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State’s performance in implementing
and enforcing the act is performed.

(b) Within 60 days after comment is
due from each State grantee on the
evaluation report required by § 35.538 of
this chapter, the Regional Adminis-
trator shall incorporate or include any
comments, as appropriate, and publish
notice of availability of the evaluation
report in the FEDERAL REGISTER.
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SOURCE: 50 FR 6448, Feb. 15, 1985, unless
otherwise noted.

Subpart A—General
§ 57.101 Purpose and scope.

(a) Applicability of the regulations. The
regulations in subparts A through H
govern:

(1) The eligibility of smelters for a
Primary Nonferrous Smelter Order
(NSO) under section 119 of the Clean
Air Act;

(2) The procedures through which an
NSO can be approved or issued by EPA;
and

(3) The minimum contents of each
NSO required for EPA issuance or ap-
proval under section 119. Subpart I et
seq., will contain NSOs in effect for in-
dividual smelters.

(b) State authority to adopt more strin-
gent requrements. Nothing in this part
shall preclude a State from imposing
more stringent requirements, as pro-
vided by section 116 of the Clean Air
Act.

§ 57.102 Eligibility.
(a) A primary copper, lead, zinc, mo-

lybdenum, or other nonferrous smelter
is eligible for an NSO if it meets the
following conditions:

(1) The smelter was in existence and
operating on August 7, 1977;

(2) The smelter is subject to an ap-
proved or promulgated sulfur dioxide
(SO2) State Implementation Plan (SIP)
emission limitation which is adequate
to ensure that National Ambient Air
Quality Standards (NAAQS) for SO2 are
achieved without the use of any unau-
thorized dispersion techniques; and

(3) The Administrator determines,
based on a showing by the smelter
owner, that no means of emission limi-
tation applicable to the smelter which
would enable it to comply with its SIP
stack emission limitation for SO2 has
been adequately demonstrated to be
reasonably available (taking into ac-
count the cost of compliance, nonair
quality health and environmental im-
pact, and energy considerations) in ac-
cordance with § 57.201(d)(1).

(b) For the purposes of these regula-
tions:

(1) The following means of emission
limitation shall be considered ade-

quately demonstrated for nonferrous
smelters. (Taking into account nonair
quality health and environmental im-
pact and energy considerations, but
not the cost of compliance).

(i) Retrofit control technologies.
(A) Sulfuric acid plant in conjunction

with an adequately demonstrated re-
placement technology or process modi-
fication;

(B) Magnesium oxide (concentration)
scrubbing;

(C) Lime/limestone scrubbing; and
(D) Ammonia scrubbing.
(ii) Replacement or process modifica-

tions.
(A) Flash smelting;
(B) Oxygen enrichment;
(C) Supplemental sulfur burning in

conjunction with acid plant;
(D) Electric Furnace;
(E) Noranda process;
(F) Fluid bed roaster;
(G) Continuous smelting (Mitsubishi)

process; and
(H) Strong stream/weak stream gas

blending.
(2) Each adequately demonstrated

means of emission limitation which
would enable a smelter to comply with
its SIP emission limitation for SO2

shall be considered applicable to the
smelter unless the smelter operator
demonstrates that the use of a par-
ticular system at that smelter is tech-
nically unreasonable, for reasons spe-
cific to that site.

(3) An applicable means of emission
limitation which would enable a smelt-
er to comply with its SIP emission lim-
itation for SO2 shall be considered ade-
quately demonstrated to be reasonably
available to the smelter (taking into
account the cost of compliance) if the
information submitted under
§§ 57.107(a) and 57.203(b) (plus any nec-
essary supplemental information)
shows, according to the criteria, proce-
dures, and tests contained in appendix
A to this part and in accordance with
§ 57.201(d)(1), that both of the following
two tests are met.

(i) The rate of return test. The present
value of the smelter’s future net cash
flow (during and after investment in
constant control technology) is more
than book value of the smelter’s net in-
vestment in constant dollars.
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(ii) The profit protection test. The con-
stant control technology expenditure
reduces the present value of the smelt-
er’s forecast pretax profits by less than
50%.

(c) When applying for an NSO, a
smelter must establish, for purposes of
applying the financial eligibility tests,
which adequately demonstrated con-
stant control technology applicable to
that smelter is the most economically
feasible for use at that smelter.

[50 FR 6448, Feb. 15, 1985, as amended at 51
FR 10211, Mar. 25, 1986]

§ 57.103 Definitions.
(a) The Act means the Clean Air Act,

as amended.
(b) Active use refers to an SO2 con-

stant control system installed at a
smelter before August 7, 1977 and not
totally removed from regular service
by that date.

(c) Adequate SO2 emission limitation
means a SIP emission limitation which
was approved or promulgated by EPA
as adequate to attain and maintain the
NAAQS in the areas affected by the
stack emissions without the use of any
unauthorized dispersion technique.

(d) Administrative Law Judge means an
administrative law judge appointed
under 5 U.S.C. 3105 (see also 5 CFR part
930, as amended by 37 FR 16787), and is
synonymous with the term ‘‘Hearing
Examiner’’ as formerly used in Title 5
of the U.S. Code.

(e) The Administrator means the Ad-
ministrator of the U.S. Environmental
Protection Agency, or the Administra-
tor’s authorized representative.

(f) Ambient air shall have the meaning
given by 40 CFR 50.1(e), as that defini-
tion appears upon promulgation of this
subpart, or as hereafter amended.

(g) Ambient air quality refers only to
concentrations of sulfur dioxide in the
ambient air, unless otherwise specified.

(h) An approved measure refers to one
contained in an NSO which is in effect.

(i) Assistant Administrator for Air and
Radiation means the Assistant Admin-
istrator for Air and Radiation of the
U.S. Environmental Protection Agen-
cy.

(j) Constant controls, control tech-
nology, and continuous emission reduc-
tion technology mean systems which
limit the quantity, rate, or concentra-

tion, excluding the use of dilution, and
emissions of air pollutants on a contin-
uous basis.

(k) Effective date of an NSO means the
effective date listed in the FEDERAL
REGISTER publication of EPA’s
issuance or approval of an NSO.

(l) EPA and the Agency means the Ad-
ministrator of the U.S. Environmental
Protection Agency, or the Administra-
tor’s authorized representative.

(m) Fugitive emissions means any air
pollutants emitted to the atmosphere
other than from a stack.

(n) Issuance of an NSO means the
final transmittal of the NSO pursuant
to § 57.107(a) by an issuing agency
(other than EPA) to EPA for approval,
or the publication of an NSO issued by
EPA in the FEDERAL REGISTER.

(o) Issuing agency, unless otherwise
specifically indicated, means the State
or local air pollution control agency to
which a smelter’s owner has applied for
an NSO, or which has issued the NSO,
or EPA, when the NSO application has
been made to EPA. Any showings or
demonstrations required to be made
under this part to the issuing agency,
when not EPA, are subject to inde-
pendent determinations by EPA.

(p) Malfunction means any unantici-
pated and unavoidable failure of air
pollution control equipment or process
equipment or of a process to operate in
a normal or usual manner. Failures
that are caused entirely or in part by
poor design, poor maintenance, care-
less operation, or any other prevent-
able upset condition or preventable
equipment breakdown shall not be con-
sidered malfunctions. A malfunction
exists only for the minimum time nec-
essary to implement corrective meas-
ures.

(q) Maximum production capacity
means either the maximum dem-
onstrated rate at which a smelter has
produced its principal metallic final
product under the process equipment
configuration and operating procedures
prevailing on or before August 7, 1977,
or a rate which the smelter is able to
demonstrate by calculation is attain-
able with process equipment existing
on August 7, 1977. The rate may be ex-
pressed as a concentrate feed rate to
the smelter.
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(r) NAAQS and National Ambient Air
Quality Standards, unless otherwise
specified, refer only to the National
Primary and Secondary Ambient Air
Quality Standards for sulfur dioxide.

(s) Scheduled maintenance means any
periodic procedure, necessary to main-
tain the integrity or reliability of
emissions control performance, which
can be anticipated and scheduled in ad-
vance. In sulfuric acid plants, it in-
cludes among other items the screen-
ing or replacement of catalyst, the re-
tubing of heat exchangers, and the rou-
tine repair and cleaning of gas han-
dling/cleaning equipment.

(t) Smelter owner and operator means
the owner or operator of the smelter,
without distinction.

(u) Supplementary control system (SCS)
means any technique for limiting the
concentration of a pollutant in the am-
bient air by varying the emissions of
that pollutant according to atmos-
pheric conditions. For the purposes of
this part, the term supplementary con-
trol system does not include any dis-
persion technique based solely on the
use of a stack the height of which ex-
ceeds good engineering practice (as de-
termined under regulations imple-
menting section 123 of the Act).

(v) Unauthorized dispersion technique
refers to any dispersion technique
which, under section 123 of the Act and
the regulations promulgated pursuant
to that section, may not be used to re-
duce the degree of emission limitation
otherwise required in the applicable
SIP.

(w) Unless otherwise specified in this
part, all terms shall have the same
meaning given them by the Act.

[50 FR 6448, Feb. 15, 1985, as amended at 57
FR 5328, Feb. 13, 1992]

§ 57.104 Amendment of the NSO.
An NSO shall be amended whenever

necessary for compliance with the re-
quirements and purposes of this part.

(a)(1) Issuance of amendment. A State
or local issuing agency may issue an
amendment of any NSO it has issued.
Any amendment issued by a State or
local issuing agency shall be subject to
approval by EPA to the same extent as
was the original NSO. Any smelter
owner may apply to the agency which
originally issued its NSO for an amend-

ment of the NSO at any time. Such an
application shall be accompanied by
whatever documentation is required by
that agency (or EPA) to support the re-
quested amendment.

(2)(i) Notwithstanding the require-
ments of paragraph (a)(1) of this sec-
tion, amendments to SIP compliance
schedule interim compliance dates in
State-issued NSO’s need not be sub-
mitted for EPA approval if the amend-
ment does not delay the interim date
by more than three months from the
date as approved by the Administrator
and if the final compliance date is un-
changed. Delays longer than 3 months
shall be handled according to the provi-
sions of § 57.104(a)(1).

(ii) Changes made in accordance with
this subparagraph may be effective im-
mediately but must be submitted to
EPA within seven days. EPA will give
public notice of receipt of such changes
by publication of a Notice in the FED-
ERAL REGISTER.

(3) In any case in which the issuing
agency fails to issue an amendment
necessary for compliance with the re-
quirements and purposes of this part,
EPA may, after first giving the issuing
Agency notice, issue such amendment.

(b) Revision of SCS Manual. Operation
in accordance with the revised provi-
sions of an SCS operational manual
(see § 57.402(e)) shall not be considered a
violation of an NSO while the applica-
tion for approval of those revisions as
NSO amendments is pending before the
issuing agency (or EPA) for approval:
Provided, that:

(1) No violations of NAAQS occur in
the smelter’s Designated Liability
Area during that time; and

(2) The smelter operator has not been
informed by the issuing agency or EPA
that its application is not adequately
documented, unless such deficiency has
been remedied promptly.

(c) Notice and opportunity for hearing.
Notice and opportunity for public hear-
ing shall be provided before issuance of
all major amendments.

§ 57.105 Submittal of required plans,
proposals, and reports.

(a) The failure of a smelter owner to
submit any plan, report, document or
proposal as required by its NSO or by

VerDate 11<MAY>2000 12:35 Aug 16, 2000 Jkt 190140 PO 00000 Frm 00134 Fmt 8010 Sfmt 8010 Y:\SGML\190140T.XXX pfrm08 PsN: 190140T



135

Environmental Protection Agency § 57.111

this part shall constitute a violation of
its NSO.

(b) If the Administrator determines
that a nonferrous smelter is in viola-
tion of a requirement contained in an
NSO approved under these regulations,
the Administrator shall, as provided by
section 119(f) of the Act:

(1) Enforce such requirement under
section 113 (a), (b), or (c) of the Act;

(2) Revoke the order after notice and
opportunity for hearing;

(3) Give notice of noncompliance and
commence action under section 120 of
the act; or

(4) Take any appropriate combina-
tions of these actions.

(c) Under section 304 of the Act, any
person may commence a civil action
against an owner or operator of a
smelter which is alleged to be in viola-
tion or any order approved under this
part.

§ 57.106 Expiration date.
Each NSO shall state its expiration

date. No NSO issued under this regula-
tion shall expire later than January 1,
1988.

§ 57.107 The State or local agency’s
transmittal to EPA.

(a) Content and bases of the State or
local agency’s NSO. Issuance of an NSO
by a State or local agency shall be
completed by the issuing agency’s
transmittal to the appropriate EPA
Regional Office of:

(1) The text of the NSO;
(2) The application submitted by the

smelter owner, except for appendix A
to this part, all correspondence be-
tween the issuing agency and the appli-
cant relating to the NSO, and any ma-
terial submitted in support of the ap-
plication;

(3) A concise statement of the State
or local agency’s findings and their
bases; and

(4) All documentation or analyses
prepared by or for the issuing agency
in support of the NSO.

(b) The State or local agency’s enforce-
ment plan. The transmittal under para-
graph (a) of this section shall be ac-
companied by a description of the
issuing agency’s plans for monitoring
compliance with and enforcement of
the NSO. The transmittal shall also in-

clude a description of the resources
which will be used to implement those
plans. If the enforcement plans appear
inadequate, EPA may require that the
NSO be modified such that the NSO
will be adequately enforced.

§ 57.108 Comparable existing SIP pro-
visions.

Notwithstanding any other provision
of this part, an NSO may contain pro-
visions to which the affected smelter is
subject under the applicable EPA-ap-
proved State Implementation Plan
(SIP) for sulfur dioxide in lieu of the
corresponding provisions which would
otherwise be required under this part if
the Administrator determines that
those SIP provisions are substantially
equivalent to the corresponding NSO
provisions which would otherwise be
required, and if the Administrator de-
termines that the smelter is in sub-
stantial compliance with those SIP
provisions. For the purposes of this
section, provisions to which the af-
fected smelter is subject under the ap-
plicable EPA-approved State Imple-
mentation Plan are those which be-
came effective before the smelter
owner applied for the NSO.

§ 57.109 Maintenance of pay.
The Administrator will not approve

or issue an NSO for any smelter unless
he has approved or promulgated SIP
provisions which are applicable to the
smelter and which satisfy the require-
ments of section 110(a)(6) of the Clean
Air Act.

§ 57.110 Reimbursement of State or
local agency.

As a condition of issuing an NSO, any
issuing agency may require the smelter
operator to pay a fee to the State or
local agency sufficient to defray the
issuing agency’s expenses in issuing
and enforcing the NSO.

§ 57.111 Severability of provisions.
The provisions promulgated in this

part and the various applications
thereof are distinct and severable. If
any provision of this part or the appli-
cation thereof to any person or cir-
cumstances is held invalid, such inva-
lidity shall not affect other provisions,
or the application of such provisions to
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other persons or circumstances, which
can be given effect without the invalid
provision of application.

Subpart B—The Application and
the NSO Process

§ 57.201 Where to apply.
Any eligible smelter may apply for

an NSO to the appropriate EPA Re-
gional Office or to the appropriate
State or local air pollution control
agency.

(a) When application is made to EPA,
all parts of the application required to
be submitted under this subpart shall
be sent directly to the Director, Sta-
tionary Source Compliance Division
(EN–341), U.S. Environmental Protec-
tion Agency, 401 M Street SW., Wash-
ington, DC 20460, Attention: Confiden-
tial Information Unit. In addition, the
smelter owner shall send a copy of the
application, except that part required
to be submitted under § 57.203(b) (eligi-
bility), directly to the appropriate EPA
Regional Office.

(b) When application is made to the
appropriate State or local agency, the
smelter owner shall submit one com-
plete copy of all parts of the applica-
tion required to be submitted under
this subpart to that agency, in addition
to the application requirements con-
tained in paragraph (a) of this section.
If the smelter owner is requesting an
advance eligibility determination pur-
suant to § 57.203(b), such request must
be made in writing and shall accom-
pany the copy of the application being
sent to the Director of the Stationary
Source Compliance Division of the En-
vironmental Protection Agency.

(c) If the smelter owner is requesting
a waiver of the interim constant con-
trol requirement of § 57.301, such re-
quest must be sent directly to the Di-
rector, Stationary Source Compliance
Division, at the time of application, in
accordance with § 57.802.

(d) The NSO Process. (1) A smelter de-
siring an NSO shall apply for an NSO
by submitting an application under
subpart B including the financial infor-
mation required in appendix A and in-
cluding the information necessary to
make the determinations required by
this subparagraph and § 57.201(d)(2). The
issuing agency shall analyze the finan-

cial information according to the fi-
nancial eligibility test prescribed by
subpart A and described in appendix A.
The issuing Agency shall then deter-
mine whether the smelter is able to
comply with its SIP on or before the
date required in the SIP by installing
adequately demonstrated technology
which is reasonably available. See also
§ 57.102(a)(3). If the test demonstrates
that adequately demonstrated tech-
nology is not reasonably available to
the smelter to allow it to comply with
the SIP by the required compliance
date, the smelter is eligible for an NSO.

(2)(i) If the smelter is determined to
be eligible for an NSO under paragraph
(d)(1) of this section, the issuing Agen-
cy shall apply the appendix A financial
eligibility tests again before issuing an
NSO in order to determine if the smelt-
er can comply with its SIP require-
ments on or before January 1, 1988 by
installing adequately demonstrated
technology which is reasonably avail-
able.

(ii) If application of the tests shows
that the smelter could comply by or
before January 1, 1988, the issuing
agency shall notify the smelter of this
determination, and shall not issue an
NSO to the smelter unless the NSO
contains a SIP compliance schedule
meeting the requirements of § 57.705.
Such a compliance schedule must pro-
vide for compliance with the smelter’s
SO2 SIP as expeditiously as practicable
and in no case later than January 1,
1988. A smelter must submit to the
issuing agency information necessary
to determine a compliance schedule
meeting the requirements of § 57.705.
This information shall be submitted by
a smelter within thirty days after the
smelter is notified by the issuing agen-
cy that a SIP compliance schedule is
required. The Administrator may con-
sider an NSO application to be with-
drawn for SIP enforcement purposes if
a smelter fails to submit such informa-
tion within the time required under
this paragraph.

(iii) If no adequately demonstrated
technology is found to be reasonably
available to enable a smelter to comply
by January 1, 1988, it would be excused
from the compliance schedule require-
ment in § 57.201(d)(2)(ii), but it would be
subject to reevaluation of its ability to
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comply by that date at any time dur-
ing the term of the NSO. (See
§ 57.201(d)(3)).

(3) At any time during the term of an
NSO which does not contain a SIP
compliance schedule, EPA or the
issuing agency may reevaluate the
availability of technology to the smelt-
er. If EPA or the issuing agency deter-
mines that adequately demonstrated
technology is reasonably available to
permit the smelter to comply with its
SIP by or before January 1, 1988, the
NSO shall be amended within 3 months
time after such determination. The
amendment shall require compliance
with all SIP requirements by or before
January 1, 1988, and shall include a
compliance schedule meeting the re-
quirements of § 57.705. The determina-
tion that adequately demonstrated
technology is reasonably available
shall be made by reapplying the same
appendix A financial eligibility tests
required by subpart B, updated by eco-
nomic data reflecting current oper-
ating conditions and currently dem-
onstrated control technology. Any
such determination and amendment
shall be governed by the provisions of
this part and section 119 of the Clean
Air Act.

(4) Notice and opportunity for public
hearing in accordance with section 119
of the Clean Air Act must be provided
before issuance of any NSO.

(e) A smelter that does not have any
constant SO2 controls or whose exist-
ing constant SO2 controls when in full
operation and optimally maintained
are not sufficient to treat all strong
SO2 streams may apply for a waiver of
the requirements of subpart C to in-
stall interim constant controls by sub-
mitting an application under subpart
H. A waiver may be granted only with
respect to the requirement to elimi-
nate bypass of constant controls
through the installation of new con-
stant control equipment, not with re-
spect to the requirements for optimum
maintenance and operation of existing
equipment. EPA shall then determine
the smelter’s ability to afford installa-
tion of the required additional interim
constant SO2 control equipment at the
smelter based on financial eligibility
information analyzed according to the
financial test prescribed in appendix A.

A waiver of the requirement for addi-
tional interim constant controls will
be granted if EPA determines in ac-
cordance with the procedures of sub-
part H that imposition of this require-
ment would necessitate closure of the
smelter for at least one year.

§ 57.202 How to apply.

(a) Letter of intent. To initiate an ap-
plication for an NSO, the owner or op-
erator of a smelter shall send a letter
of intent to an appropriate air pollu-
tion control agency. The letter of in-
tent shall contain a statement of the
owner’s intent to apply for an NSO, and
an agreement to provide any informa-
tion required under this part. The let-
ter of intent shall be signed by a cor-
porate official authorized to make such
commitments. Upon receipt of any let-
ter of intent by the issuing agency, the
SIP emission limitation for sulfur di-
oxide, as to that applicant, shall be
deemed suspended for 60 days. The 60
day suspension may be extended for
good cause at the discretion of the Ad-
ministrator.

(b) Complete application. (1) Within
the period referred to in paragraph (a)
of this section, the smelter owner shall
submit its completed application pur-
suant to § 57.201. Receipt of all parts of
a substantially complete application
postmarked within the original or ex-
tended application period shall be
deemed to continue the suspension of
the SIP emission limitation for SO2

until the issuing agency issues or de-
clines to issue an NSO. This suspension
shall in all cases terminate, however,
90 days after receipt of the substan-
tially completed application, unless ex-
tended for good cause at the discretion
of the Administrator. If, in the Admin-
istrator’s judgment, good faith effort
has been made to submit a complete
application, additional time may be
granted to allow for correction of
minor deficiencies.

(2) If an issuing agency transmits an
NSO to EPA for approval before the ex-
piration of the suspension of the Fed-
eral SIP emission limitation, the sus-
pension shall continue until EPA ap-
proves or disapproves the NSO.
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§ 57.203 Contents of the application.
(a) Claim of confidentiality. The smelt-

er owner may make a business con-
fidentiality claim covering all or part
of the information in the NSO applica-
tion in accordance with 40 CFR part 2,
subpart B (41 FR 36906 et seq., Sept. 1,
1976 as amended by 43 FR 39997 et seq.,
Sept. 8, 1978). A claim is effective only
if it is made at the time the material is
submitted to the issuing agency or
EPA. A claim shall be made by attach-
ing to the information a notice of con-
fidentiality. Information claimed as
confidential will be handled by EPA
under the provisions of 40 CFR part 2,
subpart B. If no claim accompanies the
information, it may be made available
to the public without further notice.

(b) Each smelter owner shall make
the showing required by § 57.102(a)(3) by
completing and submitting appendix A
to this part and any necessary supple-
mental information to the issuing
agency as a part of its application.
Each smelter shall also submit as part
of its application the information
which, in conjunction with the infor-
mation required by appendix A, is nec-
essary for the issuing agency to make
the determination required by
§ 57.201(d)(2). Any smelter owner or
State may, at its option, simulta-
neously submit this material to EPA
for an advance eligibility determina-
tion.

(c) Current operating information. A
complete NSO application shall also
contain the following information:

(1) A process flow diagram of the
smelter, including current process and
instrumentation diagrams for all proc-
esses or equipment which may emit or
affect the emission of sulfur dioxide;
the characteristics of all gas streams
emitted from the smelter’s process
equipment (flow rates, temperature,
volumes, compositions, and variations
over time); and a list of all monitoring
data and strip charts, including all
data, charts, logs or sheets kept with
respect to the operation of any process
equipment which may emit or affect
the emission of sulfur dioxide;

(2) The smelter’s maximum daily pro-
duction capacity (as defined in
§ 57.103(r)), the operational rate (in
pounds of concentrate charged to the
smelting furnace per hour) of each

major piece of process equipment when
the smelter is operating at that capac-
ity; and the smelter’s average and max-
imum daily production rate for each
product, co-product, or by-product, by
year, for the past four years;

(3) The optimal conversion efficiency
(defined in terms of percent of total
SO2 removed from the input flow
stream) of any acid plant or other sul-
fur dioxide control system under the
normal process operating conditions
(excluding malfunctions) most condu-
cive to optimal conversion efficiency;

(4) The average conversion efficiency
of any acid plant or other sulfur diox-
ide control system during normal proc-
ess operations (excluding malfunc-
tions), by month, during the past four
years.

(5) The percent of the time the acid
plant or other control system was
available for service during each
month for the past four years, exclud-
ing downtime for scheduled mainte-
nance, and a full explanation of any
major or recurring problems with the
system during that time;

(6) The frequency and duration of
times during the past four years when
the SO2 system was unavailable be-
cause of scheduled maintenance of the
system;

(7) A description of all scheduled,
periodic, shutdowns of the smelter dur-
ing the past four years, including their
purpose, frequency and duration; and
the same information with respect to
unscheduled shutdowns;

(8) The gas volume, rates, and SO2

concentration which the control sys-
tem was actually designed to accom-
modate, taking into account any modi-
fications made after its installation;

(9) The average monthly sulfur bal-
ance across the process and control
equipment, including fugitive emis-
sions, for the past 4 years; and

(10) A description of engineering
techniques now in use at the smelter to
prevent the release of fugitive emis-
sions into the atmosphere at low ele-
vations.

(d) The smelter owner’s proposals. The
smelter owner shall submit as part of
its application, draft NSO provisions
which would implement the require-
ments of subparts C through G of this
part. The issuing agency may use these
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proposals as the basis for any NSO that
may be granted, or may modify these
proposals in any way it deems nec-
essary in order to comply with the re-
quirements of this part.

(e) A smelter may submit as part of
its application, information necessary
to determine any SIP compliance
schedule which might be required
under § 57.201(d)(2).

(f) Additional information. The smelter
owner shall designate in its application
a corporate officer responsible and au-
thorized to supply supplemental tech-
nical and economic information and
explanations as required by the issuing
agency during the formulation of the
NSO. Failure to supply such informa-
tion and explanations shall constitute
a failure to submit a complete applica-
tion.

(g) Request for a waiver of constant
controls. Any request for a waiver of
the requirement interim constant con-
trol of all strpmg streams of § 57.301
shall be made in accordance with
§ 57.802. The criteria and procedures for
granting the waiver are governed by
subpart H of this part.

(h) Unless a smelter applies for a
waiver in accordance with subpart H, a
smelter shall submit as part of its ap-
plication a proposed schedule for com-
pliance with the interim constant con-
trol requirements of subpart C which
satisfies the requirements of § 57.702.

§ 57.204 EPA action on second period
NSOs which have already been
issued.

(a) EPA may approve a second period
NSO issued by a State before the date
of publication of these regulations in
the FEDERAL REGISTER, without requir-
ing a complete reapplication under this
subpart and new State proceedings,
provided:

(1) The second period NSO was issued
by the State consistent with the proce-
dural requirements of section 119 of the
Clean Air Act;

(2) EPA can make a determination
that the smelter is eligible for a second
period NSO and whether the smelter
can comply with its SO2 SIP limits on
or before January 1, 1988 under the fi-
nancial eligibility tests in these regu-
lations on the basis of available infor-
mation and such supplementary infor-

mation as the Agency may request the
smelter to submit; and

(3) The provisions of the NSO are
consistent with the requirements of
these regulations.

(b) Should EPA require a smelter to
submit information before taking final
action on an NSO referred to in para-
graph (a), of this section, it shall speci-
fy a reasonable period for submission of
such information in light of the nature
of the information being required. The
duration of such period shall not ex-
ceed the period allowed for submission
of a complete application under § 57.202
(a) and (b).

(c) The Agency shall consider the SIP
emission limitation for SO2 to be sus-
pended with respect to a smelter which
received an NSO described in subpart A
until EPA takes final action on such
NSO. Such suspension shall terminate
if the smelter does not submit supple-
mentary information within the time
specified under paragraph (b).

§ 57.205 Submission of supplementary
information upon relaxation of an
SO2 SIP emission limitation.

(a) In the event an SO2 SIP limit is
relaxed subsequent to EPA approval or
issuance of a second period NSO, the
smelter issued the NSO shall submit to
the issuing agency and EPA such sup-
plementary information that EPA con-
siders appropriate for purposes of de-
termining whether the means of com-
pliance with the new SIP limit are ade-
quately demonstrated to be reasonably
available under the financial eligibility
tests specified in § 57.102(b)(3). The
smelter shall submit such information
within sixty days of notification by
EPA. This time limit may be extended
by EPA for good cause.

(b) Upon receipt of any supple-
mentary information required under
paragraph (a), the issuing agency shall
promptly reevaluate the availability of
the means of compliance with the new
SIP limit under the NSO eligibility
tests specified in § 57.102(b)(3). If the
issuing agency determines that the
demonstrated control technology nec-
essary to attain the new SO2 SIP limit
is adequately demonstrated to be rea-
sonably available under the eligibility
tests, so as to permit the smelter to
comply with the new SIP limit on or
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before January 1, 1988, the NSO shall be
amended within the time contemplated
by § 57.202(a) after receipt of the supple-
mentary information. Such amend-
ment shall require compliance with the
new SO2 SIP limit as expeditiously as
practicable in accordance with
§ 57.201(d)(3). The issuing agency, if not
EPA, shall promptly submit its deter-
mination and any necessary NSO
amendments to EPA.

(c) EPA shall take action to approve
or disapprove the issuing agency’s de-
termination and NSO amendment, if
any, within a reasonable time after re-
ceipt of such determination and
amendment.

(d) If EPA disapproves the issuing
agency’s determination or NSO amend-
ment, or if a smelter fails to submit
any supplementary information as re-
quired under paragraph (a), EPA and/or
the issuing agency shall take appro-
priate remedial action. EPA shall take
appropriate remedial action if the
issuing agency does not make any de-
termination and amendment required
by this section within the time con-
templated by § 57.202(a).

Subpart C—Constant Controls and
Related Requirements

§ 57.301 General requirements.
Each NSO shall require an interim

level of sulfur dioxide constant con-
trols to be operated at the smelter, un-
less a waiver of this requirement has
been granted to the owner under sub-
part H of this part. Except as otherwise
provided in § 57.304, the interim con-
stant controls shall be properly oper-
ated and maintained at all times. The
NSO shall require the following gas
streams to be treated by interim con-
stant controls:

(a) In copper smelters, off-gases from
fluidized bed roasters, flash furnaces,
NORANDA reactors, electric furnaces
and copper converters;

(b) In lead smelters, off-gases from
the front end of the sintering machine
and any other sinter gases which are
recirculated;

(c) In zinc smelters, off-gases from
mult-hearth roasters, flash roasters
and fluidized bed roasters; and

(d) In all primary nonferrous smelt-
ers, all other strong SO2 streams.

(e) In all primary nonferrous smelt-
ers, any other process streams which
were regularly or intermittently treat-
ed by constant controls at the smelter
as of August 7, 1977.

§ 57.302 Performance level of interim
constant controls.

(a) Maximum feasible efficiency. Each
NSO shall require: that the smelter op-
erate its interim constant control sys-
tems at their maximum feasible effi-
ciency, including the making of any
improvements necessary to correct the
effects of any serious deficiencies; that
the process and control equipment be
maintained in the way best designed to
ensure such operation; and that process
operations be scheduled and coordi-
nated to facilitate treatment of process
gas streams to the maximum possible
extent. Maximum feasible efficiency
shall be expressed in the NSO in the
form of a limitation on the concentra-
tion of SO2 in the tail gas of each indi-
vidual control system in combination
with an appropriate averaging period,
as provided below in paragraphs (b) and
(c) of this section.

(b) The limitation level for SO2 con-
centration in the control system tail gas.
The level at which the concentration
limitation is set shall take into ac-
count fluctuations in the strength and
volume of process off-gases to the ex-
tent that those fluctuations affect the
SO2 content of the tail gas and cannot
be avoided by improved scheduling and
coordination of process operations. The
limitation shall exclude the effect of
any increase in emissions caused by
process or control equipment malfunc-
tion. The limitation shall take into ac-
count unavoidable catalyst deteriora-
tion in sulfuric acid plants, but may
prescribe the frequency of catalyst
screening or replacement. The NSO
shall also prohibit the smelter owner
from using dilution air to meet the
limitation.

(c) Averaging period. (1) The averaging
period shall be derived in combination
with the concentration limitation and
shall take into account the same fac-
tors described in paragraph (b). The
averaging period established under this
paragraph should generally not exceed
the following:
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(i) For sulfuric acid plants on copper
smelters, 12-hour running average;

(ii) For sulfuric acid plants on lead
smelters, 6-hour running average;

(iii) For sulfuric acid plants on zinc
smelters, 2-hour running average;

(iv) For dimethylaniline (DMA)
scrubbing units on copper smelters, 2-
hour running average.

(2) A different averaging period may
be established if the applicant dem-
onstrates that such a period is nec-
essary in order to account for the fac-
tors described in paragraph (b) of this
section: Provided, that the period is en-
forceable and satisfies the criteria of
paragraph (a) of this section.

(d) Improved performance. (1) The per-
formance level representing maximum
feasible efficiency for any existing con-
trol system (e.g., a sulfuric acid plant
or a DMA scrubber) shall require the
correction of the effects of any serious
deficiencies in the system. For the pur-
pose of this paragraph, at least the fol-
lowing problems shall constitute seri-
ous deficiencies in acid plants:

(i) Heat exchangers and associated
equipment inadequate to sustain effi-
cient, autothermal operation at the av-
erage gas strengths and volumes re-
ceived by the acid plant during routine
process equipment operation;

(ii) Failure to completely fill all
available catalyst bed stages with suf-
ficient catalyst;

(iii) Inability of the gas pre-treat-
ment system to prevent unduly fre-
quent plugging or fouling (deteriora-
tion) of catalyst or other components
of the acid plant; or

(iv) Blower capacity inadequate to
permit the treatment of the full vol-
ume of gas which the plant could oth-
erwise accommodate, or in-leakage of
air into the flues leading to the plant,
to the extent that this inadequacy re-
sults in bypassing of gas around the
plant.

(2) Notwithstanding any contrary
provisions of § 57.304(c) (malfunction
demonstration), no excess emissions
(as defined in § 57.304(a)) shall be con-
sidered to have resulted from a mal-
function in the constant control sys-
tem if the smelter owner has not up-
graded serious deficiencies in the con-
stant control system in compliance
with the requirements of § 57.302(d)(1),

unless the smelter owner demonstrates
under § 57.304(c) that compliance with
those requirements would not have af-
fected the magnitude of the emission.

(e) Multiple control devices. (1) At any
smelter where off-gas streams are
treated by various existing control sys-
tems (e.g., multiple acid plants or a
DMA scrubber and an acid plant), the
NSO shall require the use of those sys-
tems in the combination that will re-
sult in the maximum feasible net SO2

removal.
(2) To the extent that compliance

with this requirement is demonstrated
by the smelter operator to result in ex-
cess emissions during unavoidable
start up and shut down of the control
systems, those excess emissions shall
not constitute violations of the NSO.

§ 57.303 Total plantwide emission limi-
tation.

(a) Calculation of the emission limita-
tion. Each NSO shall contain a require-
ment limiting the total allowable
emissions from the smelter to the level
which would have been associated with
production at the smelter’s maximum
production capacity (as defined in
§ 57.103(r)) as of August 7, 1977. This
limitation shall be expressed in units
of mass per time and shall be cal-
culated as the sum of uncontrolled
process and fugitive emissions, and
emissions from any control systems
(operating at the efficiency prescribed
under § 57.302). These emission rates
may be derived from either direct
measurements or appropriately docu-
mented mass balance calculations.

(b) Compliance with the emission limita-
tion. Each NSO shall require the use of
specific, enforceable testing methods
and measurement periods for deter-
mining compliance with the limitation
established under paragraph (a) of this
section.

§ 57.304 Bypass, excess emissions and
malfunctions.

(a) Definition of excess emissions. For
the purposes of this subpart, any emis-
sions greater than those permitted by
the NSO provisions established under
§ 57.302 (performance level of interim
constant controls) or § 57.303 (plantwide
emission limitation) of this subpart
shall constitute excess emissions.
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Emission of any gas stream identified
under § 57.301 (a), (b), (c), (d) or (e) of
this subpart that is not treated by a
sulfur dioxide constant control system
shall also constitute an excess emis-
sion under this subpart.

(b) The excess emission report. Each
NSO shall require the smelter to report
all excess emissions to the issuing
agency, as provided in § 57.305(b). The
report shall include the following:

(1) Identity of the stack or other
emission points where the excess emis-
sions occurred;

(2) Magnitude of the excess emissions
expressed in the units of each applica-
ble emission limitation, as well as the
operating data, documents, and cal-
culations used in determining the mag-
nitude of the excess emissions;

(3) Time and duration of the excess
emissions;

(4) Identity of the equipment causing
the excess emissions;

(5) Nature and cause of such excess
emissions;

(6) Steps taken to limit the excess
emissions, and when those steps were
commenced;

(7) If the excess emissions were the
result of a malfunction, the steps
taken to remedy the malfunction and
to prevent the recurrence of such mal-
function; and

(8) At the smelter owner’s election,
the demonstration specified in para-
graph (c) of this section.

(c) Malfunction demonstration. Except
as provided in § 57.302(e)(2) or in para-
graph (d) or (e) of this section, any ex-
cess emission shall be a violation of the
NSO unless the owner demonstrates in
the excess emissions report required
under paragraph (b) of this section that
the excess emission resulted from a
malfunction (or an unavoidable start
up and shut down resulting from a mal-
function) and that:

(1) The air pollution control systems,
process equipment, or processes were
at all times maintained and operated,
to the maximum extent practicable, in
a manner consistent with good practice
for minimizing emissions;

(2) Repairs were made as expedi-
tiously as practicable, including the
use of off-shift labor and overtime;

(3) The amount and duration of the
excess emissions were minimized to the

maximum extent practicable during
periods of such emissions; and

(4) The excess emissions were not
part of a recurring pattern indicative
of serious deficiencies in, or inadequate
operation, design, or maintenance of,
the process or control equipment.

