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PROCEEDI NGS
[9:15 a. m]

MR. WLSON: Good norning. Thank you all for
comng out today to attend the EPA public hearing on the
proposed ozone transport rule.

My nanme is Dick Wlson and |I'mthe acting
assistant admnistrator for air and radiation. W are here
today to listen to your conment and anal ysis of our proposal
to reduce the regional transport of ground-Ilevel ozone and
its principal precursor, nitrogen oxides.

The proposal was signed on Cctober 10, 1997, and
published in the Federal Register on Novenber 7, 1997.

G ound-l evel ozone is the primary constituent of
snbg. Snog causes hundreds of thousands of cases of
respiratory illness, inpaired lung function, and exacerbated
i ncidence of asthma in the U S. every year. G ound-Ievel
ozone can al so reduce agricultural yields for many inportant
crops such as soy beans, wheat and cotton. Nitrogen oxides,
the pollutant targeted by this proposal, also contributes to
acid rain and particul ate matter problenms when NOx harns
sensitive waterways and estuaries, causing fish kills.

For many years scientists, neteorologist and air
qual ity managers have recogni zed that air pollution is

carried by the wind easily across the states' borders. W
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6
know t hat em ssions from upw nd sources can adversely affect

the air quality in doww nd conmunities. Many states have
found it difficult to denonstrate attai nment of the National
Ambient Air Quality Standards due to the transport of ozone
and its precursors.

In the early 1990s many states were concerned that
they would not be able to neet the ozone standards in a
cost-efficient way unl ess steps were taken to reduce the
anount of regional pollution comng into the area from
upw nd.

As a result, in 1994 the Environnmental Council of
States (ECOS) recommended the formation of the Ozone
Transport Assessnent G oup known as OTAG  The ECOS sought
the formation of the National Wirk Group to allow for a
t hought ful assessnent and devel opnent of consensus sol utions
to the problem of ozone transport.

The OTAG a consortiumof 37 states and the
District of Colunbia and environnental groups of industry
wor ki ng cooperatively with EPA conducted a two-year
conprehensi ve assessnent of regional snog problens in the
eastern United States. This proposal builds on the work of
t he OTAG

EPA' s proposed ozone transport rule, also known as

the NOx SIP call proposal, seeks to reduce the interstate
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transport of ground-level ozone pollution in 22 eastern
states and the District of Col unbia.

As many of you know, ground-|evel ozone is forned
in the atnosphere by conpl ex chem cal reactions that
transformvol atil e organi c conpounds in nitrogen oxides into
ground-| evel ozone. Traditionally, ozone reduction
strategi es have targeted volatile organic conpounds. The
| atest EPA OTAG nodeling and analysis indicate that a
strategy targeting NOx would substantially reduce ozone
problens in the eastern U. S.

After two years of extensive nodeling as well as a
wei ght of evidence analysis, EPA identified 22 states as
significantly contributing to ozone nonattai nnent problens
in other downwi nd states, and | ast July EPA nmade final a new
standard for ozone. At that time EPA announced an
i npl enentation strategy for that new standard that would
t ake advantage of ongoing initiatives to ensure that states
coul d neet the new standard cost effectively.

This proposal is a centerpiece of that strategy.

If put into effect, this strategy will enable the vast
majority of cities to neet both the current and new, updated
ozone standards w thout inposing additional new | ocal

pol lution controls or neasures.

EPA is proposing to require that states revise
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their air quality strategies to neet specific budgets for
ni trogen oxi des. However, the proposed strategy does not
mandat e whi ch sources nust reduce pollution to neet the
budget. States will have the flexibility to neet the
pol lution reduction targets by reducing em ssions fromthe
sources they choose.

Consi stent with OTAG s recommendation to achieve
NOx em ssion decreases primarily fromlarge stationary
sources in a trading program EPA encourages states to
consider electric utility and large boiler controls under a
cap and trade programas a cost-effective strategy.

To ensure that reductions are as cost-effective as
possible, EPA is also working with the states to develop a
nodel mar ket -based trading systemfor use by the states
under which utilities that do not neet the reductions can
buy and trade credits fromutilities that exceed the
reduction limt. This system already has been used
successfully under the acid rain program

The matter of interstate transport, as | nentioned
earlier, has been taken seriously by a nunber of states. 1In
addition, in August of 1997 Connecticut, Mine,
Massachusetts, New Hanpshire, New York, Rhode Isl and,
Pennsyl vania, and Vernont all filed petitions with EPA,

citing section 126 of the Clean Air Act related to
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9
interstate pollution abatenent. The petitioners have asked

EPA to make a finding that utilities and other sources of
NOx exacer bate ozone problens in the northeastern states.
Al'l the petitions target sources in the Mdwest. Sone of
the petitions target additional sources in the South,
Sout heast, and Nort heast.

We have agreed now with the petitioners to a
schedule for dealing with these petitions that parallels the
schedul e for this rul emaking.

| want to stress that EPA has not made any final
deci sions regarding the ozone transport rule proposal. W
are interested in hearing your opinions. For those who
would i ke to submt witten comrents, the public conment
period on this proposal closes March 9, 1998. A transcript
of this hearing will be prepared. It will be available for
i nspection and copying at EPA's Air and Radi ati on docket
office in approxi mtely 30 days.

| would now like to introduce the EPA
representatives here at the table.

On ny right, John Seitz, director of the Ofice of
Air Quality Planning and Standards.

On ny left, Paul Stol pman, director of the Ofice
of Atnospheric Prograns.

Howar d Hof f man of our O fice of General Counsel.
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10
Tom Hel s of our Ofice of Air Quality Planning

and Standar ds.

Al so here today at the staff table on ny left,
Ki mber Scavo, Lydia Wegman of our O fice of Air Quality
Pl anni ng and Standards; Bill Baker of our Region 2 office in
New York City; Mke Sklar fromour Mbile Source Ofice in
Ann Arbor; and Joe Tikvart fromour Ofice of Alr Quality
Pl anni ng and Standards in North Carolina.

A few ground rules for the hearing. |I'mgoing to
call the schedul ed speakers to the wtness table up front
here in groups of three. W are asking speakers to limt
testinmony to five mnutes each and remain at the table until
all three speakers have finished. The panel may have
questions for the w tnesses.

We know many of you have nore than five m nutes
worth of material to give us. W are happy to take a fuller
statenent if you have one and enter it into the record.

Al so, please leave it at the registration table if you
haven't already done so. |If you do want to testify and
haven't checked in at the registration table outside, |
woul d ask you to please do that when you get a chance.

On this table and al so on the witness table there

isalittle light systemto help you keep on schedul e. When

you start speaking a green light will conme on; a yellow
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light wll come on when you have about a mnute left; and

then a red light will conme when your tinme is up.

We have overhead and slide projectors if anybody
needs them

We are planning to take testinony through about
11: 30 this norning and then break for lunch and cone back at
1:00. Qur guess is we'll end about 3:30 this afternoon.
We'll see. Hopefully before the rain and snow arrive here
in D C

The schedul e for tonorrow is roughly the sane.

The hearing will start at 9:00 in the nmorning with a |unch
break fromroughly 11:30 to 1:00, and we will plan to
conclude in the early afternoon.

One other point. This is an informal hearing. W
are not going to swear w tnesses; there is no
cross-examnation. As | said, this is a chance for us to
hear in person your thoughts and comrents on our proposed
rule. For those of you who would |ike to add additi onal
coments or react to other people's comments, the hearing
record will be open, and you can submt those for the
record.

One other thing for the wtnesses. Wen you begin
your statement, if you could identify yourself and your

affiliation for the record, we would appreciate that.
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12
Wth that, we will start with the first three

W tnesses, M. Mchael Wax, M. Peter Hamlin, and M. Danny
Herrin.

MR, WAX: Good norning. |'m M chael Wax, deputy
director of the Institute of Cean Ar Conpanies, the
nati onal association of suppliers of stationary source air
pol lution nonitoring and control systens equi pnent and
servi ces.

Many of our 55 nenber conpanies sell NOx controls
and rel ated equi pmrent which will play a large role in
conpliance with the NOx limts to be pronulgated in response
to the SIP call.

Gven the brief tine allotted to ne today, | would
to make just two points.

My first and main point is that the NOx reductions
in the SIP call proposal are emnently reasonable. These
can be met wwth commercially proven cost-effective controls
that are wi dely avail abl e.

Several technol ogies are avail able for reducing
NOx em ssions below RACT and Title IV levels, including gas
reburn, selective non-catalytic reduction (SNCR) and
selective catalytic reduction (SCR). | won't say anything
about gas reburn. | believe probably Joel Bluestein wll

tonmorrow when he speaks. But let nme say a few words about
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13
SCR and SNCR

SCR has provided reductions to below .1 pounds per
mllion Btu on coal-fired utility boilers, which is
one-third bel ow the .15 pound | evel used in cal cul ations,
and to .01 pounds per mllion Btu on gas-fired utility
boilers in California. It has also provided sizeable
reductions, typically 80 to 90 percent, on conbustion
turbines and industrial sources.

We estimate the cost for seasonal reductions on
RACT control coal-fired utility boilers and seasona
reductions to .1 pounds, not to .15 pounds at not much nore
t han $1, 000 per ton.

An inportant thing to note is that we are tal king
about reductions bel ow .15 pounds, which neans that using
SCR sources woul d create NOx al |l owances for sale.

SNCR has been used to provide NOx reductions
rangi ng from 30 percent to over 60 percent on utility
boilers and up to 75 percent on industrial sources. In
essence, on SCR hybrid systens, we believe that reductions
exceedi ng 90 percent will be possible.

Esti mated cost for 30 to 40 percent seasona
reductions on coal-fired utility boilers using SNCR w || be
bel ow $1, 000 per ton.

"' mnot here today to suggest that every boiler
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should install SCR and SNCR. \What we are trying to say is

that there are nultiple options avail able and every source
wll either be able to find an appropriate cost-effective
technol ogy or under a cap and trade schene will be able to
buy all owances, and that the average cost under a cap and
trade schene to neet the limts that EPA has proposed wl|l
be well below the $1,650 to $1, 700 per ton cost proposed by
EPA.

G ven that there are a ot of suppliers selling
advanced NOx control technol ogies, catalysts and rel ated
materials, and that there is significant overcapacity anong
t hese suppliers, those needing controls will have no probl em
obtaining themin time for the 2003 ozone season.

Further, we believe that EPA has overesti mated
perhaps by a factor of two the need for SCR and SNCR, as
sources will use conbustion optim zation and other | ow
capital cost conbustion nodifications to | ower NOX eni ssions
bel ow t he expect ed baseli ne.

Finally, a related concern, that installation of
NOx controls will disrupt the power supply of the US., is
unfounded. Because the installation of SCR and SNCR systens
doesn't normally require extended outages, nost or all of
the work requiring boiler shutdowns can be done during plant

out ages.
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Now noving to ny second point. W support EPA's

suggestion of phasing in conpliance with the SIP cal

l[imts, whether inplicitly by providing a nechani smfor
rewardi ng early reductions or explicitly by setting an
internmedi ate NOx reduction target for the 2001 ozone season.
A phase-in will provide sone payback for those who put on
controls early to accommodat e outage schedul es or for other
reasons, wll help us capture environnental benefits early
for little or no increnental cost, and also give an
indication in terns of ozone levels in the 2001 and 2002
seasons that the SIP call targets have been set at an
appropriate |evel.

I n any case, EPA should phase in the NOx |imts
fully by the 2003 ozone season.

| would i ke to thank you for the opportunity to
speak, and | would be happy to answer any questions.

MR, WLSON. Thank you

M. Hamin.

MR HAMLIN. M nane is Pete Hamin and |'m chi ef
of the Air Quality Bureau for the Iowa Departnent of Natura
Resources. |'mhere today to speak to the inpacts of the
current rul emaking on Iowa and the four other Northwest
states of M nnesota, North Dakota, South Dakota, and

Nebraska. These Northwest states are all OTAG states that
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are not subject to further controls in this rul emaki ng as

pr oposed.

The Northwest states support these rules as
proposed. W recognize that interstate transport is a
problem However, we nust not overstate the issue. The
OTAG anal ysis clearly denonstrated that violations of ozone
public health standards are primarily a |ocal problemwth
primarily local solutions. EPA nust assure that the | ocal
responsibility remain the primary focus or it will not
succeed in correcting the existing violations of public
heal t h st andar ds.

The chal l enge in using a wei ght of evidence
approach is that not all evidence is equal. EPA drew the
proper conclusion, that the rul emaki ng should remain focused
on the 22 states identified in this proposal and not be
expanded, as sone have suggested, unless the 2007
post-i npl ementation review i ndi cates the need.

EPA' s decision in this proposal to exclude |Iowa
and the other Northwest states and the other ten states is
the only appropriate decision. All credible current
information indicates that these states are not neani ngful
transport contributors to the existing ozone public health
vi ol ati ons.

EPA shoul d resi st suggestions to revisit the
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status of the 15 states excluded fromthis proposal. This

i ssue has been discussed in great detail during the OTAG
process and it has been the subject of significant data
assessnment efforts. There is little or no likelihood that
credi ble data can be presented during the tinme period of
this rul emaking that could justify a reassessnent of these
st at es.

The appropriate tinme for formal review of the
status of these 15 states is the planned reassessnent in
2007. This will allowtine to determ ne the effectiveness
of controls in the 22 states having the overwhel m ng i npact
on public health and allow tinme for assessnent tools to
mature to a point where they are nore apt to be able to deal
with the smaller inpacts than these 15 states m ght have
whil e al so better addressing those additional controls that
are nore likely needed in the 22 states already identified.

This is supported by a close review of the OTAG
nmodel i ng, as made quite clear by the UAM V nodeling
submtted to OTAG by the Northwest states. This nodeling
was subject to a thorough review and di scussion during OTAG
Any change in the states determ ned to have significant
contributions cannot be justified based on a reasonable
review of the avail able information.

| owa, together with the other northwestern states,
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as appropriate, wll continue to analyze the situation, and

we intend to have additional anal yses avail able by the end
of the coment peri od.

Both a determ nation of significant contribution
and the setting of initial em ssion reduction goals should
be based solely on the environnental inpact of that state.
They shoul d not be adjusted for other factors that are not
transport related. The appropriate tine to address these
ot her issues is during the devel opnent of state SIPs.

St at e budgets shoul d not be adjusted for the NOx
wai vers. Wiile synpathetic to the dil emma posed, this
tradeoff should be a matter or state SIP devel opnent rat her
than a pre-SIP mani pul ati on.

The EPA solicited conmments regarding the use of
common control technol ogy and cost assunptions in devel opi ng
state-by-state budgets. This approach is based on the
premse that it would result in uniformcost-effectiveness.
This assunmes that cost-effectiveness for ozone transport is
adequately defined by cost per ton renoved. This would be
valid if the inpact per ton of em ssions was equal from al
sources. This is clearly not correct. Any
cost-effectiveness criteria nust relate directly to the goal
in order to be valid.

The only valid cost-effectiveness criteria would
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be one based on cost per mcrogramof inpact. To do

otherwi se would result in a less effective overall strategy
with either a | esser chance of success in elimnating

exi sting violations of public health standards or the
unjustifiable inposition of unnecessary, ineffective and

i nordi nately expensive controls on renote sources.

EPA notes the belief that other benefits justify
using this SIP call to overregulate em ssions. Even if
true, this rulemaking is not a valid vehicle for such
regul ation.

EPA al so noted the belief that such overregul ation
woul d be nore equitable. This is also invalid. Controls
shoul d not be required of other sources nerely because they
are simlar to sources where such controls are needed.

Qur strategies nust remain focused on the problem
that we are trying to address: ozone public health
violations. |If EPA wishes to inplenent a general nationw de
em ssion reduction program the rul emaki ng shoul d be
proposed to address that very issue and not pretend to be
based on ozone transport assessnents.

Thank you.

MR, WLSON:. Thank you

M. Herrin.

MR. HERRIN.: Good norning. M nane is Danny
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Herrin. |'m manager of clean air conpliance at the Southern

Conmpany. M summary statenent provides comments and
recomendati ons on the proposed SIP call, and I would Iike
to relate nost of ny comments to the South.

The proposed SIP call contains several serious
| egal, technical and practical flaws, inaccuracies and
problens. Let ne talk about a few of these.

First and forenost, the legal justification for
the proposed SIP call is fundanentally flawed, and | w |
et others later in the day discuss that nore.

Further, in issuing a SIP call, EPA has ignored
years of serious scientific study and policy debates as well
as many key OTAG recommendations and goals. OTAG
recommended additi onal subregional nodeling for states to
devel op and propose appropriate levels and tim ng of NOx
em ssion controls. EPA has ignored this reconmendati on.

OTAG al so recommended a range of utility and
industrial NOx controls with no controls for coarse grid
areas such as south Al abama and south Georgia. |In issuing a
SIP call, EPA has proposed a nore stringent control |evel
t han even OTAG recommended and w t hout any further anal ysis.

Significantly, EPA has also ignored one of the
nost inportant criteria in OTAGs goal; that is, to select a

cost-effective strategy to reduce ozone.
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I n addition, EPA has ignored significant

di fferences in ozone transport in the southern tier of the
OTAG domai n versus the northern tier by applying a

one-si ze-fits-all approach. A decade of data confirmthat
the majority of ozone exceedances in southeastern cities are
homegrown, with little inmpact fromlong-range transport. An
anal ysis of the scale of influence al so suggests that the
transport distances in the Southeast are generally near or

| ess than 100 m | es.

Further, extensive Southern Conpany nodeling that
was presented as part of the OTAG process shows that NOx
em ssion reductions proposed for Al abama and CGeorgia by both
Pennsyl vania and the SIP call show that no additional
controls are justified for Al abama and CGeorgia to address
transport outside of each of these states.

EPA has al so included, against OTAG
recommendations, the entire states of Al abama and Georgi a.
No additional benefits are provided by point source controls
in the coarse grid areas of these states.

As EPA said, the admnistrative burden on these is
one of the reasons why we are saying this needs to be done,
but that adm nistrative burden at nost would be m ninmal .

Qur anal yses show that just Southern Conpany sources that

are below the fine grid line in the states of A abama and
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Georgia woul d cost at least $140 million in capital and $6

mllion in annual operation and mai ntenance. That's a | ot
of adm nistrative burden

Subr egi onal nodeling should determ ne sources to
be controlled in Al abama and Georgia, not an arbitrary |ine
or decision. This is another exanple of ignoring OTAG and
conducting no anal ysis.

Finally, EPA has not evaluated the ability of the
named states' industries or equi pnment suppliers to neet the
stringent proposed deadlines for inplementing NOx em ssion
controls. Wth over 230,000 nmegawatts of utility generation
and 1,650 industrial sources affected, no anal ysis has been
performed to assure the equi pnment can be provided, installed
and optimzed in the 3-year period. The conplexity and
| ogi stics of the control projects required to neet the
requirenents of the SIP call dwarfs the acid rain program
which is being inplenented over a 9-year period. Concern is
hei ghtened by the fact that no anal ysis has been conducted
to assure that such a stringent deadline will not unduly
affect the electrical supply.

In sunmary, the EPA proposed rules ignore the OTAG
sci ence and recommendations relative to transport distances
in the Southeast and the | ack of benefits of further NOx

controls in Al abama and CGeorgia relative to other ozone
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nonattai nment areas. EPA has arbitrarily included the

entire states of Al abanma and Georgi a because of unfounded
assunptions on additional benefits and because it perceives
that there will be an adm nistrative burden on these states.

Finally, EPA has, w thout analysis or good
j udgnent, assuned that the nmassive control requirenents
necessary to neet the state budgets are necessary and
achi evable wthin the deadlines.

As ny aging nother-in-law who used to run a
grocery store below the coarse grid line would say, this
wei ght of evi dence approach would tend to suggest to you
t hat sonebody has a thunb on the scale, and in the case of
t he Sout heast probably both thunbs.

Thank you.

MR, WLSON. Thank you

MR. SEITZ: For the record, you noted,
particularly Al abama in the coarse grid area, the
adm ni strative burden. W asked for coment on that. In
your subm ssion here today or in your witten coments,
coul d you specifically address in that the adm nistrative
burden not only to yourself but, to the extent you
understand the process within the state of Al abama, what

admnistrative inefficiencies, or the other way to handl e

it?
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MR, HERRIN: Sure.

MR SEITZ: |In addition, you nmade a | ot of
references to nodeling you' ve done that al so was submtted
to OTAG In your witten comments could you ensure that you
cross reference that so we know what nodeling you are
referring to agai nst the database that OTAG has?

MR HERRIN. We'Ill definitely do that.

MR WLSON:. M. Herrin, | had one question. You
can either answer it now or for the record. You and M. WX
seemto reach different conclusions vis-a-vis the
feasibility of neeting the proposal. | don't know if you
want to comment on that now or |ater.

MR HERRIN: | think ny only coment can be |
don't think the analysis has been done. | think we intend
to do sone of that analysis. To say that there is excess
capacity out there has not addressed whet her that capacity
is sufficient to provide that particular operation to
happen.

| think the problemw th the whole analysis is
t hat nobody has eval uated these existing sources for
retrofit of this technology. W' ve got many sources that
will have difficulty providing this technology, and | think
there is evidence to say that won't take a whole | ot |onger

t han what people think it will take.
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MR SEITZ: But in light of the differences, for

the record your coments wll specifically address that
i ssue?

MR HERRIN.  Sure.

MR. HAMLIN:. That's correct.

MR WLSON:. It will be useful for both of you and
ot hers who have information. This is obviously and
i nportant issue.

MR, STOLPMAN. M. Wax, you indicate that you
t hi nk EPA was high on the cost side. Wuld you be able to
provide for the record in particular where you think we went
wong on that? Ws there one particular m stake that we
made that you believe is in our analysis?

MR WAX: We'll put that in our witten testinony.

MR. WLSON: Thank you all very much for taking
the tinme to cone today.

The next panel is M. Mchael Bradley, M. Pau
Wal | ach, and M. Gene Tri sko.

MR. BRADLEY: Good norning. M nane is M chael
Bradl ey, the director of the Ozone Attai nnment Coalition,
menbers of which include ten electric generating conpani es
in the Northeast as well as environnmental advocacy
organi zations that are state based, national based and

regi onal based.
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What | would like to do today is focus on two

primary areas. One is the weight of evidence that EPA has
used as the basis for the regulatory action, as well as the
use of the NOx budget for electric generating facilities to
mtigate the regional transport.

The coalition agrees with the proposed SIP cal
that EPA has put forth. The assessnent conpl eted during the
ozone process clearly denonstrated the existence of an
extensive regional transport problem identified the role of
NOx em ssions as the primary contributing pollutant to the
transport problem and identified the availability of
cost-effective NOx em ssion reduction strategies froma
vari ety of sources.

OTAG al so applied a sophisticated range of
conputer anal yses looking at air quality data as well as
nmet eor ol ogi cal dat a.

Taken together, | think these types of anal yses
made sone very inportant findings.

One is the existence of the w despread regional
transport ozone probl em

Second is the existence of a persistent reservoir
of el evated ozone throughout the Chio River Valley area
during the summer nonths, which tends to flowinto the

M d-Atlantic and Northeast states as well as to the upper
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M dwest and i nt o Canada.

Third, the boundary | evels of ozone into the OIC
region are often at concentrations of 8 PPB or higher and
occasionally they are at or above the 120 1-hour PPB
st andar d.

An historic pattern has been identified as well:
Ozone transport ranging from 150 to 450 mles per day during
t he ozone season.

This information | ed the OTAG process to the
conclusion that a broader range of regional em ssion
reducti ons woul d be necessary in conjunction with |ocal
controls to allow many current nonattainment areas to
achi eve attainnent.

OTAG al so relied on the UAM nodel i ng eval uati on
strategies to | ook at a variety of em ssion control
strategi es across the OTAG region | ooking at every sector
Sonme of the conclusions that are clear fromthat process is
that controlling NOx em ssions from el evated point sources
is an extrenely cost-effective and air quality effective way
to go. Aggressive NOx controls across a |arge portion of
the OTAG region along with needed | ocal VOC controls will be
needed to achi eve both the 1-hour and 8-hour standards.

Anmong the control recomrendati ons devel oped by

OTAG is the control of large electric generating sources to
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| evel s of 85 percent. Coalition nmenbers such as Nort heast

Uilities, PECO PSE&G Atlantic Electric, United

II'lum nating, and others have denonstrated the ability to
reduce em ssions at $1,000 per ton or |less. These control
options include conmbustion nodifications, SNCR, SCR, fuel
swi tching, and ot hers.

| think the point is that a lot of this control
activity has been done and there is a lot to gain by | ooking
at the experience in the Northeast and other areas of the
country.

