2), 405(a)(3),
409 and 410, begi nning January 1, 2000, the Adm ni strator shall not
all ocate annual allowances to emt sulfur dioxide pursuant to
section 405 in such an amount as would result in total annua
em ssions of sulfur dioxide fromutility units in excess of 8.90
mllion tons except that the Administrator shall not take into
account unused all owances carried forward by owners and operators
of affected units or by other persons holding such allowances,
follow ng the year for which they were allocated. If necessary to
meeting the restrictions inposed in the preceding sentence, the
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Adm ni strator shall reduce, pro rata, the basic Phase Il allowance
all ocations for each unit subject to the requirenents of section
405. Subject to the provisions of section 416, the Adm nistrator
shall allocate allowances for each affected unit at an affected
source annual ly, as provided in paragraphs (2) and (3) and section
408. Except as provided in sections 409 and 410, the renoval of an
existing affected unit or source fromcomercial operation at any
tine after the date of the enactnent of the Cean Air Act
Amendnents of 1990 (whether before or after January 1, 1995, or
January 1, 2000) shall not termnate or otherwise affect the
al l ocation of allowances pursuant to section 404 or 405 to which
the unit is entitled. Al | owmances shall be allocated by the
Adm ni strator without cost to the recipient, except for allowances
sold by the Adm nistrator pursuant to section 416. Not |ater than
Decenber 31, 1991, the Adm nistrator shall publish a proposed |ist
of the basic Phase Il allowance allocations, the Phase Il bonus
al l ownance allocations and, if applicable, allocations pursuant to
section 405(a)(3) for each unit subject to the emssions [imtation
requi renents of section 405 for the year 2000 and the year 2010.
After notice and opportunity for public coment, but not |ater than
Decenber 31, 1992, the Adm nistrator shall publish a final list of
such all ocations, subject to the provisions of section 405(a)(2).
Any owner or operator of an existing unit subject to the
requi renents of section 405(b) or (c) who is considering applying
for an extension of the emssion limtation requirenent conpliance
deadline for that unit from January 1, 2000, until not later than
Decenber 31, 2000, pursuant to section 409, shall notify the
Adm ni strator no |ater than March 31, 1991. Such notification shal

be used as the basis for estimating the basic Phase Il all owances
under this subsection. Prior to June 1, 1998, the Adm nistrator
shal |l publish a revised final statenent of allowance allocations,
subject to the provisions of section 405(a)(2) and taking into
account the effect of any conpliance date extensions granted
pursuant to section 409 on such allocations. Any person who nmay
make an election concerning the anmount of allowances to be
allocated to a unit or units shall nmake such el ection and so inform
the Adm nistrator not later than March 31, 1991, in the case of an
el ection under section 405 (or June 30, 1991, in the case of an
el ection under section 406). If such person fails to nmake such
el ection, the Admnistrator shall set forth for each unit owned or
operated by such person, the anpunt of allowances reflecting the
el ection that would, in the judgnent of the Adm nistrator, provide
the greatest benefit for the owner or operator of the unit. If such
person is a Governor who nmay nake an el ection under section 406 and
the Governor fails to nake an el ection, the Adm ni strator shall set
forth for each wunit in the State the anount of allowances
reflecting the election that would, in the judgnment of the
Adm ni strator, provide the greatest benefit for units in the State.
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"(b) ALLOMNCE TRANSFER SYSTEM - Al |l owances all ocated under
this title nmay be transferred anong desi gnated representatives of
the owners or operators of affected sources under this title and
any other person who holds such allowances, as provided by the
al | onance systemregul ations to be promul gated by the Adm ni strator
not |ater than eighteen nonths after the date of enactnent of the
Clean Air Act Anendnents of 1990. Such regul ations shall establish
the all owance system prescri bed under this section, including, but
not limted to, requirenents for the allocation, transfer, and use
of allowances under this title. Such regulations shall prohibit the
use of any allowance prior to the calendar year for which the
al l omance was allocated, and shall provide, consistent with the
purposes of this title, for the identification of wunused
al l omances, and for such unused all owances to be carried forward
and added to allowances allocated in subsequent years, including
al l ownances allocated to units subject to Phase | requirenents (as
described in section 404) which are applied to emssions
limtations requirenments in Phase Il (as described in section 405).
Transfers of allowances shall not be effective until witten
certification of the transfer, signed by a responsible official of
each party to the transfer, is received and recorded by the
Adm nistrator. Such regulations shall permt the transfer of
al l omances prior to the issuance of such allowances. Recorded
pre-allocation transfers shall be deducted by the Adm nistrator
fromthe nunber of allowances which woul d otherw se be allocated to
the transferor, and added to those allowances allocated to the
t ransf eree. Pre-allocation transfers shall not affect the
prohibition contained in this subsection against the use of
al l owances prior to the year for which they are all ocated.

"(c) | NTERPOLLUTANT TRADI NG -Not | ater than January 1, 1994,
the Adm nistrator shall furnish to the Congress a study eval uating
t he environnmental and econom c consequences of amending this title
to permt trading sulfur dioxide allowances for nitrogen oxides
al | onances.

"(d) ALLOMANCE TRACKI NG SYSTEM - (1) The Adm nistrator shal
promul gate, not later than 18 nonths after the date of enactnent of
the Cean Air Act Amendnents of 1990, a system for issuing,
recording, and tracking allowances, which shall specify al
necessary procedures and requirenents for an orderly and
conpetitive functioning of the allowance system Al allowance
allocations and transfers shall, upon recordation by the
Adm ni strator, be deened a part of each unit's permt requirenents
pursuant to section 408, wthout any further permt review and
revision.

"(2) In order to ensure electric reliability, such regul ations
shall not prohibit or affect tenporary increases and decreases in
emssions wthin utility systenms, power pools, or wutilities
entering into allowance pool agreenents, that result from their
operations, including energencies and central dispatch, and such
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tenporary em ssions increases and decreases shall not require
transfer of allowances anong wunits nor shall it require
recordation. The owners or operators of such units shall act
t hrough a designated representative. Notw thstanding the preceding
sentence, the total tonnage of emssions in any cal endar year
(calculated at the end thereof) fromall units in such a utility
system power pool, or allowance pool agreenents shall not exceed
the total allowances for such wunits for the calendar vyear
concer ned.

"(e) NEW UTILITY UNITS. -After January 1, 2000, it shall be
unlawful for a newutility unit to emt an annual tonnage of sul fur
di oxi de in excess of the nunber of allowances to emt held for the
unit by the unit's owner or operator. Such new utility units shal
not be eligible for an allocation of sulfur dioxide allowances
under subsection (a)(1l), wunless the wunit 1is subject to the
provi sions of subsection (g)(2) or (3) of section 405. New utility
units may obtain allowances from any person, in accordance wth
this title. The owner or operator of any new utility unit in
violation of this subsection shall be liable for fulfilling the
obligations specified in section 411 of this title.

"(f) NATURE OF ALLOWANCES. - An al | owance al |l ocated under this
title is a limted authorization to emt sulfur dioxide in
accordance with the provisions of this title. Such all owance does
not constitute a property right. Nothing in this title or in any
ot her provision of |aw shall be construed to limt the authority of
the United States to termnate or |imt such authorization.
Nothing in this section relating to all owances shall be construed
as affecting the application of, or conpliance wth, any other
provision of this Act to an affected unit or source, including the
provisions related to applicable National Anbient Ar Quality
Standards and State inplenentation plans. Nothing in this section
shall be construed as requiring a change of any kind in any State
| aw regul ating electric utility rates and charges or affecting any
State law regarding such State regulation or as limting State
regul ation (including any prudency review) under such a State | aw.

Nothing in this section shall be construed as nodifying the
Federal Power Act or as affecting the authority of the Federa
Energy Regul atory Comm ssion under that Act. Nothing in this title
shall be construed to interfere with or inpair any program for
conpetitive bidding for power supply in a State in which such
programis established. Allowances, once allocated to a person by
the Admnistrator, my be received, held, and tenporarily or
permanently transferred in accordance with this title and the
regul ations of the Adm nistrator without regard to whether or not
a permt is in effect under title V or section 408 with respect to
the unit for which such allowance was originally allocated and
recor ded. Each permt under this title and each permt issued
under title V for any affected unit shall provide that the affected
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unit may not emt an annual tonnage of sul fur dioxide in excess of
the all owances held for that unit.

"(g) PROHBITION -It shall be unlawful for any person to hold
use, or transfer any allowance allocated under this title, except
in accordance with regul ati ons promul gated by the Admnistrator. It
shal |l be unlawful for any affected unit to emt sulfur dioxide in
excess of the nunber of allowances held for that unit for that year
by the owner or operator of the unit. Upon the allocation of
al l omances under this title, the prohibition contained in the
precedi ng sentence shall supersede any other emssion limtation
applicable under this title to the units for which such all owances
are allocated. Allowances may not be used prior to the cal endar
year for which they are allocated. Nothing in this section or in
the all onance systemregul ations shall relieve the Adm ni strator of
the Admnistrator's permtting, monitoring and enforcenent
obligations under this Act, nor relieve affected sources of their
requirenents and liabilities under this Act.

"(h) COWPETITIVE BIDDI NG FOR POAER SUPPLY.-Nothing in this
title shall be construed to interfere with or inpair any program
for conpetitive bidding for power supply in a State in which such
programis established.

“(i) APPLICABILITY OF THE ANTI TRUST LAWS. -

"(1) Nothing in this section affects-

"(A) the applicability of the antitrust laws to the
transfer, use, or sale of allowances, or

"(B) the authority of the Federal Energy Regul atory
Comm ssi on under any provision of |aw respecting unfair
met hods of conpetition or anticonpetitive acts or
practices.
"(2) As used in this section, "antitrust |aws' neans

those Acts set forth in section 1 of the dayton Act (15

US C 12), as anended.

"(j) PUBLIC UTILITY HOLDI NG COVPANY ACT.-The acquisition or
di sposition of allowances pursuant to this title including the
i ssuance of securities or the undertaking of any other financing
transaction in connection with such allowances shall not be subject
to the provisions of the Public Uility Holding Conpany Act of
1935.

"SEC. 404. PHASE 1 SULFUR DIOXIDE REQUIREMENTS.

"(a) EM SSION LIMTATIONS. -(1) After January 1, 1995, each
source that includes one or nore affected units listed in table A
is an affected source under this section. After January 1, 1995, it
shall be unlawful for any affected unit (other than an eligible
phase | wunit under section 404(d)(2)) to emt sulfur dioxide in
excess of the tonnage limtation stated as a total nunber of
allomances in table A for phase |, unless (A) the em ssions
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reduction requirenments applicable to such unit have been achi eved
pursuant to subsection (b) or (d), or (B) the owner or operator of
such unit holds allowances to emt not less than the unit's total
annual em ssions, except that, after January 1, 2000, the em ssions
limtations established in this section shall be superseded by
t hose established in section 405. The owner or operator of any unit
in violation of this section shall be fully liable for such
violation including, but not limted to, liability for fulfilling
the obligations specified in section 411.

"(2) Not later than Decenber 31, 1991, the Adm nistrator shal
determine the total tonnage of reductions in the em ssions of
sul fur dioxide fromall utility units in calendar year 1995 that
will occur as a result of conpliance with the emssions |limtation
requirenents of this section, and shall establish a reserve of
al | onances equal in anount to the nunber of tons determ ned thereby
not to exceed a total of 3.50 mllion tons. In making such a
determ nation, the Admnistrator shall conpute for each wunit
subject to the emssions limtation requirenents of this section
the difference between:

"(A) the product of its baseline multiplied by the |esser
of each unit's allowable 1985 emi ssions rate and its actual

1985 em ssions rate, divided by 2,000, and

"(B) the product of each unit's baseline nmultiplied by

2.50 | bs/mBtu divided by 2,000,
and sum the conputations. The Admnistrator shall adjust the
foregoing calculation to reflect projected calendar year 1995
utilization of the units subject to the emssions Iimtations of
this title that the Admnistrator finds would have occurred in the
absence of the inposition of such requirements. Pursuant to
subsection (d), the Adm nistrator shall allocate allowances from
the reserve established hereinunder until the earlier of such tine
as all such allowances in the reserve are allocated or Decenber 31,
1999.

"(3) In addition to allowances all ocated pursuant to paragraph
(1), in each cal endar year beginning in 1995 and ending in 1999,
inclusive, the Admnistrator shall allocate for each unit on Table
A that is located in the States of Illinois, Indiana, or Ohio
(other than units at Kyger Creek, difty Creek and Joppa Steam
al l omances in an amobunt equal to 200,000 nultiplied by the unit's
pro rata share of the total nunber of allowances allocated for all
units on Table Ain the 3 States (other than units at Kyger Cr eek,
Adifty Creek, and Joppa Stean) pursuant to paragraph (1). Such
al l omances shall be excluded from the calculation of the reserve
under paragraph (2).

"(b) SUBSTI TUTI ONS. - The owner or operator of an affected unit
under subsection (a) my include in its section 408 permt
appl i cation and proposed conpliance plan a proposal to reassign, in
whole or in part, the affected unit's sulfur dioxide reduction
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requirenents to any other unit(s) under the control of such owner
or operator. Such proposal shall specify-

"(1) the designation of the substitute unit or units to
whi ch any part of the reduction obligations of subsection (a)
shall be required, in addition to, or in lieu of, any original
af fected units designated under such subsection

"(2) the original affected unit's baseline, the actual
and al | owabl e 1985 em ssions rate for sulfur dioxide, and the
aut hori zed annual all owance allocation stated in table A

"(3) calculation of the annual average tonnage for
cal endar years 1985, 1986, and 1987, emtted by the substitute
unit or units, based on the baseline for each unit, as defined
in section 402(d), nultiplied by the lesser of the unit's
actual or allowable 1985 em ssions rate;

"(4) the em ssions rates and tonnage limtations that
woul d be applicable to the original and substitute affected
units under the substitution proposal;

"(5) docunent ati on, to the satisfaction of the
Adm nistrator, that the reassigned tonnage limts wll, in
total, achieve the sane or greater em ssions reduction than
woul d have been achi eved by the original affected unit and the
substitute unit or units w thout such substitution; and

"(6) such other information as the Adm nistrator may
require.

"(c) ADM NI STRATOR S ACTI ON ON SUBSTI TUTI ON PROPCSALS. - (1) The
Adm ni strator shall take final action on such substitution proposal
in accordance with section 408(c) if the substitution proposal
fulfills the requirenents of this subsection. The Adm ni strator may
approve a substitution proposal in whole or in part and with such
nodi fications or conditions as may be consistent with the orderly
functioning of the allowance system and which will ensure the
em ssions reductions contenplated by this title. If a proposal does
not neet the requirenents of subsection (b), the Adm nistrator
shal | disapprove it. The owner or operator of a unit listed in
table A shall not substitute another unit or units wthout the
prior approval of the Adm nistrator.

"(2) Upon approval of a substitution proposal, each substitute
unit, and each source with such unit, shall be deened affected
under this title, and the Admnistrator shall issue a permt to the
original and substitute affected source and unit in accordance wth
t he approved substitution plan and section 408. The Adm ni strator
shall allocate allowances for the original and substitute affected
units in accordance with the approved substitution proposal
pursuant to section 403. It shall be unlawful for any source or
unit that is allocated all owances pursuant to this section to emt
sul fur dioxide in excess of the emssions Iimtation provided for
in the approved substitution permt and plan unless the owner or
operator of each wunit governed by the permt and approved
substitution plan holds all owances to emt not less than the units
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total annual em ssions. The owner or operator of any original or
substitute affected unit operated in violation of this subsection
shall be fully liable for such violation, including liability for
fulfilling the obligations specified in section 411 of this title.
| f a substitution proposal is disapproved, the Adm nistrator shal
allocate allowances to the original affected unit or units in
accordance wth subsection (a).

"(d) ELIGBLE PHASE | EXTENSION UNITS.-(1) The owner or
operator of any affected unit subject to an emissions l[imtation
requi renent under this section may petition the Adm nistrator in
its permt application under section 408 for an extension of 2
years of the deadline for neeting such requirenent, provided that
t he owner or operator of any such unit holds allowances to emt not
| ess than the unit's total annual em ssions for each of the 2 years
of the period of extension. To qualify for such an extension, the
affected unit nust either enploy a qualifying phase |I technol ogy,
or transfer its phase | em ssions reduction obligation to a unit
enpl oying a qualifying phase | technol ogy. Such transfer shall be
acconplished in accordance with a conpliance plan, submtted and
approved under section 408, that shall govern operations at all
units included in the transfer, and that specifies the em ssions
reduction requirenments inposed pursuant to this title.

