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MEMORANDUM

SUBJECT: Interprétation of Reconstruction (40 CFR 60.15) : -

FROM: John B. Rasnic, Acting Director £uéi/éaf211544L,

Stationary Source Compliance Dividien
Office of Air Quality Planning and Standards

TO James T. Wilburn, Chief

Air Compliance Braach

[ L]

"This is in response to your September 12, 1986 memorandum
requesting the Stationary Source Compliance Division's (SSCD's)

. opinion of the Florida Electric Power Coordinating Group's (FCG's)
interpretation of the reconstruction regulation at 40 CFR 60.15,
FCG is proposing specific guidance on the items to be included
in the fixed capital cost of fossil-fuel~fired steam electric
plants.

Section 60.15 of the New Source Performance Standards (NSPS)
specifies that reconstruction occurs if the fixed capital cost
of the new components exceeds 50% of the fixed capital cost of
a comparable entirely new facility, and if it is technologically
and economically feasible for the facility to comply with the
applicable NSPS., As cited in FCG's summary., the December 16, -
1975 preamble to the reconstruction regulations defipes fixed
capital coést as the capital needed to provide all the depreciable
- components, including the costs of engineering, purchase and
installation of major process equipment, contractor fees, instru-
mentation, auxiliary facilities, buildings and structures. Costs
associated with the purchase and installation of air pollution
control eguipment are only included in the fixed capital cost
to the extent that the eguipment is required as part of the
manufacturing/operating process. When determining reconstruc—
tion costs, care should be exercised to include only those
costs associated with the reconstructed affected facility.
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In making the final determipation of whether the change in
gquestion constitutes reconstruction, the Administrator will
consider all technical and economic limitations the facility
may have in complying with NSPS. Points to be considered by .
the Administrator are listed at §60.15(f).

FCG has proposed a list of spécific ii;ms to be included

" ip the reconstruction costs for fossil-~fuel-fired steam electric

generating units. The list is composed of the accounting cate-
gories provided in the Federal Energy Regulatory Commission 18
CFR Part 101. 8SCD and the Emission Standards and Engineering
Division have reviewed this list and have determined that a
substantial number of the items are not appropriate for inclu-
sion in the cost analysis. Only the costs of items included
in, and activities associated with, the affected facility are'
to be included in the reconstruction costs. The affected
facility for fossil-fuel~fired steam electric plants consists
only of the steam generating unit as defined at 40 CFR 60.40a :
and §60.4la. The affected facility is more specifically described
at §60.41a in the proposed standards (Attachment A), and in
the July 1978 Background Information Document (Attachment B).

Section 60.41a(a) of the proposed standards for electric
utility steam generating units elaborates on the definition
of steam generating unit: "... A steam generating unit includes
the following systems: (1) Fuel combustion system (including
bunker, coal pulverizer, crusher, stoker, and fuel burners,
as applicable). (2) Combustion air system. (3) Steam generat—
ing system (firebox, boiler tubes, etc.). (4) Draft system
{(excluding the stack).® The affected facility then starts
at the coal .bunkers, and ends at the stack breeching.

The units which constitute the affected facility may
best be conveyed by the diagram in Attachment C, As the
diagram indicates, the following items are included in the
affected facility: boilers and equipment, breeching, draft
eguipment, lighting systems, oil-burning equipment, pulverized
fuel equipment, stoker or equivalent feeding equipment, and -

' pressure oil systems. The following equipment would only be .-
"included in reconstruction costs to the extent that they directly

service the boiler: foundations and structural steel, buildings,
ash handling equipment {generally only the discharge valves to
the ash hopper), boiler feed water system, coal handling and
storage equipment (only the coal bunker and pulverizer), instru-
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ments and devices, ventilating equipment, wood fuel eguipment
(wood chipper), c1rcu1ating pumps (just at the boiler), cooling
system, fire extinguishing systems, mechanical meters, plat-
forms, railings, steps, gratings, and steelwork. Likewise,
engineering, purchase cost, installation, and contractor fees
should be included only to the extent that they are associated
with reconstruction of affected process equipnrent (the steam
generating unit).