Wth the weight of evidence having established the
need for regional NOx controls, the coalition believes that
there are several primary elenents that are critical to
achi eving the proposal's regional transport reduction goal:

A firmseasonal NOx cap for the 22 states based on
an average NOx em ssion rate of .15 pound per mllion Btu in
| arge electric generators is absolutely necessary.

Mar ket based em ssion trading.

The adoption of all regulatory requirenents by the
year 2002, with full inplenentation by May 1, 2003.

Before | go into these issues, | also want to
stress the point that the coalition also supports EPA doing
its part of the bargain, which is inplenmenting the

strategi es on non-road area sources and notor vehicles that
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will be inportant to achieve the goal.

The timng of achieving the NOx |evels will be key
to many areas, especially the Northeast where we are bearing
t he burden of both the environnental, public health and
econom c inpacts fromtransport over the course of severa
decades. The Northeast states have done a reasonable job at
instituting Cean Air Act required nmeasures and additional
nmeasur es.

| think it's inportant to enphasize that M chael
Wax's points on the cost-effectiveness, feasibility and
availability of control technologies is sonmething that the
coalition is evaluating. W wll be submtting a report
that | ooks into that for the record by the end of the
comrent peri od.

| want to stress that we and the utilities that we
work with believe that the | CAC strategi es and assessnents
are reasonabl e and can be obtained. W w Il be submtting
witten cooments on March 9. Thanks.

MR, WLSON. Thank you

M. Wall ach.

MR, WALLACH. | want to apol ogi ze at the outset.
| don't know which of ny three sons to blanme ny voice on
but I"'msure it's one of them |In any event, I'msure a | ot

of you lived through the flu al so.
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My nanme is Paul Wallach. 1'mhere today on behal f

of the New Engl and Council, which is the nation's ol dest

regi onal business organization. It covers, obviously by its
name, the six states up in New England. 1've served as a
menber of the council's board of directors for over a dozen
years and now serve as chairman of the council's Environnent
Commttee. |'malso a senior partner with the law firm of
Hal e and Dorr.

The council is going to submt very detailed
witten comrents for the record. These comments today wll
be nmuch nore general

By way of background, the council is nmade up of
the region's | eadi ng manufacturers, financial and academ c
institutions, public utilities, high technology firnms, and a
vari ety of other businesses.

The m ssion of the council is to pronote public
policies, regulatory and |egislative initiatives that
enhance the business climate in the region. It is through
the council's 35-nenber congressional del egation that the
council effectively advances the interests of the region and
safeguards its econony. The council has offices both in
Boston and on Capitol Hill.

| would like to begin by stating that the nenbers

of the council and the region as a whol e have a denonstrated
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commtnment to protection of the environnment and public

health and safety. Qur 6-state region has worked actively
with EPA and the various state environnental agencies to
ensure that industry is an equal partner with governnent and
citizens to inprove air quality.

In many instances -- | think EPAis well|l aware of
this -- New Engl and conpani es have gone far beyond the
requi renents of the Clean Air Act prograns, installing an
array of voluntary neasures and expediting C ean Air Act
conpl i ance schedul es.

It is not only this attitude towards the
envi ronnent that nakes New Engl and uni que, but also its
| ocation. Two years of study by OTAG and ot hers have
confirmed that air pollutants emtted in one state can and
are transported into another. It is now known that
em ssions from m dwestern and sout heastern states directly
contribute to the ozone levels in the Northeast.

The resulting problemis twofold.

The first and nost inportant is dirtier, |ess
healthy air for a region that has great pride inits
envi ronment .

The second is that it puts New England in a
situation where it is out of attainnment with federal

standards and in fact is unable to achi eve those standards.
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This, of course, has serious inplications for New Engl and

and its citizens and also unfairly results in sanctions and
even tighter em ssion control requirenents.

New Engl and has made great progress in addressing
em ssion sources in its six states. The council believes
that it is nowtine that upwi nd states be forced to
aggressively address the sources of the air pollutants that
are transported into our region.

EPA is legally mandated to see that such actions
are taken. In addition to being an inportant health and
environnmental issue, the costly regulations that are
requi red because New England will not be able to neet
federal standards nmeke this a fairness and a conpetitiveness
i ssue.

The council generally supports the approach
contained in the proposed rul e published by EPA | ast
Novenber. The only way in which New Engl and and ot her
downwi nd areas of the country can reach attai nnment goals is
by requiring significant em ssion reductions in a tinely
fashion fromthe M dwest and Sout h.

New Engl and busi nesses and consuners have spent
several billion dollars to address their own em ssions. W
do not, unfortunately, control the practices in other parts

of the country. Only EPA action to require substanti al
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em ssion reductions by the states in these upwind areas w |l

adequat el y address the problem of transported pollution.

Because of its critical inportance to the region,
the issue of transported pollution has noved to the very top
of the council's agenda. It has been the subject of
consi stent attention by a major working group of counci
menbers.

Menbers of that working group have net with state
environnental officials across the region, executives of
maj or chanbers of conmerce, and nenbers of the New Engl and
congressional delegation. W wll be having a briefing with
t he nenbers of the congressional delegation on February 11,
and we hope that this wll help them understand the
i nportance of this issue to the region.

Al t hough we general ly support EPA s proposal,
which clearly assigns responsibility nore fairly, we do have
concerns about the timng for achieving the em ssion
reducti ons.

To ensure clean air and to mtigate the
conpetitive unfairness for New England, relief fromthe
problemis needed as quickly as possible, if not now. Today
there is no doubt that em ssions fromupw nd regi ons cause
significant problenms with air quality downw nd. Thus we

urge EPA to immedi ately require nore significant em ssion
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reducti ons at the source.

To mtigate the inpact on air quality and ensure
that the needed reductions fromthe Mdwest and South are
made on tinme for the Northeast to neet upcom ng conpliance
deadl i nes, eight northeastern states have, as you nenti oned,
M. WIlson, petitioned EPA seeking to require em ssion
reductions from hundreds of industrial sources in the
M dwest and South. Those em ssions adversely affect air
quality in New Engl and.

We recognize -- | want to enphasize this -- that
sources in New Engl and al so are going to have to take steps
to achieve the objectives in this proposal. Additional
control requirenments for New Engl and, however, nust be
required on the sane schedul e set for the Mdwest and the
South. It nmakes no sense to inpose econom c and
envi ronnent al sanctions and bunp up provisions for failure
to denonstrate attainnment in New England until significant
em ssion reductions are achieved in upw nd areas.

I n concl usion, although |ong overdue, we are
pl eased that EPA is noving forward now to address the
serious consequences of transport of ozone precursors, and
we hope that you will stay on an aggressive schedule to do
that. We look forward to working with you on that.

MR, WLSON:. Thank you
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M. Trisko.

MR. TRI SKO  Thank you, M. WI son.

Good norning. M nanme is Eugene M Trisko. |I'm
an attorney admtted in the District of Colunbia. |'mhere
today on behalf of the United M ne Wirkers of Anerica,
AFL-Cl O

The UMM represents organized coal mners in coal
produci ng regions throughout the United States. UMM
participated in the Ozone Transport Assessnent G oup process
and in proceedi ngs before the OTC respecting the stationary
sour ce nenorandum of under st andi ng negoti ated anong
northeastern states in Septenber of 1994.

The UMM' s invol venent in these matters stens from
its interest in mtigating potential adverse enpl oynent
i npacts on American coal mners arising fromunduly
stringent NOx control limtations for coal-fired plants.
Thousands of UMM nenbers have lost their jobs as a result
of fuel switching for conpliance with the acid rain contro
programunder Title IV of the Clean Air Act. W were
actively involved in the acid rain debate in the 1980s and
put forward a nunber of constructive proposals before EPA
and Congress designed to reduce acid deposition while
protecting our nenbers' | obs.

Qur interests here today are the sane. W are
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very aware of the risk of additional job | osses resulting

fromnew utility NOx control requirenments exceedi ng those
required by Title | and Title IV of the 1990 Cean Air Act
Amendnents. The UMM supports cost-effective reductions of
ozone precursor em ssions frompower plants and ot her
sources that will produce public health benefits w thout
sacrificing its nenbers' jobs. W support the phased
approach to em ssion reductions that will be advanced here
today by the Alliance for Constructive Air Policy calling
for an initial 55 percent reduction of utility NOx em ssions
simlar to Phase Il of the Ozone Transport Conmm ssion's MOU.

EPA's proposed limts on coal-fired power plant
em ssions based on a uniformrate limt of 0.15 pounds of
NOx per mllion Btu should be revised substantially. EPA
shoul d give states adequate tinme to conplete the subregional
nmodel ing called for by OTAG States al so nmust have the
di scretion OTAG recommended in setting new em ssion
[imtations for power plants within a range of Title IV
controls and an 85 percent reduction.

States in the Mdwest and the South should have
the sane benefit that states in the Northeast have had
t hrough regi onal ozone transport comm ssions to resolve
their regional concerns about ozone transport. W strongly

encourage states in these regions to take collective action
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in response to this rul emaking. Wrking together, states

need to devise truly cost-effective approaches to em ssion
controls and to conplete the necessary nodeling to determ ne
the appropriate allocation of em ssion reductions across al
source categori es.

EPA here is inposing an inpossible burden of proof
on states to disprove the magnitude of their all eged
contribution to ozone problens in other states w thout
providing states sufficient tinme even to conplete the
nmodel i ng explicitly recormended by OTAG This said, it is
clear from OTAG s nodeling that no conceivable | evel of
em ssion reduction fromcoal-fired power plants or other
sources in upw nd areas would allow the nost serious ozone
nonattai nnent areas to denonstrate attainment with the
1- hour ozone standard.

We have the follow ng additional concerns about
EPA' s proposal :

1. Inadequate bases for significance
determ nations. Neither OTAG nor EPA nodeling has
identified the inpact of em ssions fromparticular upw nd
states on downwi nd states' ability to attain or to maintain
the 1-hour ozone standard. This is a critical om ssion,
precl udi ng the agency from making a | egal determ nation of

the significance of ozone transport affecting any downw nd



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

38
ar ea.

W note, for exanple, a typical ozone inpact of 2
to 6 parts per billion or less for controllable em ssions
fromlarge nmultistate OTAG subregions in the serious and
severe urban areas of primary concern to OTAG OTAG s
roll-out nodeling showed that 75 to 90 percent of downw nd
anbient air benefits occur within 100 to 250 mles of the
areas subject to controls. In short, OTAG found that
regional controls mainly yield regional benefit.

2. This size doesn't fit all. OTAG nodeling
I i kew se denonstrated that ozone transport is relatively
nore prevalent in the Mdwest and Northeast, especially
around the Great Lakes region and within the Antrak
corridor, than in the Southeast or Southwest.

3. Need for a 2-phase approach. EPA should al so
| ook to the exanmple of the OTC MOU for the timng of its
proposal. The 1994 MOU set a Phase Il date of 1999 for a
post - RACT reduction of 55 to 65 percent for plants in the
Nor t heast .

4. Technological Infeasibility. These are
summari zed in ny statenent.

5. Unattainabl e Deadli ne.

6. A lack of cost-effectiveness.

The statenent that we have submtted contains nore
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detai |l ed rennarks.

Thank you very nuch.

MR WLSON: We'll put the whole statenent in the
record. Thank you very mnuch.

MR. SEITZ: A couple clarifications. M. Bradley,
you said all three of you are supporting a phased approach.
| don't knowif all of you agree on this. | suspect not as
far as the nunbers. Wuld you repeat what your phased
approach was?

MR. BRADLEY: W are supporting the design of a
cap and trade programthat pronotes incentives for early
reductions. W are not supporting the phased control
approach per se. W want the controls in place by May 1,
2003. We want all the regul ati ons adopted by Septenber
2002.

MR SEITZ: Fully by 2003? Adoption by 20027

MR. BRADLEY: | nplenentation conplete and
conpliance achi eved by May 1, 2003.

MR. SEI TZ: Thank you.

M. Trisko, in essence, what | thought | heard you
say is "we'll stick with the NOx MOU in the Northeast and
we'll go into a bigger process to exam ne the other regions”
and you were encouraging states to get together.

MR TRl SKO No, M. Seitz. Qur detail ed
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statenment explains that. Qur concept is very simlar to

what the Commonweal th of Pennsylvania proposed in its
section 126 petition, that the fair share that Pennsyl vani a
is conmtted to, Phase Il of the NOx MOU, which in the
western portion of Pennsylvania and New York is a 55 percent
reduction, apply to the northern portion of the fine grid
region, and that subsequent to the inposition of those
controls that a determ nation woul d be made respecting any
foll owon controls, and that necessarily would incl ude

consi deration of em ssion reductions for nore than just the
utility sector.

MR SEITZ: But that is consistent with the NOx
MU, as | recall, in the Northeast.

MR, TRI SKO Because the NOx MOU itsel f provides
for a 2-phase program

MR. SEI TZ: Thank you.

MR. STOLPMAN: Gene, you indicated, | think, that
you are projecting job losses fromthis proposal greater
than the conbination of Title | and Title IV. WII| you be
submtting that for the record?

MR. TRISKO No, Paul. The statenent was to the
effect that the UMM has | ost thousands of jobs as a
consequence of fuel swtching under the SO2 contr ol

provisions of Title IV. W are concerned that if the
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electric utility industry in the context of the current

at nosphere of restructuring is subjected to a nmultibillion
dol l ar per year capital investnent requirenent for SCR
controls that a | arge nunber of ol der and smaller plants
will sinply be taken off line rather than retrofitted with
SCR or other controls.

MR. WLSON: Thank you all very much for taking
the time to cone here today.

The next panel is M. Janes Seif, M. Lenny
Dupui s, and M. John Daniel.

MR. SEIF: Good norning. |I'mJimSeif, secretary
of Pennsyl vani a's Departnent of Environnental Protection.
We appreciate this opportunity. W will be submtting
additional material later. Permt nme this norning to
describe the two issues that have really drawn us here
t oday.

First, it is clear that nitrogen oxide controls in
states outside the ozone transport region are necessary.
Thi s need was convi nci ngly docunented during the past three
years when the Pittsburgh area violated the National Anbient
Air Quality Standards. Ozone concentrations at our
Ohi o/ West Virginia border nmeasured ozone com ng into our
state at levels up to 94 percent of the 1-hour standard and

exceedi ng the new 8-hour standard.
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Clearly, Pennsylvania cannot protect the health of

its citizens without substantial reductions of the pollution
comng into our state. W want all states responsible for
and inpacted by air pollution -- and Pennsylvania is in both
those categories -- to do their fair share to address this

i ssue.

Second, we are issuing an invitation -- maybe a
chal l enge -- to our neighboring states to devel op and
i npl emrent a mar ket-based cap and trade programto regul ate
ni trogen oxi de em ssions. This program should reduce
em ssions by at |east 55 percent by 1999 and nmake further
ones by 2003 as they may be necessary.

As to the fair share issue, | think the | ast eight
years have seen significant inprovenent in our scientific
understanding of the formation, transport and effect of
ground-l evel ozone. The Clean Air Act of 1990 set up the
Ozone Transport Conm ssion, which has dealt very
successfully wth the issue over the years. It also
conmm ssioned the National Acadeny of Sciences study, and as
a result of these and other actions it has becone fairly
clear that ozone's inpact on the Northeast cannot be
addressed without the help of others. Recently, the OTAG
group, very ably chaired by Mary Gade of Illinois, added to

that series of argunents.



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

43
The work of these groups nmade cl ear what was

intuitively obvious. It told us which way the w nd bl ows
and proved that nitrogen oxides do play a major role in the
formati on and transport of ozone.

We have continued to work on this problem on our
own and with OTC. Since 1994 we have achi eved over 200, 000
tons per year of reductions fromsources, nostly utilities,
which emt nitrogen oxides through inplenentation of the
RACT Phase | programunder the Clean Air Act.

We al so adopted NOx Phase Il rules, consistent
with OTC recomrendati ons. These rules require reductions of
55 to 65 percent of NOx emissions from 1990 | evels through a
mar ket - based cap and trade program

|"'mgoing to urge EPA to deal with an inportant
and related issue here and in the future. It has to do with
t he Federal Energy Regul atory Conm ssion open access rule.
We adopted that approach in Pennsylvania in |egislation and
with a recent landmark ruling in our utility conmm ssion, and
we are plunging ahead. W are going to a market-based
approach to providing utility services, and we propose to
regul ate em ssions that way as well.

That |l eads nme to the challenge that | have in
mnd. In 1995, and once again when we filed our 126

petition with our seven sister states, Governor Ridge called
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for a uniform market-based nitrogen oxides cap and trade

program for the Mdwest and South consistent with the one
already in place in our state. W chaired the working group
at OTAG on this subject and advocated that approach, and we
are very pleased that EPA has now recognized its nerits and
i s devel opi ng a suppl enental rul emaki ng nodel cap and trade
program W urge our fellow states to consider it

careful ly.

We are also pleased to hear that United M ne
Workers of America and m ne owners with whomwe net recently
in our state are supporting this approach.

Today | would like to challenge all the utilities
and all the states listed in the 110 SIP call to level the
pl aying field by making the reductions required by the
Pennsyl vani a program and the OTC cap and trade NOx MOU. |
challenge all the states in the region, that is, those to
our south and west, to begin now to devel op a program not
because it is required, but because it is the right thing to
do to protect the public health in an economcally efficient
way .

| mght note that the cap and trade program and
other provisions will help reduce nutrient |loading in the
Chesapeake Bay as well. There are many water bodi es,

i ncluding the bay, that take as nmuch as 40 percent of their
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nutrients fromair deposition.

W will work with all utilities and all states,
all our colleagues in all other states, and certainly with
EPA in these regards.

| would like to close by enphasizing the
upstreani upwi nd anal ogy. The fact of the matter is that
it's not just a pleasant netaphor. It is the very basis of
how t he environnment wor ks and how regul ati on shoul d work as
wel | .

MR, WLSON. Thank you

M . Dupui s.

MR. DUPU S: Thank you and good norning. | am
Lenny Dupuis with the Environnental Policy and Conpliance
Department at Virginia Power. Virginia Power is an investor
owned electric utility serving about two mllion custoners,
wi th power generation facilities located primarily in
Virginia but also in West Virginia and North Carolina.

We have many serious concerns about EPA' s SIP
call, a few of which I will address with you all this
nor ni ng.

It was our understanding that EPA was to base its
SIP call on the recommendati ons nade by OTAG  However
EPA' s proposal is inconsistent with the OTAG recomendati ons

in a nunber of respects.
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The uniform |l evel of very stringent controls EPA

has assunmed for |arge stationary sources in calculating its
proposed budgets is not justified. OTFAG nodeling clearly
indicated that a one-size-fits-all strategy is not
appropriate and that ozone benefits resulting from NOx
reductions dimnish with distance. Accordingly, OTAG
recommended a range of controls and that the states be
allowed up to 12 nonths to perform additional subregional
nodel i ng.

EPA had undermi ned the states' ability to perform
this nodeling by establishing a conment period that falls
wel | short of OTAG s 12-nonth recommendation. There is no
statutory requirenment or court order requiring EPA to issue
a final rule by Septenber. EPA should allow the states the
time they need to performthis nodeling.

Subregi onal nodeling will be very inportant to
Virginia. Point sources account for only 25 percent of the
total manmade NOx em ssions and only 13 percent of the total
ozone precursor emssions in the State of Virginia.

Furthernore, the magnitude and density of
em ssions in the southern two-thirds of our state are
considerably | ess than those in the northern counties of the
st at e.

EPA' s narrow focus on NOx reductions fromlarge
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poi nt sources, while ignoring other inportant source sectors

in the calculation of its NOx budgets, is m sdirected.
Addi ti onal subregional nodeling is needed to determ ne what
sources, including nobile and area sources, are inpacting
downwi nd nonattai nment areas and what |evels of control are
needed to address these inpacts.

W believe that states cooperating on a
subregi onal basis to address transport-related issues is
nore appropriate than a broad-based regi onal strategy.
Clearly this was the intent of Congress when it established
the OTC. The Northeast states were afforded the opportunity
for subregional state collaboration on transport issues, and
this same opportunity shoul d be extended to regi ons outside
of the OIR

We question EPA's timng of this SIP call. EPA's
recent listing of areas that have achi eved the 1-hour
standard is testanment to the fact that air quality is
inproving. Wth additional em ssion reductions and air
quality benefits yet to be achieved from Phase Il of the
Title 'V program it is premature for EPA to justify its SIP
call on the basis of the new 8-hour standard before it has
even desi gnated any nonattai nnent areas under this standard.

EPA' s grouping of states to denonstrate SIP

i nadequacies is inconsistent with the Clean Air Act, and its
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attenpted |inkage of zero-out nodeling analyses wth state

total NOx em ssions to estimate state-by-state culpability
is overly sinplistic and ignores the conplex rel ati onships
bet ween precursor em ssions and ozone formation, which, by
the way, include VOCs as well as NOx.

EPA has not even denonstrated what air quality
benefits will be achieved fromits proposed strategy or
whet her such reductions will lead to attai nment of the ozone
standard in nonattai nnment areas, and EPA has yet to define
specifically what |evel of anbient inpact constitutes a
significant inpact. Instead, it has focused on technol ogy
and the all eged ease of applying controls rather than on air
quality benefits in areas of concern.

EPA' s determ nation of cost-effectiveness based on
dollars per ton of NOx reduced i nappropriately assunes that
a ton of NOx emtted anywhere has the equivalent air quality
i npacts everywhere. Cost-effectiveness nust be tied
directly to air quality inpacts and benefits.

Wil e we conceptually agree with EPA that a
tradi ng program woul d reduce costs, we are concerned whet her
enough excess tons will be generated to provide a robust
tradi ng program gi ven the steep | evels of controls proposed
in this ruling.

Anot her issue of concern is whether the required
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equi pnrent installations can be achieved by the year 2002 and

whet her the required technol ogy can be installed w thout
serious disruptions to the electricity supply in the eastern
United States. A phased approach toward inplenmentati on over
a nore sensible tine period will be nore feasible.

Virginia Power believes that the states, working
together in a subregional franmework, would nore effectively
address air quality needs and econom c concerns while
assuring continued progress toward regional air quality
goals in the eastern United States. For this reason,
Virginia Power has joined with the Alliance for Constructive
Air Policy to pronote a workable, nore common sense
subregi onal approach to achieving air quality goals. W
al so support many of the views that will be expressed by the
Virginia DEQ the West Virginia DEP, the Uility Ar
Regul atory G oup, and the M dwest Ozone G oup.

We thank you for this opportunity to present our
views. We will be filing additional witten coments on
t hese i ssues before the close of the coment period.

MR, WLSON. Thank you

M. Daniel.

MR. DANI EL: Thank you. M name is John M
Daniel, Jr., director of technical support for the

Departnent of Environnental Quality in the Conmonweal t h of
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Virginia. | ampleased to have the opportunity to make

t hese comments.

It is our opinion that these SIP calls are
i nproper or inconsistent with the Clean Air Act because EPA
has not done the detailed state-by-state culpability
anal ysi s envi sioned by sections 110(a)(2)(D(i)(1) and
110(k) (5).

In addition, EPA has msinterpreted the results of
t he OTAG anal ysis, which showed very clearly that while NOx
reducti ons reduced ozone | evels, the biggest benefit
occurred in those areas where the NOx reductions occurred
and decreased rapidly with distance.

In addition, EPA has ignored the OTAG
recommendation that nore detail ed subregi onal nodeling
anal ysis be performed before SIP calls were issued. The
OTAG nodel i ng al so showed that the massive NOx reductions
proposed by EPA woul d not achi eve attai nnent and nai nt enance
of the 1-hour ozone standard in the serious and above
nonattai nnent areas that EPA was trying to help.

It isironic that this SIP call to 22 nostly
sout hern and m dwestern states suggest that nmassive NOX
reductions even fromattainnent areas will mnimze
transport and help the Northeast achieve the ozone standard.

At the sane tinme, EPA was defending their action
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inlitigation from New York, Pennsylvania and Vernont and

granting NOx waivers to four upwind states, Illinois,

| ndi ana, M chi gan, and W sconsin, because nodeling evidence
showed that additional NOx em ssion reductions would not
contribute to attainment of the ozone air quality standards.
The U. S. Court of Appeals for the Seventh Grcuit recently
sided with EPA on this |awsuit.

What EPA has proposed is essentially a
one-size-fits-all concept that is technically indefensible.
It is clear that a ton of NOx in Virginia or Al abama or
Ceorgia is not equivalent to a ton of NOx in the Northeast
in ternms of benefit. To suggest that it is flies in the
face of common sense.

In addition, EPA has provided no docunentation
what soever that these reductions will denonstrate attai nnment
of the 1-hour standard in any area of the country. |[|f EPA
truly believes that these NOx reductions are necessary, then
it should go to Congress and get Title IV anended to require
them It is outrageous to place this burden on states and
poi nt sources w thout being able to show the anbi ent benefit
to ozone levels. |If EPA wants to equate this to the SO2
acid rain program then a Title IV amendnent is the
appropriate way to acconplish it.