"(2) Such extension proposal shall -

"(A) specify the unit or units proposed for designation
as an eligible phase | extension unit;

"(B) provide a copy of an executed contract, which may be
contingent upon the Adm ni strator approving the proposal, for
t he design engineering, and construction of the qualifying
phase | technology for the extension unit, or for the unit or
units to which the extension unit's emssion reduction
obligation is to be transferred,;

"(C) specify the unit's or units' baseline, actual 1985
em ssions rate, allowable 1985 em ssions rate, and projected
utilization for cal endar years 1995 t hrough 1999;

"(D) require CEMS on both the eligible phase | extension
unit or units and the transfer unit or units beginning no
| ater than January 1, 1995; and

"(E) specify the emssion limtation and nunber of
al | onances expected to be necessary for annual operation after
the qualifying phase | technol ogy has been install ed.

"(3) The Adm nistrator shall review and take final action on
each extension proposal in order of receipt, consistent wth
section 408, and for an approved proposal shall designate the unit
or units as an eligible phase | extension unit. The Adm nistrator
may approve an extension proposal in whole or in part, and with
such nodifications or conditions as may be necessary, consistent
with the orderly functioning of the allowance system and to ensure
the em ssions reductions contenplated by the title.
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"(4) In order to determ ne the nunber of proposals eligible
for allocations fromthe reserve under subsection (a)(2) and the
nunmber of allowances remaining available after each proposal is
acted upon, the Admnistrator shall reduce the total nunber of
al l omances remaining available in the reserve by the nunber of
al | onances cal cul ated accordi ng to subparagraphs (A, (B) and (O
until either no allowances remain available in the reserve for
further allocation or all approved proposals have been acted upon.
If no allowances remain available in the reserve for further
allocation before all proposals have been acted upon by the
Adm ni strator, any pending proposals shall be disapproved. The
Adm ni strator shall cal cul ate all owances equal to-

"(A) the difference between the |esser of the average
annual emssions in calendar years 1988 and 1989 or the
projected em ssions tonnage for cal endar year 1995 of each
eligible phase | extension unit, as designated under paragraph
(3), and the product of the unit's baseline nmultiplied by an
em ssion rate of 2.50 | bs/mBtu, divided by 2, 000;

"(B) the difference between the |esser of the average
annual emssions in calendar years 1988 and 1989 or the
projected em ssions tonnage for cal endar year 1996 of each
eligible phase | extension unit, as designated under paragraph
(3), and the product of the unit's baseline nmultiplied by an
em ssion rate of 2.50 | bs/mBtu, divided by 2,000; and

"(C) the anmpbunt by which (i) the product of each unit's
baseline nultiplied by an em ssion rate of 1.20 |bs/ mBtu
di vided by 2,000, exceeds (ii) the tonnage |evel specified
under subparagraph (E) of paragraph (2) of this subsection
mul tiplied by a factor of 3.

"(5) Each eligible Phase | extension unit shall receive
al l omnances determ ned under subsection (a)(1l) or (c) of this
section. In addition, for calendar year 1995, the Adm nistrator
shall allocate to each eligible Phase | extension unit, fromthe
al | onance reserve created pursuant to subsection (a)(2), allowances
equal to the difference between the |esser of the average annual
em ssions in calendar years 1988 and 1989 or its projected
em ssions tonnage for cal endar year 1995 and the product of the
unit's baseline nultiplied by an em ssion rate of 2.50 | bs/ mBtu,
divided by 2,000. In calendar year 1996, the Adm nistrator shal
allocate for each eligible unit, fromthe all owance reserve created
pursuant to subsection (a)(2), allowances equal to the difference
between the |esser of the average annual em ssions in cal endar
years 1988 and 1989 or its projected em ssions tonnage for cal endar
year 1996 and the product of the unit's baseline nmultiplied by an
em ssion rate of 2.50 Ibs/mBtu, divided by 2,000. It shall be
unl awful for any source or unit subject to an approved extension
pl an under this subsection to emt sulfur dioxide in excess of the
emssions limtations provided for in the permt and approved
extensi on plan, unless the owner or operator of each unit governed
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by the permt and approved plan holds all owances to emt not |ess
than the unit's total annual em ssions.

"(6) In addition to all owances specified in paragraph (5), the
Adm ni strator shall allocate for each eligible Phase |I extension
unit enploying qualifying Phase |I technol ogy, for cal endar years
1997, 1998, and 1999, additional allowances, from any remaining
al l omances in the reserve created pursuant to subsection (a)(2),
followng the reduction in the reserve provided for in paragraph
(4), not to exceed the amount by which (A) the product of each
eligible unit's baseline tinmes an em ssion rate of 1.20 | bs/ mBtu,
divided by 2,000, exceeds (B) the tonnage |evel specified under
subpar agraph (E) of paragraph (2) of this subsection.

"(7) After January 1, 1997, in addition to any liability under
this Act, including under section 411, if any eligible phase |
extension unit enploying qualifying phase | technology or any
transfer unit under this subsection emts sulfur dioxide in excess
of the annual tonnage limtation specified in the extension plan,
as approved in paragraph (3) of this subsection, the Adm nistrator
shall, in the calendar year followng such excess, deduct
al | onances equal to the anpbunt of such excess from such unit's
annual all owance all ocati on.

"(e)(1) In the case of a unit that receives authorization from
the Governor of the State in which such unit is located to nmake
reductions in the emssions of sulfur dioxide prior to cal endar
year 1995 and that is part of a utility system that neets the
follow ng requirenments: (A the total coal-fired generation within
the utility system as a percentage of total system generation
decreased by nore than 20 percent between January 1, 1980, and
Decenber 31, 1985; and (B) the weighted capacity factor of all
coal -fired units within the utility system averaged over the period
from January 1, 1985, through Decenber 31, 1987, was below 50
percent, the Adm nistrator shall allocate allowances under this
paragraph for the wunit pursuant to this subsection. The
Adm nistrator shall allocate allowances for a unit that is an
affected unit pursuant to section 405 (but is not also an affected
unit under this section) and part of a utility systemthat includes
1 or nore affected units under section 405 for reductions in the
em ssions of sulfur dioxide made during the period 1995-1999 if the
unit neets the requirenents of this subsection and the requirenents
of the preceding sentence, except that for the purposes of applying
this subsection to any such unit, the prior year concerned as
speci fied below, shall be any year after January 1, 1995 but prior
to January 1, 2000.

"(2) In the case of an affected unit under this section
descri bed in subparagraph (A), the allowances allocated under this
subsection for early reductions in any prior year nmay not exceed
t he anount which (A) the product of the unit's baseline multiplied
by the unit's 1985 actual sulfur dioxide emssion rate (in |bs. per
mBt u), divided by 2,000, exceeds (B) the all owances specified for
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such unit in Table A In the case of an affected unit under section
405 described in subparagraph (A), the allowances awarded under
this subsection for early reductions in any prior year may not
exceed the amount by which (i) the product of the quantity of
fossil fuel consumed by the unit (in mmBtu) in the prior year
multiplied by the lesser of 2.50 or the npbst stringent em ssion
rate (in Ibs. per mmBtu) applicable to the wunit wunder the
applicable inplenmentation plan, divided by 2,000, exceeds (ii) the
unit's actual tonnage of sul fur dioxide emssion for the prior year
concerned. Allowances allocated under this subsection for units
referred to in subparagraph (A) may be allocated only for em ssion
reducti ons achieved as a result of physical changes or changes in
the nmethod of operation nmade after the date of enactnment of the
Cean Air Act Anendnents of 1990, including changes in the type or
quality of fossil fuel consuned.

"(3) In no event shall the provisions of this paragraph be
interpreted as an event of force nmajeur or a commercia
inpractibility or in any other way as a basis for excused
nonperformance by a utility systemunder a coal sales contract in
effect before the date of enactnent of the Oean Air Act Anendnents
of 1990.

"TABLE A. - AFFECTED SOURCES AND UNI TS I N PHASE | AND THEI R
SULFUR DI OXI DE ALLOMANCES ( TONS)

State Pl ant Nane Gener at or Phase |
Al | owances

Al abama Col bert 1 13, 570
2 15, 310
3
15, 400
4
15, 410
5
37,180
E.C. Gaston 1
18, 100
2 18, 540
3 18, 310
4 19, 280
5 59, 840
Fl ori da Bi g Bend 1 28, 410
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Ceorgi a

Il1linois

| ndi ana

Crist

Bowen

Hamond

J. McDonough
Wansl| ey

Yat es

Bal dwi n

Cof f een
G and Tower

Hennepi n
Joppa Steam

Ki ncai d
Mer edosi a
Verm |ion
Bailly

Br eed
Cayuga

difty Creek

E. W Stout

F. B. Qulley
F. E Ratts

G bson

IV -
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27,100
26, 740
19, 200
31, 680
56, 320
54,770
71, 750
71, 740
8, 780
9, 220
8, 910
37, 640
19, 910
20, 600
70, 770
65, 430
7,210
7,040
6, 950
8, 910
9, 410
24,760
21, 480
42,010
44,420
42, 550
11, 790
35, 670
5, 910
18, 410
12,590
10, 770
12, 270
11, 360
11, 420
10, 620
31, 530
33, 810
13, 890
8, 880
11, 180
15, 630
18, 500
33, 370
34, 130
20, 150
19, 810
20, 410
20, 080
19, 360
20, 380
3, 880
4,770
23,610
4,290
16, 970
8, 330
8, 480
40, 400
41, 010
41, 080



4 40, 320
H T. Pritchard 6 5,770
M chigan Cty 12 23,310
Pet er sbur g 1 16, 430
2 32, 380
R Gl | agher 1 6, 490
2 7,280
3 6, 530
4 7, 650
Tanners Creek 4 24,820
Wabash Ri ver 1 4,000
2 2, 860
3 3,750
5 3,670
6 12, 280
Warrick 4 26, 980
| owa Bur | i ngt on 1
10, 710
Des Mbi nes 7 2,320
Ceor ge Neal 1 1, 290
M L. Kapp 2 13, 800
Prairie Creek 4 8, 180
Ri ver si de 5 3,990
Kansas Qui ndar o 2 4,220
Kent ucky Col eman 1 11, 250
2 12, 840
3 12, 340
Cooper 1 7, 450
2 15, 320
E. W Brown 1 7,110
2
10, 910
3 26, 100
El mer Smith 1 6, 520
2 14, 410
Chent 1 28,410
Green R ver 4 7, 820
H L. Spurl ock 1 22,780
Hender son ||
13, 340
2
12, 310
Par adi se 3
59, 170
Shawnee 10
10, 170
Mar yl and Chal k Poi nt 1
21,910
2
24, 330
C. P. Crane 1
10, 330
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M chi gan

M nnesot a

M ssi ssi pp

M ssouri

Mor gant own
35, 260

38, 480

J. H Canpbel

19, 280

23, 060
H gh Bridge
Jack Wat son
17,910

36, 700

Asbury
16, 190

Janes River

Labadi e
40, 110

37,710

40, 310

35, 940

Mont r ose

10, 090

New Madri d
28, 240

32, 480

Si bl ey
15, 580

IV -
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9, 230

4,270

4, 850

7,390

8, 200



New Hanpshire

New Jer sey

New Yor k

Si oux
22,570

23, 690
Thomas Hi |
10, 250

19, 390
Merri mack

10, 190

B.L. Engl and

211,720
Dunki r k
12, 600
14, 060

G eeni dge
M11iken
11, 170
212, 410
Nor t hport
19, 810

24,110

26, 480

Port Jefferson
10, 470

Asht abul a

16, 740

Avon Lake

11, 650

30, 480

Cardi na
34, 270

IV -
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22,000

12, 330

9, 060

7,540



38, 320

Conesville

48,770

East | ake

10, 020

14, 510

34, 070

Edgewat er

CGCen. J.M Gvin
79, 080

80, 560

Kyger Creek

19, 280

18, 560

17,910

18, 710

18, 740

M am Fort

11, 380

38, 510

Muski ngum Ri ver
14, 880
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4,210
4, 890

5, 500

7, 800

8, 640

5, 050

760



Pennsyl vani a

14,170

13, 950

11, 780

40, 470

N | es

Pi cway

R E. Burger

10, 780
12, 430
WH. Sanm s

24,170

39, 930

43, 220

W C. Beckjord

Ar nstrong
14, 410

15, 430
Brunner | sl and
127, 760

31, 100

53, 820
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23, 020

6, 940

9, 100

4,930

6, 150

8, 950



Tennessee

Cheswi ck
39, 170

Conemaugh
59, 790

66, 450

Hatfield s Ferry

37, 830

37,320

40, 270

Martins Creek

12, 660
12, 820

Port| and

10, 230

Shawill e
10, 320
10, 320

14, 220

14, 070

Sunbury

11, 450
Al en
15, 320

16, 770

15, 670

Cunber | and
86, 700
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West Virginia

94, 840
Gllatin
17, 870
17, 310

20, 020

21, 260

Johnsonville

Al bri ght
Fort Martin
41, 590

41, 200

Harri son
48, 620

46, 150
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10

12, 000

7,790

8, 040

8, 410

7,990

8, 240

7,890

8, 980

8, 700

7,080

7,550



W sconsi n

41, 500
Kanmmer
18, 740
19, 460
17, 390

M tchel |
43, 980
45,510
Mount Storm
43,720
35, 580
Edgewat er
24, 750

La Crosse/ Genoa
22,700

Nel son Dewey

N. Gak Creek

Pul | i am

S. OGak Creek

12, 040

42, 430

16, 180
15, 790

6, 010

6, 680

5, 220

5, 140

5, 370

6, 320

7,510

9,670
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"(f) ENERGY CONSERVATI ON AND RENEWABLE ENERGY. -
"(1) DEFINITIONS. -As used in this subsection:

"(A) QUALIFI ED ENERGY CONSERVATI ON MEASURE. - The
term'qualified energy conservation neasure' neans a cost
effective neasure, as identified by the Admnistrator in
consultation with the Secretary of Energy, that increases
the efficiency of the use of electricity provided by an
electric utility to its customers.

"(B) QUALI FI ED RENEWABL E ENERGY. - The term
"qualified renewabl e energy' neans energy derived from
bi omass, solar, geothermal, or wnd as identified by the
Adm nistrator in consultation with the Secretary of
Ener gy.

"(C) ELECTRIC UTILITY.-The term'electric utility’
means any person, State agency, or Federal agency, which
sells electric energy.

"(2) ALLOMNCES FOR EM SSI ONS AVO DED THROUGH ENERGY
CONSERVATI ON AND RENEWABLE ENERGY. -

"(A) IN GENERAL.-The regul ations under paragraph
(4) of this subsection shall provide that for each ton of
sul fur di oxi de em ssions avoided by an electric utility,
during the applicable period, through the wuse of
qualified energy conservation neasures or qualified
renewabl e energy, the Adm nistrator shall allocate a
single allowance to such electric wutility, on a
first-cone-first-served basis fromthe Conservation and
Renewabl e Energy Reserve established under subsection
(g), up to a total of 300,000 all owances for allocation
from such Reserve.

"(B) REQUI REMENTS FOR | SSUANCE. - The Adm ni strat or
shall allocate allowances to an electric utility under
this subsection only if all of the follow ng requirenents
are net:

"(i) Such electric utility is paying for the
qual i fied energy conservation nmeasures or qualified
renewabl e energy directly or through purchase from
anot her person.

"(i1) The em ssions of sulfur dioxide avoided
through the use of qualified energy conservation
measures or qualified renewable energy are
quantified i n accordance wi th regul ati ons
promul gated by the Admnistrator under this
subsecti on.

"(iti)(l) Such electric utility has adopted
and is inplenenting a |east cost ener gy
conservation and electric power plan  which
eval uates a range of resources, including new power
suppl i es, energy conservation, and renewabl e energy
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resources, in order to neet expected future demand

at the | owest system cost.

"(1l) The qualified energy conservation
measures or qualified renewable energy, or both,
are consistent wth that plan.