(d) Scheduled maintenance exception.
Excess emissions occurring during
scheduled maintenance shall not con-
stitute violations of the NSO to the ex-
tent that:

(1) The expected additional annual
sulfur dioxide removal by any control
system (including associated process
changes) for which construction had
not commenced (as defined in 40 CFR
60.2 (g) and (i)) as of August 7, 1977 and
which the smelter owner agrees to in-
stall and operate under subpart F,
would have offset such excess emis-
sions if the system had been in oper-
ation throughout the year in which the
maintenance was performed;

(2) The system is installed and oper-
ated as provided in the NSO provisions
established under subpart F; and

(3) The system performs at substan-
tially the expected efficiency and reli-
ability subsequent to its initial break-
in period.

(e) An NSO may provide that excess
emissions which occur during acid
plant start-up as the result of the cool-
ing of acid plant catalyst due to the
unavailability of process gas to an acid
plant during a prolonged SCS curtail-
ment or scheduled maintenance are not
excess emissions. If the NSO does so
provide, it shall also require the use of
techniques or practices designed to
minimize these excess emissions, such
as the sealing of the acid plant during
prolonged curtailments, the use of aux-
iliary heat or SO2 injected during the
curtailment, or the preheating of the
acid plant before start-up of the proc-
ess equipment it serves.

(f) Requirements for a smelter with
constant controls that applies for a
waiver.

(1) If a smelter that has some interim
constant controls applies for a waiver
in accordance with subpart H, the fol-
lowing requirements shall apply pend-
ing action on the waiver application
and following final action granting or
approving a waiver:
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(i) The NSO shall require the smelter
to implement maintenance and oper-
ation measures designed to reduce to
the maximum extent feasible the po-
tential for bypass of existing interim
constant controls.

(ii) Upon application for a waiver
under subpart H, the smelter shall sub-
mit to the issuing agency for its ap-
proval and to EPA proposed mainte-
nance and operation measures for com-
pliance with the requirements of para-
graph (i).

(iii) The remainder of this subpart
shall apply except that: (A) The emis-
sion limitations required under this
subpart shall be based only on existing
constant control equipment as up-
graded through the improved mainte-
nance and operation required by this
paragraph, and (B) bypass of existing
controls shall not constitute excess
emissions, provided the maintenance
and operation requirements and emis-
sion limitations prescribed by the NSO
are satisfied.

(2) After any denial of a waiver by
the issuing Agency, or any disapproval
by EPA of a waiver granted by the
issuing agency, the NSO shall be
amended consistent with the require-
ments of this subpart and § 57.702.

§ 57.305 Compliance monitoring and
reporting.

(a) Monitoring. (1) Each NSO shall re-
quire compliance with the control sys-
tem performance requirements estab-
lished pursuant to this subpart to be
determined through the use of contin-
uous monitors for measuring SO2 con-
centration.

(i) Such monitors must be installed,
operated and maintained in accordance
with the performance specifications
and other requirements contained in
appendix D to 40 CFR part 52 or part 60.
The monitors must take and record at
least one measurement of SO2 con-
centration from the effluent of each
control system in each 15-minute pe-
riod. Failure of the monitors to record
at least 95% of the 15-minute periods in
any 30-day period shall constitute a
violation of the NSO.

(ii) The sampling point shall be lo-
cated at least 8 stack diameters (di-
ameter measured at sampling point)
downstream and 2 diameters upstream

from any flow disturbance such as a
bend, expansion, constriction, or flame,
unless another location is approved by
the Administrator.

(iii) The sampling point for moni-
toring emissions shall be in the duct at
the centroid of the cross section if the
cross sectional area is less than 4.645m2

(50 ft2) or at a point no closer to the
wall than 0.914m (3 ft) if the cross sec-
tional area is 4.645m2 (50 ft2) or more.
The monitor sample point shall be in
an area of small spatial concentration
gradient and shall be representative of
the concentration in the duct.

(iv) The measurement system(s) in-
stalled and used pursuant to this para-
graph shall be subject to the manufac-
turer’s recommended zero adjustment
and calibration procedures at least
once per 24-hour operating period un-
less the manufacturer specifies or rec-
ommends calibration at shorter inter-
vals, in which case such specifications
or recommendations shall be followed.
Records of these procedures shall be
made which clearly show instrument
readings before and after zero adjust-
ment and calibration.

(2) Each NSO shall require the moni-
toring of any ducts or flues used to by-
pass gases, required under this subpart
to be treated by constant controls,
around the smelter’s sulfur dioxide
constant control system(s) for ultimate
discharge to the atmosphere. Such
monitoring shall be adequate to dis-
close the time of the bypass, its dura-
tion, and the approximate volume and
SO2 concentration of gas bypassed.

(b) Reporting. (1) Each NSO shall re-
quire that the smelter maintain a
record of all measurements required
under paragraph (a) of this section. Re-
sults shall be summarized monthly and
shall be submitted to the issuing agen-
cy within 15 days after the end of each
month. The smelter owner shall retain
a record of such measurements for one
year after the NSO period terminates.

(2) Each NSO shall require that the
smelter maintain a record of all meas-
urements and calculations required
under § 57.303(b). Results shall be sum-
marized on a monthly basis and shall
be submitted to the issuing agency at
6-month intervals. The smelter owner
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shall retain a record of such measure-
ments and calculations for at least one
year after the NSO terminates.

(3) The report required under
§ 57.304(b) shall accompany the report
required under paragraph (b)(1) of this
section.

(c) Quality assurance and continuous
data—(1) Quality assurance. Each NSO
shall require that the smelter submit a
plan for quality assurance to the
issuing agency for approval and that
all monitoring performed by contin-
uous monitors shall be verified for
quality assurance by the smelter. Such
plans must follow current EPA guide-
lines for quality assurance, in order to
be approvable.

(2) Continuous data. Manual source
testing methods equivalent to 40 CFR
part 60, appendix A shall be used to de-
termine compliance if the continuous
monitoring system malfunctions.

Subpart D—Supplementary
Control System Requirements

§ 57.401 General requirements.
Except as provided in subpart E, each

NSO shall require the smelter owner to
prevent all violations of the NAAQS in
the smelter’s designated liability area
(DLA) through the operation of an ap-
proved supplementary control system
(SCS).

§ 57.402 Elements of the supplemen-
tary control system.

Each supplementary control system
shall contain the following elements:

(a) Air quality monitoring network. An
approvable SCS shall include the use of
appropriate ambient air quality mon-
itors to continuously measure the con-
centration of sulfur dioxide in the air
in the smelter’s DLA.

(1) The monitors shall be located at
all points of expected SO2 concentra-
tions necessary to anticipate and pre-
vent possible violations of NAAQS any-
where in the smelter’s DLA. The deter-
mination of the locations where such
concentrations may occur shall take
into account all recorded or probable
meteorological and operating condi-
tions (including bypassing of control
equipment), as well as the presence of

other sources of SO2 significantly af-
fecting SO2 concentrations in the DLA.

(2) The number and location of sites
shall be based on dispersion modeling,
measured ambient air quality data,
meteorological information, and the
results of the continuing review re-
quired by paragraph (f) of this section.
The system shall include the use of at
least 7 fixed monitors unless the
issuing agency determines, on the basis
of a demonstration by the smelter
owner, that the use of fewer monitors
would not limit coverage of points of
high SO2 concentration or otherwise
reduce the capability of the smelter
owner to prevent any violations of the
NAAQS in the smelter’s DLA.

(3) All monitors shall be continu-
ously operated and maintained and
shall meet the performance specifica-
tions contained in 40 CFR part 53. The
monitors shall be capable of routine
real time measurement of maximum
expected SO2 concentrations for the
averaging times of SO2 NAAQS.

(b) Meteorological network. The SCS
must have a meteorological assessment
capability adequate to predict and
identify local conditions requiring
emission curtailment to prevent pos-
sible violations of the NAAQS. The me-
teorological assessment capability
shall provide all forecast and current
information necessary for successful
use of the SCS operational manual re-
quired by paragraph (e) of this section.

(c) Designated liability area. The sys-
tem shall be required to prevent all
violations of the NAAQS within the
smelter’s DLA. The DLA of any smelt-
er is the area within which the smelt-
er’s emissions may cause or signifi-
cantly contribute to violations of the
NAAQS for SO2 when the smelter is op-
erating at its maximum production ca-
pacity under any recorded or probable
meterological conditions. The bound-
aries of that area shall be specified in
the NSO.

(1) Unless an acceptable demonstra-
tion is made under paragraph (c)(2) of
this section, the DLA shall be a circle
with a center point at the smelter’s
tallest stack and a minimum radius as
given in the following table:
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RADIUS FOR SO2 EMISSIONS AT MAXIMUM
PRODUCTION CAPACITY 1

Emissions rate
in tons per hour Emission rate in grains per sec.

Radius
in kilo-
meters

16 or less ......... 4,000 or less ............................... 11
24 ..................... 6,000 ........................................... 16
32 ..................... 8,000 ........................................... 24
40 ..................... 10,000 ......................................... 32
48 or more ........ 12,000 or more ........................... 40

1 Maximum emission rates for periods not to exceed 24
hours. Minimum radii may be determined from the table by lin-
ear interpolation.

(2) The NSO may provide for a DLA
with different boundaries if the smelter
owner can demonstrate through the
use of appropriate dispersion modeling
and ambient air quality monitoring
data that the smelter’s controlled
emissions could not cause or signifi-
cantly contribute to a violation of the
NAAQS beyond the boundaries of such
a different area under any recorded or
probable meteorological conditions.

(3) A violation of the NAAQS in the
DLA of any smelter shall constitute a
violation of that smelter’s NSO, unless
the issuing agency determines on the
basis of a showing by the smelter
owner that the smelter owner had
taken all emission curtailment action
indicated by the SCS operational man-
ual and that the violation was caused
in significant part by:

(i) Emissions of another source(s)
which were in excess of the maximum
permissible emissions applicable to
such source(s),

(ii) Fugitive emissions of another
source(s), or

(iii) The smelter’s own fugitive emis-
sions: Provided, that the smelter is in
compliance with all requirements of or
under subpart E of this part.

(4) For the purposes of this section,
maximum permissible emissions for
other sources are the highest of:

(i) SIP emission limitation;
(ii) Orders in effect under section

113(d) of the Clean Air Act; or
(d) Overlapping designated liability

areas. Notwithstanding any other pro-
visions of this subpart, the following
requirements shall apply whenever the
designated liability areas of 2 or more
smelters do, or may, overlap:

(1) In the case of any NSO applicant
that would have a DLA which would
overlap with the DLA of any other
smelter that has applied for an NSO or

has an NSO in effect, the NSO appli-
cant shall include in its application an
enforceable joint plan, agreed to by
such other smelter(s). In determining
whether a joint plan is required, the
NSO applicant shall calculate its DLA
according to the table in paragraph
(c)(1) of this section. The DLA of the
other smelter shall be calculated ac-
cording to the table in paragraph (c)(1)
unless the other smelter has an NSO in
effect, in which case the boundaries in
that NSO shall be used. The enforce-
able joint plan shall provide for:

(i) Emission curtailment adequate to
ensure that the NAAQS will not be vio-
lated in any areas of overlapping DLAs;
and

(ii) Conclusive prospective allocation
of legal liability in the event that the
NAAQS are violated in the area of
overlapping DLAs.

Such plans may, but need not, include
the operation of a joint SCS system.
Each NSO shall require adherence by
the NSO applicant owner to the joint
plan for emission curtailment and allo-
cation of liability, unless the issuing
agency determines, pursuant to the
provisions of paragraph (c)(2) of this
section, that the NSO applicant’s DLA
does not overlap with that of any other
smelter.

(2) In the case of any NSO applicant
that would have a DLA which would
overlap with the DLA of any other
smelter whose owner has not applied
for an NSO (and does not have an NSO
in effect), the NSO applicant’s sub-
mittal shall contain a written consent,
signed by a corporate official empow-
ered to do so. The consent shall state
that if, at any time thereafter, the
owner of the other smelter applies for
an NSO, and the other smelter’s DLA
would overlap with the NSO applicant’s
DLA, the NSO applicant will negotiate
and submit an enforceable joint plan
for emission curtailment and alloca-
tion of liability (as described in para-
graph (d)(1) of this section). In deter-
mining whether it is necessary to sub-
mit such a consent, each smelter’s
DLA shall be calculated according to
the table set forth in paragraph (c)(1)
of this section. The consent shall state
that a joint plan shall be submitted
within 90 days of the issuing agency’s
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notification to the NSO applicant of re-
ceipt of the other smelter’s letter of in-
tent, unless the issuing agency deter-
mines that the DLAs do not overlap.
Failure of the NSO applicant to submit
such a plan shall constitute grounds
for denial of its NSO application or a
violation of an effective NSO, as appli-
cable.

(e) The SCS operational manual. Each
NSO shall require the smelter to be op-
erated in accordance with the provi-
sions of an SCS operational manual ap-
proved by the issuing agency. The SCS
operational manual shall describe the
circumstances under which, the extent
to which, and the procedures through
which emissions shall be curtailed to
prevent violations of the NAAQS in the
smelter’s DLA. Failure to curtail emis-
sions when and as much as indicated by
the manual or to follow the provisions
of the manual implementing the re-
quirements of paragraph (e)(3) of this
section shall constitute a violation of
the NSO.

(1) The operational manual shall pre-
scribe emission curtailment decisions
based on the use of real time informa-
tion from the air quality monitoring
network dispersion model estimates of
the effect of emissions on air quality,
and meteorological observations and
predictions.

(2) The operational manual shall also
provide for emission curtailment to
prevent violation of the NAAQS within
the smelter’s DLA which may be
caused in part by stack emissions, and
to the extent practicable fugitive emis-
sions, from any other source (unless
that other source is a smelter subject
to an NSO).

(3) The SCS operational manual shall
include (but not be limited to):

(i) A clear delineation of the author-
ity of the SCS operator to require all
other smelter personnel to implement
the operator’s curtailment decisions;

(ii) The maintenance and calibration
procedures and schedules for all SCS
equipment;

(iii) A description of the procedures
to be followed for the regular acquisi-
tion of all meteorological information
necessary to operate the system;

(iv) The ambient concentrations and
meteorological conditions that will be
used as criteria for determining the

need for various degrees of emission
curtailment;

(v) The meteorological variables as
to which judgments may be made in
applying the criteria stated pursuant
to paragraph (e)(3)(iv) of this section;

(vi) The procedures through which
and the maximum time period within
which a curtailment decision will be
made and implemented by the SCS op-
erator;

(vii) The method for immediately
evaluating the adequacy of a particular
curtailment decision, including the
factors to be considered in that evalua-
tion;

(viii) The procedures through which
and the time within which additional
necessary curtailment will imme-
diately be effected; and

(ix) The procedures to be followed to
protect the NAAQS in the event of a
mechanical failure in any element of
the SCS.

(f) Continuing review and improvement
of the SCS. Each NSO shall require the
smelter owner to conduct an active
program to continuously review the de-
sign and operation of the SCS to deter-
mine what measures may be available
for improving the performance of the
system. Among the elements of this
program shall be measures to locate
and examine possible places both inside
and outside the DLA where
unmonitored NAAQS violations may be
occurring. Such measures shall include
the use of modeling as appropriate and
mobile ambient air quality monitors,
following up on information and com-
plaints from members of the public,
and other appropriate activities. The
NSO shall also require the submission
of a semi-annual report to the issuing
agency detailing the results of this re-
view and specifying measures imple-
mented to prevent the recurrence of
any violations of NAAQS.

§ 57.403 Written consent.

(a) The consent. The NSO shall in-
clude a written consent, signed by a
corporate official empowered to do so,
in the following form:

As a condition of receiving a Primary Non-
ferrous Smelter Order (NSO) under Section
119 of the Clean Air Act, for the smelter op-
erated by (name of company) at (location),
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the undersigned official, being empowered to
do so, consents for the company as follows:

(1) In any civil proceeding (judicial or ad-
ministrative) to enforce the NSO, the com-
pany will not contest:

(a) Liability for any violation of the Na-
tional Ambient Air Quality Standards for
sulfur dioxide in the smelter’s designated li-
ability area (DLA), except on the ground
that a determination under 40 CFR
57.402(c)(3) was clearly wrong; or

(b) The conclusive allocation of liability
under NSO provisions satisfying 40 CFR
57.402(d)(1) between the company’s smelter
and any other smelter(s) for any violation of
the National Ambient Air Quality Standards
for sulfur dioxide in an area of overlapping
DLAs.

(2) The issuing agency (as defined in 40
CFR 57.103) will be allowed unrestricted ac-
cess at reasonable times to inspect, verify
calibration of, and obtain data from ambient
air quality monitors operated by the com-
pany under the requirements of the NSO.

(b) Rights not waived by the consent.
This consent shall not be deemed to
waive any right(s) to judicial review of
any provisions of an NSO that are oth-
erwise available to the smelter owner
or operator under section 307(b) of the
Clean Air Act.

§ 57.404 Measurements, records, and
reports.

(a) Measurements. Each NSO shall re-
quire the smelter owner to install, op-
erate, and maintain a measurement
system(s) for continuously monitoring
sulfur dioxide emissions and stack gas
volumetric flow rates in each stack
(except a stack used exclusively for by-
passing control equipment) which
could emit 5 percent or more of the
smelter’s total potential (uncontrolled)
hourly sulfur dioxide emissions.

(1) Such monitors shall be installed,
operated, and maintained in accord-
ance with the performance specifica-
tions and other requirements contained
in appendices D and E to 40 CFR part
52. The monitors must take and record
at least one measurement of sulfur di-
oxide concentration and stack gas flow
rate from the effluent of each affected
stack in each fifteen-minute period.
(The NSO shall require the smelter op-
erator to devise and implement any
procedures necessary for compliance
with these performance specifications.)

(2) The sampling point shall be lo-
cated at least eight stack diameters

(diameter measured at sampling point)
downstream and two diameters up-
stream from any flow disturbance such
as a bend, expansion, constriction, or
flame, unless another location is ap-
proved by the Administrator.

(3) The sampling point for moni-
toring emissions shall be in the duct at
the centroid of the cross section if the
cross sectional area is less than 4.645
m2 (50 ft 2) or at a point no closer to the
wall than 0.914m (3 ft) if the cross sec-
tional area is 4.645 m2 (50 ft2) or more.
The monitor sample point shall be in
an area of small spatial concentration
gradient and shall provide a sample
which is representative of the con-
centration in the duct.

(4) The measurement system(s) in-
stalled and used pursuant to this para-
graph shall be subject to the manufac-
turer’s recommended zero adjustment
and calibration procedures at least
once per 24-hour operating period un-
less the manufacturer specifies or rec-
ommends calibration at shorter inter-
vals, in which case such specifications
or recommendations shall be followed.
Records of these procedures shall be
made which clearly show instrument
readings before and after zero adjust-
ment and calibration.

(5) The results of such monitoring,
calibration, and maintenance shall be
submitted in the form and with the fre-
quency specified in the NSO.

(b) Records. Each NSO shall require
the smelter owner to maintain records
of the air quality measurements made,
meteorological information acquired,
emission curtailment ordered (includ-
ing the identity of the persons making
such decisions), and calibration and
maintenance performed on SCS mon-
itors during the operation of the SCS.
These records shall be maintained for
the duration of the NSO.

(c) Reports. Each NSO shall require
the smelter owner to:

(1) Submit a monthly summary indi-
cating all places and times at which
the NAAQS for SO2 were violated in
the smelter’s DLA, and stating the SO2

concentrations at such times;
(2) Immediately notify EPA and the

State agency any time concentrations
of SO2 in the ambient air in the smelt-
er’s DLA reaches 0.3 part per million
(800 micrograms/cubic meter), 24-hour
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average, or exceed the warning stage in
any more stringent emergency plan in
the applicable State Implementation
Plan; and

(3) Make such other reports as may
be specified in the NSO.

§ 57.405 Formulation, approval, and
implementation of requirements.

(a) SCS content of the application. The
requirements of § 57.203(d) shall be sat-
isfied with respect to this subpart as
follows:

(1) Each NSO application shall in-
clude a complete description of any
supplementary control system in oper-
ation at the smelter at the time of ap-
plication and a copy of any SCS oper-
ational manual in use with that sys-
tem.

(2) Each NSO application shall con-
tain proposed NSO provisions for com-
pliance with the requirements of
§§ 57.401, 57.402 (c), (d), and (f), 57.403,
57.404, and 57.405 (b)(2).

(3) Each NSO application shall in-
clude a specific plan for the develop-
ment of a system fulfilling the require-
ments of § 57.402(a), (b), and (e) (cov-
ering air quality monitoring network,
meteorological network, and the SCS
operational manual).

(b) SCS content of the order. (1) Each
NSO shall include an approved version
of the plan described in paragraph
(a)(3) of this section and shall provide
increments of progress towards its
completion. Each NSO shall require,
upon completion of the measures speci-
fied in the approved plan, submission of
a report which describes each element
of the SCS and explains why the ele-
ments satisfy the requirements of the
plan and submission of a copy of the
SCS operational manual developed
under the plan.

(2) Each NSO shall require the sub-
mission of a final report, within 6
months of the required date for com-
pletion of the measures specified in the
approved plan evaluating the perform-
ance and adequacy of the SCS devel-
oped pursuant to the approved plan.
The report shall include:

(i) A detailed description of how the
criteria that form the basis for par-
ticular curtailment decisions were de-
rived;

(ii) A complete description of each
SCS element listed in § 57.402 (a)
through (d) (covering monitoring, me-
teorology, and the DLA), and an expla-
nation of why the elements fulfill the
requirements of those sections;

(iii) A reliability study dem-
onstrating that the SCS will prevent
violations of the NAAQS in the smelt-
er’s DLA at all times. The reliability
study shall include a comprehensive
analysis of the system’s operation dur-
ing one or more three-month seasonal
periods when meteorological condi-
tions creating the most serious risk of
NAAQS violations are likely to occur.
Where it is impossible, because of time
restraints, to include in such a study
and analysis of the three month sea-
sonal period with meteorological con-
ditions creating the most serious risk
of NAAQS violations, the study shall
analyze the system’s operation on the
basis of all available information. The
NSO shall provide that in such case, a
supplemental reliability study shall be
submitted after the end of the worst
case three-month period as a part of
the next semi-annual report required
under § 57.402(f).

(iv) A copy of the current SCS oper-
ational manual.

(c) Amendment of the NSO. Each NSO
shall be amended, if necessary, within 3
months of completion of the measures
required under the SCS development
plan and also, if necessary, within
three months of submission of the final
report or any supplement to the final
report required under paragraph (b)(2)
of this section, to reflect the most cur-
rent approved elements of the SCS and,
as appropriate, to fulfill all other re-
quirements of this subpart. Each NSO
shall also be subsequently amended (as
provided in § 57.104) whenever necessary
as a result of the program required by
§ 57.402(f) or to reflect improved SCS
operating procedures or other system
requirements.

Subpart E—Fugitive Emission
Evaluation and Control

§ 57.501 General requirements.

(a) Each NSO shall require the smelt-
er owner to use such control measures
as may be necessary to ensure that the
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smelter’s fugitive emissions do not re-
sult in violations of the NAAQS for SO2

in the smelter’s DLA.
(b) A smelter which is operating

under an NSO containing a SIP compli-
ance schedule established in accord-
ance with § 57.705 is required to be mak-
ing progress toward compliance with
any fugitive control requirements con-
tained in its respective SIP and need
not meet the other requirements con-
tained in this subpart.

(c) A smelter which is subject to an
NSO which does not contain a SIP
compliance schedule must meet the
provisions of §§ 57.502 and 57.503.

§ 57.502 Evaluation.

(a) Evaluation at the time of applica-
tion. Any smelter owner may dem-
onstrate at the time of application for
an NSO that the smelter’s SO2 fugitive
emissions will not cause or significant
contribute to violations of the NAAQS
in the smelter’s DLA. If such dem-
onstration is not made, the smelter
owner shall submit the design and
workplan for a study adequate to as-
sess the sources of significant fugitive
emissions from the smelter and their
effects upon ambient air quality.

(b) Evaluation during the first 6
months of the NSO. The design and
workplan of the study shall be ap-
proved, if adequate, by the issuing
agency and included in the NSO. The
study shall commence no later than
the date when the NSO becomes effec-
tive and an analysis of its results shall
be submitted to the issuing agency
within 6 months of the effective date of
the NSO. The study shall include an
appropriate period during which the
ambient air shall be monitored to de-
termine the impact of fugitive emis-
sions of sulfur dioxide, arsenic (at cop-
per smelters only), lead (at lead and
zinc smelters only), and total sus-
pended particulates on the ambient air
quality in the smelter’s DLA.

§ 57.503 Control measures.

The NSO of any smelter subject to
the requirements of § 57.502(b) shall be
amended, if necessary, within 6 months
of EPA’s receipt of the analysis speci-
fied in § 57.502(b), as provided in
§ 57.704(c) to implement the require-

ment of § 57.501. Measures required to
be implemented may include:

(a) Additional supplementary control.
The use of the supplementary control
system, if the additional use of the sys-
tem does not interfere with the smelter
owner’s ability to meet the require-
ments of subpart D; and

(b) Engineering and maintenance tech-
niques. The use of engineering and
maintenance techniques to detect and
prevent leaks and capture and vent fu-
gitive emissions through appropriate
stacks. These techniques include but
are not limited to:

(1) For reactors, installation and
proper operation of primary hoods;

(2) For roasters, installation and
proper operation of primary hoods on
all hot calcine transfer points;

(3) For furnaces, installation and
proper operation of primary hoods on
all active matte tap holes, matte laun-
ders, slag skim bays, and transfer
points;

(4) For converters, installation and
proper operation of primary hoods for
blowing operations, and where appro-
priate, secondary hoods for charging
and pouring operations;

(5) For sintering machines, installa-
tion and proper operation of primary
hoods on the sinter bed, all hot sinter
ignition points, all concentrate
laydown points, and all hot sinter
transfer points;

(6) For blast furnaces, installation
and proper operation of primary hoods
on all active slag and lead bullion fur-
nace tap holes and transfer points;

(7) For dross reverberatory furnaces,
installation and proper operation of
primary hoods on all active charging
and discharging points;

(8) Maintenance of all ducts, flues
and stacks in a leak-free condition to
the maximum extent possible;

(9) Maintenance of all process equip-
ment under normal operating condi-
tions in such a fashion that out-leak-
age of fugitive gases will be prevented
to the maximum extent possible;

(10) Secondary or tertiary hooding on
process equipment where necessary;
and

(11) Partial or complete building
evacuation as appropriate.
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§ 57.504 Continuing evaluation of fugi-
tive emission control measures.

Each NSO shall require the smelter
owner to conduct an active program to
continuously review the effectiveness
of the fugitive emission control meas-
ures implemented pursuant to § 57.503
in maintaining the NAAQS and, if such
measures are not sufficiently effective,
to evaluate what additional measures
should be taken to assure that the
NAAQS will be maintained with a rea-
sonably degree of reliability. The NSO
shall also require submission of a semi-
annual report to the issuing Agency de-
tailing the results of this review and
evaluation. Such a report may be sub-
mitted as part of the report required
under § 57.402(f).

§ 57.505 Amendments of the NSO.

An NSO shall be amended within
three months of submission of any re-
port required under § 57.504 so as to re-
quire additional fugitive emission con-
trol measures if such report establishes
that such additional measures are nec-
essary to assure that the NAAQS will
be maintained with a reasonable degree
of reliability.

Subpart F—Research and
Development Requirements

§ 57.601 General requirements.

(a) This subpart is not applicable to
NSOs which contain a SIP compliance
schedule in accordance with § 57.705.

(b) The requirements of this subpart
may be waived with respect to a smelt-
er if the owner of that smelter submits
with its NSO application a written cer-
tification by a corporate official au-
thorized to make such a certification
that the smelter will either comply
with its SO2 SIP limits by January 2,
1988 or close after January 1, 1988 until
it can comply with such limits.

(c) Except as provided in paragraphs
(a) and (b), each NSO shall require the
smelter to conduct or participate in a
specific research and development pro-
gram designed to develop more effec-
tive means of compliance with the sul-
fur dioxide control requirements of the
applicable State Implementation Plan
than presently exist.

§ 57.602 Approval of proposal.
(a) The smelter owner’s proposal. The

smelter owner’s NSO application shall
include a proposed NSO provision for
implementing the requirement of
§ 57.601, a fully documented supporting
analysis of the proposed program, and
an evaluation of the consistency of the
proposed program with the criteria
listed in § 57.603. The application shall
also specify:

(1) The design and substantive ele-
ments of the research and development
program, including the expected
amount of time required for their im-
plementation;

(2) The annual expected capital, oper-
ating, and other costs of each element
in the program;

(3) The smelter’s current production
processes, pollution control equipment,
and emissions which are likely to be af-
fected by the program;

(4) Potential or expected benefits of
the program;

(5) The basis upon which the results
of the program will be evaluated; and

(6) The names, positions, and quali-
fications of the individuals responsible
for conducting and supervising the
project.

(b) EPA approval. (1) If the issuing
agency will not be EPA, the smelter
owner or the issuing agency may also
submit to EPA the information speci-
fied in paragraph (a) of this section at
the same time the information is sub-
mitted to the issuing agency. As soon
as possible after the receipt of the in-
formation described in paragraph (a) of
this section, EPA shall certify to the
issuing agency and to the applicant
whether or not in the judgment of the
Administrator the smelter owner’s
final proposals are approvable. If EPA
does not receive an advance copy of the
proposal, the ultimate approval will
occur when the NSO is approved rather
than in advance of receipt of the NSO.

(2) A prerequisite for approval of an
R&D proposal by EPA and any issuing
agency is that the planned work must
yield the most cost effective tech-
nology possible.

(c) Optional preproposal. The smelter
owner may, at its option, submit to
EPA for its approval and comment a
preproposal generally describing the
project the owner intends to propose
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under paragraph (a) of this section. A
preproposal may be submitted to EPA
any time prior to the submission of a
proposal under paragraph (a) of this
section. As soon as possible after the
receipt of a preproposal, EPA shall cer-
tify to the applicant (and to any other
issuing agency, as applicable) whether
or not the project would be approvable.
This certification may include com-
ments indicating necessary modifica-
tions which would make the project ap-
provable.

§ 57.603 Criteria for approval.
The approvability of any proposed re-

search and development program shall
be judged primarily according to the
following criteria:

(a) The likelihood that the project
will result in the use of more effective
means of emission limitation by the
smelter within a reasonable period of
time and that the technology can be
implemented at the smelter in ques-
tion, should the smelter be placed on a
SIP compliance schedule at some fu-
ture date when adequately dem-
onstrated technology is reasonably
available;

(b) Whether the proposed funding and
staffing of the project appear adequate
for its successful completion;

(c) Whether the proposed level of
funding for the project is consistent
with the research and development ex-
penditure levels for pollution control
found in other industries;

(d) The potential that the project
may yield industrywide pollution con-
trol benefits;

(e) Whether the project may also im-
prove control of other pollutants of
both occupational and environmental
significance;

(f) The potential effects of the
project on energy conservation; and

(g) Other non-air quality health and
environmental considerations.

§ 57.604 Evaluation of projects.
The research and development pro-

posal shall include a provision for the
employment of a qualified independent
engineering firm to prepare written re-
ports at least annually which evaluate
each completed significant stage of the
research and development program, in-
cluding all relevant information and

data generated by the program. All re-
ports required by this paragraph shall
be submitted to EPA and also to the
issuing agency if it is not EPA.

§ 57.605 Consent.
Each NSO shall incorporate by ref-

erence a binding written consent,
signed by a corporate official empow-
ered to do so, requiring the smelter
owner to:

(a) Carry out the approved research
and development program;

(b) Grant each issuing agency and
EPA and their contractors access to
any information or data employed or
generated in the research and develop-
ment program, including any process,
emissions, or financial records which
such agency determines are needed to
evaluate the technical or economic
merits of the program;

(c) Grant physical access to rep-
resentatives and contractors of each
issuing agency to each facility at
which such research is conducted;

(d) Grant the representatives and
contractors of EPA and the issuing
agency reasonable access to the per-
sons conducting the program on behalf
of the smelter owner for discussions of
progress, interpretation of data and re-
sults, and any other similar purposes
as deemed necessary by EPA or any
issuing agency.

§ 57.606 Confidentiality.
The provisions of section 114 of the

Act and 40 CFR part 2 shall govern the
confidentiality of any data or informa-
tion provided to EPA under this sub-
part.

Subpart G—Compliance Schedule
Requirements

§ 57.701 General requirements.
This section applies to all smelters

applying for an NSO. Each NSO shall
require the smelter owner to meet all
of the requirements within the NSO as
expeditiously as practicable but in no
case later than the deadlines contained
in this subpart or any other section of
these regulations. For requirements
not immediately effective, the NSO
shall provide increments of progress
and a schedule for compliance. Each
schedule must reflect the extent to
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which any required equipment or sys-
tems are already in place and the ex-
tent to which any required reports or
studies have already been completed.
Requirements for smelters to submit
compliance schedules and the proce-
dures which they must follow are out-
lined below.

§ 57.702 Compliance with constant
control emission limitation.

(a) This section applies to all smelt-
ers which receive an NSO, but only to
the extent this section is compatible
with any SIP compliance schedule re-
quired by §§ 57.201(d)(2) and 57.705.

(b) Any NSO issued to a smelter not
required to immediately comply with
the requirements of subpart G under
§ 57.701 shall contain a schedule for
compliance with those requirements as
expeditiously as practicable but in no
case later than 6 months from the ef-
fective date of the NSO, except as fol-
lows: Where a waiver is requested in
accordance with subpart H, an NSO
may be issued without a schedule for
compliance with the requirements for
which a waiver is being considered con-
sistent with subpart H, pending a final
decision on the request under subpart
H. If a waiver is requested in accord-
ance with subpart H, compliance with
the requirements of subpart C which
were deferred as a result of such re-
quest shall be achieved as expedi-
tiously as practicable after, but in no
case later than 6 months from a final
decision by the issuing agency to deny
a waiver under subpart H or dis-
approval by EPA of a waiver granted
by the issuing agency. The time limits
specified herein may be extended only
if a smelter operator demonstrates
that special circumstances warrant
more time, in which case the compli-
ance schedule shall require compliance
as expeditiously as practicable. An
NSO which does not contain a schedule
for compliance with all the require-
ments of subpart C because a waiver
has been requested in accordance with
subpart H shall be amended in accord-
ance with § 57.104 within three months
after a final decision under subpart H
so as to either grant a waiver of any re-
maining requirements of subpart C, or
deny such a waiver and place the
smelter on a compliance schedule for

meeting those requirements. If the
issuing agency grants a waiver and
such waiver is disapproved by EPA, the
issuing agency shall promptly amend
the NSO so as to place the smelter on
a compliance schedule meeting any re-
maining requirements of subpart C.

(c) Any schedule required under this
section shall contain the following in-
formation and increments of progress
to the extent applicable:

(1) Description of the overall design
of the SO2 control system(s) to be in-
stalled;

(2) Descriptions of specific process
hardware to be used in achieving com-
pliance with interim SO2 constant con-
trols including gas capacity values;

(3) The date by which contracts will
be let or purchase orders issued to ac-
complish any necessary performance
improvements;

(4) The date for initiating on-site
construction or installation of nec-
essary equipment;

(5) The date by which on-site con-
struction or installation of equipment
is to be completed; and

(6) The date for achievement of final
compliance with interim emission limi-
tations.

§ 57.703 Compliance with the supple-
mentary control system require-
ments.

This section applies to all nonferrous
smelters applying for an NSO.

(a) Schedules for smelters with exist-
ing SCS. Each NSO shall require imme-
diately upon issuance of the NSO oper-
ation of any existing supplementary
control system and immediately upon
the effective date of the NSO the as-
sumption of liability for all violations
of the NAAQS detected by any monitor
in the SCS system. Each NSO shall re-
quire that within six months of the ef-
fective date of the NSO the smelter
complete any measures specified in the
smelter’s approved SCS development
plan not implemented at the time the
NSO is issued, and assume liability for
all violations of the NAAQS detected
anywhere in the DLA (except as pro-
vided in subpart D of these regula-
tions). Other requirements of subpart D
such as the requirements for submis-
sion of reports records, and for ongoing

VerDate 11<MAY>2000 12:35 Aug 16, 2000 Jkt 190140 PO 00000 Frm 00152 Fmt 8010 Sfmt 8010 Y:\SGML\190140T.XXX pfrm08 PsN: 190140T



153

Environmental Protection Agency § 57.704

evaluation of the SCS shall be com-
plied with at the times specified in sub-
part D and § 57.701.

(b) Compliance schedule for smelters
with no existing SCS system. Where a
smelter has no SCS at the time of
issuance of the NSO, the NSO shall re-
quire compliance with the require-
ments of subpart D according to the
following schedule:

(1) Within six months after the effec-
tive date of the NSO the smelter shall
install all operating elements of the
SCS system, begin operating the sys-
tem, complete all other measures spec-
ified in its approved SCS development
plan, begin compliance with the re-
quirements of § 57.404, and assume li-
ability for any violations of the
NAAQS within its designated liability
area (except as provided by subpart D),
detected by the SCS monitors in place.

(2) Within nine months thereafter the
smelter shall submit the SCS Report,
assume liability for all violations of
the NAAQS detected anywhere within
its designated liability area, and com-
ply with all other requirements of sub-
part D, except for those which subpart
D specifies are to be satisfied at or
after the close of such nine-month pe-
riod, including requirements for sub-
mission of studies, reports, and
records, and the requirements for con-
tinued review and evaluation of the
SCS.

§ 57.704 Compliance with fugitive
emission evaluation and control re-
quirements.

This section applies only to smelters
not required to submit SIP Compliance
Schedules under § 57.705. Each NSO
shall require that smelters satisfy each
of the requirements of subpart E as ex-
peditiously as practicable, taking into
account the extent to which those re-
quirements have already been satisfied,
and in any event, within any deadlines
specified below.

(a) Plan for fugitive emission control.
The NSO shall provide that within a
reasonable period after the submission
of the report on the fugitive emission
control study required by § 57.502, but
within a period allowing sufficient
time for compliance with the require-
ment of § 57.503 for amendment of the
NSO, the smelter owner shall submit to

the issuing agency for its approval a
proposed fugitive emission control
plan, including increments of progress,
for compliance with the requirements
of §§ 57.501 and 57.503.

