TCEQ Interoffice Memorandum

To: All Interested Persons

Thru: Sam Short, Deputy Director, Air Permits Division

From: Daniel Menendez, Manager, Permit Support Section, Air Permits Division
Date: December 15, 2025

Subject: Exchange of emissions reduction credits that have been approved for use but

have not yet expired or been relied upon

Emission Reduction Credits (ERC) are commonly used to meet offset requirements in
nonattainment new source review permits. Recent increases in the cost and lack of
availability of ERCs have raised concerns from the regulated community, specifically on
ERCs that have been approved for use but have not yet expired or been relied on by
affected facilities (i.e., units/equipment) to offset actual emissions. To ensure the ERC
Program continues to help reduce emissions while supporting regulatory compliance and
economic growth in the state, the Air Permits Division (APD) is clarifying when and how
ERCs may be exchanged after they have been approved for use but before they expire or
have been relied on to offset actual emissions.

The relevant ERC rules, outlined in 30 Texas Administrative Code (TAC), Chapter 101,
Subchapter H, do not explicitly define credit use. However, 30 TAC §101.306(c)(1)(C)
specifies if the executive director approves the emission credit use, the date the use
application is submitted will be considered the date the emission credit is used. Additionally,
administrative requirements under 30 TAC §101.306(c)(1)(A) and (B) require the user to
submit a completed use application at least 90 days before the start of operation for an
emission credit used as offsets, or at least 90 days before the planned use. As such, the
regulations imply a period between approval for use and when the credits are relied upon
for their intended purpose. During this period, an ERC previously reserved for use may be
exchanged for a different ERC if the ERC originally reserved for use has not expired or been
relied on to offset actual emissions.

For the APD to consider an exchange of ERCs, the following must be met:

1. The exchange requestor must submit a completed Intent to Use ERC application
electronically through the State of Texas Environmental Electronic Reporting System
(STEERS) at least 90 days before the start of operation of the affected facility(s). For
as-built permit amendments, the completed application must be submitted at least 90
days prior to the expected date of issuance of the permit.

= The application must include a written request, signed by the site’s Authorized
Account Representative, to exchange ERCs previously approved for use. The
request must identify the Emissions Banking and Trading (EBT) Project
Number(s) and Certificate Number(s) that were approved. The request must be
included as an attachment to the electronic application.

= The new use ERCs must be available in the site’s compliance account and cannot
be expired.

= The ERCs previously reserved for use cannot be expired.
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= The new use ERCs will be reviewed for creditability. If the ERCs are found to no
longer be surplus, they will devalue.

= If permit special conditions contain the prior ERC certificate numbers, the user
must have an administratively complete alteration or amendment application to
update the special conditions with the new ERC certificate humbers. The Intent to
Use ERCs application will not be accepted unless the applicable permit application
is administratively complete.

= The reason for use must be the same as the original Intent to Use application.

= The planned use date specified on the original Intent to Use application must not
have passed.

2. The request will be reviewed through the Air Permits Division (APD) Deputy Director.

If approved, the ERCs previously reserved for use will be returned to the site’s
compliance account.

= The ERCs may be returned in new certificate numbers.
= The ERCs will be subject to their original expiration dates.
= The ERCs will not be reviewed to determine surplus at the time of the exchange.

= The ERCs will be subject to any new or amended rules or regulations and may
devalue if they are determined to no longer be surplus at the time they are
included in another use application or after a requested credibility review.

The expectation is that this exchange option will provide greater flexibility in utilizing ERCs.
However, the APD Deputy Director has the authority to prohibit ERCs from being exchanged
if the Deputy Director determines that an exchange abuses the flexibility provided by this
policy. The Deputy Director reserves the right to amend or discontinue this policy, as
necessary.
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