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PROCEEDI NGS

[9:15 a. m]

MR. WLSON: Good norning. | think nost of the
faces look famliar fromyesterday, but in case there is
anybody who is new here, I will just nention kind of how we
are wor king the hearing.

It's an informal hearing. Wtnesses aren't sworn
in. W are not cross exam ning, although the panel may ask
a few questions.

We are calling people up in groups of three.
Everybody has five mnutes. Mst of you, |I'msure, have
nore than five mnutes worth of stuff to tell us. Either
witten coments to the record, or if you have a | onger
statenent, we will accept it and include it in the record.

There is a little timng light that is green when
you start speaking, turns yellow with about a mnute |eft,
and then turns red when your tinme is up.

For those of you who have prepared statenents, it
hel ps us for the record and for the court reporter if you
would turn in copies of that statenment ASAP at the reception
desk out si de.

Also, if there is anybody here who wants to
testify who hasn't registered, if you would check in with

the registration desk, we wll get you schedul ed.
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We expect to go until roughly 11:30. Then we wll

take a lunch break. | think we probably have roughly an
hour's worth of folks this afternoon. W kicked around
seeing if we just worked through lunch. W'Il let you know
|ater, but it |looks |like a few people weren't planning to be
here until early afternoon. So we are kind of stuck having
an early afternoon session, but, again, it will probably

| ast an hour or hour and a half, just for people's planning

pur poses.

There is a court reporter. W wll have a
transcript of the hearing. It wll available in the docket
within a nonth, | think.

Wth that, we wll call the first three w tnesses
this norning, Ms. Ellen Shapiro, M. Jerry Levine, and
M. Ben Wiite.

M5. SHAPIRO Good norning. M nane is Ellen
Shapiro. [I'mthe regulatory |liaison manager at the American
Aut onobi | e Manuf acturers' Association. AAVA' s nenbers are
Chrysl er Corporation, Ford Mdtor Conpany and Ceneral Mdtors
Cor por ati on.

AANVA participated actively and with great interest
t hroughout the long and grueling OTAG process. W were
gratified when we saw the OTAG recommendations finally

energe, because they represented a synthesis of the
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i nformati on and vi ewpoi nts presented throughout the process,

i ncl udi ng many of our own. \When we reviewed EPA's SIP call,
however, we were disappointed to find that the agency
apparently ignored or msinterpreted sone of the OTAG
recommendations. | wll address here two issues of
particul ar concern to us.

First, OTAG recomended that EPA "adopt and
i npl emrent by rule an appropriate sulfur standard to further
reduce em ssions and assist the vehicle technol ogy/fuel
systemto achi eve maxi num | ong term performance."”

| note that OTAG said "adopt and inplenent." It
did not say "to anal yze."

The proposed SIP call, however, fails to
i ncorporate any NOx reductions attributable to | owering
gasoline sulfur in the OTAG domain. As we stated throughout
t he OTAG process, if you include nobile source reductions,
then you nmust al so include sulfur control

Gasoline sulfur plays a critical role in
determ ni ng how nuch NOx vehicles will emt, as has been
recogni zed by EPA in its federal refornul ated gasoline phase
Il programand by California in its cleaner burning gasoline
progr am

Reduci ng fuel sulfur levels also will have an

i nportant effect on | owering nobile source em ssions of



N

o o A~ W

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

24

192
hydr ocarbons, fine particulate matter, carbon nonoxi de,

oxi des of sulfur, and toxic air contamnants. It is a class
pol lution prevention strategy because it addresses the input
to a process in order to influence the output fromthat

pr ocess.

We note that the benefits of controlling gasoline
sul fur would be felt imediately across the entire in-use
fl eet of vehicles upon introduction of the fuel. The inpact
of vehicl e design changes, by contrast, takes years to be
felt because it depends on the rate at which new vehicles
enter the fleet.