Absent nonattai nment problens in the South and the



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

52
M dwest, EPA should withdraw this SIP call until states have

the opportunity to evaluate their status with the new 8-hour
standard. States that identify problens with the 8-hour
standard shoul d then have the opportunity to perform
appropriate nodeling to determ ne what reductions are
necessary, whether |low | evel or high I evel NOx reductions
provi de nore benefit, or whether nore VOC controls are
appropri ate.

Hi storically, EPA has allowed states the ful
three years to develop SIPs for new standards, and EPA
shoul d not arbitrarily select one year for states to deal
with a problemthat will be as difficult as this one. State
procedures for any needed regul ati on devel opnent sinply
cannot be acconplished in such a short period of tine.

Absent a clear docunented need for these
reductions and a clearly denonstrated benefit, inposition of
such controls on utility and industrial boilers is clearly
arbitrary and capricious and therefore inconsistent with the
Clean Air Act.

Earlier we wote to EPA and requested an extension
of the comment period due to the inability of states and
poi nt sources to retrieve the detailed em ssion inventory
that EPA is using as a basis for this SIP call. W

reiterate that extension request here.
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Thank you for the opportunity to present our

views. More detailed witten cooments will be submtted
before the end of the comment peri od.

MR. WLSON: Thank you very much.

MR. SEITZ: Just one comment. Are you suggesting
that the statutory test for this SIP call is attainnment in
those areas that are being addressed?

MR. DANIEL: |I'mnot a |awer, John.

MR. SEI TZ: That's what your comment said. Wuld
you ask your |egal departnment to say how under this section
of the law attainnment is the test?

MR. DANIEL: Sure. Be glad to.

MR. SEI TZ: Because we believe in the introductory
par agraph we are tal king about transport, not attainnment.

MR DANIEL: [I'Il be glad to get themto do that.

MR. HOFFMAN. M. Daniel, you indicated that the
tinme period that we have set up in the proposal for states
to go through their regulatory process isn't |ong enough.
Coul d you address what an appropriate tine period would be
and what the regulatory process would be in your witten
coment s?

MR, DANIEL: Fromthe tine we get perm ssion to go
forward to develop a regulation it takes a m ni num of one

year if you are lucky and don't have any road bl ocks al ong
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the way, but the state adm nistrative procedures drag it out

at least 18 nonths in nost cases. There are instances where
it has been even | onger than that.

MR. WLSON: | have a question for the whole
panel, but particularly for M. Seif and M. Daniel. The
whol e OTAG process started to help states neet 1999
attai nnent dates for the 1-hour ozone standard, and yet you
all seemto be suggesting various |evels of do nore
nodel i ng, take your time, nmake sure we've got everything
ri ght before we nove ahead. How do you see fitting that
with the need for states to neet the Cean Air Act mandates
for 1999 attai nnent?

MR. DANIEL: W are in the process of putting
t oget her our final SIP package for the 1999 attai nnent date,
and that will be submtted in April

MR WLSON:. So you are not dependi ng on any
reductions fromthis programto show attai nnment?

MR. DANIEL: We think we will be able to show it
w thout that at this point.

MR SEIF: | don't believe |I did request the kind
of sl ower approach and nore review that you nentioned. That
is always desirable, but we want to attain the standard,
what ever, sooner than |later. W suggest that finalizing the

SIP call and getting a cap and trade programin place would
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be great first steps.

MR. WLSON: Maybe | renmenber wong. | thought
you were sort of the OIC 55 percent, which | think we fee
is roughly what the acid rain Title IV programalready is in
the process of requiring, and then nore if necessary. Wuld
you expect this rul emaking to nake the determnation as to
whet her nore is necessary?

MR SEIF. It would be helpful if sone resolution
in that regard canme. Wether fromthis rul emaking or a
general agreenent anong states or other kinds of devices, we
woul d | ove to be instrunmental in bringing people together
out si de the government context as need be to try to nmake
sonme of those kinds of determ nations.

MR. SEITZ: Just one final one to M. Dupuis. You
made the comrent about timng and installation as a concern.
You heard the first panel. So in your witten conments we
would really like you to focus in on the data and the basis
for that statement in light of the discussion on panel one.
Thank you.

MR. WLSON: Thank you all for taking the tine to
conme today.

The next panel is M. David Parks, M. Gary Rice,
and M. Robert Bessette.

MR. PARKS: Good norning. |'m David Parks,
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speaki ng on behalf of the Baltinore Gas and El ectric Conpany

(BGE). | will comment today on two main issues.

Nunmber one, OTAG s recommendati ons and the
i nconsi stencies in the EPA's proposal .

Nunber two, the effects of EPA's SIP call on
Maryland's utility NOx budget.

On the first issue, BGE was an active partici pant
t hroughout the entire OTAG process, worked closely with the
Maryl and Departnent of the Environnment, and is in general
agreenent with OTAG s recomendati ons. BGE believes that
the EPA's proposed SIP call contains nunerous
i nconsi stencies with the recommendati on of the 37 OTAG
states.

For utility NOx controls, the OTAG policy group
recommended a range of controls between C ean Air Act
controls and the |l ess stringent of an 85 percent reduction
fromthe 1990 rate of 0.15 pounds per mllion Btu in order
assi st states in conplying wwth the existing 1-hour ozone
standard. OTAG nodeling showed that ozone transport is
greater in the northern tier than in the southern tier.

EPA has proposed that the em ssion rate of 0.15
pounds per mllion Btu be applied to utility boilers
t hroughout the affected 22 states and the District of

Colunmbia. This is nore stringent than OTAG s nost stringent



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

57
| evel and totally ignores OTAG s recommendati on of a range

of controls. Additionally, the EPA s proposed
one-size-fits-all rate ignores the OTAG acknow edgnent t hat
transport differs in different areas of the country.

Addi tional nodeling and air quality analysis.
OTAG recommended that states must have the opportunity to
conduct additional |ocal and subregional nodeling and air
quality analysis as well as devel op and propose appropriate
I evel s and timng of controls and have 12 nonths to conpl ete
t hat nodel i ng before EPA action

The EPA has not followed this recommendati on and
has not allowed adequate tine inits SIP call to perform any
of this inmportant follow on analysis to OTAG

On OTAG s technical analysis, quoting from OTAG s
executive report, "OTAG has perforned the nost conprehensive
techni cal anal ysis of ozone transport ever conducted. OTAG
has devel oped and produced the best and nost conplete
em ssions inventory for the OTAG region. OTAG has used
UAM YV, a state-of-the-art photochem cal nodel, to analyze
the potential inpact of various control strategies."”

The unprecedent ed OTAG process brought together
states, industry, and the environnmental comunity to produce
the results described above. This technical analysis was

conducted in cooperation with, and under the scrutiny of,
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the EPA. Throughout the 2-year OTAG process the decisions

of 37 state environnental comm ssioners, including final
recommendati ons, were based on this technical analysis.
believe states expected to see a SIP call based on OTAG
nunbers, OTAG results, and OTAG recommendations. | know
Maryl and di d.

The EPA, in developing its proposal for the SIP
call, changed the baseline year used by OTAG used a
different em ssions inventory, enployed a different conputer
nmodel , and perfornmed an anal ysis based on the 8-hour ozone
standard i nstead of the existing 1-hour standard.

In sunmary, the EPA chose to ignore the advice and
recommendati ons of OTAG a national work group it
established with the Environnental Council of States.

On the second issue, we need to see how t hese
inconsistencies in the SIP call affect the State of
Maryl and. OTAG s calculation for a utility NOx reduction of
the Il ess stringent of 85 percent or an em ssions rate of
0. 15 pounds per mllion Btu provided Maryland wth a 2007
ozone season budget of 20,195 NOx tons. EPA' s SIP cal
cal culation for the sane budget period | eaves Maryland with
only 11,364 NOx tons. This is 44 percent |ess than OTAG
cal culated. On January 9 the EPA revised Maryl and' s budget

to 12,971 tons, which is still 36 percent |ess than OTAG
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cal cul at ed.

Conmparing Maryland's budget in the EPA SIP call to
Maryl and' s budget in Phases Il and Ill of the OIC MoU
reveal s additional disparities.

In Phase Il of the MOU Maryl and received 22, 881
tons of NOx allowances. In Phase Ill of the MU, which,

Wi th reductions el sewhere, was anticipated to bring the
Nort heast states into attainment with the 1-hour standard,
Maryland is to receive 15,523 tons of utility NOx

al | onances.

Let's conpare the EPA's SIP call budget of 12,971
tons to the OTC Phase |1l budget of 15,523 tons. To address
only transported ozone, the EPA is proposing that Maryl and
utilities reduce em ssions 25 percent nore than they had
pl anned to reduce under Phase IIl of the MOUto attain the
1- hour standard. Since transported ozone is only part of
the total problem EPA's SIP call proposal for Maryland is
i1l ogical and philosophically incorrect. BGE urges the EPA
to rectify these inconsistencies specific to Maryland and
the inconsistencies wth OTAG s reconmendati ons.

We al so support a proposal to be presented |ater
by the Alliance for Constructive Air Policy. W appreciate
the opportunity to comment on this major proposal.

MR. WLSON. Thank you very nuch.
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M. Rice.

MR RICE: Good norning. I'mGary Rice. |I'm
speaki ng on behal f of Duke Energy, particularly wth regard
to our electric utility systemin North Carolina and South
Car ol i na.

"Start with the end in mnd" is a wi se adage and
it's apparently one that EPA has truly taken to heart in
this matter. EPA started with the end in mnd of reducing
utility NOx em ssions in the eastern United States. |Its
vehicle is this proposed SIP call that we discuss today.
But there are only two problens wth EPA s approach: it's
illegal and it's devoid of any technical nerit.

EPA has totally ignored every provision in the
Clean Air Act that Congress intended be used to address
regional transport of pollutants. Apparently proceeding
under sections 176(a) and 184 takes too long. So EPA
deci ded to proceed under section 110, but section 110
requires a state-by-state denonstration of significant
contribution, which EPA cannot show.

So EPA decided to ignore that provision of the
Clean Air Act as well, and it sinply lunped 23 separate
political jurisdictions together in an attenpt to support
its position that each utility NOx source in all 23

jurisdictions contributes equally and significantly to ozone
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nonatt ai nment .

This proposal is supposed to be based on state
SI Ps that EPA considers inadequate for the 1-hour ozone
standard, but EPA knows that there are very few 1-hour
nonattai nnent areas in the eastern U S. 1In fact, there are
no 1-hour ozone nonattainnment areas in North or South
Carolina. EPA recently revoked the 1-hour standard for both
states.

So EPA attenpts to bolster its position by
i ncludi ng projected 8-hour nonattai nnent areas. But how can
EPA tell states that their SIPs are deficient for failing to
address the 8-hour standard when under EPA's own
i npl enentati on schedul e states are not even required to
submt 8-hour SIP revisions until 20037

For that matter, EPA hasn't even identified the
8- hour nonattai nment areas and doesn't even intend to until
the year 2000. Under EPA's schene, states will be required
to revise their SIPs for yet to be identified 8-hour
nonattai nment areas in other states all before they are
required to conplete SIP revisions for 8-hour nonattai nnent
areas in their own states.

But EPA has found it can do a lot when it starts
with the end in mnd. For exanple, EPA can propose a SIP

call when it hasn't even done the necessary nodeling. EPA
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can issue a proposal and at the sane tine admt that the

proposal is inconplete and will be supplenmented after the
cl ose of the coment period on this proposal.

As an exanpl e, EPA has performed no nodeling to
determ ne which 1-hour nonattainnment areas will benefit from
the em ssion reductions proposed for North or South
Carolina. |If EPA had bothered to performthis nodeling, it
woul d have reveal ed how unnecessary and how unjustified the
proposed reduction requirenents are for the Carolinas.

And |ike the glass slipper in Ci nderella, one size
does not fit all. OTAG taught us this. OTAG clearly
denonstrated that by far the great proportion of ozone
reductions in any nonattai nment area cone from em ssion
reductions in and near that nonattai nment area. But EPA's
proposal is arbitrary because it inposes uniformcontrols
with no relationship to benefits. North and South Carolina
are prime exanples of two states that have no neasurabl e
i npact on current 1-hour nonattai nnent areas but are stil
being unfairly and unnecessarily targeted by EPA s proposal.

Li kewi se, EPA s concept of cost-effectiveness is
capricious; it's mssing the mark conpletely.
Cost-effectiveness nust be based on the cost of air quality
i nprovenent, not sinply the cost of reductions.

When it's all said and done, EPA's proposal does
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not even begin to get the existing 1-hour nonattai nnent

areas into attainment, but that apparently is not EPA's
goal .

EPA' s proposal is inconplete and illegal and
shoul d be withdrawn until a conplete, technically sound and
| egal proposal can be issued. At a mninum the coment
period shoul d be extended at |east 120 days after the entire
proposal is published, including the suppl enental
r ul emaki ng.

Thank you.

MR, WLSON. Thank you

M. Bessette.

MR, BESSETTE: |'m Bob Bessette. | am president
of the Council of Industrial Boiler Omers, representing
i ndustrial conpani es, architect-engineers, equipnent
manufacturers, and utility affiliates.

| have a hard tinme saying this, but |
whol eheartedly agree with what Danny Herrin said this
nmorni ng. Those of you who were involved in the OTAG
process, which was very, very good, can understand where
that m ght conme from

[ Over head]

MR. BESSETTE: The proposed NOx SIP call is for

ozone transport, not a state and national air quality
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standard. |If we are considering ozone transport only, OTAG

is probably the foundati on upon which the best information
was generated. |It's the nost conprehensive study ever. EPA
indicated it would take this stuff into account in the
overal |l process of generating the SIP information.

Cl BO has supported the OTAG process. W worked
very hard with it to come to consensus opinion on what could
be done for industries, what could be done for utilities to
mtigate ozone inpact on all nonattainnent areas. A |ot of
our conpanies still consider the concessions that we gave or
t he concessions that we arrived at were sort of
non-justified.

Ozone or NOx emissions fromnon-utility boilers is
usually limted to less than 150 mles. |In many cases, we
can show by actual analysis nunbers it's |less than 100
m | es.

In the process of generating the ozone concessions
industrials were | ooked at on a case-by-case basis. Beyond
the utilities, one size does not fit all. W have size
boilers that range far in excess of anything that the
utilities have; different fuels, different sizes, different
operating characteristics. One size does not fit all. Yet
we conceded for the ozone budget process that they take one

nunber. So the NOx SIP call was based on one number for



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

65
expedi ency so you didn't have to run hundreds of thousands

of different NOx nunbers to cone up with a budget that EPA
woul d use based on the fact that we use detail ed nodeling at
a later tinme to determ ne what the |ong-range transport was.

Sonme of the things that we agreed to were wei ght
of evidence on comng up with a case by case or com ng up
with the final NOx SIP call, looking at a basis that said
industrials would pay the sane as utilities as far as what
t he actual end results woul d be.

BACT and RACT units were already permtted the
| owest nunmbers and in many cases were the | east em ssion
units in the country today.

And there would be no controls for small units,
| ess than 100 mllion Btu per hour.

The NOx budget was not a cap or an allocation at
that point intime. W believe that and consider that to be
t he case.

Controls should be applied only in the fine grid
area. |In cases where states are segregated or separated,
the fine grid and coarse grid should be separated as well.

Non-utility point sources contribute very, very
little to long-range transport. Stack height is extrenely
inportant with regard to what actually happens. It's

inportant that this be given fair consideration.
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Any budget agreed to by the states should reflect

or be responsive to the actual transported em ssions. That
means fine grid; that neans fine scale. |n some cases

i ndi vi dual plant nodeling is necessary for a state to cone
up with what their true budget should be.

States need nore tine to do this. They need tine
to confirmthe inventories on the industrial basis; they
need tine to conplete the additional nodeling that is going
to be needed if a true budget is going to be decided; and
they need tinme to assess potential disbenefits and assure
| ong-range transport.

Everybody understood in OTAG that the UAM V node
was a good nodel, that it gave us qualitative data, not
guantitative data, and it was not to be used for setting a
standard. EPA has done that.

States nust be allowed to determne their own
| ong-range transport, and it's going to take tine to do
t hat .

Thanks.

MR. WLSON. Thank you. Thank you all very much
for comng. W appreciate it.

The next group is M. John Johnston, M. Jim
Mur phy, and M. Stephen Roberts.

MR. WLSON: M. Johnston, good norning.
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MR, JOHNSTON:. Good norning. M nane is John

Johnston. |I'mchief of the West Virginia Ofice of Ar
Quality. | appreciate the opportunity to highlight our
concerns and plan to file nore extensive witten comments.

| am pleased to report that West Virginia is in
attai nment for ozone. Achieving attainment has not been
easy. West Virginia has worked with |ocal industry and has
taken the neasures necessary to conme into conpliance with
the ozone standard. West Virginia inplenented reasonably
avai |l abl e control measures to control VOC em ssions from
both listed and maj or sources.

Furthernore, as part of the ozone mai ntenance
pl an, West Virginia achieved early em ssion reductions in
NOx and VOC and denonstrated these em ssions would continue
to decline over a 10-year period. Despite this fact, our
state is being asked to take the | argest conparative
decrease in NOx em ssions.

Perhaps it is because we have achi eved attai nnent
t hat our agency takes strong exception to the SIP call as
proposed. W are particularly concerned that the proposal
ignores the Ozone Transport Assessnent G oup's
recommendati ons and proposes a one-size-fits-all approach to
the control of NOx. Even though West Virginia voted no on

the overall OTAG recomendati on package, our agency is not
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opposed to pollution controls.

The OTAG recomrendati ons were the result of two
years of science-based effort. To ignore those
recomendati ons di scounts two years of intensive work
directed toward a rational approach to NOx control. For
exanpl e, OTAG recommended a level of utility NOx controls
rangi ng fromzero percent above Cean Air Act requirenments
to 85 percent. The SIP call proposal ignored this
recommended range and instead went directly to the 85
percent |evel.

OTAG conducted | arge-scal e nodel i ng and
recommended additional tinme to conduct smaller, nore refined
nodel ing to address specific problenms. The SIP cal
proposal ignored these findings and set atinme limt that
effectively prevents our perfornmance of the additional
anal ytical work required to make sound regul atory choi ces
t hat have neani ngful environnental inpact.

The SIP call proposal ignores the inpacts of the
Smal | Busi ness Regul atory Enforcenent Fairness Act of 1996.
SBREFA requi res an econom ¢ analysis of the inpact and
consi deration of various alternatives on snmall business.
The SIP call revision called for in this proposal wll
requi re our agency to file several new rules.

Enacting a rule in West Virginia requires an
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agency to determ ne the economc inpact of the rule on the

state and requires an estimate of the cost to the regul ated
comunity and for the agency to admnister the rule. EPA,
by not conducting the SBREFA anal ysis, has shifted the
entire burden of analysis to a state agency w thout
provi di ng even m ni mal guidelines of the cost inpact to
smal | busi ness.

The SIP call proposal is a historical precedent
under the Clean Air Act in that, to the best of our staff's
know edge, it is the first SIP call to ever involve
mtigation of nonattai nnment rather than, as called for under
the Cean Air Act, denonstration of attainnment and
mai nt enance of the NAAQS. Until the 1990 anmendnments, EPA
could only issue a SIP call for the purpose of requiring a
state to denonstrate attainment and mai nt enance of the NAAQS
in nonattai nnment areas. Even the 1990 anendnents used the
word "mtigation” in the context of section 176A and 184 to
refer only to those states in a specified ozone transport
region. West Virginia is not in an ozone transport region,
and EPA's SIP call does not result fromthe section 176A or
184 processes. W therefore are concerned that the SIP cal
as proposed exceeds EPA s authority.

We urge that EPA significantly revise its proposed

SIP call to address these and other concerns that will be
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set forth in our witten cooments. Thank you for the

opportunity to appear this norning.

MR, WLSON. Thank you

M. Muirphy.

MR. MURPHY: Good norning. |'mJi m Mirphy,
envi ronnent al advisor for Al egheny Power. Since oral
testinmony is limted to only five mnutes, | wll limt ny
coments to two areas of concern.

My first concern is the proposed SIP call's
i nconsi stency with OTAG recommendations. The proposed ozone
transport SIP call contains nunerous references to EPA' s
intention to inplenent the recommendati ons of OTAG
However, All egheny woul d argue that EPA has in fact ignored
t he OTAG recommendati ons concerning utility NOx reductions.

One of OTAG s major nodeling air quality
concl usi ons was ozone benefits are greatest where em ssion
reductions are made and dimnish with distance. It was
because of this conclusion that OTAG did not reconmend a
regi on-wi de NOx reduction control strategy.

OTAG further recomended states nust have the
opportunity to conduct additional |ocal and subregi onal
nmodel ing and air quality anal yses as well as devel op and
propose appropriate levels and timng of controls.

Finally, OTAG recommended the range of utility NOx
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controls in the fine grid fall between C ean Air Act

controls and the |less stringent of 85 percent reduction from
the 1990 reg, or 0.15. It should be apparent that the OTAG
recomendati ons do not support the scope or stringency of
EPA' s proposed SIP call: One size fits all 22-state
reduction strategy.

I n accordance with the OTAG recommendati ons,

Al | egheny requests the EPA provide states the opportunity to
conduct additional |ocal and subregional nodeling prior to a
final determ nation of the appropriate |levels and tim ng of
controls. However, recognizing the need for sone mnim

| evel of region-wide utility NOx reductions to address | ocal
and subregi onal ozone nonattai nnment areas, Allegheny
endorses the 2-phase inplenentation strategy which will be
proposed | ater today by the Alliance for Constructive Ar
Pol i cy.

This strategy is simlar to that being inplenented
now wi thin the Northeast ozone transport region. It also
confornms to the recommendati ons nmade within the section 126
petition filed by Pennsylvania in August 1997.

Conformng to the requirenents of Pennsylvania's
section 126 petition is significant since the state would
obvi ously be nost inpacted fromany upw nd non- OIR st at es.

In fact, recently conpl eted nodeling studies for
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sout hwest ern Pennsyl vani a i ndicated that no nore than a 55

percent reduction would be required fromlocal adjacent
upw nd areas in order to achieve and maintain conpliance
with the current 1-hour ozone standard.

My second concern is with the cal culation of the
state gromh factors. Allegheny comends the EPA for
attenpting to accommpdate the growmh in utility generation
heat input between now and 2007 in order to calculate state
utility NOx budgets. However, Allegheny has a practi cal
concern with the nethodol ogy bei ng proposed.

First, let me preface ny remarks by stating | do
not pretend to understand how t he | PM nodel determ nes
future state utility generation. | suspect the various
assunptions and cal culations within the nodel itself would
be hi ghly debat abl e.

My concern is the nethod of using the nodel out put
data to calculate state gromh factors. This concern is
based on the use of | PM nodel projected growth between one
period, 2000 to 2010, to calculate a growh factor for use
bet ween a second period, 1996 to 2007.

The problemw th the EPA nethodology is that it
doesn't account for the projected growh between 1996 and
2000. For exanple, Allegheny questions the relatively | ow

gromh rate of 5 percent for the State of West Virginia.
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Based on the IPMresults, West Virginia is projected to

experience a 37 percent increase between actual 1996 heat

i nput and | PM projected 2000 heat input. However, between
2000 and 2010, IPMprojects only a 4.7 increase. By using
the lower gromh rate projected between 2000 and 2010, EPA
prorates only a 5.1 percent increase between 1996 and 2007,
whi ch conpletely ignores the projected 37 percent growth
bet ween 1996 and 2000.

The EPA could elimnate this inconsistency by
prorating the 1996-2007 growth factor using the projected
growt h between actual 1996 and | PM 2010 and elimnating the
use of the 2000 projections. Using this nethod, the West
Virginia straight growh factor would be a nore reasonabl e
34 percent.

Al | egheny appreci ates the opportunity to conment
on this proposed rule and plans to submt nore extensive
witten cooments by the March 9, 1998, deadline. However,
Al | egheny al so requests the EPAto formally extend the
comment deadline an additional 120 days after publication of
t he upcom ng suppl enental notice of proposed rul emaking.

Thank you.

MR, WLSON:. Thank you

M5. BECK: Hello. M nane is Kathy Beck and |I'm

here offering a statenent on behalf of Steve Roberts, who is
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the president of the West Virginia Chanber of Commrerce, here

to cooment on EPA's failure to conply wwth the Snal

Busi ness Regul atory Enforcenent Fairness Act of 1996. W
support clean air just as we support a fair allocation of
clean air burdens. But we also support the principle that
no agency shoul d be above the | aw when pursuing that goal.

