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This information provides a basic overview of emissions reduction credits (ERCs) and answers frequently asked 
questions about how ERCs are established, how and when they can be used, and how sources can use the 
Wisconsin ERC Registry. This fact sheet is for informational purposes only and is not intended to be a complete 
description of the statutory and regulatory requirements associated with ERCs. 

 
This document covers the following ERC-related topics: 

• General information about ERCs 

• Generating ERCs 

• Banking ERCs for future use 
• Using ERCs 

• Listing emissions reductions as potential ERCs 

• Permitting processes to generate, bank, transfer and use ERCs 

• ERC process flowcharts 
 

For more information, see the Wisconsin ERC Registry webpage. 

General Information about ERCs 
 

1. What are emissions reduction credits? 
 

ERCs are emissions reductions certified in a permit that can be used to meet offset requirements in 
nonattainment areas under the Nonattainment New Source Review (NNSR) program. 

 
2. Emissions reductions eligible to generate ERCs 

 

Emissions reductions must be surplus, quantifiable, permanent, and federally enforceable to be eligible 
for use as ERCs (40 CFR § 51.165(a)(3)(ii)(C)(1)(i); s. NR 408.06(7)(a)1., Wis. Adm. Code). 

 

• Surplus: To be considered surplus, emissions reductions cannot be reductions that the source was 
otherwise obligated or has elected to make (e.g., permitted synthetic minor limits or consent decree 
requirements). 

• Quantifiable: To be quantifiable, emissions reductions that generate credits are calculated and 
included as part of a permanent and federally enforceable action. 

• Permanent: To be made permanent, emissions reductions are established by going through a 
federally enforceable process such as the construction permitting process. 

• Federally enforceable: To be federally enforceable, emissions reductions must have limits or 
requirements that are enforceable by the U.S. Environmental Protection Agency (EPA). (40 CFR § 

https://dnr.wisconsin.gov/topic/AirPermits/ERC.html
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51.165(a)(1)(xiv)) 
 

3. Sources that can generate ERCs 
 

Any stationary source (including any minor source) in an area that is currently designated nonattainment 
of a National Ambient Air Quality Standard (NAAQS) may apply to generate ERCs, so long as the facility 
can produce records that show credible reductions of a pollutant occurred and meet other 
requirements, such as pre-reduction notification (see #5, below). 

 
4. Pollutants that can be used to generate ERCs 

 

ERCs can be generated for regulated pollutants that contribute to the nonattainment status of the area in 
which the source is located. Wisconsin currently has nonattainment areas for the ozone NAAQS. 
Therefore, reductions in emissions of oxides of nitrogen (NOx) and volatile organic compounds (VOCs), the 
precursor pollutants to ozone, can be used to generate ERCs. 

 
5. Pre-reduction notification requirement 

 

Emissions reductions cannot be used as ERCs unless the source notifies DNR in writing prior to the date 
the reductions occur (s. NR 408.06(7)(a)3., Wis. Adm Code). The notification shall include documentation 
of the type and quantity of emissions reduction credit to be generated. ERCs can only be generated after 
this pre-reduction notification requirement has been met. 

 
There are several ways the notification requirement can be satisfied: 

• By submitting an ERC construction permit application. 

• By submitting a “Notification of Interest to Establish Emissions Reduction Credits” form (Form 4500- 
198). 

• By otherwise notifying DNR in writing prior to the date of the reduction. 

 
6. Usability of ERCs 

 

Both generators and users of ERCs should be aware that there are limitations to using ERCs and those 
can change over time. 

 

Generating ERCs at the same time, or after, the source using the ERCs submits its application for a NNSR 
permit offers the most flexibility to both ERC generators and users. To facilitate this, the Wisconsin ERC 
Registry contains a list of emissions reductions that could be used to generate ERCs. 

 
ERCs generated, but not used immediately in a NNSR permit, may be able to be “banked” and 
maintained for future use. However, there are limitations on the use of these banked ERCs (see the 
Banking ERCs for future use section). 