Some might claimthat the OTAG nodeling failed to
show a significant ozone benefit from reduci ng gasoline
sulfur. As we explained to the OTAG community at the tine,
however, OTAG s nodeling contains certain critical
weaknesses that prevented adequate scrutiny of this
em ssions reduction strategy.

Fortunately, we don't have to rely solely on
nodel ing to eval uate the ozone benefits of reducing fuel
sulfur. W can also look to California' s remarkable rea
worl d decline in the average neasured | evels of ozone of up
to 18 percent during 1996, the year that it introduced its
| ow sul fur, cleaner burning gasoline. W understand that

this progress has been naintai ned during 1997 as well.
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| should note that | was i nfornmed before the

nmeeting that the nunber has been revised downward slightly,
to 14 percent, which I think is still a significant nunber.

While we cannot attribute California' s inproved
monitoring results entirely to the Iow sulfur level of its
gasoline, given the potential role of other factors, this
experience neverthel ess supports the contention that the
OTAG nodel i ng was i nadequate for this particul ar strategy.
It also denonstrates the critical role that fuel sulfur
controls can and nust play in any ozone mtigation strategy
i nvol vi ng nobi |l e sources.

Per haps after EPA revises the MOBILE em ssions
nmodel to incorporate new test data that we and the
Coordi nati ng Research Council recently submtted, and after
nore detail ed anbi ent nodeling occurs, a nore accurate
pi cture for the OTAG domain w || energe.

We are glad that EPA has begun to acknow edge the
i nportance of reducing sulfur in gasoline, and it is our
understanding that it plans to propose a rule on this by the
end of this year. In light of this intent, the OTAG
recommendati on and anpl e evidence of the benefits of sulfur
control, we believe that sulfur limts should be a key
el ement of this SIP call rul emaking.

Qur second comment concerns OTAG s recognition
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t hat additional subregional nodeling using a fine grid is

needed to address outstanding critical scientific questions
about the distance, magnitude and quality of the ozone
transport phenonenon.

EPA apparently believes, however, that OTAG has
nmore or |ess proved that ozone and its precursors travel
very long distances; that this transported pollution
adversely affects downw nd states to a significant degree;
and that a NOx-based control strategy will best mtigate the
transport effect. Therefore, it feels justified in
proposi ng up-front, across-the-board deep cuts in state NOx
budgets before nore definitive information can help states
determ ne opti num budgets and control strategies.

We are troubled by the perception that EPA has, at
best, msinterpreted the OTAG nodeling results and seens to
think that the remaining technical questions will have
little or no bearing on whether the proposed strategy wll
actual Iy work.

AAMA nmenbers agree with OTAG s position and view
the outstanding technical issues as critical.

MR WLSON:. Your time is up. |If you could
concl ude.

M5. SHAPIRO We urge EPA to allow sufficient tinme

for subregional nodeling. W are depending on EPA and the
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states to proceed with intellectual rigor so that we wl|

not have to | ook back in ten years and regret the decisions
made today.

Thank you.

MR, WLSON. Thank you

M. Levine.

MR. LEVINE: Good norning. | amJerry Levine of
Anmoco and I'mhere to testify for the Anerican Petrol eum
Institute and the National Petrol eum Refiners Association.

OTAG greatly increased our know edge of ozone
transport. OTAG s nodeling and air quality results
confirmed several assunptions about transport and refuted
others. For exanple, we |earned that ozone transport is not
a uniformcondition in the eastern half of the U S OTAG s
nodel i ng confirmed that NOx reductions provide by far the
greatest regional ozone reductions. W also |earned that
fuel reformulations are anong the | east effective NOX
reduction strategies. W all recognize that fuel controls
provide primarily VOC reductions, which can provide |ocal
benefits in sone areas.

[ Over head]

MR. LEVINE: Mark will put a slide up which shows
one of the many OTAG fuel runs. This slide was one of the

very |last ones done by the M dwest Mdeling Center at OTAG
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and it | ooks at the inpact of phase Il RFG which gets 6.8

percent NOx reduction throughout the entire 37-state region.
You can see there is essentially no benefit. This is one of
the many fuel runs that were done, all of which showed no
significant benefit.