(b) SCS Report. If the fugitive emis-
sion control plan submitted under
paragraph (a) of this section proposes
to meet the requirements of §§ 57.501
and 57.503 through the additional use of
a supplementary control system, the
plan shall demonstrate that the use of
supplementary controls at that smelter
to prevent violations of the NAAQS re-
sulting from fugitive emissions is prac-
ticable, adequate, reliable, and enforce-
able. The plan shall contain increments
of progress providing for completion of
the implementation of each additional
measure, and for corresponding compli-
ance with the requirements of
pararaphs (b) and (c) of § 57.404, within
four months of approval of the plan by
the issuing agency. The plan shall also
provide that within three months after
completion of implementation of those
additional measures, the smelter shall
fully comply with the requirements of
§§ 57.401 and 57.501 (including the as-
sumption of liability for violations of
NAAQS within its designated liability
area), and shall submit and additional
SCS report for the approval of the
issuing agency. This additional final
report shall correspond to that sub-
mitted under § 57.405(b)(2), except that
it need not contain the 3-month study
described in § 57.405(b)(2)(iii).

(c) NSO amendment. The amendments
of the NSO required under § 57.503 shall
be affected by the issuing agency as
follows:

(1) With respect to the additional use
of SCS, upon approval or promulgation
of the plan submitted under paragraph
(a) of this section and upon approval or
promulgation of the requirements for
the system described in the additional
SCS Report under paragraph (b) of this
section;

(2) With respect to the additional use
of engineering techniques, upon ap-
proval or promulgation of the compli-
ance schedule required by paragraph
(a) of this section.
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§ 57.705 Contents of SIP Compliance
Schedule required by § 57.201(d) (2)
and (3).

This section applies to smelters
which are required to submit a SIP
Compliance Schedule as discussed
below.

(a) Each SIP Compliance Schedule
required by § 57.201(d) (2) and (3) must
contain the following elements:

(1) Description of the overall design
of the SO2 control system(s) to be in-
stalled;

(2) Descriptions of specific process
hardware to be used in achieving com-
pliance with the SIP emission limita-
tion including gas capacity values;

(3) The date by which contracts will
be let or purchase orders issued to ac-
complish any necessary performance
improvements;

(4) The date for initiating on-site
construction or installation of nec-
essary equipment;

(5) The date by which on-site con-
struction or installation of equipment
is to be completed;

(6) The date for achievement of final
compliance with SIP emission limita-
tions; and

(7) Any other measures necessary to
assure compliance with all SIP require-
ments as expeditiously as practicable.

(b) Operations of SCS. Smelters to
which § 57.705 is applicable must com-
ply with all elements of § 57.703.

Subpart H—Waiver of Interim Re-
quirement for Use of Contin-
uous Emission Reduction
Technology

§ 57.801 Purpose and scope.
(a) This subpart shall govern all pro-

ceedings for the waiver of the interim
requirement that each NSO provide for
the use of constant controls.

(b) In the absence of specific provi-
sions in this subpart, and where appro-
priate, questions arising at any stage
of the proceeding shall be resolved at
the discretion of the Presiding Officer
or the Administrator, as appropriate.

§ 57.802 Request for waiver.
(a) General. (1) Each smelter owner

requesting a waiver shall complete,
sign, and submit appendix A (Test for

Eligibility for Interim Waiver). Copies
of appendix A may be obtained from
any EPA Regional Administrator, or
from the Director, Stationary Source
Compliance Division (EN–341), U.S. En-
vironmental Protection Agency, 401 M
Street, SW., Washington, DC 20460.
Claims of confidentiality shall be made
as provided in § 57.203.

(2) The smelter owner shall append to
the completed and signed appendix A
full copies of all documents, test re-
sults, studies, reports, scientific lit-
erature and assessments required by
appendix A. To the extent that the ma-
terial consists of generally available
published material, the smelter owner
may cite to the material in lieu of ap-
pending it to appendix A. The smelter
owner shall specificially designate
those portions of any documents relied
upon and the facts or conclusions in
appendix A to which they relate.

(b) Effect of submitting incomplete ap-
plication. (1) The Administrator, or a
person designated by him to review ap-
plications for waivers, may advise the
smelter owner in writing whenever he
determines that additional information
is needed in order to make the waiver
eligibility determinations required by
section 119(d)(2) of the Act. The smelter
owner shall promptly supply such in-
formation. All additional information
requested under this paragraph and
filed in the manner required by para-
graph (d) shall be deemed part of ap-
pendix A.

(2) Failure to comply with the re-
quirements of paragraphs (a) and (b)(1)
of this section shall be grounds for de-
nial of the requested waiver.

(c) Time for requesting waivers. Any re-
quest for a waiver must be submitted
to the Administrator by the smelter
owner at the time of the application
for an NSO from the State or the Ad-
ministrator, as the case may be. Where
a smelter was issued a second period
NSO by a State before these regula-
tions went into effect, a request for a
waiver shall be made and a completed
appendix A shall be submitted, within
sixty days of the effective date of these
regulations, unless an extension is
granted by the Administrator, or his
designee, for good cause.

(d) Submission of request. A copy of ap-
pendix A (plus attachments) which has
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been completed for the purpose of re-
questing a waiver of constant control
requirements shall be filed with the
Administrator, addressed as follows:
Director, Stationary Source Compli-
ance Division (EN–341), U.S. Environ-
mental Protection Agency, 401 M
Street, SW., Washington, DC 20460,
Attn: Confidential Information Unit.

(e) Eligibility. A smelter shall be eligi-
ble for consideration under this sub-
part only if it establishes that (1) its
existing strong stream controls, if any,
lack the capacity while in full oper-
ation to treat all strong stream sulfur
dioxide emissions and (2) bypass of
strong stream controls due to excess
strong stream sulfur dioxide emissions
cannot be avoided with improved oper-
ation and maintenance of existing
strong stream controls and process
equipment.

(f) Criteria for decision. The Adminis-
trator shall grant or approve a waiver,
whichever is appropriate, for any eligi-
ble smelter as to which he finds, in ac-
cordance with the methods and proce-
dures specified in appendix A, that:

(1) The higher of the two net present
values of future cash flows completed
under the two alternative sets of as-
sumptions set forth in the instructions
to schedule D.6 in appendix A in less
than liquidation (salvage) value; or

(2) The smelter’s average variable
costs at all relevant levels of produc-
tion (after installation of interim con-
stant control equipment) would exceed
the weighted average price of smelter
output for one year or more.

§ 57.803 Issuance of tentative deter-
mination; notice.

(a) Tentative determination. (1) The
EPA staff shall formulate and prepare:

(i) A ‘‘Staff Computational Anal-
ysis,’’ using the financial information
submitted by the smelter owner under
§ 57.802 to evaluate the economic cir-
cumstances of the smelter for which
the waiver is sought;

(ii) A tentative determination as to
whether an interim requirement for
the use of constant controls would be
so costly as to necessitate permanent
or prolonged temporary cessation of
operations at the smelter for which the
waiver is requested. The tentative de-
termination shall contain a ‘‘Proposed

Report and Findings’’ summarizing the
conclusions reached in the Staff Com-
putational Analysis, discussing the es-
timated cost of interim controls, and
assessing the effect upon the smelter of
requiring those controls. The tentative
determination shall also contain a pro-
posed recommendation that the waiver
be granted or denied, based upon the
Proposed Report and Findings, and
stating any additional considerations
supporting the proposed recommenda-
tion. This tentative determination
shall be a public document.

(2) In preparing the Proposed Report
and Findings, the EPA staff shall at-
tempt to the maximum extent feasible
to avoid revealing confidential infor-
mation which, if revealed, might dam-
age the legitimate business interests of
the applicant. The preceding sentence
notwithstanding, the tentative deter-
mination shall be accompanied by a
listing of all materials considered by
EPA staff in developing the tentative
determination. Subject to the provi-
sions of § 57.814(a), full copies of all
such materials shall be included in the
administrative record under § 57.814, ex-
cept that, to the extent the material
consists of published material which is
generally available, full citations to
that material may be given instead.

(b) Public notice. Public notice of
EPA’s tentative determination to
grant or deny an application for a
waiver shall be given by:

(1) Publication at least once in a
daily newspaper of general circulation
in the area in which the smelter is lo-
cated; and

(2) Posting in the principal office of
the municipality in which the smelter
is located.

(c) Individual notice. Individual notice
of EPA’s tentative determination to
grant or deny an application for a
waiver shall be mailed to the smelter
owner by certified mail, return receipt
requested, and to the air pollution con-
trol agency for the State in which the
smelter is located.

(d) Request for individual notice. EPA
shall mail notice of its tentative deter-
mination to grant or deny an applica-
tion for waiver to any person upon re-
quest. Each such request shall be sub-
mitted to the Administrator in writ-
ing, shall state that the request is for
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individual notice of tentative deter-
mination to grant or deny any applica-
tion for a waiver under section 119(d) of
the Clean Air Act, and shall describe
the notice or types of notices desired
(e.g., all notices, notices for a par-
ticular Region, notices for a particular
State, notice for a particular city).

(e) Form of notice. The notice of ten-
tative determination required to be
distributed under paragraphs (b), (c),
and (d) of this section shall include, in
addition to any other materials, the
following:

(1) A summary of the information
contained in appendix A;

(2) The tentative determination pre-
pared under paragraph (a) of this sec-
tion: Provided, that except in the case
of the smelter owner, a summary of the
basis for the grant or denial of the
waiver may be provided in lieu of the
formal determinations required by
paragraph (a)(1) of this section;

(3) A brief description of the proce-
dures set forth in § 57.804 for requesting
a public hearing on the waiver request,
including a statement that such re-
quest must be filed within 30 days of
the date of the notice;

(4) A statement that written com-
ments on the tentative determination
submitted to EPA within 60 days of the
date of the notice will be considered by
EPA in making a final decision on the
application; and

(5) The location of the administrative
record and the location at which inter-
ested persons may obtain further infor-
mation on the tentative determination,
including a copy of the index to the
record, the tentative determination
prepared under paragraph (a) of this
section, and any other nonconfidential
record materials.

§ 57.804 Request for hearing; request
to participate in hearing.

(a) Request for hearing. Within 30 days
of the date of publication or receipt of
the notice required by § 57.803, any per-
son may request the Administrator to
hold a hearing on the tentative deter-
mination by submitting a written re-
quest containing the following:

(1) Identification of the person re-
questing the hearing and his interest in
the proceeding;

(2) A statement of any objections to
the tentative determination; and

(3) A statement of the issues which
such person proposes to raise for con-
sideration at such hearing.

(b) Grant or denial of hearing; notifica-
tion. Whenever (1) the Administrator
has received a written request satis-
fying the requirements of paragraph (a)
of this section which presents genuine
issues as to the effect on the smelter of
the requirement for use of constant
controls, or (2) the Administrator de-
termines in his discretion that a hear-
ing is necessary or appropriate the Ad-
ministrator shall give written notice of
his determination to each person re-
questing such hearing and the smelter
owner, and shall provide public notice
of his determination in accordance
with § 57.803(b). If the Administrator
determines that a request filed under
paragraph (a) of this section does not
comply with the requirements of para-
graph (a) or does not present genuine
issues, he shall be given written notice
of his decision to deny a hearing to the
person requesting the hearing.

(c) Form of notice of hearing. Each no-
tice of hearing disseminated under
paragraph (b) of this section shall con-
tain:

(1) A statement of the time and place
of the hearing;

(2) A statement identifying the place
at which the official record on the ap-
plication for waiver is located, the
hours during which it will be open for
public inspection, and the documents
contained in the record as of the date
of the notice of hearing;

(3) The due date for filing a written
request to participate in the hearing
under paragraph (d) of this section;

(4) The due date for making written
submissions under 57.805; and

(5) The name, address, and office tele-
phone number of the hearing Clerk for
the hearing.

(d) Request to participate in hearing.
Each person desiring to participate in
any hearing granted under this section,
including any person requesting such a
hearing, shall file a written request to
participate with the Hearing Clerk by
the deadline set forth in the notice of
hearing. The request shall include:

(1) A brief statement of the interest
of the person in the proceeding;
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(2) A brief outline of the points to be
addressed;

(3) An estimate of the time required;
and

(4) If the request is submitted by an
organization, a nonbinding list of the
persons to take part in the presen-
tation. As soon as practicable, but in
no event later than two weeks before
the scheduled date of the hearing, the
Hearing Clerk shall make available to
the public and shall mail to each per-
son who asked to participate in the
hearing a hearing schedule.

(e) Effect of denial of or absence of re-
quest for hearing. If no request for a
hearing is made under this section, or
if all such requests are denied under
paragraph (b) of this section, the ten-
tative determination issued under
§ 57.803 shall be treated procedurally as
if it were a recommended decision
issued under § 57.811(b)(2), except that
for purposes of §§ 57.812 and 57.813 the
term ‘‘hearing participant’’ shall be
construed to mean the smelter owner
and any person who submitted com-
ments under § 57.803(e)(4).

§ 57.805 Submission of written com-
ments on tentative determination.

(a) Main comments. Each person who
has filed a request to particpate in the
hearing shall file with the Hearing
Clerk no later than 30 days before the
scheduled start of the hearing (or such
other date as may be set forth in the
notice of hearing) any comments which
he has on the request for waiver and
EPA’s tentative determination, based
on information which is or reasonably
could have been available to that per-
son at the time.

(b) Reply comments. Not later than
two weeks after a full transcript of the
hearing becomes available (or such
other date as may be set forth in the
notice of hearing), each person who has
filed a request to participate in the
hearing shall file with the Hearing
Clerk any comments he may have on:

(1) Written comments submitted by
other participants pursuant to para-
graph (a) of this section;

(2) Written comments submitted in
response to the notice of hearing;

(3) Material in the hearing record;
and

(4) Material which was not and could
not reasonably have been available
prior to the deadline for submission of
main comments under paragraph (a) of
this section.

(c) Form of comments. All comments
should be submitted in quadruplicate
and shall include any affidavits, stud-
ies, tests or other materials relied upon
for making any factual statements in
the comments.

(d) Use of comments. (1) Written com-
ments filed under this section shall
constitute the bulk of the evidence
submitted at the hearing. Oral state-
ments at the hearing should be brief,
and restricted either to points that
could not have been made in written
comments, or to emphasizing points
which are made in the comments, but
which the participant believes can be
more forcefully urged in the hearing
context.

(2) Notwithstanding the foregoing,
within two weeks prior to either dead-
line specified by paragraph (a) of this
section for the filing of main com-
ments, any person who has filed a re-
quest to participate in the hearing may
file a request with the Presiding Offi-
cer to submit all or part of his main
comments orally at the hearing in lieu
of submitting written comments. The
Presiding Officer shall, within one
week, grant such request if he finds
that such person will be prejudiced if
he is required to submit such com-
ments in written form.

§ 57.806 Presiding Officer.
(a) Assignment of Presiding Officer. (1)

The Administrator shall, as soon as
practicable after the granting of a re-
quest for hearing under § 57.803, request
that the Chief Administrative Law
Judge assign an Administrative Law
Judge as Presiding Officer. The Chief
Administrative Law Judge shall there-
upon make the assignment.

(2) If the parties to the hearing waive
their right to have the Agency or an
Administrative Law Judge preside at
the hearing, the Administrator shall
appoint an EPA employee who is an at-
torney to serve as presiding officer.

(b) Powers and duties of Presiding Offi-
cer. It shall be the duty of the Pre-
siding Officer to conduct a fair and im-
partial hearing, assure that the facts
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are fully elicited, and avoid delay. The
Presiding Officer shall have authority
to:

(1) Chair and conduct administrative
hearings held under this subpart;

(2) Administer oaths and affirma-
tions;

(3) Receive relevant evidence: Pro-
vided, that the administrative record,
as defined in § 57.814, shall be received
in evidence;

(4) Consider and rule upon motions,
dispose of procedural requests, and
issue all necessary orders;

(5) Hold conferences for the settle-
ment or simplification of the issues or
the expediting of the proceedings; and

(6) Do all other acts and take all
measures necessary for the mainte-
nance of order and for the efficient, fair
and impartial conduct of proceedings
under this subpart.

[50 FR 6448, Feb. 15, 1985, as amended at 57
FR 5328, Feb. 13, 1992]

§ 57.807 Hearing.
(a) Composition of hearing panel. The

Presiding Officer shall preside at the
hearing held under this subpart. An
EPA panel shall also take part in the
hearing. In general, the membership of
the panel shall consist of EPA employ-
ees having special expertise in areas re-
lated to the issues to be addressed at
the hearing, including economists and
engineers. For this reason, the mem-
bership of the panel may change as dif-
ferent issues are presented for discus-
sion.

(b) Additional hearing participants. Ei-
ther before or during the hearing, the
Presiding Officer, after consultation
with the panel, may request that a per-
son not then scheduled to participate
in the hearing (including an EPA em-
ployee or a person identified by any
scheduled hearing participant as hav-
ing knowledge concerning the issues
raised for discussion at the hearing)
make a presentation or make himself
available for cross-examination at the
hearing.

(c) Questioning of hearing participants.
The panel members may question any
person participating in the hearing.
Cross-examination by persons other
than panel members shall not be per-
mitted at this stage of the proceeding
except where the Presiding Officer de-

termines, after consultation with the
panel, that circumstances compel such
cross-examination. However, persons in
the hearing audience, including other
hearing participants, may submit writ-
ten questions to the Presiding Officer
for the Presiding Officer to ask the par-
ticipants, and the Presiding Officer
may, after consultation with the panel,
and in his sole discretion, ask these
questions.

(d) Submission of additional material.
Participants in the hearing shall sub-
mit for the hearing record such addi-
tional material as the hearing panel
may request within 10 days following
the close of the hearing, or such other
period of time as is ordered by the Pre-
siding Officer. Participants may also
submit additional information for the
hearing record on their own accord
within 10 days after the close of the
hearing.

(e) Transcript. A verbatim transcript
shall be made of the hearing.

§ 57.808 Opportunity for cross-exam-
ination.

(a) Request for cross-examination. After
the close of the panel hearing con-
ducted under this part, any participant
in that hearing may submit a written
request for cross-examination. The re-
quest shall be received by EPA within
one week after a full transcript of the
hearing becomes available and shall
specify:

(1) The disputed issue(s) of material
fact as to which cross-examination is
requested. This shall include an expla-
nation of why the questions at issue
are factual, rather than of an analyt-
ical or policy nature; the extent to
which they are in dispute in the light
of the record made thus far, and the ex-
tent to which and why they can reason-
ably be considered material to the de-
cision on the application for a waiver;
and

(2) The person(s) the participant de-
sires to cross-examine, and an estimate
of the time necessary. This shall in-
clude a statement as to why the cross-
examination requested can be expected
to result in full and true disclosure re-
solving the issue of material fact in-
volved.

(b) Order granting or denying request
for cross-examination. As expeditiously
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as practicable after receipt of all re-
quests for cross-examination under
paragraph (a) of this section, the Pre-
siding Officer, after consultation with
the hearing panel, shall issue an order
either granting or denying each such
request, which shall be disseminated to
all persons requesting cross-examina-
tion and all persons to be cross-exam-
ined. If any request for cross-examina-
tion is granted, the order shall specify:

(1) The issues as to which cross-ex-
amination is granted;

(2) The persons to be cross-examined
on each issue;

(3) The persons allowed to conduct
cross-examination;

(4) Time limits for the examination
of witnesses; and

(5) The date, time and place of the
supplementary hearing at which cross-
examination shall take place. In
issuing this ruling, the Presiding Offi-
cer may determine that one or more
participants have the same or similar
interests and that to prevent unduly
repetitious cross-examination, they
should be required to choose a single
representative for purposes of cross-ex-
amination. In such a case, the order
shall simply assign time for cross-ex-
amination by that single representa-
tive without identifying the represent-
ative further.

(c) Supplementary hearing. The Pre-
siding Officer and at least one member
of the original hearing panel shall pre-
side at the supplementary hearing.
During the course of the hearing, the
Presiding Officer shall have authority
to modify any order issued under para-
graph (b) of this section. A verbatim
transcript shall be made of this hear-
ing.

(d) Alternatives to cross-examination.
(1) No later than the time set for re-
questing cross-examination, a hearing
participant may request that alter-
native methods of clarifying the record
(such as the submittal of additional
written information) be used in lieu of
or in addition to cross-examination.
The Presiding Officer shall issue an
order granting or denying such request
at the time he issues (or would have
issued) an order under paragraph (b) of
this section. If the request is granted,
the order shall specify the alternative
provided and any other relevant infor-

mation (e.g., the due date for submit-
ting written information).

(2) In passing on any request for
cross-examination submitted under
paragraph (a) of this section, the Pre-
siding Officer may, as a precondition to
ruling on the merits of such request,
require that alternative means of clari-
fying the record be used whether or not
a request to do so has been made under
the preceding paragraph. The person
requesting cross-examination shall
have one week to comment on the re-
sults of utilizing such alternative
means, following which the Presiding
Officer, as soon as practicable, shall
issue an order granting or denying such
person’s request for cross-examination.

§ 57.809 Ex parte communications.

(a) General. (1) No interested person
outside the Agency or member of the
Agency trial staff shall make or know-
ingly cause to be made to any member
of the decisional body an ex parte com-
munication relevant to the merits of
the proceedings.

(2) No member of the decisional body
shall make or knowingly cause to be
made to any interested person outside
the Agency or member of the Agency
trial staff an ex parte communication
relevant to the merits of the pro-
ceedings.

(b) Effect of receipt of ex parte commu-
nication. (1) A member of the decisional
body who receives or who makes or
knowingly causes to be made a commu-
nication prohibited by this subsection
shall place in the record all written
communications or memoranda stating
the substance of all oral communica-
tions together with all written re-
sponses and memoranda stating the
substance of all responses.

(2) Upon receipt by any member of
the decisionmaking body of an ex parte
communication knowingly made or
knowingly caused to be made by a
party or representative of a party in
violation of this section, the person
presiding at the stage of the hearing
then in progress may, to the extent
consistent with justice and the policy
of the Clean Air Act, require the party
to show cause why its claim or interest
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in the proceedings should not be dis-
missed, denied, disregarded, or other-
wise adversely affected on account of
such violation.

(c) Definitions. For purposes of this
section, the following definitions shall
apply:

(1) Agency trial staff means those
Agency employees, whether temporary
or permanent, who have been des-
ignated by the Agency as available to
investigate, litigate, and present the
evidence arguments and position of the
Agency in the evidentiary hearing or
non-adversary panel hearing. Appear-
ance as a witness does not necessarily
require a person to be designated as a
member of the Agency trial staff;

(2) Decisional body means any Agency
employee who is or may be reasonably
expected to be involved in the
decisional process of the proceeding in-
cluding the Administrator, Presiding
Officer, the Regional Administrator (if
he does not designate himself as a
member of the Agency trial staff), and
any of their staff participating in the
decisional process. In the case of a non-
adversary panel hearing, the decisional
body shall also include the panel mem-
bers whether or not permanently em-
ployed by the Agency;

(3) Ex parte communication means any
communication, written or oral, relat-
ing to the merits of the proceeding be-
tween the decisional body and an inter-
ested person outside the Agency or the
Agency trial staff which was not origi-
nally filed or stated in the administra-
tive record or in the hearing. Ex parte
communications do not include:

(i) Communications between Agency
employees other than between the
Agency trial staff and the member of
the decisional body;

(ii) Discussions between the
decisional body and either:

(A) Interested persons outside the
Agency, or;

(B) The Agency trial staff if all par-
ties have received prior written notice
of such proposed communications and
have been given the opportunity to be
present and participate therein.

(4) Interested person outside the Agency
includes the smelter owner, any person
who filed written comments in the pro-
ceeding, any person who requested the
hearing, any person who requested to

participate or intervene in the hearing,
any participant or party in the hearing
and any other interested person not
employed by the Agency at the time of
the communications, and the attorney
of record for such persons.

[50 FR 6448, Feb. 15, 1985, as amended at 57
FR 5328, Feb. 13, 1992]

§ 57.810 Filing of briefs, proposed find-
ings, and proposed recommenda-
tions.

Unless otherwise ordered by the Pre-
siding Officer, each hearing participant
may, within 20 days after reply com-
ments are submitted under § 57.805(b),
or if a supplementary hearing for the
purpose of cross-examination has been
held under § 57.808(c), within 20 days
after the transcript of such supple-
mental hearing becomes available or if
alternative methods of clarifying the
record have been used under § 57.808(d),
within 20 days after the alternative
methods have been employed, file with
the Hearing Clerk and serve upon all
other hearing participants proposed
findings and proposed recommenda-
tions to replace in whole or in part the
findings and recommendations con-
tained in the tentative determination.
Any such person may also file, at the
same time, a brief in support of his pro-
posals, together with references to rel-
evant pages of transcript and to rel-
evant exhibits. Within 10 days there-
after each participant may file a reply
brief concerning alternative proposals.
Oral argument may be held at the dis-
cretion of the Presiding Officer on mo-
tion of any hearing participant or sua
sponte.

§ 57.811 Recommended decision.
As soon as practicable after the con-

clusion of the hearing, one or more re-
sponsible employees of the Agency
shall evaluate the record for prepara-
tion of a recommended decision and
shall prepare and file a recommended
decision with the Hearing Clerk. The
employee(s) preparing the decision will
generally be members of the hearing
panel and may include the Presiding
Officer. Such employee(s) may consult
with and receive assistance from any
member of the hearing panel in draft-
ing a recommended decision and may
also delegate the preparation of the
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recommended decision to the panel or
to any member or members of it. This
decision shall contain the same ele-
ments as the tentative determination.
After the recommended decision has
been filed, the Hearing Clerk shall
serve a copy of such decision on each
hearing participant and upon the Ad-
ministrator.

§ 57.812 Appeal from or review of rec-
ommended decision.

(a) Exceptions. (1) Within 20 days after
service of the recommended decision,
any hearing participant may take ex-
ception to any matter set forth in such
decision or to any adverse order or rul-
ing of the Presiding Officer prior to or
during the hearing to which such par-
ticipant objected, and may appeal such
exceptions to the Administrator by fil-
ing them in writing with the Hearing
Clerk. Such exceptions shall contain
alternative findings and recommenda-
tions, together with references to the
relevant pages of the record and rec-
ommended decision. A copy of each
document taking exception to the rec-
ommended decision shall be served
upon every other hearing participant.
Within the same period of time each
party filing exceptions shall file with
the Administrator and shall serve upon
all hearing participants a brief con-
cerning each of the exceptions being
appealed. Each brief shall include page
references to the relevant portions of
the record and to the recommended de-
cision.

(2) Within 10 days of the service of ex-
ceptions and briefs under paragraph
(a)(1) of this section, any hearing par-
ticipant may file and serve a reply
brief responding to exceptions or argu-
ments raised by any other hearing par-
ticipant together with references to
the relevant portions of the record, rec-
ommended decision, or opposing brief.
Reply briefs shall not, however, raise
additional exceptions.

(b) Sua sponte review by the Adminis-
trator. Whenever the Administrator de-
termines sua sponte to review a rec-
ommended decision, notice of such in-
tention shall be served upon the parties
by the Hearing Clerk within 30 days
after the date of service of the rec-
ommended decision. Such notice shall
include a statement of issues to be

briefed by the hearing participants and
a time schedule for the service and fil-
ing of briefs.

(c) Scope of appeal or review. The ap-
peal of the recommended decision shall
be limited to the issues raised by the
appellant, except when the Adminis-
trator determines that additional
issues should be briefed or argued. If
the Administrator determines that
briefing or argument of additional
issues is warranted, all hearing partici-
pants shall be given reasonable written
notice of such determination to permit
preparation of adequate argument.

(d) Argument before the Administrator.
The Administrator may, upon request
by a party or sua sponte, set a matter
for oral argument. The time and place
for such oral argument shall be as-
signed after giving consideration to the
convenience of the parties.

§ 57.813 Final decision.
(a) After review. As soon as prac-

ticable after all appeal or other review
proceedings have been completed, the
Administrator shall issue his final de-
cision. Such a final decision shall in-
clude the same elements as the rec-
ommended decision, as well as any ad-
ditional reasons supporting his deci-
sions on exceptions filed by hearing
participants. The final decision may
accept or reject all or part of the rec-
ommended decision. The Administrator
may consult with the Presiding Officer,
members of the hearing panel or any
other EPA employee in preparing his
final decision. The Hearing Clerk shall
file a copy of the decision on all hear-
ing participants.

(b) In the absence of review. If no party
appeals a recommended decision to the
Administrator and if the Adminis-
trator does not review it sua sponte, he
shall be deemed to have adopted the
recommended decision as the final de-
cision of the Agency upon the expira-
tion of the time for filing any excep-
tions under § 57.812(a).

(c) Timing of judicial review. For pur-
poses of judicial review, final Agency
action on a request for a waiver of the
interim requirement that each NSO
provide for the use of constant controls
shall not occur until EPA approves or
disapproves the issuance of an NSO to
the source requesting such a waiver.
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§ 57.814 Administrative record.
(a) Establishment of record. (1) Upon

receipt of request for a waiver, an ad-
ministrative record for that request
shall be established, and a Record and
Hearing Clerk appointed to supervise
the filing of documents in the record
and to carry out all other duties as-
signed to him under this subpart.

(2) All material required to be in-
cluded in the record shall be added to
the record as soon as feasible after its
receipt by EPA. All material in the
record shall be appropriately indexed.
The Hearing Clerk shall make appro-
priate arrangements to allow members
of the public to copy all nonconfiden-
tial record materials during normal
EPA business hours.

(3) Confidential record material shall
be indexed under paragraph (a)(2). Con-
fidential record material shall, how-
ever, be physically maintained in a
separate location from public record
material.

(4) Confidential record material shall
consist of the following:

(i) Any material submitted pursuant
to § 57.802 for which a proper claim of
confidentiality has been made under
section 114(c) of the Act and 40 CFR
part 2; and

(ii) The Staff Computational
Anaylsis prepared under § 57.803

(b) Record for issuing tentative deter-
mination. The administrative record for
issuing the tentative determination re-
quired by § 57.803 shall consist of the
material submitted under § 57.802 and
any additional materials supporting
the tentative determination.

(c) Record for acting on requests for
cross-examination. The administrative
record for acting on requests for cross-
examination under § 57.808 shall consist
of the record for issuing the tentative
determination, all comments timely
submitted under §§ 57.803(e)(4) and
57.805, the transcript of the hearing,
and any additional material timely
submitted under § 57.807(d).

(d) Record for preparation of rec-
ommended decision. The administrative
record for preparation of the rec-
ommended decision required by § 57.811
shall consist of the record for acting on
request for cross-examination, the
transcript of any supplementary hear-
ing held under § 57.808(c), any materials

timely submitted in lieu of or in addi-
tion to cross-examination under
§ 57.808(d), and all briefs, proposed find-
ings of fact and proposed recommenda-
tions timely submitted under § 57.810.

(e) Record for issuance of final decision.
(1) Where no hearing has been held, the
administrative record for issuance of
the Administrator’s final decision shall
consist of the record for issuing the
tentative determination, any com-
ments timely submitted under
§ 57.803(e)(4), any briefs or reply briefs
timely submitted under § 57.812 (a)
through (c), and the transcript of any
oral argument granted under § 57.812(d).

(2) Where a hearing has been held,
the administrative record for issuance
of the Administrator’s final decision
shall consist of the record of prepara-
tion of the recommended decision, any
briefs or reply briefs submitted under
§ 57.812 (a) through (c), and the tran-
script of any oral argument granted
under § 57.812(d).

§ 57.815 State notification.
The Administrator shall give notice

of the final decision in writing to the
air pollution control agency of the
State in which the smelter is located.

§ 57.816 Effect of negative recom-
mendation.

No waiver of the interim requirement
for the use of constant controls shall
be granted by the Administrator or a
State unless the Administrator or a
State first takes into account the Ad-
ministrator’s report, findings, and rec-
ommendations as to whether the use of
constant controls would be so costly as
to necessitate permanent or prolonged
temporary cessations of operation of
the smelter.

APPENDIX A TO PART 57—PRIMARY NON-
FERROUS SMELTER ORDER (NSO) AP-
PLICATION

INSTRUCTIONS

1. General Instructions
1.1 Purpose of the Application
1.2 NSO Financial Tests
1.3 Confidentiality
2. NSO Financial Reporting Overview
2.1 Revenue and Cost Assignment
2.2 Transfer Prices on Affiliated Party

Transactions
2.3 Forecasting Requirements
2.4 EPA Furnished Forecast Data
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2.5 Applicant Generated Forecasts
2.6 Weighted Average Cost of Capital for

Nonferrous Metal Producers
2.7 Horizon Value
2.8 Data Entry
2.9 Use of Schedules
2.10 Use of Exhibits

DETAILED INSTRUCTIONS FOR EACH SCHEDULE

A.1 Historical Revenue Data
A.2 Historical Cost Data
A.3 Historical Profit and Loss Summary
A.4 Historical Capital Investment Summary
B.1 Pre-Control Revenue Forecast
B.2 Pre-Control Cost Forecast
B.3 Pre-Control Forecast Profit and Loss

Summary
B.4 Constant Controls Revenue Forecast
B.5 Constant Controls Cost Forecast
B.6 Constant Controls Forecast Profit and

Loss Summary for the Profit Protection
Test

B.7 Profit Protection Test
C.1 Constant Controls Forecast Profit and

Loss Summary for the Rate of Return
Test

C.2 Constant Controls Sustaining Capital In-
vestment Forecast

C.3 Historical Capital Investment in Con-
stant Dollars

C.4 Rate of Return Test
C.5 Horizon Value of Cash Flows for the Rate

of Return Test
D.1 Interim Controls Revenue Forecast
D.2 Interim Controls Cost Forecast
D.3 Interim Controls Forecast Profit and

Loss Summary
D.4 Interim Controls Sustaining Capital In-

vestment Forecast
D.5 Cash Proceeds from Liquidation
D.6 Permanent Waiver from Interim Controls

Test
D.7 Horizon Value of Cash Flows for the In-

terim Controls Test

1. General Instructions

1.1 Purpose of the application. This appli-
cation provides financial reporting schedules
and the accompanying instructions for
EPA’s determination of eligibility for a non-
ferrous smelter order (NSO), and for a waiver
of the interim constant controls requirement
of an NSO. Although the determination of
eligiblity for an NSO is prequisite for the de-
termination of a waiver, appendix A, as a
matter of convenience to applicants, in-
cludes both the NSO and waiver tests and re-
porting schedules.

In order to support an NSO eligibility de-
termination, the applicant must submit op-
erating and financial data as specified by the
schedules included in this application. Spe-
cific instructions for completing each sched-
ule are provided in subsequent sections of
the instructions. In general, applicants must
provide:

(a) Annual income statements, balance
sheets and supporting data covering the five
most recent fiscal years for the smelter for
which the NSO requested.

(b) Forecasts of operating revenues, oper-
ating costs, net income from operations and
capital investments for the firm’s smelter
operations subject to this application, on the
basis of anticipated smelter operations with-
out any sulfur dioxide air pollution control
facilities that have not been installed as of
the NSO application date.

(c) Forecasts of operating revenues, oper-
ating costs, net income from operations and
capital investments for the firm’s smelter
operations subject to this application, on the
basis of anticipated smelter operations with
expected additional sulfur dioxide control fa-
cilities required to comply with the smelt-
er’s SIP emission limitation.

(d) For smelters applying for a waiver of
interim constant controls, forecasts of oper-
ating revenues, operating costs, and capital
investments for the firm’s smelter oper-
ations prepared on the basis of two alter-
native assumptions: (1) Installation of addi-
tional pollution control facilities required to
comply with interim constant control re-
quirements, no installation of any additional
SO2 controls that the smelter would other-
wise be required to install but for the
issuance of an NSO, and closure of the smelt-
er after January 1, 1988; and (2) installation
of additional pollution control facilities re-
quired to comply with interim constant con-
trol requirements, installation of any addi-
tional SO2 controls required to comply with
the smelter’s SIP emission limitation by
January 2, 1988, and continued operation of
the smelter after January 1, 1988.

1.2 NSO financial tests. EPA will use sepa-
rate tests to determine eligibility for an NSO
and to evaluate applications for a waiver of
the interim constant control requirement.
The two tests for NSO eligibility employ a
present value approach for determining the
reasonable availability of constant control
technology that will enable an applicant to
achieve full compliance with its SIP sulfur
dioxide emission limitation. The tests for
the waiver of the interim constant control
requirements employ variable costing and
discounted cash flow standards for evalu-
ating an applicant’s economic capability to
implement those requirements.

1.2.1 NSO Eligibility Tests. Each applicant
must establish that the system of production
and/or constant control technology that will
enable the smelter to achieve full compli-
ance with its SIP SO2 emission limitation
standard is not reasonably available. An ap-
plicant will determine financial eligibility
for an NSO by passing at least one of the fol-
lowing two tests.

(a) Profit Protection Test. The smelter will
experience a reduction in pre-tax profits of 50
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percent or more after undertaking the re-
quired installation of constant controls.

(b) Rate of Return Test. The smelter will
earn a rate of return on historical net invest-
ment, expressed in constant dollars, below
the industry average cost of capital after un-
dertaking the required installation of con-
stant controls.

1.2.2 Temporary Waiver from Interim Controls.
Applicants that do not have an existing con-
stant control system or whose constant con-
trols are not sufficient when in operation
and optimally maintained to treat all strong
streams in accordance with subpart C, may
apply for a waiver of the requirements of
subpart C with respect to any interim con-
stant controls not already installed. Appli-
cants will be eligible for a temporary waiver
of the requirement for interim constant con-
trols not already installed, if they can estab-
lish pursuant to the procedures in this appli-
cation that the imposition of such control
requirements would economically neces-
sitate closure of the smelter facility for a pe-
riod of one year or longer. The economic jus-
tification for a non-permanent closure under
this temporary waiver test is defined as a
situation in which the smelter’s projected
operating revenues for one or more years
during which the NSO is in effect are inad-
equate to cover variable operating costs an-
ticipated after installing the required in-
terim control technology. Temporary waiv-
ers will be granted for only the period of
time over which applicants can establish an
inability by the firm to cover its variable op-
erating costs. Interim control waiver re-
quests based on the smelter’s projected in-
ability to earn adequate income after instal-
lation of interim pollution control equip-
ment will be subject to the permanent waiv-
er test.

