








* Sulfur Hexafluoride (SFe) is 23,900 times more powerful a greenhouse gas than carbon
dioxide, and has an atmospheric lifetime of 3,200 years. It has a number of uses including in
shock absorbers, car tires, electrical insulation, semiconductor manufacture, and the
magnesium industry.

A national greenhouse gas registry is a major development in U.S. climate change policy because
it is the cornerstone of any policy to measure and reduce emissions. Before the individual
companies and/or the government can implement emission reduction policies, they first need to
have solid and reliable emissions data. Otherwise, there would be no way to ensure that emission
sources are achieving reductions being sought. The U.S. EPA previously had no comprehensive
way to track emissions data at the individual facility or business level. Hopefully, a U.S. EPA
national registry will provide transparency and scientific support for future climate change
policies and programs at the national, regional, state, and local levels.

Obviously there is an ongoing debate which will continue for some time to come, and a
unanimous consensus on issues concerning climate change is far from reality. Absent unanimity,
there does appear to be a significant groundswell and a majority consensus appears to be
emerging much more quickly than one would have anticipated just two years ago. Politics aside,
one may argue that a comprehensive GHG inventory is not just good for the sake of policy; it
may be good for business as well. Experience with voluntary programs shows that when
companies measure their GHG emissions, they typically gain a better understanding of where the
emissions are coming from. Armed with this knowledge, managers can identify cost-effective,
even “no regrets” strategies for reducing their carbon emissions and improving their bottom line
by saving energy and associated costs.

EPA estimates that the cost to the private sector to comply with the reporting requirements
would be $115 million in the first year and $72 million in subsequent years. The estimated cost
for small businesses will be less than 1 percent of annual sales.

Endangerment Finding

On December 15, 2009, U.S. EPA published two distinct findings regarding greenhouse
gases (GHGs) under section 202(a) (control of motor vehicle emissions) of the Clean Air
Act (click here for the Federal Register notice).

* The EPA finds that the current and projected concentrations of six GHGs in the atmosphere
— carbon dioxide (CO,), methane (CHa), nitrous oxide (N,O), hydrofluorocarbons (HFCs),
perfluorocarbons (PFCs), and sulfur hexafluoride (SF¢) — threaten the public health and
welfare of current and future generations. This is referred to as the endangerment finding.

* The EPA further finds that the combined emissions of CO,, CHy4, N,O, and HFCs from new
motor vehicles and motor vehicle engines contribute to the atmospheric concentrations of
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these key greenhouse gases and hence to the threat of climate change. This is referred to as
the cause or contribute finding.

The EPA judges that the impacts to public health and welfare occurring within the U.S. alone
warrant the endangerment finding. These findings do not in and of themselves impose any
requirements on industry or other entities. It does, however, allow EPA to finalize the GHG
emission standards for light-duty vehicles proposed jointly with the Department of
Transportation’s Corporate Average Fuel Economy (CAFE) standards on September 15, 2009
(see below). In particular, these findings do not trigger GHG-related requirements under the
Prevention of Significant Deterioration (PSD) or Title V operating permit programs.
Finalization of the GHG/CAFE standards for motor vehicles, proposed on September 15, 2009,
would trigger these programs. EPA proposed a PSD and Title V GHG Tailoring Rule on
September 30, 2009 (see below) to address this issue.

Some environmental groups are expected to use the endangerment finding to petition EPA to set
National Ambient Air Quality Standards (NAAQS) for CO, and other GHGs. While this
approach is strongly opposed by EPA and other mainline environmental groups as “not
advisable and not legally required,” litigation on this issue can be expected.

U.S. EPA and NHTSA Proposal to Reduce GHG Emissions from Light-Duty Vehicles

On September 28, 2009, the U.S. EPA and the National Highway Traffic Safety Administration
(NHTSA) published a proposed rule regarding new fuel economy standards that will reduce
GHG emissions and improve fuel economy (click here for the Federal Register notice).

The proposal would require cars and light trucks sold in model year 2016 to achieve an average
of 35.5 miles per gallon. It also would impose a national average carbon dioxide emissions
standard of 250 grams per mile.

According to the White House, the standards would reduce carbon dioxide emissions from cars
and light trucks by 21 percent in 2030 and would be the equivalent of taking 42 million cars out
of use.

Final promulgation of this rule, expected in Spring 2010, would make GHG’s a regulated
pollutant under the CAA and thus subject to PSD and Title V permitting (see following article).

PSD and Title V Tailoring Rule

On October 27, 2009, EPA proposed a new rule requiring large new or modified facilities to
obtain permits under the PSD program demonstrating they will use best practices and
technologies to minimize GHG emissions (click here for the Federal Register notice). New
sources that would emit more than 25,000 tons per year (tons/yr) of CO, and modified major
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GHG sources that would have a net CO,e increase of 10,000 to 25,000 tons/yr would be subject
to these new PSD requirements.

Existing sources with a potential to emit more than 25,000 tons/yr of CO,e would be required to
obtain or revise their permits under the Title V operating permits program. Since there are
generally no GHG emission control requirements, affected Title V sources would not need to
immediately revise their permits. At the end of a 5-year period when the operating permit must
be renewed, these facilities would be required to include estimates of their GHG emissions in
their permit applications. Facilities may use the same data reported to EPA under the Mandatory
Reporting Rule to fulfill this requirement.

Under the proposed emissions thresholds, EPA estimates that 400 new sources and modifications
would be subject to PSD review each year for GHG emissions. Less than 100 of these would be
newly subject to PSD. In total, approximately 14,000 large sources would need to obtain
operating permits for GHG emissions under the operating permits program. About 3,000 of these
sources would be newly subject to CAA operating permit requirements as a result of this action.
The majority of these sources are expected to be municipal solid waste landfills.

These new requirements will take effect immediately upon promulgation of the final rule.

For additional information, please contact Tom Robertson P.E. or Kent Berry at (800) 229-5299
or Bob McCullough, VP Marketing, or Laurie Buckman, Marketing Manager, at (800) 229-7495.
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