OTAG di d make several recommendations, though,
relative to the nobile source sector

First, it recommended that the National LEV
program be adopted and i nplenented. EPA has issued its
final rule, and nowit's time for the Northeast states and
t he automakers to commit their involvenent.

Second, instead of reconmmendi ng regi on-w de
application of fuel refornulations, OTAG recommended t hat
EPA anal yze the role of fuel sulfur reductions relative to
the performance of the fleet, and EPA is already doing that
inits effort to examne the need for tier 2 vehicle
em ssion reductions.

| would i ke to quote froma letter fromthe very
esteened Richard D. WIlson, who |last nonth put out a letter
in which he says, "EPA believes that this, the tier 2
process, is an appropriate process for resolving al
gasoline sul fur questions." The letter goes on to say, "At
this point we see no benefit in starting a second process

specific to non-tier 2 vehicles with a different tineline."
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We absol utely agree, and we will participate and

cooperate with the process.

Finally, OTAG asked EPA to exam ne the cost and
benefits of a cetane adjustnent to diesel fuel. EPAis in
the process of doing that. APl and NPRA are participating
and will cooperate in that al so.

Now to the proposed SIP call. W are pleased that
EPA has deci ded to pursue cost-effectiveness as a prinmary
criterion in devel oping state NOx budgets.

Thr oughout the OTAG process, APl and NPRA have
urged the OTAG states and EPA to exam ne the
cost-effectiveness of all fuel control neasures in crafting
NOx reduction strategies.

Regardi ng fuel controls, OTAG s data show t hat
fuel reformulations are anong the | east cost-effective
options. This is because it's very expensive to reduce NOX
t hrough fuel reformul ations and the NOx reduced is mninmal.
In short, fuel refornul ati ons were anong the nost expensive
prograns exam ned by OTAG as confirmed by New Hanpshire's
anal ysis when they listed 59 different NOx control
strategies and fuels were right at the bottomof the |ist.

We have ot her concerns al so. For exanple, EPA has
failed to define "problemarea” and "significant inpact”

relative to ozone transport. EPA has not quantified the
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benefits to nonattai nnent areas fromreductions in

transported em ssions. The benefit of em ssion reductions
decrease with downw nd di stance. | think we all recognize
that. But there has been no attenpt to optim ze reduction
strategies to inprove cost-effectiveness.

Finally, EPA did not include any discussion of the
fuel nodeling runs in the proposed rule. These runs, as we
put up on the screen, were an integral part of OTAG s
nodel ing effort and show that fuel controls, as |I've said
several tinmes now, do not provide any significant ozone
transport benefit.

We al so have sone | egal concerns with the proposed
rules, sonme of which relate to the proposed SIP call to
i npl enment the new 8-hour NAAQS standard. W don't agree
t hat EPA has authority to issue a SIP call based on the
8- hour standard when no nonattai nment areas have yet been
designated for that standard. The SIP call should be
l[imted to the 1-hour standard.

In closing, | want to recogni ze EPA for using
cost-effectiveness as prinmary guidance in preparing state
NOx budgets. |In that spirit, we support EPA's approach to
the nobil e source budget. W think EPA s decision
recogni zes the follow ng concerning nobile source em ssions:

that they have been significantly reduced over the past
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several years, and both the automakers and fuel people

deserve credit for that; nore controls are planned in the
future; and further reductions to address regional transport
are not cost-effective.

Thank you.

MR, WLSON. Thank you

M. Wite.

MR. WHI TE: Good norning. M name is Ben white,
and |I''m manager of environnental services for Carolina Power
& Li ght Conpany, headquartered in Raleigh, North Carolina.
CP&L is an investor owned utility serving approximately 1.1
mllion residential custoners throughout North and South
Carolina. W have about 5,300 negawatts of installed
coal -fired capacity on our systemthat would be potentially
affected by the NOx budget identified in the proposed rule.