1.2.3 Permanent Waiver from Interim Con-
trols. Applicants that do not have an exist-
ing constant control system or whose con-
stant controls are not sufficient when in op-
eration and optimally maintained to treat
all strong streams in accordance with sub-
part C, may apply for a waiver of the re-
quirements of subpart C with respect to any
interim constant controls not already in-
stalled. Applicants will be eligible for a per-
manent waiver of the requirement for in-
terim constant controls not already in-
stalled, if they can establish pursuant to the
procedures in this application that an impo-
sition of such control requirements would
necessitate permanent closure of the smelt-
er. Economic justification for a permanent
closure is defined as a situation in which the
present value of future cash flows antici-
pated from the smelter after installing the
required interim control technology is less
than the smelter’s current salvage value
under an orderly plan of liquidation. Future
cash flows are determined under two alter-
native assumptions. The higher present

value of cash flows computed under these as-
sumptions is then compared to salvage
value.

1.2.4 EPA Contact for NSO Inquiries. In-
quiries concerning this portion of the re-
quirements for NSO application should be
addressed to Laxmi M. Kesari, Environ-
mental Protection Agency, EN 341, 401 M
Street SW., Washington, DC 20460.

1.2.5 Certification. The NSO Certification
Statement must be signed by an authorized
officer of the applicant firm.

1.3 Confidentiality. Applicants may request
that information contained in this applica-
tion be treated as confidential. Agency regu-
lations concerning claims of confidentiality
of business information are contained in 40
CFR part 2, subpart B (41 FR 36902 et seq.,
September 1, 1976, as amended by 43 FR 39997
et seq., September 8, 1978). The regulations
provide that a business may, if it desires, as-
sert a business confidentiality claim cov-
ering part or all of the information furnished
to EPA. The claim must be made at the same
time the applicable information is sub-
mitted. The manner of asserting such claims
is specified in 40 CFR 2.203(b). Information
covered by such a claim will be handled by
the Agency in accordance with procedures
set forth in the subpart B regulations. EPA
will not disclose information on a business
that has made a claim of confidentiality, ex-
cept to the extent of and in accordance with
40 CFR part 2, subpart B. However, if no
claim of confidentiality is made when infor-
mation is furnished to EPA, the information
may be made available to the public without
notice to the business.

2. NSO Financial Reporting Overview

2.1 Revenue and Cost Assignment. The
amounts assigned to operations of the smelt-
er subject to this NSO application should in-
clude (1) revenues and costs directly attrib-
utable to the smelter’s operating activities
and (2) indirect operating costs shared with
other segments of the firm to the extent that
a specific causal and beneficial relationship
can be identified for the allocation of such
costs to the smelter. Do not allocate reve-
nues and costs associated with central ad-
ministrative activities for which specifc
causal and beneficial relationships to the ac-
tivities of the smelter cannot be established.
Nonallocable items include, but are not re-
stricted to, amounts such as dividend and in-
terest income on centrally administered
portfolio investments, central corporate ad-
ministrative office expenses and, except for
schedules supporting the Profit Protection
Test, interest on long-term debt financing
arrangements. Provide a detailed expla-
nation of amounts classified as nontraceable
on a separate schedule and attach as part of
Exhibit B.

2.2 Transfer Prices on Affiliated Part
Transactions. Certain transactions by the
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1 The derivation of this figure is explained
in two memoranda to EPA (Item Nos. II–A–
1 and IV–A–6a in EPA Docket No. A–82–35).

smelter subject to an NSO application may
reflect sales to or purchases from ‘‘affili-
ated’’ customers or suppliers with whom the
smelter has a common bond of ownership
and/or managerial control. In preparing this
application, affiliated party transactions
shall be defined as transactions with any en-
tity that the firm, or its owners, controls di-
rectly or indirectly either through an owner-
ship of 10 percent or more of the entity’s vot-
ing interests or through an exercise of mana-
gerial responsibility. Applicants must attach
as part of Exhibit B supporting schedules ex-
plaining the pricing policies established on
affiliated party transactions incorporated in
the financial reporting schedules.

Prices on inter-segment material and prod-
uct transfers within a firm, or on external
purchases from and sales to other affiliated
suppliers and customers, may differ from the
prices on comparable transactions with unaf-
filiated suppliers and customers. In this
event, applicants also must present in the
Exhibit B supporting schedules and incor-
porate in the NSO financial reporting sched-
ules appropriate adjustments for restating
affiliated party transactions. Affiliated
party transactions must be restated at ei-
ther (a) equivalent prices on comparable
transactions with unaffiliated parties if such
price quotations can be obtained or (b) prices
that provide the selling entity with a normal
profit margin above its cost of sales if a
meaningful comparison with unaffiliated
transaction prices cannot be established.

A ‘‘normal’’ profit margin is defined as the
gross operating profit per dollar of operating
revenue that will provide an average after-
tax rate of return on permanent capital
(total assets less current liabilities). This av-
erage rate of return is defined differently for
the historical and forecast periods. The ap-
plicant must use a rate of return of 8.0 per-
cent for the historical period. This figure is
based on a historoical average earned rate of
return for the nonferrous metals industry.1

EPA may update this figure periodically.
The updates will be available in the rule-
making docket or from the INFORMATION
CONTACT noted in the FEDERAL REGISTER.
For the forecast period, the applicant must
use a rate of return equal to the current
weighted average cost of capital for the non-
ferrous metals industry, as computed in Sec-
tion 2.6.

Forecast smelting charges for integrated
smelters can be computed from forecast mar-
ket smelting charges. Integrated copper
smelters may use as the basis of their fore-
cast revenues the forecast copper smelting
charges provided by EPA, adjusted as de-
scribed in Section 2.4.1. An applicant may

submit other forecasts, providing the fore-
cast methodology is in accordance with the
guidelines in Section 2.5 and fully docu-
mented as part of Exhibit B.

2.3 Forecasting Requirements. NSO appli-
cants must provide the Agency with finan-
cial forecasts in Schedules B.1 through B.6
and C.1 through C.2. Applicants requesting
either a temporary or permanent waiver
from interim constant control requirements
also must provide an additional set of finan-
cial forecasts in Schedules D.1 through D.4.

2.3.1 Forecast Period. The forecast period
must include at least two full years fol-
lowing completion and startup of the re-
quired pollution control system. The fore-
cast period shall be from 1984 through 1990
for an NSO application filed in 1984. If an ap-
plication is filed in a later year, the 1984
through 1990 period should be adjusted ac-
cordingly. All references in this appendix to
the period 1984 through 1990 should be inter-
preted accordingly.

2.3.2 Forecast Adjustment by Control Case.
Some line items that have the same title in
several schedules may contain different in-
formation because they are based on dif-
ferent assumptions regarding pollution con-
trols. Production interruptions or curtail-
ments due to the installation of pollution
control facilities may require adjustmens to
certain revenue and cost estimates in the
repective control cases. For example, pro-
duction curtailments associated with supple-
mentary control systems may be the basis
for the pre-control case, yet are eliminated
when constant controls replace supple-
mentary control systems in the constant
controls case. The application of pollution
control techniques that involve process
changes in the smelter’s operations (e.g.,
conversion to flash smelting) also may re-
quire specific forecasts by applications of as-
sociated impacts on incremental operating
revenues and costs.

2.3.3 Nominal Dollar Basis. Applicants
must make their financial forecasts in terms
of nominal dollars. Forecasts of selected pa-
rameters provided by EPA will furnish
quidelines to an applicant in preparing the
required cost and revenue estimates. In par-
ticular, copper smelting charges provided in
nominal-dollar terms must be used dierctly
by the applicant as given; i.e., the stipulated
charge estimates should not be inflated.

2.3.4 Tolling Service Equivalent Basis. Ap-
plicants must express all revenue forecasts
on a tolling service equivalent basis. Thus,
forecast revenues are computed as the prod-
uct of the forecast quantity of processed con-
centrate, the forecast average product grade
of the concentrate (the percent of metal in
the concentrate), and the forecast smelting
charge. Smelters that are not tolling smelt-
ers and that do not use the copper smelting
charges provided by EPA (as described in
Section 2.4.1) can forecast a smelting charge
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from forecast product grade of the con-
centrate, percent recovery, and product and
concentrate prices. The forecast prices and
derivation of the smelting charge must be in
accordance with the guidelines in Section
2.5, and the methodology must be fully docu-
mented in Exhibit B.

2.4 EPA Furnished Forecast Data. In mak-
ing projection for the period 1984 through
1990, applicants must, except as noted below,
use the indices provided by EPA. The table

below presents yearly values for each index
(expressed as annual percentage rates of
change) to be used by smelters applying for
an NSO before January 1, 1985. If forecasts
are needed for 1991 and EPA has not provided
new forecasts, applicants should use the
Data Resources, Inc. forecasts for 1991 (Dock-
et Item No. IV–A–6c) and the average of
CRU’s forecasts for 1989 and 1990 (expressed
in 1991 dollars).

1984 1985 1986 1987 1988 1989 1990

Copper smelting charge 1 (cents per pound) ...................................... 14.5 14.6 16.0 15.3 15.3 15.5 15.4
Annual Percentage Rates of Change

Wages ................................................................................................. 5.0 5.7 5.8 6.1 6.4 6.7 7.0
Energy prices:

Electricity .............................................................................. 7.0 8.8 8.1 8.3 7.1 4.9 5.5
Natural gas ........................................................................... 3.6 5.7 9.3 8.7 9.2 8.0 8.4
Coal ...................................................................................... 5.1 7.0 8.9 9.0 9.7 9.7 9.7
Fuel oil .................................................................................. 1.6 4.2 7.7 6.8 9.8 9.5 9.9

GNP price deflator .............................................................................. 4.8 5.0 5.0 5.2 5.8 5.8 5.9

1 Reference charge for calculating smelter-specific copper smelting charges as described in Section 2.4.1.

2.4.1 Copper smelting charge. EPA will sup-
ply a forecast of reference copper smelting
charges. These charges, which are f.o.b. U.S.
mine, are based on an estimate of export
smelting charges and on the differential
value of copper in the U.S. and the world
market. They must be used in forecasting
unaffiliated party revenues for the period
following the expiration of existing con-
tracts and in forecasting affiliated party rev-
enues for the entire forecast period. The ap-
plicant may submit its own smelting charge
forecast for the post-contract period, pro-
vided that such forecast is in accordance
with the guidelines in Section 2.5 and fully
documented and substantiated as part of Ex-
hibit B.

The EPA forecast export charge represents
the world market copper smelting charge
with copper valued at the London Metal Ex-
change (LME) copper price. This charge
serves as the reference charge for the appli-
cant copper smelter in calculating its smelt-
ing charges. Applicant copper smelters must
derive their smelting charges from this
world market charge as described in para-
graph (a) below.

The applicant may adjust the derived
smelter-specific smelting charge to account
for other factors, provided the adjustments
are fully documented as part of Exhibit B.
An example of such a factor is the unit de-
duction for metallurgical losses in smelting.
Adjustment for this factor is discussed in
paragraph (b) below.

(a) The derivation of a smelter-specific
smelting charge from the world market
charge is based on assumptions regarding
transportation costs and the U.S. producer-
world copper price differential. The EPA
forecast export charge is the forecast smelt-

ing charge available at a Japanese smelter,
with copper valued at the London Metal Ex-
change copper price. The charge includes no
freight costs, which must be paid by the
mine. A U.S. smelter determines its smelting
charge to a mine by meeting the combined
world market smelting charge, adjusted to
reflect copper valued at the U.S. producer
price, and the transportation charge from
the mine to the Japanese smelter. This com-
bined price is the highest that a mine is will-
ing to pay for smelting.

The smelter’s net smelting charge is equal
to the combined world smelting charge, ad-
justed to the U.S. producer price for copper
(i.e., the export forecast charge plus the U.S.
producer price premium), and the transpor-
tation cost between the mine and a Far East
smelter, minus the cost of transporting the
concentrate between the mine and the appli-
cant smelter.

The applicant smelter’s net smelting
charge for concentrate from an individual
mine is computed by first adding the U.S.
producer Price-LME world price differential
to the EPA-supplied forecast. The cost of
transporting copper from the U.S. mine to
the Far East is then added to this figure. The
net smelting charge is obtained by sub-
tracting from this total the cost of trans-
porting copper from the mine to the appli-
cant smelter. In making these calculations,
an applicant must supply (and fully docu-
ment in Exhibit B), the freight cost between
the mine and the Far East and between the
mine and the smelter. This freight cost must
be converted to nominal dollars of the re-
spective forecast years by applying the GNP
percentage price change forecasts supplied
by EPA or smelter-provided forecasts of
transportation price changes. The smelter-
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2 Documentation of the EPA forecasts is
provided as part of Item NO. IV–A–2 in EPA
Docket No. A–82–35.

provided forecasts of transportation price
changes must comply with guidelines regard-
ing such forecasts in Section 2.5.

An applicant must use a 3 cent per pound
U.S. producer price premium (relative to the
LME price) in calculating the smelter’s net
smelting charge. The applicant may sub-
stitute its own forecasts of the U.S. producer
price premium if it can substantiate such
forecasts in accordance with the guidelines
in Section 2.5 regarding applicant-provided
smelting charge forecasts of principal prod-
ucts. All supporting documentation for such
applicant-supplied forecasts must be sup-
plied in Exhibit B. Any updates of the pro-
ducer price premium will be available in the
rulemaking docket or from the INFORMA-
TION CONTACT noted in the FEDERAL REG-
ISTER.

The following two representative examples
illustrate this methodology for making the
transportation and U. S. producer price pre-
mium adjustment.

(1) The applicant smelter, located in Ari-
zona, obtains concentrate from an adjacent
mine. The freight charge from mine to
smelter is zero. The mine is willing to pay
the applicant smelter an amount no higher
than the sum of the world market smelting
charge (adjusted for the copper value dif-
ferential) and the transportation cost of
shipping copper from the mine to the Far
East. This combined cost is the net charge
received by the applicant smelter. If the ex-
port smelting charge is 12 cents per pound
and the freight cost between the mine and
the Far East is 13 cents per pound, the appli-
cant smelter would calculate a net smelting
charge equal to 28 cents: 12 cents plus 3 cents
(for the U.S. producer price premium) plus 13
cents (for the freight cost between the mine
and the Far East).

(2) The applicant smelter obtains con-
centrate from a nonadjacent mine. The mine
will pay a charge no higher than the total
market smelting charge, valued at the U.S.
producer price, and the transportation costs
between the mine and a Far East smelter.
The applicant’s net smelting charge is equal
to this combined cost minus the transpor-
tation costs for shipping the concentrate be-
tween mine and applicant smelter.

Suppose that the mine to Far East freight
charge is 13 cents per pound and the mine to
applicant smelter freight charge is 4 cents
per pound. If the export smelting charge is 12
cents per pound, the net smelting charge is
equal to 24 cents per pound: 12 cents plus 3
cents (for the U.S. producer price premium)
plus 13 cents (for the freight cost to the Far
East) minus 4 cents (for the freight cost to
the applicant smelter).

(b) The EPA forecast charges are based on
a one unit deduction for metallurgical
losses. This means that if a concentrate
grades 25 percent copper, the mine is only
credited with 24 percent for metal return.

The one unit deduction on 25 percent con-
centrate is equivalent to a 96 percent pay-
ment for contained copper. Should a smelter
recover less than 96 percent, its revenue
would be less than the EPA forecast smelt-
ing charge. Should a smelter recover more
than 96 percent, its revenue would be greater
than the EPA forecast smelting charge.

2.4.2 Indices (Annual Percentage Changes).
These indices, which are expressed as annual
percentage rate changes in price (wages, en-
ergy prices, and GNP price deflator) must be
used only for estimating the rate of price in-
creases for the forecast period following the
expiration of the applicant’s current con-
tracts. The applicant may use alternative
forecasts of annual percentage changes for
the forecast period following the expiration
of current contracts, if justification is pro-
vided. Any such alternative forecasts must
be prepared by a widely-recognized fore-
casting authority with expertise comparable
to that of the forecaster relied upon by EPA.
In addition, the documentation of these fore-
casts must be comparable to that provided
by EPA’s forecaster.

The wage indices are to be applied to wage
paid to manufacturing labor. The energy
price indices are to be applied to prices of
the respective energy products. The GNP
price deflators are to be applied to prices for
non-metal, non-labor, and non-energy inputs.

2.5 Applicant Generated Forecasts. Within
the specified limitations, applicants may
submit a method of forecasting smelting
charges and by-product, co-product and
other prices. The method selected must be
explained and unit prices or costs provided
where applicable. The forecast elements
must be compatible with an applicant’s his-
torical cost and revenue elements to permit
direct comparisons of historical and forecast
data. Applicants must attach as part of Ex-
hibit B appropriate schedules explaining
variances between forecast and historical
unit costs for the smelter.

Forecasts of the smelting charges of the
smelter’s principal product (i.e., copper,
lead, zinc, etc.) may be prepared either by an
independent forecasting authority or by the
smelter’s in-house personnel. If the forecasts
are prepared by an independent forecasting
authority, the following conditions must be
satisfied: (1) The forecasting authority must
have expertise comparable to that of the
forecaster relied upon by EPA. (2) As much
documentation of the forecasting method-
ology as can reasonably be obtained must be
made available to EPA. Such documentation
must, at a minimum, be comparable to the
documentation supporting EPA smelting
charge forecasts. 2
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3 The derivation of the formula and the
basis of the parameters are explained in two
memoranda to EPA (Item Nos. II–A–1 and
IV–A–6a in EPA Docket No. A–82–35).

If the smelting charge forecasts are pre-
pared by in-house personnel, the following
conditions must be met: (1) The in-house
forecasts must be certified as being based on
sound methodology by an independent fore-
casting authority with expertise comparable
to that of the forecaster who prepared the
EPA-supplied smelting charges. The inde-
pendent forecasting authority shall also pro-
vide a brief explanation of the basis for the
conclusion reached in the certification. (2)
The smelter owner shall provide EPA with
the documentation of the forecasting meth-
odology employed, which must at a min-
imum be comparable to the extent of docu-
mentation supporting EPA’s smelting charge
forecasts. The smelter owner shall also make
available upon request by EPA such addi-
tional documentation of the methodology
and underlying data as EPA considers appro-
priate for evaluation of the forecasts.

Forecasts of freight cost changes, which
are applied to the freight costs used in calcu-
lating a smelter’s net smelting charges,
must be prepared by a widely-recognized
forecasting authority. The forecaster’s ex-
pertise must be comparable to that of the
forecaster relied upon by EPA in forecasting
the annual percentage changes in wages, en-
ergy prices, and GNP. The documentation of
these forecasts must be comparable to that
provided by EPA’s forecaster.

To the maximum extent practicable, by-
product, co-product and (when applicable)
unaffiliated smelting charges must be stated
at market prices adjusted to f.o.b. smelter.
Adjustments of these pricing bases must be
made to reflect differences in grades and
types of production. All adjustments must be
consistent with expected sales, grades and
types of concentrate processed. Applicants
must attach as part of Exhibit B schedules
describing and explaining the methods used
to forecast these revenue items and the ad-
justments required for these revenue fore-
casts.

Applicants must explain fully any changes
from the historical data that are required to
forecast labor productivity, ore-concentrate
grade and composition, materials and energy
consumption per unit of output, yield rates
and other physical input/output relation-
ships.

Existing contractual terms must be used in
forecasting those sales or input costs or
prices to which the applicant is committed
by contracts. The use of contract-dictated
prices must be disclosed and supported by at-
taching as part of Exhibit B the terms and
duration of labor and other supplier arrange-
ments.

Cost of compliance estimates need not be
to the accuracy of final design/bid estimates;
feasibility grade estimates will be accept-
able. Updated cost of compliance estimates
used in internal five year plans or specially

prepared estimates of costs of compliance
will generally be satisfactory.

2.6 Weighted Average Cost of Capital for
Nonferrous Metal Producers. The industry
average cost of capital is a weighted average
of the rates of return for equity and debt. Its
components are the interest rate and the re-
turn on equity specific to the nonferrous
metals industry.

2.6.1 Computation.3 The applicant must
compute the cost of capital according to the
following formula:
R = (0.65×E)+(0.182×I)

where

R = weighted average cost of capital
E = return on equity
I = interest rate.

The components are calculated as follows.
(a) Return on equity for the nonferrous metals

industry. The 20 year Treasury bond yield to
maturity plus a risk premium of 8.6 percent.

(b) Interest Rate. The 20 year Treasury bond
yield to maturity plus a risk premium of 3.0
percent.

(c) Source of the 20 Year Treasury bond yield.
Federal Reserve Bulletin, most recent monthly
issue. Use the average yield for the most re-
cent full month.

2.6.2 Discount Factor. The discount factor
corresponding to the weighted average cost
of capital for any forecast year is computed
according to the following equation:

DF
R

N=
+
1

1( )
where

DF = discount factor
R = weighted average cost of capital
N = the number of years in the future (e.g.,

for the applicant applying in 1984, N = for
the forecast year 1985).

The horizon value, which is described in
Section 2.7, is computed as of 1990, the end of
the detailed forecast period. The discount
factor to be applied to the horizon value is
the same as for any other 1990 figure. For ex-
ample, if the application is made in 1984, the
value of N is 7.

2.7 Horizon Value. The horizon value is the
present value of a stream of cash flows or net
income for 15 years beyond the last forecast
year. Applicants must compute the horizon
value by capitalizing the average forecast
value of the last two forecast years using the
current real weighted cost of capital. The
line item instructions for schedules having a
horizon value entry will specify the values to
be capitalized.
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The applicant averages the values of the
last two years after expressing both values
in terms of the last year’s dollars. The two-
year average value is then multiplied by 9.6.
This is the factor associated with capital-
izing a 15 year value stream at the current
real weighted cost of capital of 6.2 percent.

Applicants must use a separate schedule to
calculate the horizon value for the Rate of
Return Test and the Interim Controls Test
(Schedule C.5 and D.7, respectively). These
separate schedules adjust for potential over-
statements in the horizon value cash flows
that may be caused by control equipment de-
preciation reported for tax purposes.

2.8 Data Entry
2.8.1 Rounding. All amounts (including

both dollar values and physical units) re-
ported in the schedules and exhibits accom-
panying this application must be rounded to
the nearest thousand and expressed in thou-
sands of dollars or units unless otherwise in-
dicated in the instructions.

2.8.2 Estimates. Where an applicant’s
records cannot produce the specific data re-
quired by this application, the use of esti-
mates will be allowed if a meaningful esti-
mate can be made without significant distor-
tion of the reported results. Data estimates
must be supported by attaching on a sepa-
rate sheet of paper as a part of Exhibit B an
explanation identifying where such esti-
mates are used and showing explicitly how
the estimates were made.

2.8.3 Missing Data. Applicants must pro-
vide, where applicable, all operating and fi-
nancial data requested by this application.
Only substantially complete applications
can be accepted for processing by the Agen-
cy. Questions concerning data entries for
which information is not provided by or can-
not reasonably be estimated from the appli-
cant’s existing accounting records should be
addressed to the EPA Contact for NSO In-
quiries.

2.8.4 Historical Period. The annual data re-
quested in the historical schedules, Sched-
ules A.1 through A.4, must be reported for
each of the five fiscal years immediately pre-
ceding the year in which this application is
filed. The historical period shall be from fis-
cal years 1979 through 1983 for an NSO appli-
cation filed in 1984. If an application is filed
in a later year, the references in this appen-
dix to the period 1979 through 1983 should be
interpreted accordingly.

2.9 Use of schedules. All applicants must
complete Schedules A.1 through A.4, which
record historical revenues, cost, and capital
investment data. These schedules will be
used by EPA to assist in evaluating forecast
data. Completion of the remaining schedules
depends on the test required of the applicant.

2.9.1 NSO Eligibility. An NSO applicant
must pass one of the following two tests and
complete the corresponding schedules.

(a) Profit Protection Test. The applicant
must complete Schedules B.1 through B.7 to
determine eligibility under the Profit Pro-
tection Test. Schedules B.1 and B.2 report
the base case (without constant controls)
revenue and cost forecast, respectively, and
Schedule B.3 summarizes Schedules B.1 and
B.2. Base case production forecasts should
reflect any production curtailments associ-
ated with interim controls currently
(preforecast) installed on smelters. Sched-
ules B.4 and B.5 report the revenue and cost
forecast, respectively, for the constant con-
trols case, and Schedule B.6 summarizes
Schedules B.4 and B.5 for the Profit Protec-
tion Test.

Schedule B.7 presents the calculations for
the Profit Protection Test. The applicant en-
ters the forecast profits from Schedules B.3
and B.6. The present value of the forecast
profits is then computed for each case. If the
present value of forecast pre-tax profits with
constant controls is less than 50 percent of
the present value of forecast pre-tax profits
without controls (base case) the smelter
passes the test and is eligible for an NSO.
The smelter also passes the test if the
present value of forecast pre-tax profits
without controls (base case) is negative.

(b) Rate of Return Test. The applicant must
complete Schedules B.4, B.5, and C.1 through
C.5 to determine eligibility under the Rate of
Return Test. Schedules B.4 and B.5 report
the revenue and cost forecast, respectively,
for the constant controls case, and Schedule
C.1 summarizes Schedules B.4 and B.5 for the
Rate of Return Test. Schedule C.2 reports
forecast sustaining capital investment for
the constant controls case. Schedule C.3 re-
ports historical net investment for the most
recent fiscal year expressed in constant dol-
lars, i.e., dollars of the year in which the ap-
plication is made.

Schedule C.4 presents the calculations for
the Rate of Return Test. The applicant re-
ports in Schedule C.4 the forecast cash flows
from Schedules C.1 and C.2 and the horizon
value from Schedule C.5, computes their
present value, and subtracts the value of in-
vested capital in constant dollars (taken
from Schedule C.3) to yield net present
value. If the net present value is less than
zero, the smelter passes the test and is eligi-
ble to receive an NSO. This result indicates
that the smelter is expected to earn a rate of
return less than the industry average cost of
capital.

2.9.2 Interim Control Waivers. An applicant
for a waiver from interim controls must
complete either a portion or all of Schedules
D.1 through D.7, depending on whether the
application is for a temporary or permanent
waiver.

(a) Temporary Waiver from Interim Controls
Test. The applicant must complete Schedules
D.1 through D.3 to establish eligibility for a
temporary waiver from interim controls.

VerDate 11<MAY>2000 12:35 Aug 16, 2000 Jkt 190140 PO 00000 Frm 00169 Fmt 8010 Sfmt 8002 Y:\SGML\190140T.XXX pfrm08 PsN: 190140T



170

40 CFR Ch. I (7–1–00 Edition)Pt. 57, App. A

Schedules D.1 and D.2 report forecast rev-
enue and cost data under the assumption of
installation of interim constant control
equipment and no installation of any addi-
tional SO2 controls that the smelter would
otherwise be required to install but for the
issuance of the NSO. Schedule D.3 summa-
rizes Schedules D.1 and D.2 and calculates
gross operating profit. If gross operating
profit is negative for any year during which
the NSO is in effect, the applicant is eligible
for a temporary waiver.

(b) Permanent Waiver from Interim Controls
Test. The applicant must complete Schedules
D.1 through D.7. All schedules except for
Schedule D.5 must be completed twice, based
on two alternative assumptions: (1) installa-
tion of interim constant control equipment,
no installation of any additional SO2 con-
trols that the smelter would otherwise be re-
quired to install but for the issuance of the
NSO, and closure of the smelter after Janu-
ary 1, 1988; and (2) installation of interim
constant control equipment, installation of
any additional SO2 controls required to com-
ply with the smelter’s SIP emission limita-
tion by January 2, 1988, and continued oper-
ation of the smelter after January 1, 1988.

Schedules D.1 and D.2 report forecast rev-
enue and cost data under each assumption.
Schedule D.3 summarizes Schedules D.1 and
D.2, and Schedule D.4 reports forecast sus-
taining capital under each assumption.
Schedule D.5 reports cash proceeds from liq-
uidation.

Schedule D.6 presents the calculations for
the permanent waiver test. In Schedule D.6,
the applicant reports cash flow projections
from Schedules D.3 and D.4 and the horizon
value from Schedule D.7, computes their
present value and subtracts the current sal-
vage value (taken from Schedule D.5) to
yield net present value. The higher of the
two net present value figures computed
under the two alternative assumptions must
be used in the test. If the higher net present
value figure is negative, the applicant is eli-
gible for a permanent waiver.

2.10 Use of exhibits. In addition to data re-
quired by the schedules included in this ap-
plication, the following information must be
attached as exhibits.

2.10.1 Exhibit A. Background information
on the firm’s organizational structure and
its associated accounting and financial re-
porting systems for primary nonferrous ac-
tivities. This information must include,
where applicable, the firm’s:

(a) Operating association with an owner-
ship control in consolidated subsidiaries, un-
consolidated subsidiaries, joint ventures and
other affiliated companies.

(b) Organizational subdivision of its pri-
mary nonferrous activities into profit cen-
ters, cost centers and/or related financial re-
porting entities employed to control the op-

eration of its mines, concentrators, smelters,
refineries and other associated facilities.

(c) Material and product flows among the
smelter subject to this NSO application,
other integrated facilities and its affiliated
suppliers and/or customers. In the case of in-
tegrated facilities, applicants must provide
process flow diagrams depicting the oper-
ating interrelationships among its mines,
concentrators, smelters, refineries and other
integrated facilities. For both integrated and
nonintegrated facilities, applicants also
must describe the proportion contributed to
its primary nonferrous activities by material
purchases from and product sales to affili-
ated suppliers and customers.

(d) Annual operating capacity over the five
most recent fiscal years for the smelter sub-
ject to this application. Operating capacity
must be defined in terms of the total quan-
tity of throughput that could have been
processed with the available facilities after
giving appropriate allowance to normal
downtime requirements for maintenance and
repairs. Operating capacity data also must
consider both capacity balancing require-
ments among processing steps and annual
processing yield rates attainable for each fa-
cility.

(e) Weighted average analysis of con-
centrates processed and tonnage produced
annually over each of the five most recent
fiscal years by the smelter subject to this ap-
plication.

(f) Accounting system and policies for re-
cording investment expenditures, operating
revenues, operating costs and income taxes
associated with its primary nonferrous ac-
tivities. Applicants also must provide a com-
plete description of allocation techniques
employed for assigning investments, reve-
nues, costs and taxes to individual profit,
cost of departmental centers for which costs
are accumulated. Applicants must further
indicate the relationship of cost and/or de-
partmental accounting entities to the firm’s
established profit centers.

(g) Annual five-year operating and capital
expenditure plans (or budgets) by individual
nonferrous profit center. These documents
must include previous plans prepared for the
five preceding fiscal years as well as the cur-
rent one-year and five-year operating and
capital expenditure plans. At least the cur-
rent one-year and five-year plans must pro-
vide a specific breakdown of investment ex-
penditures and operating costs associated
with the operation and maintenance of each
profit center’s existing and proposed pollu-
tion control facilities.

2.10.2 Exhibit B. Supplemental description
and explanation of items appearing in the fi-
nancial reporting schedules. Other parts of
Section 2 and the detailed instructions for
the Schedules specify the information re-
quired in Exhibit B.
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2.10.3 Exhibit C. Financial data documenta-
tion. Applicants must document annual bal-
ance sheet, income statement and supporting
data reported for the firm’s preceding five
fiscal years or for that portion of the past
five years during which the firm engaged in
smelter operations. This documentation
must be provided by attaching to the appli-
cation:

(a) SEC 10–K reports filed by the parent
corporation for each of the preceding five fis-
cal years.

(b) Certified financial statements prepared
on a consolidated basis for the parent cor-
poration and its consolidated subsidiaries.
This requirement may be omitted for those
years in which SEC 10–K reports have been
attached to this Exhibit.

(c) Business Segment Information reports
filed with the Securities and Exchange Com-
mission by the firm for each of the preceding
five years (as available).

Schedule A.1—Historical Revenue Data

General. Use Schedule A.1 to report annual
historical revenue data for fiscal years 1979
through 1983. Revenues include product sales
and associated operating revenues, net of re-
turns and allowances, from smelter sales
and/or transfers of copper, lead, zinc and mo-
lybdenum or other nonferrous metal prod-
ucts and tolling services to both unaffiliated
and affiliated customers. The line items in
Schedule A.1 are explained in the following
instructions.

Lines 01, 14, 27 and 40—Primary Nonferrous
Product Sales. Report for each year the total
quantity of copper, lead, zinc and molyb-
denum or other nonferrous metal product
sales.

Lines 02, 15, 28 and 41—Unaffiliated Customer
Sales. Report for each year the respective
quantities of copper, lead, zinc and molyb-
denum or other nonferrous metal product
sales to unaffiliated customers.

Lines 03, 16, 29 and 42—Unaffiliated Customer
Revenues. Report for each year the total op-
erating revenues derived from smelter sales
of copper, lead, zinc and molybdenum or
other nonferrous metals to unaffiliated cus-
tomers.

Lines 04, 17, 30 and 43—Unaffiliated Customer
Prices. Report for each year the average unit
price received on smelter sales of copper,
lead, zinc and molybdenum or other non-
ferrous metals to unaffiliated customers.
The prices are computed as operating reve-
nues reported on Lines 03, 16, 29 and 42 di-
vided by the quantities reported on Lines 02,
15, 28 and 41, respectively.

Lines 05, 18, 31 and 44—Average Product
Quality Grade. Report for each year the aver-
age quality rating assigned to copper, lead,
zinc and molybdenum or other nonferrous
metal products purchased by the smelter’s
unaffiliated customers.

Lines 06, 19, 32 and 45—Affiliated Customers
Sales. Report for each year the respective
quantities of copper, lead, zinc and molyb-
denum or other nonferrous metal product
sales to affiliated customers.

Lines 07, 20, 33 and 46—Affiliated Customer
Revenues. Report for each year the total op-
erating revenues derived from smelter sales
of copper, lead, zinc and molybdenum or
other nonferrous metals to affiliated cus-
tomers. These revenues should be stated at
prices equivalent to those received on com-
parable sales to unaffiliated customers as de-
scribed in Section 2.2. Attach as part of Ex-
hibit B an explanation of the methodology
used to state affiliated customer revenues.

Lines 08, 21, 34 and 47—Affiliated Customer
Prices. Report for each year the average unit
price received on smelter sales of copper,
lead, zinc and molybdenum or other non-
ferrous metals to affiliated customers. The
prices are computed as operating revenues
reported on Lines 07, 20, 33 and 46 divided by
the quantities reported on Lines 06, 19, 32 and
45, respectively.

Lines 09, 22, 35 and 48—Average Product
Quality Grade. Report for each year the aver-
age quality rating assigned to copper, lead,
zinc and molybdenum or other nonferrous
metal products purchased by the smelter’s
affiliated customers.

Lines 10, 23, 36 and 49—Total Primary Prod-
uct Revenues. Report for each year total op-
erating revenues derived from the smelter’s
sales to unaffiliated and affiliated customers
of copper (Lines 03+07), lead (Lines 16+20),
zinc (Lines 29+33) and molybdenum or other
nonferrous metals (Lines 42+46).

Lines 11, 24, 37 and 50—Transfer Price Adjust-
ments. Report for each year operating rev-
enue adjustments required to equate affili-
ated customer transfer prices with unaffili-
ated customer market prices on smelter
sales of copper, lead, zinc and molybdenum
or other nonferrous metals. Attach as part of
Exhibit B an explanation of the method used
for restating transfer prices where such ad-
justments are necessary.

Lines 12, 25, 38 and 51—Other Revenue Ad-
justments. Report for each year sales returns
and allowances and other adjustments appli-
cable to the smelter’s revenues derived from
copper, lead, zinc and molybdenum or other
nonferrous metal product sales. Attach as
part of Exhibit B a schedule reporting the
types and amounts of such adjustments.

Lines 13, 26, 39 and 52—Adjusted Product
Revenues. Enter for each year the sums of
Lines 10 through 12 for adjusted copper sales
(Line 13), Lines 23 through 25 for adjusted
lead sales (Line 26), Lines 36 through 38 for
adjusted zinc sales (Line 39) and Lines 49
through 51 for adjusted molybdenum or other
nonferrous metal sales (Line 52).

Line 53—Primary Metal Revenues. Enter for
each year the sum of Lines 13, 26, 39 and 52.
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Line 54—Toll Concentrates Processed. Report
for each year the total quantity of toll con-
centrates processed.

Lines 55 to 58—Customer Toll Revenues. Re-
port for each year the quantity of toll con-
centrates processed for unaffiliated cus-
tomers (Line 55), total operating revenues
derived from this processing (Line 56), aver-
age price charged per ton of concentrate
processed (Line 57=Line 56/55) and the aver-
age quality rating assigned to toll con-
centrates processed for unaffiliated cus-
tomers (Line 58).

Lines 59 to 62—Affiliated Customer Toll Reve-
nues. Report for each year the quantity of
toll concentrates processed for affiliated cus-
tomers (Line 59), total operating revenues
derived from such processing (Line 60), aver-
age price charged per ton of concentrate
processed (Line 61=Line 60/59) and the aver-
age quality rating (Line 62) assigned to toll
concentrates processed for affiliated cus-
tomers.

Line 63—Tolling Service Revenues. Enter for
each year the total of amounts reported on
Lines 56 and 60.

Line 64—Transfer Price Adjustments. Report
for each year operating revenue adjustments
required to equate affiliated customer trans-
fer prices with market prices charged to un-
affiliated customers on the smelter’s tolling
services. Attach as part of Exhibit B an ex-
planation of the method used for restating
transfer prices where such adjustments are
necessary.

Line 65—Other Revenue Adjustments. Report
for each year other adjustments applicable
to the smelter’s tolling service revenues. At-
tach as part of Exhibit B a schedule report-
ing the types and amounts of such adjust-
ments.