Generating ERCs 

7. Achieving qualifying emissions reductions 
 

Qualifying emissions reductions may be achieved a number of ways, including but not limited to: 
installation of control equipment, changes in process inputs, formulations, products, product mix, or 
raw materials, reductions in actual emissions rates, reductions in operating hours, production 

https://dnr.wi.gov/files/PDF/forms/4500/4500-198.pdf
https://dnr.wi.gov/files/PDF/forms/4500/4500-198.pdf
https://dnr.wi.gov/files/PDF/forms/4500/4500-198.pdf
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curtailment, shutdown of emitting sources or facilities, or any other enforceable method as approved 
by DNR. 

 

To be qualifying, emissions reductions must be surplus and quantifiable. Surplus emissions reductions 
are reductions beyond those that a source is already obligated to make or has elected to make to avoid 
requirements that would otherwise apply. Quantifiable reductions are reductions that can be quantified 
by comparing the changed potential to emit of an emissions unit against verifiable baseline emissions 
(see #9, below). 

 
8. Generating ERCs from qualifying emissions reductions 

 

An air pollution control construction permit (“ERC construction permit”) is used to establish emissions 
reductions and generate ERCs. Through the issuance of this ERC construction permit, DNR certifies the 
amount of the emissions reduction, ensures its permanence, and makes it federally enforceable. This 
permit is issued to the source making the emissions reduction. 

 
9. Quantifying emissions reductions used to generate ERCs 

 

Emissions reductions used to generate ERCs are typically quantified using actual emissions data from the 
24-month period immediately prior to the reduction occurring. However, DNR may allow the use of a 
different 24-month period if the generating source demonstrates that it is more representative of actual 
emissions. 

 

The lookback period may be either within five years of when the reduction occurred for any electric 
utility steam generating unit, or within ten years for any other emissions unit. This is consistent with the 
definition of “actual emissions” under NR 408.02(1), Wis. Adm. Code, used for other NNSR purposes. It is 
also consistent with direction provided by EPA in its notice “Emissions Trading Policy Statement; General 
Principles for Creation, Banking, and Use of Emissions Reduction Credits,” 51 Fed. Reg. 43814 (December 
4, 1986) (incorporated by reference into Wisconsin’s code at s. NR 484.06(1), Wis. Adm. Code). 

 
10. Applying for an ERC construction permit 

 

To apply for an ERC construction permit, the ERC-generating source should submit Form 4530-186 and 
the application fee. Access to this form and the procedures for submitting the application can 
be found on the DNR How to Apply for Air Permits website. 
 
Detailed information about the permitting process is available in the Permitting Processes to Generate, 
Bank, Transfer and use ERCs section of this fact sheet. 

 

11. Review and issuance of ERC construction permit applications 
 

In its review of the ERC construction permit application, DNR will verify the surplus status of the 
emissions reductions and the calculation of the amount of ERCs that they would generate. If DNR 
determines the reductions qualify to become ERCs, it will publish a public notice of the draft of the ERC 
construction permit and its preliminary determination that the emissions reductions may be certified as 
ERCs. Following a 30-day public comment period, DNR will make a final decision on the ERC construction 
permit after considering any public comments it has received on its draft permit and preliminary 
determination. 

 

https://dnr.wi.gov/files/PDF/forms/4500/4530-186.pdf
https://dnr.wisconsin.gov/topic/AirPermits/Apply.html
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Banking ERCs for future use 

12. What it means to bank ERCs 
 

“Banked” ERCs are those ERCs that are not used immediately as offsets in a NNSR permit, but are being 
held by the ERC generator to be used or transferred at a later date. Banked ERCs are held and 
maintained in an elective operation permit (EOP) until used or transferred. Banked ERCs can also be 
transferred or sold to another entity. 

 
13. Limitations on using banked ERCs 

 

Since ERCs must not interfere with the state’s requirement to attain NAAQS or meet reasonable further 
progress requirements, there are limitations associated with the use of banked ERCs. These limitations 
include: 

• Banked ERCs must have been established after the base year used for SIP planning or included in the 
baseline inventory used for the SIP (40 CFR § 51.165(a)(3)(ii)(C) and s. NR 408.06(1)(e), Wis. Admin. 
Code). 