Let nme begin by saying that we believe the SIP
call distorts the OTAG record with regard to North and South
Carolina. W do not believe that OTAG concl uded t hat
additional controls for North and South Carolina were
needed. In fact, the states believed that further study was
necessary for North and South Carolina because the OTAG data
did not denonstrate significant contribution for North or
South Carolina. Thus, EPA's reliance in the SIP call on the

OTAG record with regard to North or South Carolina for its
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one-size-fits-all controls is m sfounded, in our opinion.

Movi ng beyond the OTAG experience, in ny remnaining
time let me make four points.

First, EPA should offer additional time for
coment on the proposed rul enmaki ng. Ozone formation and
transport is a very conplex issue, and the resolution of our
nation's ozone problenms will have huge cost inplications.

We cannot afford to make costly errors in selection of
policy options to solve this problem

The technical record needed to evaluate this
proposed action is not conplete. W urge EPA to grant
additional tinme for review of the record, for conpletion of
addi ti onal photochem cal nodeling, and for the preparation
of conment.

Second, we | ook forward eagerly to offer detailed
coments on several key legal issues. W do not believe
that EPA can justify action on the basis of neeting the new
8- hour ozone standard. |In this regard, the Cean Ar Act
defines an orderly process which nust be followed to
desi gnate and devel op plans to neet our air standards, and
it is premature to define a NOx budget based on the new
8- hour standard.

Al so anong the key |legal issues, we do not believe

that EPA can, in what we believe to be a largely arbitrary
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manner, group states in order to make denonstrations of

contribution to anbient air quality in any downw nd areas of
concern. This is not supported by the Act and would | argely
elimnate the opportunity of individual states to manage

t heir resources.

As a third item EPA nust | ook beyond 2002 as the
date to achieve the em ssion reductions identified in the
proposed rule. It's sinply not possible for the states and
i ndustry to neet these budget levels in the year 2002
W thout risking major disruptions in electrical supply
across the eastern U. S

Lastly, we believe that EPA's SIP call should have
focused solely on designated 1-hour nonattainment areas in
its nodeling efforts. As you are aware, no ozone 1-hour
nonattai nnent areas exist in North or South Carolina.
Therefore it's hard to imagi ne that em ssions fromthe
Carolinas could contribute to nonattai nment in other states
when we have no nonattai nnment areas of our own. The
Carolinas are not |like the northern tier of states in our
nmet eorol ogy or in our em ssion characteristics, and we
shoul d not be sinply lunped with the other states to the
north or west of our region.

Carolina Power & Light Conpany has a record of

cooperating with our regul atory agencies to achieve the
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goals of the Clean Air Act. W've worked with our state

| eaders in North and South Carolina to achieve a favorable
econom c climate for our citizens and for business

devel opment. We will continue to work constructively in
this manner.

The EPA proposed action is just sinply premature.
We strongly support conpletion of additional refined air
qual ity nodeling studies and eval uati on of the
cost-effective alternative strategies to mtigate ozone
formati on before reaching a final decision regarding
em ssion control strategies to address the ozone transport.

We thank you for this opportunity to comment. W
will be outlining our positions in nore detail before the
cl ose of the comment peri od.

MR, WLSON. Thank you

M. Wiite, we had sone testinony yesterday about
the schedule's conpliance tine. W had sone testinony
suggesting the tinme schedul e we proposed was sufficient, and
obvi ously you don't feel that way.

MR WHITE: No, | don't. It could be net, but I
think to do an orderly scheduling of outages needed to make
the nodifications to the facilities it would take nore tine.
We believe it would take to maybe 2004 to neet it and

schedul e the outages such that we didn't have power
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short ages.