"(11l) Eectric utilities subject to the
jurisdiction of a State regulatory authority nust
have such plan approved by such authority. For
electric utilities not subject to the jurisdiction
of a State regulatory authority such plan shall be
approved by the entity with rate-making authority
for such utility.

"(iv) In the case of qualified energy
conservation neasures undertaken by a State
regul ated electric utility, the Secretary of Energy
certifies that the State regulatory authority with
jurisdiction over the electric rates of such
electric utility has established rates and charges
whi ch ensure that the net income of such electric
utility after inplenmentation of specific cost
effective energy conservation neasures is at | east
as high as such net incone would have been if the
energy conservation neasures had not been
i npl ement ed. Upon t he date of any such
certification by the Secretary of Energy, all
al l onances which, but for this paragraph, would
have been allocated under subparagraph (A) before
such date, shall be allocated to the electric
utility. This clause is not a requirenment for
qgual i fied renewabl e energy.

"(v) Such utility or any subsidiary of the
utility's hol ding conpany owns or operates at |east
one affected unit.

"(C PERI OD OF APPLI CABI LI TY.-Al |l owances under this
subsection shall be allocated only with respect to
kilowatt hours of electric energy saved by qualified
energy conservation neasures or generated by qualified
renewabl e energy after January 1, 1992 and before the
earlier of (i) Decenber 31, 2000, or (ii) the date on
whi ch any electric utility steamgenerating unit owned or
operated by the electric utility to which the all owances
are allocated becones subject to this title (including
those sources that elect to becone affected by this
title, pursuant to section 410).

"(D) DETERM NATI ON OF AVO DED EM SSI ONS. -

"(1) APPLI CATION. - I n or der to receive
al l omances under this subsection, an electric
utility shall make an application which-
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"(1) designates the qualified energy
conservati on neasures inplenented and the
qualified renewabl e energy sources used
for purposes of avoi ding em ssions,

"(1l) calculates, in accordance with
subpar agraphs (F) and (G, the nunber of
tons of em ssions avoided by reason of
the inplenmentation of such neasures or
t he use of such renewabl e energy sources;
and

() denonstrat es t hat t he
requi renents of subparagraph (B) have
been net.

Such application for al | owances by a
State-regul ated electric wutility shall require
approval by the State regulatory authority wth
jurisdiction over such electric wutility. The
authority shall review the application for accuracy
and conpliance with this subsection and the rules
under this subsection. Electric utilities whose
retail rates are not subject to the jurisdiction of
a State regulatory authority shall apply directly
to the Adm nistrator for such approval
"(E) AVODED EMSSIONS FROM QUALIFIED ENERGY

CONSERVATI ON MEASURES. - For the  purposes of this
subsection, the em ssion tonnage deened avoi ded by reason
of the inplenmentation of qualified energy conservation
measures for any cal endar year shall be a tonnage equal
to the product of multiplying-

"(i) the kilowatt hours that would otherw se
have been supplied by the utility during such year
in the absence of such qualified energy
conservati on neasures, by

"“(ii) 0.004, and dividing by 2,000.

"(F) AVO DED EM SSI ONS FROM THE USE OF QUALI FI ED
RENEWABLE ENERGY. - The em ssi ons tonnage deened avoi ded by
reason of the use of qualified renewable energy by an
electric utility for any cal endar year shall be a tonnage
equal to the product of multiplying-

"(i) the actual kilowatt hours generated by,
or purchased from qualified renewabl e energy, by

“(i1) 0.004, and dividing by 2,000.

"(G PROHBITIONS.-(i) No allowances shall be
al | ocated under this subsection for the inplenentation of
pr ogr ans t hat are exclusively i nf or mat i onal or
educational in nature.

"(i1) No allowances shall be allocated for
energy conservation neasures or renewable energy
that were operational before January 1, 1992.
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"(3) SAVINGS PROVISION. -Nothing in this subsection
precludes a State or State regulatory authority from providing
additional incentives to utilities to encourage investnent in
demand- si de resources.

"(4) REGULATIONS. -Not later than 18 nonths after the date
of the enactnent of the Clean Air Act Amendnents of 1990 and
in conjunction with the regulations required to be promul gated

under subsections (b) and (c), the Admnistrator shall, in
consultation wth the Secretary of Energy, pronulgate
regul ati ons under this subsection. Such regul ations shall 1ist

energy conservation neasures and renewable energy sources
whi ch may be treated as qualified energy conservati on neasures
and qualified renewable energy for purposes of this
subsection. Allowances shall only be allocated if al
requi renments of this subsection and the rules pronulgated to
i npl ement this subsection are conplied with. The Adm ni strator
shall review the determ nations of each State regulatory
authority under this subsection to encourage consistency from
electric utility to electric utility and from State to State
in accordance wth the Admnistrator's rul es. The
Adm ni strator shall publish the findings of this review no
| ess than annually.
"(9) CONSERVATI ON AND RENEWABLE ENERGY RESERVE. - The
Adm ni strator shall establish a Conservation and Renewabl e Energy
Reserve under this subsection. Beginning on January 1, 1995, the
Adm nistrator may allocate from the Conservation and Renewabl e
Energy Reserve an anount equal to a total of 300,000 all owances for
em ssions of sul fur dioxide pursuant to section 403. In order to
provi de 300, 000 al |l owances for such reserve, in each year begi nning
i n cal endar year 2000 and until cal endar year 2009, inclusive, the
Adm ni strator shall reduce each unit's basic Phase Il allowance
all ocation on the basis of its pro rata share of 30,000 all owances.
If allowances remain in the reserve after January 2, 2010, the
Adm ni strator shall allocate such allowances for affected units
under section 405 on a pro rata basis. For purposes of this
subsection, for any unit subject to the emssions limtation
requi renents of section 405, the term'pro rata basis' refers to
the ratio which the reductions made in such unit's allowances in
order to establish the reserve under this subsection bears to the
total of such reductions for all such units.
"(h) ALTERNATI VE ALLOMANCE ALLOCATION FOR UNITS IN CERTAIN
UTI LI TY SYSTEMS W TH OPTI ONAL BASELI NE. -

"(1) OPTIONAL BASELINE FOR UNI TS I N CERTAI N SYSTEMS. -1 n
the case of a unit subject to the emssions limtation
requirenments of this section which (as of the date of the
enactnent of the Cean Air Act Anmendnents of 1990) -

"(A) has an em ssion rate below 1.0 | bs/ nmBt u,
"(B) has decreased its sulfur dioxide emssions
rate by 60 percent or greater since 1980, and
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"(C is part of a utility system which has a
wei ght ed average sul fur dioxide emssions rate for all
fossil fueled-fired units below 1.0 | bs/ mBtu,
at the election of the owner or operator of such unit, the
unit's baseline may be calculated (i) as provided under
section 402(d), or (ii) by utilizing the unit's average annual
fuel consunption at a 60 percent capacity factor. Such
el ection shall be nmade no later than March 1, 1991

"(2) ALLOMNCE ALLOCATI ON. - Wenever a unit referred to in
paragraph (1) elects to calculate its baseline as provided in
clause (ii) of paragraph (1), the Admnistrator shall allocate
al l omances for the unit pursuant to section 403(a)(1l), this
section, and section 405 (as basic Phase 11 allowance
allocations) in an anmount equal to the baseline selected
mul tiplied by the | ower of the average annual em ssion rate
for such unit in 1989, or 1.0 Ibs./mBtu. Such allowance
allocation shall be in lieu of any allocation of allowances
under this section and section 405.

"SEC. 405. PHASE 11 SULFUR DIOXIDE REQUIREMENTS.

"(a) APPLICABILITY.-(1) After January 1, 2000, each existing
utility unit as provided below is subject to the limtations or
requi renents of this section. Each utility unit subject to an
annual sulfur dioxide tonnage emssion limtation under this
section is an affected unit under this title. Each source that
i ncludes one or nore affected units is an affected source. In the
case of an existing unit that was not in operation during cal endar
year 1985, the em ssion rate for a cal endar year after 1985, as
determ ned by the Adm nistrator, shall be used in |lieu of the 1985
rate. The owner or operator of any unit operated in violation of
this section shall be fully liable under this Act for fulfilling
the obligations specified in section 411 of this title.

"(2) In addition to basic Phase Il allowance allocations, in
each year beginning in calendar year 2000 and ending in cal endar
year 2009, inclusive, the Admnistrator shall allocate up to
530, 000 Phase Il bonus all owances pursuant to subsections (b)(2),
(c)(4), (d)(3)(A and (B), and (h)(2) of this section and section
406. Not later than June 1, 1998, the Admnistrator shal
cal cul ate, for each unit granted an extension pursuant to section
409 the difference between (A) the nunber of allowances all ocated
for the unit in calendar year 2000, and (B) the product of the
unit's baseline multiplied by 1.20 | bs/mBtu, divided by 2000, and
sumthe conputations. In each year, beginning in cal endar year 2000
and ending in calendar year 2009, inclusive, the Admnistrator
shal | deduct fromeach unit's basic Phase Il allowance allocation
its pro rata share of 10 percent of the sum cal cul ated pursuant to
t he precedi ng sentence.
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"(3) In addition to basic Phase Il allowance allocations and
Phase Il bonus allowance allocations, beginning January 1, 2000,
the Adm nistrator shall allocate for each unit listed on Table Ain
section 404 (other than units at Kyger Creek, difty Creek, and
Joppa Stean) and located in the States of Illinois, Indiana, Onio,
Georgia, Al abama, M ssouri, Pennsylvania, West Virginia, Kentucky,
or Tennessee all owances in an anount equal to 50,000 rmultiplied by
the unit's pro rata share of the total nunber of basic all owances
allocated for all units listed on Table A (other than units at
Kyger Creek, Cifty Creek, and Joppa Steam. Allowances all ocated
pursuant to this paragraph shall not be subject to the 8,900, 000
ton limtation in section 403(a).

"(b) UNITS EQUAL TO, OR ABOVE, 75 MAe AND 1.20 | bs/ mBtu.-(1)
Except as otherw se provided in paragraph (3), after January 1,
2000, it shall be unlawful for any existing utility unit that
serves a generator with nanmeplate capacity equal to, or greater
than 75 MM and an actual 1985 em ssion rate equal to or greater
than 1.20 |lbs/mBtu to exceed an annual sulfur dioxide tonnage
emssion limtation equal to the product of the unit's baseline
multiplied by an em ssion rate equal to 1.20 | bs/mBtu, divided by
2,000, unless the owner or operator of such unit hol ds all owances
to emt not less than the unit's total annual em ssions.

"(2) In addition to all owances all ocated pursuant to paragraph
(1) and section 403(a)(1l) as basic Phase Il allowance all ocations,
begi nning January 1, 2000, and for each cal endar year thereafter
until and including 2009, the Admnistrator shall allocate annually
for each unit subject to the em ssions limtation requirenents of
paragraph (1) with an actual 1985 emi ssions rate greater than 1.20
| bs/mBtu and less than 2.50 |Ibs/mBtu and a baseline capacity
factor of less than 60 percent, allowances fromthe reserve created
pursuant to subsection (a)(2) in an anmount equal to 1.20 | bs/ mBtu
multiplied by 50 percent of the difference, on a Btu basis, between
the unit's baseline and the unit's fuel consunption at a 60 percent
capacity factor.

"(3) After January 1, 2000, it shall be unlawful for any
existing utility unit wwth an actual 1985 em ssions rate equal to
or greater than 1.20 Ibs/mmBtu whose annual average fuel
consunption during 1985, 1986, and 1987 on a Btu basis exceeded 90
percent in the formof lignite coal which is located in a State in
which, as of July 1, 1989, no county or portion of a county was
desi gnated nonattai nment under section 107 of this Act for any
pol l utant subject to the requirenments of section 109 of this Act to
exceed an annual sulfur dioxide tonnage limtation equal to the
product of the unit's baseline nultiplied by the |esser of the
unit's actual 1985 em ssions rate or its allowable 1985 em ssions
rate, divided by 2,000, unless the owner or operator of such unit
hol ds all owances to emt not less than the unit's total annua
em ssi ons.
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"(4) After January 1, 2000, the Admnistrator shall allocate
annually for each wunit, subject to the emssions limtation
requi rements of paragraph (1), which is located in a State with an
installed electrical generating capacity of nore than 30, 000, 000 kw
in 1988 and for which was issued a prohibition order or a proposed
prohi bition order (from burning oil), which unit subsequently
converted to coal between January 1, 1980 and Decenber 31, 1985,
al l omances equal to the difference between (A) the product of the
unit's annual fuel consunption, on a Btu basis, at a 65 percent
capacity factor nultiplied by the lesser of its actual or allowable
emssions rate during the first full <calendar year after
conversion, divided by 2,000, and (B) the nunber of allowances
all ocated for the unit pursuant to paragraph (1): Provided, That
t he nunber of allowances allocated pursuant to this paragraph shal
not exceed an annual total of five thousand. If necessary to
meeting the restriction inposed in the preceding sentence the
Adm ni strator shall reduce, pro rata, the annual allowances
all ocated for each unit under this paragraph.

"(c) COAL OR O L-FIRED UNITS BELOW 75 MAe AND ABOVE 1.20
| bs/ mBtu. - (1) Except as otherw se provided in paragraph (3), after
January 1, 2000, it shall be unlawful for a coal or oil-fired
existing utility unit that serves a generator with naneplate
capacity of less than 75 MM and an actual 1985 em ssion rate equal
to, or greater than, 1.20 I bs/mBtu and which is a unit owned by a
utility operating conpany whose aggregate naneplate fossil fue
steamelectric capacity is, as of Decenber 31, 1989, equal to, or
greater than, 250 MM to exceed an annual sul fur di oxi de em ssions
l[imtation equal to the product of the unit's baseline nultiplied
by an emssion rate equal to 1.20 |bs/mBtu, divided by 2,000,
unl ess the owner or operator of such unit holds allowances to emt
not less than the unit's total annual em ssions.

"(2) After January 1, 2000, it shall be unlawful for a coal or
oil-fired existing utility unit that serves a generator wth
nanepl ate capacity of less than 75 MM and an actual 1985 em ssion
rate equal to, or greater than, 1.20 Ibs/mBtu (excluding units
subject to section 111 of the Act or to a federally enforceable
emssions limtation for sulfur dioxide equivalent to an annua
rate of less than 1.20 | bs/mBtu) and which is a unit owned by a
utility operating conpany whose aggregate naneplate fossil fue
steamelectric capacity is, as of Decenber 31, 1989, |ess than 250
MAe, to exceed an annual sulfur dioxide tonnage em ssions
l[imtation equal to the product of the unit's baseline nultiplied
by the lesser of its actual 1985 emi ssions rate or its allowable
1985 em ssions rate, divided by 2,000, unless the owner or operator
of such unit holds allowances to emt not less than the unit's
total annual em ssions.

"(3) After January 1, 2000, it shall be unlawful for any
existing utility unit with a nanmepl ate capacity bel ow 75 M\ and an
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actual 1985 emssions rate equal to, or greater than, 1.20
| bs/ Bt u whi ch becane operational on or before Decenber 31, 1965,
which is owed by a utility operating conpany with, as of Decenber
31, 1989, a total fossil fuel steamelectric generating capacity
greater than 250 MAé, and | ess than 450 MM whi ch serves fewer than
78,000 electrical custonmers as of the date of enactnent of the
Cean Air Act Amendnents of 1990 to exceed an annual sul fur dioxide
em ssions tonnage limtation equal to the product of its baseline
mul tiplied by the | esser of its actual or allowable 1985 em ssion
rate, divided by 2,000, unless the owner or operator holds
all owances to emt not less than the units total annual em ssions.
After January 1, 2010, it shall be unlawful for each unit subject
to the emssions limtation requirenents of this paragraph to
exceed an annual em ssions tonnage |imtation equal to the product
of its baseline multiplied by an em ssions rate of 1.20 | bs/ mBtu
di vided by 2,000, unless the owner or operator holds all owances to
emt not less than the unit's total annual em ssions.