Many of the items included in FCG's proposed list arve
not part of the affected facility and should not, therefore,
be included in reconstruction costs. These items are as fol-
lows: land, site preparation, demolition, boiler plant cranes,
stacks, station piping, water purification eguipment, water~
supply systems, air cleaning and cooling apparatus, condensors,
generator hydrogen, cranes and hoists, excitation systems '
identified with the main generating units, foundations and
settings for turbogenerator, governors, lubricating systems,
main exhaust and main steam piping, throttle and inlet valve,
intake and discharge tunnels, turbogenerators, water screens, .
motors, and moisture separator for turbine steam. Auxiliary
boilers should also be excluded from reconstruction cost
calculations. 8SCD agrees with the Florida Department of
Environmental Regulation (DER) that the costs of land and
site preparation should not be included in reconstruction
costs, Land, site preparation, and demolition are not depre-~
ciable components as defined by fixed capital cost. Also,
land, unlike process equipment, is not a component of the
affected facility that need be or could be replaced.

In conveying our response to the Florida DER, please
emphasize that although our evaluation is based on very general
information, we recommend determination of reconstruction costs
on a case-by-case basis, rather than on the generic basis pro-—
posed. If you have any questions, please contact Sally M.
Farrell at FTS 382-2875.

Attachments . : L

ccs Jim Manning
Walt Stevensen
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QUESTION - AFPECTED DETRA- DISCUSSION
: REGULATION MIRATION
A-64 ¥emo (Ossias to Goodwing To the reconatruction 50.15 e $60.18% pormits only the 1imited pollcy of
- 9/24/01 provisions pemit

replacement costs to
be aggregated over
an indefinite peried
of time?

aggregating replacement costs stemming
from & singlé plamning decision,
Reconatruction is defined as the
replacement of camponents of an existing
facility to such an extent that "the fixed
capltal cost of the new comporents exceeds
50 percent of the fixed capital ocost that
vorrld be required to construct a
comparable entirvely new facility" and it
iz technically and economically feasible
to meal the WSPS. Sectlons 60.,15(d)-(f)
imply that ®new components" include only
those canponenta the owner proposes to
replaca.. Bince proposed replacements
cannot reasonably be interpreted to
inclide components replaced pursuvant to a
serlies of distinct past decisions,
aqgregating the cost of several
independent replacoment projects oompleted
over an inde€inite pericd is inconsistent
with §60.15,

Note: This superaedes determination
M—-S(d} ¢
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QI Datu of QUESTION ARFROTED DR~ . DISCUSSICR
Responsie RECUTATTON - MINATION
A3 §60.T5 peenlts only the Nimikted policy
).cdabo

2 of dgregating replacement ocsts
- gtemning  from what may be viewed .
obsjectively as a single plannleg
' decision. Reconstcuction is defined as
the replacement of oomponents of an
exfsting Facility o such an extent
that “the fixed capital cost of the new
ocomponents oxceads S0 percent of the
flxed capital oost that would be
cequired o constouct & comparable
entirely new facilley® and it is
technically and econamically feasibla
to meet the NSPS, Sections
66,15(Ad}-(f) Indicate that "new
conmponenta® inclole only those
components the ownee *proposes” to
ceplace. Slnce replacements nade
Pucsuant ko a serlea of distinct
declsions over an indefinite peciod of
time cannot ceasonably be Interpreted to
be part of a slngle *proposal®, unlimited
sqqregaklon of the cost of such
ceplacenients is Inconsistent with
$60,15. '

BBowever, there i8 no Indication
that EPA Intended to rely completely
on an cwner's snpjective view of which
ceplacements are part of a aingle
“propogal®. To swoid the anbiguities this
would create, EPA is oonzidering
interpreting "proposed” replacements to
include all that are comenced {but rot
necessarlly completed) within a e o tvo
yebae period, Until this is finalized, any

questions regarding this igsue should be
addcessed to DSSE.
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b) Would increaslng transformer - 60,14 Ho The transformer fa congldered an amitiary com-
capacity be a modification under 60.14{e} (2} ponent, not part of the affoeted facility. ,
NSPG? ) [ncreasing capacity, even If enissions increasa,
, would not-be consldered a modification undar
Sﬁo.lﬁ. In ﬂtﬂtiﬂh, wder _560. 1‘(9, (2] a3
0 averded (43 FR 34347}, an increase 1h tha produce
)] tion rata at an etisting facility will mot bo
8 considered a modificaticn if that increass can ba
o accarpl ished without a capital expenditure on the
ng ] facility. * .
f . o
e ¢} Should the cost of auxiliarvy - 60.15{b) bo Reconstruction refors only to the.veplacement of
o &quipnent be considerad when canponents of an existing facility, which does rot
jal making a reconstruction detewmi= . include auxiliary canponents,
ol nation? _ . .
) d) Are costs © be considersd . £0.15 . Yes .\llowlr'sg facilities o wplace canpononts one at a
cunulatively when makimg a . “tire, without subjecting the facility to RSPS,
. reconstruckion determination? ' would circumvent the intent of the regulations
' ard the Clean Alr Act. Tre reconstruction defini-
tion at §60,15 does rot comsider time limitations
o » for replacement camponents.
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DATE: 03/19/97 APPLICABILITY DETERMINATION INDEX =~ PAGEI
DOWNLOAD REPORT