MR. WLSON: If you could give us the underlying
anal ysis, at |east for your conpany, why that would work
that way, it would be hel pful

MR VWH TE: W believe that the delay in tinme that
it will take for the states to determ ne the anmount of
reductions required, to review the options avail able to neet
t hose reductions, and then to schedul e the outages to
i npl emrent those nodifications will take nore tinme than 2002
woul d require for us.

MR WLSON. M. Shapiro, you nmay have said it and
| mssed it, but is it your view that states should be
adopting sulfur fuel requirenents as part of their response
to the OTAG SIP call?

M5. SHAPIRO No. The states recommended that EPA
adopt and inplenent a sulfur rule for the OTAG donmai n, which
is the domain in which they were concerned. W support a
sulfur Iimt across the United States, as you well know. In
any case, | think the reductions that could be attributable
to that change ought to be included in the em ssions
inventory for this SIP call

MR WLSON: | see. Thank you all very nuch.

The next panel is Ms. Nancy Barbour, M. Yvonne

Mclntyre, and M. Louis Pocal ugka.
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M5. BARBOUR: Good norning. M nanme is Nancy

Bar bour, and I'mdirector of federal governnment affairs for
the M chi gan-based | aw firm Dykema Gossett. |'m speaking
today on behal f of SMCOG the Southeast M chigan Council of
Governnments. SMCOG is a voluntary organi zation of |oca
governnments covering seven counties and 4.7 mllion people
whose nenbership i ncludes approximately 140 | ocal units of
gover nnent .

SMCOG is the designated lead |ocal air quality
pl anni ng agency under the U S. Cean Air Act. In this
capacity, SMCOG plays a major role in devel oping state
i npl enentation plans for the southeast M chigan region.

Because of the time limtations inposed for
today's hearing, | will be unable to conpletely el aborate on
all of the points SMCOG wi shes to raise. A nore conplete
set of cooments will be submtted by the March 9th deadli ne
on this rul emaki ng.

| would Iike to enunerate sone of the mmjor
concerns with the proposed rule.

1. The basis for U S EPA s action is wong.
EPA' s net hodol ogy for determining the culpability of states
for significant ozone transport is scientifically flawed.
Mor eover, EPA' s nethod for determ ning state em ssion

budgets and em ssion reductions is in error because it is
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based on cost of em ssion reductions. It should have been

based on quantified benefits of the ozone reductions that
woul d accrue downw nd.

2. EPA has failed to appropriately address the
i ssue of what constitutes significant transport. Wether
one state has contributed significantly to another state's
nonat t ai nnent depends in large part on the nonattai nnment
state's contributions to its own problens. It also depends
on the contribution of other source states. U S. EPA has
not consi dered these issues and has opted to consider
virtually any transport as significant.

3. EPA ignored OTAG s finding that nost ozone is
caused by em ssions in the nonattai nment areas thensel ves
and em ssions from nearby states by proposi ng naxi mum
em ssion reductions in all the cul pable states.

4. The additional subregional nodeling called for
by OTAG nust be allowed to occur before any reasonabl e,
scientifically based decisions can be nade about em ssion
reduction requirenents in the various states.

5. The quality and |l evel of detail in the
em ssion inventory data EPA used to nmake its proposed
em ssion reduction budgets are totally inconsistent with al
of the requirenents the agency has for years inposed on the

states for the purpose of state inplenentation planning.



N

o o A~ W

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

24

206
EPA cannot inpose one set of standards for em ssion

inventories on the states and another on itself.

6. For all these reasons, EPA should extend the
120-day comrent period in a manner consistent with
di scussions held at OTAG During OTAG EPA indicated that a
year woul d be provided for subregional nodeling to occur.

Anot her technical concern is that the EPA has
|argely ignored the air quality disbenefit sonetines
associated wth em ssion reductions of nitrogen oxides.
Earlier studies associated with the state inplenentation
pl anni ng i n sout heast M chigan indicated that em ssion
reductions of nitrogen oxides could quite |likely cause
i ncreases of ozone in southeast Mchigan. This is largely
ignored in the EPA SIP call. The process EPA used for
identifying culpability and apportioni ng em ssion reductions
di sregards the disbenefit issue. U 'S EPA should officially
acknow edge the di sbenefit phenonena and account for it in
the em ssion reductions targeted in the final rule.