The West Virginia Chanber of Commerce has as its
m ssi on the goal of being an action-taking business
organi zation. W are the |argest business organization in
West Virginia, but its nmenbers are principally small
busi nesses; 97 percent of the businesses in West Virginia
are small businesses. W seek not only to inprove the
state's business climate for these nmenbers, but also to
inprove the state's quality of life.

Smal | busi nesses are the catalyst for enpl oynment.
Smal | busi nesses have created jobs over the past five years
for West Virginia, whereas |arger businesses have reduced
their work force nunbers.

The West Virginia small business sector also
provi des enpowernent for mnority interests. Wnen owned
busi nesses have increased 64 percent; African American
busi nesses by 50 percent; and H spani c busi nesses by 76
percent. These are fragile businesses, however.

In 1996, business bankruptcies increased by 3.5
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percent; business failures rose by 2.4 percent.

It is this particular vulnerability of smal
busi nesses that gave rise to SBREFA. Congress recogni zed
that the small business sector is critical to job creation
in today's econony, but in many ways it shoul ders nore costs
and burdens than necessary in conplying with uniform
national regulation. Thus, SBREFA was intended to nake
f ederal agencies nore responsive to the unique
characteristics and capabilities of small businesses.

Nowhere is this mandated accountability to snal
busi nesses nore inportant than in the devel opnent stage of
the regul atory process. As Congress recogni zed, basic
regul atory frameworks are frequently fixed at the point of
formal proposal. This recognition was an inportant basis
for Congress' conclusion that agencies should no | onger be
able to sidestep the Regul atory Fairness Act through
perfunctory or unsupported certifications either at the
proposal or the final rul emaking stage.

During both the initial and the final regul atory
flexibility anal yses, SBREFA requires an agency to provide
i nformati on about the inpact of the proposed regul ation on
smal | busi nesses. These anal yses are required to ensure
that the agency fully considers alternatives for snal

busi nesses that would m nim ze the undue conpliance burdens.
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| f the agency determ nes that alternatives are not

accept abl e, SBREFA requires the agency to inform snal
busi nesses of its reasons and why each one of the
alternatives was rejected.

SBREFA al so incorporates inmportant new checks and
bal ances on these determ nations by bringing in the Ofice
of Managenment and Budget as well as the Small Business
Adm ni stration. Thus, SBREFA is an inportant vehicle for
smal | businesses to join in the public participation process
by al |l owi ng busi nesses an opportunity to evaluate the
proposal, consider mtigation, and also the basis for the
conclusion that there are no alternatives. They can then
respond with perspectives that may not ot herw se have been
reflected in the rulemaking. This SBREFA framework fulfills
t he purpose of encouraging effective participation. It also
hel ps states as they are trying to inplenent the program

EPA has di sregarded these protections for smal
busi nesses by certifying that SBREFA does not apply. This
certification was not based on analysis of the proposal's
potential inpacts on small businesses, many of which can be
maj or sources under current rules. Nor did it reflect an
analysis of likely inpacts if states are unwilling or unable
to nmeet their reduction budgets by focusing on very |arge

conbusti on sources.
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Rat her, EPA has ignored its responsibility under

SBREFA by trying to separate the effect of this regul ation
on the states fromthe inpact of the regulation on small and
ot her businesses. EPA in effect says SBREFA does not apply
because no entities are being regulated. Yet it says states
are sinply being told to regul ate sources under severe
sanctions if they do not pronptly conply. This exercise and
the legal semantics clearly is contrary to the intent that
Congress had in m nd when it devel oped SBREFA.

It is inplausible to say that this regulation wll
not have a huge, let alone significant, econom c inpact on
smal | businesses in West Virginia. Under the SIP call, Wst
Virginia is subject to greater burdens than any of the other
21 states identified. Overall, Wst Virginia faces NOx
reductions of 44 percent, and in sone cases certain
categories of sources would be required to reduce in excess
of 85 percent.

Thi s heavy burden inposed on West Virginiais
exactly the type of agency activity for which SBREFA is
necessary. To avoid potentially severe sanctions under the
Clean Air Act, West Virginia will soon have to begin
devel oping a revised SIP without any EPA direction to
eval uate inpacts on small entities or EPA gui dance on

acceptable ways to identify or reduce inpact on snal



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

78
entities. Wthout such EPA direction, the states will be

loath to pursue mtigation that EPA m ght |ater disapprove.
Mor eover, because SBREFA was not foll owed at the proposal
stage, it wll never be applied to the reductions proposed
by EPA.

SBREFA outreach to small entities, the SBREFA
Advocacy Review Panel, as well as the panel's report are
required prior to a proposal. The states are not required
to foll ow SBREFA. Thus, small businesses in Wst Virginia
coul d have to incur considerable costs to conmply with West
Virginia's revised SIP without any of the protections that
Congress required federal agencies to provide under SBREFA.

This is why we have sought imedi ate judi ci al
review of EPA' s certification that SBREFA does not apply to
the proposed SIP call. Small businesses in West Virginia
and ot her states nust have a meani ngful opportunity to
address EPA's views of the SIP call's inpact on their
particular position in the econony. By not conplying with
SBREFA, EPA has failed to fulfill its congressionally
mandated comm tnent to mnimze the SIP call's inpact on
smal | busi nesses to the maxi mnum extent practical.

We therefore urge EPA to suspend and defer further
action on the SIP call pending conpletion by EPA of al

steps necessary to satisfy the requirenents of SBREFA. At
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that point a supplenentary proposal could cure the current

defects without EPA and the states |losing additional tine
and resources that would be sacrificed if EPA sticks to its
current position.

Thank you.

MR, WLSON. Thank you

MR SEITZ: Two quick clarifications, and | just
ask that they be submtted with your comments. John, you
made a conment about 176 and 184. Could you please in your
coments address the obligation a state has on 110 as far as
interfering with another state's attainnment ability? |
under stand your 176 and 184, but since you are citing those,
woul d you al so take a | ook at 110 and what your obligation
is there as you submt your comments, please?

MR. JOHNSTON: Certainly.

MR SEITZ: M. Mrphy, did | hear you correctly,
that you said that the analysis either you or the
Commonweal t h of Pennsyl vani a has done shows that a 55
percent reduction produces attai nment in Philadel phia?

MR. MJURPHY: No. | said in southwestern
Pennsyl vani a.

MR. SEITZ: You're saying that the only obligation
is to sout hwestern Pennsyl vania. Wen you | ook at 55

percent reduction, would you address your comrents on
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transport into Philadel phia within the Comonweal t h of

Pennsyl vani a?

MR. MJURPHY: Certainly.

MR. WLSON: Thank you all for comng. W
appreci ate your taking the tine to cone today.

The next panel is M. David Cesareo, M. Allen
Bedwel I, and M. Stanley LaBruna.

MR. CESAREC. Good norning. M nane is David
Cesareo, and | am here for PECO Energy Conpany. | amthe
director of environnental affairs.

Before getting to the details of why we support
EPA t aking action under section 110 of the Clean Air Act to
address the ozone transport issue, | would |like to provide a
few words regardi ng our conpany.

PECO Energy is an operating utility providing
el ectric and natural gas service to the public in
sout heastern Pennsylvania. W provide electric service to
about 1,900 square mles and a population of 3.6 mllion
peopl e.

Qur electric service distribution area includes
Bucks, Chester, Mntgonery, Del aware, and Phil adel phi a
counties. These counties are classified as being severe
nonat t ai nnent under the 1-hour ozone standard and w ||

likely have a simlar classification under the revised
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8- hour standard approved | ast sunmer.

During 1996 generation operated by our conpany
produced approximately 32 billion kilowatt hours of electric
power. Over 70 percent of this generation was produced by
nucl ear and hydroel ectric sources which do not produce any
ni trogen oxi de em ssions.

| am here today to offer PECO Energy's support of
EPA action under section 110 of the Clean Air Act, which
addresses the issue of ozone transport.

Through the OTAG process and other scientific
policy investigations, it is clear that a significant
reduction in transported ozone and its precursors i s needed
to support attai nnent and mai ntenance of the federal ozone
standard in many regions of the country, both inside the
Nor t heast ozone transport region and in the states to the
west and the south.

For EPA's section 110 regulations to provide
necessary | evels of environnmental benefit in the nost
cost-effective and conpetitively neutral manner, we suggest
the foll om ng points:

At a mninmum the 22 states proposed for coverage
must participate in the programto ensure a significant
reducti on of ozone and precursor transport into the eastern

Uni ted St ates.
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During the May to Septenber ozone season a cap on

total nitrogen oxide em ssions fromsource categories in the
regi on proposed for the coverage is necessary to achieve the
desired environnental benefit.

To support the nost effective cost-effective
reductions, trading should be allowed w thout geographic
restriction between and within the states proposed for
cover age.

To create equitable treatnment for covered
generation sources, a single methodology with a single
em ssions limtation such as has been proposed by the EPA
shoul d be used to calcul ate state NOx budgets. Recent year
operations such as have been sel ected by EPA should be used
as a baseline to calculate state em ssion budgets for the
el ectric generation conponent of the program

We believe it will be nost appropriate to set
state budgets based on an average of the two hi ghest ozone
season state heat input totals between the years 1995 and
1997 to reduce any potential inequities that m ght exist
from unusual operating circunstances at the state or
generation conpany |levels in any given year.

A single gromh factor for the area proposed for
the coverage is preferable to the state-by-state factors in

cal cul ating growm h between the baseline period and the year
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2007.

We agree with EPA that the issue of growth should
be addressed in the regulation. W believe, however, that
the marketplace is a better place to determ ne where the
growh will take place rather than the regul ati on, which
needs only to estimate a | evel of growth expected in the
22-state region.

| npl enent ati on of section 110 em ssion reduction
requirenents for the electric generation sector should be
coordinated with the final phase of the Northeast Ozone
Transport Conmm ssion's NOx nmenorandum of under st andi ng
scheduled to begin May 1 in the year 20083.

Again | thank you for the opportunity to present
an overview of sonme of the comments we expect to further
discuss in our witten conments. W support EPA taking
action under section 110 to address the ozone transport
problem and we firmy believe that attainnent of the
federal ozone standard is not possible wi thout a reduction
in transported ozone and its precursors.

Thank you.

MR, WLSON:. Thank you

M. Bedwel | .

MR. BEDWELL: Good norning. M nane is Allan

Bedwel . |'m deputy conmm ssioner of the Massachusetts
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Department of Environnmental Protection. It's good to see

you.

We are all here today because we are all victins.
Not just victinms of air pollution, but victins of a bizarre
and well entrenched | egal schene that has historically held
polluters harml ess as |long as the ecol ogi cal and public
heal t h damage that they cause occurs outside the perineter
of the state in which they operate.

EPA's proposed SIP calls represent an initial step
forward to begin closing this | oophole, a grandfathering
| oophol e that has for nore than two decades all owed upw nd
air pollution sources to operate grossly, unfairly, and
irresponsi bly, not to nmention unnei ghborly.

The question before us today is this. WII the
Cinton/ Gore Adm nistration nmake this step small and
tentative, or will they have the political courage to act on
their purported convictions and step across the bridge they
are seeking to build into a fairer and nore effective future
of environnental regul ation?

There is cause for concern. Large, well-heel ed
interests, particularly electric utilities who are already
nervous about losing their protected nonopoly status, are
doubling their risk that people are now tal king seriously

about leveling the playing field. As the day draws near
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when fair conpetition rules the Iand and all power

generators are held to the same environnental and econom c
standards, sone political leaders will seek to curry favor
by delaying the inevitable. Sone already have. And you
know who you are.

But if you believe fairness is a basic tenet of
America's social and political fabric, then |legal tools such
as section 110 SIP calls will help ensure that correct and
responsi bl e behavior will soon prevail despite short-term
political obstacles.

The reason the majority of the 34 mllion
Americans who live in the Northeast support the new, nore
protective ozone and particul ate standards, the proposed 110
SIP calls, and the pending section 126 petitions is not
because of any great eagerness to pay the econom c cost of
maki ng deeper air pollution reductions. But we are prepared
to do just that. Quite the contrary. W want to once and
for all be done with the struggle to neet m nimm
heal t h-based air quality, and we know that we cannot achi eve
t hat hoped for future without first cleaning up the border
condi ti ons.

We know from experience how difficult it will be
to convince others of the inevitability of the fairness we

seek through the proposed 110 SIP calls. W know because we
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have tried a nunber of argunents. Political argunents, for

one. For exanple, that the Northeast has al ready paid nore
than its fair share in making deep reductions in NOX
em ssi ons.

I n Massachusetts alone, from 1990 to 1996 we have
reduced NOx em ssions from 41,000 tons to 16,000 tons, and
by the year 2003 we will have reduced NOx em ssions down to
12,000 tons, a 78 percent reduction. Yet, because of
transport from grandfathered generators, we still wll not
be in attainment with current health-based standards, |et
al one future heal th-based standards.

We have also tried |l egal argunents. For exanpl e,
if states do not adhere to the 110 SIP call process and
either the states or EPA del ays em ssion reductions, then we
W Il seek controls on specific utility sources through our
126 petitions. Sinply put, our 126 petitions are the
fail -safe that gets the Northeast the clean air it deserves
by taking away any discretion fromm dwestern states and how
t hey control sources.

Finally, we have also tried econom c argunents.
For exanple, the I ow cost electricity producers outside the
Nor t heast enjoy such a huge price differential now that any
cost increases they may face could easily be absorbed and

hi gh cost Northeast utilities could still be handily
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undersold. |'ve even heard that at |east one inportant

M dwest utility conpany has hinted they would be willing to
absorb one or two mlls of increased cost per kilowatt hour
now just to get this issue behind themand be first in |ine
for future sales

Clearly, we in the Northeast have nade a nunber of
conpelling and intellectually honest argunents in favor of
EPA doing the right thing, and EPA' s proposed 110 action is
a step in the right direction.

However, intention is one thing, and
foll owthrough is another. Nowis the tine for the
Cinton/Gore Adm nistration to follow through on its prom se
to protect the health of 34 mllion Arericans in the
Northeast. Stick to your guns.

If we are to prevail in achieving either the
exi sting or proposed air quality standards, we nust make
deep reductions in NOx em ssions across nost of the eastern
u. S.

If the Adm nistration takes action by calling for
real and tinely reductions with no backsliding on budgets,
the SIP calls will denonstrate that inproved health
protection can be achieved through cost-effective, common
sense control strategies. Tinely and real reductions wll

denonstrate the Adm nistration's sincere resolve to take
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cost-effective actions to protect public health.

The dinton/ Gore Adm nistration has promsed to
protect the health of citizens in the Northeast. They
prom sed, and now it's up to EPA, and it's in EPA' s power to
make that commtnent a reality. Al eyes are now on the
Adm nistration to see if real political courage backs up
that comm t nent.

Thank you for your tine.

MR, WLSON. Thank you

MR. SEVENSEN: Sitting in here for Stanley LaBruna
t oday, who couldn't nake it down, my nanme is Eric Sevensen
| "' m manager for environnental policy at Public Service
Electric & Gas Conpany (PSG&E). 1'd like to thank EPA for
the opportunity to coment on this inportant rul emaking. |
have a full witten statenent that | have provided to you in
packets, but they are also out in the front reception area.

Since 1990, PSGEE has spent over $1 billion in
investing in clean, state-of-the-art gas turbine conbined
cycl e repowerings and other em ssion control technol ogies.
As a result, we have reduced our NOx em ssions by over 70
percent, and we have gone fromrepresenting 27 percent of
the New Jersey statew de NOx inventory to representing just
over 5 percent in 1997. Quite an acconplishment. Moreover,

1995 data showed that the average NOx emi ssion rate for each
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megawatt hour of electricity that we produce is the fifth

| onest anong the 50 |argest electric utilities in the
eastern United States.

But | ocal reductions are not going to be enough to
deliver clean air to New Jersey and the other northeastern
states. This has led us to | ook upwi nd of our state
borders. PSGE has denonstrated that cost-effectiveness of
NOx control technol ogi es provided public support to EPA for
t he new NAAQS ozone and particulate matter standards and has
been in the forefront of identifying the need for control of
power plant em ssions concurrent to industry restructuring.

Thus it should be no surprise that |I'm here today
to tell you that PS&E fully supports EPA s concl usion that
reduci ng NOx em ssions fromthe electric generators is the
nost cost-effective solution to the regional ozone transport
probl em

Further, PS&E believes that the cost of
i npl enenting power plant NOx controls will be easily offset
by the cost savings to be realized fromthe electric
i ndustry restructuring. W explain this viewnore fully in
a report we released last fall, which we put in a packet
that you have before you. There are copies of the report
out on the front desk.

My mai n purpose today, however, is to focus on the
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si x key principles that PSGE believes need to be in the

forefront of the dial ogue about the proposed NOx transport
r ul emaki ng.

1. Regional NOx emi ssions nust be limted to
490, 000 tons during the ozone season. OTAG anal yses
denonstrate that NOx em ssions nust be limted to
approxi mately 490,000 tons during the ozone season; to
resol ve this problem by reduci ng power plant NOx em ssions
to an equivalent of 0.15 pounds per mllion Btu on a heat
i nput basis.

No doubt today you are going to hear from sone who
woul d argue for a | esser standard. Follow ng their advice
woul d be a terrible mstake. For exanple, controlling
instead to a level of 0.25 pounds per mllion Btu woul d have
the em ssion inpact of adding 326,000 tons of NOx into the
air, an equivalent of over 50 mllion new NLEV cars, which
you have in your packet.

Rat her than detail the matter, however, | brought
with me a copy of the report by NRDC and PSGE that fully
details why we need to reduce NOx em ssions to approxi mately
490, 000 tons during the ozone season. | would ask that this
report be included in the record of these proceedings.

2. The nost cost-effective way to achi eve the NOx

reductions is to inpose a uniformcontrol standard on power
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plants along with their em ssions tradi ng program

The proposed | evel of NOx controls on electric
generators, inplenmented in conjunction with an em ssions
trading program represents the single best neasure
avai l able to EPA to address the regional nature of the ozone
probl em especially in light of the revised 8-hour ozone
st andar d.

EPA shoul d keep two points in mnd when
i npl ementing these controls.

First, the required power plant controls nust be
i mposed uniformy. In a deregulated utility industry,
nonuni f orm power plant controls will lead to increases in
operation at older and dirtier coal burning units in the
M dwest and Sout heast, resulting in a significant NOx
em ssion increase. | believe that is being denonstrated
al ready through the report that NESCAUM just recently
rel eased.

Second, as denonstrated by the acid rain trading
program inplenmenting a trading program concurrent with
power plant controls will significantly inprove the
cost-effectiveness by reducing the cost of conpliance. A
trading programw ||l also provide conpanies with the
flexibility that a few may need to achieve tinely

conpl i ance.
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3. An em ssions cap is needed to ensure that the

envi ronnent al benefits of the proposed rul enaking are
preserved over tine.

The i nportance of a seasonal NOx cap cannot be
overstated. It seasonal NOx are not capped, the benefits of
today's efforts to address ozone transport will be |ost over
a relatively short period of tinme as electricity demand
gr ows.

4. The em ssions cap shoul d use an out put - based
performance standard initially set at 1.5 pounds per
megawat t hour.

EPA nust design the right kind of cap, one that
sends the right nmarketplace signals to encourage energy
efficiency and technol ogy advancenents. PSG&E s experience
with caps, based on historical operation of plants, tends to
reward utilization of dirtier sources. |Instead, EPA should
i npl ement a cap based on output standard. That is, EPA
shoul d all ocate em ssions based on a utility's output in
terms of nmegawatt hours of energy as it is produced rather
than its input based on a historical amount of Btu of fuel
consuned.

MR WLSON:. Your time is up

MR. SEVENSEN: | will finish up real fast.

5. The proposed NOx em ssions controls should be
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fully inplenmented by Septenber 30, 2002.

6. The SIP call is a significant start for
reduci ng NOx em ssions fromthe electric utility sector, but
ultimately an environnmental title to federal restructuring
legislation is needed if we are going to solve problens |ike
climate change, regional haze, and nercury associated with
t he sane pl ants.

Thank you very nuch.

MR, WLSON. Thank you

MR. SEI TZ: Just one question, M. Bedwell. |
think you said earlier in your testinmony -- | forget the
total tonnage -- you have certain reductions in place with
the final step-down to 2003. Wat does that 2003 step-down
relate to in either a percent reduction or pounds per
mllion Btu?

You heard earlier coments, | assune, about the
ability to conply with that if you have state rules in
effect that get you there. D d you take a look at this
i ssue or see an issue with conpliance as a problemfor the
utilities in Massachusetts?

MR, BEDWELL: First of all, we are expecting that
about the 12,000 ton cap that we wll have in 2003 w Il get
us close but not to the 1.5 pounds per negawatt hour or .15

target inthe SIP call. W are fully planning to get there,
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t hough, and we are very hopeful that the SIP calls remain as

a standard. In terns of that standard, we are pledged to
getting the .15. So it would actually reduce | ower than
12,000. That's our agreenent under the NOx MU for the OTC

MR. SEITZ: Does that nmean you have rules in place
al ready in Massachusetts, or are you in a rul emaki ng
schedul e for that now?

MR, BEDWELL: W have actual ly already concl uded
the rules. W are the first state to have done that.

MR, SEITZ: In connection with that, if you have
got any information concerning the ability to conply or sone
of the issues raised earlier, |I'd appreciate you submtting
that for the record.

MR. BEDWELL: Yes. Qur utilities are fully
pl edged to neeting that goal. |If | just m ght add quickly.
For those that think that a NOx cap and trade systemis
i npossible to do in a short anmount of tine for the eastern
US., we were able to cone up with a full agreenment with our
utilities in six weeks to establish a cap and trade program

MR. WLSON: Maybe we can get your help in working
out our cap and trade programand see if we can do that in
si X weeks.

MR. BEDWELL: We'd be happy to hel p.

MR. WLSON: Thank you all for com ng.
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That concl udes the series of witnesses we had

scheduled for this norning. W are a little ahead of

schedul e. Because we gave people rough tinmes, rather than

nove ahead with another panel, we will just break earlier.
[ Wher eupon, at 11:15 a.m, the hearing was

recessed, to reconvene at 1:00 p.m, this sane day.]
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AFTERNOON SESSI ON

[1: 05 p. m]

MR. WLSON: Wl cone back

The first panel is M. Bob Hodanbosi, M. Ken
Col burn, and Ms. Sarah \Wade.

MR. HODANBCSI : Thank you for the opportunity to
present coments on behalf of the Chio EPA. M nane is
Robert Hodanbosi, and I'mchief of the Division of Air
Pollution Control. In ny brief time today | would like to
address Chio's concerns wwth U S. EPA' s proposal. Qur
concerns can be summarized in five points.

1. The anobunt of time that U S. EPA has provided
for states to submt subregional nodeling in response to
this proposal is unreasonable.

2. U S. EPA does not have the |legal authority to
make this broad sweeping proposal w thout having nade an
exact determ nation of the inpact of the sources on air
qual ity.

3. U S. EPA does not have the |legal authority to
tie this proposal to the 8-hour air quality standard.

4. U S. EPA does not have the legal authority to
tie this proposal to any action under 126 of the Cean Ar
Act .

5. U S. EPA does not have the legal authority to
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extend the SIP call to attai nment areas hundreds of niles

away fromthe nation's remaining nonattai nment areas.

First, sone background information

As a result of the 1990 Clean Air Act Amendnents,
Ohi 0 had seven netropolitan areas designated nonattai nnment
for ozone. As a result of our extensive air pollution
control progranms in Ohio, six of those seven areas have been
redesignated to attainnment. The remaining nonattai nnment
area, Cincinnati, had one nonitor in the nost western part
of the state with a fourth high reading of 0.125 parts per
mllion for one hour last sumer. But for this exceedance
in the southwest corner of Chio, the entire state has
achieved the standard, with all the remaining 33 ozone
monitors to the north and east of cincinnati neeting the
1- hour ozone standard.

U.S. EPA's proposal is an outgrowh of the work
and recomendati ons of the Ozone Transport Assessnent G oup
(OTAG. During that nultistate cooperative process we were
gi ven assurances from U. S. EPA that states woul d be provided
with adequate tinme to conduct subregional nodeling in order
to provide U S. EPAwith an alternative denonstration of the
reductions that are needed to neet the air quality
standards. Instead, U S. EPA has provided only 120 days for

states to present comments and subregi onal nodeling.
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Ohi 0 EPA had requested an additional 120 days to

submt additional nodeling, and as part of our testinony
today Chio repeats its requests for nore tinme. This is
consistent with OTAG recommendati ons that subregi ona
nodel i ng be perforned.

The OTAG wor k produced nunerous nodeling results
that illustrated the effect of reductions in the OTAG
region. This was done to illustrate what the air quality
benefit would be of |large scale reductions. The OTAG work
was not intended to be an attainment denonstration.