"(4) In addition to all owances all ocated pursuant to paragraph

(1) and section 403(a)(1l) as basic Phase Il allowance all ocati ons,
begi nning January 1, 2000, and for each cal endar year thereafter
until and including 2009, inclusive, the Admnistrator shal

all ocate annually for each unit subject to the emssions [imtation
requi renents of paragraph (1) wth an actual 1985 em ssions rate
equal to, or greater than, 1.20 lbs/mBtu and less than 2.50
| bs/mBtu and a baseline capacity factor of |ess than 60 percent,
al l omances fromthe reserve created pursuant to subsection (a)(2)
in an anount equal to 1.20 | bs/mmBtu nmultiplied by 50 percent of
the difference, on a Btu basis, between the unit's baseline and the
unit's fuel consunption at a 60 percent capacity factor.

"(5) After January 1, 2000, it shall be unlawful for any
existing utility unit with a nanmepl ate capacity bel ow 75 M\ and an
actual 1985 emssions rate equal to, or greater than, 1.20
| bs/mBtu which is part of an electric utility system which, as of
the date of the enactnent of the CGean Air Act Arendnents of 1990,
(A) has at least 20 percent of its fossil-fuel capacity controlled
by flue gas desul furization devices, (B) has nore than 10 percent
of its fossil-fuel capacity consisting of coal-fired units of |ess
than 75 MM, and (C) has large units (greater than 400 M\) all of
whi ch have difficult or very difficult FG Retrofit Cost Factors
(according to the Em ssions and the FGD Retrofit Feasibility at the
200 Top Emtting Cenerating Stations, prepared for the United
States Environnmental Protection Agency on January 10, 1986) to
exceed an annual sul fur dioxide em ssions tonnage |imtation equa
to the product of its baseline multiplied by an em ssions rate of
2.5 | bs/MmBtu, divided by 2,000, unless the owner or operator holds
all owances to emt not less than the unit's total annual em ssions.
After January 1, 2010, it shall be unlawful for each unit subject
to the emssions limtation requirenents of this paragraph to
exceed an annual em ssions tonnage |imtation equal to the product
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of its baseline multiplied by an em ssions rate of 1.20 | bs/ mBtu
di vided by 2,000, unless the owner or operator holds for use
all owances to emt not less than the unit's total annual em ssions.

"(d) COAL-FIRED UNI TS BELOW 1.20 | bs/ mMmBtu.-(1) After January
1, 2000, it shall be unlawful for any existing coal-fired utility
unit the | esser of whose actual or allowable 1985 sul fur dioxide
em ssions rate is less than 0.60 Ibs/mMmBtu to exceed an annua
sul fur dioxide tonnage emssion limtation equal to the product of
the unit's baseline multiplied by (A) the |l esser of 0.60 | bs/mBtu
or the unit's allowable 1985 em ssions rate, and (B) a nuneri cal
factor of 120 percent, divided by 2,000, unless the owner or
operator of such unit holds allowances to emt not |ess than the
unit's total annual em ssions.

"(2) After January 1, 2000, it shall be unlawful for any
existing coal-fired utility unit the |esser of whose actual or
al l omwabl e 1985 sulfur dioxide emssions rate is equal to, or
greater than, 0.60 |bs/mBtu and | ess than 1.20 | bs/mBtu to exceed
an annual sul fur di oxi de tonnage emssions limtation equal to the
product of the unit's baseline nultiplied by (A) the |l esser of its
actual 1985 emissions rate or its allowable 1985 em ssions rate,
and (B) a nunerical factor of 120 percent, divided by 2,000, unless
the owner or operator of such unit holds allowances to emt not
|l ess than the unit's total annual em ssions.

"(3)(A) In addition to allowances allocated pursuant to
paragraph (1) and section 403(a)(1l) as basic Phase Il allowance
allocations, at the election of the designated representative of
the operating conpany, beginning January 1, 2000, and for each
cal endar year thereafter unti | and including 2009, t he
Adm nistrator shall allocate annually for each unit subject to the
em ssions limtation requirenents of paragraph (1) allowances from
the reserve created pursuant to subsection (a)(2) in an anount
equal to the amount by which (i) the product of the | esser of 0.60
| bs/mBtu or the unit's allowable 1985 em ssions rate nultiplied by
the unit's baseline adjusted to reflect operation at a 60 percent
capacity factor, divided by 2,000, exceeds (ii) the nunber of
al l omances allocated for the unit pursuant to paragraph (1) and

section 403(a)(1) as basic Phase Il allowance all ocations.
"(B) In addition to all owances all ocated pursuant to paragraph
(2) and section 403(a)(1) as basic Phase Il allowance all ocations,

at the election of the designated representative of the operating
conpany, beginning January 1, 2000, and for each cal endar year
thereafter wuntil and including 2009, the Adm nistrator shal

allocate annually for each unit subject to the emssions limtation
requi renents of paragraph (2) allowances fromthe reserve created
pursuant to subsection (a)(2) in an anount equal to the amount by
which (i) the product of the lesser of the unit's actual 1985
em ssions rate or its allowable 1985 em ssions rate nultiplied by
the unit's baseline adjusted to reflect operation at a 60 percent
capacity factor, divided by 2,000, exceeds (ii) the nunber of
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al l omances allocated for the unit pursuant to paragraph (2) and
section 403(a)(1) as basic Phase Il allowance all ocations.

"(C An operating conpany with units subject to the em ssions
[imtation requirenents of this subsection nmay elect the allocation
of allowances as provided under subparagraphs (A and (B). Such
el ection shall apply to the annual allowance allocation for each
and every unit in the operating conpany subject to the em ssions
[imtation requirenments of this subsection. The Adm ni strator shal
al l ocate al |l owances pursuant to subparagraphs (A) and (B) only in
accordance wth this subparagraph.

"(4) Notw thstanding any other provision of this section, at
the election of the owner or operator, after January 1, 2000, the
Adm nistrator shall allocate in lieu of allocation, pursuant to
paragraph (1), (2), (3), (5), or (6), allowances for a unit subject
to the emssions limtation requirenents of this subsection which
commenced conmercial operation on or after January 1, 1981 and
bef ore Decenber 31, 1985, which was subject to, and in conpliance
with, section 111 of the Act in an anount equal to the unit's
annual fuel consunption, on a Btu basis, at a 65 percent capacity
factor nultiplied by the unit's allowable 1985 em ssions rate
di vi ded by 2, 000.

"(5) For the purposes of this section, in the case of an oil -
and gas-fired unit which has been awarded a cl ean coal technol ogy
denonstration grant as of January 1, 1991, by the United States
Departnment of Energy, beginning January 1, 2000, the Adm ni strator
shall allocate for the unit allowances in an anmount equal to the
unit's baseline nultiplied by 1.20 | bs/mBtu, divided by 2,000.

"(e) OL AND GAS-FIRED UNITS EQUAL TO OR GREATER THAN 0. 60
| bs/mMmBtu AND LESS THAN 1. 20 | bs/ mBtu.-After January 1, 2000, it
shall be unlawful for any existing oil and gas-fired utility unit
the lesser of whose actual or allowable 1985 sulfur dioxide
em ssion rate is equal to, or greater than, 0.60 |bs/mBtu, but
|l ess than 1.20 I bs/mMmBtu to exceed an annual sul fur dioxi de tonnage
l[imtation equal to the product of the unit's baseline nultiplied
by (A) the lesser of the unit's allowable 1985 em ssions rate or
its actual 1985 em ssions rate and (B) a nunerical factor of 120
percent divided by 2,000, unless the owner or operator of such unit
hol ds all owances to emt not less than the unit's total annua
em ssi ons.

"(f) OL AND GAS-FIRED UNITS LESS THAN 0.60 | bs/ mBtu.-(1)
After January 1, 2000, it shall be unlawful for any oil and
gas-fired existing utility unit the |esser of whose actual or
al | owabl e 1985 em ssion rate is less than 0.60 | bs/mBtu and whose
aver age annual fuel consunption during the period 1980 through 1989
on a Btu basis was 90 percent or less in the formof natural gas to
exceed an annual sul fur dioxide tonnage emssions |imtation equa
to the product of the unit's baseline multiplied by (A) the | esser
of 0.60 | bs/mBtu or the unit's all owable 1985 em ssions, and (B)
a nunerical factor of 120 percent, divided by 2,000, unless the
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owner or operator of such unit holds allowances to emt not |ess
than the unit's total annual em ssions.

"(2) In addition to all owances all ocated pursuant to paragraph
(1) as basic Phase Il allowance allocations and section 403(a)(1),
begi nning January 1, 2000, the Adm nistrator shall, in the case of
any unit operated by a utility that furnishes electricity, electric
energy, steam and natural gas within an area consisting of a city
and 1 contiguous county, and in the case of any unit owned by a
State authority, the output of which unit is furnished within that
sanme area consisting of a city and 1 contiguous county, the
Adm ni strator shall allocate for each unit in the utility its pro
rata share of 7,000 allowances and for each unit in the State
authority its pro rata share of 2,000 all owances.

"(g) UNITS THAT COMVENCE OPERATI ON BETWEEN 1986 AND DECENMBER
31, 1995.-(1) After January 1, 2000, it shall be unlawful for any
utility unit that has commenced commercial operation on or after
January 1, 1986, but not |ater than Septenber 30, 1990 to exceed an
annual tonnage emssion |imtation equal to the product of the
unit's annual fuel consunption, on a Btu basis, at a 65 percent
capacity factor nmultiplied by the unit's allowable 1985 sulfur
di oxide em ssion rate (converted, if necessary, to pounds per
mBt u), divided by 2,000 unless the owner or operator of such unit
hol ds al |l owances to emt not less than the unit's total annua
em ssi ons.

"(2) After January 1, 2000, the Adm nistrator shall allocate
al | onances pursuant to section 403 to each unit which is listed in
table B of this paragraph in an annual anmount equal to the anpunt
specified in table B.

TABLE B
Uni t Al | owances
Brandon Shores ........... . . ..., 8, 907
MITer 4 ... . . . 9, 197
TNP One 2 .. 4,000
ZIiMBr L . 18, 458
Spruce 1 ... ... 7,647
Cover 1 ... .. 2,796
Clover 2 .. . 2,796
TWn Cak 2 ... 1, 760
TwWn Cak 1 ... .. 9, 158
CroSs 1 ... e 6, 401
Mal akoff 1 ... . . . 1, 759

Not wi t hst andi ng any ot her paragraph of this subsection, for units
subject to this paragraph, the Admnistrator shall not allocate
al | onances pursuant to any other paragraph of this subsection

Provi ded that the owner or operator of a unit listed on Table B may
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el ect an allocation of allowances under another paragraph of this
subsection in lieu of an allocation under this paragraph.

"(3) Beginning January 1, 2000, the Admnistrator shal
allocate to the owner or operator of any wutility wunit that
comences commercial operation, or has commenced comerci al
operation, on or after October 1, 1990, but not |ater than Decenber
31, 1992 allowances in an anount equal to the product of the unit's
annual fuel consunption, on a Btu basis, at a 65 percent capacity
factor multiplied by the lesser of 0.30 Ibs/mBtu or the unit's
al | onabl e sul fur dioxide emssion rate (converted, if necessary, to
pounds per mBtu), divided by 2, 000.

"(4) Beginning January 1, 2000, the Admnistrator shal
allocate to the owner or operator of any utility unit that has
commenced construction before Decenber 31, 1990 and that conmences
commerci al operation between January 1, 1993 and Decenber 31, 1995,
al l omances in an amobunt equal to the product of the unit's annual
fuel consunption, on a Btu basis, at a 65 percent capacity factor
multiplied by the I esser of 0.30 I bs/mBtu or the unit's allowabl e
sul fur dioxide emssion rate (converted, if necessary, to pounds
per nmBtu), divided by 2, 000.

"(5) After January 1, 2000, it shall be unlawful for any
existing wutility wunit that has conpleted conversion from
predom nantly gas fired existing operation to coal fired operation
bet ween January 1, 1985 and Decenber 31, 1987, for which there has
been allocated a proposed or final prohibition order pursuant to
section 301(b) of the Powerplant and Industrial Fuel Use Act of
1978 (42 U.S.C. 8301 et seq, repealed 1987) to exceed an annua
sul fur dioxide tonnage emssions |imtation equal to the product of
the unit's annual fuel consunption, on a Btu basis, at a 65 percent
capacity factor nultiplied by the | esser of 1.20 | bs/mBtu or the
unit's allowable 1987 sulfur dioxide em ssions rate, divided by
2,000, unless the owner or operator of such unit has obtained
al | onances equal to its actual em ssions.

"(6) (A Unless the Adm ni strator has approved a designation of
such facility under section 410, the provisions of this title shal
not apply to a 'qualifying small power production facility' or
‘qual i fying cogeneration facility' (within the nmeaning of section
3(17)(C) or 3(18)(B) of the Federal Power Act) or to a 'new
i ndependent power production facility' as defined in section 416
except that clause (iii) of such definition in section 416 shal
not apply for purposes of this paragraph if, as of the date of
enact ment ,

"(i) an applicable power sales agreenent has been
execut ed; or
"(i1) the facility is the subject of a State regulatory

authority order requiring an electric utility to enter into a

power sal es agreenent with, purchase capacity from or (for

pur poses of establishing terns and conditions of the electric
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utility's purchase of power) enter into arbitration
concerning, the facility;
"(ii1) an electric utility has issued a letter of intent
or simlar instrument commtting to purchase power fromthe
facility at a previously offered or | ower price and a power
sales agreenent is executed wthin a reasonable period of
tinme; or
"(iv) the facility has been selected as a w nning bidder
inautility conpetitive bid solicitation
"(h) OL AND GAS-FIRED UNITS LESS THAN 10 PERCENT O L
CONSUMED. - (1) After January 1, 2000, it shall be unlawful for any
oil- and gas-fired wutility wunit whose average annual fuel
consunption during the period 1980 through 1989 on a Btu basis
exceeded 90 percent in the formof natural gas to exceed an annua
sul fur dioxide tonnage limtation equal to the product of the
unit's baseline nultiplied by the unit's actual 1985 em ssions rate
di vided by 2,000 unless the owner or operator of such unit holds
all owances to emt not less than the unit's total annual em ssions.

"(2) In addition to all owances all ocated pursuant to paragraph
(1) and section 403(a)(1l) as basic Phase Il allowance all ocations,
begi nning January 1, 2000, and for each cal endar year thereafter
until and including 2009, the Admnistrator shall allocate annually
for each unit subject to the em ssions limtation requirenents of
paragraph (1) allowances from the reserve created pursuant to
subsection (a)(2) in an anount equal to the unit's baseline
mul tiplied by 0.050 | bs/mMmBtu, divided by 2, 000.

"(3) In addition to allowances all ocated pursuant to paragraph
(1) and section 403(a)(1), beginning January 1, 2010, the
Adm ni strator shall allocate annually for each unit subject to the
emssions limtation requirenments of paragraph (1) allowances in an
anmount equal to the unit's baseline multiplied by 0.050 |bs/mBtu,
di vi ded by 2, 000.

"(1) UNITS IN HGH GROMH STATES.-(1) In addition to
al | owances al |l ocated pursuant to this section and section 403(a)(1)
as basic Phase Il allowance allocations, beginning January 1, 2000,
the Admni strator shall allocate annually all owances for each unit,
subject to an emssions [imtation requirenent under this section,
and located in a State that-

"(A) has experienced a growth in population in excess of
25 percent between 1980 and 1988 according to State Popul ation
and Household Estimates, Wth Age, Sex, and Conponents of
Change: 1981-1988 all ocated by the United States Departnent of
Commer ce, and

"(B) had an installed electrical generating capacity of
nore than 30, 000,000 kw in 1988,

in an anmount equal to the difference between (A) the nunber of
al l omances that would be allocated for the unit pursuant to the
emssions [imtation requirenents of this section applicable to the
unit adjusted to reflect the unit's annual average fuel consunption
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on a Btu basis of any three consecutive cal endar years between 1980
and 1989 (inclusive) as elected by the owner or operator and (B)
the nunber of allowances allocated for the unit pursuant to the
emssions limtation requirenents of this section: Provided, That
the nunber of allowances allocated pursuant to this subsection
shal |l not exceed an annual total of 40,000. If necessary to neeting
the 40,000 all owance restriction inposed under this subsection the
Adm ni strator shall reduce, pro rata, the additional annual
al l omances al l ocated to each unit under this subsection.