Finally, a policy concern. EPA s current process
of dealing wth ozone transport first and conpliance with
t he new ozone air quality standard through | ocal neasures
second is backward fromthe perspective of |ocal elected
officials. The local elected officials of southeast

M chi gan and the | awmakers of M chigan are being asked to
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take action now to address ozone transport and will be asked

again later to address local air quality.

We do not agree with U S. EPA' s claimduring the
rul emaki ng on the new national anbient air quality standard
for ozone. At this tinme, EPA clainmed the controls to
address ozone transport would bring nost areas into
conpliance with the new 8-hour standard. To date there has
been no clearly defined, broadly supported denonstration
that any particular mx of controls, whether |ocal or
t hrough transport, would bring southeast M chigan into
conpliance wth the new rigorous anbient air quality
standard for ozone.

The state of the art in ozone nodeling changed
during the OTAG process. Mddels are now avail abl e and can
be used by EPA and the states to help devel op the
i nformati on necessary to make common sense, scientifically
supported decisions. Several parties in Mchigan are
wor ki ng toward that end.

Thank you for this opportunity.

MR, WLSON. Thank you

M5. McINTYRE: Good norning. My nane is Yvonne
Mcl ntyre, Washington representative for the Detroit Edi son
Company, which is the electric utility serving nearly two

mllion custoners in southeastern M chigan.
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Detroit Edison is willing to do its fair share to

address the ozone transport issue. However, we do not
believe that, based on technical information currently
avai l abl e, the drastic NOx em ssion reduction assunmed for
fossil-fired electric utility boilers is justified. W take
this position because we feel EPA has failed to:

(1) Establish that M chigan or any other state
contributes significantly to ozone nonattai nnment in other
st at es.

(2) Allocate em ssion reduction requirenents based
on a state's proportional contribution to the problem

(3) Provide adequate tinme for states to conduct
| ocal or subregional analyses to better define appropriate
| evel s and timng of controls.

Detroit Edison has already taken steps to
substantially reduce ozone precursors. As a system we have
been in conpliance with the phase Il Title IV Iimtations
for NOx since 1996. This was fully five years prior to the
year 2000 conpliance date. |If necessary and appropriate,
addi tional reductions will be made to satisfy our ozone
transport responsibilities.

But therein lies the crux of this issue. W
question whet her EPA s proposed actions are indeed necessary

and appropri ate.
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The two and a half year study of ozone in the

eastern U. S. conducted by OTAG concl uded that regional NOx
reductions are effective in produci ng ozone benefits but
that the greatest benefits were realized in the subregion
where the em ssion reductions were nmade. This led OTAGto
recomend the need for additional nodeling and anal ysis as
the states develop their specific control strategies and
ranges of utility and non-utility NOx controls for
i npl ementation in nuch of the OTAG region

Unfortunately, EPA has seemngly ignored the
advice to | ook at ranges of control and set the nost
stringent utility NOx em ssions limtations considered in
the OTAG process for all power plants of the 22 states
af fected by the proposed ozone transport SIP calls.

Further, EPA has allowed states only 120 days to
prepare the necessary technical support to challenge the
reduction requirenents, and this analysis nust be conducted
in cooperation and partnership with other upw nd and
downwi nd states. This |limted tinme that has been provi ded
by EPA to acconplish this task is clearly inadequate.

EPA utilized OTAG nodeling results to target the
states affected by the proposed SIP call. Section
110(a)(2)(D) of the Cean Air Act, which EPA cites as the

| egal basis for the SIP call, which we do not agree with
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refers to one state's em ssions inpact on another state's

air quality. There was no state-by-state nodeling done by
OTAG. M chigan recogni zed this deficiency and had

suppl ement al anal yses done to understand the state's
contribution to ozone transport. The results, which were
presented to OTAG in April 1997, indicated the follow ng:

1. The elimnation of all manmade em ssions in
M chi gan did not produce w despread air quality benefits for
downwi nd areas exceeding the 1-hour ozone standard.