In contrast, U S. EPA SIP call nust be nore
regulatory in nature. U S. EPA needs to quantify the
benefits the proposal will have on air quality in the
remai ni ng nonattai nment areas, but they have failed to do
so. |If US. EPA conpletes such an analysis due to the
critical nature of these results, we request that U S. EPA
allow for a formal coment period on the nodeling.

U S. EPA has stated that these reductions wll
al so assist in the achievenent of the 8-hour standard. This
may be an accurate statenment. However, the 8-hour standard
cannot and should not be used as a reason for this action.
U.S. EPA has promul gated a separate regulatory action and a
schedul e for attainnent of the 8-hour standard that should

be foll owed.
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Simlarly, US. EPA has attenpted to intertw ne

the 126 petitions filed by sonme Northeast states to the SIP
call. Again, if US. EPA has any authority to act on these
petitions, and we strongly contest the ability of U S. EPA
to grant these petitions, it should be handl ed separately.

| have outlined our concerns about U S. EPA's
proposal. Let nme sumrarize what positive action we plan to
take in response to this action.

Ohi o EPA has entered into a nenorandum of
understanding with the states of Kentucky and West Virginia
to conpl ete subregional nodeling. The purpose of the
nodeling is to determ ne what reductions of nitrogen oxide
are needed to assure attainnent of the ozone standard in the
cincinnati and Pittsburgh areas. This nodeling will fulfill
our comm tnent consistent with the final OTAG
recommendations that there be reductions on a subregional
basis to assure attainment of the standards throughout the
subr egi onal area.

The time frame allowed by U S. EPA to submt
coments in this process is quite abbreviated, and we w ||
do our best to submt nodeling associated with the
alternative analysis. However, due to the short comment
period, we will not be able to submt the detailed analysis

that we would desire. Later this year we will submt
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additional nodeling to U S. EPA for consideration.

Chi o has one of the nation's |eading coal
devel opnent prograns. This is a cooperative effort between
the State of Chio and many of Chio utilities to devel op
cost-effective techniques to reduce em ssions from Chio
utilities.

As sonme of these new technol ogies are further
devel oped, Chio utilities may be in a better position to
further reduce nitrogen oxide em ssions in a cost-effective
manner. However, U S. EPA s proposal would force all of
Ohio's coal burning units to expensive selective catalytic
reduction and not permt the use of much nore cost-effective
technol ogi es currently under devel opnent.

MR, WLSON. Bob, your tinme is up. |If you can
wrap up.

MR. HODANBCSI: Finally, any final rule
pronmul gated by U.S. EPA should not require a greater
per cent age of nitrogen oxide reductions from Chi o sources
froma 1990 baseline than any other state affected by the
SIP call. Any strategy that targets an individual state or
smal | group of states for |arge-scale reductions cannot be
technically justified.

Thank you for the opportunity to present these

comrent s.
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MR. WLSON. Thank you.

M . Col burn.

MR. COLBURN. Thank you, M. WIlson. |'mKen
Col burn. I'mdirector of the Air Resources D vision of the
New Hanpshire Departnent of Environnmental Services. |'m

here today appearing in general support of EPA s proposed
SIP call.

Fed up with transported pollution into New
Hanpshire, the state notified EPA in July 1995 that it
pl anned to file a 126 action. EPA suggested that we wait
and | et the OTAG process roll out. W did so; participated
fully in OTAG and followi ng OTAG filed the 126 petition
that included all upw nd states, as indicated by avail able
nodel i ng, that contributed significantly to the State of New
Hanpshire.

Subsequent |y, New Hanpshire al so opted into NLEV
consistent with OTAG s recommendati on, and now we support
EPA' s proposed transport SIP call also as being consistent
with OTAG s recomendation. Let ne detail four reasons why.

The first is its cost-effectiveness. It focuses
on utility controls, and utility controls are the nost
readily available, |east costly to achieve on a dollar per
ton basis. | have sone famliarity with that because |

chaired an effort during OTAG to objectively assess the
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utility control costs, and based on actual experience and

conpr ehensi ve mar ket quotations, those nunbers cane in at
about half inflated utility estimtes.

New Hanpshire al so has sonme of the only real coa
retrofit experience. W retrofitted the Merrimack station,
Merrimack Unit 2, which was probably a worst case exanple
because it was a cyclone boiler on which we were installing
SCR, and still came in at only $400 a ton. Sone said we
started with a particularly dirty plant. |f you have the
starting point and double the control costs, you are stil
wel | under $1, 000.

O course utility overstatenent by a factor of two
is progress. In the sulfur situation it was by an order of
magni tude or nore. NESCAUM has detailed this in a
hi storical review of control cost estimates and their
actualities, and CCAP has anal yzed the ratepayer inpact,
whi ch, as you know, the dollars for NOx controls get lost in
the noise and are well|l under the benefits provided by
der egul ati on.

Further, it is increasingly likely that even the
| owest cost estimates wll be overstated. |'m nmade aware
that Union Electric in St. Louis, Mssouri, is now operating
tangential units at 0.22 pounds per mllion Btu, shooting

for 0.15, this through conmbustion nodifications only. W
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were told during OTAG by utilities that 0.15 would require

broad SCR and would elim nate any possibility of trading.
Now it appears that that point may be reachabl e w thout any
bolt-on end of pipe controls.

In addition, Thermal Energy International has just
announced a new technol ogy that they indicate is capabl e of
reduci ng 90 percent of NOx with a 3- to 7-year payback

What this appears to ne to be is an application of
typi cal American ingenuity to the NOx reduction problem and
once nore evidence of the fact that when you ask an engi neer
to do sonething, you get nothing but problens; when you tel
an engi neer to do sonething, you get nothing but solutions.

The cap and trade programthat EPA is devel oping
wi Il further reduce conpliance costs, and we woul d be
supportive of a clean air fund to neet utility conpliance
obligations. M hunch is that fund wouldn't build up too
significantly if the costs were set at about $2,000 or |ess.

The second reason is that the SIP call recognizes
the state of the science. W started OTAG with NOx and
VOCs. OTAG nodeling rapidly showed that the NOx was the
culprit. This shouldn't have been a surprise, given the
negati ve VOC coefficients in rethinking the ozone problem
now al nost ten years ol d.

It al so recogni zes the extent of transport, that
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transport that is made at the sunmt of Mount WAshi ngton

Ozone there is on the order of 15 PPB higher than right at
its base, and nost of those highs occurring near m dni ght.
It al so recogni zes and understands the nonlinearity of the
NOx reduction/ozone reduction curve.

You will hear utilities offering foolish
yardsticks for small reductions, 20 and 30 percent NOx, that
shoul d be neasured on the basis of billions of dollars per
PPB reduced. This inplies a linear relationship between
ozone reduction and NOx reduction. | have used the anal ogy
of pushing a car in the past. You need to get over the
inertia of the system get over the NOx saturation before
you reach pay dirt.

Finally, | would just add that transport is no
| onger rocket science. The techniques exist today to
determ ne the precise anount of ozone contribution by state
or even sub-state regions. | would cite for that the
cul pability anal yses devel oped in New Hanpshire or the
anal yses put forward by Doraset and Rowe, et al, out of New
Yor k.

As an aside, | would note that |engthy
resource-intensive ranps or ranp-like ideas are an idea
whose tinme has passed.

The other two reasons. The SIP call wll markedly
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reduce ozone in not only the Northeast, but in the Ohio

Ri ver Valley and the South, and it would be rational in
light of greater harnonization with the new standard for
acid rain, and so forth.

In conclusion, | would just suggest that it is a
remar kably cost-effective, reasonably consistent with
science and OTAG SIP call proposal. Rather than as sone
woul d suggest, that your response should be just say no, we
woul d use anot her nedi a axi om and do what New Hanpshire
recommends and has already inplenented: just do it.

MR, WLSON. Thank you

Ms. Wade.

M5. WADE: Thank you.

My nane is Sarah Wade. |'m an econom c anal yst
wi th the Environnmental Defense Fund, and | am presenting
comments on behal f of the Environnental Defense Fund today.

My organi zation has participated in several
efforts to address ground-1Ievel ozone over the past several
years. Most recently, we have worked on OTAG

We believe the OTAG has denonstrated that in order
to address the interstate transport issue |arge reductions
in NOx emi ssions are going to be needed in states rangi ng as
far west as Wsconsin and Mssouri and as far south as

Ceorgia and Al abana.
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It's our expectation that the demand for these

reductions is only going to increase in the future as

addi tional environnental problens such as acid rain, the new
NAAQS st andards, and eutrophication of sonme of the waterways
demand additional attention from policymakers.

We al so think the OTAG process reveal ed strong
support for the use of econom c incentives to ease the
financi al burden of making em ssion reductions while at the
sanme time fostering the devel opnment of new em ssion control
technol ogies. W believe this approach and the flexibility
inherent init wll becone even nore inportant as the OTAG
states restructure their electric utility industries.

G ven these pressures, EDF believe that the states
and EPA currently have an enornous obligation to devel op
sound and reasonabl e environnental policies to address
ground-| evel ozone and also to establish standards and
approaches for the devel opnent of future environnental
poli ci es.

It isin that Iight that we wish to echo the
comments that are going to be offered by David Wol ey on
behal f of the NOx control advocates |ater tonmorrow, and we
al so of fer additional comments.

Qur first area of coment regards the NOx em ssion

budgets. Wil e EDF appl auds this approach, we are concerned
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that EPA is not going to fully inplenment these budgets as

expressed in the current rul emaking. Therefore we urge EPA
to do the foll ow ng:

Set caps at levels that mnimze the inpact of
transported ozone and its precursors into downw nd areas.

Second, if the control neasures such as the NLEV
program becone avail abl e, we suggest that EPA naintain the
integrity of the cap by folding those sources into other
prograns such as the NOx cap and trade as opposed to
recal cul ati ng the budget.

We al so think that states need to be held
accountable for neeting the NOx em ssions cap. They should
be encouraged to build conpliance margins into their SIPs.
We al so think there should be a nore aggressi ve nechani sm
for enforcing agai nst exceedances of the cap, and there
shoul d be sone offset of reductions in future years when
t hat happens, or if that happens.

Al so, given that the budgets include roomfor
grow h and that the IPM nmethod nmay prove to significantly
overestimate growh, we think careful consideration shoul d
be given to the design of banking prograns. W are
concerned that early surpluses may in fact create perverse
air quality inpacts |later on.

Qur second area of comment regards timng. EPA
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has already allowed the states to delay inplenentation of

the NOx control strategies in order to accommbdate OTAG
That has been a lengthy process, and there are at | east
three years now before sonme of the SIP requirenents are due
to be inplemented. We think that is plenty of tinme. There
shoul d be no further excuses for delay in inplenenting them

In addition, we also believe that EPA should be
prepared to inplement a FIP or to enforce section 126 if
states fail to submt approvable SIPs in 1999.

Finally, our third area of comrent regards the
criteria for approving SIPs. EDF agrees with EPA that
states should be free to design their own prograns,
particularly progranms that neet the individual needs of
their sources. However, given the uncertainties surroundi ng
the gromh factors in the NOx budgets, we think EPA shoul d
adopt a very high level of scrutiny in review ng these SIPs.

Specifically, we think that |ower than predicted
grow h should not count as a control strategy. W agree
with EPA in that assessnment. Prior to 2007, when the
transport analysis is conpleted by EPA, we believe that if
grow h factors used to determ ne the budgets are determ ned
to be significantly overestimating growh, then the budgets
shoul d be changed to reflect the application of the original

em ssion assunptions to the new grow h factors.
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Simlarly, when evaluating the enforceable

measures adopted by the states, we think EPA shoul d request
that states include a nmethod for reconciling predicted
activity levels and actual activity levels. |If the delta
bet ween these levels is significant, there should be sone
met hod for hol ding the environnment harniess.

We al so believe that states should not be all owed
to let sources affected by enforceabl e neasures use
em ssions trading unless the state can denonstrate that the
em ssions budget for the entire sector of the source in
guestion will stay within its cap. This is especially true
if states fail to adopt a cap and trade program

We believe that the level of scrutiny is even nore
inportant in the context of interstate trading. EPA has
clearly endorsed the idea of a budget, and it's inperative
that states indicate how they are going to maintain the
integrity of those budgets.

Tradi ng prograns such the type envisioned in the
open market tradi ng guidance often fail to nmaintain caps,
and therefore, even though EPA has suggested it could be an
option for inplenmenting trading, we don't agree.

Finally, we applaud EPA's effort to encourage
energy efficiency, but we caution against giving that any

| ess rigorous review than any other control technol ogy.
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Under a firmem ssions cap, if energy efficiency does

provi de em ssion benefits, it should be denonstrated in the
cap, and if it's not, then froman air quality perspective
it doesn't help us.

Thank you for the opportunity to give these
comment s.

MR, WLSON. Thank you

M . Hodanbosi, | have a coupl e questions for you.
You nentioned near the end of your statenent about OChio not
having a nore rigorous reduction requirenent than other
states. Could you explain that a little bit? D d | hear
that right?

MR. HODANBCOSI: Yes. (Going back to the acid rain
debate, at one tinme there was a proposal for, | think it
was, the 4-state option where Ohio, West Virginia, Kentucky,
and | ndi ana woul d take all of the reductions of sulfur
di oxide. W certainly wouldn't want that kind of proposal
where there are just individual states singled out for NOx
reductions as it was at one tinme proposed for SQO2.

MR. WLSON: Do you support a uniformrequirenent
such as we proposed?

MR, HODANBOSI: No. |I'mjust saying that | would
not want individual states singled out for attaining the

bul k of these reductions.
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MR WLSON: |I'mjust trying to understand what is

okay in that regard, in terns of differentiating between
st at es.

MR, HODANBOSI: | think what we are suggesting is
that you take a | ook at the subregional nodeling that is
going to be done, and it is going to show that there will be
sone reductions that are necessary, but we would not want a
package put together that just |ooks at a few states and
says "these two or three states | ook good" as ways to attain
NOx reductions and there are substantial NOx reductions only
out of those states.

MR. WLSON: What if the subregional nodeling
suggests that OChio needs nore reductions than many ot her
states?

MR. HODANBCOSI: |If there is a technical basis for
it, that would be different. What | am suggesting is in the
acid rain requirenents, that when a plan of that was being
floated out there, there wasn't a technical foundation for
t hat .

MR. WLSON: You also inplied that we were doi ng
126 as part of the 110 process. Can you explain that?

MR. HODANBOSI: Even in your opening conments you
mentioned the 126 process that is going on and how sonme of

that is being coordinated with this action.
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MR WLSON:. Only timng-wise. They are separate

processes. That's what our plan was. | didn't know if you
had sonething other particularly in m nd.

MR. HODANBCSI: No. | don't have anything nore
than that, but it is inportant that they stay and that they
are separate individual regulatory functions going on.

MR. WLSON: John.

MR SEITZ: I'ma little confused. Back to the
first issue on the states, to the extent OTAG concl uded a
coarse grid/fine grid, you are not suggesting that al
states are in; you are just saying the analysis for the fine
grid states, that within that fine grid there should be sone
kind of equity between those states, or at |east equitable
techni cal anal ysi s.

MR. HODANBOSI: There needs to be a techni cal
foundation for the reductions. |If you go down that path, |
think you are going to find that there will be sonme sort of,
| don't want to say exact uniformty, but it won't be that
there will be just individual states singled out for
reductions while other states have none.

MR SEITZ: But to the extent the OTAG even
singled out the fine grid?

MR, HODANBOSI: OCh yes.

MR, SEITZ: Ckay. That's what | was trying to
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under st and.

MR. WLSON: Howard.

MR. HOFFMAN. M. Hodanbosi, you nentioned that
Ohio and two other states are doing subregional nodeling.

MR. HODANBCSI @ Yes.

MR. HOFFMAN: Is that intended to | ook at the
i npact of those three states all together on just G ncinnati
and Pittsburgh?

MR. HODANBCSI: That is the primary focus of the
analysis. It would | ook at an area |arger than those three
states. As an exanple, we have to include Indiana. But the
nmodel ing is being done under a nenorandum of under st andi ng
with these three states to conduct the subregi onal nodeling
and determ ne what kind of reductions are needed for
attainment of the air quality standards in C ncinnati and in
Pi ttsburgh

MR. WLSON: Wen do you plan to have that
nodel i ng conpl et ed?

MR. HODANBCOSI: We are hoping to get that nodeling
conplete and into you by March 8th or 9th. As you know,
with all this nodeling, you can spend a lot of tinme trying
torefine it and all, and we aren't going to have the
ability to get that kind of work done because of the tine.

W would like to do nore work on it, but we intend to give
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you a submttal by the deadline.

MR. WLSON: Thank you all very much for com ng
t oday.

The next group is M. Robert Beck, M. John
Ki nsman, and Ms. Andrea Field.

MR. BECK: Good afternoon. M nane is Bob Beck.
"' mvice president of environnental affairs at the Edison
Electric Institute, and today | amrepresenting the C ean
Air Regulatory Information G oup, which is a separately
funded group within EElI and is part of EElI. | amgoing to
be tal king about two different concerns to the industry.

The first one | would like to enphasize is how
EPA's SIP call proposal deviates fromthe recomendati ons of
Ozone Transport Assessnent G oup, or OTAG  Throughout the
SIP call EPA tries to suggest that the only thing that they
are doing is to do what OTAG has told themto do.

First, we believe that OTAG recommended
subr egi onal nodeling and provided 12 nonths to conpl ete that
nodel i ng before EPA woul d take any action, and the SIP cal
ignores this.

Second, contrary to what OTAG recommended, the SIP
call proposal calls for nore NOx reductions than woul d have
been produced by the nost stringent of the options

recommended by OTAG It denmands that all covered utility
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sources neet a NOx em ssion rate of 0.15 pounds even if that

rate represents a reduction of nore than 85 percent at the
unit.

Third, one of the reasons that OTAG considered a
broad range of control levels is that OTAG recogni zed t hat
t he anount and inpact of transport vary in different areas
of the country, and thus the different areas should not be
treated in a one-size-fits-all fashion. Yet the EPA
proposal does exactly that.

Fourth, the budget nunbers that EPA proposed and
t he adj usted budget nunbers made avail abl e si nce Novenber
differ, and in sone cases very significantly, fromthe OTAG
budget nunbers. So it is our opinion that EPA cannot claim
that its proposal is based on the OTAG recommendati ons.

The second issue that | want to address is EPA' s
overly optimstic clains about the use of trading to achieve
specified reductions and at reduced costs. W certainly
support trading at EElI. W have on SO2, and we do on ot her
issues as well. But we have a difficulty here in that even
if you get to the levels that are tal ked about in terns of
0.15, the question is how many excess tons there woul d be
avai l abl e for selling, banking, trading, et cetera.

Qur prelimnary analyses indicate that there wll

not be a ot of excess tons that could be used in this
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program because we will be virtually at the limt of the

technol ogy, give or take a hundredth of a pound here or
t here.

But even assuming that EPA is right and there
turns out to be lots of excess tons in the program it
presents another problem and that is, how can a state
ensure that they will get the NOx reductions when and where
they need themin order to reach attainnent in | ocal areas?

| f you have a problemin North Carolina, | would
assunme that the North Carolina regulators would want the
attai nment probl em addressed through reductions at the |ocal
| evel at least, and it m ght not want that source to have
the opportunity to buy or trade or otherw se avoi d maki ng
the actual reductions itself and purchase those tons, say,
from Wsconsin or |Indiana or sonepl ace sone consi derabl e
di stance away.

VWhat we woul d suggest is that if you are really
interested in a freewheeling tradi ng system and robust
trading systemthat we do a bit nore evaluation on exactly
what kind of a trading systemwe need while at the sane tine
| ooki ng at the attai nment question on a |ocal and a regional
| evel .

Thank you.

MR, WLSON:. Thank you
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MR, KI NSMVAN: Good aft er noon. ' mJohn Ki nsman,

manager of atnospheric science at the Edison Electric
Institute, which is the association of the U S. investor
owned electric utilities and industry affiliates and
associ ates worl dw de.

EElI wi shes to focus today on two issues. First,
the lack of all necessary data provided by the EPA for the
noti ce of proposed rul emaking. Second, the feasibility of
installing the required nitrogen oxide controls in the
specified tinme period.

The docunents that EPA has nmade avail able thus far
in the docket and in the Federal Register notice contain
only a general overview of the agency's desire to reduce
average NOx em ssions fromthe electric utility industry
down to 0.15 pounds per mllion Btu. These docunents, which
i ncl ude substantial inaccuracies and present an inadequate
and i nconpl ete analysis, do not justify EPA s proposal.

EPA acknow edged that its proposal was not
conplete and said that to renedy this problemit would issue
a suppl enental notice of proposed rul emaki ng that woul d
include the guts of its program refined budget nunbers,
the needed air quality anal yses of the proposed budgets, a
proposed nodel cap and trade rule, the proposed rule

| anguage, et cetera.
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The suppl enental notice was originally to be

published in early 1998, which would have all owed at | east
sone time for public evaluation of and coment on a conplete
proposal before the current March 9th coment deadli ne.

Now, though, EPA representatives say the supplenental notice
will not be published until late March or early April.

Despite the fact that the supplenental notice wll
not be out until after the close of the current comment
deadl i ne, and even though there is no binding statutory or
judicial deadline that woul d preclude EPA from extendi ng the
current coment deadline, EPA has refused requests to extend
the March 9th comment deadl i ne.

Not only is EPA's refusal to grant the extension
of the comment deadline unfair, but it is not consistent
with the Adm nistrative Procedure Act. Mre information on
the | egal aspects of this EPA shortcomng wll be provided
in the witten coments on the suppl enental notice.

Today we ask EPA to extend the coment period on
the entire SIP call package by 120 days after publication of
t he suppl enental notice so that the public may have a
conpl ete proposal on which to coment.

A second issue | will address is the feasibility
of installing the required nitrogen oxide controls in the

specified tinme period.
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EPA' s proposal makes it clear that it will ask

affected states to revise their SIPs by Septenber 1999 in
order to incorporate the range of requirenents set out in
the SIP call proposal. EPA then proposes to give affected
sources three years at nost, until 2002, in which to achieve
t hose reducti ons.

EPA assunmes that the best reductions in utility
NOx em ssions are possible within the 1999 to 2002 tine
frame. EPA has acknow edged, in response to a Freedom of
Information Act request fromthe Utility Air Regul atory
G oup, that it has not conducted an analysis to evaluate
whet her all the SIP call mandated reductions for the
mul titude of affected plants could be acconplished wthin
three years without serious disruptions to the electricity
supply in the eastern U. S.

It has been estimated that over 1,000 utility NOx
control retrofits would be required over this 3-year period.
This conpares with under 300 utility NOx control retrofits
under the five years of Phase | of Title IV

NOx controls vary trenmendously fromboiler to
boil er, and each nust be designed individually.

Furthernmore, |ow NOx burner technol ogy during Phase | of
Title IV was a far nore mature technol ogy than sel ective

non-catal ytic reduction is now for | arger boilers.
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Once EPA s final budget nunbers are released in

t he suppl enental notice, the industry will undertake such an
anal ysi s.

Thank you for the chance to present this statenent
today. EEI will be filing additional witten coments that
go into these and other issues in greater detail.

MR, WLSON. Thank you

MS. FIELD: |I'm Andrea Field. |'mhere today on
behal f of UARG UARG is concerned that virtually none of
EPA' s SIP call proposal has been adequately expl ai ned or
backed up by sound technical analysis. Instead, EPA
advocates Clean Air Act interpretations that ignore al
those parts of the Act that would prevent EPA from doi ng
what it wants to do, and EPA prom ses yet-to-be-done
techni cal anal yses that EPA says will support its proposal
but which will not be available until after the close of the
of ficial public comment period.

It is alnbst as if EPA took the maxim"a little
I naccuracy sonetinmes saves tons of explanation” and deci ded
that if that is so, then a lot of inaccuracy will surely
save al nost all expl anation.

Let nme address five issues beyond those raised by
Bob and by John.

First, EPA's proposal ignores key statutory
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provisions that limt EPA s authority to use the SIP cal

process to address regional ozone transport issues.
Specifically, EPA's use of the SIP call process to address
interstate transport issues ignores sections 176A and 184 of
the Cean Air Act, which were added to the statute in 1990.

Section 176A says that if EPA has reason to
believe that em ssions fromone or nore states contribute
significantly to an anbi ent standard violation in one or
nore other states, then EPA nmay establish a transport region
and comm ssion for those states. Section 184 did this for
t he Nort heast.

The Act thus says that it is transport conm ssions
t hat nmust assess the degree of interstate transport, assess
strategies for mtigating transport pollution, and recomend
measures to EPA for addressing identified interstate
transport concerns.