"(2) Beginning January 1, 2000, in addition to allowances
all ocated pursuant to this section and section 403(a)(1) as basic
Phase Il allowance allocations, the Admnistrator shall allocate
annually for each wunit subject to the emssions limtation
requi renents of subsection (b)(1), (A the | esser of whose actual
or allowable 1980 em ssions rate has declined by 50 percent or nore
as of the date of enactnent of the Cean Air Act Anendnents of
1990, (B) whose actual emssions rate is less than 1.2 | bs/mBtu as
of January 1, 2000, (C which comenced operation after January 1,
1970, (D) which is owned by a utility conpany whose conbined
comercial and industrial kilowatt-hour sales have increased by
nore than 20 percent between cal endar year 1980 and the date of
enactnent of the Cean Air Act Anmendnents of 1990, and (E) whose
conpany-w de fossil-fuel sulfur dioxide emssions rate has declined
40 per centumor nore from 1980 to 1988, allowances in an anount
equal to the difference between (i) the nunber of all owances that
would be allocated for the wunit pursuant to the em ssions
limtation requirenents of subsection (b)(1l) adjusted to reflect
the unit's annual average fuel consunption on a Btu basis for any
three consecutive years between 1980 and 1989 (inclusive) as
el ected by the owner or operator and (ii) the nunber of allowances
allocated for the wunit pursuant to the emssions limtation
requi renents of subsection (b)(1): Provided, That the nunber of
al | onances al |l ocated pursuant to this paragraph shall not exceed an
annual total of 5,000. If necessary to neeting the 5,000-all owance
restriction inposed in the last clause of the precedi ng sentence
the Adm nistrator shall reduce, pro rata, the additional allowances
all ocated to each unit pursuant to this paragraph

"(j) CERTAIN MUNI G PALLY OMNED PONER PLANTS. - Begi nni ng January
1, 2000, in addition to allowances allocated pursuant to this
section and section 403(a)(1l) as basic Phase Il allowance
allocations, the Admnistrator shall allocate annually for each
existing municipally owned oil and gas-fired utility unit wth
namepl ate capacity equal to, or less than, 40 MM, the |esser of
whose actual or allowable 1985 sulfur dioxide emssion rate is
less than 1.20 I bs/mBtu, allowances in an anount equal to the
product of the unit's annual fuel consunption on a Btu basis at a
60 percent capacity factor nultiplied by the lesser of its
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all owabl e 1985 em ssion rate or its actual 1985 em ssion rate,
di vi ded by 2, 000.

"SEC. 406. ALLOWANCES FOR STATES WITH EMISSIONS RATES AT OR BELOW
0.80 LBS/MMBTU.

"(a) ELECTION OF GOVERNOR. -In addition to basic Phase I
al l omance allocations, upon the election of the Governor of any
State, wth a 1985 state-w de annual sul fur dioxide em ssions rate
equal to or less than, 0.80 |bs/mBtu, averaged over all fossi
fuel -fired utility steam generating units, beginning January 1,
2000, and for each calendar year thereafter until and including
2009, the Adm nistrator shall allocate, in lieu of other Phase |
bonus al | owance all ocations, allowances fromthe reserve created
pursuant to section 405(a)(2) to all such units in the State in an
anount equal to 125,000 nultiplied by the unit's pro rata share of
electricity generated in calendar year 1985 at fossil fuel-fired
utility steamunits in all States eligible for the election

"(b) NOTIFICATION OF ADM N STRATOR -Pursuant to section
403(a) (1), each CGovernor of a State eligible to nake an el ection
under paragraph (a) shall notify the Admnistrator of such
el ection. In the event that the Governor of any such State fails to
notify the Admnistrator of the Governor's elections, the
Adm ni strator shall allocate all owances pursuant to section 405.

"(c) ALLOMNCES AFTER JANUARY 1, 2010.-After January 1, 2010,
the Adm nistrator shall allocate allowances to units subject to the
provi sions of this section pursuant to section 405.

"SEC. 407. NITROGEN OXIDES EMISSION REDUCTION PROGRAM.

"(a) APPLICABILITY.-On the date that a coal-fired utility unit
becones an affected unit pursuant to sections 404, 405, 409, or on
the date a unit subject to the provisions of section 404(d) or
409(b), nust neet the SO2 reduction requirenents, each such unit
shal |l becone an affected unit for purposes of this section and
shall be subject to the emssion limtations for nitrogen oxides
set forth herein.

"(b) EM SSION LIMTATIONS. -(1) Not |ater than eighteen nonths
after enactnent of the Clean Alr Act Anendnents of 1990, the
Adm nistrator shall by regulation establish annual allowable
emssion limtations for nitrogen oxides for the types of utility
boilers listed below, which limtations shall not exceed the rates
listed below Provided, That the Admnistrator may set a rate
hi gher than that listed for any type of wutility boiler if the
Adm nistrator finds that the maximum listed rate for that boiler
type cannot be achieved using low NOx burner technology. The
maxi mum al | owabl e em ssion rates are as foll ows:

"(A) for tangentially fired boilers, 0.45 | b/ mBtu;
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"(B) for dry bottomwall-fired boilers (other than units
applying cell burner technology), 0.50 |[|b/mBtu. After
January 1, 1995, it shall be unlawful for any unit that is an
affected unit on that date and is of the type listed in this
paragraph to emt nitrogen oxides in excess of the em ssion
rates set by the Adm nistrator pursuant to this paragraph
"(2) Not later than January 1, 1997, the Adm ni strator shall

by regulation, establish allowable emssion limtations on a
| b/ mBtu, annual average basis, for nitrogen oxides for the
follow ng types of utility boilers:

"(A) wet bottomwall-fired boilers;

"(B) cycl ones;

"(C) units applying cell burner technol ogy;

"(D) all other types of utility boilers.

The Adm ni strator shall base such rates on the degree of reduction
achi evabl e through the retrofit application of the best system of
continuous emssion reduction, taking into account available
t echnol ogy, costs and energy and environnental inpacts; and which
is conparable to the costs of nitrogen oxides controls set pursuant
to subsection (b)(1). Not later than January 1, 1997, the
Adm nistrator may revise the applicable emssion |[imtations for
tangentially fired and dry bottom wall-fired boilers (other than
cell burners) to be nore stringent if the Adm nistrator determ nes
that nore effective low NOx burner technology is available:
Provided, That, no unit that is an affected unit pursuant to
section 404 and that is subject to the requirenents of subsection
(b)(1), shall be subject to the revised emssion |imtations, if
any.

"(c) REVI SED PERFORVANCE STANDARDS. - (1) Not |ater than January
1, 1993, the Adm nistrator shall propose revised standards of
performance to section 111 for nitrogen oxides em ssions from
fossil-fuel fired steamgenerating units, including both electric
utility and nonutility units. Not later than January 1, 1994, the
Adm ni strator shall pronmul gate such revised standards of
performance. Such revised standards of performance shall reflect
i nprovenents in nethods for the reduction of em ssions of oxides of
nitrogen.

"(d) ALTERNATIVE EM SSION LIMTATIONS.-The pernitting

authority shall, upon request of an owner or operator of a unit
subject to this section, authorize an emssion limtation |ess
stringent than the applicable Iimtation established under

subsection (b)(1) or (b)(2) upon a determ nation that-
"(1) a unit subject to subsection (b)(1l) cannot neet the
applicable limtation using | ow NOx burner technol ogy; or
"(2) a unit subject to subsection (b)(2) cannot neet the
applicable rate using the technology on which the
Adm ni strator based the applicable em ssion [imtation.
The permtting authority shall base such determ nation upon a
showi ng satisfactory to the permtting authority, in accordance
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wi th regul ations established by the Adm nistrator not |ater than
ei ghteen nonths after enactnent of the Cean Air Act Amendnents of
1990, that the owner or operator-
"(1) has properly installed appropriate control equi prment
designed to neet the applicable em ssion rate;
"(2) has properly operated such equi pnent for a period of
fifteen nonths (or such other period of time as the
Adm nistrator determnes through the regulations), and
provi des operating and nonitoring data for such period
denonstrating that the wunit cannot neet the applicable
em ssion rate; and
"(3) has specified an em ssion rate that such unit can
meet on an annual average basis. The permtting authority
shal |l issue an operating permt for the unit in question, in
accordance wth section 408 and part B of title III-
"(i) that permts the unit during the denonstration
period referred to in subparagraph (2) above, to emt at a
rate in excess of the applicable em ssion rate;
"(ii1) at the conclusion of the denonstration period to
revise the operating permt to reflect the alternative
em ssion rate denonstrated in paragraphs (2) and (3) above.
Units subject to subsection (b)(1l) for which an alternative
emssion limtation is established shall not be required to install
any additional control technol ogy beyond | ow NOx burners. Not hing
in this section shall preclude an owner or operator frominstalling
and operating an alternative NOx control technology capable of
achieving the applicable emssion limtation. If the owner or
operator of a unit subject to the emssions [imtation requirenents
of subsection (b)(1) denonstrates to the satisfaction of the
Adm nistrator that the technology necessary to neet such
requirenents is not in adequate supply to enable its installation
and operation at the unit, consistent with systemreliability, by
January 1, 1995, then the Adm nistrator shall extend the deadline
for conpliance for the unit by a period of 15 nonths. Any owner or
operator nmay petition the Admnistrator to nmake a determ nation
under the previous sentence. The Adm nistrator shall grant or deny
such petition within 3 nonths of submttal

"(e) EM SSIONS AVERAG NG -In lieu of conplying with the
applicable em ssion Iimtations under subsection (b) (1), (2), or
(d), the owner or operator of two or nore units subject to one or
nore of the applicable em ssion limtations set pursuant to these
sections, may petition the permtting authority for alternative
cont enpor aneous annual emssion limtations for such units that
ensure that (1) the actual annual emssion rate in pounds of
ni trogen oxides per mllion Btu averaged over the units in question
is a rate that is less than or equal to (2) the Btu-weighted
average annual em ssion rate for the same units if they had been
operated, during the sane period of tine, in conpliance wth
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limtations set in accordance with the applicable em ssion rates
set pursuant to subsections (b) (1) and (2).

"If the permtting authority determ nes, in accordance wth
regul ations issued by the Adm nistrator not l|ater than eighteen
mont hs after enactnent of the Clean Air Act Anendnents of 1990;
that the conditions in the paragraph above can be net, the

permtting authority shall issue operating permts for such units,
in accordance wth section 408 and part B of title Ill, that allow
alternative contenporaneous annual emssion limtations. Such

emssion limtations shall only remain in effect while both units
continue operation under the conditions specified in their
respective operating permts.

"SEC. 408. PERMITS AND COMPLIANCE PLANS.

"(a) PERM T PROGRAM -The provisions of this title shall be
i npl enented, subject to section 403, by permts issued to units
subject to this title (and enforced) in accordance with the
provisions of title V, as nodified by this title. Any such permt
i ssued by the Admnistrator, or by a State with an approved permt
program shall prohibit-

"(1) annual em ssions of sulfur dioxide in excess of the
nunber of allowances to emt sulfur dioxide the owner or
operator, or the designated representative of the owners or
operators, of the unit hold for the unit,

"(2) exceedances of applicable em ssions rates,

"(3) the use of any allowance prior to the year for which
it was allocated, and

"(4) contravention of any other provision of the permt.

Permts issued to inplenent this title shall be issued for a period
of 5 years, notwithstanding title V. No permt shall be issued that
is inconsistent with the requirenents of this title, and title V as
appl i cabl e.

"(b) COWPLI ANCE PLAN. -Each initial permt application shall be
acconpani ed by a conpliance plan for the source to conply with its
requirements under this title. Were an affected source consists of
nmore than one affected unit, such plan shall cover all such units,
and for purposes of section 502(c), such source shall be considered
a 'facility'. Nothing in this section regarding conpliance plans or
intitle V shall be construed as affecting all owances. Except as
provi ded under subsection (c)(1)(B), subm ssion of a statenent by
the owner or operator, or the designated representative of the
owners and operators, of a unit subject to the emssions limtation
requi rements of sections 404, 405, and 407, that the unit wll neet
the applicable emssions Iimtation requirenents of such sections
inatinmely manner or that, in the case of the emssions [imtation
requi rements of sections 404 and 405, the owners and operators wll
hol d all onances to emt not |ess than the total annual em ssions of
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the unit, shall be deenmed to neet the proposed and approved
conpliance planning requirenents of this section and title V,
except that, for any unit that will neet the requirenents of this
title by neans of an alternative nethod of conpliance authorized
under section 404 (b), (c), (d), or (f) section 407 (d) or (e),
section 409 and section 410, the proposed and approved conpli ance
plan, permt application and permt shall include, pursuant to
regul ati ons pronul gated by the Adm nistrator, for each alternative
met hod of conpliance a conprehensive description of the schedul e
and neans by which the unit will rely on one or nore alternative
met hods of conpliance in the manner and tine authorized under this
title. Recordation by the Adm nistrator of transfers of all owances
shall anend automatically all applicable proposed or approved
perm t appl i cati ons, conpliance plans and permts. The
Adm ni strator may al so require-

"(1) for a source, a denonstration of attainnment of
national anbient air quality standards, and

"(2) fromthe owner or operator of two or nore affected
sources, an integrated conpliance plan providing an overal
pl an for achieving conpliance at the affected sources.

"(c) FIRST PHASE PERM TS.-The Adm nistrator shall issue
permts to affected sources under sections 404 and 407.

"(1) PERM T APPLI CATION AND COWPLI ANCE PLAN.-(A) Not
|ater than 27 nonths after the date of the enactnent of the
Clean Air Act Amendnents  of 1990, the designated
representative of the owners or operators, or the owner and
operator, of each affected source under sections 404 and 407
shall submt a permt application and conpliance plan for that
source in accordance wth regulations issued by the
Adm ni strator under paragraph (3). The permt application and
t he conpliance plan shall be binding on the owner or operator
or the designated representative of owners and operators for
purposes of this title and section 402(a), and shall be
enforceable in lieu of a permt until a permt is issued by
the Adm nistrator for the source.

"(B) In the case of a conpliance plan for an affected
source under sections 404 and 407 for which the owner or
operator proposes to neet the requirenents of that section by
reducing utilization of the unit as conpared with its baseline

or by shutting down the unit, the owner or operator shal
include in the proposed conpliance plan a specification of the

unit or wunits that will provide electrical generation to
conpensate for the reduced output at the affected source, or
a denonstration that such reduced wutilization wll be

acconpl i shed through energy conservation or inproved unit
efficiency. The wunit to be wused for such conpensating
generation, which is not otherwi se an affected unit under
sections 404 and 407, shall be deened an affected unit under
section 404, subject to all of the requirenments for such units
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under this title, except that allowances shall be allocated to

such conpensating unit in the anmount of an annual limtation

equal to the product of the unit's baseline nmultiplied by the
| esser of the wunit's actual 1985 em ssions rate or its

al | owabl e 1985 em ssions rate, divided by 2, 000.

"(2) EPA ACTI ON ON COWVPLI ANCE PLANS. - The Adm ni strator
shall review each proposed conpliance plan to determ ne
whether it satisfies the requirenents of this title, and shal
approve or disapprove such plan within 6 nonths after receipt
of a conplete submssion. If a plan is disapproved, it may be
resubmtted for appr oval with such changes as the
Adm ni strator shall require consistent with the requirenents
of this title and within such period as the Adm nistrator
prescribes as part of such di sapproval.

"(3) REGULATIONS; | SSUANCE OF PERM TS. -Not | ater than 18
mont hs after the date of the enactnent of the Cean Ar Act
Amendnments of 1990, the Admnistrator shall pronulgate
regul ations, in accordance with title V, to inplenent a
Federal permt programto issue permts for affected sources
under this title. Follow ng promul gation, the Adm nistrator
shall issue a permt to inplenent the requirenents of section
404 and the all owances provi ded under section 403 to the owner
or operator of each affected source under section 404. Such a
permt shall supersede any permt application and conpliance
pl an subm tted under paragraph (1).

"(4) FEES. -During the years 1995 through 1999 i ncl usi ve,
no fee shall be required to be paid under section 502(b)(3) or
under section 110(a)(2)(L) with respect to em ssions from any
unit which is an affected unit under section 404.

"(d) SECOND PHASE PERM TS. - (1) To provide for permts for (A
new electric utility steamgenerating units required under section
403(e) to have allowances, (B) affected units or sources under
section 405, and (C existing units subject to nitrogen oxide
em ssion reductions under section 407, each State in which one or
nmore such units or sources are |ocated shall submt in accordance
with title V, a permt program for approval as provided by that
title. Upon approval of such program for the units or sources
subject to such approved program the Adm nistrator shall suspend
the issuance of permts as provided in title V.