2.  The maxi num benefit of nmassive reductions of
utility em ssions cut by 85 percent during periods of high
ozone was m ni mal .

3. The difference in downw nd benefits between
i npl enenting controls that would reduce em ssions by 85
percent and those that woul d reduce em ssions by 55 percent
wer e indiscernible.

4. The increnental increase in cost between a 55
percent and an 85 percent reduction in utility emssions is
extensive, nearly $400 mllion for Detroit Edison alone. 1In
our opinion, a waste of resources at a tinme when there are
numerous potential air quality issues to address.

These results do not support the actions taken by
US. EPAin the proposed SIP call. M chigan concl uded that

an alternative approach nust be utilized to establish a fair
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and equitabl e neans of addressing ozone transport.

The devel opnent of an inproved source
apportionnent nodel, the CAMK nodel, late in the OTAG
process has made this possible. CAMk, which is an ozone
grid nodel simlar to UAMV, has the ability to track ozone
and its precursors froma source region to a receptor area.
This tool can be used to assess the inpact of one state on
an ozone nonattainment area in another.

CAMK is the foundation of M chigan's proportional
responsi bility approach. Once the significant contributors
to an ozone problem area are established, each state's
proportional share of the solution can easily be cal cul at ed.
Then it is up to each contributing state to determ ne what
em ssion reductions will be required to provide the
necessary ozone benefit in the problemarea. This approach
allows a state with an ozone nonattai nnent area to
approximate the | evel of ozone reduction it can expect from
upw nd st at es.

M chigan has utilized this approach with OTAG
dat abases to determine the | evel of em ssion reduction which
may be required to satisfy the state's ozone transport
responsibility. Prelimnary results show that em ssion
reductions beyond those identified at OTAG | evel 1 woul d not

be necessary. Again, EPA s proposed SIP call is not
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supported by this anal ysis.

The 120-day conmment period is sinply too short.

We believe that EPA should extend the comrent period to
allow states sufficient tinme to determne their proportion
of contributors to nonattai nnment in other states.

Thank you for this opportunity to comment. W
will be submtting detailed comments by March 9th.

MR. WLSON: Thanks.

MR, POCALUJKA: Good norning. |'mLouis
Pocal uj ka, senior environnmental planner at Consuners Energy,
based in Jackson, Mchigan. W appreciate this opportunity
to share with you the concerns of our conpany regarding the
agency's proposed rul enaki ng.

Consuners Energy is the nation's fourth | argest
conbi nation electric and gas utility. W provide service to
all 68 counties in Mchigan's |ower peninsula, including 6
mllion of the state's 9.5 mllion residents.

Consuners Energy believes that the proposed
rul emeking is at best premature. It is based on faulty and
inconplete information, fails to provide the affected states
adequate tine to review and cormment, and fails to
realistically consider the econom c consequences relative to
t he environnental gain.

The proposed rul enaking relies heavily on the OTAG
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process. Yet it avoids nmany of OTAG s key recomendati ons.

OTAG was an extraordi nary undertaking, but it was
constrai ned by schedule and conputer limtations as well as
the political concessions needed to keep 37 states and their
affected stakeholders at the table. OTAG was but a single
step in a nultistep process. OTAG deliberately avoi ded
defining what constituted significant transport. OTAG
recomended that states must have the opportunity to conduct
addi tional |ocal and subregional nodeling in order to
devel op and propose appropriate |levels and tim ngs of
controls. This included the ability to nodify statew de
t onnage budgets proposed by EPA

Finally, OTAG repeatedly enphasi zed that the ozone
reduction benefits occur in the near vicinity where the
em ssion reductions were nade.