The i nescapabl e concl usi on of readi ng together al
the rel evant statutory provisions is that Congress intended
the Act SIP call authority to be used to address interstate
transport only in the context of the authority granted under
sections 176A and 184. To say that EPA can use its SIP cal
authority, as it is trying to do here, wthout regard to the
interstate air pollution programin 176A and 184 would be to

read those new provisions out of the Act. EPA may not do
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t hi s.

Second, EPA' s proposal ignores plain statutory
| anguage in section 110 requiring a state-specific show ng
of SIP inadequacy. Section 110(a)(2)(D) of the Act
explicitly requires a showi ng that every targeted upw nd
state A individually contributes significantly to
nonatt ai nnent in doww nd state Z.

EPA has not done, and has said it wll not do,
such state-by-state showings. Instead, EPA w Il offer a
conbi ned i npact analysis, a |unping together of the conbined
inpacts of all the targeted states on each other. Such an
anal ysis does not tell what if any inpact upwi nd state Ais
having on downw nd state Z. It does not distinguish between
i npacts due to local in-state sources and inpacts due to
transport fromindividual upw nd states.

Third, EPA essentially demands that targeted
states inpose caps on NOx em ssions. This is contrary to
t he | aw

Even if EPA can establish that a SIP is
substantially inadequate to mtigate interstate pollution --
and EPA is far fromestablishing that -- it is up to each
affected state, not EPA, to determ ne how to renedy that
substantial inadequacy. EPA' s call to the state may be only

to revise -- this is statutory | anguage -- the plan as
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necessary to correct an identified substantial inadequacy.

Once EPA has called the inadequacy to the state's attention,
it is the state's job to determ ne what revisions are
necessary. As the D.C. Circuit held |l ess than one year ago,
this "as necessary" |anguage in the statute was added by
Congress to "keep EPA within bounds."

Fourth, EPA bases key parts of its analysis on
guestionabl e statistical techniques. EPA clains that its
SIP call mandated NOx reductions are needed to address
future 8-hour ozone nonattai nment areas.

Since there is not yet an accepted nethod for
i nking OTAG s nodeling of a few days to an estinmate of an
area's 8-hour ozone standard design value for a specific
3-year period in the future, EPA cane up with its own
nmet hodol ogi es for making that |ink.

EPA' s nmet hodol ogi es cannot survive any peer review
process because it uses a linking technique that | ooks only
at nedi ans and does not take into account confidence
intervals; it does not adjust for biases; and EPA applied
its nethodol ogies to years which were not part of the
i nking anal ysis. EPA nust reeval uate and seek comment on
any revised nethodol ogy before it can rely on that
met hodol ogy to justify its SIP call proposal.

Finally, the proposal overstates the nunber of
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areas where ozone air quality is of concern. EPA demands

regi on-wi de NOx reductions based on a claimthat there are
numer ous areas throughout the targeted region that are not
attaining the 1-hour and 8-hour ozone anbi ent standards.
That is not so.

That is certainly not so for the 1-hour standard.
As EPA itself denonstrated by lifting the 1-hour standard in
nost of the country, there are very few areas that now fail
to meet the 1-hour standard.

Nor can EPA base its region-wide SIP call on the
new 8- hour standard because there are no designated 8-hour
nonattai nnment areas, not locally, not regionally. EPA says
it wll not designate any such areas before the year 2000,
and under the Act, SIPs inplenenting the 8-hour standard are
not due until three years later, in the year 2003.

EPA has tried to explain its use of the 8-hour
standard by saying that even though the agency will not
desi gnate any 8-hour nonattai nment areas before the year
2000 and wll not ask states to revise in-state 8-hour
nonat t ai nnent areas before 2003, EPA neverthel ess has the
authority to require individual states to take action before
the year 2000 to address 8-hour nonattai nnent outside of
their own boundari es.

Let me give an exanple of this. North Carolina
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now has no areas designated nonattainnent for either the

1- hour standard or the 8-hour standard. But let's assune
that EPA | ater decides that Charlotte, North Carolina, has
air quality that is not attaining the 8-hour standard.

EPA appears to be saying that until Charlotte is
desi gnat ed nonattai nnent for the 8-hour standard EPA wi ||
not require North Carolina to take any steps to revise its
SIP to address 8-hour concerns with Charlotte. But under
the terns of the proposed SIP call, EPA would require other
states, like South Carolina, to revise their SIPs to address
8- hour concerns in Charlotte.

It is unthinkable that the Act would require South
Carolina to revise its SIP to address air quality concerns
in Charlotte, North Carolina, before the Act would require
North Carolina to address those concerns in Charlotte. In
fact, Congress did not do that, and no reasonabl e readi ng of
the Act could lead to such an absurd result. That is what
EPA' s reading of the Act would require, and that is just one
nore reason why EPA's SIP call is illegal

In closing, | would like to ask for an extension
of the comment period so that when we get the additional
data, which we assune wll be com ng soon -- the
inventories, we understand, will be nodel -ready this week,

so that actual nodeling using the EPA inventory can start
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now. We would like 120 days after all of the information is

avai | abl e for comment so we can coment on it all at one
tine.

Thank you.

MR, WLSON. Thank you

Ms. Field, one question. |Is it your view that we
should work only off of the 1-hour standard at this stage,
and after designating areas nonattai nnment for the 8-hour
standard, then cone back and redo the process if further
transport reductions are required?

M5. FIELD: Yes, that's right. W keep nentioning
poor North Carolina just because it's an exanple of one that
has absol utely no 1-hour nonattai nment problens, nor does it
contribute significantly to 1-hour problens. They, of
course, are going to be working on comng up with a plan to
deal with the 8-hour standard if there are areas that aren't
meeting it. |'massumng other states wll be |ooking at
what they are doing with the 8-hour in comng up with their
1- hour plans, but they are not required, and under the
program that EPA has conme up with, they will not be required
to come up with an 8-hour attainnent programuntil 2003.

MR. WLSON: Thank you all for comng. W
appreciate it.

The next group is M. Mke Menne, M. Stephen
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Fotis, and M. Robert Wnman.

MR. MENNE: Good afternoon. M nanme is M ke Menne

of Ameren Corporation. | represent the operating conpanies
of Union Electric and Central Illinois Power.

The standard SIP call is based, in large part, on
the results stemmng fromthe OTAG process. If EPAis to

have any scientific basis for reducing transported ozone, it
shoul d begin by adopting the recommendati on of OTAG  You
have heard and will hear a | ot today about how the proposed
SIP call does not follow nmany of those recommendati ons, and
| will not go into that further in ny coments.

In addition to the OTAG reconmendati ons, EPA
suggests the proposed SIP call is based on the wei ght of
evi dence regarding the transport of ozone precursor
em ssi ons.

The air quality nonitoring and BACT trajectory
anal yses cited in support of this weight of evidence
argunent did little nore than prove that the wind blows into
the northeast fromthe west during sumertine eastern U S.
hi gh pressure neteorol ogical regines. They also prove that
ground-l evel air contamnants are carried along wth these
W nds.

However, the conpl ex phot ochem cal

transformations, diffusion and di spersion of a wide variety
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of natural anthropogenic em ssions which | ead to ozone

formation are ignored in these analyses. Thus little if any
wei ght should be given to this evidence when it is being
used to justify controls on em ssion sources hundreds of
mles fromthe nmeasured ozone concentrations.

Anot her area where EPA i s requesting comments in
the SIP call is with regard to the cost-effectiveness of NOx
em ssion controls. In particular, the agency is using a
doll ars per ton cost renoval conparison

When dealing with ozone it is inappropriate to
| ook at dollars per ton of NOx renoved froma cost-effective
perspective. This is because renoving a ton of NOx does not
al ways result in ozone inprovenents. |In fact, the ozone
di sbenefit of certain NOx renoval is well docunented. It's
sinply not accurate to presune that controlling a ton of NOx
will be effective at all in reducing ozone.

The appropriate netric is to exam ne the cost per
part per billion of ozone reduced. This should be the only
met hod used to conpare control costs if you are really
interested in conparing ozone benefits.

When | ooking at the small fraction of PECO s own
concentrations reduced with the proposed SIP call program
the programby this netric is not at all cost-effective. |If

we are able to conplete our subregional nodeling analysis in
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the time allowed to comment on this rul emaki ng, nore

information will be submtted to clearly illustrate this
poi nt .

The ozone nodel ing performed during the OTAG
process did not justify the NOx tonnage budgets proposed in
the SIP call. As frequently stated during the OTAG
proceedi ngs, the OTAG nodeling is not SIP quality.

We have been attenpting to conduct regional ozone
nodel i ng and have found that the em ssions inventory, after
numer ous refinenments by EPA as recently as |ast week, still
contains many errors and probl ens.

EPA has indicated that nodeling used in respondi ng
to the SIP call nmust use this OTAG EPA em ssion inventory
and UAMV nodeling system W therefore nust al so urge EPA
to extend the formal conment period to allow the use of this
information in our analyses. The em ssions inventory
information is just now getting into a formthat can be
used, and the coment period closes in just a few weeks.
This nmakes it virtually inpossible to respond to the SIP
call with information that EPA i s saying we nust use to
respond in our coments.

We woul d suggest, if the point of the SIP call is
to take a significant nunber of tons out of the atnosphere

in the eastern U S., then there is a better way to achi eve
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this goal. Union Electric Conpany, as has been nentioned

here by Ken Col burn, has been anong the | eaders in the
nation denonstrating that significant NOx reductions from
coal -fire power plants can be achieved at a relatively | ow
cost conpared with chem cal or amoni a treatnment systens.

On this point, I would just |like to add that one
of the people on a panel this norning stated that he thought
a 55 percent reduction is roughly equivalent to Title IV NOx
controls. On the Union Electric system Title IV
regul ati ons woul d have required |l evel 3 and over air
conbustion controls on only three units on our system wth
aver agi ng.

Union Electric has spent $50 mllion in seven
years attenpting to get NOx em ssions as | ow as possible on
seven of our largest boilers. The performance that we are
getting on these boilers, in our analysis, is that we are
achieving NOx em ssion rates | ower than any coal -fired power
pl ant using this type of technology in the nation. Yet,
still we are not achieving a 55 percent em ssion reduction.
So | think the statement that 55 percent is relatively the
sanme as Title IVis certainly inaccurate on our system |
think you will get a lot nore NOx tons with a 55 percent
reducti on.

| would also say in response to Ken Col burn's
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coments that we are achieving close to 0.15 on sone of our

units, that NOx is very different from SO2 control and ot her
types of controls, and that it is very site specific. W
are getting sone great results on sone of our |arge systens,
but even on other units within our systens our engineers are
telling us we can get nowhere close to those sane kind of
results. That's why the one size fits all is really
i nappropriate and results in sone drastic costs which are
not seen on just |ooking at one or two individual units.

I n summary, Aneren Corporation believes that the
EPA regul atory programto address air pollution problens
shoul d be based on the Clean Air Act and sound science. W
believe that the proposed SIP call does neither. W have
taken steps to significantly reduce our em ssions and are
willing to continue to do so provided these criteria are
satisfied.

Thank you.

MR, WLSON. Thank you

M. Fotis.

MR FOTIS: M nanme is Stephen Fotis of Van Ness
Fel dman. Today | am here on behal f of Santee Cooper to
present its views on the proposed NOx SIP call rule.

For your reference, Santee Cooper is the fourth

| ar gest non-federal public power systemin the United
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States, and Santee Cooper is commtted to reduci ng NOx

em ssions fromsources that significantly contribute to
ozone nonattai nment problens either in our |ocal South
Carolina communities or in downwind states. It is with this
strong coommtnent to clean air that Santee Cooper presents
its views this afternoon.

First, Santee Cooper believes that the SIP cal
proposal fails to denonstrate that South Carolina's
em ssions significantly contribute to the downw nd
nonat t ai nnent problens. One reason for this problem
pertains to EPA' s nethodol ogy for determ ning significant
contri bution.

Specifically, EPA is proposing to nake a
significant contribution finding based on the cunul ative
i npacts of all upwi nd sources in a nultistate subregion.

Sant ee Cooper is concerned that EPA' s approach nakes no real
attenpt to docunent the relative contribution of each upw nd
state to the ozone transport problens.

Al so, EPA' s net hodol ogy appears to rely on a
nunber of questionabl e nodeling assunptions that nay tend to
overestimte the inportance of each particular state's
relative contribution. One exanple pertains to the assuned
synergistic effect that arises from conbining one state's

em ssion reductions with those of several neighboring
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st at es.

Sant ee Cooper believes that as a result of these
types of nethodol ogi cal problens EPA has failed to neet the
significant contribution requirenent established under the
Act. This failure has inportant inplications for OTAG
borderline states such as South Carolina.

To help clarify this matter, Santee Cooper does
plan to include in its witten comments air quality nodeling
anal yses that will show that South Carolina nmakes very
m nimal contribution to the ozone problens in downw nd
receptor areas. These analyses clearly denonstrate that
Sout h Carolina should not be subject to the SIP call in the
first instance, and, two, that EPA's proposal to calcul ate
South Carolina' s NOx tonnage budget based on the 0.15 NOx
rate for power plants is unjustifiable under these
ci rcunst ances.

The second point | would like to nmention is that
Sant ee Cooper believes that the SIP call is overly broad.
In particular, we question EPA' s |legal authority to issue a
SIP call for the new 8-hour standard, for a nunber of
reasons.

First, the new standard was in effect for only
about a nonth prior to EPA finding that states' ozone

i npl enentation plans are deficient for that standard.
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Two, that EPA will not designate any area as

nonattai nment for the new 8-hour standard until the year
2000.

Three, that states will not be required to devel op
any local air quality controls until 2003 for areas that are
ultimately designated nonattai nnent for that new standard.

EPA' s proposal thus has the practical effect of
vaul ting the 8-hour ozone transport control strategies ahead
of the inplenentation of the transport strategies for the
1- hour standard and the |ocal control strategies for the
8-hour standard. This is clearly not authorized under the
Act and is inconsistent with the presidential directive
i ssued | ast July.

I n concl usi on, Santee Cooper does appreciate the
opportunity to present our views at this public hearing and
| ooks forward to working with EPA and South Carolina in
establishing our state's relative contribution to the ozone
nonat t ai nnent problens in dowmw nd states. Though we have a
strong commtnent to clean air, it is essential that EPA s
ozone transport strategy be based on sound sci ence and
result in significant air quality inprovenents for neeting
t he 1-hour standard.

MR. WLSON: Thank you

M. Wnman.
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MR WYMAN: Good afternoon, M. WIson and nenbers

of the panel. M nane is Bob Wnman. |[|'m speaking today on
behal f of the newly fornmed alliance of electric utilities,

| abor and ot her organizations fromwthin the 22-state
regi on addressed by the proposed SIP call. W are the

Al liance for Constructive Air Policy.

The current alliance nenbership is drawn from
states in the Mdwest, Md-Atlantic, Geat Lakes, and
Sout heast regions. W are currently consulting wth key
policymakers in these states to develop a framework that
reflects the econom c and environnmental needs of different
subregi ons and that guarantees tinely NOx reductions.

As the nane suggests, the Alliance for
Constructive Air Policy supports the environnmental goal of
attaining applicable clean air standards, but believes
firmy that EPA nmust choose the nobst constructive,
cost-effective, and fl exible nmeans of achieving these goals.
This is consistent with the many public statenments by EPA
officials and others in the adm nistration that the agency
is always | ooking for cheaper, smarter, better ways to
achieve its environnental goals.

We do not believe that the proposed SIP call is
conpatible with this objective. Wile regional NOx controls

have a role to play in state strategies to attain the ozone
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standard, these controls should be designed to address the

di vergent air quality needs of the states in the region in a
manner that is cost-effective and recogni zes environnent al
and econom ¢ di fferences anong subregions in the eastern
United States. In principle, EPA acknow edges that
cost-effectiveness is an inportant criterion, but part of
any cost-effectiveness analysis nust be a consideration of
the relative effectiveness of reducing NOx em ssions in
different subregions in inproving air quality in areas of
concern.

The extensive nodeling conducted during and after
t he OTAG process denonstrates that the further one gets from
the area of concern, the less effective NOx em ssion
reductions are in inproving air quality. 1In other words,
fromthe perspective of inproving air quality in New
Engl and, one m ght have to reduce three or nore tons from
sources a couple of hundred mles away for every ton reduced
in New England to achieve the sanme air quality benefit. But
by presum ng that all sources within a 22-state region
shoul d reduce NOx em ssions to an equal degree, the proposal
conpletely ignores the fact that not all tons are equal in
inproving air quality.

We believe that OTAG was on the right track, that

further nodeling can show us where the greatest reductions
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shoul d occur and where additional reductions would yield
little if any air quality benefit and that a range of

em ssion limts should be considered in devel oping a
regional transport strategy. Taking the OTAG
recomendations into account, the alliance has devel oped a
proposal that is cheaper, smarter, better to address the
transport and overall nonattai nment problens.

ACAP proposes that EPA should revise its SIP cal
to include the foll ow two-stage approach:

1. For the subregions represented by ACAP s
menbers, EPA should require an initial guaranteed em ssion
reduction to a level that is the less stringent of a
conpany-w de 55 percent reduction from 1990 |evels or .35
pounds of NOx per mllion Btu of heat input. These initial
reductions would be achi eved by the sumer of 2004.

2. By the year 2000, the states and EPA shoul d
conpl ete additional refined nodeling to evaluate both the
need for additional reductions beyond the initial step and
the relative air quality benefits associated with such
reductions. Any such additional reductions would be
achi eved by the summer of the year 2007.

This two-step process assures pronpt progress
towards attainment but allows EPA and the states to tailor

the nost stringent reduction requirenments to those areas, if
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any, where further upwi nd reductions are determned to be

nore effective than |local reductions. The proposal thus
woul d significantly reduce the overall cost of the program
while still achieving any appropriate transport-rel ated
benefits of regional NOx controls.

We think this is consistent with the gui dance from
Congress on ozone nonattai nnent contained in the 1990 d ean
Air Amendnents, which explicitly recognize that the
stringency of state air quality prograns should reflect the
relative severity of ozone problens in different areas.

The potential value of a NOx control program based
on differential subregional targets is inplicitly recogni zed
in your SIP call proposal. |In our view, it is the nost
appropriate way to use scarce national resources. To ensure
that this option remains viable given the agency's
expeditious tinetable, we believe that EPA nust include it
inits upcom ng supplenmental notice regarding a node
trading rule. Including such an alternative approach in an

SNPR was expressly recogni zed in your proposal on page

60, 343.

If | could just comment briefly at the end here.
| am concerned if you don't do that -- you' ve announced t hat
you would -- that you would be precluded |ater on as a

practical matter. So it's really very inportant, | think



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

139
that you do that in your supplenental notice.

Two final quick cooments. W support the call for
an extended conmment period for the reasons others have given
you, and we hope given the many comrents today on the w sdom
of the two-tiered approach that we wll have an opportunity
to work with you and others towards devel opi ng t hat
alternative.

Thank you.

MR WLSON:. M. Wman, on that two-tiered
approach, how did you conme up wth 55 percent and how does
that fit the need for many areas to denonstrate attai nnent
with the 1-hour ozone standard by 1999?

MR. WYMAN: This is consistent, of course, with
what you heard this norning, | believe fromthe State of
Pennsyl vania, that it does represent a fair share. Because
it is the portion of the two-step approach which is uniform
it was that level which we felt would be appropriate across
the 22-state region as a start.

MR. WLSON: There is this issue of how that
relates to what is required by Title IV. | don't know if
you are prepared to address that now or for the record.

MR. WYMAN: | agree with M ke, who spoke earlier
on this panel. O course it depends on the individual

circunstances of each utility, but in our experience 55
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percent does provide a significant reduction for many of the

utilities that are certainly part of our alliance.

MR WLSON:. It would be useful to get nore
det ai | s.

MR, WYMAN.  We woul d be happy to provide
additional information on that.

MR. SEI TZ: The sane question | asked earlier of
M. Murphy, | believe. That percent reduction in
Pennsyl vania, | would |like to know what | evel of attainnment
you believe that is going to produce in the nonattai nnment
areas that have the 1999 date, if any.

MR. WYMAN:  Qur purpose on the 55 percent was to
provi de an appropriate floor that could be a uniform
reduction, but that it would take further refined nodeling
to determ ne what additional reductions would be needed for
either standard. We will be happy to give you that
i nformation.

MR SEITZ: | would appreciate that. Even in the
OTAG del i berations in the northern tier of this, | think
they were | ooking at |evels of ranges higher than that.
They | ooked at a whol e series of ranges, and that produced
different results.

MR. WYMAN:  You're tal king about the 1-hour

st andar d?
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MR SEITZ: Wth the 1-hour.

MR. WYMAN: | under st and.

MR. McLEAN:  Bob, just a clarification. The 55
percent and the .35, was that the | esser of those two?

MR, WYMAN. Yes, it's the less stringent of those.

MR. McLEAN:  What's the baseline fromwhich the 55
percent is taken? Fifty-five percent of what?

MR. WYMAN: We are supportive in concept of a
growt h-1 oaded 2007 basel i ne fromwhich the reductions would
occur. W still are working, and we need to consult with
the states, on what the appropriate nmethodology is for
determ ning appropriate gromh factors. But our ultimte
reduction would be froma 2007 growt h-1 oaded basel i ne.

MR. McLEAN:  That would be after Title IVis
i npl enented. So it would be 55 percent below Title IV
| evel s?

MR. WYMAN:  No. The 55 percent nunber comes from
the 1990 | evels consistent with the nunbers that OTAG was
| ooking at. W agree that it's appropriate to convert those
to 2007 grow h-1oaded factors so that at the end of the day
what ever em ssion rates you would pick to set your cap would
be relative to 2007 baseline. In terns of the 55 percent
nunber, | think it is best for you to | ook at, just for

conpari son purposes, fromthe 1990 baseline that OTAG was
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usi ng.

MR. WLSON: Howard.

MR, HOFFMAN. M. Menne, could you describe the
regi onal or subregional nodeling that you are doi ng?

MR. MENNE: W are |ooking at conducting a
nmodel i ng anal ysis that extends basically from Chio to Kansas
and from Arkansas northward to the Geat Lakes. It depends
on timng whether or not we will be able to get done with
this. W are trying to put in a 12-kilonmeter grid across
that region. Mich of the western part of that grid has not
gone to that level. So we are trying to convert the
em ssions inventory data to that |evel

W are trying to work with the State of M ssour
to do this. They have concerns over St. Louis and Kansas
Cty as well as Chicago, and those are the three areas that
we are concentrating on with the nodeling anal ysis.

At this point intime we are using a CaMk nodel
and hope to be able to use the UAMV nodel to validate or
verify or conpare those runs against, but we just don't have
the tinme at this point to try to set up a licensing
agreenent with UAMV in the tinme of the comment peri od.

MR. HOFFMAN. What is the receptor area that you
are | ooking at?

MR. MENNE: There are a nunber of receptor areas.
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They include the entire OTAG domain. W are | ooking at

receptors in the entire OTAG domain, but we are focusing
primarily on the Chicago area because that's where the
cul pability back to our units has been nost targeted.

MR WLSON. M. Menne, you conmented on the
success you've had at sone facilities in getting NOx
reductions. |If you could give us sone nore details in your
witten comrents. Also, you raised cautions about whet her
those results were applicable to sone of your other
facilities. |If you could explain what the differences are,
it would be hel pful to us.

MR. MENNE: |'d be happy to send that information.

MR. WLSON: Thank you. Thank you all. W
appreci ate your com ng.

The next group is, Ms. Karen Price, M. Mark G ay,
and M. David Flannery.

M5. PRICE: Good afternoon. M nanme is Karen
Price, and |I'm president of the West Virginia Manufacturers
Associ ation, located in Charleston, West Virginia. Qur
organi zati on represents approxi mately 200 manufacturing
facilities in West Virginia which formthe econom c backbone
of our state.

Because many of these industries have conbustion

processes in their plants, this proposed rulemaking to
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greatly reduce NOx em ssions fromthese facilities wll have

a significant inpact on our nenbers. W are fondly referred
to as the non-utility point source category. Transl ated,
this neans all of our chem cal and plastic nmakers, coal prep
facilities with dryers, natural gas conpressor stations,

kil ns, furnaces, and ot her conbustion sources, not just
boi l ers.

To tally the NOx tonnages nandated by the EPA
proposal, our state will have to reach deep into the ranks
of NOx emtters whether the stacks are short or tall,
whet her the effect is theoretically real or sinply inmagined.
This means going to sources with a high cost for each ton of
NOx renoved, and it wll certainly sweep its scope into a
nunmber of small busi nesses as defined by the federal
gover nnent .

EPA has failed to assess the inpact of this
proposed rule on the small busi nesses which will be targeted
by attenpting to dodge the Small Busi ness Regul atory
Enf orcenment Fairness Act. As you well know, SBREFA requires
EPA to assess the potential inpact of a proposed rule on
smal | business entities before a rule is proposed. |Instead,
fromthe outset EPA decided that SBREFA does not apply to
this action since they are sinply inposing budgets on the

states. This cavalier attitude ignores the fact that the
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states would not have to inpose limtations on any sources,

i ncluding small sources, but for EPA s mandate to reduce.