"(2) The owner or operator or the designated representative of
each affected source under section 405 shall submt a permt
application and conpliance plan for that source to the permtting
authority, not later than January 1, 1996.

"(3) Not later than Decenber 31, 1997, each State with an
approved permt program shall issue permts to the owner or
operator, or the designated representative of the owners and
operators, of affected sources under section 405 that satisfy the
requirenents of title Vand this title and that submtted to such
State a permt application and conpliance plan pursuant to
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paragraph (2). In the case of a State wi thout an approved permt
program by July 1, 1996, the Admnistrator shall, not later than
January 1, 1998, issue a permt to the owner or operator or the
desi gnated representative of each such affected source. In the case
of affected sources for which applications and plans are tinely
recei ved under paragraph (2), the permt application and the
conpl i ance plan, including anmendnents thereto, shall be binding on
the owner or operator or the designated representative of the
owners or operators and shall be enforceable as a permt for
purposes of this title and title V until a permt is issued by the
permtting authority for the affected source. The provisions of
section 558(c) of title V of the United States Code (relating to
renewal s) shall apply to permts issued by a permtting authority
under this title and title V.

"(4) The permt issued in accordance with this subsection for
an affected source shall provide that the affected units at the
affected source may not emt an annual tonnage of sul fur dioxide in
excess of the nunber of allowances to emt sulfur dioxide the owner
or operator or designated representative hold for the unit.

"(e) NEW UNITS.-The owner or operator of each source that
includes a new electric utility steamgenerating unit shall submt
a permt application and conpliance plan to the permtting
authority not later than 24 nonths before the later of (1) January
1, 2000, or (2) the date on which the unit commences operation. The
permtting authority shall issue a permt to the owner or operator,
or the designated representative thereof, of the wunit that
satisfies the requirenents of title V and this title.

"(f) UNITS SUBJECT TO CERTAIN OTHER LIMTS. -The owner or
operator, or designated representative thereof, of any unit subject
to an emssion rate requirenent under section 407 shall submt a
permt application and conpliance plan for such unit to the
permtting authority, not later than January 1, 1998. The
permtting authority shall issue a permt to the owner or operator
that satisfies the requirenents of title V and this title,
i ncl udi ng any appropriate nonitoring and reporting requirenents.

"(g) AVENDVENT OF APPLI CATI ON AND COWPLI ANCE PLAN. - At any time
after the subm ssion of an application and conpliance plan under
this section, the applicant may submt a revised application and

conpliance plan, in accordance with the requirenents of this
section. In considering any permt application and conpliance plan
under this title, the permtting authority shall ensure

coordination with the applicable electric ratemaki ng authority, in
the case of regulated utilities, and with unregulated public
utilities.

"(h) PROBIBITION.-(1) It shall be unlawful for an owner or
operator, or designated representative, required to submt a perm:t
application or conpliance plan under this title to fail to submt
such application or plan in accordance with the deadlines specified
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in this section or to otherwise fail to conply with regul ations
i npl enmenting this section.

"(2) It shall be unlawful for any person to operate any source
subject to this title except in conpliance with the terns and
requirenments of a permt application and conpliance plan (including
anendnents thereto) or permt issued by the Admnistrator or a
State with an approved permt program For purposes of this
subsection, conpliance, as provided in section 504(f), with a
permt issued under title V which conplies with this title for
sources subject to this title shall be deenmed conpliance with this
subsection as well as section 502(a).

"(3) In order to ensure reliability of electric power, nothing
in this title or title V shall be construed as requiring
term nation of operations of an electric utility steam generating
unit for failure to have an approved permt or conpliance plan
except that any such unit nmay be subject to the applicable
enf orcenment provisions of section 113.

"(i) MITIPLE OMNERS.-No permt shall be issued under this
section to an affected unit until the designated representative of
the owners or operators has filed a certificate of representation
wWth regard to matters under this title, including the holding and
distribution of allowances and the proceeds of transactions
i nvol ving al |l owances. \Were there are multiple holders of a |egal
or equitable title to, or a leasehold interest in, such a unit, or
where a utility or industrial custonmer purchases power from an
affected wunit (or wunits) wunder Ilife-of-the-unit, firm power
contractual arrangenents, the certificate shall state (1) that
al l onances and the proceeds of transactions involving allowances
will be deened to be held or distributed in proportion to each
hol der's legal, equitable, |easehold, or contractual reservation or
entitlenment, or (2) if such nmultiple holders have expressly
provided for a different distribution of allowances by contract,
that allowances and the proceeds of transactions involving
al l omnances w |l be deenmed to be held or distributed in accordance
with the contract. A passive lessor, or a person who has an
equi table interest through such | essor, whose rental paynents are
not based, either directly or indirectly, upon the revenues or
income fromthe affected unit shall not be deenmed to be a hol der of
a legal, equitable, Ieasehold, or contractual interest for the
pur pose of holding or distributing allowances as provided in this
subsection, during either the termof such | easehold or thereafter
unl ess expressly provided for in the | easehol d agreenent. Except as
ot herwi se provided in this subsection, where all legal or equitable
title to or interest in an affected unit is held by a single
person, the certification shall state that all all owances received
by the unit are deened to be held for that person.

"SEC. 409. REPOWERED SOURCES.
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"(a) AVAI LABILITY.-Not |ater than Decenber 31, 1997, the owner
or operator of an existing unit subject to the emssions [imtation
requi renents of section 405 (b) and (c) nay denonstrate to the
permtting authority that one or nore units will be repowered with
a qualifying clean coal technology to conply with the requirenents
under section 405. The owner or operator shall, as part of any such
denonstrati on, provi de, not |ater than January 1, 2000
satisfactory docunentation of a prelimnary design and engi neering
effort for such repowering and an executed and bi nding contract for
the majority of the equipnment to repower such unit and such ot her
information as the Admnistrator nmay require by regulation. The
repl acenent of an existing utility unit with a new utility unit
using a repowering technology referred to in section 402(2) which
is located at a different site, shall be treated as repowering of
the existing unit for purposes of this title, if-

"(1) the replacenent unit is designated by the owner or
operator to replace such existing unit, and

"(2) the existing unit is retired from service on or
before the date on which the designated replacenent unit
enters commercial operation.

"(b) EXTENSION.-(1) An owner or operator satisfying the
requi rements of subsection (a) shall be granted an extension of the
emssion limtation requirenment conpliance date for that unit from
January 1, 2000, to Decenber 31, 2003. The extension shall be
specified in the permt issued to the source under section 408,
together with any conpliance schedule and other requirenments
necessary to neet second phase requirenents by the extended date.
Any unit that is granted an extension under this section shall not
be eligible for a waiver under section 111(j) of this Act, and
shall continue to be subject to requirenments under this title as if
it were a unit subject to section 405.

"(2) If (A the owner or operator of an existing unit has been
grant ed an extension under paragraph (1) in order to repower such
unit with a clean coal wunit, and (B) such owner or operator
denonstrates to the satisfaction of the Adm nistrator that the
repowering technology to be utilized by such unit has been properly
constructed and tested on such unit, but neverthel ess has been
unable to achieve the emssion reduction limtations and is
econom cally or technologically infeasible, such existing unit may
be retrofitted or repowered with equi pnrent or facilities utilizing
another clean <coal technology or other available <contro
t echnol ogy.

"(c) ALLOMANCES. -(1) For the period of the extension under
this section, the Admnistrator shall allocate to the owner or
operator of the affected unit, annual allowances for sulfur dioxide
equal to the affected unit's baseline nultiplied by the | esser of
the unit's federally approved State Inplenentation Plan em ssions
limtation or its actual em ssion rate for 1995 in lieu of any
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other allocation. Such all owances may not be transferred or used by
any other source to neet em ssion requirements under this title.
The source owner or operator shall notify the Adm nistrator sixty
days in advance of the date on which the affected unit for which
t he extension has been granted is to be renoved fromoperation to
install the repowering technol ogy.

"(2) Effective on that date, the unit shall be subject to the
requi renents of section 405. Allowances for the year in which the
unit is renoved fromoperation to install the repowering technol ogy
shall be calculated as the product of the wunit's baseline
multiplied by 1.20 |bs/mBtu, divided by 2,000, and prorated
accordingly, and are transferable.

"(3) Allowances for such existing utility units for cal endar
years after the year the repowering is conplete shall be cal cul ated
as the product of the existing unit's baseline nultiplied by 1.20
| bs/ mBt u, divided by 2, 000.

"(4) Notw thstanding the provisions of section 403 (a) and
(e), allowances shall be allocated under this section for a
designated replacenent unit which replaces an existing unit (as
provided in the |ast sentence of subsection (a)) in lieu of any
further allocations of allowances for the existing unit.

"(5) For the purpose of neeting the aggregate emnm ssions
limtation requirenent set forth in section 403(a)(1l), the units
with an extension under this subsection shall be treated in each
cal endar year during the extension period as holding allowances
al | ocat ed under paragraph (3).

"(d) CONTRCL REQUI REMENTS.-Any wunit qualifying for an
extension under this section that does not increase actual hourly
em ssions for any pollutant regul ated under the Act shall not be
subject to any standard of performance under section 111 of this
Act. Notw thstandi ng the provisions of this subsection, no new unit
(1) designated as a replacenent for an existing unit, (2)
qualifying for the extension under subsection (b), and (3) | ocated
at a different site than the existing unit shall receive an
exenption fromthe requirenents inposed under section 111

"(e) EXPEDI TED PERM TTING -State permtting authorities and,
where applicable, the Admnistrator, are encouraged to give
expedited consideration to permt applications under parts C and D
of title I of this Act for any source qualifying for an extension
under this section.

"(f) PROHIBITION. -1t shall be wunlawful for the owner or
operator of a repowered source to fail to conmply with the
requirenent of this section, or any regulations of permt
requirenents to inplenment this section, including the prohibition
against emtting sulfur dioxide in excess of allowances held.

"SEC. 410. ELECTION FOR ADDITIONAL SOURCES.
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(a) APPLI CABILITY.-The owner or operator of any unit that is
not, nor will becone, an affected unit under section 403(e), 404,
or 405, or that is a process source under subsection (d), that
emts sulfur dioxide, may elect to designate that unit or source to
becone an affected unit and to receive allowances under this title.
An el ection shall be submtted to the Adm nistrator for approval
along with a permt application and proposed conpliance plan in
accordance with section 408. The Adm nistrator shall approve a
designation that neets the requirenents of this section, and such
desi gnated unit, or source, shall be allocated all owances, and be
an affected unit for purposes of this title.

"(b) ESTABLI SHVMENT OF BASELINE.-The baseline for a unit
designated under this section shall be established by the
Adm nistrator by regulation, based on fuel consunption and
operating data for the unit for calendar years 1985, 1986, and
1987, or if such data is not available, the Admnistrator may
prescri be a baseline based on alternative representative data.

"(c) EM SSION LI M TATIONS. - Annual em ssions limtations for
sul fur dioxide shall be equal to the product of the baseline
multiplied by the |lesser of the unit's 1985 actual or allowable
emssion rate in |bs/mBtu, or, if the unit did not operate in
1985, by the lesser of the unit's actual or allowable em ssion rate
for a calendar vyear after 1985 (as determned by the
Adm ni strator), divided by 2,000.

"(d) PROCESS SOURCES. -Not |ater than 18 nonths after enactnent
of the Clean Air Act Amendnents of 1990, the Adm nistrator shal
establish a program under which the owner or operator of a process
source that emts sulfur dioxide may el ect to designate that source
as an affected unit for the purpose of receiving all owances under
this title. The Admnistrator shall, by regulation, define the
sources that may be designated; specify the emssions limtation;
specify the operating, emssion baseline, and other data
requi rements; prescribe CEMS or other nonitoring requirenments; and
promul gate permt, reporting, and any other requirenents necessary
to i nplenent such a program

"(e) ALLOMNCES AND PERM TS. -The Adm nistrator shall issue
al l omances to an affected unit under this section in an anount
equal to the em ssions |limtation cal cul ated under subsection (c)
or (d), in accordance with section 403. Such all owance may be used
in accordance with, and shall be subject to, the provisions of
section 403. Affected sources under this section shall be subject
to the requirenents of sections 403, 408, 411, 412, 413, and 414.

"(f) LIMTATION -Any unit designated under this section shal
not transfer or bank allowances produced as a result of reduced
utilization or shutdown, except that, such allowances may be
transferred or carried forward for use in subsequent years to the
extent that the reduced utilization or shutdown results fromthe
replacenent of thermal energy fromthe unit designated under this
section, with thermal energy generated by any other unit or units
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subject to the requirenents of this title, and the designated
unit's allowances are transferred or carried forward for use at
such other replacenent wunit or wunits. In no case may the
Adm nistrator allocate to a source designated under this section
al l owances in an amobunt greater than the em ssions resulting from
operation of the source in full conpliance with the requirenments of
this Act. No such allowances shall authorize operation of a unit in
vi ol ation of any other requirenments of this Act.

"(g) | MPLEMENTATI ON. - The Adm nistrator shall issue regul ations
to inplenment this section not |ater than eighteen nonths after
enact nent of the Clean Air Act Anendnents of 1990.

"(h) SMALL DI ESEL REFI NERI ES. - The Adm ni strator shall issue
al l onances to owners or operators of small diesel refineries who
produce diesel fuel after October 1, 1993, neeting the requirenents
of subsection 211(i) of this Act.

"(1l) ALLOMNCE PERI CD. - Al | owances may be al |l ocated under
this subsection only for the period from Cctober 1, 1993
t hrough Decenber 31, 1999.

"(2) ALLOMANCE DETERM NATI ON. - The nunber of all owances
al l ocated pursuant to this paragraph shall equal the annual
nunmber of pounds of sul fur dioxide reduction attributable to
desul furization by a small refinery divided by 2,000. For the
purposes of this calculation, the concentration of sulfur
renoved fromdi esel fuel shall be the difference between 0.274
percent (by weight) and 0.050 percent (by weight).

"(3) REFINERY ELIGBILITY.-As used in this subsection,
the term'small refinery' shall nean a refinery or portion of
a refinery-

"(A) which, as of the date of enactnent of the

Cean Air Act Anendnents of 1990, has bona fide crude oi

t hroughput of |ess than 18,250,000 barrels per year, as

reported to the Departnent of Energy, and

"(B) which, as of the date of enactnent of the

Clean Air Act Amendnents of 1990, is owned or controlled

by a refiner with a total conbined bona fide crude oil

t hroughput of |ess than 50,187,500 barrels per year, as

reported to the Departnent of Energy.

"(4) LIMTATION PER REFINERY.-The nmaxi mum nunber of
al | onances that can be annually allocated to a small refinery
pursuant to this subsection is one thousand and five hundred.

"(5) LIMTATION ON TOTAL.-In any given year, the tota
nunber of allowances allocated pursuant to this subsection
shal | not exceed thirty-five thousand.

"(6) REQU RED CERTI FI CATI ON. - The Adm ni strator shall not
al l ocate any all onances pursuant to this subsection unless the
owner or operator of a small diesel refinery shall have
certified, at a tinme and in a manner prescribed by the
Adm nistrator, that all notor diesel fuel produced by the
refinery for which allowances are clained, including notor
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diesel fuel for off-highway wuse, shall have net the
requi renents of subsection 211(i) of this Act.

"SEC. 411. EXCESS EMISSIONS PENALTY.

"(a) EXCESS EM SSI ONS PENALTY. - The owner or operator of any
unit or process source subject to the requirenents of sections 403,
404, 405, 406, 407 or 409, or designated under section 410, that
emts sulfur dioxide or nitrogen oxides for any cal endar year in
excess of the unit's emssions |imtation requirenent or, in the
case of sulfur dioxide, of the allowances the owner or operator
hol ds for use for the unit for that cal endar year shall be |iable
for the paynent of an excess em ssions penalty, except where such
em ssions were authorized pursuant to section 110(f). That penalty
shal |l be cal cul ated on the basis of the nunber of tons emtted in
excess of the unit's emssions |imtation requirenent or, in the
case of sulfur dioxide, of the allowances the operator holds for
use for the unit for that year, nultiplied by $2,000. Any such
penalty shall be due and payable wthout demand to the
Adm nistrator as provided in regulations to be issued by the
Adm nistrator by no later than eighteen nonths after the date of
enactnent of the ean Air Act Amendnents of 1990. Any such paynent
shall be deposited in the United States Treasury pursuant to the
M scel | aneous Recei pts Act. Any penalty due and payabl e under this
section shall not dimnish the liability of the unit's owner or
operator for any fine, penalty or assessnent against the unit for
the sane violation under any other section of this Act.