• In ozone nonattainment areas classified as moderate or above, banked ERCs cannot be used until 
the state has a fully approved attainment plan (i.e., when EPA has approved the attainment plan for 
the area). This limitation means there may be “black-out periods” when banked ERCs cannot be 
used, such as the period between when an area is classified as moderate and when EPA approves 
the state’s moderate area attainment plan. 

 
The circumstances affecting the usability of ERCs change over time. The DNR can help advise ERC 
holders how these limitations might apply to a specific situation. 

 
14. How banked ERCs are held and maintained 

 

Banked ERCs are held in an EOP issued to the ERC holder, pursuant to s. 285.60(2)(b), Wis. Stats. The EOP 
contains conditions regarding use of credits and the maintenance requirements necessary to assure ERCs 
remain valid. Even if a source is not otherwise required to have an operation permit, it will be issued an 
EOP to hold the ERCs. EOPs established to bank ERCs do not require renewal and remain effective unless 
revised, suspended or revoked. Using an EOP to hold ERCs also makes credits easily transferable to 
different owners through the s. NR 407.11, Wis. Adm. Code, administrative revision process. 
 

15. Obligations of holders of banked ERCs 

 

Until ERCs are used as offsets, the ERC holder must comply with the terms of the EOP holding the ERCs. 
This includes submitting annual compliance certifications and reporting the ERCs separately as actual 
emissions in the credit holder’s annual emissions inventory report submitted by March 1 of each year (s. 
NR 438.03(1)(d), Wis. Adm. Code.). 

 
There are no fees associated with the annual reporting of banked ERCs. 

 
16. How to find out what ERCs are available 

 

The DNR maintains a list of ERCs that have been banked and are available on the Wisconsin ERC Registry 

https://dnr.wisconsin.gov/topic/AirPermits/ERC.html


Page | 5  

webpage. 
 

17. Obtaining ERCs for use as offsets 

 

Sources interested in using the banked ERCs listed in the “Available ERCs” table on the Wisconsin ERC 
webpage should contact the ERC holder directly to obtain and use the ERCs as offsets. The DNR does not 
broker or otherwise act as an intermediary between sources holding ERCs and sources seeking to use 
those ERCs as offsets. The DNR also is unable to provide pricing information related to ERCs. 

 
18. Transferring ERCs 

 

If the EOP holder sells or otherwise transfers all the ERCs held in the permit, the EOP will be 
administratively revised to reflect the new owner of the ERCs. Once revised, the buyer becomes the 
permit holder and becomes responsible for meeting all the requirements in that permit. 

 

If only a portion of the ERCs held in an EOP are sold, then the EOP would be administratively revised to 
show the remaining number of ERCs held, and a new EOP would be issued to the buyer reflecting the 
number of purchased/transferred ERCs. 

 

To transfer ERCs, the current ERC holder and the source to which the ERCs will be transferred to, 
should submit Form 4530-187. Access to this form and the procedures for submitting the application 
are available on the DNR How to Apply for Air Permits website. Detailed information about the 
permitting process is available in the Permitting Processes to Generate, Bank, Transfer and use ERCs 
section of this fact sheet. 

 
 

Using ERCs 

19. Where ERCs can be used 
 

ERCs must be used as NNSR offsets in the same nonattainment area in which they were generated. 
However, per state and federal regulations, ERCs can also be used in another nonattainment area if: 

• The other area has an equal or higher nonattainment classification than the area in which the source 
is located, and 

• Emissions from the other area contribute to a violation of a national ambient air quality standard in 
the nonattainment area in which the proposed new or modified source would be constructed. (42 
USC § 7503(c); s. NR 408.06(2), Wis. Adm. Code) 

 
If a source intends to use ERCs that were generated in another nonattainment area, DNR will help 
determine if these criteria would be satisfied. 
 

20. Using ERCs generated in another state 
 

ERCs generated in another state may be eligible for use as offsets in Wisconsin. These ERCs are subject 
to a case-by-case evaluation by DNR and require ERCs meet all applicable requirements in both states. 
(51 FR 43834 (Dec. 4, 1986)). 

