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with all the components. The exemp-
tions expire for such engines when the 
distributor no longer has control of 
them. 

(h) You must notify us within 15 days 
if you find from an audit or another 
source that engines produced under 
this section are not in a certified con-
figuration at the point of final assem-
bly or that an equipment manufacturer 
has otherwise failed to meet its obliga-
tions under this section. If this occurs, 
send us a report describing the cir-
cumstances related to the noncompli-
ance within 75 days after you notify us. 

(i) We may suspend, revoke, or void 
an exemption under this section, as fol-
lows: 

(1) We may suspend or revoke your 
exemption for a specific equipment 
manufacturer if any of the engines are 
not in a certified configuration after 
installation in that manufacturer’s 
equipment, or if we determine that the 
equipment manufacturer has otherwise 
failed to comply with the requirements 
of this section. We may also suspend or 
revoke your exemption for other en-
gine families with respect to the equip-
ment manufacturer unless you dem-
onstrate that the noncompliance is 
limited to a specific engine family. You 
may not use this exemption for future 
shipments to the affected equipment 
manufacturer without taking action 
beyond the minimum steps specified in 
this section, such as performing on-site 
audits. We will approve further use of 
this exemption only if you convince us 
that you have adequately addressed the 
factors causing the noncompliance. 

(2) We may suspend or revoke your 
exemption for the entire engine family 
if we determine that you have failed to 
comply with the requirements of this 
section. If we make an adverse decision 
with respect to the exemption for any 
of your engine families under this para-
graph (i), this exemption will not apply 
for future certificates unless you con-
vince us that the factors causing the 
noncompliance do not apply to the 
other engine families. We may also set 
additional conditions beyond the provi-
sions specified in this section. 

(3) We may void your exemption for 
the entire engine family if you inten-
tionally submit false or incomplete in-
formation or fail to keep and provide 

to EPA the records required by this 
section. Note that all records and re-
ports required under this section 
(whether generated by the engine man-
ufacturer, equipment manufacturer, or 
others) are subject to the prohibition 
in § 1068.101(a)(2), which prohibits the 
submission of false or incomplete infor-
mation. For example, the affidavits re-
quired by this section are considered a 
submission. 

(j) You are liable for the in-use com-
pliance of any engine that is exempt 
under this section. 

(k) It is a violation of § 1068.101(a)(1) 
for any person to introduce into U.S. 
commerce a previously exempted en-
gine, including as part of a piece of 
equipment, without complying fully 
with the installation instructions. 

[73 59344, Oct. 8, 2008, as amended at 75 FR 
23064, Apr. 30, 2010] 

§ 1068.262 What are the provisions for 
temporarily exempting engines for 
shipment to secondary engine man-
ufacturers? 

This section specifies when manufac-
turers may introduce into U.S. com-
merce partially complete engines that 
have an exemption or a certificate of 
conformity held by a secondary engine 
manufacturer and are not yet in a cer-
tified configuration. See the standard- 
setting part to determine whether and 
how the provisions of this section 
apply. (Note: See § 1068.261 for provi-
sions related to manufacturers intro-
ducing into U.S. commerce partially 
complete engines for which they hold 
the certificate of conformity.) This ex-
emption is temporary as described in 
paragraph (g) of this section. 

(a) The provisions of this section gen-
erally apply where the secondary en-
gine manufacturer has substantial con-
trol over the design and assembly of 
emission controls. In determining 
whether a manufacturer has substan-
tial control over the design and assem-
bly of emission controls, we would con-
sider the degree to which the secondary 
engine manufacturer would be able to 
ensure that the engine will conform to 
the regulations in its final configura-
tion. Such secondary engine manufac-
turers may finish assembly of partially 
complete engines in the following 
cases: 
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(1) You obtain an engine that is not 
fully assembled with the intent to 
manufacture a complete engine. 

(2) You obtain an engine with the in-
tent to modify it before it reaches the 
ultimate purchaser. 

(3) You obtain an engine with the in-
tent to install it in equipment that will 
be subject to equipment-based stand-
ards. 

(b) Manufacturers may introduce 
into U.S. commerce partially complete 
engines as described in this section if 
they have a written request for such 
engines from a secondary engine manu-
facturer that has certified the engine 
and will finish the engine assembly. 
The written request must include a 
statement that the secondary engine 
manufacturer has a certificate of con-
formity for the engine and identify a 
valid engine family name associated 
with each engine model ordered (or the 
basis for an exemption if applicable, as 
specified in paragraph (e) of this sec-
tion). The original engine manufac-
turer must apply a removable label 
meeting the requirements of § 1068.45 
that identifies the corporate name of 
the original manufacturer and states 
that the engine is exempt under the 
provisions of § 1068.262. The name of the 
certifying manufacturer must also be 
on the label or, alternatively, on the 
bill of lading that accompanies the en-
gines during shipment. The original en-
gine manufacturer may not apply a 
permanent emission control informa-
tion label identifying the engine’s 
eventual status as a certified engine. 

(c) The manufacturer that will hold 
the certificate must include the fol-
lowing information in its application 
for certification: 

(1) Identify the original engine manu-
facturer of the partially complete en-
gine or of the complete engine you will 
modify. 

(2) Describe briefly how and where 
final assembly will be completed. 
Specify how you have the ability to en-
sure that the engines will conform to 
the regulations in their final configura-
tion. (Note: Paragraph (a) of this sec-
tion prohibits using the provisions of 
this section unless you have substan-
tial control over the design and assem-
bly of emission controls.) 