"(b) EXCESS EM SSI ONS OFFSET. - The owner or operator of any
affected source that emts sul fur dioxide during any cal endar year
in excess of the unit's emssions limtation requirenment or of the
al l onances held for the unit for the cal endar year, shall be |iable
to offset the excess em ssions by an equal tonnage anobunt in the
foll owi ng cal endar year, or such |onger period as the Adm nistrator
may prescribe. The owner or operator of the source shall, within
sixty days after the end of the year in which the excess em ssions
occurred, submt to the Admnistrator, and to the State in which
the source is |located, a proposed plan to achieve the required
of fsets. Upon approval of the proposed plan by the Adm nistrator,
as submtted, nodified or conditioned, the plan shall be deened at
a condition of the operating permt for the unit wthout further
review or revision of the permt. The Adm nistrator shall also
deduct all owances equal to the excess tonnage fromthose all ocated
for the source for the cal endar year, or succeeding years during
whi ch offsets are required, followi ng the year in which the excess
em ssions occurred.

"(c) PENALTY  ADJUSTMENT. - The  Adm ni strator shal |, by
regul ation, adjust the penalty specified in subsection (a) for
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inflation, based on the Consuner Price Index, on the date of
enact ment and annual ly thereafter.

"(d) PROHIBITION.-It shall be unlawful for the owner or
operator of any source liable for a penalty and offset under this
section to fail (1) to pay the penalty under subsection (a), (2) to
provi de, and thereafter conply with, a conpliance plan as required
by subsection (b), or (3) to offset excess em ssions as required by
subsection (b).

"(e) SAVINGS PROVI SION. -Nothing in this title shall Iimt or
ot herwi se affect the application of section 113, 114, 120, or 304
except as otherwise explicitly provided in this title.

"SEC. 412. MONITORING, REPORTING, AND RECORDKEEPING REQUIREMENTS.

"(a) APPLICABILITY.-The owner and operator of any source
subject to this title shall be required to install and operate CENS
on each affected unit at the source, and to quality assure the data
for sul fur dioxide, nitrogen oxides, opacity and volunetric flow at
each such unit. The Adm nistrator shall, by regul ations issued not
| ater than eighteen nonths after enactnent of the Clean Air Act
Amendnents of 1990, specify the requirenents for CEMS, for any
alternative nonitoring system that is denonstrated as providing
information with the sane precision, reliability, accessibility,
and tineliness as that provided by CEMS, and for recordkeepi ng and
reporting of information from such systens. Such regul ati ons may
include limtations or the use of alternative conpliance nethods by
units equipped with an alternative nonitoring system as may be
necessary to preserve the orderly functioning of the allowance
system and which will ensure the em ssions reductions contenpl at ed
by this title. Wiere 2 or nore units utilize a single stack, a
separate CEMS shall not be required for each unit, and for such
units the regulations shall require that the owner or operator
collect sufficient information to permt reliable conpliance
determ nations for each such unit.

"(b) FIRST PHASE REQUI REMENTS.-Not l|ater than thirty-six
nont hs after enactnent of the dean Air Act Amendnents of 1990, the
owner or operator of each affected wunit wunder section 404,
including, but not limted to, units that beconme affected units
pursuant to subsections (b) and (c) and eligible units under
subsection (d), shall install and operate CEMS, quality assure the
data, and keep records and reports in accordance wth the
regul ati ons issued under subsection (a).

"(c) SECOND PHASE REQUI REMENTS. -Not |ater than January 1,
1995, the owner or operator of each affected unit that has not
previously net the requirenents of subsections (a) and (b) shal
install and operate CEMS, quality assure the data, and keep records
and reports in accordance with the regulations issued under
subsection (a). Upon comencenent of commrercial operation of each
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new utility unit, the unit shall conply with the requirenments of
subsection (a).

"(d) UNAVAI LABILITY OF EM SSI ONS DATA.-I1f CEMS data or data
froman alternative nonitoring system approved by the Adm nistrator
under subsection (a) is not available for any affected unit during
any period of a calendar year in which such data is required under
this title, and the owner or operator cannot provide information,
satisfactory to the Adm nistrator, on em ssions during that period,
the Adm nistrator shall deem the unit to be operating in an
uncontrol | ed manner during the entire period for which the data was
not avail able and shall, by regulation which shall be issued not
| ater than eighteen nonths after enactnent of the Cean Air Act
Amrendnents of 1990, prescribe neans to cal culate em ssions for that
period. The owner or operator shall be liable for excess em ssions
fees and offsets wunder section 411 in accordance wth such
regul ati ons. Any fee due and payabl e under this subsection shal
not dimnish the liability of the unit's owner or operator for any
fine, penalty, fee or assessnent against the unit for the sane
vi ol ati on under any other section of this Act.

"(e) PROHIBITION. -It shall be unlawful for the owner or
operator of any source subject to this title to operate a source
w thout conplying with the requirenments of this section, and any
regul ations inplenenting this section.

"SEC. 413. GENERAL COMPLIANCE WITH OTHER PROVISIONS.

"Except as expressly provided, conpliance wth the
requirenments of this title shall not exenpt or exclude the owner or
operator of any source subject to this title fromconpliance with
any ot her applicable requirenments of this Act.

"SEC. 414. ENFORCEMENT.

"It shall be unlawful for any person subject to this title to
violate any prohibition of, requirenent of, or regulation
promul gated pursuant to this title shall be a violation of this
Act. In addition to the other requirenments and prohibitions
provided for in this title, the operation of any affected unit to
emt sulfur dioxide in excess of allowances held for such unit
shall be deenmed a violation, with each ton emtted in excess of
al | omances held constituting a separate violation.

"SEC. 415. CLEAN COAL TECHNOLOGY REGULATORY INCENTIVES.
“(a) DEFINTION. -For purposes of this section, "clean coa
t echnol ogy' neans any technol ogy, including technol ogies applied at

t he preconbustion, conbustion, or post conbustion stage, at a new
or existing facility which will achieve significant reductions in
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air em ssions of sulfur dioxide or oxides of nitrogen associated
with the utilization of coal in the generation of electricity,
process steam or industrial products, which is not in w despread
use as of the date of enactnent of this title.

"(b) REVI SED REGULATIONS FOR CLEAN COAL  TECHNOLOGY
DEMONSTRATI ONS. -

"(1) APPLICABILITY.-This subsection applies to physi cal
or operational changes to existing facilities for the sole
purpose of installation, operation, cessation, or renoval of
a tenporary or permanent clean coal technol ogy denponstration
project. For the purposes of this section, a clean coal
t echnol ogy denonstration project shall nean a project using
funds appropriated wunder the heading ' Departnent of
Energy-Cd ean Coal Technology', up to a total anount of
$2, 500, 000, 000 for conmercial denonstration of clean coal
technol ogy, or simlar projects funded through appropriations
for the Environnental Protection Agency. The Federa
contribution for a qualifying project shall be at |east 20
percent of the total cost of the denonstration project.

"(2) TEMPORARY  PRQJECTS. -Install ati on, operation
cessation, or renoval of a tenporary clean coal technol ogy
denonstration project that is operated for a period of five
years or |ess, and which conplies wth the State
i npl enmentation plans for the State in which the project is
| ocated and other requirenents necessary to attain and
mai ntain the national anbient air quality standards during and
after the project is termnated, shall not subject such
facility to the requirenents of section 111 or part C or D of
title I.

"(3) PERVANENT PRQIECTS. -For permanent clean coa
t echnol ogy denonstration projects that constitute repowering
as defined in section 402(1) of this title, any qualifying
project shall not be subject to standards of perfornmance under
section 111 or to the review and permtting requirenments of
part C for any pollutant the potential em ssions of which wll
not increase as a result of the denonstration project.

"(4) EPA REGULATIONS.-Not later than 12 nonths after the
date of enactnent, the Admnistrator shall pronulgate
regul ations or interpretive rulings to revise requirenments
under section 111 and parts C and D, as appropriate, to
facilitate projects consistent in this subsection. Wth
respect to parts C and D, such regulations or rulings shal
apply to all areas in which EPAis the permtting authority.
In those instances in which the State is the permtting
authority under part C or D, any State nmay adopt and submt to
the Admnistrator for approval revisions to its inplenmentation
plan to apply the regulations or rulings pronul gated under
this subsection
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"(c) EXEMPTI ON FOR REACTI VATI ON OF VERY CLEAN UNI TS. - Physi ca
changes or changes in the nethod of operation associated wth the
commencenent of commercial operations by a coal-fired utility unit
after a period of discontinued operation shall not subject the unit
to the requirements of section 111 or part C of the Act where the
unit (1) has not been in operation for the two-year period prior to
the enactnment of the Clean Air Act Anmendnents of 1990, and the
em ssions fromsuch unit continue to be carried in the permtting
authority's emssions inventory at the tine of enactnent, (2) was
equi pped prior to shut-down with a continuous system of em ssions
control that achieves a renoval efficiency for sul fur dioxide of no
| ess than 85 percent and a renoval efficiency for particul ates of
no less than 98 percent, (3) is equipped with | ow NOX burners prior
to the time of commencenent, and (4) is otherwise in conpliance
with the requirenents of this Act.

"SEC. 416. CONTINGENCY GUARANTEE; AUCTIONS, RESERVE.

"(a) DEFI NI TIONS. - For purposes of this section-

"(1) The term 'independent power producer' neans any
person who owns or operates, in whole or in part, one or nore
new i ndependent power production facilities.

"(2) The term ' new i ndependent power production facility'
means a facility that-

"(A) is used for the generation of electric energy,
80 percent or nore of which is sold at whol esal e;

"(B) is nonrecourse project-financed (as such term
is defined by the Secretary of Energy within 3 nonths of
the date of the enactnent of the dean A r Act Amendnents
of 1990);

"(C) does not generate electric energy sold to any
affiliate (as defined in section 2(a)(11) of the Public
Uility Holding Conpany Act of 1935) of the facility's
owner or operator unless the owner or operator of the
facility denonstrates that it cannot obtain allowances
fromthe affiliate; and

"(D) is a new unit required to hold allowances
under this title.

"(3) The term ' 'required all owances' neans the all owances
required to operate such unit for so nuch of the unit's usefu
life as occurs after January 1, 2000.

"(b) SPECI AL RESERVE OF ALLOMNCES. -Wthin 36 nonths after the
date of the enactnent of the Cean Air Act Anendnents of 1990, the
Adm ni strator shall promul gate regul ati ons establishing a Speci al
Al | owmance Reserve containing allowances to be sold under this
section. For purposes of establishing the Special Allowance
Reserve, the Adm nistrator shall w thhol d-
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"(1) 2.8 percent of the allocation of allowances for each
year from 1995 t hrough 1999 inclusive; and
"(2) 2.8 percent of the basic Phase Il allowance
al l ocation of allowances for each year beginning in the year
2000
whi ch woul d (but for this subsection) be issued for each affected
unit at an affected source. The Adm nistrator shall record such
wi thholding for purposes of transferring the proceeds of the
al l omance sal es under this subsection. The all owances so w thheld
shal | be deposited in the Reserve under this section

"(c) DIRECT SALE AT $1,500 PER TON. -

"(1) SUBACCOUNT FOR DI RECT SALES.-In accordance wth
regul ations wunder this section, the Admnistrator shal
establish a Direct Sale Subaccount in the Special Allowance
Reserve established under this section. The Direct Sale
Subaccount shall contain allowances in the anount of 50,000
tons per year for each year beginning in the year 2000.

"(2) SALES. -Allowances in the subaccount shall be offered
for direct sale to any person at the tines and in the anounts
specified in table 1 at a price of $1,500 per allowance,
adjusted by the Consuner Price Index in the sanme nanner as
provided in paragraph (3). Requests to purchase allowances
fromthe Direct Sale Subaccount established under paragraph
(1) shall be approved in the order of receipt until no
al l omances remain in such subaccount, except that an
opportunity to purchase such all owances shall be provided to
t he i ndependent power producers referred to in this subsection
before such all owances are offered to any other person. Each
applicant shall be required to pay 50 percent of the tota
purchase price of the allowances within 6 nonths after the
approval of the request to purchase. The renai nder shall be
paid on or before the transfer of the all owances.
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"TABLE 1-NUMBER OF ALLOMNCES AVAI LABLE FOR SALE
AT $1,500 PER TON

Year of Sale Spot Sal e Advance

(sane year) Sal e
1993-1999 ... ... 25, 000
2000 and after ....... 25,000............... 25, 000

Al l owances sold in the spot sale in any year are allowances which may only be
used in that year (unless banked for use in a later year). Al lowances sold in the
advance sale in any year are allowances which may only be used in the 7th year
after the year in which they are first offered for sale (unless banked for use
inalater year).

"(3) ENTITLEMENT TO WRI TTEN GUARANTEE. - Any i ndependent power

producer that submts an application to the Admnistrator
establ i shing that such independent power producer-

"(A) proposes to construct a new i ndependent power
production facility for which allowances are required
under this title;
"(B) will apply for financing to construct such
facility after January 1, 1990, and before the date of
the first auction under this section;
"(C) has submtted to each owner or operator of an
affected unit listed in table A (in section 404) a
witten offer to purchase the required allowances for
$750 per ton; and
"(D) has not received (wthin 180 days after
submtting offers to purchase under subparagraph (C)) an
acceptance of the offer to purchase the required
al | onances,
shall, within 30 days after subm ssion of such application, be
entitled to receive the Admnistrator's witten guarantee
(subject to the eligibility requirenments set forth in
paragraph (4)) that such required allowances wll be made
avai lable for purchase from the D rect Sale Subaccount
establ i shed under this subsection and at a guaranteed price.
The guaranteed price at which such allowances shall be nade
avai l abl e for purchase shall be $1,500 per ton, adjusted by
t he percentage, if any, by which the Consuner Price |Index (as
determ ned under section 502(b)(3)(B)(v)) for the year in
whi ch the allowance is purchased exceeds the Consuner Price
| ndex for the cal endar year 1990.

"(4) ELIGABILITY REQU REMENTS. - The guarantee issued by
the Adm ni strator under paragraph (3) shall be subject to a
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denonstration by the independent power producer, satisfactory
to the Adm nistrator, that-
"(A) the independent power producer has-

"(i) made good faith efforts to purchase the
required all owances fromthe owners or operators of
affected wunits to which allowances wll be
al located, including efforts to purchase at annual
auctions under this section, and from industria
sources that have elected to becone affected units
pursuant to section 410; and

"(i1) such bids and efforts were unsuccessf ul
in obtaining the required all owances; and
"(B) the independent power producer w Il continue

to make good faith efforts to purchase the required

al l onances fromthe owners or operators of affected units
and fromindustrial sources.

"(5) | SSUANCE OF GUARANTEED ALLOWANCES FROM DI RECT SALE
SUBACCOUNT UNDER THI' S SECTI ON. - From t he al | owances avail abl e
in the Drect Sale Subaccount established wunder this
subsection, upon paynent of the guaranteed price, the
Adm ni strator shall issue to any person exercising the right
to purchase allowances pursuant to a guarantee under this
subsection the all owances covered by such guarantee. Persons
to which guarantees under this subsection have been issued
shal | have the opportunity to purchase all owances pursuant to
such guarantee from such subaccount before the all owances in
such reserve are offered for sale to any other person.

"(6) PROCEEDS. - Not wi t hst andi ng section 3302 of title 31
of the United States Code or any other provision of |law, the
Adm nistrator shall require that the proceeds of any sale
under this subsection be transferred, within 90 days after the
sale, without charge, on a pro rata basis to the owners or
operators of the affected units fromwhomthe all owances were
wi t hhel d under subsection (b) and that any unsold al |l owances
be transferred to the Subaccount for Auction Sal es established
under subsection (d). No proceeds of any sale under this
subsection shall be held by any officer or enployee of the
United States or treated for any purpose as revenue to the
United States or to the Adm nistrator.