Line 66—Adjusted Tolling Service Revenues.
Enter for each year the total of Lines 63
through 65.

Line 67—Co-Product Revenues. Report for
each year the net revenues from sales of co-
products derived from the smelter’s oper-
ations. Attach as part of Exhibit B a sched-
ule showing by individual type of co-product,
the quantity produced and sold, market price
per unit of sales and total revenues derived
from the co-product sales.

Line 68—Pollution Control By-product Reve-
nues. Report for each year revenues from the
sale of by-products derived from operation of
the smelter’s pollution control facilities. At-
tach as part of Exhibit B a schedule showing
by type of by-product produced, the quantity
of output, market price received per unit of
output sold and total revenue derived from
the by-product sales.

Line 69—Other By-product Revenues. Report
for each year revenues from the sales of gold,
silver and other by-products derived from
the smelter’s operations. Attach as part of
Exhibit B a schedule providing additional

documentation as specified in the instruc-
tion for Line 68.

Line 70—Total Co-product and By-product
Revenues. Enter for each year the total of
Lines 67 through 69.

Schedule A.2—Historical Cost Data

General. Use Schedule A.2 to report annual
historical cost and input quantities for
smelter operations for fiscal years 1979
through 1983. The line items in Schedule A.2
are explained in the following instructions.

Line 01—Total Quantity Purchased. Report
for each year the total quantity of con-
centrates purchased by the smelter. This will
be sum of Lines 02 and 06. Do not include the
quantity of toll concentrates.

Line 02—Quantity Purchased. Report for
each year the total quantity of concentrates
purchased from unaffiliated suppliers by the
smelter. Attach as a part of Exhibit B a de-
scription of the types and grades of these
concentrates. Do not include the quantity of
toll concentrates.

Line 03—Concentrate Cost. Report for each
year the outlays paid to unaffiliated sup-
pliers for concentrates. Attach as part of Ex-
hibit B an explanation of the method(s) used
in determining these outlays and relation-
ship between concentrate prices and the
types and grades of concentrates purchased
from unaffiliated suppliers.

Line 04—Average Unit Price. Report for each
year the average unit price paid for pur-
chases of concentrates from unaffiliated sup-
pliers. Generally, this value will be equiva-
lent to Line 03 divided by Line 02. If this
equivalency does not hold, attach as a part
of Exhibit B an explanation of the variance.

Line 05—Average Concentrate Grade. Report
for each year the average concentrate grade
of concentrates purchased from unaffiliated
suppliers. Attach as part of Exhibit B an ex-
planation of this average. The average
should correspond to the average price re-
ported in Line 04.

Line 06—Quantity Purchased. Report for
each year the total quantity of concentrates
purchased from affiliated suppliers by the
smelter. Attach as part of Exhibit B a de-
scription of the types and grades of these
concentrates. Do not include the quantity of
toll concentrates.

Line 07—Concentrate Cost. Report for each
year the actual outlays paid to affiliated
suppliers for concentrates. Attach as part of
Exhibit B an explanation of the method(s)
used in determining these outlays and rela-
tionship between concentrate prices and the
types and grades of concentrates purchased
from affiliated suppliers. Do not reflect any
adjustments to market prices here.
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Line 08—Average Unit Price. Report for each
year the average unit price paid for pur-
chases of concentrates from affiliated sup-
pliers. Generally, this value will be equiva-
lent to Line 07 divided by Line 06. If this
equivalency does not hold, attach as part of
Exhibit B an explanation of the variance.

Line 09—Average Concentrate Grade. Report
for each year the average concentrate grade
of concentrates purchased from affiliated
suppliers. Attach as part of Exhibit B an ex-
planation of this average. The average
should correspond to the average price re-
ported in Line 08.

Line 10—Total Concentrate Cost. Enter for
each year the sum of Lines 03 and 07.

Line 11—Transfer Price Adjustments. Enter
for each year the amounts required to adjust
outlays paid to affiliated suppliers to market
value. Refer to Section 2.2 for instructions
on the restatement of affiliated party trans-
actions. Attach as part of Exhibit B a de-
scription and the computations of any re-
quired cost adjustments.

Line 12—Other Cost Adjustments. Enter for
each year the amounts of any other cost ad-
justments required such as freight or allow-
ances. Attach as part of Exhibit B the identi-
fication and the derivation of these adjust-
ments.

Line 13—Adjusted Concentrate Cost. Enter
for each year the adjusted concentrate cost
reflecting the adjustments reported in Lines
11 and 12.

Line 14—Direct Labor Hours. Report for each
year the quantity of direct labor hours re-
quired to support the processing levels pre-
viously reported. Attach as part of Exhibit B
an explanation of the labor productivity fac-
tor involved.

Line 15—Average Hourly Wage Rate. Report
for each year the average wage rate paid per
unit of direct labor input. Attach as part of
Exhibit B a description of direct labor costs
factors under existing labor contracts and an
explanation of the method(s) used to deter-
mine wage rates.

Line 16—Total Wage Payments. Enter for
each year the product of Lines 14 and 15.

Line 17—Supplemental Employee Benefits.
Report adjustments required to direct labor
costs for other employee compensation under
supplemental benefit plans. Attach as part of
Exhibit B a description of such plans and
their costs and an explanation of the meth-
od(s) used to determine such costs.

Line 18—Total Production Labor Cost. Enter
for each year the total of Lines 16 and 17.

Lines 19, 22, 25, 28 and 31—Energy Quantities.
Report for each year the quantity of energy
by type required to support the processing
levels reported in the smelter’s revenue. At-
tach as part of Exhibit B, an explanation of
energy use factors and qualities considered
in determining the smelter’s energy require-
ments.

Lines 20, 23, 26, 29 and 32—Unit Prices. Re-
port for each year a price paid per unit of en-
ergy input by type of energy. Attach as part
of Exhibit B, a description of the energy
price factors under existing energy contracts
and an explanation of the method(s) used to
determine unit energy prices.

Lines 21, 24, 27, 30 and 33—Total Payments.
Enter for each year the products of quantity
and prices paid for electricity (Lines 19×20),
natural gas (Lines 22×23), coal (Lines 25×26),
fuel oil (Lines 28×29), and other (Lines 31×32).

Line 34—Total Energy Costs. Enter for each
year the total of Lines 21, 24, 27, 30 and 33.

Schedule A.3—Historical Profit and Loss
Summary

General. Use Schedule A.3 to report annual
revenues, cost and income taxes assignable
to operation of the smelter subject to this
NSO application for fiscal years 1979 through
1983. Assignable revenues and costs should
include only the results of transactions ei-
ther (1) directly associated with smelter op-
erations or (2) for which the applicant can
establish a causal and beneficial relationship
with smelter operations pursuant to instruc-
tions in Section 2.1. The line items in Sched-
ule A.3 are explained in the following in-
structions.

Line 01—Primary Metal Sales. Enter the to-
tals reported in Schedule A.1, Line 40.

Line 02—Co-Product and By-Product Sales.
Report for each year annual revenues, net or
returns and allowances, derived from smelter
sales and/or transfers of co-products and by-
products to both unaffiliated and affiliated
customers. Attach as part of Exhibit B a sup-
porting schedule for each major co-product
and by-product component of smelter reve-
nues. Segregate the revenues reported by
major co-product and by-product compo-
nents into their unaffiliated customer and
affiliated customer elements. Report for
each component’s unaffiliated and affiliated
customer revenue elements the (1) average
grade of product sold, (2) actual quantity
sold, (3) average price per unit, and (4) total
smelter revenues. Also show for each product
line any adjustments required to restate
transfer prices and explain the basis for such
adjustments. Refer to Section 2.2 for instruc-
tions on the restatement of affiliated cus-
tomer revenues.

Line 03—Tolling Service Revenues. Enter the
totals reported in Schedule A.1, Line 53.

Line 04—Other Operating Revenues. Report
for each year annual revenues directly asso-
ciated with smelter operations that have not
previously been reported on Lines 01 through
03. Attach as part of Exhibit B a schedule
showing the types and amounts of sales re-
ported as other operating revenue. The fol-
lowing non-operating revenue and income
items should not be included as other oper-
ating revenue or as a part of revenues re-
ported on Lines 01 through 03.
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Royalties, licensing fees and other income
from intangibles.

Interest and dividend income on portfolio in-
vestments.

Equity in income (loss) of unconsolidated
subsidiaries and affiliates.

Gain (loss) from discontinued operations and
disposal of property.

Minority interest adjustment to consoli-
dated subsidiary income.

Extraordinary items.
Line 05—Total Operating Revenue. Enter for

each year the total of Lines 01 through 04.
Line 06—Concentrates Processed. Report the

cost of concentrates processed and sold or
transferred to unaffiliated and affiliated cus-
tomers from Schedule A.2, Line 13. Con-
centrates purchased from unaffiliated sup-
pliers should be valued at the actual prices
paid. Concentrates purchased from affiliated
suppliers should be valued at or, if necessary,
restated to equivalent prices quoted by unaf-
filiated suppliers. If prices used to report
revenues are c.i.f. and concentrate costs are
f.o.b. smelter, all transportation charges
paid on the smelter’s or buyer’s account
should be excluded from smelter expense. At-
tach as part of Exhibit B supporting sched-
ules showing the:
Annual value of concentrate purchases clas-

sified according to purchases from unaffili-
ated and affiliated suppliers.

Cost of sales adjustments to concentrate
purchases for net annual additions to or
withdrawals from concentrate inventories,
freight-in on concentrate purchases and in-
ventory spoilage.

Impact on cost of sales for restating, where
applicable, the cost of concentrate pur-
chases from affiliated suppliers to the
equivalent prices paid to unaffiliated sup-
pliers.

Volumes, grades and net prices of con-
centrate purchases from unaffiliated and
affiliated suppliers by type of concentrate
purchased.

Volumes, grades and net prices associated
with toll concentrates processed by type of
concentrate.
Line 07—Other Materials Costs. Report for

each year annual costs incurred for flux, re-
fractories, coke and other materials used by
the smelter in its processing of concentrates.
Materials purchased from unaffiliated sup-
pliers should be valued at the actual prices
paid after adjustment for transportation
costs incurred. Materials purchased from af-
filiated suppliers should be valued at or, if
necessary, restated to equivalent prices
quoted by unaffiliated suppliers. Include in
Exhibit B supporting schedules showing the:
Annual value of material purchases classi-

fied according to purchases from unaffili-
ated and affiliated suppliers.

Cost of sales adjustments to material pur-
chases for net annual additions to or with-

drawals from material inventories, freight
costs on material purchases and inventory
loss.

Impact on cost of sales for restating, where
applicable, the costs of material purchases
from affiliated suppliers to equivalent
prices paid to unaffiliated suppliers.

Classification of other material costs by
major cost factors for each cost component
that exceeds 20 percent of any line item in
the cost of sales schedule.

Line 08—Production Labor Costs. Report for
each year total direct labor costs incurred by
the smelter for processing purchased and toll
concentrates, Schedule A.2, Line 18. Include
in Exhibit B supporting schedules showing
the:

Manhours and wage rates for major labor
classifications.

Potential impact on wage rates of provision
in the smelter’s current labor contracts.

Explanation of major variances observed in
direct labor costs over the five-year period
as a result of factors such as strikes or new
labor contracts.

Line 09—Energy Costs. Enter the totals re-
ported in Schedule A.2, Line 34.

Line 10—Pollution Control Costs. Report for
each year expenses incurred for operating
and maintaining pollution control facilities.
All by-product credits associated with pollu-
tion control facility operations should be
eliminated and reported on Line 02. Depre-
ciation and amortization charges against the
smelter’s pollution control facilities should
be reported separately on Line 18. Attach as
part of Exhibit B supporting schedules show-
ing the:

Major pollution control cost elements with
their values classified according to direct
and indirect cost factors.

Techniques used to allocate indirect pollu-
tion control costs to major cost pools.

Line 11—Production Overhead. Report for
each year the total costs for indirect labor,
indirect materials and other production
overhead costs associated with the smelter.
Attach as part of Exhibit B a schedule show-
ing annual overhead costs by major cost
components associated with the smelter’s
operations. For each cost component, where
appropriate, identify the quantity and unit
price element of overhead costs.

Line 12—Other Production Costs. Report for
each year annual smelter overhead and other
production costs not previously reported on
Lines 06 through 11. By-product credits, if
any, should be eliminated and reported on
Line 02 as operating revenues. Attach as part
of Exhibit B supporting schedules showing
the:

Major cost elements classified according to
direct and indirect production costs.
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Disaggregation of major overhead cost com-
ponents into their fixed and variable cost
elements.

Allocation techniques used in assigning indi-
rect overload costs to the major cost com-
ponents.

Elements of overhead costs represented by
purchases from affiliated suppliers and ad-
justments, if any, required to restate these
costs on the basis of equivalent prices paid
to unaffiliated supplier.
Line 13—Total Cost of Sales. Enter for each

year the total of Lines 06 through 12.
Line 14—Gross Operating Profit. Enter for

each year the difference between Lines 05
and 13.

Line 15—Selling, General & Administrative
(SG&A) Expenses. Report for each year SG&A
expenses attributable to the smelter’s an-
nual operating activities. Exclude those op-
erating costs to be reported separately on
Lines 16 through 21 and those costs for which
causal and beneficial relationships to the
smelter cannot be established. Attach as
part of Exhibit B supporting schedules (1)
segregating SG&A expenses by major ex-
pense components, (2) classifying the major
expense components according to those costs
incurred directly by smelter operations and
costs allocated to the smelter from indirect
cost pools, and (3) explaining the basis used
for indirect cost allocations.

Line 16—Taxes, Other Than Income Tax. Re-
port for each year all taxes (exclusive of Fed-
eral, State, local and foreign income taxes)
assignable to the smelter’s operations. At-
tach as part of Exhibit B, a schedule that (1)
segregates these operating taxes by major
component, (2) classifies each component ac-
cording to direct and indirect cost elements,
and (3) explains the basis used for indirect
cost allocations.

Line 17—Research Costs. Report for each
year research costs (exclusive of capitalized
costs reported in Schedule A.4) that are as-
signable to the smelter’s annual operations.
Attach as part of Exhibit B a schedule (1)
segregating exploration and research costs
by major expense components, (2) classifying
each expense component according to direct
and indirect cost elements, and (3) explain-
ing the basis used for indirect cost alloca-
tions.

Line 18—Pollution Control Depreciation and
Amortization. Report for each year annual de-
preciation and amortization charges attrib-
utable to the smelter’s investment in pollu-
tion control facilities and equipment. Re-
ported charges should be computed in ac-
cordance with depreciation and amortization
methods adopted for tax reporting purposes
by the firm. Attach explanatory supporting
schedules as part of Exhibit B.

Line 19—Other Facility Depreciation and Am-
ortization. Report for each year annual depre-
ciation and amortization charges (exclusive
of charges reported on Line 18) assignable to

the smelter’s operations. Attach explanatory
supporting schedules as part of Exhibit B.

Line 20—Interest on Short-Term Debt. Report
for each year interest expense and associated
financial charges on current liabilities in ac-
cordance with the assignment instructions
in Section 2.1. Do not include interest on the
portion of long-term debt due within the cur-
rent year for each reporting period.

Line 21—Miscellaneous Operating Expenses.
Report for each year any additional expenses
assignable to the smelter’s annual oper-
ations. Attach as part of Exhibit B a sched-
ule (1) segregating these additional expenses
into major expense components, (2)
classifying each expense component accord-
ing to costs incurred directly by the smelter
and costs allocated to the smelter from indi-
rect cost pools, and (3) explaining the basis
used for indirect cost allocations.

Line 22—Total Other Operating Expenses.
Enter for each year the total of Lines 15
through 21.

Line 23—Income from Operations. Enter for
each year the difference between Lines 14
and 22.

Line 24—Gain/(Loss) from Disposition of
Property. Report net gains or losses recog-
nized during each year from disposition of
property, plant and equipment. Report such
gains or losses in accordance with the firm’s
normal practice for certified financial state-
ment reporting. If such gains or losses are
not significant and are classified otherwise,
no reclassification need be made. A note to
this effect must be included in Exhibit B.

Line 25—Miscellaneous Income and Expenses.
Report minority interest in income, foreign
currency translation effects, and other non-
operating income and expenses directly as-
signable to the smelter and not recognized
elsewhere on this schedule. Report such
items in accordance with the accounting
methods used for certified financial report-
ing purposes.

Line 26—Total Other Income and Expenses.
Enter for each year the sum of Lines 24 and
25.

Line 27—Net Taxable Income. Enter for each
year the difference between Lines 23 and 26.

Schedule A.4—Historical Capital Investment
Summary

General. Use Schedule A.4 to report annual
end-of-period asset investments and current
liabilities for fiscal years 1979 through 1983.
These figures must correspond with the reve-
nues and costs associated with operation of
the smelter subject to this NSO application
as reported in Schedule A.3.

The amounts assigned to the subject
smelter should include both (1) investments
and liabilities directly identifiable with the
smelter’s operating activities and (2) asset
investments shared with other segments to
the extent that a specific causal and bene-
ficial relationship can be established for the
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intersegment allocation of such investments.
Do not allocate to the smelter the costs of
assets maintained for general corporate pur-
poses. Provide a detailed explanation of
amounts classified as nontraceable on a sep-
arate schedule and attach as part of Exhibit
B.

Applicants shall also restate trade receiv-
ables and payables for transfer price adjust-
ments on the smelter’s transactions with af-
filiated customers. The line items in Sched-
ule A.4 are explained in the following in-
structions.

Line 01—Cash on Hand and Deposit. Report
for each year total cash balances assignable
to the smelter’s operations at the end of
each year on the basis of causal and bene-
ficial relationships with total corporate ac-
tivities. Attach as part of Exhibit B in expla-
nation of the basis used for allocation.

Line 02—Temporary Cash Investments. Re-
port for each year temporary cash invest-
ments in time deposits or other short-term
securities. Include only those investments
either held by the smelter to meet current-
period tax payments or other budgeted ex-
penditures specifically identifiable with the
smelter’s continued operation. Exclude any
temporary cash investments for which no
specific future outlay requirement can be
identified.

Attach as part of Exhibit B a schedule
classifying temporary cash investments ac-
cording to identifiable budgeted expenditure
requirements.

Lines 03 and 04—Net Trade Receivables. Re-
port for each year trade accounts and notes,
net of reserves for uncollectible items, as-
signable to the smelter in relation to its un-
affiliated (Line 03) and affiliated (Line 04)
customer sales and transfers. Trade receiv-
ables reported by the smelter as due from af-
filiated customers should be stated or, if nec-
essary, restated on credit terms equivalent
to those received by unaffiliated customers
on a sale of comparable products. Attach as
part of Exhibit B a schedule showing adjust-
ments in the smelter’s receivables invest-
ments required to equate trade credit terms
extended to affiliated and unaffiliated cus-
tomers.

Lines 05 and 06—Inventory Investments. Re-
port for each year respective end-of-period
investments in raw material, work-in-proc-
ess and finished good inventories held to sup-
port the smelter’s production and sale of
products (Line 05) and associated inventories
of other materials and supplies (Line 06).
These inventories must be valued at current
market prices. Inventory purchases from af-
filiated suppliers should also be stated at
current market prices or, if necessary, re-
stated at current market prices prevailing
on purchases from unaffiliated suppliers. At-
tach explanatory supporting schedules as
part of Exhibit B.

Line 07—Other Current Assets. Report for
each year prepaid expenses, deferred charges,
non-trade notes and accounts receivable, and
other assets classified as current for cer-
tified financial statement reporting purposes
that are assignable to the smelter’s oper-
ations. Attach as part of Exhibit B a sched-
ule classifying these other current assets ac-
cording to their types and amounts.

Line 08—Total Current Assets. Enter for each
year the total of Lines 01 through 07.

Lines 09 to 14—Property, Plant and Equip-
ment. Report for each year by individual line
item property, plant and equipment invest-
ments assignable to smelter operations. In-
clude in gross facility investments at the end
of each period both (1) property, plant and
equipment directly associated with the
smelter’s operations and (2) facilities shared
with other operating segments to the extent
that a causal and beneficial relationship can
be established for the inter-segment alloca-
tion of such facility investments.

Attach as part of Exhibit B a schedule re-
porting by individual line item the annual
capital expenditures on additional property,
plant and equipment investments in the
smelter’s operations. Further classify these
annual capital expenditures into both (1) in-
vestments required to maintain the smelter
versus investments in smelter expansion and
improvement and (2) direct facility versus
joint-use facility investments. Explain the
method used for allocating capital expendi-
tures on joint-use facilities to the smelter’s
operations. Refer to Line 17 instructions for
additional reporting requirements on the
smelter’s facility investments.

Line 15—Total Smelter Investment. Enter for
each year the total of Lines 09 through 14.

Line 16—Accumulated Depreciation and Am-
ortization. Report for each year accumulated
depreciation, amortization and other valu-
ation charges recorded for certified financial
statement reporting purposes in relation to
smelter investment as reported on Line 15.
Other valuation charges are defined in Fi-
nancial Accounting Standards Board (FASB)
Statement No. 19 as losses recognized in con-
nection with an impairment in the value of
an unimproved property below its acquisi-
tion cost. Refer to Line 17 instructions for
additional reporting requirements on smelt-
er facility investments.

Line 17—Net Smelter Investment. Enter for
each year the difference between Lines 15
and 16. Attach as part of Exhibit B a sched-
ule classifying gross facility investments,
accumulated depreciation, amortization
charges, and net facility investments by
major pollution control and non-pollution
control components. Identify for each asset
component the direct versus joint-use invest-
ments assigned to the smelter and explain
the basis used to allocate amounts associ-
ated with joint-use facilities to the smelter.
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Line 18—Other Non-Current Assets. Report
for each year other assets assignable to the
smelter’s operations. Attach as part of Ex-
hibit B a schedule reporting by type and
amount the major components of such in-
vestments.

Line 19—Total Smelter Capital Investment.
Enter for each year the total of Lines 08, 17
and 18.

Line 20 and 21—Trade Accounts and Notes
Payable. Report for each year trade accounts
and notes due on the smelter’s purchases
from unaffiliated suppliers (Line 20) and on
its intersegment transfers or purchases from
affiliated suppliers (Line 21). Trade payables
reported by the smelter as due to affiliated
suppliers should be stated or, if necessary,
restated on terms equivalent to those re-
ceived from unaffiliated suppliers on a pur-
chase of comparable materials. Attach as
part of Exhibit B a schedule showing adjust-
ments required on the smelter’s trade
payables to equate trade credit terms re-
ceived from affiliated and unaffiliated sup-
pliers.

Line 22—Other Expense Accruals. Report for
each year payments classified as current for
salaries and wages, other employee benefits,
operating taxes and related operating ex-
penses assignable to the smelter’s oper-
ations. Attach as part of Exhibit B a sched-
ule classifying by type and amount the
major components of such accruals.

Line 23—Current Notes Payable. Report for
each year payments due to nontrade credi-
tors on short-term financing arrangements
directly associated with the smelter’s oper-
ations. Exclude current installments due on
long-term debt financing arrangements,
notes due to offices and directors, interseg-
ment loans or advances and loans or ad-
vances from affiliated operating segments.

Line 24—Other Current Liabilities. Report for
each year other nontrade payables classified
as current obligations assignable to the
smelter’s operations.

Line 25—Total Current Liabilities. Enter for
each year the total of Lines 20 through 24.

Line 26—Net Smelter Capital Investment.
Enter for each year the difference between
Lines 19 and 25.

Schedule B.1—Pre-Control Revenue Forecast

General. Use Schedule B.1 to report annual
forecasts of operating revenues anticipated
during the years 1984 through 1990 from oper-
ation of the smelter subject to this NSO ap-
plication. These pre-control revenue projec-
tions should be based on revenues and pro-
duction associated with operating the smelt-
er without any SO2 air pollution controls
that have not been installed as of the NSO
application date. Forecast smelter revenues
should be expressed on a tolling service
equivalent basis as described in Section 2.3.4.

Copper smelters that will process con-
centrates containing an average of 1,000

pounds per hour or more of arsenic during
the forecast period should assume that they
will use best engineering techniques to con-
trol fugitive emissions of arsenic. All smelt-
ers should also assume that they will be re-
quired to meet all other regulatory require-
ments in effect at the time the application is
made.

The line items in Schedule B.1 are ex-
plained in the following instructions. Attach
as part of Exhibit B schedules to (1) explain
the methods used to make the required fore-
casts, (2) explain differences, if any, between
historical trends and the forecasts and (3)
provide data and information to support the
forecasts.

Lines 01 and 05—Concentrates Processed. Re-
port for each year the forecast quantity of
concentrates processed for unaffiliated par-
ties (Line 01) and affiliated parties (Line 05).

Lines 02 and 06—Smelting Charge. Report for
each year the forecast smelting charge for
unaffiliated parties (Line 02) and affiliated
parties (Line 06). See Section 2.4 for forecast
copper smelting charges furnished by EPA.

Lines 03 and 07—Total Smelter Revenues. Re-
port for each year the forecast total oper-
ating revenues derived from processing con-
centrates. The total for unaffiliated parties
(Line 03) is equal to the product of Lines 01,
02, and 04, and for affiliated parties (Line 07),
the product of Lines 05, 06, and 08.

Lines 04 and 08—Average Product Grade. Re-
port for each year the forecast average qual-
ity rating assigned to concentrates processed
for unaffiliated parties (Line 04) and affili-
ated parties (Line 08).

Line 09—Total Co-Product Revenues. Report
for each year the forecast net revenues from
sales of co-products derived from the smelt-
er’s operations. Attach as part of Exhibit B
a schedule showing by individual type of co-
product, the forecast quantity produced and
sold, forecast market price per unit of sales,
and forecast total revenues derived from the
co-product sales.

Line 10—Total By-product Revenues From
Pollution Control Facilities. Report for each
year forecast revenues from the sale of by-
products derived from operation of the
smelter’s pollution control facilities, exclud-
ing any SO2 air pollution controls that have
not been installed as of the NSO application
date. Attach as part of Exhibit B a schedule
showing by type of by-product produced (e.g.,
sulfuric acid) the forecast quantity of out-
put, forecast market price per unit of output
sold, and forecast total revenue derived from
the by-product sales.

Line 11—Total By-product Revenues From
Other Smelter Processing. Report forecast rev-
enues from the sales of gold, silver, and
other by-products derived from the smelter’s
operations. Attach as part of Exhibit B a
schedule providing additional documentation
as specified in the instructions for Line 10.

VerDate 11<MAY>2000 12:35 Aug 16, 2000 Jkt 190140 PO 00000 Frm 00177 Fmt 8010 Sfmt 8002 Y:\SGML\190140T.XXX pfrm08 PsN: 190140T



178

40 CFR Ch. I (7–1–00 Edition)Pt. 57, App. A

Line 12—Total Co-product and By-product
Revenues. Enter for each year the total of
Lines 09 through 11.

Schedule B.2—Pre-Control Cost Forecast

General. Use Schedule B.2 to report annual
forecasts of operating costs anticipated dur-
ing the years 1984 through 1990 from oper-
ation of the smelter subject to this NSO ap-
plication. These pre-control cost projections
should be based on costs and production as-
sociated with operating the smelter without
any SO2 air pollution controls that have not
been installed as of the NSO application
date.

Copper smelters that will process con-
centrates containing an average of 1,000
pounds per hour or more of arsenic during
the forecast period should assume that they
will use best engineering techniques to con-
trol fugitive emissions of arsenic. All smelt-
ers should also assume that they will be re-
quired to meet all other regulatory require-
ments in effect at the time the application is
made.

The line items in Schedule B.2 are ex-
plained in the following instructions. Attach
as part of Exhibit B schedules to (1) explain
the methods used to make the required fore-
casts, (2) explain differences, if any, between
historical trends and the forecasts, and (3)
provide data and information to support the
forecasts.

Line 01—Direct Labor Hours. Report for each
year the quantity of direct labor hours re-
quired to support the processing levels pre-
viously reported. Attach as part of Exhibit B
an explanation of the labor productivity fac-
tors involved.

Line 02—Average Hourly Wage Rate. Report
for each year the forecast average wage rate
per unit of direct labor input. Attach as part
of Exhibit B a description of direct labor cost
factors under any existing labor contracts
that extend to the forecast period and an ex-
planation of the methodology used to fore-
cast wage rates. EPA-provided forecast wage
indices are reported in Section 2.4.

Line 03—Total Wage Payments. Enter for
each year the product of Lines 01 and 02.

Line 04—Supplemental Employee Benefits.
Report for each year adjustments required to
direct labor costs for other employee com-
pensation under supplemental benefit plans.
Attach as part of Exhibit B a description of
such plans and their costs and an expla-
nation of the methodology used to forecast
such costs. EPA-provided forecast wage indi-
ces are reported in Section 2.4.

Line 05—Total Production Labor Cost. Enter
for each year the total of Lines 03 and 04.

Lines 06, 09, 12, 15 and 18—Energy Quantities.
Report for each year the quantity of energy
by type required to support the processing
levels reported in the smelter’s revenue. At-
tach as part of Exhibit B an explanation of
energy characteristics and use factors con-

sidered in forecasting the smelter’s future
energy requirements.

Lines 07, 10, 13, 16, and 19—Unit Prices. Re-
port for each year the forecast price per unit
of energy input by type of energy. Attach as
part of Exhibit B a description of the energy
price factors under any existing energy con-
tracts that extend to the forecast period and
an explanation of the methodology used to
forecast unit energy prices. EPA-provided
forecast energy indices are reported in Sec-
tion 2.4.

Lines 08, 11, 14, 17, and 20—Total Payments.
Enter for each year the products of quantity
and prices paid for electricity (Lines 06×07),
natural gas (Lines 09×10), coal (Lines 12×13),
fuel oil (Lines 15×16), and other (Lines 18×19).

Line 21—Total Energy Costs. Enter for each
year the total of Lines 08, 11, 14, 17, and 20.

Schedule B.3—Pre-Control Forecast Profit
and Loss Summary

General. Use Schedule B.3 to report annual
forecasts of operating revenues and oper-
ating costs derived in Schedules B.1 and B.2
for the years 1984 through 1990. The transfer
of line items from Schedules B.1 and B.2 to
this Schedule is explained in the following
instructions.

Line 01—Smelter Revenues-Unaffiliated Par-
ties. Enter the totals reported in Schedule
B.1, Line 03.

Line 02—Smelter Revenues-Affiliated Parties.
Enter the totals reported in Schedule B.1,
Line 07.

Line 03—Co-product and By-product Sales
Revenues. Enter the totals reported in Sched-
ule B.1, Line 12.

Line 04—Other Operating Revenues. Report
operating revenues anticipated from sources
not accounted for under Lines 01 through 03.
Refer to instructions for Line 04 of Schedule
A.3 for items that should not be included in
‘‘Other Operating Revenues.’’ Attach as part
of Exhibit B a schedule showing annual
amounts forecast by individual revenue com-
ponent for ‘‘other’’ operating revenues asso-
ciated with the smelter’s forecast pre-con-
trol operations. Identify in the supporting
schedule any differences in the ‘‘other’’ rev-
enue components reported in this Schedule
and Schedule A.3 and explain the reasons for
such differences.

Line 05—Total Operating Revenues. Enter for
each year the total of Lines 01 through 04.

Line 06—Material Costs. Report total costs
forecast for flux, refractories, coke and other
materials directly associated with the smelt-
er’s processing of concentrates. Attach as
part of Exhibit B a schedule showing the an-
nual amounts forecast by major material
cost components. For each cost component,
identify the forecast quantity and unit price
elements of material cost and explain the
basis for forecasting these quantity and price
elements. Identify in the supporting schedule
any differences in the ‘‘other’’ material cost
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components shown in this Schedule and
Schedule A.3 and explain the reasons for
such differences.

Line 07—Production Labor Costs. Enter the
totals reported in Schedule B.2, Line 05.

Line 08—Energy Costs. Enter the totals re-
ported in Schedule B.2, Line 21.

Line 09—Pollution Control Costs. Report the
total costs forecast for expenses identifiable
with operation and maintenance of all pollu-
tion control equipment and facilities except
any SO2 air pollution controls that have not
been installed as of the NSO application
date. By-product credits associated with op-
eration of the pollution control facilities
should be eliminated from the cost accounts,
reclassified to Schedule B.1, Line 10 and in-
cluded in Line 03 of this Schedule. Attach a
schedule as part of Exhibit B classifying pol-
lution control costs by major cost compo-
nents. Explain the basis used for estimating
each of the cost components.

Line 10—Production Overhead Costs. Report
the total costs forecast for indirect labor, in-
direct materials and other production over-
head costs associated with the smelter’s op-
erations. Attach as part of Exhibit B a
schedule showing annual overhead costs pro-
jected by major cost components associated
with the smelter’s operations. For each cost
component, where appropriate, identify the
forecast quantity and unit price elements of
overhead costs and explain the basis for esti-
mating these quantity and price elements.
Also identify in the supporting schedule any
differences in production overhead cost clas-
sifications used in this Schedule and Sched-
ule A.3 and explain the reasons for such dif-
ferences.

Line 11—Other Production Costs. Report
other forecast production costs not pre-
viously reported on Lines 06 through 10. At-
tach as part of Exhibit B supporting sched-
ules showing the basis of the forecasts.

Line 12—Total Cost of Sales. Enter for each
year the sum of operating costs reported on
Lines 06 through 11.

Line 13—Gross Operating Profit. Enter for
each year the difference between Lines 05
and 12.

Line 14—Selling, General and Administrative
Expenses. Report the total costs forecast for
administrative, marketing and general cor-
porate overhead functions that directly or
indirectly support the smelter’s operations.
Refer to the NSO Financial Reporting Over-
view for a general discussion of indirect cost
allocations from overhead cost pools. Attach
as part of Exhibit B a schedule classifying
selling, general and administrative expenses
into major cost components. Indicate wheth-
er each component represents costs directly
assignable to the smelter or indirect costs
allocated from other business segments to
the smelter. Explain the basis used for esti-
mating the amount of expected costs in-
cluded in each component and the basis used

for allocating indirect cost elements to the
smelter. Identify and explain any differences
between the selling, general and administra-
tive cost classification used in this Schedule
and that used in Line 15 of Schedule A.3.

Line 15—Taxes, Other than Income Taxes.
Report the total costs forecast for property
taxes and associated levies paid to govern-
mental units by or for the benefits of the
smelter operation. Attach as part of Exhibit
B a schedule classifying operating taxes by
major component. Indicate whether each
component represents taxes directly assign-
able to the smelter or taxes that have been
allocated among more than one facility. Ex-
plain the basis used for estimating taxes and
the basis for any allocation of taxes to the
smelter. Identify and explain any differences
between the component classifications used
in this Schedule and those used in Line 16 of
Schedule A.3.

Line 16—Research Costs. Report the esti-
mates of research costs incurred directly by
or for the benefit of the smelter operations.
Attach as part of Exhibit B a schedule
classifying the costs by major direct and in-
direct assigned components. Explain the
basis for estimating the costs assigned to
each component. Identify and explain any
differences between classifications used in
this Schedule and those used in Line 17 of
Schedule A.3.

Line 17—Pollution Control Facility Deprecia-
tion and Amortization. Report the estimates
of depreciation and amortization charges as-
sociated with the smelter’s actual and fore-
cast investment in all pollution control
equipment and facilities except any SO2 air
pollution controls that have not been in-
stalled as of the NSO application date. Re-
ported charges should be computed in ac-
cordance with depreciation and amortization
methods adopted for certified financial
statement reporting purposes by the firm.
Attach explanatory supporting schedules as
part of Exhibit B.

Line 18—Other Smelter Facility Depreciation
and Amortization. Report the pro forma esti-
mates of depreciation and amortization
charges associated with the smelter’s invest-
ment in equipment and facilities other than
those classified as pollution control facili-
ties. Attach explanatory supporting sched-
ules as part of Exhibit B.

Line 19—Interests. Report the estimates of
interest and other financing charges on the
smelter’s current and long-term liabilities.
Attach as part of Exhibit B a schedule show-
ing the interest-bearing debt contracts iden-
tifiable with the smelter’s operations, the in-
terest rate projected for these contracts, and
the estimated annual interest charges.

Line 20—Miscellaneous Operating Expenses.
Report only the total operating expenses as-
sociated with or allocated to the smelter
that cannot be appropriately classsified in
one of the preceding line items. Attach as
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part of Exhibit B a schedule showing the
classification of these residual operating ex-
penses into major cost components. Explain
the basis used for forecasting the cost under
each component. Identify each cost compo-
nent in terms of direct or indirect cost and
explain the basis used for allocating the indi-
rect costs to smelter operations. Identify and
explain any differences between cost classi-
fications included in this Schedule and those
used in Line 21 of Schedule A.3.

Line 21—Total Other Operating Expenses.
Enter for each year the sum of operating
costs reported on Lines 14 through 20.

Line 22—Income From Operations. Enter for
each year the difference between Lines 21
and 13.

Schedule B.4—Constant Controls Revenue
Forecast

General. Use Schedule B.4 to report annual
forecasts of operating revenues anticipated
during the years 1984 through 1990 from oper-
ation of the smelter subject to this NSO ap-
plication. These constant controls revenue
forecasts should be based on an assumption
that the applicant immediately implements
a program of additional pollution control fa-
cility investments sufficient to achieve full
compliance with the smelter’s SIP stack
emission limitations for sulfur dioxide. Fore-
cast smelter revenues should be expressed on
a tolling service equivalent basis as de-
scribed in Section 2.3.4.

The assumed investment program should
be based on whichever adequately dem-
onstrated system, applicable to the smelter,
that would be most economically beneficial
subsequent to installation of the system. For
this purpose, adequately demonstrated sys-
tems include those specified in Section
57.102(b)(1).

Copper smelters that will process con-
centrates containing an average of 1,000
pounds per hour or more of arsenic during
the forecast period should assume that they
will use best engineering techniques to con-
trol fugitive emissions of arsenic. All smelt-
ers should also assume that they will be re-
quired to meet all other regulatory require-
ments in effect at the time the application is
made.