 
21. Using ERCs generated in the Chicago ozone nonattainment area in the Milwaukee ozone nonattainment 

area 

https://dnr.wisconsin.gov/topic/AirPermits/ERC.html
https://dnr.wi.gov/files/PDF/forms/4500/4530-187.pdf
https://dnr.wisconsin.gov/topic/AirPermits/Apply.html
http://www.law.cornell.edu/uscode/text/42/7503?quicktabs_8=1&amp;amp%3Bquicktabs-8
http://www.law.cornell.edu/uscode/text/42/7503?quicktabs_8=1&amp;amp%3Bquicktabs-8
http://www.law.cornell.edu/uscode/text/42/7503?quicktabs_8=1&amp;amp%3Bquicktabs-8
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In August 2021 DNR determined, with EPA concurrence, that emissions from the Chicago, IL-IN-WI 2015 
ozone NAAQS nonattainment area contribute to nonattainment in the Milwaukee, WI 2015 ozone 
NAAQS nonattainment area. Therefore, appropriately quantified and maintained ERCs generated in the 
Chicago area can potentially be used as NNSR offsets in the Milwaukee area, if the ERCs otherwise meet 
all applicable state and federal requirements. 

 
While the Chicago and Milwaukee nonattainment areas currently have the same classification, it is 
possible that the two areas could have two different classifications in the future. This could impact the 
usability of Chicago-area ERCs in Milwaukee. Therefore, sources interested in using Chicago-area ERCs in 
the Milwaukee area should contact DNR to confirm that this remains an option at the time of use. 

 
22. Factors that might reduce the quantity of ERCs upon use 

 

Since ERCs must be permanent, surplus, quantifiable, and federally enforceable at the time of use, the 
following issues may reduce the quantity of ERCs available at the time they are proposed for use as 
offsets: 

• New regulations limiting the pollutant are promulgated between the time the ERC is created and the 
time it is used. This could render some or all ERCs as no longer surplus. 

• Evidence of noncompliance with permit conditions imposed to make the emission reductions 
permanent and enforceable. 

• Failure to meet recordkeeping or reporting requirements of the EOP, including the requirement to 
report credits in annual emissions inventory reporting. 

 
23. How ERCs are used as offsets in a NNSR permit application 

 

To use an ERC as an NNSR offset, the source must identify the ERCs it intends to use as part of its permit 
application. This is done by completing Form 4530-188 and including it with the NNSR permit 
application. The DNR will work with the permit applicant to verify the validity, availability, and quantity 
of the ERCs proposed to be used. 

 
24. Inter-pollutant trading 

 

State and federal requirements do not allow for inter-pollutant trading; therefore, ERCs for a pollutant 
may only be used for offsets of that same pollutant. For example, sources must obtain VOC offsets for 
VOC emissions increases and NOx offsets for NOx emissions increases (s. NR 408.06(1)(a), Wis. Adm. 
Code and Sierra Club v. EPA (D.C. Cir. Jan. 29, 2021)). 

 
25. How long ERCs remain valid 

 

ERCs in Wisconsin do not have a prescribed duration or expiration date. ERCs may become invalid if the 
ERC holder fails to meet the requirements for their maintenance listed in their EOP, including reporting 
the ERCs annually as emissions per s. NR 438.03(1)(d), Wis. Adm. Code. 

 

In addition, ERCs will no longer be available if the state uses the emissions reduction to demonstrate 
attainment or reasonable further progress, or does not include ERCs in the baseline inventory for the 
NAAQS (40 CFR §§ 51.165(a)(1)(vi)(E)(3) 51.165(a)(3)(ii)(C); s. NR 408.06(9), Wis. Adm. Code). 

 

 

https://dnr.wi.gov/files/PDF/forms/4500/4530-188.pdf
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Listing emissions reductions as potential ERCs 
 

26.  What it means to list emissions reductions as “potential ERCs” 
 

A source can elect to list recent or planned emissions reductions as “potential ERCs” in the Wisconsin 
ERC Registry. These listed reductions could be used to generate ERCs in the future. 