ADI Category:  NSPS
Selection Criteria:

LETTERS with SWEITZER

Control Number: NR64
Title: NSPS STANDARDS FOR METAL COIL SURFACE COATING

Recipient: SWEITZER, TERRY A, IL EPA

Author: CZERNIAK, GEORGE T., AIR COMPLIANCE BRANCH REGION
Date: 07/11/90 -
EPA. Office/Region: Region 5

Comments:

Subparts:
A
T

References:
60.15
60.460
60.461

How is reconstruction defined?

Section 60.15 defines "reconstruction” as the replacernent of
components of an existing facility to such an extent that the
fixed capital costs of the new components exceeds 50 percent of
the fixed capital costs that would be required to construct 2
comparable entirely new facility. The facility in question
replaced the coater drives in 1986, the prime oven water quench
in 1989 and is in the process of replacing the prime oven and
prime coater. The source needs to provide the fixed capital

cost required to construct an entirely new prime coating line.
However, the equipment replaced is part of the "pritme coat
operation” as defined under 40 CFR 60.461, and it is EPA's
policy 10 aggregate replacement costs stenuning from what appears
to be a single planning decision.
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Control Number: NRO064
July 11 1990
Region 3

Terry A. Sweitzer, Manager

Perrnit Section

Division of Air Pollution Control

Ilinois Environmental Protection Agency
P.O. Box 19276

Springfield, Illinois 62794-9276

Dear Mr. Sweitzer:

This letter is in response to your June 21, 1990, request for
cuidance as to whether 2 prime coat operation has reconstructed
pursuant t0 40 C.F.R. §60.15, thereby subjecting them to the New P
Source Performance Standard (NSPS) requirements of 40 C.F.R.
Part 60 Subpart TT. (Standards of Performance for Metal Coil
Surface Coating). You also requested guidance as to how the
United States Environmental Protection Agency (U.S. EPA) would
aggregate the cost of periodic component replacement to
determine whether an owner or operator kad passed the 50 percent
reconsiruction threshold. The facility in question replaced the
coater drives in 1986, the prime oven water quench in 1989 and

is in the process of replacing the prime oven and prime coater.

Section 60.15 defines ®reconstruction® as the replacement of
components of an existing facility to such an extent that wthe
fixed capital cost of the new components exceeds 50 percent of
the fixed capital cost that would be required to construct a
comparable entirely new facility® if U.S. EPA determines that it
15 technologically and economically feasible to meet the
applicable NSPS.

At this time U.S. EPA, Region V, is unable to make a P
determination as to whether the facility passed the 50 percent

reconstruction threshold since the facility did not provide the

fixed capital cost that would be required to construct an

entirely new prime coating line. However, based on the

submitted information, U.S. EPA, Region V, believes that the

facility has reconstructed the prime coating line through the
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replacement of the prime coater, coater drives, prime quench and
prime oven. The above mentioned equipment constitutes the
aprime coat operation® as defined under 40 CFR. §60.461.

On the quesnon of cost aggregation it is U.S. EPARs policy to
aggregate replacement costs stemming from what may be viewed

. objectively as a single planning decision. Otherwise, owners
and/or operators could evade the reconstruction provisions, by
continually replacing obsolete or worn out equipment. In the
case of Pre Finish Metals Incorporated, U_S. EPA, Region V,
believes that the replacement cost associated with the prime
coater, coater drives, prime quench and prime oven, should be
aggregated, because they stem from the decision to replace an
mefficient and worn out coating line.

If you have any questions or comments, please call Spiros
Bourgikos of my staff at (312) 886-6862.

Sincerely yours,

(signed)

George T. Czermiak, Chief
Compliance Section I

Air Compliance Branch (SAC-26-T)

I1D:4945628095
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