We do not believe that Congress intended to allow
that kind of interpretation by EPA. Accordingly, we hereby
ask EPA to voluntarily withdraw the NOx SIP call, conduct a
smal | busi ness anal ysis, and repropose a rule which takes
t hese concerns appropriately into account.

We al so have serious concerns about the SIP cal
on ot her manufacturing sources in our state. According to
EPA' s budget cal culations, it would be necessary for all our
manuf acturing sources of any size to greatly reduce
em ssions. W sinply do not believe that this can be done
either technologically or econom cally.

One size does not fit all. NOx controls on
manuf acturi ng sources, typically with short stacks, is
necessarily a case-by-case natter.

We al so believe that it is fundanmentally unfair to
ask our sources to nake these large reductions in order to
chase a 6 PPB inprovenent in the Northeast. These
reductions in fact represent a greater reduction burden in
our state than in the current nonattai nnent states. This is
unaccept abl e.

If the basis of this rulemaking is assuned

transport of ozone precursors, then any reductions
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ultimately required should, in equity, be based upon

conpar abl e cost per tons renoved, the distance the source is
| ocated froma nonattainment area, and the stack hei ght of
that source. EPA has never before made determ nations of
this sort based on entire geographic and political
boundaries. In fact, we believe that the Cean Air Act does
not allow this interpretation.

This OTAG nodeling did not nodel the inpact of
sources just fromWest Virginia. EPA is grouping |arge
areas of sources together in order to junp over the
significant inpact hurdle it knows it otherwi se faces in
trying to support this rule.

Froma West Virginia perspective, the proposed
budget anmounts to asking our state to elimnate tw ce al
the NOx em ssions of our manufacturers, or all of the NOx
em ssions fromour power plants, or three tinmes the
em ssions fromall of our autonobiles. And our
manuf acturing comunity is facing a double whanmmy. As |arge
consuners of electric power, we will be supporting the cost
burden of any reductions inposed on the electric utilities.

In addition, manufacturers will be faced with the
direct cost of reductions of NOx at their own facilities.

As nonregul ated entities, manufacturers will not be able to

sinply pass through those costs to their custoners, as they
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We believe that EPA has significantly overreached

inthis SIP call proposal. It is asking the states,

little or no benefit to air quality in the Northeast. |If

t hese reducti ons are made, even EPA' s own nodels do not

areas, clogged with vehicles, wll continue to violate the

ozone standard, we believe.

conpliance. Therefore, we respectfully dissent and ask that

EPA go back to the drawi ng board and fashion a reasonabl e

probl enms which may exi st on a subregional basis, and in the

meantine hold fire to the feet of the Northeast states to

Thank you very nuch.

MR, WLSON. Thank you

MR, GRAY: M. WIson, thank you for having ne

here today. M nane is Mark Gray. |'m manager of the

here today to express ny conpany's concern over the proposed

SIP call.
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Anmerican Electric Power representatives were very

active participants in the OTAG process and have worked

cl osely over the past few years with the states in which we
operate to evaluate the nature of the ozone problem and take
actions to address the issue.

For exanple, AEP installed NOx controls on our
Anmos plant near Charleston, West Virginia, in 1994, well
ahead of the regulatory requirenents under Title IV, in
| arge part to assist the State of West Virginia in
devel opi ng a successful attainnment denonstration for
Char | est on.

G ven this intensive and | engthy OTAG effort, the
concl usions we draw after our review of the proposed SIP
call can be sumed up in two words: bad faith -- bad faith
by the U.S. EPA, and bad faith by the Northeast states.

We say this, first and forenost, because the
em ssion control levels of electric utility sources upon
whi ch EPA based the SIP call NOx budgets are in fundanental
conflict wwth OTAG s reconmmendati ons. That recomendati on,
arrived at after extensive ozone nodeling, denonstrated that
the nature of the ozone problemdiffers in different regions
of the United States, not the one-size-fits-all approach
taken by the proposed rule.

EPA has not abandoned the concept of
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differentiated control levels for utility sources, but it

stringent of the range of the whole 22-state region covered

by the proposal. By adopting an extrenme position on the

technically supported, EPA has al so broken faith with the

OTAG participants on the science which guided the process.

transport was not a significant contributor to the

nonattai nment in various regions, the need for the

obvi ous. The OTAG states expected at | east an additiona

year woul d be avail abl e during which nore detail ed nodeling

The EPA has not allowed the states that tinme but

has instead unilaterally proposed an extreme control program

be di sbenefits to Mdwest airsheds, potentially worsening

the ozone level in sone localized areas. And it is

woul d approve a plan that would harm constituents in his own

state to achieve a highly questionable inprovenent in the

EPA has al so broken faith by accel erating the
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tinmetable for inplenentation of controls. The OTAG states

consi dered various inplenentati on schedul es and focused on
the year of 2004 as an appropriate target. This target year
was based on sound understandi ng of the neasures necessary
to select the appropriate control technol ogy, schedule the
construction, and conplete the inplenentation.

EPA itself, in announcing in July of last year the
pl an for the 8-hour ozone standard, identified 2004 as a
target for inplenmentation. W find it troubling that the
EPA only a few short nonths |ater proposed a control
deadl i ne of Septenber 2002, an illogical and unwarranted
st ep.

We are left to wonder whether EPA is in effect
granting the Northeast states' 126 petitions with the SIP
call proposal w thout due process.

Finally, we are concerned with the inpact EPA's
proposal will have on the potential success of a NOx trading
program OTAG recogni zed the econom c val ue of trading and
that that could be brought to the ozone process.

AEP and the rest of the utility industry have
experienced sone benefits with successful inplenentation of
EPA's SO2 al | omance program We have, however, |earned a
few thi ngs about the SO2 program

First, there should be a range of control options,
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activity. Most inportantly, there nust be sonething to

trade.

it will effectively be only one control option: selective

catalytic reduction, and the limts of that technol ogy wll

It is essential that the states be given the tine

needed to develop control progranms to achieve their own air

to the OTAG airshed. This is particularly true now that the

states will have to neet the new 8-hour standard.

alliance of utility conmpanies and is prepared to work

closely with our states and to achi eve significant em ssion

and strategies that wll attain the new ozone standard as

well. We believe that such an alternative to EPA' s proposa

air at a much | ower cost, and we ask the EPA to support this

alliance in a constructive conpromse to the SIP call.

MR, WLSON:. Thank you

=

Fl annery.
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MR. FLANNERY: Thank you, M. WIlson. Ladies and

gentlenmen, | am Dave Flannery. | represent the M dwest
Ozone Goup. It would be hard to inmagine a regulatory
initiative as ill-conceived in science, |aw and policy as

the proposed SIP call that brings us to this hearing today.
EPA's failure to follow the OTAG recommendati ons for

addi tional refined nodeling work, favoring instead a
one-size-fits-all control strategy, defies all scientific
|l ogic and points clearly to significant defects in the

pr oposal .

From anong the nyriad | egal and policy concerns
related to the proposed SIP call, it is nost significant
that the proposal has its greatest inpact on those states
that al ready have the best air in the nation. Pursuit by
EPA of new and very restrictive control neasures on the
clean air states of the Mdwest and Sout heast in advance of
requiring the dirty air states of the Northeast to regul ate
their own sources is particularly egregious.

I ncredi bly, EPA' s proposed NOx SIP call does not
have as its objective attainment of the anbient air quality
standard for ozone, a clear |egal defect. Indeed, EPA knows
perfectly well that the em ssion reductions contenpl ated by
the proposal will not have a significant effect on the

serious and severe nonattai nment areas of the Northeast.
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the Northeast are |l ocal concerns that are in great part

to regulate their own sources in favor of trying to find

sone way -- any way -- to shift responsibility and cost to

Consider for a nonent the situation that exists in

the Northeast in which the states of New Hanpshire and Maine

submt appropriate enhanced I/Mprograns at all. This is

apparently related to a judgnent on the part of the

t hough required by law, are so politically unpopular as to

cause those states to prefer to violate a mandatory

of the voters.

Politically unpopul ar or not, enhanced inspection

knows the significant ozone inprovenments that will result

fromthe inplenmentati on of these and ot her nmandatory

however, elects to ignore the failure of the Northeast

states to conply with these mandatory requirenents and takes
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necessarily be applied within the Northeast if the ozone air

quality standard is to be achieved.

We have no doubt that states in the Northeast are
experiencing air quality problens related to interstate
transport of air pollutants. The air pollutants being
transported, however, are not comng fromthe clean air
states of the Mdwest and South. To the contrary, the
pol lutants of concern are coming fromthe nei ghboring states
of the Northeast, and it takes only an exam nation of
statenents of the Northeast states thenselves to nake that
poi nt .

Consi der, for exanple, in the case of Mine the
April 14, 1997, letter from Comm ssioner Sullivan to State
Senator Carey in which Conm ssioner Sullivan says,
"Massachusetts and New Hanpshire are responsible for the
majority of Maine's transport problem and nust further
reduce their emssions if Maine is to neet Federal ozone air
quality standards."”

In the case of Massachusetts, consider the January
14, 1994, letter from Massachusetts Air Quality Contro
Director Barbara Kwetz to M. Seitz in which she raises a
nunber of concerns about the novenent of ozone precursors
fromthe dirtiest areas of the Northeast to less dirty

areas, stating:
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"This is the case for the margi nal and noderate

downwi nd from Massachusetts, and for the serious

nonattai nnment areas of Connecticut, New Hanpshire,

t he severe nonattai nment area of the New York netropolitan

regi on, New Jersey and the rest of the Ozone Transport

In the case of New Hanpshire, an August 25, 1997,

menmo fromDirector Colburn to his |egislative | eadership has

"All of the state's ozone violations over the | ast

three years have occurred at the Rye Harbor nonitoring

en ssi ons. "

And a simlar statement that | have included in ny

pointing to the City of New York and urban areas there as

creating their highest ozone |evels.

forth in detail in our witten coments, we urge that EPA

refrain fromfurther devel opnent of its proposed SIP call in

science to determ ne the nature and extent of em ssion
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reductions that will assure attai nnent of the ozone anbi ent

air quality standard w thout inposing unnecessary controls
on sources that are not significantly contributing to that
probl em

MR. WLSON: Thank you

M. Gay, you nentioned that you thought the
tradi ng program woul dn't work very well because there would
be only one control option. Yet, |I think other testinmny we
heard this norning and our own anal ysis suggested that every
unit didn't need selective catalytic reduction to neet the
proposal. It's probably better for the record, but if you
could submt sonme nore anal ysis supporting your view that
there is only one approach and that tradi ng wouldn't work,
it would be hel pful.

MR. GRAY: W can do that.

MR, WLSON. Thank you

MR. SEI TZ: Two quick ones, one clarification, M.
Price. You can submt for the record on this. | thought I
heard you say that the cost of control in Wst Virginia
woul d be higher than control in nonattainment states such as
Pennsylvania. |1'mnot quite sure | understand that. You
don't need to go into detail on that now, but if you could
submt for the record a statement of that and the economc

anal ysis of how you get there.



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

157

In addition, M. Flannery, | take it you are
di sagreeing with Comm ssioner Seif on the nonitored data of
the air quality being 94 percent of the 1-hour standard at
t he Ohi o- Pennsyl vani a border.

MR. FLANNERY: M. Seitz, we are prepared to dea
with Pennsylvania's issue. As you heard earlier today, the
states of West Virginia, GChio, and Kentucky are currently
doi ng nodel i ng focusing on Pittsburgh.

MR. SEI TZ: Pennsyl vani a i ncl udes Phil adel phi a as
well. You are saying Philadelphia is not part of that
i ssue?

MR. FLANNERY: To the extent that M Seif was
suggesting that the boundary conditions related to
Pennsyl vani a are sonehow rel ated to the Mdwest, yes, | do
di sagree, but if he is talking instead about Pittsburgh,
certainly those of us that are along the Chio R ver Valley
need to focus on Pittsburgh. W are prepared to do that.

MR. SEI TZ: Thank you.

MR. WLSON: Thank you all very much for com ng
t oday.

The next group, Ms. Any Wight, M. Ken Barrett,
and M. Bryan Roosa.

|f there is anybody here who wanted to testify

today and hasn't let us know, if you would please check in
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with the registration desk

Ms. Wi ght.

M5. WRI GHT: Good afternoon. M nane is Any
Wight. [|'mthe manager of environnental nmanagenent and
fuel s procurenent for the Dayton Power & Light Conmpany. |'m
here today as the chair of the Environnmental Commttee of
the Chio Electric Uility Institute, whose nenbers include
Anerican El ectric Power; Buckeye Power, |ncorporated; the
G ncinnati Gas & Electric Conpany of C nergy Corporation;

t he Dayton Power & Light Conpany; and Ohio Valley Electric
Cor por ati on.

We have identified a nunber of substantive and
procedural problenms with the proposal that we would like to
hi ghli ght and al so note that the Cean Air Act does not
aut horize EPA to proceed in the manner that is set forth in
t he proposal.

Wil e EPA has the authority pursuant to section
110(k) of the Act to issue a SIP call enforcing 110(d) of
the Act, this authority nmust be inplenented through the
Interstate Transport Conm ssion process spelled out in
section 176(a) of the Act. EPA has not proceeded by way of
this mechanismin the proposed rulemaking. It essentially
ignores that the Act requires a state show ng of SIP

i nadequacy rather than a general finding of inadequacy.
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Finally, EPA proposed that each targeted state,

i ncluding Chio, inpose a cap on NOx eni ssions despite the
fact that the Act does not require that such a cap be used
to address an alleged SIP deficiency.

As to EPA s discussion pertaining to the new
8- hour ozone standard, EPA has clainmed there to be SIP
deficiencies before the SIPs for that standard are required
to be submtted. Key parts of EPA's analysis, for exanple
t he proposed nethod for determ ning through nodeling which
areas will fail to attain the 8-hour standard, are based on
guestionabl e nodeling and statistical techniques that have
not undergone any sort of peer review.

EPA overstates the nunber of areas where ozone air
quality is of concern and has suggested that stringent
em ssion reductions are necessary to resolve these probl ens.
For exanple, EPA has called for em ssion reductions in
upw nd states with little or no problens to resol ve
transport problens in nonattai nment areas in downw nd states
before those downw nd states have actually fulfilled all the
requi renents of the Cean Air Act.

EPA further proposed a nore stringent em ssion
reduction level than that recormmended by OTAG EPA's SIP
call ignores OTAG s recommendati ons that subregional

nodel i ng be conpl eted before defining whether any, and if
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so, what anpunts of additional NOx reductions should occur.

EPA devel oped st atewi de budgets for NOx em ssions
and acknow edged | ater that the state-specific budgets,
based on growth factors, as initially proposed were
incorrect. EPA needs to provide an explanation as to why
its budget nunmbers for sone states are quite different than
what was initially proposed in the OTAG recomendati ons.

EPA concl udes that the cost of achieving enornous
NOx reductions would be mtigated by the use of a NOx
trading programbut fails to recogni ze the proposed trading
program cannot work unless there are excess tons of NOx to
trade, and no excess tons of NOx will exist if the SIP cal
continues to demand that affected utility sources neet an
average NOx em ssion rate of 0.15 pounds per mllion Btu.

EPA has not set forth its final approach to
trading i ssues, and when it does, the approach will |ikely
be very narrow, a basic approach for all states to follow, a
cap and trade approach. As | previously stated, nothing in
the Act requires a cap to be used to address an all eged SIP
defi ci ency.

In addition to previously nentioned substantive
i ssues, we have a nunber of concerns with the procedural
aspects of the SIP call. EPA has indicated its intent to

publish the final SIP call by Novenber 30, 1998. It has
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established only a 120-day comment period ending March 9,

1998. However, you have not fully articulated in the SIP
call proposal essential parts. These parts include the air
quality analysis predicting the air quality inpacts of the
EPA SI P proposal, the final state NOx budget nunbers, and
sufficient information pertaining to EPA's views on the
types of trading prograns that would be allowed for

i npl enenting the agency's proposal.

In closing, it cannot be enphasi zed enough t hat
the proposed SIP call is contrary to the recomendati ons of
OTAG

First, EPA's SIP call proposes an em ssion
reduction level far nore stringent than the recommendati ons
of OTAG

Second, it stipulates that there be only one
em ssion rate for electric power plants even though OTAG
anal ysi s indicates, and EPA representatives concurred, that
the sanme | evel of reductions probably woul d not be
appropriate for all states covered by the SIP call.

Finally, EPA s proposal ignores OTAG s
recommendati ons that further subregi onal nodeling be
conpleted prior to defining whether any and, if so, where
and what anounts of additional NOx reductions should occur.

Ohio Electric Utility Institute Environnental
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Comm ttee nenber conpanies strongly encourage U S. EPA to

reval uate the SIP call proposal and incorporate OTAG
recomendations as well as the comments provided today.

MR, WLSON. Thank you

M. Barrett.

MR. BARRETT: Good afternoon. M nane is Ken
Barrett. |'mrepresenting the Al abama Departnent of
Envi ronnent al Managenent. | appreciate this opportunity to
coment on EPA' s proposed regional ozone SIP call.

Al abama will follow up these general comments with
nore detail ed conmments before the March 9th deadl i ne.

| will briefly go over about six of the concerns
and comments that Al abama has concerning this proposed SIP
call.

First, we really do not feel that EPA has all owed
sufficient time for states to coment on this SIP call due
to the type and anount of additional nodeling that will be
necessary for individual states to adequately assess their
potential contribution to any region or any other state.

OTAG grouped states and anal yzed the ozone
transport, but further analysis that would indicate
i ndividual state contribution is essential in determ ning
what is a fair and equitable control for the states that

m ght be required or even needed.
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In Alabama we need to find out how nuch we affect

Atl anta, Tennessee, maybe M ssissippi, and how much they
affect us. Then you could have justification for controls.

We al so believe that EPA does not all ow enough
time for states to respond to the SIP call once it is
finalized. Twelve nonths is a very short tinme frane to have
in place regulations that would be sufficient for a SIP cal
of this magnitude. For sone states it would seem an
inpossibility due to their process. So this nechani sm seens
set to fail.

Al abama, with our fairly sinple procedures, would
be hard-pressed to neet this deadline if everything flowed
snoot hl y.

Third point. Fromwhat | understand, EPA does not
allowits staff sufficient tine to act on the required Sl Ps.
If the tine allotted to the EPA regional staff is only a
couple of nonths, then again | see the nmechani sm bei ng set
up to fail or at |east del ayed.

Fourth. It is evident in the findings of OTAG
that transport in the northern tier of the country was nore
preval ent than in the southern tier of the country where
ozone problens tend to be nore |ocalized. However, when EPA
i ssued the proposed SIP call, it set forth identical control

levels in all the 22 states, including states in the South,
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even though the proposal acknow edges that transport is |ess

in the Sout h.

Fifth point. Only the upper two-thirds of Al abama
was included in the OTAG process and nodeling. Yet EPA
included the entire state in the proposed SIP call. The
reasoni ng seened to be for ease of adm nistration, but this
is a weak justification when you are tal king about very
costly controls on utilities and other |arge conbustion
sources in an area such as Mbile, Al abama. To ny
know edge, EPA has not exam ned any data that includes
em ssions fromthe southern third of Al abana.

My last comment involves a workshop that we held
i n Al abama concerning the proposed EPA SIP call. At that
wor kshop an EPA official representative stated that Al abama
does not affect the Northeast with regard to the transport
of ozone. That is what Al abama believes. W nmay affect our
nei ghboring states and they may affect us, but how nuch is
yet to be determ ned.

Wth that, | conclude ny remarks.

MR. WLSON: Thank you very mnuch.

M. Roosa.

MR. ROOSA: M nanme is Bryan Roosa, and |'mthe
deputy director of the State of M chigan Washi ngton offi ce.

|"m here pinch-hitting today for our state's Departnent of
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Environnental Quality, with testinony provided by our Ar

Qual ity Division.

| appreciate the opportunity to share with you
M chi gan's deep concern over EPA's proposal to inpose a NOx
budget on the State of Mchigan. This proposal would force
requirenents for drastic reductions in emssions in order to
mtigate high ozone levels in the Northeast states.

We believe that EPA's proposal is premature and is
not supportable by the OTAG nodel i ng conducted to date.
Overall, the nodeling runs conducted as part of the OTAG
process have been useful as a screening tool. However,
addi tional subregional nodeling nust be conducted to finally
determ ne the | evel of controls.

The proposed SIP call would presumably require the
states to reduce em ssions of oxides of nitrogen by a
specific target anount before the additional nodeling is
conpleted. This is not acceptable.

The inpact of specific states on any particul ar
nonat t ai nment problem has yet to be identified. Targets
selected by EPA at this point are based on overly sinplistic
interpretation of the nodeling done to date, and they depart
fromthe recomendati ons of OTAG which called for additiona
subr egi onal nodeling and urged consideration of a range of

em ssion reduction targets. Therefore, picking target
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reductions at this point cannot be justified. Instead, EPA

shoul d consi der defining the ranges of reductions that
shoul d be used to initialize the subregional nodeling with a
goal of determning the final em ssion reduction target.

M chi gan and ot her states nade presentations
during the OTAG process which clearly showed that transport
fromthe Mdwest was not as predom nant as EPA had
originally theorized. Qur nodeling is show ng that between
70 and 80 percent of the ozone observed in the Northeast is
due to precursors emtted in that region. |In fact, our
nmodel i ng shows that zeroing out M chigan em ssions wll not
produce w despread air quality benefits for doww nd areas
exceedi ng 124 parts per billion.

This nodeling also indicates there is no
significant benefit fromlevel 3 controls over level 1
controls. The capital cost for one utility alone to neet
the level 3 em ssion reduction requirenment nay exceed $400
mllion. Yet EPA has proceeded with the proposed NOx budget
for Mchigan that is equivalent to the OTAG |l evel 3
controls.

Equal ly as inportant, we have di scovered there is
a likelihood of ozone increases as a result of NOx
reductions. This likelihood is critical in both west and

sout heast M chigan. West M chigan was granted a section
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182(f) NOx wai ver after nodeling denonstrated ozone

di sbenefits in the Lake M chigan region fromreduction in
NOx em ssions. Between 1992 and 1995, extensive study of
ozone pollution in southeast M chigan determ ned that | ocal
NOx controls there would result in ozone disbenefits as
wel | .

For all these reasons, we strongly suggest that
the coment period on the proposed SIP call be extended
several nonths. The additional nodeling and the extensive
tactical analysis provided as part of our witten conments
speak to the need for an extension. An extension is
critical to allow for an inforned and serious review of the
dat a.

Further, EPA has not provided its em ssion
i nventories upon whi ch subregi onal nodeling should be used.
Wthout the inventories, it is inpossible to conduct the
appropriate tactical analysis. Even if the data was
provided at this point, there isn't enough tine to do the
wor k by March 9.

Qur departnent is astounded that EPA has proceeded
with a proposed cap on NOx em ssions for Mchigan wthout a
qual ity assured em ssions inventory. The available
i nventory may have been adequate for general nodeling, but

it's hardly adequate for establishing a statew de cap.
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We are al so concerned with the agency's cost

anal ysis which relies on extrene control technol ogy rather
than determining if the em ssions fromthe affected state
are having a significant inpact on ozone transport. The use
of a consistent cost-per-ton strategy rather than an
approach of m nim zing cost based on changes in ozone
concentrations dowmwind is fiscally irresponsible and wll
hanper the use of em ssions trading.

Since the proposed stringent emssion limts
cannot be justified froman air quality perspective,
cost-effective econom c considerations nust be the driving
force behind any SIP call. Wile some may feel that a
"l eveling of the playing field" is a good enough reason for
these limts, this is not allowable under the Clean Air Act.

In Mchigan we are conmtted to reduce air
pol lution and protect the health of all our citizens. W
believe we can do that best by taking the time to gather the
data necessary to develop a fair and cost-effective program
rather than using punitive, broad-brush sol utions.

Thank you.

MR, WLSON:. Thank you

MR. HOFFMAN. M. Roosa, what additional nodeling
is Mchigan doi ng?

MR, ROCSA: | have a |limted know edge and I woul d
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like to defer that to our quality folks. However,

understand it is CaMk nodeling. |1'msure that that wll be
provi ded nore extensively in our witten coments.

MR SEITZ: That's as far as you will take it?

MR, ROOSA: That is absolutely as far as | dare
take it.

MR, HOFFMAN. M. Barrett, you discussed the tine
period for devel oping state regs.

MR. BARRETT: Right.

MR, HOFFMAN:. I n your witten comments perhaps you
could be nore specific about what the process is and the
tinmetable for each of the steps in the process and why 12
months is tight for you folKks.