"(7) TERM NATION OF SUBACCOUNT.-If the Adm nistrator
determ nes that, during any period of 2 consecutive cal endar
years, |less than 20 percent of the allowances available in the
subaccount for direct sales established under this subsection
have been purchased under this paragraph, the Adm nistrator
shall term nate the subaccount and transfer such allowances to
t he Auction Subaccount under subsection (d).

"(d) AUCTI ON SALES. -

"(1) SUBACCOUNT FOR AUCTIONS.-The Adm nistrator shall

establish an Auction Subaccount in the Special Reserve
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established under this section. The Auction Subaccount shal
contain allowances to be sold at auction under this section in
t he amount of 150,000 tons per year for each year from 1995
t hrough 1999, inclusive and 250,000 tons per year for each
year beginning in the cal endar year 2000.

"(2) ANNUAL AUCTI ONS. - Commencing in 1993 and in each year
thereafter, the Adm nistrator shall conduct auctions at which
the all owances referred to in paragraph (1) shall be offered
for sale in accordance with regulations promul gated by the
Adm nistrator, in consultation with the Secretary of the
Treasury, within 12 nonths of enactnent of the Clean Air Act
Amendnents of 1990. The all owances referred to in paragraph
(1) shall be offered for sale at auction in the anounts
specified in table 2. The auction shall be open to any person.
A person wishing to bid for such allowances shall submt (by
a date set by the Admnistrator) to the Admnistrator (on a
seal ed bid schedul e provided by the Admnnistrator) offers to
pur chase specified nunbers of allowances at specified prices.
Such regul ations shall specify that the auctioned all owances
shall be allocated and sold on the basis of bid price,
starting wwth the highest-priced bid and continuing until al
al l omances for sale at such auction have been all ocated. The
regul ations shall not permt that a m ninumprice be set for
t he purchase of w thheld all owances. Al owances purchased at
the auction may be used for any purpose and at any tine after
the auction, subject to the provisions of this title.

"Tabl e 2- Nunber of Al |l owances Avail able for Auction

Year of Sale Spot Auction (sane year) Advance Auction
(T

1993 ... .. 50,000* ................... 100, 000

1994 ... .. ... .. 50,000* ................... 100, 000

1995 ... .. ... ... 50,000* ................... 100, 000

1996 ............ 150,000 ........... .. ..., 100, 000

1997 ... ... 150,000 ........... .. ..., 100, 000

1998 ............ 150,000 .......... ... ..., 100, 000

1999 ............ 150,000 .......... ... ..., 100, 000

2000 and after... 100,000 .......... ... ... ... 100, 000

Al l owances sold in the spot sale in any year are allowances which may only be

used in that year (unless banked for use in a later year), except as otherw se noted
Al onances sold in the advance auction in any year are allowances which may only be used
in the 7th year after the year in which they are first offered for sale (unless banked
for use in a |later year)

*Avail abl e for use only in 1995 (unl ess banked for use in a later year).
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"(3) PROCEEDS. -(A) Notwi thstanding section 3302 of title

31 of the United States Code or any other provision of |aw,

within 90 days of receipt, the Adm nistrator shall transfer

the proceeds from the auction under this section, on a pro
rata basis, to the owners or operators of the affected units
at an affected source fromwhom al |l onances were w t hhel d under

subsection (b). No funds transferred from a purchaser to a

seller of allowances under this paragraph shall be held by any

of ficer or enployee of the United States or treated for any
pur pose as revenue to the United States or the Adm nistrator.

"(B) At the end of each year, any allowances offered for
sale but not sold at the auction shall be returned w thout
charge, on a pro rata basis, to the owner or operator of the
affected units from whose allocation the allowances were

wi t hhel d.

"(4) ADDI TI ONAL AUCTI ON PARTI Cl PANTS. - Any person hol di ng
al l omances or to whom allowances are allocated by the

Adm nistrator may submt those all owances to the Adm ni strator

to be offered for sale at auction under this subsection. The

proceeds of any such sale shall be transferred at the tine of
sal e by the purchaser to the person submtting such all owances
for sale. The hol der of allowances offered for sale under this
paragraph may specify a mninmum sale price. Any person nay
purchase al |l owances offered for auction under this paragraph.

Such al | onances shall be allocated and sold to purchasers on

the basis of bid price after the auction under paragraph (2)

is conplete. No funds transferred froma purchaser to a seller

of allowances under this paragraph shall be held by any
of ficer or enployee of the United States or treated for any
pur pose as revenue to the United States or the Adm nistrator.

"(5) RECORDI NG BY EPA. -The Adm nistrator shall record and
publicly report the nature, prices and results of each auction
under this subsection, including the prices of successful
bi ds, and shall record the transfers of allowances as a result
of each auction in accordance wth the requirenents of this
section. The transfer of allowances at such auction shall be
recorded in accordance with the regul ati ons pronul gated by the

Adm ni strator under this title.

"(e) CHANGES I N SALES, AUCTI ONS, AND W THHOLDI NG - Pur suant to
rul emaki ng after public notice and comment the Adm nistrator may at
any tinme after the year 1998 (in the case of advance sales or
advance auctions) and 2005 (in the case of spot sales or spot
auctions) decrease the nunber of allowances w thheld and sold under
this section.

"(f) TERM NATI ON OF AUCTI ONS. - The Adm nistrator may term nate
the wi thholding of allowances and the auction sales under this
section if the Adm nistrator determnes that, during any period of
3 consecutive cal endar years after 2002, |ess than 20 percent of
the allowances available in the auction subaccount have been
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purchased. Pursuant to regulations wunder this section, the
Adm ni strator may by del egation or contract provide for the conduct
of sales or auctions under the Adm nistrator's supervision by other
departnents or agencies of the United States Governnment or by
nongover nnent al agenci es, groups, or organizations."

SEC. 402. FOSSIL FUEL USE.

(a) CONTRACTS FOR HYDRCELECTRI C ENERGY. - Any person who, after
the date of the enactnent of the Cean Air Act Arendnents of 1990,
enters into a contract wunder which such person receives
hydroel ectric energy in return for the provision of electric energy
by such person shall use allowances held by such person as
necessary to satisfy such person's obligations under such contract.

(b) FEDERAL PONER MARKETI NG ADM NI STRATI ON. - A Federal Power
Mar keting Adm nistration shall not be subject to the provisions and
requirenents of this title with respect to electric energy
generated by hydroelectric facilities and nmarketed by such Power
Mar keting Adm nistration. Any person who sells or provides electric
energy to a Federal Power Marketing Adm nistration shall conply
with the provisions and requirenents of this title.

SEC. 403. REPEAL OF PERCENT REDUCTION.

(a) REPEAL.-Section 111(a)(1) of the Clean Air Act is
anmended to read as foll ows:

"(1) The term 'standard of performance' neans a
standard for em ssions of air pollutants which reflects
the degree of emssion limtation achi evabl e through the
application of the best system of em ssion reduction
which (taking into account the cost of achieving such
reduction and any nonair quality health and environnent al
inpact and energy requirenents) the Admnistrator
determ nes has been adequately denonstrated.”

(b) REVI SED REGULATI ONS. -Not later than three years after
the date of enactnment of the Gean Air Act Amendnents of 1990,
the Adm nistrator shall pronulgate revised regulations for
standards of performance for new fossil fuel fired electric
utility units comenci ng construction after the date on which
such regul ations are proposed that, at a mninmum require any
source subject to such revised standards to emt sulfur
dioxide at a rate not greater than would have resulted from
conpliance by such source with the applicable standards of
performance under this section prior to such revision.

(c) APPLI CABI LI TY.-The provisions of subsections (a) and
(b) apply only so long as the provisions of section 403(e) of
the Clean Air Act remain in effect.
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(d) BACT DETERM NATI ONS. - Section 169(3) of the Gean Air
Act is anended by inserting: ", clean fuels,"” after "including
fuel cleaning,”" and by adding the followwng at the end
t hereof: "Em ssions fromany source utilizing clean fuels, or
any other neans, to conply with this paragraph shall not be
all owed to increase above levels that woul d have been required
under this paragraph as it existed prior to enactnent of the
Clean Air Act Amendnents of 1990.".

SEC. 404. ACID DEPOSITION STANDARDS.

Not later than 36 nonths after the date of enactnent of this
Act, the Adm nistrator of the Environnmental Protection Agency shal
transmt to the Commttee on Environnent and Public Wrks of the
Senate and the Commttee on Energy and Commerce of the House of
Representatives a report on the feasibility and effectiveness of an
acid deposition standard or standards to protect sensitive and
critically sensitive aquatic and terrestrial resources. The study
required by this section shall include, but not be l[imted to,
consideration of the follow ng matters:

(1) identification of the sensitive and critically
sensitive aquatic and terrestrial resources in the United
St ates and Canada which may be affected by the deposition of
aci di ¢ conpounds;

(2) description of the nature and nunerical value of a
deposition standard or standards that would be sufficient to
protect such resources;

(3) description of the use of such standard or standards
in other Nations or by any of the several States in acid
deposition control prograns;

(4) description of the neasures that would need to be
taken to integrate such standard or standards with the control
programrequired by title IV of the Cean Air Act;

(5) description of the state of know edge with respect to
source-receptor relationshi ps necessary to develop a control
program on such standard or standards and the additional
research that is on-going or would be needed to make such a
control program feasible; and

(6) description of the inpedinments to inplenentation of
such control program and the cost-effectiveness of deposition
standards conpared to other control strategies including
anbient air quality standards, new source performance
standards and the requirenents of title IV of the Clean Ar
Act .
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SEC. 405. NATIONAL ACID LAKES REGISTRY.

The Adm ni strator of the Environnmental Protection Agency shal
create a National Acid Lakes Registry that shall list, to the
extent practical, all |akes that are known to be acidified due to
acid deposition, and shall publish such Iist within one year of the
enactment of this Act. Lakes shall be added to the registry as they
becone acidic or as data becones available to show they are acidic.
Lakes shall be deleted fromthe registry as they becone nonacidic.

SEC. 406. INDUSTRIAL SO2 EMISSIONS

(a) REPORT.-Not l|ater than January 1, 1995 and every 5 years
thereafter, the Admnistrator of the Environnental Protection
Agency shall transmt to the Congress a report containing an
inventory of national annual sulfur dioxide emssions from
i ndustrial sources (as defined in title IV of the Act), including
units subject to section 405(g)(6) of the Cean Air Act, for al
years for which data are available, as well as the likely trend in
such em ssions over the follow ng twenty-year period. The reports
shall also contain estimates of the actual em ssion reduction in
each year resulting from pronulgation of the diesel fue
desul furization regul ati ons under section 214.

(b) 5.60 MLLION TON CAP. - Whenever the inventory required by
this section indicates that sulfur dioxide emssions from
i ndustrial sources, including units subject to section 405(g)(5) of
the Clean Air Act, nmay reasonably be expected to reach |evels
greater than 5.60 mllion tons per year, the Adm nistrator of the
Envi ronnmental Protection Agency shall take such actions under the
Clean Air Act as may be appropriate to ensure that such em ssions
do not exceed 5.60 mllion tons per year. Such actions may include
the promul gati on of new and revised standards of performance for
new sources, including units subject to section 405(g)(5) of the
Clean Air Act, under section 111(b) of the Cean Air Act, as well
as pronul gati on of standards of performance for existing sources,
i ncluding units subject to section 405(g)(5) of the Cean Air Act,
under authority of this section. For an existing source regul ated
under this section, "standard of performance" neans a standard
which the Adm nistrator determnes is applicable to that source and
which reflects the degree of em ssion reduction achi evabl e through
the application of the best system of continuous em ssion reduction
which (taking into consideration the cost of achieving such
em ssion reduction, and any nonair quality health and environnental
i npact and energy requirenents) the Adm nistrator determ nes has
been adequately denonstrated for that category of sources.

(c) ELECTION. - Regul ati ons promnul gat ed under section 405(b) of
the Clean Air Act shall not prohibit a source from electing to
beconme an affected unit under section 410 of the Clean Air Act.
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SEC. 407. SENSE OF THE CONGRESS ON EMISSION REDUCTIONS COSTS.

It is the sense of the Congress that the Cean Ar Act
Amendnents of 1990, through the allowance program allocates the
costs of achieving the required reductions in em ssions of sulfur
di oxi de and oxi des of nitrogen anong sources in the United States.
Broad based taxes and em ssions fees that woul d provide for paynent
of the costs of achieving required em ssions reductions by any
party or parties other than the sources required to achieve the
reducti ons are undesirable.

SEC. 408. MONITOR ACID RAIN PROGRAM IN CANADA.

(a) REPORTS TO CONGRESS.-The  Adm nistrator of t he
Envi ronnment al Protection Agency, in consultation with the Secretary
of State, the Secretary of Energy, and other persons the
Adm ni strator deens appropriate, shall prepare and submt a report
to Congress on January 1, 1994, January 1, 1999, and January 1,
2005.

(b) CONTENTS. - The report to Congress shall analyze the current
em ssion |evels of sulfur dioxide and nitrogen oxides in each of
the provinces participating in Canada's acid rain control program
t he amount of em ssion reductions of sul fur dioxide and oxi des of
nitrogen achi eved by each province, the nmethods utilized by each
provi nce in making those reductions, the costs to each province and
t he enpl oynent inpacts in each province of making and mai ntai ni ng
t hose reducti ons.

(c) COWPLI ANCE. -Begi nning on January 1, 1999, the reports
shall al so assess the degree to which each province is conplying
wth its stated em ssions cap.

SEC. 409. REPORT ON CLEAN COAL TECHNOLOGIES EXPORT PROGRAMS.

The Secretary of Energy in consultation with the Secretary of
Conmer ce shall provide a report to the Congress within one year of
enactnment of this legislation which will identify, inventory and
anal yze clean coal technologies export programs within United
States Governnment agencies including the Departnents of State,
Commerce, and Energy and at the Export-Inport Bank and the Overseas
Private Investnent Corporation. The study shall address the
ef fectiveness of interagency coordination of export pronotion and
determne the feasibility of establishing an interagency conm ssion
for the purpose of pronoting the export and use of clean coa
t echnol ogi es.
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SEC. 410. ACID DEPOSITION RESEARCH BY THE UNITED STATES FISH AND
WILDLIFE SERVICE.

There are authorized to be appropriated to the United States
Fish and Wldlife Service of the Departnent of the Interior an
anount equal to $500,000 to fund research related to acid
deposition and the nonitoring of high altitude nountain |akes in
the Wnd Ri ver Reservation, Womng, to be conducted through the
Managenent Assistance Ofice of the United States Fish and Wldlife
Service |located in Lander, Wom ng and the University of Wom ng.

SEC. 411. STUDY OF BUFFERING AND NEUTRALIZING AGENTS.

There are authorized to be appropriated to the United States
Fish and Wldlife Service of the Departnent of the Interior an
anount equal to $250,000 to fund a study to be conducted in
conjunction with the University of Wom ng of the effectiveness of
various buffering and neutralizing agents used to restore | akes and
streans danaged by acid deposition.

SEC. 412. CONFORMING AMENDMENT.

Section 110(f)(1) of the dean Air Act is anended by inserting
"or of any requirenent under section 411 (concerning excess
em ssions penalties or offsets) of title IV of the Act" after
"inpl ementation plan".
SEC. 413. SPECIAL CLEAN COAL TECHNOLOGY PROJECT.

(a) DEMONSTRATION PRQIECT.-The Secretary of Energy shall,
subject to appropriation, as part of the Secretary's activities
wth respect to fossil energy research and devel opnent under the
Depart ment of Energy Organi zation Act (Public Law 95-91) consi der
funding at |east 50 percent of the cost of a denonstration project
to design, construct, and test a technology system for a cycl one
boiler that will serve as a nodel for sul fur dioxide and nitrogen
oxi de reduction technology at a conbustion unit required to neet
the em ssions reductions prescribed in this bill. The Secretary
shal | expedite approval and funding to enable such project to be
conpleted no later than January 1, 1995. The unit selected for
this project shall be in a utility plant that (1) is anong the top
10 emtters of sulfur dioxide as identified on Table A of section
404; (2) has 3 or nore units, 2 of which are cyclone boiler units;
and (3) has no existing scrubbers.

(b) AUTHORI ZATION. - There are authorized to be appropriated
such suns as may be necessary to carry out this section, to remain
avai |l abl e until expended.
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