The line items in Schedule B.4 are ex-
plained in the following instructions. Attach
as part of Exhibit B schedules to (1) explain
the methods used to make the required fore-
casts, (2) explain differences, if any, between
historical trends and the forecasts, and (3)
provide data and information to support the
forecasts.

Lines 01 and 05—Concentrates Processed. Re-
port for each year the forecast quantity of
concentrates processed for unaffiliated par-
ties (Line 01) and affiliated parties (Line 05).

Lines 02 and 06—Smelting Charge. Report for
each year the forecast smelting charge for
unaffiliated parties (Line 02) and affiliated

parties (Line 06). See Section 2.4 for forecast
copper smelting charges furnished by EPA.

Lines 03 and 07—Total Smelter Revenues. Re-
port for each year the forecast total oper-
ating revenues derived from processing con-
centrates. The total for unaffiliated parties
(Line 03) is equal to the product of Lines 01,
02, and 04, and for affiliated parties (Line 07),
the product of Lines 05, 06, and 08.

Lines 04 and 08—Average Product Grade. Re-
port for each year the forecast average qual-
ity rating assigned to concentrates processed
for unaffiliated parties (Line 04) and affili-
ated parties (Line 08).

Line 09—Total Co-Product Revenues. Report
for each year the forecast net revenues from
sales of co-products derived from the smelt-
er’s operations. Attach as part of Exhibit B
a schedule showing by individual type of co-
product, the forecast quantity produced and
sold, forecast market price per unit of sales,
and forecast total revenues derived from the
co-product sales.

Line 10—Total By-product Revenues From
Pollution Control Facilities. Report for each
year forecast revenues from the sale of by-
products derived from operation of the
smelter’s pollution control facilities. Attach
as part of Exhibit B a schedule showing by
type of by-product produced (e.g., sulfuric
acid) the forecast quantity of output, fore-
cast market price per unit of output sold,
and forecast total revenue derived from the
by-product sales.

Line 11—Total By-product Revenues From
Other Smelter Processing. Report forecast rev-
enues from the sales of gold, silver, and
other by-products derived from the smelter’s
operations. Attach as part of Exhibit B a
schedule providing additional documentation
as specified in the instructions for Line 10.

Line 12—Total Co-product and By-product
Revenues. Enter for each year the total of
Lines 09 through 11.

Schedule B.5—Constant Controls Cost
Forecast

General. Use Schedule B.5 to report annual
forecasts of operating costs anticipated dur-
ing the years 1984 through 1990 from oper-
ation of the smelter subject to this NSO ap-
plication. These constant controls cost fore-
casts should be based on an assumption that
the applicant immediately implements a
program of additional pollution control fa-
cility investments sufficient to achieve full
compliance with the smelter’s SIP stack
emission limitations for sulfur dioxide.

The assumed investment program should
be based on whichever adequately dem-
onstrated system, applicable to the smelter,
would be most economically beneficial sub-
sequent to installation of the system. For
this purpose, adequately demonstrated sys-
tems include those specified in § 57.102(b)(1).

Copper smelters that will process con-
centrates containing an average of 1,000
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pounds per hour or more of arsenic during
the forecast period should assume that they
will use best engineering techniques to con-
trol fugitive emissions of arsenic. All smelt-
ers should also assume that they will be re-
quired to meet all other regulatory require-
ments in effect at the time the application is
made.

The line items in Schedule B.5 are ex-
plained in the following instructions. Attach
as part of Exhibit B schedules to (1) explain
the methods used to make the required fore-
casts, (2) explain differences, if any, between
historical trends and the forecasts, and (3)
provide data and information to support the
forecasts.

Line 01—Direct Labor Hours. Report for each
year the quantity of direct labor hours re-
quired to support the processing levels pre-
viously reported. Attach as part of Exhibit B
an explanation of the labor productivity fac-
tors involved.

Line 02—Average Hourly Wage Rate. Report
for each year the forecast average wage rate
per unit of direct labor input. Attach as part
of Exhibit B a description of direct labor cost
factors under any existing labor contracts
that extend to the forecast period and an ex-
planation of the methodology used to fore-
cast wage rates. EPA-provided forecast wage
indices are reported in Section 2.4.

Line 03—Total Wage Payments. Enter for
each year the product of Lines 01 and 02.

Line 04—Supplemental Employee Benefits.
Report for each year adjustments required to
direct labor costs for other employee com-
pensation under supplemental benefit plans.
Attach as part of Exhibits B a description of
such plans and their costs and an expla-
nation of the methodology used to forecast
such costs. EPA-provided forecast wage indi-
ces are reported in Section 2.4.

Lines 05—Total Production Labor Cost. Enter
for each year the total of Lines 03 and 04.

Lines 06, 09, 12, 15 and 18—Energy Quantities.
Report for each year the quantity of energy
by type required to support the processing
levels reported in the smelter’s revenue. At-
tach as part of Exhibit B an explanation of
energy characteristics and use factors con-
sidered in forecasting the smelter’s future
energy requirements.

Lines 07, 10, 13, 16, and 19—Unit Prices. Re-
port for each year the forecast price per unit
of energy input by type of energy. Attach as
part of Exhibit B a description of the energy
price factors under any existing energy con-
tracts that extend to the forecast period and
an explanation of the methodology used to
forecast unit energy prices. EPA-provided
forecast energy indices are reported in Sec-
tion 2.4.

Lines 08, 11, 14, 17, and 20—Total Payments.
Enter for each year the products of quantity
and prices paid for electricity (Lines 06×07),
natural gas (Lines 09×10), coal (Lines 12×13),
fuel oil (Lines 15×16), and other (Lines 18×19).

Lines 21—Total Energy Costs. Enter for each
year the total of Lines 08, 11, 14, 17, and 20.

Schedule B.6—Constant Controls Forecast
Profit and Loss Summary for the Profit
Protection Test

General. Use Schedule B.6 to report annual
forecasts of operating revenues and oper-
ating costs derived in Schedules B.4 and B.5
for the years 1984 through 1990. These con-
stant controls forecasts should be based on
an assumption that the applicant imme-
diately implements a program of additional
pollution control facility investments suffi-
cient to achieve full compliance with the
smelter’s SIP stack emission limitations for
sulfur dioxide. The transfer of line items
from Schedules B.4 and B.5 to this Schedule
is explained in the following instructions.

Line 01—Smelter Revenues-Unaffiliated Par-
ties. Enter the totals reported in Schedule
B.4, Line 03.

Line 02—Smelter Revenues-Affiliated Parties.
Enter the totals reported in Schedule B.4,
Line 07.

Line 03—Co-product and By-product Sales
Revenues. Enter the totals reported in Sched-
ule B.4, Line 12.

Line 04—Other Operating Revenues. Report
operating revenues anticipated from sources
not accounted for under Lines 01 through 03.
Refer to instructions for Line 04 of Schedule
A.3 for items that should not be included in
‘‘Other Operating Revenues.’’ Attach as part
of Exhibit B a schedule showing annual
amounts forecast by individual revenue com-
ponent for ‘‘other’’ operating revenues asso-
ciated with the smelter’s forecast constant
controls operations. Identify in the sup-
porting schedule any differences in the
‘‘other’’ revenue components reported in this
Schedule and Schedule A.3 and explain the
reasons for such differences.

Line 05—Total Operating Revenues. Enter for
each year the total of Lines 01 through 04.

Line 06—Material Costs. Report total costs
forecast for flux, refractories, coke and other
materials directly associated with the smelt-
er’s processing of concentrates. Attach as
part of Exhibit B a schedule showing the an-
nual amounts forecast by major material
cost components. For each cost component,
identify the forecast quantity and unit price
elements of material cost and explain the
basis for forecasting these quantity and price
elements. Identify in the supporting schedule
any differences in the ‘‘other’’ material cost
components shown in this Schedule and
Schedule A.3 and explain the reasons for
such differences.

Line 07—Production Labor Costs. Enter the
totals reported in Schedule B.5, Line 05.

Line 08—Energy Costs. Enter the totals re-
ported in Schedule B.5, Line 21.

Line 09—Pollution Control Costs. Report the
total costs forecast for expenses identifiable
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with operation and maintenance of all pollu-
tion control equipment and facilities. By-
product credits associated with operation of
the pollution control facilities should be
eliminated from the cost accounts, reclassi-
fied to Schedule B.4, Line 10 and included in
Line 03 of this Schedule. Attach a schedule
as part of Exhibit B classifying pollution
control costs by major cost components. Ex-
plain the basis used for estimating each of
the cost components.

Line 10—Production Overhead Costs. Report
the total costs forecast for indirect labor, in-
direct materials and other production over-
head costs associated with the smelter’s con-
stant controls forecasts. Attach as part of
Exhibit B a schedule showing annual over-
head costs projected by major cost compo-
nents associated with the smelter’s oper-
ations. For each cost component, where ap-
propriate, identify the forecast quantity and
unit price elements of overhead costs and ex-
plain the basis for estimating these quantity
and price elements. Also identify in the sup-
porting schedule any differences in produc-
tion overhead cost classifications used in
this Schedule and Schedule A.3 and explain
the reasons for such differences.

Line 11—Other Production Costs. Report
other forecast production costs not pre-
viously reported on Lines 06 through 10. At-
tach as part of Exhibit B supporting sched-
ules showing the basis of the forecasts.

Line 12—Total Cost of Sales. Enter for each
year the sum of operating costs reported on
Lines 06 through 11.

Line 13—Gross Operating Profit. Enter for
each year the difference between Lines 05
and 12.

Line 14—Selling, General and Administrative
Expenses. Report the total costs forecast for
administrative, marketing and general cor-
porate overhead functions that directly or
indirectly support the smelter’s operations.
Refer to the NSO financial Reporting Over-
view for a general discussion of indirect cost
allocations from overhead cost pools. Attach
as part of Exhibit B a schedule classifying
selling, general and administrative expenses
into major cost components. Indicate wheth-
er each component represents costs directly
assignable to the smelter or indirect costs
allocated from other business segments to
the smelter. Explain the basis used for esti-
mating the amount of expected costs in-
cluded in each component and the basis used
for allocating indirect cost elements to the
smelter. Identify and explain any differences
between the selling, general and administra-
tive cost classification used in this Schedule
and that used in Line 15 of Schedule A.3.

Line 15—Taxes, Other than Income Taxes.
Report the total costs forecast for property
taxes and associated levies paid to govern-
mental units by or for the benefit of the
smelter operation. Attach as part of Exhibit
B a schedule classifying operating taxes by

major component. Indicate whether each
component represents taxes directly assign-
able to the smelter or taxes that have been
allocated among more than one facility. Ex-
plain the basis used for estimating taxes and
the basis for any allocation of taxes to the
smelter. Identify and explain any differences
between the component classifications used
in this Schedule and those used in Line 16 of
Schedule A.3.

Line 16—Research Costs. Report the esti-
mates of research costs incurred directly by
or for the benefit of the smelter operations.
Attach as part of Exhibit B a schedule
classifying the costs by major direct and in-
direct cost components. Explain the basis for
estimating the costs assigned to each compo-
nent. Identify and explain any differences be-
tween classifications used in this Schedule
and those used in Line 17 of Schedule A.3.

Line 17—Pollution Control Facility Deprecia-
tion and Amortization. Report the estimates
of depreciation and amortization charges as-
sociated with the smelter’s actual and fore-
cast investment in all pollution control
equipment and facilities. Reported charges
should be completed in accordance with de-
preciation and amortization methods adopt-
ed for certified financial statement reporting
purposes by the firm. Attach explanatory
supporting schedules as part of Exhibit B.

Line 18—Other Smelter Facility Depreciation
and Amortization. Report the pro forma esti-
mates of depreciation and amortization
charges associated with the smelter’s invest-
ment in equipment and facilities other than
those classified as pollution control facili-
ties. Attach explanatory supporting sched-
ules as part of Exhibit B.

Line 19—Interest. Report the estimates of
interest and other financing charges on the
smelter’s current and long-term liabilities.
Attach as part of Exhibit B a schedule show-
ing the interest-bearing debt contracts iden-
tifiable with the smelter’s operations, the in-
terest rate projected for these contracts, and
the estimated annual interest charges.

Line 20—Miscellaneous Operating Expenses.
Report only the total operating expenses as-
sociated with or allocated to the smelter
that cannot be appropriately classified in
one of the preceding line items. Attach as
part of Exhibit B a schedule showing the
classification of these residual operating ex-
penses into major cost components. Explain
the basis used for forecasting the cost under
each component. Identify each cost compo-
nent in terms of direct or indirect cost and
explain the basis used for allocating the indi-
rect costs to smelter operations. Identify and
explain any differences between cost classi-
fications included in this Schedule and those
used in Line 21 of Schedule A.3.

Line 21—Total Other Operating Expenses.
Enter for each year the sum of operating
costs reported on Lines 14 through 20.
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Line 22—Income From Operations. Enter for
each year the difference between Lines 21
and 13.

Schedule B.7—Profit Protection Test

General. Applicants must complete this
Schedule and/or Schedule C.4 and the accom-
panying schedules if they seek eligibility for
an NSO. The line items in Schedule B.7 are
explained in the following instructions.

Line 01—Net Income from Operations. Enter
for each year the amounts reported in Sched-
ule B.3, Line 22.

Line 02—Discount Factors. Enter the dis-
count factor for each year, computed as de-
scribed in the instructions under Section 2.6.

Line 03—Present Value of Future Net Income.
Enter for each year the product of Lines 01
and 02.

Line 04—Horizon Value. Enter under the
Total column, the estimated horizon value of
the smelter. This shall be computed by cap-
italizing the forecast net income from oper-
ations in Line 01 as described in the instruc-
tions under Section 2.7.

Line 05—Discount Factor. Enter under the
Total column the appropriate discount fac-
tor corresponding to the weighted cost of
capital, computed as described in the in-
structions under Section 2.6.

Line 06—Present Value of Horizon Value.
Enter under the Total column the product of
Lines 04 and 05.

Line 07—Present Value of Future Net Income.
Enter under the Total Column the sum of
amounts previously reported on Line 03 for
1984 through 1990.

Line 08—Total Present Value. Enter for each
year the sum of Lines 06 and 07.

Line 09—Net Income from Operations. Enter
for each year the amount reported in Sched-
ule B.6, Line 22.

Line 10—Discount Factors. Follow the in-
structions for Line 02.

Line 11—Present Value of Future Net Income.
Enter for each year the product of Lines 09
and 10.

Line 12—Horizon Value. Enter under the
Total column, the estimated horizon value of
the smelter. This shall be computed by cap-
italizing the forecast net income from oper-
ations in Line 09 as described in the instruc-
tions under Section 2.7.

Line 13—Discount Factor. Follow the in-
structions for Line 05.

Line 14—Present Value of Horizon Value.
Enter under the Total column the product of
Lines 12 and 13.

Line 15—Present Value of Future Net Income.
Enter under the Total column the sum of
amounts previously reported on Line 11 for
1984 through 1990.

Line 16—Total Present Value. Enter the sum
of Lines 14 and 15.

Line 17—Ratio for Total Present Value of
Constant Controls Case to Total Present Value
of Pre-Control Case. Enter the ratio of Lines

16 to 08. If this ratio is less than .50, the
smelter passes the Profit Protection Test.
An applicant also passes the Profit Protec-
tion Test if the reported total present value
of pre-tax profits for the pre-control case on
Line 08 is a negative value.

Schedule C.1—Constant Controls Forecast
Profit and Loss Summary for the Rate of
Return Test

General. Use Schedule C.1 to report fore-
cast revenue and cost information derived in
Schedules B.4 and B.5 for the years 1984
through 1990. These constant controls fore-
casts should be based on an assumption that
the applicant immediately implements a
program of additional pollution control fa-
cility investments sufficient to achieve full
compliance with the smelter’s SIP stack
emission limitations for sulfur dioxide. The
transfer of line items from Schedules B.4 and
B.5 to this Schedule is explained in the fol-
lowing instructions.

Line 01—Smelter Revenues-Unaffiliated Par-
ties. Enter the totals reported in Schedule
B.4, Line 03.

Line 02—Smelter Revenues-Affiliated Parties.
Enter the totals reported in Schedule B.4,
Line 07.

Line 03—Co-product and By-product Sales
Revenues. Enter the totals reported in Sched-
ule B.4, Line 12.

Line 04—Other Operating Revenues. Report
operating revenues anticipated from sources
not accounted for under Lines 01 through 03.
Refer to instructions for Line 04 of Schedule
A.3 for items that should not be included in
‘‘Other Operating Revenues.’’ Attach as part
of Exhibit B a schedule showing annual
amounts forecast by individual revenue com-
ponent for ‘‘other’’ operating revenues asso-
ciated with the smelter’s forecast constant
controls operations. Identify in the sup-
porting schedule any differences in the
‘‘other’’ revenue components reported in this
Schedule and Schedule A.3 and explain the
reasons for such differences.

Line 05—Total Operating Revenues. Enter for
each year the total of Lines 01 through 04.

Line 06—Material Costs. Report total costs
forecast for flux, refractories, coke and other
materials directly associated with the smelt-
er’s processing of concentrates. Attach as
part of Exhibit B a schedule showing the an-
nual amounts forecast by major material
cost components. For each cost component,
identify the forecast quantity and unit price
elements of material cost and explain the
basis for forecasting these quantity and price
elements. Identify in the supporting schedule
any differences in the ‘‘other’’ material cost
components shown in this Schedule and
Schedule A.3 and explain the reasons for
such differences.

Line 07—Production Labor Costs. Enter the
totals reported in Schedule B.5, Line 05.
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Line 08—Energy Costs. Enter the totals re-
ported in Schedule B.5, Line 21.

Line 09—Pollution Control Costs. Report the
total costs forecast for expenses identifiable
with operation and maintenance of all pollu-
tion control equipment and facilities. By-
product credits associated with operation of
the pollution control facilities should be
eliminated from the cost accounts, reclassi-
fied to Schedule B.4, Line 10 and included in
Line 03 of this Schedule. Attach a schedule
as part of Exhibit B classifying pollution
control costs by major cost components. Ex-
plain the basis used for estimating each of
the cost components.

Line 10—Production Overhead Costs. Report
the total costs forecast for indirect labor, in-
direct materials and other production over-
head costs associated with the smelter’s con-
stant controls forecasts. Attach as part of
Exhibit B a schedule showing annual over-
head costs projected by major cost compo-
nents associated with the smelter’s oper-
ations. For each cost component, where ap-
propriate, identify the forecast quantity and
unit price elements of overhead costs and ex-
plain the basis for estimating these quantity
and price elements. Also identify in the sup-
porting schedule any differences in produc-
tion overhead cost classifications used in
this Schedule and Schedule A.3 and explain
the reasons for such differences.

Line 11—Other Production Costs. Report
other forecast production costs not pre-
viously reported on Lines 06 through 10. At-
tach as part of Exhibit B supporting sched-
ules showing the basis of the forecasts.

Line 12—Total Cost of Sales. Enter for each
year the sum of operating costs reported on
Lines 06 through 10.

Line 13—Gross Operating Profit. Enter for
each year the difference between Lines 05
and 12.

Line 14—Selling, General and Administrative
Expenses. Report the total costs forecast for
administrative, marketing and general cor-
porate overhead functions that directly or
indirectly support the smelter’s operations.
Refer to the NSO Financial Reporting Over-
view for a general discussion of indirect cost
allocations from overhead cost pools. Attach
as part of Exhibit B a schedule classifying
selling, general and administrative expenses
into major cost components. Indicate wheth-
er each component represents costs directly
assignable to the smelter or indirect costs
allocated from other business segments to
the smelter. Explain the basis used for esti-
mating the amount of expected costs in-
cluded in each component and the basis used
for allocating indirect cost elements to the
smelter. Identify and explain any differences
between the selling, general and administra-
tive cost classification used in this Schedule
and that used in Line 15 of Schedule A.3.

Line 15—Taxes, Other than Income Taxes.
Report the total costs forecast for property

taxes and associated levies paid to govern-
mental units by or for the benefit of the
smelter operation. Attach as part of Exhibit
B a schedule classifying operating taxes by
major component. Indicate whether each
component represents taxes directly assign-
able to the smelter or taxes that have been
allocated among more than one facility. Ex-
plain the basis used for estimating taxes and
the basis for any allocation of taxes to the
smelter. Identify and explain any differences
between the component classifications used
in this Schedule and those used in Line 16 of
Schedule A.3.

Line 16—Research Costs. Report the esti-
mates of research costs incurred directly by
or for the benefit of the smelter operations.
Attach as part of Exhibit B a schedule
classifying the costs by major direct and in-
direct costs components. Explain the basis
for estimating the costs assigned to each
component. Identify and explain any dif-
ferences between classifications used in this
Schedule and those used in Line 17 of Sched-
ule A.3.

Line 17—Pollution Control Facility Deprecia-
tion and Amortization. Report the estimates
of depreciation and amortization charges as-
sociated with the smelter’s actual and fore-
cast investment in all pollution control
equipment and facilities. Reported charges
should be computed in accordance with de-
preciation and amortization methods adopt-
ed for tax reporting purposes by the firm. At-
tach explanatory supporting schedules as
part of Exhibit B.

Line 18—Other Smelter Facility Depreciation
and Amortization. Report the pro forma esti-
mates of depreciation and amortization
charge associated with the smelter’s invest-
ment in equipment and facilities other than
those classified as pollution control facili-
ties. Attach explanatory supporting sched-
ules as part of Exhibit B.

Line 19—Interest on Short-Term Debt. Report
the estimates of interest and other financing
charges on forecast short-term obligations as
classified in the smelter’s current liabilities
on Schedule A.4. Interest and associated fi-
nancing charges on long-term debt should
not be included as an expense identifiable
with the smelter’s operations. Attach as part
of Exhibit B a schedule showing the interest-
bearing, short-term debt contracts identifi-
able with the smelter’s operations, the inter-
est rate projected for these contracts, and
the estimated annual interest charges. Iden-
tify and explain any differences between the
classifications used in this Schedule and
those used in Line 20 of Schedule A.3.

Line 20—Miscellaneous Operating Expenses.
Report only the total operating expenses as-
sociated with or allocated to the smelter
that cannot be appropriately classified in
one of the preceding line items. Attach as
part of Exhibit B a schedule showing the
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classification of these residual operating ex-
penses into major cost components. Explain
the basis used for forecasting the cost under
each component. Identify each cost compo-
nent in terms of direct or indirect cost and
explain the basis used for allocating the indi-
rect costs to smelter operations. Identify and
explain any differences between cost classi-
fication included in this Schedule and those
used in Line 21 of Schedule A.3.

Line 21—Total Other Operating Expenses.
Enter for each year the sum of operating
costs reported on Lines 14 through 20.

Line 22—Income From Operations. Enter for
each year the difference between Lines 21
and 13.

Line 23—Income Taxes. Enter the product of
income from operations (Line 22) and the
sum of the Federal, State and local marginal
tax rates. Attach as part of Exhibit B a
schedule detailing the estimated marginal
tax rate by taxing entity.

Line 24—Net Income From Operations. Enter
for each year the difference between Lines 23
and 22.

Schedule C.2—Constant Controls Sustaining
Capital Investment Forecast

General. The applicant should estimate and
report, in Schedule C.2, yearly sustaining
capital outlays for maintenance of the
smelter’s existing productive capability.
These estimates should be forecast under the
assumption that full compliance with SIP
emission limitations for SO2 will be
achieved. Major elements of these outlays
should be disclosed, as well as the total of
such outlays. Estimates shall be restricted
to those items that will be capitalized for
tax purposes. These outlays shall primarily
be for plant replacement, although outlays
for improvements and expansion may be in-
cluded to the extent that improvements and/
or expansion, exclusive of required pollution
control outlays, can be justified as economi-
cally feasible. Estimates of sustaining cap-
ital shall exclude any incremental invest-
ment for constant control requirements.
Sustaining capital investments in facilities
shared with other operating segments shall
be allocated in accordance with the instruc-
tions given below.

Estimates of sustaining capital shall be
compatible with productive capacity and
pollution control requirements underlying
the operating revenue and cost forecasts in-
corporated in Schedule C.1.

Lines 01 to 06—Sustaining Capital. Report
for each year by individual line item prop-
erty, plant and equipment sustaining capital
investments assignable to smelter oper-
ations. Include both (1) property, plant and
equipment directly associated with the
smelter’s operations and (2) facilities shared
with other operating segments to the extent
that a causal and beneficial relationship can

be established for the intersegment alloca-
tions of such facility investments.

Attach as part of Exhibit B an explanatory
schedule disclosing and supporting by indi-
vidual line item the major elements of an-
nual capital expenditures for sustaining cap-
ital. Further classify these annual capital
expenditures into both (1) investments re-
quired to maintain the smelter versus in-
vestments in smelter expansion and im-
provements and (2) direct facility versus
joint-use facility investments. Explain the
method used for allocating capital expendi-
tures on joint-use facilities to the smelter’s
operations.

Line 07—Total Smelter Sustaining Capital.
Enter for each year the total of Lines 01
through 06. Transfer the reported total for
each year to Schedule C.4, Line 06.

Schedule C.3—Historical Capital Investment
In Constant Dollars

General. Use Schedule C.3 to report the
end-of-period asset investments and current
liabilities for the most recent fiscal year: (a)
expressed in nominal dollars as of the date of
the original transaction, and (b) expressed in
the current year’s dollars, i.e. 1984 dollars.
The value of net investment in constant dol-
lars (1984 dollars for smelters applying for an
NSO in 1984) is used in Schedule C.4 as the
benchmark of the Rate of Return Test.

Applicants should complete Schedule C.3
according to the following instructions.
Transfer into the first column of Schedule
C.3 the historical cost figures that are re-
ported in the last (1983) column of Table A.4.
In the second column of Schedule C.3, report
the figures from the first column of Schedule
C.3, expressed in constant (1984) dollars.

Convert each nominal dollar figure of the
first column into constant (1984) dollars in
accordance with the historical cost/constant
dollar accounting method defined in Finan-
cial Accounting Standards Board (FASB)
Statement No. 33 (Docket Item No. IV–A–6d),
with the following exception: the applicant
must not report the lower recoverable
amount as required by FASB No. 33. Attach
explanatory supporting schedules as part of
Exhibit B.

Schedule C.4—Rate of Return Test

General. Applicants must complete this
Schedule and/or Schedule B.7 and the accom-
panying schedules if they seek eligibility for
an NSO. The line items in Schedule C.4 are
explained in the following instructions.

Line 01—Net Income from Operations. Enter
for each year the amounts reported in Sched-
ule C.1, Line 24.

Lines 02 and 03—Depreciation and Amortiza-
tion. Enter for each year the amounts re-
ported in Schedule C.1, Lines 17 and 18, re-
spectively.
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Line 04—Operating Cash Flow. Enter for
each year the total of amounts reported on
Lines 01 through 03.

Line 05—Constant Controls Capital Invest-
ment. Enter the estimated capital outlays for
constant controls for the years during which
outlays would be made. These values shall
correspond to the constant control invest-
ment estimates shown in the supporting
schedules for Line 17 of Schedule C.1.
Changes in working capital investment due
to investment in constant controls facilities
may be added to the capital investment esti-
mates shown in the supporting schedules for
Schedule C.1.

Line 06—Sustaining Capital. Enter for each
year the amounts reported in Schedule C.2,
Line 07.

Line 07—Total. Enter for each year the sum
of Lines 05 and 06.

Line 08—Net Cash Flow Projections. Enter
for each year the difference between Lines 04
and 07.

Line 09—Discount Factors. Enter the dis-
count factor for each year, computed as de-
scribed in the instructions under Section 2.6.

Line 10—Present Value of Future Cash Flows.
Enter for each year the product of Lines 08
and 09.

Line 11—Horizon Value. Enter under the
Total column the estimated horizon value of
the smelter reported in Schedule C.5, Line 16.

Line 12—Discount Factor. Enter under the
Total column the appropriate discount fac-
tor, computed as described in the instruc-
tions under Section 2.6.

Line 13—Present Value of Horizon Value.
Enter under the Total column the product of
Lines 11 and 12.

Line 14—Present Value of Future Cash Flows.
Enter under the Total column the sum of
amounts previously reported on Line 10 for
1984 through 1990.

Line 15—Total Present Value. Enter the sum
of Lines 13 and 14.

Line 16—Net Smelter Capital Investment in
Constant Dollars. Enter under the Total col-
umn the amount reported in the second
(Constant Dollar) column of Schedule C.3,
Line 26 if the value is greater than zero. If
the value is zero or less, enter zero.

Line 17—Net Present Value. Enter the dif-
ference between Lines 15 and 16. Applicants
reporting a negative net present value will
pass the Rate of Return Test.

Schedule C.5—Horizon Value of Cash Flows
for the Rate of Return Test

General. The applicant should use Schedule
C.5 to calculate the horizon value of net cash
flow projections for the Rate of Return Test.
This horizon value is used in Schedule C.4.
The computation of the horizon value is dif-
ferent for this test than for the Profit Pro-
tection Test because this test requires the
reporting of depreciation for tax purposes.

In Schedule C.5, the applicant removes the
tax savings of constant controls depreciation
from the cash flows for the last two forecast
years. A depreciation-free horizon value is
then calculated from these depreciation-free
cash flows. The tax savings of constant con-
trols depreciation during the horizon years
are then calculated separately. The final ho-
rizon value is equal to the sum of the depre-
ciation-free horizon value and the tax sav-
ings from depreciation of constant controls
accruing over the horizon years. The line
items in Schedule C.5 are explained in the
following instructions.

Line 01—Net Cash Flow Projections. Enter
for each of the final two forecast years the
values in Schedule C.4, Line 08, for the cor-
responding years.

Line 02—Depreciation and Amortization.
Enter for each of the final two forecast years
the value in Schedule C.4, Line 02, for the
corresponding years.

Line 03—Marginal Tax Rate. Enter for each
of the final two forecast years the marginal
income tax rate applicable to the smelter.
This rate should incorporate both Federal
and State tax liability.

Line 04—Tax Savings. Enter for each of the
final two forecast years the product of Lines
02 and 03.

Line 05—Nominal Dollar Values. Enter for
each of the final two forecast years the dif-
ference between Lines 01 and 04.

Line 06—1990 Dollar Values. For each of the
final two forecast years the nominal dollar
values must be expressed in the last forecast
year’s dollars (1990 dollars). Transfer the 1990
amount in Line 05 directly to Line 06. Inflate
the 1989 amount to 1990 dollars using the
forecast GNP price deflator.

Line 07—Average. Enter under the Total
column the average of the two values in Line
06.

Line 08—Horizon Factor. Enter under the
Total column the horizon factor provided in
Section 2.7.

Line 09—Depreciation-free Horizon Value.
Enter under the Total column the product of
Lines 07 and 08.

Line 10—Depreciation and Amortization.
Enter for each year of the horizon period de-
preciation charges associated with the
smelter’s investment in equipment and fa-
cilities related to pollution controls. These
investments should include those actually
made and those required to be made by the
end of the forecast period. Reported charges
should be computed in accordance with de-
preciation and amortization methods adopt-
ed for tax reporting purposes by the firm. At-
tach as part of Exhibit B supporting sched-
ules consistent with those supporting Line 17
in Schedule C.1.

Line 11—Marginal Tax Rate. Enter for each
year of the horizon period the marginal in-
come tax rate applicable to the smelter. This

VerDate 11<MAY>2000 12:35 Aug 16, 2000 Jkt 190140 PO 00000 Frm 00186 Fmt 8010 Sfmt 8002 Y:\SGML\190140T.XXX pfrm08 PsN: 190140T



187

Environmental Protection Agency Pt. 57, App. A

rate should incorporate both Federal and
State tax liability.

Line 12—Tax Savings. Enter for each year of
the horizon period the product of Lines 10
and 11.

Line 13—Discount Factors. Enter the dis-
count factor for each year of the horizon pe-
riod. This shall be computed according to the
instructions under Section 2.6, except that
the variable N found in the discount factor
formula represents the number of years in
the future, counting from the last forecast year.
For example, N=1 for the first year of the ho-
rizon period.

Line 14—Present Value of Tax Savings. Enter
for each year of the horizon period the prod-
uct of Lines 12 and 13.

Line 15—Total Present Value of Tax Savings.
Enter under the Total column the sum of
values on Line 14 for the horizon years.

Line 16—Horizon Value. Enter under the
Total column the sum of Lines 09 and 15.

Schedule D.1—Interim Controls Revenue
Forecast

General. Use Schedule D.1 to report annual
forecasts of operating revenues anticipated
during the years 1984 through 1990 from oper-
ation of the smelter applying for an interim
controls waiver. The applicant applying for a
permanent waiver should complete Schedule
D.1 twice, with revenue and production pro-
jections based on two alternative assump-
tions: (1) Installation of interim constant
control equipment, no installation of any ad-
ditional SO2 controls that the smelter would
otherwise be required to install but for the
issuance of an NSO, and closure after Janu-
ary 1, 1988, and (2) installation of interim
constant control equipment and any addi-
tional SO2 controls required to comply with
the smelter’s SIP emission limitation by
January 2, 1988, so that the smelter will re-
main open through the horizon period. The
applicant applying for a temporary waiver
should use only the first assumption. For a
smelter that has no continuous emission
controls, the assumed interim control in-
vestment program should be based on the in-
stallation and operation of a well-designed
sulfuric acid plant to treat all strong gas
streams. For a smelter that already has
some continuous emission controls, the as-
sumed interim constant control investment
should be based on the installation and oper-
ation of any additional acid plant capacity
that would be necessary for treatment of all
strong streams with interim constant con-
trols. The interim controls projections
should account for other regulatory require-
ments on the same basis as provided for in
the NSO eligibility tests.

Forecast smelter revenues should be ex-
pressed on a tolling service equivalent basis
as described in Section 2.3.4. The line items
in Schedule D.1 are explained in the fol-
lowing instructions. Attach as part of Ex-

hibit B schedules to (1) explain the methods
used to make the required forecasts, (2) ex-
plain differences, if any, between historical
trends and the forecasts, and (3) provide data
and information to support the forecasts.

Lines 01 and 05—Concentrates Processed. Re-
port for each year the forecast quantity of
concentrates processed for unaffiliated par-
ties (Line 01) and affiliated parties (Line 05).

Lines 02 and 06—Smelting Charge. Report for
each year the forecast smelting charge for
unaffiliated parties (Line 02) and affiliated
parties (Line 06). See Section 2.4 for forecast
copper smelting charges furnished by EPA.

Lines 03 and 07—Total Smelter Revenues. Re-
port for each year the forecast total oper-
ating revenues derived from processing con-
centrates. The total for unaffiliated parties
(Line 03) is equal to the product of Lines 01,
02, and 04, and for affiliated parties (Line 07),
the product of Lines 05, 06, and 08.

Lines 04 and 08—Average Product Grade. Re-
port for each year the forecast average qual-
ity rating assigned to concentrates processed
for unaffiliated parties (Line 04) and affili-
ated parties (Line 08).

Line 09—Total Co-Product Revenues. Report
for each year the forecast net revenues from
sales of co-products derived from the smelt-
er’s operations. Attach as part of Exhibit B
a schedule showing by individual type of co-
product the forecast quantity produced and
sold, forecast market price per unit of sales,
and forecast total revenues derived from the
co-product sales.

Line 10—Total By-product Revenues From
Pollution Control Facilities. Report for each
year forecast revenues from the sale of by-
products derived from operation of the
smelter’s pollution control facilities. Attach
as part of Exhibit B a schedule showing by
type of by-product produced (e.g., sulfuric
acid) the forecast quantity of output, fore-
cast market price per unit of output sold,
and forecast total revenue derived from the
by-product sales.

Line 11—Total By-product Revenues From
Other Smelter Processing. Report forecast rev-
enues from the sales of gold, silver, and
other by-products derived from the smelter’s
operations. Attach as part of Exhibit B a
schedule providing additional documentation
as specified in the instructions for Line 10.

Line 12—Total Co-product and By-product
Revenues. Enter for each year the total of
Lines 09 through 11.

Schedule D.2—Interim Controls Cost
Forecast

General. Use Schedule D.2 to report annual
forecasts of operating costs anticipated dur-
ing the years 1984 through 1990 from oper-
ation of the smelter applying for an interim
controls waiver. The applicant applying for a
permanent waiver should complete Schedule
D.2 twice, with cost and production projec-
tions based on two alternative assumptions:
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(1) Installation of interim constant control
equipment, no installation of any additional
SO2 controls that the smelter would other-
wise be required to install but for the
issuance of an NSO, and closure after Janu-
ary 1, 1988, and (2) installation of interim
constant control equipment and any addi-
tional SO2 controls required to comply with
the smelter’s SIP emission limitation by
January 2, 1988, so that the smelter will re-
main open through the horizon period. For a
smelter that has no continuous emission
controls, the assumed interim control in-
vestment program should be based on the in-
stallation and operation of a well-designed
sulfuric acid plant to treat all strong gas
streams. For a smelter that already has
some continuous emission controls, the as-
sumed interim constant control investment
should be based on the installation and oper-
ation of any additional acid plant capacity
that would be necessary for treatment of all
strong streams with interim constant con-
trols. The interim controls projections
should account for other regulatory require-
ments on the same basis as provided for in
the NSO eligibility tests.

The line items in Schedule D.2 are ex-
plained in the following instructions. Attach
as part of Exhibit B schedules to (1) explain
the methods used to make the required fore-
casts, (2) explain differences, if any, between
historical trends and the forecasts, and (3)
provide data and information to support the
forecasts.

Line 01—Direct Labor Hours. Report for each
year the quantity of direct labor hours re-
quired to support the processing levels pre-
viously reported. Attach as part of Exhibit B
an explanation of the labor productivity fac-
tors involved.

Line 02—Average Hourly Wage Rate. Report
for each year the forecast average wage rate
per unit of direct labor input. Attach as part
of Exhibit B a description of direct labor cost
factors under any existing labor contracts
that extend to the forecast period and an ex-
planation of the methodology used to fore-
cast wage rates. EPA-provided forecast wage
indices are reported in Section 2.4.

Line 03—Total Wage Payments. Enter for
each year the product of Lines 01 and 02.