 

Listing reductions in the registry is the best way to identify qualifying reductions to facilities seeking 
offsets. To be used as offsets, reductions on the Potential ERC List would be used to generate ERCs at 
the same time, or after, the source using the ERCs submits its NNSR permit application. ERCs generated 
through this process are not subject to the restrictions that apply to ERCs that have been generated and 
then banked. 

 
Note that emissions reductions are certified by DNR at the time ERCs are generated and could, 
therefore, differ from the amount of “potential ERCs” listed by a facility. 

 
27. Emissions reductions that can be listed 

 

Facilities should only list emissions reductions they reasonably believe would meet the qualifications for 
generating an ERC, including the requirements of being surplus and quantifiable. 

 

Examples of situations that might prompt a source to list reductions include: 

• The source has idled an emissions unit or curtailed operations and is waiting to generate an ERC 
until a source seeking to use that ERC has been identified. 

• The source has surplus emissions and is willing to reduce those emissions permanently to generate 
ERCs. 

• The source is replacing an existing emissions unit with a new, more efficient unit or adding 
emissions controls. 

• The DNR informs a source that its emissions reductions could potentially qualify to be used 
to generate ERCs. 

 
28. Adding reductions to the Potential ERC List 

 

To add reductions to the Potential ERC List, sources can complete the “Notification of Interest to 
Establish Emissions Reduction Credits” form (Form 4500-198), which will provide DNR with the 
information needed to review and list the potential reductions on the website. Upon receipt of the 
form, DNR staff will contact the lister to discuss the information provided and answer any questions. 
Form 4500-198 is available on the Wisconsin ERC Registry website. 

 

Submittal of the form also satisfies the ERC pre-reduction notification requirement (s. NR 408.09(7)(a), 
Wis. Adm. Code), but does not create any legal obligation to shut down or curtail operations. There are 
no fees associated with submitting Form 4500-198 or to list reductions as “potential ERCs.” 

 

29. How to find potential ERC reductions 
 

A list of reductions reported to DNR is available on the Wisconsin ERC Registry webpage. 

 
30. Obtaining reductions from the Potential ERC List for use as offsets 

https://dnr.wi.gov/files/PDF/forms/4500/4500-198.pdf
https://dnr.wisconsin.gov/topic/AirPermits/ERC.html
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Sources interested in using reductions listed on the Potential ERC List for offset purposes should contact 
the source listing the reductions directly to arrange to obtain and use the reductions as offsets. The DNR 
does not broker or otherwise act as an intermediary between sources with creditable reductions and 
sources seeking to use those reductions as offsets. 

 
31. Using emissions reductions from the Potential ERC List to generate ERCs 

 

Eligible reductions can be used to generate ERCs by following the appropriate ERC construction permit 
process. These ERCs can be used in a NNSR permit application that has been submitted, or may be 
banked and made available for use in future NNSR permits. 

 
If the ERC is being generated to support a specific NNSR permit action, it is important that the ERC 
construction permit application be submitted at the same time, or after, the source using the ERCs 
submits its NNSR permit application. Both parties should contact DNR to ensure the appropriate 
sequencing of these actions. 

 

The emissions reductions that can be made into ERCs will be determined during the ERC construction 
permit review process. At that point, DNR will verify if the reduction meets all the criteria for ERCs. It is 
possible that the quantity of the reduction certified by DNR in the ERC construction permit could differ 
from the quantity listed on the Potential ERC List. 

 
32. Removing reductions from the Potential ERC List 

 

Requests to remove reductions from the list can be made by contacting DNR at 
DNRAMAIRPermit@wisconsin.gov. 