(3) State unconditionally that you 
will not distribute the engines without 
conforming to all applicable regula-
tions. 

(d) If you are a certificate holder, you 
may receive shipment of partially com-
plete engines after you apply for a cer-
tificate of conformity but before the 
certificate’s effective date. In this case, 
all the provisions of § 1068.103(c)(1) 
through (3) apply. This exemption al-
lows the original manufacturer to ship 
engines after you have applied for a 
certificate of conformity. Manufactur-
ers may introduce into U.S. commerce 
partially complete engines as described 
in this paragraph (d) if they have a 
written request for such engines from a 
secondary engine manufacturer stating 
that the application for certification 
has been submitted (instead of the in-
formation we specify in paragraph (b) 
of this section). We may set additional 
conditions under this paragraph (d) to 
prevent circumvention of regulatory 
requirements. Consistent with 
§ 1068.103(c), we may also revoke an ex-
emption under this paragraph (d) if we 
have reason to believe that the applica-
tion for certification will not be ap-
proved or that the engines will other-
wise not reach a certified configuration 
before reaching the ultimate pur-
chaser. This may require that you ex-
port the engines. 

(e) The provisions of this section also 
apply for shipping partially complete 
engines if the engine is covered by a 
valid exemption and there is no valid 
engine family name that could be used 
to represent the engine model. Unless 
we approve otherwise in advance, you 
may do this only when shipping en-
gines to secondary engine manufactur-
ers that are certificate holders. In this 
case, the secondary engine manufac-
turer must identify the regulatory cite 
identifying the applicable exemption 
instead of a valid engine family name 
when ordering engines from the origi-
nal engine manufacturer. 

(f) If secondary engine manufacturers 
determine after receiving an engine 
under this section that the engine will 
not be covered by a certificate or ex-
emption as planned, they may ask us 
to allow for shipment of the engines 
back to the original engine manufac-
turer or to another secondary engine 
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manufacturer. This might occur in the 
case of an incorrect shipment or excess 
inventory. We may modify the provi-
sions of this section as appropriate to 
address these cases. 

(g) Both original and secondary en-
gine manufacturers must keep the 
records described in this section for at 
least five years, including the written 
request for engines and the bill of lad-
ing for each shipment (if applicable). 
The written request is deemed to be a 
submission to EPA and is thus subject 
to the reporting requirements of 40 
CFR 1068.101(a)(2). 

(h) These provisions are intended 
only to allow you to obtain or trans-
port engines in the specific cir-
cumstances identified in this section so 
any exemption under this section ex-
pires when the engine reaches the point 
of final assembly identified in accord-
ance paragraph (c)(2) of this section. 

(i) For purposes of this section, an al-
lowance to introduce engines into U.S. 
commerce includes a conditional allow-
ance to sell, introduce, or deliver such 
partially complete engines into com-
merce in the United States or import 
them into the United States. It does 
not include a general allowance to 
offer such partially complete engines 
for sale because this exemption is in-
tended to apply only for cases in which 
the certificate holder already has an 
arrangement to purchase the engines 
from the original engine manufacturer. 
This exemption does not allow the 
original engine manufacturer to subse-
quently offer the engines for sale to a 
different manufacturer who will hold 
the certificate unless that second man-
ufacturer has also complied with the 
requirements of this part. The exemp-
tion does not apply for any individual 
engines that are not labeled as speci-
fied in this section or which are 
shipped to someone who is not a cer-
tificate holder. 

(j) We may suspend, revoke, or void 
an exemption under this section, as fol-
lows: 

(1) We may suspend or revoke your 
exemption if you fail to meet the re-
quirements of this section. We may 
suspend or revoke your exemption for a 
specific secondary engine manufac-
turer if that manufacturer sells en-
gines that are in not in a certified con-

figuration in violation of the regula-
tions. We may disallow this exemption 
for future shipments to the affected 
secondary engine manufacturer or set 
additional conditions to ensure that 
engines will be assembled in the cer-
tified configuration. 

(2) We may void your exemption for 
all the affected engines if you inten-
tionally submit false or incomplete in-
formation or fail to keep and provide 
to EPA the records required by this 
section. 

(3) The exemption is void for an en-
gine that is shipped to a company that 
is not a certificate holder or for an en-
gine that is shipped to a secondary en-
gine manufacturer that is not in com-
pliance with the requirements of this 
section. 

(k) No exemption is needed to import 
equipment that does not include an en-
gine. No exemption is available under 
this section for equipment subject to 
equipment-based standards if the en-
gine has been installed. 

§ 1068.265 What provisions apply to en-
gines/equipment that are condi-
tionally exempted from certifi-
cation? 

In some cases, exempted engines may 
need to meet alternate emission stand-
ards as a condition of the exemption. 
For example, replacement engines ex-
empted under § 1068.240 in many cases 
need to meet the same standards as the 
engines they are replacing. The stand-
ard-setting part may similarly exempt 
engines/equipment from all certifi-
cation requirements, or allow us to ex-
empt engines/equipment from all cer-
tification requirements for certain 
cases, but require the engines/equip-
ment to meet alternate standards. In 
these cases, all the following provisions 
apply: 

(a) Your engines/equipment must 
meet the alternate standards we speci-
fy in (or pursuant to) the exemption 
section, and all other requirements ap-
plicable to engines/equipment that are 
subject to such standards. 

(b) You need not apply for and re-
ceive a certificate for the exempt en-
gines/equipment. However, you must 
comply with all the requirements and 
obligations that would apply to the en-
gines/equipment if you had received a 
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