Line 04—Supplemental Employee Benefits.
Report for each year adjustments required to
direct labor costs for other employee com-
pensation under supplemental benefit plans.
Attach as part of Exhibit B a description of
such plans and their costs and an expla-
nation of the methodology used to forecast
such costs. EPA-provided forecast wage indi-
ces are reported in Section 2.4.

Line 05—Total Production Labor Costs. Enter
for each year the total of Lines 03 and 04.

Lines 06, 09, 12, 15, and 18—Energy Quan-
tities. Report for each year the quantity of
energy by type required to support the proc-
essing levels reported in the smelter’s rev-

enue. Attach as part of Exhibit B an expla-
nation of energy characteristics and use fac-
tors considered in forecasting the smelter’s
future energy requirements.

Lines 07, 10, 13, 16, and 19—Unit Prices. Re-
port for each year the forecast price per unit
of energy input by type of energy. Attach as
part of Exhibit B a description of the energy
price factors under any existing energy con-
tracts that extend to the forecast period and
an explanation of the methodology used to
forecast unit energy prices. EPA-provided
forecast energy indices are reported in Sec-
tion 2.4.

Lines 08, 11, 14, 17, and 20—Total Payments.
Enter for each year the products of quantity
and prices paid for electricity (Lines 06×07),
natural gas (Lines 09×10), coal (Lines 12×13),
fuel oil (Lines 15×16), and other (Lines 18×19).

Line 21—Total Energy Costs. Enter for each
year the total of Lines 08, 11, 14, 17, and 20.

Schedule D.3—Interim Controls Forecast
Profit and Loss Summary

General. Use Schedule D.3 to report fore-
cast revenue and cost information summed
in Schedules D.1 and D.2 for the years 1984
through 1990. Applicants applying for a per-
manent waiver must complete Schedule D.3
twice. Forecast revenues and costs in Sched-
ule D.3 shall be compatible with productive
capacity and pollution control assumptions
underlying the operating revenue and cost
forecasts incorporated into each set of
Schedules D.1 and D.2. Applicants applying
for a temporary waiver should use only the
first assumption: installation of interim con-
stant control equipment and no installation
of any additional SO2 controls that the
smelter would otherwise be required to in-
stall but for the issuance of an NSO. The
transfer of line items from Schedules D.1 and
D.2 to this Schedule is explained in the fol-
lowing instructions.

Line 01—Smelter Revenues—Unaffiliated Par-
ties. Enter the totals reported in Schedule
D.1, Line 03.

Line 02—Smelter Revenues-Affiliated Parties.
Enter the totals reported in Schedule D.1,
Line 07.

Line 03—Co-product and By-product Sales
Revenues. Enter the totals reported in Sched-
ule D.1, Line 12.

Line 04—Other Operating Revenues. Report
operating revenues anticipated from sources
not accounted for under Lines 01 through 03.
Refer to instructions for Line 04 of Schedule
A.3 for items that should not be included in
‘‘Other Operating Revenues.’’ Attach as part
of Exhibit B a schedule showing annual
amounts forecast by individual revenue com-
ponent for ‘‘other’’ operating revenues asso-
ciated with the smelter’s forecast interim
controls operations. Identify in the sup-
porting schedule any differences in the
‘‘other’’ revenue components reported in this
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Schedule and Schedule A.3 and explain the
reasons for such differences.

Line 05—Total Operating Revenues. Enter for
each year the total of Lines 01 through 04.

Line 06—Material Costs. Report total costs
forecast for flux, refractories, coke and other
materials directly associated with the smelt-
er’s processing of concentrates. Attach as
part of Exhibit B a schedule showing the an-
nual amounts forecast by major material
cost components. For each cost component,
identify the forecast quantity and unit price
elements of material cost and explain the
basis for forecasting these quantity and price
elements. Identify in the supporting schedule
any differences in the ‘‘other’’ material cost
components shown in this Schedule and
Schedule A.3 and explain the reasons for
such differences.

Line 07—Production Labor Costs. Enter the
totals reported in Schedule D.2, Line 05.

Line 08—Energy Costs. Enter the totals re-
ported in Schedule D.2, Line 21.

Line 09—Pollution Control Costs. Report the
total costs forecast for operation and main-
tenance of all pollution control equipment
and facilities under the two alternative sets
of assumptions made in corresponding
Schedules D.1 and D.2. Byproduct credits as-
sociated with operation of the pollution con-
trol facilities should be eliminated from the
cost accounts, reclassified to Schedule D.1,
Line 10 and included in Line 03 of this Sched-
ule. Attach a schedule as part of Exhibit B
classifying pollution control costs by major
cost components. Explain the basis used for
estimating each of the cost components.

Line 10—Production Overhead Costs. Report
the total costs forecast for indirect labor, in-
direct materials and other production over-
head costs associated with the smelter’s con-
stant controls forecasts. Attach as part of
Exhibit B a schedule showing annual over-
head costs projected by major cost compo-
nents associated with the smelter’s oper-
ations. For each cost component, where ap-
propriate, identify the forecast quantity and
unit price elements of overhead costs and ex-
plain the basis for estimating these quantity
and price elements. Also identify in the sup-
porting schedule any differences in produc-
tion overhead cost classifications used in
this Schedule and Schedule A.3 and explain
the reasons for such differences.

Line 11—Other Production Costs. Report
other forecast production costs not pre-
viously reported on lines 06 through 10. At-
tach as part of Exhibit B supporting sched-
ules showing the basis of the forecasts.

Line 12—Total Cost of Sales. Enter for each
year the sum of operating costs reported on
Lines 06 through 11.

Line 13—Gross Operating Profit. Enter for
each year the difference between Lines 05
and 12.

Line 14—Selling, General and Administrative
Expenses. Report the total costs forecast for

administrative, marketing and general cor-
porate overhead functions that directly or
indirectly support the smelter’s operations.
Refer to the NSO Financial Reporting Over-
view for general discussion of indirect cost
allocations from overhead cost pools. Attach
as part of Exhibit B a schedule classifying
selling, general and administrative expenses
into major cost components. Indicate wheth-
er each component represents costs directly
assignable to the smelter or indirect costs
allocated from other business segments to
the smelter. Explain the basis used for esti-
mating the amount of expected costs in-
cluded in each component and the basis used
for allocating indirect cost elements to the
smelter. Identify and explain any differences
between the selling, general and administra-
tive cost classification used in this Schedule
and that used in Line 15 of Schedule A.3.

Line 15—Taxes, Other than Income Taxes.
Report the total costs forecast for property
taxes and associated levies paid to govern-
mental units by or for the benefit of the
smelter operation. Attach as part of Exhibit
B a schedule classifying operating taxes by
major component. Indicate whether each
component represents taxes directly assign-
able to the smelter or taxes that have been
allocated among more than one facility. Ex-
plain the basis used for estimating taxes and
the basis for any allocation of taxes to the
smelter. Identify and explain any differences
between the component classifications used
in this Schedule and those used in Line 16 of
Schedule A.3.

Line 16—Research Costs. Report the esti-
mates of research costs incurred directly by
or for the benefit of the smelter operations.
Attach as part of Exhibit B a schedule
classifying the costs by major direct and in-
direct cost components. Explain the basis for
estimating the costs assigned to each compo-
nent. Identify and explain any differences be-
tween classifications used in this Schedule
and those used in Line 17 of Schedule A.3.

Line 17—Pollution Control Facility Deprecia-
tion and Amortization. Report the estimates
of depreciation and amortization charges as-
sociated with the smelter’s actual and fore-
cast investment in all pollution control
equipment and facilities under the two alter-
native sets of assumptions made in cor-
responding Schedules D.1 and D.2. Reported
charges should be computed in accordance
with depreciation and amortization methods
adopted for tax reporting purposes by the
firm. Attach explanatory supporting sched-
ules as part of Exhibit B.

Line 18—Other Smelter Facility Depreciation
and Amortization. Report the pro forma esti-
mates of depreciation and amortization
charges associated with the smelter’s invest-
ment in equipment and facilities other than
those classified as pollution control facili-
ties. Attach explanatory supporting sched-
ules as part of Exhibit B.
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Line 19—Interest on Short-Term Debt. Report
the estimates of interest and other financing
charges on forecast short-term obligations as
classified in the smelter’s current liabilities
on Schedule A.4. Interest and associated fi-
nancing charges on long-term debt should
not be included as an expense identifiable
with the smelter’s operations. Attach as part
of Exhibit B a schedule showing the interest-
bearing, short-term debt contracts identifi-
able with the smelter’s operations, the inter-
est rate projected for these contracts, and
the estimated annual interest charges. Iden-
tify and explain any differences between the
classifications used in this Schedule and
those used in Line 20 of Schedule A.3.

Line 20—Miscellaneous Operating Expenses.
Report only the total operating expenses as-
sociated with or allocated to the smelter
that cannot be appropriately classified in
one of the preceding line items. Attach as
part of Exhibit B a schedule showing the
classification of these residual operating ex-
penses into major cost components. Explain
the basis used for forecasting the cost under
each component. Identify each cost compo-
nent in terms of direct or indirect cost and
explain the basis used for allocating the indi-
rect costs to smelter operations. Identify and
explain any differences between cost classi-
fications included in this Schedule and those
used in Line 21 of Schedule A.3.

Line 21—Total Other Operating Expenses.
Enter for each year the sum of operating
costs reported on Lines 14 through 20.

Line 22—Income From Operations. Enter for
each year the difference between Lines 21
and 13.

Line 23—Income Taxes. Enter the product of
income from operations (Line 22) and the
sum of the Federal, State and local marginal
tax rates. Attach as part of Exhibit B a
schedule detailing the estimated marginal
tax rate by taxing entity.

Line 24—Net Income From Operations. Enter
for each year the difference between Lines 23
and 22.

The temporary waiver from interim con-
trols test is on Line 13 of Schedule D.3 that
was completed under the assumption of in-
stallation of interim constant control equip-
ment and no installation of any additional
SO2 controls that the smelter would other-
wise be required to install but for the
issuance of an NSO. Applicants will be eligi-
ble for a temporary waiver from the interim
development of constant control technology
for sulfur dioxide emissions if the reported
gross operating profit on Line 13 is a nega-
tive value for one or more years during
which the NSO is in effect.

Schedule D.4—Interim Controls Sustaining
Capital Investment Forecast

General. Use Schedule D.4 to report yearly
sustaining capital outlays for maintenance
of the smelter’s existing productive capa-

bility. The applicant should complete Sched-
ule D.4 twice, under two alternative assump-
tions: (1) Installation of interim constant
control equipment, no installation of any ad-
ditional SO2 controls that the smelter would
otherwise be required to install but for the
issuance of an NSO, and closure after Janu-
ary 1, 1988, and (2) installation of interim
constant equipment and any additional SO2

controls required to comply with the smelt-
er’s SIP emission limitation by January 2,
1988, so that the smelter will remain open
through the horizon period.

Major elements of these outlays should be
disclosed, as well as the total of such out-
lays. Estimates shall be restricted to those
items that will be capitalized for tax pur-
poses. These outlays shall primarily be for
plant replacement, although outlays for im-
provements and expansion may be included
to the extent that improvements and/or ex-
pansion, exclusive of required pollution con-
trol outlays, can be justified as economically
feasible. Estimates of sustaining capital in-
vestments shall exclude any incremental in-
vestment for sulfur dioxide emission con-
trols reported in Line 06 of Schedule D.6.
Sustaining capital investments in facilities
shared with other operating segments shall
be allocated in accordance with the instruc-
tions given below.

Estimates of sustaining capital shall be
compatible with productive capacity and
pollution control requirements underlying
the operating revenue and cost forecasts in-
corporated in Schedule D.3.

Line 01 to 06—Sustaining Capital. Report for
each year by individual line item property,
plant and equipment sustaining capital in-
vestments assignable to smelter operations.
Include both (1) property, plant and equip-
ment directly associated with the smelter’s
operations and (2) facilities shared with
other operating segments to the extent that
a causal and beneficial relationship can be
established for the intersegment allocations
of such facility investments.

Attach as part of Exhibit B an explanatory
schedule disclosing and supporting by indi-
vidual line item the major elements of an-
nual capital expenditures for sustaining cap-
ital. Further classify these annual capital
expenditures into both (1) investments re-
quired to maintain the smelter versus in-
vestments in smelter expansion and im-
provements and (2) direct facility versus
joint-use facility investments. Explain the
method used for allocating capital expendi-
tures on joint-use facilities to the smelter’s
operations.

Line 07—Total Smelter Sustaining Capital.
Enter for each year the total of Lines 01
through 06. Transfer the reported total for
each year to Schedule D.6, Line 06.
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Schedule D.5—Cash Proceeds From
Liquidation

General. Use Schedule D.5 to calculate cash
proceeds from liquidation. Applicants should
determine the current salvage value of their
existing investment in the smelter as the net
proceeds that could be derived through an
orderly liquidation of the smelter’s assets.
The net cash proceeds should be reported
after an appropriate allowance for disposal
costs, contractual claims against the smelter
(e.g., labor termination penalties), and in-
come tax effects on the corporation of such
liquidation costs.

The applicant must stipulate the most ad-
vantageous alternative market (use) for the
smelter’s facilities. Generally, this market
will be:

Secondary market for used plant and
equipment.

Sale for scrap.
Abandonment where the disposal cost ex-

ceeds scrap value.
The current net salvage value should be

disaggregated into the same property, plant
and equipment asset groups reported under
the historical capital investment summary,
Schedule A.4. The line items in Schedule D.5
are explained in the following instructions.

Line 01—Current Assets. Enter in Columns 1
and 2, the value of total current assets shown
in Line 08 of Schedule A.4 (Historical Capital
Investment Summary) for 1983. No gain or
loss should be reported in Columns 3 through
5 for the liquidation of current asset invest-
ments.

Lines 02–07—Property Plant and Equipment.
Enter in Column 1 the appraised liquidation
value (in terms of pretax cash proceeds) of
the smelter by asset group. This estimate
should be certified by a qualified third party
professional appraiser and shall represent
the best use and highest alternative value of
these assets. The liquidation value of any as-
sets which are jointly used by the smelter
and other operating segments shall be ex-
cluded if, upon closure of the smelter, such
assets would continue in service for the non-
smelter activity.

In Column 2, report the net book value of
these assets for which liquidation values
have been reported in Column 1. The re-
ported values should correspond with
amounts reported for 1982 in lines 09 through
15 in Schedule A.4 as adjusted for appro-
priate eliminations of joint-use facilities and
reconciliation to a net book value as re-
ported for income taxes. Attach as part of
Exhibit B supporting schedules showing all
adjustments and conversion of the net book
value as reported on the financial state-
ments, to net book value that would be used
for income tax purposes.

Compute Column 3 as Column 1 less Col-
umn 2. The gain (or loss) shown in Column 3
shall be segregated into ordinary income and

capital gains components subject to taxation
pursuant to applicable income tax rules.
Enter ordinary income in Column 4 and cap-
ital gains in Column 5.

Line 08—Total Smelter Investment. Enter the
sum of Lines 02 through 07 for each of the
columns.

Line 09—Other Non-current Assets. In Col-
umn 1, report the appraised value of other
non-current assets in accordance with the in-
structions for Line 18, Schedule A.4, except
that any joint asset(s) that would continue
in the event of smelter liquidation shall be
excluded. This estimate shall be certified by
a qualified third-party professional ap-
praiser.

In Column 2, report the net book value of
the non-current assets directly cor-
responding to those assets included in the
liquidation value estimated under Column 1.

The remaining columns shall be completed
in accordance with the instructions given
above for Lines 02 and 06.

Line 10—Total Smelter Value. Enter the sum
of Lines 01, 08 and 09.

Line 11—Total Current Liabilities. Report in
both Columns 1 and 2, the value of total cur-
rent liabilities shown in Line 25 of Schedule
A.4 for 1983.

Line 12—Gross Liquidation Value. Enter the
difference between Lines 10 and 11.

Line 13—Liquidation Costs. In Columns 1, 3
and 4, report the value of any liquidation
costs such as labor contract termination
penalties, severance pay and related costs,
associated with closure of the smelter.

Line 14—Taxable Gain (or Loss). Enter in
Columns 4 and 5, the differences between
Lines 12 and 13.

Line 15—Income Tax Rate. Enter the sum of
the Federal, State and local marginal tax
rates of the firm for ordinary income and
capital gains in Columns 4 and 5, respec-
tively. Attach as part of Exhibit B a sched-
ule detailing the estimated marginal tax
rate by taxing entity.

Line 16—Income Tax on Gain (or Loss). In
Columns 4 and 5, enter the product of Line 14
and the marginal income tax rates reported
in Line 15. In Column 1, enter the sum of Col-
umns 4 and 5.

Line 17—After Tax Cash Proceeds. Enter in
Column 1 the difference between Line 12 and
the sum of Lines 13 and 16.

Schedule D.6—Permanent Waiver from
Interim Controls Test

General. Applicants must complete this
Schedule and its supporting schedules if they
seek a permanent waiver from interim con-
trol requirements. The applicant should
complete Schedule D.6 twice, with revenue
and production projections based on two al-
ternative assumptions: (1) Installation of in-
terim constant control equipment, no instal-
lation of any additional SO2 controls that
the smelter would otherwise be required to
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install but for the issuance of an NSO, and
closure after January 1, 1988, and (2) installa-
tion of interim constant control equipment
and any additional SO2 controls required to
comply with the smelter’s SIP emission lim-
itation by January 2, 1988, so that the smelt-
er will remain open through the horizon pe-
riod. Forecasts in Schedule D.6 shall be com-
patible with assumptions and forecasts in
each set of Schedules D.1 through D.4. The
line items in Schedule D.6 are explained in
the following instructions.

Line 01—Net Income from Operations. Enter
for each year the amounts reported in Sched-
ule D.3, Line 24.

Line 02—Net Income Adjustments. Enter any
adjustments to net income not included in
Schedule D.3. When assuming closure after
January 1, 1988, the applicant must include
the proceeds from liquidation in 1988. The ap-
plicant must estimate liquidation value as of
1988 using one of two methods: (1) the appli-
cant may complete Schedule D.5 assuming
liquidation in 1988 and report the value of
after-tax cash proceeds in Line 17; or (2) the
applicant may use the value of after-tax cash
proceeds in Line 17 of Schedule D.5, as al-
ready completed, assuming liquidation in
the current (application) year, and express-
ing values in 1988 dollars. The current liq-
uidation value must be inflated to 1988 dol-
lars by applying the appropriate forecast
percentage rate changes in the GNP price
deflator. Attach explanatory supporting
schedules in Exhibit B.

Lines 03 and 04—Depreciation and Amortiza-
tion. Enter for each year the amounts re-
ported in Schedule D.3, Lines 17 and 18, re-
spectively.

Line 05—Operating Cash Flow. Enter for
each year the total of amounts reported on
Lines 01 through 04.

Line 06—Pollution Controls Capital Invest-
ment. Enter the estimated pollution control
capital outlays projected to be made under
the two alternative sets of assumptions de-
scribed in the General section of this sched-
ule. These controls shall include only in-
terim control equipment for the first set of
assumptions and both interim control equip-
ment and any additional SO2 controls re-
quired to comply with the smelter’s SIP
emission limitation by January 2, 1988, for
the second set of assumptions. The values as-
sumed in this schedule shall correspond to
the investment estimates shown in each set
of supporting schedules for Line 17 of Sched-
ule D.3. For purposes of allocating costs of
the additional SO2 controls under the second
set of assumptions, applicants must provide
information establishing the period over
which capital outlays for such controls
would be made if installation of the controls
begins the latest date that would still allow
compliance to be achieved by January 2,
1988. Changes in working capital investment
due to investment in control facilities may

be added to the capital investment estimates
shown in the corresponding supporting
schedules for Schedule D.3.

Line 07—Sustaining Capital. Enter for each
year the amounts reported in Schedule D.4,
Line 07.

Line 08—Total. Enter for each year the sum
of Lines 05 and 06.

Line 09—Net Cash Flow Projections. Enter
for each year the difference between Lines 04
and 07.

Line 10—Discount Factors. Enter the dis-
count factor for each year, computed as de-
scribed in the instructions under Section 2.6.

Line 11—Present Value of Future Cash Flows.
Enter for each year the product of Lines 08
and 09.

Line 12—Horizon Value. Enter under the
Total column the estimated horizon value of
the smelter reported in Schedule D.7, Line
16.

Line 13—Discount Factor. Enter under the
Total column the appropriate discount fac-
tor, computed as described in the instruc-
tions under Section 2.6.

Line 14—Present Value of Horizon Value.
Enter under the Total column the product of
Lines 11 and 12.

Line 15—Present Value of Future Cash Flows.
Enter under the Total column the sum of
amounts previously reported on Line 10 for
1984 through 1990.

Line 16—Total Present Value. Enter the sum
of Lines 13 and 14.

Line 17—Current Salvage Value. Enter the
amount reported in Schedule D.5, Line 17, if
the value is greater than zero. If the value is
zero or less, enter zero.

Line 18—Net Present Value. Enter the dif-
ference between Lines 16 and 17. In deter-
mining eligibility for a permanent waiver
from interim control requirements, an appli-
cant must use the higher of the two net
present value figures computed under the
two alternative assumptions. Applicants re-
porting a negative value for the higher net
present value figure will be eligible for a per-
manent waiver from interim use of a con-
stant control system for sulfur dioxide emis-
sions.

Schedule D.7—Horizon Value of Cash Flows
for the Interim Controls Test

General. Use Schedule D.7 to calculate the
horizon value of net cash flow projections for
the Interim Controls Test. This horizon
value is used in Schedule D.6. The computa-
tion of the horizon value is different for this
test than for the Profit Protection Test be-
cause this test requires the reporting of de-
preciation for tax purposes.

In Schedule D.7, the applicant removes the
tax savings of control equipment deprecia-
tion from the cash flows for the last two
forecast years. A depreciation-free horizon
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value is then calculated from these deprecia-
tion-free cash flows. The tax savings of con-
stant controls depreciation during the hori-
zon years are then calculated separately.
The final horizon value is equal to the sum
of the depreciation-free horizon value and
the tax savings from depreciation of con-
stant controls accruing over the horizon
years. The line items in Schedule D.7 are ex-
plained in the following instruction.

Line 01—Net Cash Flow Projections. Enter
for each of the final two forecast years the
values in Schedule D.6, Line 09, for the cor-
responding years.

Line 02—Depreciation and Amortization.
Enter for each of the final two forecast years
the value in Schedule D.6, Line 03, for the
corresponding years.

Line 03—Marginal Tax Rate. Enter for each
of the final two forecast years the marginal
income tax rate applicable to the smelter.
This rate should incorporate both Federal
and State tax liability.

Line 04—Tax Savings. Enter for each of the
final two forecast years the product of Lines
02 and 03.

Line 05—Nominal Dollar Values. Enter for
each of the final two forecast years the dif-
ference between Lines 01 and 04.

Line 06—1990 Dollar Values. For each of the
final two forecast years the nominal dollar
values must be expressed in the last forecast
year’s dollars (1990 dollars). Transfer the 1990
amount in Line 05 directly to Line 06. Inflate
the 1989 amount to 1990 dollars using the
forecast GNP price deflator.

Line 07—Average. Enter under the Total
column the average of the two values in Line
06.

Line 08—Horizon Factor. Enter under the
Total column the horizon factor provided in
Section 2.7.

Line 09—Depreciation-free Horizon Value.
Enter under the Total column the product of
Lines 07 and 08.

Line 10—Depreciation and Amortization.
Enter for each year of the horizon period de-
preciation charges associated with the
smelter’s investment in equipment and fa-
cilities related to pollution controls. These
investments should include those actually
made and those forecast to be made by the
end of the forecast period. Reported charges
should be computed in accordance with de-
preciation and amortization methods adopt-
ed for tax reporting purposes by the firm. At-
tach as part of exhibit B supporting sched-
ules consistent with those supporting Line 17
in Schedule D.3.

Line 11—Marginal Tax Rate. Enter for each
year of the horizon period the marginal in-
come tax rate applicable to the smelter. This

rate should incorporate both Federal and
State tax liability.

Line 12—Tax Savings. Enter for each year of
the horizon period the product of Lines 10
and 11.

Line 13—Discount Factors. Enter the dis-
count factor for each year of the horizon pe-
riod. This shall be computed according to the
instructions under Section 2.6, except that
the variable N found in the discount factor
formula represents the number of years in
the future, counting from the last forecast year.
For example, N=1 for the first year of the ho-
rizon period.

Line 14—Present Value of Tax Savings. Enter
for each year of the horizon period the prod-
uct of Lines 12 and 13.

Line 15—Total Present Value of Tax Savings.
Enter under the Total column the sum of
values on Line 14 for the horizon years.

Line 16—Horizon Value. Enter under the
Total column the sum of Lines 09 and 15.

ENVIRONMENTAL PROTECTION AGENCY

Primary Nonferrous Smelter Order Application

Part I—Identification Information

1. Firm name llllllllllllllll
2. Street/Box/RFD llllllllllllll
3. City llllllllllllllllllll
4. State lllllllllllllllllll
5. Zip Code lllllllllllllllll
6. IRS Employer Identification No. lllll
7. SEC 1934 Act Registration No. llllll
8. Smelter Name llllllllllllll
9. Street/Box/RFD llllllllllllll
10. City lllllllllllllllllll
11. State lllllllllllllllllll
12. Zip Code lllllllllllllllll
13. Contact Person lllllllllllll
14. Title lllllllllllllllllll
15. Street/Box/RFD lllllllllllll
16. City lllllllllllllllllll
17. State lllllllllllllllllll
18. Zip Code lllllllllllllllll
19. Telephone llllllllllllllll

Part II—Certification

I certify that the information provided
herein and appended hereto is true and accu-
rate to the best of my knowledge. I under-
stand that this information is being re-
quired, in part, under the authority of Sec-
tion 114 of the Clean Air Act, 42 U.S.C. 7414.

Name llllllllllllllllllll
Title lllllllllllllllllllll
Signature llllllllllllllllll
Date lllllllllllllllllllll
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SCHEDULE A.1—HISTORICAL REVENUE DATA
[Smelter identification]

Line 1979 1980 1981 1982 1983

A. Copper product sales:
1. Total quantity sold ..................................................................... 01 ............ ............ ............ ............ ............
2. Unaffiliated customer sales:

a. Quantity sold ....................................................................... 2 ............ ............ ............ ............ ............
b. Operating revenue .............................................................. 03 ............ ............ ............ ............ ............
c. Average unit price ............................................................... 04 ............ ............ ............ ............ ............
d. Average product grade ....................................................... 05 ............ ............ ............ ............ ............

3. Affiliated customers sales:
a. Quantity sold ....................................................................... 06 ............ ............ ............ ............ ............
b. Operating revenue .............................................................. 07 ............ ............ ............ ............ ............
c. Average unit price ............................................................... 08 ............ ............ ............ ............ ............
d. Average product grade ....................................................... 09 ............ ............ ............ ............ ............

4. Adjusted copper revenues:
a. Total copper revenues ........................................................ 10 ............ ............ ............ ............ ............
b. Transfer price adjustment ................................................... 11 ............ ............ ............ ............ ............
c. Other revenue adjustments ................................................ 12 ............ ............ ............ ............ ............
d. Adjusted copper revenues .................................................. 13 ............ ............ ............ ............ ............

B. Lead product sales:
1. Total quantity sold ..................................................................... 14 ............ ............ ............ ............ ............
2. Unaffiliated customer sales:

a. Quantity sold ....................................................................... 15 ............ ............ ............ ............ ............
b. Operating revenue .............................................................. 16 ............ ............ ............ ............ ............
c. Average unit price ............................................................... 17 ............ ............ ............ ............ ............
d. Average product grade ....................................................... 18 ............ ............ ............ ............ ............

3. Affiliated customer sales:
a. Quantity sold ....................................................................... 19 ............ ............ ............ ............ ............
b. Operating revenue .............................................................. 20 ............ ............ ............ ............ ............
c. Average unit price ............................................................... 21 ............ ............ ............ ............ ............
d. Average product grade ....................................................... 22 ............ ............ ............ ............ ............

4. Adjusted lead revenues:
a. Total lead revenues ............................................................ 23 ............ ............ ............ ............ ............
b. Transfer price adjustment ................................................... 24 ............ ............ ............ ............ ............
c. Other revenue adjustments ................................................ 25 ............ ............ ............ ............ ............
d. Adjusted lead revenues ...................................................... 26 ............ ............ ............ ............ ............

C. Zinc product sales:
1. Total quantity sold ..................................................................... 27 ............ ............ ............ ............ ............
2. Unaffiliated customer sales:

a. Quantity sold ....................................................................... 28 ............ ............ ............ ............ ............
b. Operating revenue .............................................................. 29 ............ ............ ............ ............ ............
c. Average unit price ............................................................... 30 ............ ............ ............ ............ ............
d. Average product grade ....................................................... 31 ............ ............ ............ ............ ............

3. Affiliated customer sales:
a. Quantity sold ....................................................................... 32 ............ ............ ............ ............ ............
b. Operating revenue .............................................................. 33 ............ ............ ............ ............ ............
c. Average unit price ............................................................... 34 ............ ............ ............ ............ ............
d. Average product grade ....................................................... 35 ............ ............ ............ ............ ............

4. Adjusted zinc revenues:
a. Total zinc revenues ............................................................ 36 ............ ............ ............ ............ ............
b. Transfer price adjustment ................................................... 37 ............ ............ ............ ............ ............
c. Other revenue adjustments ................................................ 38 ............ ............ ............ ............ ............
d. Adjusted zinc revenues ...................................................... 39 ............ ............ ............ ............ ............

D. Molybdenum or other nonferrous metal sales:
1. Total quantity sold ..................................................................... 40 ............ ............ ............ ............ ............
2. Unaffiliated customer sales:

a. Quantity sold ....................................................................... 41 ............ ............ ............ ............ ............
b. Operating revenue .............................................................. 42 ............ ............ ............ ............ ............
c. Average unit price ............................................................... 43 ............ ............ ............ ............ ............
d. Average product grade ....................................................... 44 ............ ............ ............ ............ ............

3. Affiliated customer sales:
a. Quantity sold ....................................................................... 45 ............ ............ ............ ............ ............
b. Operating revenue .............................................................. 46 ............ ............ ............ ............ ............
c. Average unit price ............................................................... 47 ............ ............ ............ ............ ............
d. Average product grade ....................................................... 48 ............ ............ ............ ............ ............

4. Adjusted molybdenum or other nonferrous metal revenues:
a. Total molybdenum or other nonferrous metal revenues .... 49 ............ ............ ............ ............ ............
b. Transfer price adjustment ................................................... 50 ............ ............ ............ ............ ............
c. Other revenue adjustments ................................................ 51 ............ ............ ............ ............ ............
d. Adjusted molybdenum or other nonferrous metal reve-

nues ..................................................................................... 52 ............ ............ ............ ............ ............
E. Primary metal revenues ................................................................... 53 ............ ............ ............ ............ ............
F. Tolling service revenues:

1. Total toll concentrates processed .............................................. 54 ............ ............ ............ ............ ............
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SCHEDULE A.1—HISTORICAL REVENUE DATA—Continued
[Smelter identification]

Line 1979 1980 1981 1982 1983

2. Unaffiliated customer revenues:
a. Concentrates processed ..................................................... 55 ............ ............ ............ ............ ............
b. Operating revenue .............................................................. 56 ............ ............ ............ ............ ............
c. Average unit price ............................................................... 57 ............ ............ ............ ............ ............
d. Average product grade ....................................................... 58 ............ ............ ............ ............ ............

3. Affiliated customer revenues:
a. Concentrates processed ..................................................... 59 ............ ............ ............ ............ ............
b. Operating revenue .............................................................. 60 ............ ............ ............ ............ ............
c. Average unit price ............................................................... 61 ............ ............ ............ ............ ............
d. Average product grade ....................................................... 62 ............ ............ ............ ............ ............

4. Adjusted tolling service revenues:
a. Total tolling service revenue .............................................. 63 ............ ............ ............ ............ ............
b. Transfer price adjustment ................................................... 64 ............ ............ ............ ............ ............
c. Other revenue adjustments ................................................ 65 ............ ............ ............ ............ ............
d. Adjusted tolling service revenues ....................................... 66 ............ ............ ............ ............ ............

G. Coproduct and byproduct sales:
1. Total coproduct revenues .......................................................... 67 ............ ............ ............ ............ ............
2. Total byproduct revenues:

a. Pollution control facilities .................................................... 68 ............ ............ ............ ............ ............
b. Other smelter processing ................................................... 69 ............ ............ ............ ............ ............

3. Total coproduct and byproduct revenues .................................. 70 ............ ............ ............ ............ ............

SCHEDULE A.2—HISTORICAL COST DATA
[Smelter identification]

Line 1979 1980 1981 1982 1983

A. Concentrate costs:
1. Total quantity purchased ........................................................... 01 ............ ............ ............ ............ ............
2. Unaffiliated purchases:

a. Quantity purchased ............................................................ 02 ............ ............ ............ ............ ............
b. Concentrate cost ................................................................ 03 ............ ............ ............ ............ ............
c. Average unit price ............................................................... 04 ............ ............ ............ ............ ............
d. Average concentrate grade ................................................ 05 ............ ............ ............ ............ ............

3. Affiliated purchases:
a. Quantity purchased ............................................................ 06 ............ ............ ............ ............ ............
b. Concentrate cost ................................................................ 07 ............ ............ ............ ............ ............
c. Average unit price ............................................................... 08 ............ ............ ............ ............ ............
d. Average concentrate grade ................................................ 09 ............ ............ ............ ............ ............

4. Adjusted concentrate costs:
a. Total concentrate costs ...................................................... 10 ............ ............ ............ ............ ............
b. Transfer price adjustment ................................................... 11 ............ ............ ............ ............ ............
c. Other cost adjustments ....................................................... 12 ............ ............ ............ ............ ............
d. Adjusted concentrate cost .................................................. 13 ............ ............ ............ ............ ............

B. Production labor cost:
1. Direct labor hours ...................................................................... 14 ............ ............ ............ ............ ............
2. Average hourly wage rate ......................................................... 15 ............ ............ ............ ............ ............
3. Total wage payments ................................................................ 16 ............ ............ ............ ............ ............
4. Supplemental employee benefits .............................................. 17 ............ ............ ............ ............ ............
5. Total production labor cost ........................................................ 18 ............ ............ ............ ............ ............

C. Energy costs:
1. Electricity:

a. Quantity in kilowatt hours ................................................... 19 ............ ............ ............ ............ ............
b. Price per kwh ...................................................................... 20 ............ ............ ............ ............ ............
c. Total electricity payments ................................................... 21 ............ ............ ............ ............ ............

2. Natural gas:
a. Quantity in mcf ................................................................... 22 ............ ............ ............ ............ ............
b. Price per mcf ...................................................................... 23 ............ ............ ............ ............ ............
c. Total natural gas payments ................................................ 24 ............ ............ ............ ............ ............

3. Coal:
a. Quantity in tons .................................................................. 25 ............ ............ ............ ............ ............
b. Price per ton ....................................................................... 26 ............ ............ ............ ............ ............
c. Total coal payments ........................................................... 27 ............ ............ ............ ............ ............

4. Fuel oil:
a. Quantity in gallons .............................................................. 28 ............ ............ ............ ............ ............
b. Price per gallon .................................................................. 29 ............ ............ ............ ............ ............
c. Total fuel oil payments ....................................................... 30 ............ ............ ............ ............ ............

5. Other (specify):
a. Quantity (specific units) ...................................................... 31 ............ ............ ............ ............ ............
b. Price per unit ...................................................................... 32 ............ ............ ............ ............ ............
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SCHEDULE A.2—HISTORICAL COST DATA—Continued
[Smelter identification]

Line 1979 1980 1981 1982 1983

c. Total payments ................................................................... 33 ............ ............ ............ ............ ............
6. Total energy costs ..................................................................... 34 ............ ............ ............ ............ ............

SCHEDULE A.3—HISTORICAL PROFIT AND LOSS SUMMARY
[Smelter identification]

Line 1979 1980 1981 1982 1983

A. Operating revenues:
1. Primary metal sales ................................................................... 01 ............ ............ ............ ............ ............
2. Coproduct and byproduct sales ................................................. 02 ............ ............ ............ ............ ............
3. Tolling service revenues ............................................................ 03 ............ ............ ............ ............ ............
4. Other operating revenues .......................................................... 04 ............ ............ ............ ............ ............
5. Total operating revenues ........................................................... 05 ............ ............ ............ ............ ............

B. Cost of sales:
1. Concentrates processed ............................................................ 06 ............ ............ ............ ............ ............
2. Other materials .......................................................................... 07 ............ ............ ............ ............ ............
3. Production labor ......................................................................... 08 ............ ............ ............ ............ ............
4. Energy costs .............................................................................. 09 ............ ............ ............ ............ ............
5. Pollution control cost ................................................................. 10 ............ ............ ............ ............ ............
6. Production overhead .................................................................. 11 ............ ............ ............ ............ ............
7. Other production costs .............................................................. 12 ............ ............ ............ ............ ............
8. Total cost of sales ..................................................................... 13 ............ ............ ............ ............ ............

C. Gross operating profit ....................................................................... 14 ............ ............ ............ ............ ............
D. Other operating expenses:

1. Selling general and administrative ............................................ 15 ............ ............ ............ ............ ............
2. Taxes, other than income tax .................................................... 16 ............ ............ ............ ............ ............
3. Research costs .......................................................................... 17 ............ ............ ............ ............ ............
4. Depreciation and amortization:

a. Pollution control facilities .................................................... 18 ............ ............ ............ ............ ............
b. Other smelter facilities ........................................................ 19 ............ ............ ............ ............ ............

5. Interest on short term debt ........................................................ 20 ............ ............ ............ ............ ............
6. Miscellaneous operating expenses ........................................... 21 ............ ............ ............ ............ ............
7. Total other operating expenses ................................................. 22 ............ ............ ............ ............ ............

E. Income from operations .................................................................... 23 ............ ............ ............ ............ ............
F. Other income and (expense):

1. Gain/(loss) on disposition of property ........................................ 24 ............ ............ ............ ............ ............
2. Miscellaneous other income and (expense) .............................. 25 ............ ............ ............ ............ ............
3. Total other income and (expense) ............................................ 26 ............ ............ ............ ............ ............