 

Permitting Processes to Generate, Bank, Transfer and use ERCs 
 

33. The sequence of events associated with potential permitting scenarios involving ERCs is provided below. 
 

A. Facility A is making emission reductions and wants to generate and bank ERCs for future use 

1. Facility A submits Form 4530-186 to apply for a construction permit and elective operation 

permit (EOP) 

2. DNR issues construction permit to Facility A to generate ERCs 

3. DNR issues elective operation permit to Facility A to bank ERCs 

 

B. Entity A will be transferring ERCs held in an EOP to Entity B to bank for future use 

1. Entity A submits Form 4530-187 to reflect transfer of ERCs to Entity B 

2. Entity B submits Form 4530-187 to reflect transfer of ERCs from Entity A 

3a. If all ERCs in the EOP will be transferred from Entity A to Entity B, DNR revises the EOP to 

identify Entity B as the new owner 

3b.  If only a portion of the ERCs in Entity A’s EOP will be transferred to Entity B: 

i. DNR revises Entity A’s EOP to reflect the remaining quantity of ERCs 

ii. DNR issues a new EOP to Entity B to hold the transferred ERCs 

 

mailto:DNRAMAIRPermit@wisconsin.gov
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C. Facility A is applying for a NNSR permit and has reached an agreement to purchase ERCs held in 

Entity B’s EOP for use as offsets 

1. Facility A submits a NNSR permit application which includes Form 4530-188 

2. Entity B submits Form 4530-187 to reflect the transfer of ERCs to Facility A 

3a. If all ERCs in Entity B’s EOP will be transferred to Facility A, DNR revises the EOP to identify 

Facility A as the new owner  

3b. If only a portion of the ERCs in Entity B’s EOP will be transferred to Facility A: 

i.    DNR revises Entity B’s EOP to reflect the remaining quantity of ERCs 

ii.   DNR issues an EOP to Facility A to hold the transferred ERCs  

4. DNR issues NNSR permit to Facility A. 

5. DNR revises or revokes, as appropriate, Facility A’s EOP to reflect the quantity of ERCs used. 
 

D. Facility A is applying for a NNSR permit and will be using ERCs held by Facility A in an EOP as offsets 

in the NNSR permit 

1. Facility A submits NNSR permit application which includes Form 4530-188 

2. DNR issues NNSR permit to Facility A 

3. DNR revises or revokes, as appropriate, Facility A’s EOP to reflect the quantity of ERCs used. 
 

E. Facility A is applying for a NNSR permit and has reached agreement with Facility B, which has an 

eligible emission reduction, for Facility B to generate ERCs and transfer some or all of these ERCs to 

Facility A for use as emission offsets in the NNSR permit  

1.     Facility A submits NNSR permit application which includes Form 4530-188 

2.     Facility B submits form 4530-186 to apply for a construction permit to generate ERCs 

i. If not all of the ERCs being generated will be transferred to Facility A, Facility B also 

applies for an EOP on the same Form 4530-186 to bank the ERCs not being transferred 

3.      DNR issues construction permit to Facility B to generate ERCs 

i. If only a portion of the ERCs generated will be transferred to Facility A, DNR issues an EOP 

to Facility B to bank the quantity of ERCs not being transferred 

4.     DNR issues EOP to Facility A to hold the transferred ERCs 

5.     DNR issues NNSR permit to Facility A 

6.     DNR revises or revokes, as appropriate, Facility A’s EOP to reflect the use of ERCs 

 
 

For more information: 
For more information and questions regarding ERCs, contact: 

Dave Minkey 

Construction Permit Coordinator 
(920) 585-0277 

DNRAMAIRPermit@wisconsin.gov 

mailto:DNRAMAIRPermit@wisconsin.gov


 

ERC process flowcharts 

Flowchart 1: How a source with qualifying emissions reductions can generate ERCs and use the Wisconsin 
ERC Registry. 
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Flowchart 2: How a source seeking offsets can us the Wisconsin ERC Registry. 
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DISCLAIMER —The Wisconsin Department of Natural Resources (DNR) is committed to promoting diversity, fairness, equity and the 
principles of environmental justice. We ensure that we do not discriminate in employment, programs, decisions, actions or delivery of 
services. If you have questions or to request information in an alternative format (large print, Braille, audio tape, etc.), please contact us at 
888-936-7463 or https://dnr.wi.gov/About/Nondiscrimination. 
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