MR. BARRETT: Like | said, in A abama we woul d
have sufficient tinme in 12 nonths unless we had a | ot of
comments and things like that. It would push us, but there
are sonme other states in the Southeast that have a
| egi sl ative process that could take a couple years,
according to when the |egislature neets, and it woul d al nost
be inpossible for themto neet 12 nonths. That's what | was
al I udi ng to.

MR. WLSON: Thank you all very much for com ng
t oday.

The next panel, Ms. Elizabeth Lanier, M. Quin
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Shea, and M. David Long, please.

M5. LANNER I'mLiz Lanier. 1'ma vice
president/chief of staff for Cnergy Corp. Cinergy, as |
t hi nk nost of you know, is a diversified energy conpany
supplying electricity and gas to custoners in Chio, |Indiana,
Kentucky, and in the UK

|"mgrateful to be here today and grateful that we
have the opportunity to nmake comments on the SIP call, and |
| ook forward to working constructively wwth our states, with
federal policynakers, and with other interested parties on a
sensi ble and cost-effective alternative to the SIP call. W
believe it's an alternative that achi eves conparable air
quality benefits.

As many of you know, there are few conpanies that
face a larger inpact fromthe proposed SIP than G nergy, a
conpany that generates 98 percent of its 11,000 negawatts by
burning coal. W are a conpany that takes our environnental
comm tnents seriously, and we believe that reducing NOx is
good busi ness.

We have put on 87 percent of our system | ow NOx
burners and overfire air since 1990. W have spent nore
than $100 million attributable exclusively to reduction of
NOx | evel s and have achi eved 27 percent reductions from our

1990 | evel s.
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We al so have under way a boiler optim zation

programwhich will be installed systemw de.

Despite these reductions and these consi derabl e
capital expenditures, C nergy now faces the onerous
addi tional capital and O&M burdens that are called for by
the SIP, which we believe are based on inadequate | egal,
scientific and technical justification. W could have
sinply said no to the SIP and foll owed | egal battles.

I nstead, C nergy has spent the | ast several nonths
consulting, as many of you all know, with the EPA wth our
states, and working with other utilities, |abor and ot her
organi zati ons towards the devel opnment of an alliance to
propose and support an alternative. The alternative is a
2-step phased plan that woul d guarantee additional air
quality benefits to our region in a tinely and
cost-effective manner.

As a founding nenber of the Alliance for
Constructive Air Policy, represented in earlier comments by
Bob Wman and endorsed i n nunmerous other comments by
alliance nenbers, Cnergy is proud to be a supporter of the
ACAP proposal which we believe will positively inpact
nonattai nnment areas that nodeling indicates are nost
af fected by our regional power plant em ssions.

We supported OTAG and we acknow edge the OTAG
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nodel i ng suggests that our power plant em ssions play a role

in the formation of ozone in nonattai nnent areas such as
G ncinnati and Louisville.

C nergy believes that the ACAP 2-step phased
alternative is consistent wth OTAG and particularly
consistent wwth three OTAG recommendat i ons.

One is the finding that em ssion reductions in and
around nonattai nnent areas are the nost beneficial and that
benefits decrease rapidly with distance.

The second is that further reductions should be
based on subregi onal nodeling.

Finally, that reductions should be determ ned on
the basis of a range and not a uniformrate.

The EPA proposed uniform .15 rate clearly goes
beyond the OTAG proposal. It asserts that air quality
problens in the Northeast are significantly inpacted by
m dwest ern power plant em ssions, and that .15 is necessary
to address this inpact. This is a position we reject sinply
because it is not supported by OTAG or other physical data.

In the nonents | have left before ny tinme runs out
| would Iike to focus on one aspect of the ACAP proposal
whi ch Bob nentioned briefly but didn't el aborate on, and
that is the need for a clean air investnent fund that is

part of our proposal.
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As you all know, President Clinton's initiative on

NAAQS announced in July enphasi zed the need for a clean air
investnment fund to ensure a reasonabl e cost of conpliance
for proposed new air quality standards. W believe that the
flexibility that an investnent fund provides should be
endorsed and enbraced as part of the NOx proposal. W
beli eve that where conpani es woul d face excessive cost for
conpliance they should have the alternative to invest in a
fund which could be used to pay for reductions nade in other
sectors and to fund research in advanced control
t echnol ogi es.

We | ook forward to fleshing out this proposal and
the other parts of the ACAP proposal as we go forward and
| ook forward to working with all of those people in the room
who |ike-mndedly want to work towards a constructive
alternative solution

Thank you.

MR, WLSON. Thank you

M . Shea.

MR. SHEA: (Good afternoon. M nane is Quin Shea,
and | amthe director of environnental affairs for the
Nati onal M ning Associ ati on based here in Washi ngton, D.C,
NMVA represents over 400 conpanies in the mning industry

donestically. W intend to submt detail ed comments prior
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to March 9th but in the interimwuld like to bring to your

attention a few key concerns.

We also urge that you listen closely to the
coments raised by our colleagues in the rail, mning,
utility and | abor sectors.

National Mning is a nenber of ACAP and endorses
coments nmade beforehand by M. Wnman. W also warmy
appl aud comments by several of the states, particularly
Secretary Seif fromthe State of Pennsylvania, and urge EPA
to I ook closely at what Pennsyl vania is suggesting, as
Pennsyl vania in many respects is the focus point of where
the states are.

As a threshold matter, NVA is extrenely
di sappoi nted, though not necessarily surprised, wth the
| ogi stics underlying this rul emaking. On the one hand,
EPA' s proposal includes no justification for a finding of a
SI P i nadequacy. |Indeed, such a finding currently is
i npossi bl e given that the proposal includes no nodeling
denonstrating what air quality inpacts purportedly would
result fromthe proposal.

Yet EPA has acknow edged publicly that the
Novenmber 7, 1997, proposal is inconplete and will need to be
suppl enent ed t hrough yet anot her proposal that will include,

anong ot her things, actual rul emaking | anguage, revised
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budget nunbers, air quality nodeling anal yses, and a

proposed NOx cap and trade program Unfortunately, this
suppl enental proposal will not be published until after
March 9, thereby prohibiting nmeani ngful public coment.
This is both unfair and illegal.

NVA requests that the public comrent period for
t he proposed rule be extended for a period of 120 days after
t he suppl enental proposal is published, or rather, after the
entire proposal is publicly available, to allow thoughtful
and conprehensi ve comment on all aspects of the SIP cal
pr oposal .

EPA has concluded that it may resort to the
110(k)(5) SIP call procedure under the Act in the instant
case because state plans for the 22 targeted states do not
sufficiently address in-state em ssion activities that
adversely inpact downw nd states. EPA s concl usi on,
however, is inapposite to the 1990 anendnents and seens to
di sregard sections 176(a) and 184.

The recently concluded Ozone Transport Assessnent
G oup process was a 2-year effort involving 37 eastern
states intended to determ ne the nature and causes of
interstate ozone transport and potential violations of the
1-hour standard in certain areas. By a vote of 31 to 5, a

nunber of key recommendations were reached, in pertinent
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part, that a range of utility NOx controls in the fine grid

states be allowed for, ranging between Title IV and either

exi sting 120 part per billion ozone standard; that control

measures woul d be determ ned and i nplenented by the states;

be carried out in accordance with the Cean Air Act.

A coupl e of observati ons.

clearly that states nust have the opportunity to conduct

addi tional |ocal and subregional nodeling and air quality

and timng of controls. The current proposal and

i npl enentation schedule do not provide for this critical

Second, the OTAG process was geared to the 1-hour

ozone standard. Yet EPA's proposal suggests that a SIP cal

new 8- hour standard.

| don't want to go into the reasons that ny

regardi ng use of 1-hour versus 8-hour, depending on whet her

it'"s an in-state problemor a downw nd problem but | urge
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NMVA believes that such a strange reading of the

Act, as contenplated by EPA, was not in fact contenpl ated by
Congress and cannot be supported legally or as a nmatter of
comon sense.

Havi ng persuaded states to invest two years in
OTAG t o understand how ozone transport inpacts their efforts
to nmeet the 1-hour standard, EPA now is coercing states
under the SIP call rulemaking to participate in a cap and
trade programthat may or nay not keep them out of
nonattai nment. NMA reserves judgnent on the specifics of
the cap and trade programuntil we have seen the details.

W w il be providing a significant anount of
written comrent on the expected econom c and job | oss
i npacts of this rulemaking. You' ve asked for that severa
times, and we will do that.

| would Iike to note, though, in response to
sonething said earlier, NVA believes that what we woul d cal
maxi mum dr awi ng board control technol ogy, not avail able
control technology, is not available and will not neet the
.15 standard, nmuch | ess sonething below. Until we have seen
w despread availability of field tested and cost-effective
SCRin major units, it doesn't exist.

In closing, for those of us in the mning industry

to understand the inportance of coal utilization, we are now
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faced with the latest in a long series of extrene regulatory

actions reflecting EPA's desire to reduce the use of coal in
the United States. The SIP call proposal is neither
scientifically nor economcally justified, nor is it
conduci ve to mai ntaining a sound national energy policy.
EPA' s agenda is being driven by policy objectives, which is
unfortunate, as this proposal poses a substantial threat to
industries that mne, transport and utilize coal, and to
scores of future potentially unenpl oyed m ners.

Thank you.

MR, WLSON. Thank you

MR. LONG Good afternoon. M/ nane is David Long,
and |'mrepresenting the Indiana Electric Association. The
| ndi ana El ectric Association represents the five investor
owned electric utilities operating in the State of Indiana.
The | EA endorses the testinony of UARG ACAP and MOG whi ch
was presented earlier this afternoon.

The | EA appreciates this opportunity to speak at
this hearing. Qur nenber utilities are commtted to doing
our part to aid in attaining anbient air quality standards
that protect the health and welfare of the citizens of
| ndi ana and the surroundi ng states where our em ssions have
a neani ngful and significant and controllable inpact on air

quality. Unfortunately, this SIP call as proposed by EPA
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will not result in the neasurable results clained in the

Federal Register notice proposing this action.

The | EA i s undertaki ng photochem cal nodeling to
further refine OTAG s nodeling results in an effort to
under stand the areas where changes in our em ssions could
reasonably aid in correcting nonattai nnent conditions.
Unfortunately, U S. EPA has hanpered our efforts by failing
to make available to the general public a nodeling inventory
whi ch was the basis for the control strategy proposed in the
SIP call. Until such time as U S. EPA nmakes an inventory
avai l able and allows at |east six nonths for detailed
anal ysis to occur, the comment period on this action cannot
be closed without resulting in a severe disservice to the
public.

Even though the lack of an EPA SIP call inventory
has hanpered our efforts, we have conducted a set of
phot ochem cal nodeling runs that we believe are quite
instructive on the mnor air quality benefits the SIP cal
will bring. This is despite U S. EPA s assertions in the
SIP call that inplenenting the proposed em ssion reduction
strategy would elimnate all but a few of the 1-hour and
proj ected 8-hour nonattainnment areas in the United States.

We have nodel ed the 1991 and 1995 OTAG epi sodes,

used the 2007 SIMS inventory devel oped during the OTAG



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

180
process; then reduced nitrogen oxide em ssions by 85 percent

on utility and 70 percent on other |arge point sources in
the State of |ndiana.

My first overhead shows our base case, which is an
8- hour plot, nmuch as sone of the clainms EPA is making that
this is necessary for the 8-hour standard. This is our
8- hour base case for July 21 fromthe 1991 OTAG epi sode,
which is the worst day for transport fromlndiana fromthis
epi sode.

VWhat | would like to point out here is the |l arge
areas, even after Title IV and the other Cean Air Act, that
are still in nonattainnment.

My second overhead shows the difference whenever
we i npose our control strategy in the State of |ndiana.

Note that there is little inpact beyond about 150 mles from
the State of Indiana, with the bulk of the changes comng in
the i medi ate area of the em ssion reductions.

Qur analysis further denonstrates that when
applied to the 1991 OTAG episode this strategy will not
result in attainment in any county which was found to be in
exceedance in the base case. Qur 1-hour plots fromthis
epi sode, which we will not be show ng due to tine, show
simlar results.

We perforned the sane analysis for the 1995 OTAG



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

181
epi sode. The results for July 14th, which was the worst day

fromthat episode for Indiana transport, are attached to ny
testinmony. Briefly, the results fromthat nodeling
denonstrate the sanme thing that we see here: limted
transport, with not a great deal of inprovenent and no
counties noving into attainnment.

Qur work to date denonstrates that while em ssion
reductions fromlarge point sources will be a necessary
conponent of ozone control strategy devel opnent in the OTAG
region, the uniformand arbitrary reductions proposed by the
SIP call will not result in many nonattai nnment areas
reachi ng attai nment wi thout additional |ocal control
measures. In the case of reductions fromthe State of
| ndi ana, no areas will nove into attainnent w thout
addi tional |ocal control neasures.

As we continue to evaluate our work, we are
becom ng nore and nore convinced that the correct approach
is to follow OTAG s recommendation to all ow adequate tine to
per form subregi onal nodeling to determ ne the appropriate
geogr aphic reductions. Therefore, we encourage U S. EPA to
wi thdraw the SIP call and give the states the tine necessary
to work individually and collectively as appropriate to
perform the subregional nodeling recommended by OTAG to

determ ne the appropriate state-specific m x of em ssion



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

182
reducti ons needed to correct the nonattainnment problens in

t he OTAG regi on.

Thank you for your tine and attention.

MR. WLSON: Thank you very much.

Ms. Lanier, do you have sonething that expl ains
the proposal that you all are putting forward? |'ve heard
pi eces of it, but I haven't seen it.

M5. LANIER Yes. W'IIl provide you with a copy
of the press release that went out yesterday that details,
and we have a one-page sunmary as well, which we woul d be
happy to provide.

MR WLSON:. |If you could al so perhaps submt for
the record your sense of how that 55 percent, or .35, as |
understand it, reduction on the first step would conpare to
the Title IV program for your plants.

M5. LANIER W have that for Cnergy. W'IlIl have
to collect it fromthe other alliance nenbers. W have not
gquantified for all the alliance nenbers the increnental.

MR WLSON. Do you know it off hand for C nergy?

M5. LANFER.  No. | know that we have those data.
| don't have them

MR WLSON:. |If we could get those for C nergy,

t hat woul d be hel pful

MR. SEITZ: M. Long, the nodel results presented



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

183
for the record, was that UAM? VWhat nodel was that?

MR. LONG That was CAMk. We have been unable to
obtain a license from SAl for their propriety UAMV nodel as
of this date.

MR SEITZ: Could you submt for the record al
t he background as to what the nodel was, what the inventory
was? It was very unclear to ne what that was.

MR LONG Yes. W will be submtting that as
part of our coments.

MR. HOFFMAN.  Sir, that shows a | ocalized
di sbenefit in the Chicago area?

MR. LONG Yes, sir, it does.

MR. HOFFMAN:  But sone benefits further to the
east ?

MR. LONG Very limted, though.

MR, WLSON:. Thank you all for com ng today.

The last two witnesses today are M. Dharnmaraj an
and Ms. Susan Gander.

MR. DHARMARAJAN:. Good afternoon, M. WIlson. MW
name i s Dharmarajan, and | amrepresenting Central &

Sout hwest Corporation, which is a Dallas, Texas based
electric utility hol ding conpany.

Before | read ny piece, | have an adm ssion to

make. | was tenpted to bring along a flag of Texas to wave
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before this august body, and even the smallest flag was too

big to fit in the confines of ny carry-on.

[ Laught er. ]

MR. SEI TZ: Thank you for your comments.

[ Laught er. ]

MR. DHARMARAJAN: Do | get two mnutes off the
cl ock there?

[ Laught er. ]

MR. DHARMARAJAN: Cetting down to brass tacks, the
focus of nmy comments will be limted to the four Southwest
states of Arkansas, Louisiana, lahoma, and Texas, which
are |listed under the OTAG coarse grid classification and
where ny conpany provides electric service to an estinmated
popul ation of 4.2 mllion people, covering approxi mtely
152, 000 square mles. CQur generating capability of
14, 000- pl us negawatts includes a broad m x of fuels.

In this proposed rul emaki ng t he EPA has recogni zed
OTAG s recommendations for excluding coarse grid states from
control neasures. W applaud this. However, EPA has al so
suggested that it may include sone or all of the 15 coarse
grid states in the final SIP call rule if it appears that
these states are significant contributors to nonattai nnment
inthe fine grid area. EPA should base its decision on

comments received as well as any additional nodeling and
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techni cal anal ysi s.

Central & Sout hwest believes very strongly that
EPA should not revisit the Southwest states’' NOx reduction
needs in the context of this rulemaking. The EPA should
stay its course and follow the recomendati ons of OTAG in
the final rul emaking.

Let nme spend a few mnutes to recap the spirit of
t he recommendati ons of OTAG and to al so advance sone
additional points to support our sentinents.

During the OTAG deli berations in the 1995-1997
time franme, Central & Southwest coordi nated the workings of
a coalition of four state agencies and industries. This
coalition spent an enornous anount of tine and resources to
perform an i ndependent review and to devel op techni cal cost
and nodel analysis. The results denonstrated why the
Sout hwest coarse grid states should not be included in any
OTAG recommended control neasures. Qur findings were
endor sed by OTAG

On page 10 of the Cctober 1997 Executive Report,
inits findings and recommendations to the EPA, the policy
group states:

"The recommendati ons adopted by the policy group
recogni zed that the OTAG anal ysis denonstrated that

transport inpacts of the coarse grid areas on the fine grid
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are mniml and therefore do not include the coarse grid

areas for recommended control neasures other than those that
woul d be nationally applied.™

Additionally, | quote from page 53 of the OTAG
Executive Summary Report:

"The coarse grid states, which should be exenpt
from OTAG controls, wll, in cooperation with EPA,
periodically review their em ssions and the inpact of
i ncreases on downw nd nonattai nnment areas, and, as
appropriate, take necessary steps to reduce such inpacts,

i ncl udi ng appropriate control neasures."

| believe these are conpelling statenents.

| would also like to submt the follow ng for your
consi derati on.

1. | do not believe that distances have shrunk
nor em ssions increased since |ast October when OTAG nade
t hese recommendati ons to the EPA.

2. NOx emssion rates fromthe Sout hwest
utilities are still anmong the lowest in the U S and
continue to trend downwards due to voluntary neasures.

3. We continue to have a greenbelt of attainnent
areas whi ch separate the Sout hwest from other regions.

4. Gkl ahoma and Arkansas have no nonatt ai nnent

areas under the recently rel eased EPA 1-hour standard
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revocati on proposal .

5. Qur four state agencies are actively
addressing issues relative to their |local problens and are
still continuing the regional cooperative efforts with
i ndustry.

| believe these are strong attestations to our
position on the issue and adequate proxies for any further
consideration for requiring unwarranted reductions in NOx
fromour coarse grid states in the context of this proposed
r ul emaki ng.

| would i ke to raise a few other issues which are
cont ext ual

MR WLSON: Your time is up. So if you could
summari ze.

MR. DHARMARAJAN: Do | get sone tinme back?

[ Laught er. ]

MR WLSON: No. W'Ill put your whol e statenent
in the record.

VMR, DHARMARAJAN. Thank you.

MR, WLSON. Thank you

Ms. Gander.

M5. GANDER  Good afternoon. |'m Sue Gander with
the Center for Cean Air Policy. Thank you the opportunity

to be here today to discuss the inportance of maintaining a
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strong ozone transport SIP call.

The Center for Clean Air Policy is a nonprofit
research and environnental advocacy organization founded in
1985 by a bipartisan group of state governors in their quest
to break the gridlock surrounding the acid rain issue. As
you know, we have al so been active in the OTAG process.

Then, and now, the center has held true to one
core phil osophy, that econom c and environnental progress
can go hand in hand and mar ket - based sol uti ons are our best
hope for real sustainable progress. |In the spirit of that
phi |l osophy, | would |Iike to enphasize the key points I'l
make today.

1. The preponderance of air quality nodeling
i ndi cates that we need stringent reductions in NOXx em ssions
across the OTAG region in order to address the ozone
pr obl em

2. EPA has the statutory to extend controls to
cl ean areas and require reductions in transport of ozone
precursors.

3. Reductions fromelectric generators represent
the nost cost-effective control options avail able and shoul d
be the main target. However, other sectors also have a role
to play.

4. A broad-based cap and trade program provi des
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the nost cost-effective way to reach our reductions goals.

OTAG s nodeling indicated that deep cuts in NOx
em ssions across the NOx region are necessary to reduce both
homegrown and transported ozone that contribute to our
nonattai nnment probl ens.

W would like to commend EPA for acting on its
authority under the Clean Air Act and taking the
groundbreaki ng step of requiring states that are currently
considered clean to control their em ssions due to their
adverse inpact on downw nd states. This unprecedented
action is critical to our ability to address the ozone
i ssue. Moreover, we comrend EPA in recognizing the need to
set stringent NOx em ssion limts in accordance with the
upper end of the range of controls recommended by OTAG

EPA estimates that the utility reductions
associated wwth their SIP call wll cost an average of
$1, 700 per ton. In conparison, nost of the reductions from
ot her sectors would cost significantly nore. Not only are
utility controls cost-effective, they will also have m ni mal
i npact on electricity rates.

According to EPA's regul atory anal ysis, the annual
cost for the electricity sector is approximately $1.5
billion per year. This anmpbunts to just 1.3 percent of

electricity revenues for the 22 affected OTAG states. This
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suggests a mnimal inmpact on electricity prices, equivalent

to increases on the order of 75 cents per nonth for a

typi cal household bill. Even if estimted costs are cl oser
to the higher OTAG cost estimates that were devel oped with
the higher utility base assunptions, this would still anount
to less than 3 percent of total annual revenues for the

i ndustry and mninmal rate inpacts.

In addition, the ongoing restructuring of the
electricity industry will lead to savings of up to $40
billion per year according to recent estimates by the Energy
I nformation Adm nistration. These savings could conpletely
of fset the potential inpact of additional utility NOx
controls on electricity prices.

These econonics nmake a strong case for states to
foll ow EPA' s gui dance on target reductions in the utility
sector. That being said, it is inmportant to maintain
progress on addressing NOx em ssions from ot her sectors,
especially nobile sources, so that all states under the SIP
call are making equivalent levels of effort on all fronts.

In terns of inplenenting EPA's proposed rule, cap
and trade prograns represent the nost cost-effective way.
The cost-effectiveness of em ssions cap and trade prograns
has been successfully denonstrated through the national SO2

trading programas well as other regional prograns.
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Since its earliest work in shaping the acid rain

provi sions, the center has been a strong supporter of
mar ket - based approaches, and we continue to endorse this
approach under the SIP call.

OTAG conducted extensive nodeling to estimte the
cost of several versions of a cap and trade program and
i ndi cated that substantial savings can be achieved. For
i nstance, at a .15 pound per mllion Btu |l evel of control,
movi ng fromrate-based controls to a cap and trade program
| oners costs by from 19 percent to nearly 40 percent per ton
of NOx reduced. This decrease is not insignificant. It can
amount to as nuch as $900 million each year.

In addition, a cap-based system provi des greater
certainty that the applicable em ssions budget will be
achi eved.

Finally, EPA's nodeling indicates that there wll
i ndeed be a healthy market for NOx credits. According to
the nodeling of the cap and trade system |ess than one-half
of all coal plants will need to install SCR  The remaining
may opt for a conbination of |ess aggressive controls and
NOx credits.

The key to taking full advantage of these
opportunities is encouragenent and clear direction from EPA

to the states on the devel opnent of conpatible trading
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progr ans.

One point for EPA to consider as it devel ops a
final rule is the possible inplications on electricity
reliability that may be associated with the proposed 2002
deadline. EPA needs to nmake certain that the deadlines are
reasonable in terns of reliability concerns with the options
of phasing in or opting for a 2004 tine frane. However, |et
me make clear this should not be associated with decreasing
the stringency of the rule.

In closing, | would like to reiterate our strong
support for the follow ng key points contained in EPA s
proposed rul e.

First, that stringent reductions in NOx em ssions
are needed across the eastern half of the United States;

That EPA has the statutory authority to extend
controls to cl ean areas;

That reductions fromelectric generators should be
targeted as the nost cost-effective source;

That em ssions cap and trade prograns offer the
nost cost-effective way to reach our goals.

Thank you.

MR. WLSON. Thank you very much. Thank you both
for comng today. W appreciate it.

That concl udes the w tnesses that we had schedul ed



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

for today.

As | nmentioned earlier,

nmorni ng at nine o' cl ock.

recessed,

1998. ]

[ Wher eupon, at 3:10 p.m,

to reconvene at 9:00 a. m,
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we w il begin tonorrow

the hearing was

Wednesday, February 4,