G. Net taxable income .......................................................................... 27 ............ ............ ............ ............ ............

SCHEDULE A.4—HISTORICAL CAPITAL INVESTMENT SUMMARY
[Smelter identification]

Line 1979 1980 1981 1982 1983

A. Current assets:
1. Cash on hand and deposit ........................................................ 01 ............ ............ ............ ............ ............
2. Temporary cash investments .................................................... 02 ............ ............ ............ ............ ............
3. Trade receivables, net:

a. Unaffiliated customers ........................................................ 03 ............ ............ ............ ............ ............
b. Affiliated customers ............................................................ 04 ............ ............ ............ ............ ............

4. Inventories:
a. Raw materials and products ............................................... 05 ............ ............ ............ ............ ............
b. Other materials and supplies ............................................. 06 ............ ............ ............ ............ ............

5. Other current assets .................................................................. 07 ............ ............ ............ ............ ............
6. Total current assets ................................................................... 08 ............ ............ ............ ............ ............

B. Property, plant and equipment:
1. Land ........................................................................................... 09 ............ ............ ............ ............ ............
2. Buildings and improvements ..................................................... 10 ............ ............ ............ ............ ............
3. Machinery and equipment ......................................................... 11 ............ ............ ............ ............ ............
4. Transportation equipment .......................................................... 12 ............ ............ ............ ............ ............
5. Pollution control facilities ........................................................... 13 ............ ............ ............ ............ ............
6. Other fixed assets ...................................................................... 14 ............ ............ ............ ............ ............
7. Total smelter investment ........................................................... 15 ............ ............ ............ ............ ............
8. Less: Accumulated depreciation and amortization .................... 16 ............ ............ ............ ............ ............
9. Net smelter investment .............................................................. 17 ............ ............ ............ ............ ............

C. Other noncurrent assets ................................................................... 18 ............ ............ ............ ............ ............
D. Total smelter capital investment ...................................................... 19 ............ ............ ............ ............ ............
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SCHEDULE A.4—HISTORICAL CAPITAL INVESTMENT SUMMARY—Continued
[Smelter identification]

Line 1979 1980 1981 1982 1983

E. Current liabilities:
1. Trade accounts and notes payable:

a. Unaffiliated suppliers .......................................................... 20 ............ ............ ............ ............ ............
b. Affiliated suppliers .............................................................. 21 ............ ............ ............ ............ ............

2. Other expense accruals ............................................................. 22 ............ ............ ............ ............ ............
3. Notes payable, current .............................................................. 23 ............ ............ ............ ............ ............
4. Other current liabilities ............................................................... 24 ............ ............ ............ ............ ............
5. Total current liabilities ................................................................ 25 ............ ............ ............ ............ ............

F. Net smelter capital investment ......................................................... 26 ............ ............ ............ ............ ............

SCHEDULE B—PRE-CONTROL REVENUE FORECAST
[Smelter identification]

Line 1984 1985 1986 1987 1988 1989 1990

A. Forecast smelter revenues—unaffiliated par-
ties:

1. Concentrates processed ............................ 01 ............ ............ ............ ............ ............ ............ ............
2. Smelting charge ......................................... 02 ............ ............ ............ ............ ............ ............ ............
3. Total smelter revenues .............................. 03 ............ ............ ............ ............ ............ ............ ............
4. Average product grade .............................. 04 ............ ............ ............ ............ ............ ............ ............

B. Forecast smelter revenues—affiliated parties:
1. Concentrates processed ............................ 05 ............ ............ ............ ............ ............ ............ ............
2. Smelting charge ......................................... 06 ............ ............ ............ ............ ............ ............ ............
3. Total smelter revenues .............................. 07 ............ ............ ............ ............ ............ ............ ............
4. Average product grade .............................. 08 ............ ............ ............ ............ ............ ............ ............

C. Forecast co-product and by-product sales:
1. Total co-product revenues ......................... 09 ............ ............ ............ ............ ............ ............ ............
2. Total by-product revenues from:

a. Pollution control facilities .................... 10 ............ ............ ............ ............ ............ ............ ............
b. Other smelter processing ................... 11 ............ ............ ............ ............ ............ ............ ............

3. Total co-product and by-product revenues 12 ............ ............ ............ ............ ............ ............ ............

SCHEDULE B.2—PRE-CONTROL COST FORECAST
[Smelter identification]

Line 1984 1985 1986 1987 1988 1989 1990

A. Forecast production labor cost:
1. Direct labor hours ...................................... 01 ............ ............ ............ ............ ............ ............ ............
2. Average hourly wage rate ......................... 02 ............ ............ ............ ............ ............ ............ ............
3. Total wage payments ................................ 03 ............ ............ ............ ............ ............ ............ ............
4. Supplemental employee benefits .............. 04 ............ ............ ............ ............ ............ ............ ............
5. Total production labor cost ........................ 05 ............ ............ ............ ............ ............ ............ ............

B. Forecast energy costs:
1. Electricity:

a. Quantity in kilowatt hours ................... 06 ............ ............ ............ ............ ............ ............ ............
b. Price per kwh ..................................... 07 ............ ............ ............ ............ ............ ............ ............
c. Total electricity payments ................... 08 ............ ............ ............ ............ ............ ............ ............

2. Natural gas:
a. Quantity in mcf ................................... 09 ............ ............ ............ ............ ............ ............ ............
b. Price per mcf ...................................... 10 ............ ............ ............ ............ ............ ............ ............
c. Total natural gas payments ................ 11 ............ ............ ............ ............ ............ ............ ............

3. Coal:
a. Quantity in tons .................................. 12 ............ ............ ............ ............ ............ ............ ............
b. Price per ton ....................................... 13 ............ ............ ............ ............ ............ ............ ............
c. Total coal payments ........................... 14 ............ ............ ............ ............ ............ ............ ............

4. Fuel oil:
a. Quantity in gallons .............................. 15 ............ ............ ............ ............ ............ ............ ............
b. Price per gallon .................................. 16 ............ ............ ............ ............ ............ ............ ............
c. Total fuel oil payments ....................... 17 ............ ............ ............ ............ ............ ............ ............

5. Other (specify):
a. Quantity (specific units) ...................... 18 ............ ............ ............ ............ ............ ............ ............
b. Price per unit ...................................... 19 ............ ............ ............ ............ ............ ............ ............
c. Total payments ................................... 20 ............ ............ ............ ............ ............ ............ ............

6. Total energy costs ..................................... 21 ............ ............ ............ ............ ............ ............ ............
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SCHEDULE B.3—PRE-CONTROL FORECAST PROFIT AND LOSS SUMMARY
[Smelter identification]

Line 1984 1985 1986 1987 1988 1989 1990

A. Forecast operating revenues:
1. Smelter revenues—unaffiliated parties ..... 01 ............ ............ ............ ............ ............ ............ ............
2. Smelter revenues—affiliated parties ......... 02 ............ ............ ............ ............ ............ ............ ............
3. Co-product and by-product sales .............. 03 ............ ............ ............ ............ ............ ............ ............
4. Other operating revenues .......................... 04 ............ ............ ............ ............ ............ ............ ............
5. Total operating revenues ........................... 05 ............ ............ ............ ............ ............ ............

B. Forecast cost of sales:
1. Material costs ............................................ 06 ............ ............ ............ ............ ............ ............ ............
2. Production labor costs ............................... 07 ............ ............ ............ ............ ............ ............
3. Energy costs .............................................. 08 ............ ............ ............ ............ ............ ............ ............
4. Pollution control costs ............................... 09 ............ ............ ............ ............ ............ ............ ............
5. Production overhead ................................. 10 ............ ............ ............ ............ ............ ............ ............
6. Other production costs .............................. 11 ............ ............ ............ ............ ............ ............ ............
7. Total cost of sales ..................................... 12 ............ ............ ............ ............ ............ ............ ............

C. Forecast gross operating profit ........................ 13 ............ ............ ............ ............ ............ ............ ............
D. Forecast other operating expenses:

1. Selling, general and administrative ex-
penses ........................................................ 14 ............ ............ ............ ............ ............ ............ ............

2. Taxes, other than income tax .................... 15 ............ ............ ............ ............ ............ ............ ............
3. Research costs .......................................... 16 ............ ............ ............ ............ ............ ............ ............
4. Depreciation and amortization:

a. Pollution control facilities .................... 17 ............ ............ ............ ............ ............ ............ ............
b. Other smelter facilities ........................ 18 ............ ............ ............ ............ ............ ............ ............

5. Interest ....................................................... 19 ............ ............ ............ ............ ............ ............ ............
6. Miscellaneous operating expenses ........... 20 ............ ............ ............ ............ ............ ............ ............
7. Total other operating expenses ................. 21 ............ ............ ............ ............ ............ ............ ............

E. Forecast income from operations .................... 22 ............ ............ ............ ............ ............ ............ ............

SCHEDULE B.4—CONSTANT CONTROLS REVENUE FORECAST
[Smelter identification]

Line 1984 1985 1986 1987 1988 1989 1990

A. Forecast smelter revenues—unaffiliated par-
ties:

1. Concentrates processed ............................ 01 ............ ............ ............ ............ ............ ............ ............
2. Smelting charge ......................................... 02 ............ ............ ............ ............ ............ ............ ............
3. Total smelter revenues .............................. 03 ............ ............ ............ ............ ............ ............ ............
4. Average product grade .............................. 04 ............ ............ ............ ............ ............ ............ ............

B. Forecast smelter revenues—affiliated parties:
1. Concentrates processed ............................ 05 ............ ............ ............ ............ ............ ............ ............
2. Smelting charge ......................................... 06 ............ ............ ............ ............ ............ ............ ............
3. Total smelter revenues .............................. 07 ............ ............ ............ ............ ............ ............ ............
4. Average product grade .............................. 08

C. Forecast co-product and by-product sales:
1. Total co-product revenues ......................... 09 ............ ............ ............ ............ ............ ............ ............
2. Total by-product revenues from:

a. Pollution control faciltites .................... 10 ............ ............ ............ ............ ............ ............ ............
b. Other smelter processing ................... 11 ............ ............ ............ ............ ............ ............ ............

3. Total co-product and by-product revenues 12 ............ ............ ............ ............ ............ ............ ............

SCHEDULE B.5—CONSTANT CONTROLS COST FORECAST
[Smelter identification]

Line 1984 1985 1986 1987 1988 1989 1990

A. Forecast production labor cost:
1. Direct labor hours ...................................... 01 ............ ............ ............ ............ ............ ............ ............
2. Average hourly wage rate ......................... 02 ............ ............ ............ ............ ............ ............ ............
3. Total wage payments ................................ 03 ............ ............ ............ ............ ............ ............ ............
4. Supplemental employee benefits .............. 04 ............ ............ ............ ............ ............ ............ ............
5. Total production labor cost ........................ 05 ............ ............ ............ ............ ............ ............ ............

B. Forecast energy costs:
1. Electricity:

a. Quantity in kilowatt hours ................... 06 ............ ............ ............ ............ ............ ............ ............
b. Price per kwh ..................................... 07 ............ ............ ............ ............ ............ ............ ............
c. Total electricity payments ................... 08 ............ ............ ............ ............ ............ ............ ............

2. Natural gas:
a. Quantity in mcf ................................... 09 ............ ............ ............ ............ ............ ............ ............
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SCHEDULE B.5—CONSTANT CONTROLS COST FORECAST—Continued
[Smelter identification]

Line 1984 1985 1986 1987 1988 1989 1990

b. Price per mcf ...................................... 10 ............ ............ ............ ............ ............ ............ ............
c. Total natural gas payments ................ 11 ............ ............ ............ ............ ............ ............ ............

3. Coal:
a. Quantity in tons .................................. 12 ............ ............ ............ ............ ............ ............ ............
b. Price per ton ....................................... 13 ............ ............ ............ ............ ............ ............ ............
c. Total coal payments ........................... 14 ............ ............ ............ ............ ............ ............ ............

4. Fuel oil:
a. Quantity in gallons .............................. 15 ............ ............ ............ ............ ............ ............ ............
b. Price per gallon .................................. 16 ............ ............ ............ ............ ............ ............ ............
c. Total fuel oil payments ....................... 17 ............ ............ ............ ............ ............ ............ ............

5. Other (specify):
a. Quantity (specific units) ...................... 18 ............ ............ ............ ............ ............ ............ ............
b. Price per unit ...................................... 19 ............ ............ ............ ............ ............ ............ ............
c. Total payments ................................... 20 ............ ............ ............ ............ ............ ............ ............

6. Total energy costs ..................................... 21 ............ ............ ............ ............ ............ ............ ............

SCHEDULE B.6—CONSTANT CONTROLS PROFIT AND LOSS SUMMARY FOR THE PROFIT PROTECTION
TEST

[Smelter identification]

Line 1984 1985 1986 1987 1988 1989 1990

A. Forecast operating revenues:
1. Smelter revenues—unaffiliated parties ..... 01 ............ ............ ............ ............ ............ ............ ............
2. Smelter revenues—affiliated parties ......... 02 ............ ............ ............ ............ ............ ............ ............
3. Co-product and by-product sales .............. 03 ............ ............ ............ ............ ............ ............ ............
4. Other operating revenues .......................... 04 ............ ............ ............ ............ ............ ............ ............
5. Total operating revenues ........................... 05 ............ ............ ............ ............ ............ ............ ............

B. Forecast cost of sales:
1. Material costs ............................................ 06 ............ ............ ............ ............ ............ ............ ............
2. Production labor costs ............................... 07 ............ ............ ............ ............ ............ ............ ............
3. Energy costs .............................................. 08 ............ ............ ............ ............ ............ ............ ............
4. Pollution control costs ............................... 09 ............ ............ ............ ............ ............ ............ ............
5. Production overhead ................................. 10 ............ ............ ............ ............ ............ ............ ............
6. Other production costs .............................. 11 ............ ............ ............ ............ ............ ............ ............
7. Total cost of sales ..................................... 12 ............ ............ ............ ............ ............ ............ ............

C. Forecast gross operating profit ........................ 13 ............ ............ ............ ............ ............ ............ ............
D. Forecast other operating expenses:

1. Selling, general and administrative ex-
penses ........................................................ 14 ............ ............ ............ ............ ............ ............ ............

2. Taxes, other than income tax .................... 15 ............ ............ ............ ............ ............ ............ ............
3. Research costs .......................................... 16 ............ ............ ............ ............ ............ ............ ............
4. Depreciation and amortization:

a. Pollution control facilities .................... 17 ............ ............ ............ ............ ............ ............ ............
b. Other smelter facilities ........................ 18 ............ ............ ............ ............ ............ ............ ............

5. Interest ....................................................... 19 ............ ............ ............ ............ ............ ............ ............
6. Miscellaneous operating expenses ........... 20 ............ ............ ............ ............ ............ ............ ............
7. Total other operating expenses ................. 21 ............ ............ ............ ............ ............ ............ ............

E. Forecast income from operations .................... 22 ............ ............ ............ ............ ............ ............ ............

SCHEDULE B.7—PROFIT PROTECTION TEST
[Smelter identification]

Line 1984 1985 1986 1987 1988 1989 1990 Total

A. Pre-control case:
1. Net income from operations ...... 01 ............ ............ ............ ............ ............ ............ ............ XXXX
2. Discount factors ......................... 02 ............ ............ ............ ............ ............ ............ ............ XXXX
3. Present value of future net in-

come ........................................... 03 ............ ............ ............ ............ ............ ............ ............ XXXX
4. Horizon value ............................. 04 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
5. Discount factor ........................... 05 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
6. Present value of horizon value .. 06 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
7. Present value of future net in-

come ........................................... 07 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
8. Total present value .................... 08 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............

B. Constant controls case:
1. Net income from operations ...... 09 ............ ............ ............ ............ ............ ............ ............ XXXX
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SCHEDULE B.7—PROFIT PROTECTION TEST—Continued
[Smelter identification]

Line 1984 1985 1986 1987 1988 1989 1990 Total

2. Discount factors ......................... 10 ............ ............ ............ ............ ............ ............ ............ XXXX
3. Present value of future net in-

come ........................................... 11 ............ ............ ............ ............ ............ ............ ............ XXXX
4. Horizon value ............................. 12 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
5. Discount factor ........................... 13 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
6. Present value of horizon value .. 14 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
7. Present value of future net in-

come ........................................... 15 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
8. Total present value .................... 16 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............

C. Ratio of total present value of con-
stant controls case to total, present
value of base case ............................ 17 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............

SCHEDULE C.1—CONSTANT CONTROLS PROFIT AND LOSS SUMMARY FOR THE RATE OF RETURN
TEST

[Smelter identification]

Line 1984 1985 1986 1987 1988 1989 1990

A. Forecast operating revenues:
1. Smelter revenues—unaffilated parties ...... 01 ............ ............ ............ ............ ............ ............ ............
2. Smelter revenues—affiliated parties ......... 02 ............ ............ ............ ............ ............ ............ ............
3. Co-product and by-product sales .............. 03 ............ ............ ............ ............ ............ ............ ............
4. Other operating revenues .......................... 04 ............ ............ ............ ............ ............ ............ ............
5. Total operating revenues ........................... 05 ............ ............ ............ ............ ............ ............ ............

B. Forecast cost of sales:
1. Material costs ............................................ 06 ............ ............ ............ ............ ............ ............ ............
2. Production labor costs ............................... 07 ............ ............ ............ ............ ............ ............ ............
3. Energy costs .............................................. 08 ............ ............ ............ ............ ............ ............ ............
4. Pollution control costs ............................... 09 ............ ............ ............ ............ ............ ............ ............
5. Production overhead ................................. 10 ............ ............ ............ ............ ............ ............ ............
6. Other production costs .............................. 11 ............ ............ ............ ............ ............ ............ ............
7. Total cost of sales ..................................... 12 ............ ............ ............ ............ ............ ............ ............

C. Forecast gross operating profit ........................ 13 ............ ............ ............ ............ ............ ............ ............
D. Forecast other operating expenses:

1. Selling, general and administrative ex-
penses ........................................................ 14 ............ ............ ............ ............ ............ ............ ............

2. Taxes, other than income tax .................... 15 ............ ............ ............ ............ ............ ............ ............
3. Research costs .......................................... 16 ............ ............ ............ ............ ............ ............ ............
4. Depreciation and amortization

a. Pollution control facilities .................... 17 ............ ............ ............ ............ ............ ............ ............
b. Other smelter facilities ........................ 18 ............ ............ ............ ............ ............ ............ ............

5. Interest on short-term debt ........................ 19 ............ ............ ............ ............ ............ ............ ............
6. Miscellaneous operating expenses ........... 20 ............ ............ ............ ............ ............ ............ ............
7. Total other operating expenses ................. 21 ............ ............ ............ ............ ............ ............ ............

E. Forecast income from operations .................... 22 ............ ............ ............ ............ ............ ............ ............
F. Forecast income taxes ..................................... 23 ............ ............ ............ ............ ............ ............ ............
G. Forecast net income from operations .............. 24 ............ ............ ............ ............ ............ ............ ............

SCHEDULE C.2—CONSTANT CONTROLS SUSTAINING CAPITAL INVESTMENT FORECAST
[Smelter identification]

Sustaining capital Line 1984 1985 1986 1987 1988 1989 1990

1. Land .................................................................. 01 ............ ............ ............ ............ ............ ............ ............
2. Buildings and improvements ............................ 02 ............ ............ ............ ............ ............ ............ ............
2. Machinery and equipment ................................ 03 ............ ............ ............ ............ ............ ............ ............
4. Transportation equipment ................................. 04 ............ ............ ............ ............ ............ ............ ............
5. Pollution control facilities .................................. 05 ............ ............ ............ ............ ............ ............ ............
6. Other fixed assets ............................................. 06 ............ ............ ............ ............ ............ ............ ............
7. Total smelter sustaining capital ........................ 07 ............ ............ ............ ............ ............ ............ ............
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SCHEDULE C.3—HISTORICAL CAPITAL INVESTMENT IN CONSTANT DOLLARS
[Smelter identification]

Items from 1983 balance sheet Line Nominal
dollars

Constant
dollars

A. Current assets:
1. Cash on hand and deposit ............................................................................................ 01 ................ ................
2. Temporary cash investments ......................................................................................... 02 ................ ................
3. Trade receivables, net:

a. Unaffiliated customers ............................................................................................ 03 ................ ................
b. Affiliated customers ................................................................................................ 04 ................ ................

4. Inventories:
a. Raw materials and products ................................................................................... 05 ................ ................
b. Other materials and supplies .................................................................................. 06 ................ ................

5. Other current assets ...................................................................................................... 07 ................ ................
6. Total current assets ....................................................................................................... 08 ................ ................

B. Property, plant and equipment:
1. Land ............................................................................................................................... 09 ................ ................
2. Buildings and improvements .......................................................................................... 10 ................ ................
3. Machinery and equipment ............................................................................................. 11 ................ ................
4. Transportation equipment .............................................................................................. 12 ................ ................
5. Pollution control facilities ............................................................................................... 13 ................ ................
6. Other fixed assets .......................................................................................................... 14 ................ ................
7. Total smelter investments .............................................................................................. 15 ................ ................
8. Less: Accumulated depreciation and amortization ........................................................ 16 ................ ................
9. Net smelter investment .................................................................................................. 17 ................ ................

C. Other noncurrent assets ....................................................................................................... 18 ................ ................
D. Total smelter capital investment ........................................................................................... 19 ................ ................
E. Current liabilities:

1. Trade accounts and notes payable:
a. Unaffiliated suppliers .............................................................................................. 20 ................ ................
b. Affiliated suppliers ................................................................................................... 21 ................ ................

2. Other expense accruals ................................................................................................. 22 ................ ................
3. Notes payable, current ................................................................................................... 23 ................ ................
4. Other current liabilities ................................................................................................... 24 ................ ................
5. Total current liabilities .................................................................................................... 25 ................ ................

F. Net smelter capital investment ............................................................................................. 26 ................ ................

SCHEDULE C.4—RATE OF RETURN TEST
[Smelter identification]

Line 1984 1985 1986 1987 1988 1989 1990 Total

A. Operating cash flow projection:
1. Net income from operations ...... 01 ............ ............ ............ ............ ............ ............ ............ XXXX
2. Depreciation and amortization:

a. Pollution control facilities .... 02 ............ ............ ............ ............ ............ ............ ............ XXXX
b. Other smelter facilities ........ 03 ............ ............ ............ ............ ............ ............ ............ XXXX

3. Operating cash flow ................... 04 ............ ............ ............ ............ ............ ............ ............ XXXX
4. Capital expenditure projections:

a. Constant controls ............... 05 ............ ............ ............ ............ ............ ............ ............ XXXX
b. Sustaining capital ............... 06 ............ ............ ............ ............ ............ ............ ............ XXXX
c. Total .................................... 07 ............ ............ ............ ............ ............ ............ ............ XXXX

5. Net cash flow projections .......... 08 ............ ............ ............ ............ ............ ............ ............ XXXX
6. Discount factors ......................... 09 ............ ............ ............ ............ ............ ............ ............ XXXX
7. Present value of future cash

flows ........................................... 10 ............ ............ ............ ............ ............ ............ ............ XXXX
B. Net present value:

1. Horizon value ............................. 11 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
2. Discount factor ........................... 12 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
3. Present value of horizon value .. 13 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
4. Present value of future cash

flows ........................................... 14 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
5. Total present value .................... 15 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
6. Net smelter capital investment

in constant dollars ...................... 16 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
7. Net present value ...................... 17 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
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SCHEDULE C.5—HORIZON VALUE OF CASH FLOWS
[Smelter identification]

Line

Final forecast
years

Horizon years

1989 1990 1991 1992 1993 1994 1995 Total

A. Depreciation-free horizon value:
1. Net cash flow projections .......... 01 ............ ............ XXXX XXXX XXXX XXXX XXXX XXXX
2. Depreciation tax savings:

a. Depreciation and amortiza-
tion ...................................... 02 ............ ............ XXXX XXXX XXXX XXXX XXXX XXXX

b. Marginal tax rate ................ 03 ............ ............ XXXX XXXX XXXX XXXX XXXX XXXX
c. Tax savings ........................ 04 ............ ............ XXXX XXXX XXXX XXXX XXXX XXXX

3. Depreciation-free net cash
flows:

a. Nominal dollar values ......... 05 ............ ............ XXXX XXXX XXXX XXXX XXXX XXXX
b. 1990 dollar values .............. 06 ............ ............ XXXX XXXX XXXX XXXX XXXX XXXX
c. Average .............................. 07 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............

4. Horizon factor ............................ 08 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
5. Depreciation-free horizon value 09 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............

B. Depreciation tax savings over the
horizon period:

1. Depreciation and amortization ... 10 XXXX XXXX ............ ............ ............ ............ ............ XXXX
2. Marginal tax rate ........................ 11 XXXX XXXX ............ ............ ............ ............ ............ XXXX
3. Tax savings ............................... 12 XXXX XXXX ............ ............ ............ ............ ............ XXXX
4. Discount factors ......................... 13 XXXX XXXX ............ ............ ............ ............ ............ XXXX
5. Present value of tax savings ..... 14 XXXX XXXX ............ ............ ............ ............ ............ XXXX
6. Total present value of tax sav-

ings ............................................. 15 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
C. Horizon Value ................................... 16 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............

SCHEDULE D.1—INTERIM CONTROLS REVENUE FORECAST
[Smelter Identification]

Line 1984 1985 1986 1987 1988 1989 1990

A. Forecast smelter revenues—unaffiliated par-
ties:

1. Concentrates processed ............................ 01 ............ ............ ............ ............ ............ ............ ............
2. Smelting charge ......................................... 02 ............ ............ ............ ............ ............ ............ ............
3. Total smelter revenues .............................. 03 ............ ............ ............ ............ ............ ............ ............
4. Average product grade .............................. 04 ............ ............ ............ ............ ............ ............ ............

B. Forecast smelter revenues—affiliated parties:
1. Concentrates processed ............................ 05 ............ ............ ............ ............ ............ ............ ............
2. Smelting charge ......................................... 06 ............ ............ ............ ............ ............ ............ ............
3. Total smelter revenues .............................. 07 ............ ............ ............ ............ ............ ............ ............
4. Average product grade .............................. 08 ............ ............ ............ ............ ............ ............ ............

C. Forecast co-product and by-product sales:
1. Total co-product revenues ......................... 09 ............ ............ ............ ............ ............ ............ ............
2. Total by-product revenues from:

a. Pollution control facilities .................... 10 ............ ............ ............ ............ ............ ............ ............
b. Other smelter processing ................... 11 ............ ............ ............ ............ ............ ............ ............

3. Total co-product and by-product revenues: 12 ............ ............ ............ ............ ............ ............ ............

SCHEDULE D.2—INTERIM CONTROLS COST FORECAST
[Smelter Identification]

Line 1984 1985 1986 1987 1988 1989 1990

A. Forecast production labor cost:
1. Direct labor hours ...................................... 01 ............ ............ ............ ............ ............ ............ ............
2. Average hourly wage rate ......................... 02 ............ ............ ............ ............ ............ ............ ............
3. Total wage payments ................................ 03 ............ ............ ............ ............ ............ ............ ............
4. Supplemental employee benefits .............. 04 ............ ............ ............ ............ ............ ............ ............
5. Total production labor cost ........................ 05 ............ ............ ............ ............ ............ ............ ............

B. Forecast energy costs:
1. Electricity:

a. Quantity in kilowatt hours ................... 06 ............ ............ ............ ............ ............ ............ ............
b. Price per kwh ..................................... 07 ............ ............ ............ ............ ............ ............ ............
c. Total electricity payments ................... 08 ............ ............ ............ ............ ............ ............ ............

2. Natural gas:
a. Quantity in mcf ................................... 09 ............ ............ ............ ............ ............ ............ ............
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SCHEDULE D.2—INTERIM CONTROLS COST FORECAST—Continued
[Smelter Identification]

Line 1984 1985 1986 1987 1988 1989 1990

b. Price per mcf ...................................... 10 ............ ............ ............ ............ ............ ............ ............
c. Total natural gas payments ................ 11 ............ ............ ............ ............ ............ ............ ............

3. Coal:
a. Quantity in tons .................................. 12 ............ ............ ............ ............ ............ ............ ............
b. Price per ton ....................................... 13 ............ ............ ............ ............ ............ ............ ............
c. Total coal payments ........................... 14 ............ ............ ............ ............ ............ ............ ............

4. Fuel oil:
a. Quantity in gallons .............................. 15 ............ ............ ............ ............ ............ ............ ............
b. Price per gallon .................................. 16 ............ ............ ............ ............ ............ ............ ............
c. Total fuel oil payments ....................... 17 ............ ............ ............ ............ ............ ............ ............

5. Other (specify):
a. Quantity (specific units) ...................... 18 ............ ............ ............ ............ ............ ............ ............
b. Price per unit ...................................... 18 ............ ............ ............ ............ ............ ............ ............
c. Total payments ................................... 20 ............ ............ ............ ............ ............ ............ ............

6. Total energy costs ..................................... 21 ............ ............ ............ ............ ............ ............ ............

SCHEDULE D.3—INTERIM CONTROLS FORECAST PROFIT AND LOSS SUMMARY
[Smelter identification]

Line 1984 1985 1986 1987 1988 1989 1990

A. Forecast operating revenues:
1. Smelter revenues—unaffiliated parties ..... 01 ............ ............ ............ ............ ............ ............ ............
2. Smelter revenues—affiliated parties ......... 02 ............ ............ ............ ............ ............ ............ ............
3. Co-product and by-product sales .............. 03 ............ ............ ............ ............ ............ ............ ............
4. Other operating revenues .......................... 04 ............ ............ ............ ............ ............ ............ ............
5. Total operating revenues ........................... 05 ............ ............ ............ ............ ............ ............ ............

B. Forecast cost of sales:
1. Material costs ............................................ 06 ............ ............ ............ ............ ............ ............ ............
2. Production labor costs ............................... 07 ............ ............ ............ ............ ............ ............ ............
3. Energy costs .............................................. 08 ............ ............ ............ ............ ............ ............ ............
4. Pollution control costs ............................... 09 ............ ............ ............ ............ ............ ............ ............
5. Production overhead ................................. 10 ............ ............ ............ ............ ............ ............ ............
6. Other production costs .............................. 11 ............ ............ ............ ............ ............ ............ ............
7. Total cost of sales ..................................... 12 ............ ............ ............ ............ ............ ............ ............

C. Forecast gross operating profit ........................ 13 ............ ............ ............ ............ ............ ............ ............
D. Forecast other operating expenses:

1. Selling, general and administrative ex-
penses ........................................................ 14 ............ ............ ............ ............ ............ ............ ............

2. Taxes, other than income tax .................... 15 ............ ............ ............ ............ ............ ............ ............
3. Research costs .......................................... 16 ............ ............ ............ ............ ............ ............ ............
4. Depreciation and amortization:

a. Pollution control facilities .................... 17 ............ ............ ............ ............ ............ ............ ............
b. Other smelter facilities ........................ 18 ............ ............ ............ ............ ............ ............ ............

5. Interest on short-term debt ........................ 19 ............ ............ ............ ............ ............ ............ ............
6. Miscellaneous operating expenses ........... 20 ............ ............ ............ ............ ............ ............ ............
7. Total other operating expenses ................. 21 ............ ............ ............ ............ ............ ............ ............

E. Forecast income from operations .................... 22 ............ ............ ............ ............ ............ ............ ............
F. Forecast income taxes ..................................... 23 ............ ............ ............ ............ ............ ............ ............
G. Forecast net income from operations .............. 24 ............ ............ ............ ............ ............ ............ ............

SCHEDULE D.4—INTERIM CONTROL SUSTAINING CAPITAL INVESTMENT FORECAST
[Smelter identification]

Sustaining capital Line 1984 1985 1986 1987 1988 1989 1990

1. Land .................................................................. 01 ............ ............ ............ ............ ............ ............ ............
2. Buildings and improvements ............................ 02 ............ ............ ............ ............ ............ ............ ............
3. Machinery and equipment ................................ 03 ............ ............ ............ ............ ............ ............ ............
4. Transportation equipment ................................. 04 ............ ............ ............ ............ ............ ............ ............
5. Pollution control facilities .................................. 05 ............ ............ ............ ............ ............ ............ ............
6. Other fixed assets ............................................. 06 ............ ............ ............ ............ ............ ............ ............
7. Total smelter sustaining capital ........................ 07 ............ ............ ............ ............ ............ ............ ............
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SCHEDULE D.5—CASH PROCEEDS FROM LIQUIDATION
[Smelter identification]

Line

(1) Esti-
mated Liq-

uidation
value

(2) Re-
ported net
book value

(3)
Total
gain
(loss)

Gain (loss) subject
to taxation as—

(4) Ordi-
nary in-
come

(5)
Capital

gain

A. Total current assets ........................................................ 01 .................. .................. XXXXX XXXXX XXXXX
B. Property, plant and equipment:

1. Land ......................................................................... 02 .................. .................. ............ .................. ............
2. Buildings and improvements ................................... 03 .................. .................. ............ .................. ............
3. Machinery and equipment ....................................... 04 .................. .................. ............ .................. ............
4. Transportation equipment ........................................ 05 .................. .................. ............ .................. ............
5. Pollution control facilities ......................................... 06 .................. .................. ............ .................. ............
6. Other fixed assets .................................................... 07 .................. .................. ............ .................. ............
7. Total ......................................................................... 08 .................. .................. ............ .................. ............

C. Other noncurrent assets. ................................................ 09 .................. .................. ............ .................. ............
D. Total smelter value ......................................................... 10 .................. .................. ............ .................. ............
E. Total current liabilities ..................................................... 11 .................. .................. XXXXX XXXXX XXXXX
F. Gross liquidation value ................................................... 12 .................. .................. ............ .................. ............
G. Liquidation costs ............................................................ 13 .................. XXXXX ............ .................. XXXXX
H. Net Taxable Gain (or loss) ............................................. 14 XXXXX XXXXX XXXXX .................. ............
I. Income tax rate ................................................................ 15 XXXXX XXXXX XXXXX .................. ............
J. Income tax on gain (loss) ............................................... 16 XXXXX XXXXX XXXXX .................. ............
K. After tax cash proceeds from liquidation ........................ 17 .................. XXXXX XXXXX XXXXX XXXXX

SCHEDULE D.6—PERMANENT WAIVER FROM INTERIM CONTROLS TEST
[Smelter identification]

Line 1984 1985 1986 1987 1988 1989 1990 Total

A. Operating Cash flow projection:
1. Net income from operations ...... 01 ............ ............ ............ ............ ............ ............ ............ XXXX
2. Net income adjustments ............ 02 ............ ............ ............ ............ ............ ............ ............ XXXX
3. Depreciation and amortization:

a. Pollution control facilities .... 03 ............ ............ ............ ............ ............ ............ ............ XXXX
b. Other smelter facilities ........ 04 ............ ............ ............ ............ ............ ............ ............ XXXX

4. Operating cash flow ................... 05 ............ ............ ............ ............ ............ ............ ............ XXXX
5. Capital expenditure projections:

a. Interim controls ................... 06 ............ ............ ............ ............ ............ ............ ............ XXXX
b. Sustaining capital ............... 07 ............ ............ ............ ............ ............ ............ ............ XXXX
c. Total .................................... 08 ............ ............ ............ ............ ............ ............ ............ XXXX

6. Net cash flow projections .......... 09 ............ ............ ............ ............ ............ ............ ............ XXXX
7. Discount factors ......................... 10 ............ ............ ............ ............ ............ ............ ............ XXXX
8. Present value of future cash

flows ........................................... 11 ............ ............ ............ ............ ............ ............ ............ XXXX
B. Net present value:

1. Horizon value ............................. 12 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
2. Discount factor ........................... 13 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
3. Present value of horizon value .. 14 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
4. Present value of future cash

flows ........................................... 15 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
5. Total present value .................... 16 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
6. Current salvage value ............... 17 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
7. Net present value ...................... 18 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............

SCHEDULE D.7—HORIZON VALUE OF CASH FLOWS
[Smelter identification]

Line

Final forecast
years

Horizon years

Total

1989 1990 1991 1992 1993 1994 1995

A. Depreciation-free horizon value:
1. Net cash flow projections .......... 01 ............ ............ XXXX XXXX XXXX XXXX XXXX XXXX
2. Depreciation tax savings:

a. Depreciation and amortiza-
tion ...................................... 02 ............ ............ XXXX XXXX XXXX XXXX XXXX XXXX

b. Marginal tax rate ................ 03 ............ ............ XXXX XXXX XXXX XXXX XXXX XXXX
c. Tax savings ........................ 04 ............ ............ XXXX XXXX XXXX XXXX XXXX XXXX
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SCHEDULE D.7—HORIZON VALUE OF CASH FLOWS—Continued
[Smelter identification]

Line

Final forecast
years

Horizon years

Total

1989 1990 1991 1992 1993 1994 1995

3. Depreciation-free net cash
flows:

a. Nominal dollar values ......... 05 ............ ............ XXXX XXXX XXXX XXXX XXXX XXXX
b. 1990 dollar values .............. 06 ............ ............ XXXX XXXX XXXX XXXX XXXX XXXX
c. Average .............................. 07 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............

4. Horizon factor ............................ 08 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
5. Depreciation-free horizon value 09 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............

B. Depreciation tax savings over the
horizon period:

1. Depreciation and amortization ... 10 XXXX XXXX ............ ............ ............ ............ ............ XXXX
2. Marginal tax rate ........................ 11 XXXX XXXX ............ ............ ............ ............ ............ XXXX
3. Tax savings ............................... 12 XXXX XXXX ............ ............ ............ ............ ............ XXXX
4. Discount factors ......................... 13 XXXX XXXX ............ ............ ............ ............ ............ XXXX
5. Present value of tax savings ..... 14 XXXX XXXX ............ ............ ............ ............ ............ XXXX
6. Total present value of tax sav-

ings ............................................. 15 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
C. Horizon Value ................................... 16 XXXX XXXX XXXX XXXX XXXX XXXX XXXX ............
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