The proposed rul enaki ng sets NOx budgets for the
affected states. These budgets are based upon faulty
em ssions inventory data with generally poor docunentation.
This em ssions inventory does not conformw th the standards
to which a state would be held in preparing a SIP quality
inventory. Yet the em ssions inventory is the crux of any
nmodel i ng anal yses that the states will use to challenge U S
EPA' s proposed budgets and controls.

The proposed rul emaki ng would conmt the affected
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states to billions of dollars in controls. Yet it does not

explore culpability or significance levels. Rather, it
relies on a vague and circuitous wei ght of evidence
argunent. Nor does it take into consideration the relative
envi ronment al benefits that would be derived by varying

| evel s of controls as a function of cost. Such |ogic was

i ntroduced during the OTAG process.

The proposed rul enaki ng assunes that it is
technologically and economcally feasible to inplenent the
maxi mum | evel of NOx controls on all coal-fired electric
utility boilers, but it does not consider the ability to
adapt new control technology to existing units. Nor does
t he rul emaki ng account for how so many units, spanning 22
states can be nodified to the maxi num |l evels of control
during the period 1999 to 2002.

The proposed rul enaki ng does not account for such
practical considerations as the limted experience in
retrofitting large units with SCR technology, the limted
nunmber of SCR equi pnent vendors, the fact that there are no
donestic suppliers for critical SCR conponents, the
| ogi stics of scheduling outages while still providing
reliable power to the custoners in 22 states, and the length
of time needed to secure the necessary environnmental permts

and nodified risk managenent plans at the affected
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facilities.

Consuners Energy initiated an engi neering review
of its facilities in late 1997. This analysis, still in
progress, is |looking at a broad spectrum of control
technologies, the ability, logistics and cost to inplenment
t hose technol ogi es at each of our individual units. This
study will lead to a recommendati on on what can
realistically be inplenmented at each unit.

One thing is virtually certain. Consuners Energy
will not be able to neet U S. EPA's tine frane for the
targeted reductions. Qur analysis wll be conpleted in the
spring of 1998, after the close of the coment period.

In M chigan we began preparing for this proposed
rul emaki ng before OTAG reached its conclusion. Qur goal was
to be able to follow OTAG s | ead by providing refined
nodel i ng anal yses and determ ning a strategy that would
reduce the state's contribution to transport. Wth that
head start, we know that it is inpossible to provide the
necessary |level of detail for comments by the March
deadline. W are limted by the em ssions inventory and the
schedul e.

The proposed rulenmaking will result in billions of
dollars in cost to the nation with serious ramfications to

the nation's energy and econom c policies. Consuners Energy
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requests that U S. EPA reconsider its position and extend

the coment period. W also request that the states be
given the tinme necessary to conduct proper refined nodeling
anal yses so that they nay adequately assess their
contributions to transport, define state strategies that

w || provide necessary, neaningful and cost-effective
reducti ons.

W will file nore detailed witten conments w thin
t he comment deadline. Thank you.

MR. WLSON: Thank you very much.

MR. SEI TZ: Just one to Ms. Barbour and
M. Pocal ujka. You both made the comrent concerning the
em ssion inventory procedures that were foll owed here versus
the em ssion inventory procedures that are followed by the
states. | assune in your detailed coments you will cite
specifically where that difference is. | don't need it
t oday, but just make sure that your comments address that,
given the process that we went through to get that. |'ma
l[ittle unclear on that.

In addition, | think, M. Barbour, you said
sonet hi ng about state and | ocal areas should be given the
opportunity to plan first. | need hel p understandi ng. For
i nstance, southwestern Mchigan is also part of M chigan.

The issue there is that they would say Chi cago needs to do
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sonething first. So there is a certain contradiction within

the State of M chigan. Could you help nme understand that?

M5. BARBOUR. It's a conplicated state. W wll
address that in our witten statenents. SMCOG could not be
here today, and |I'm hel ping them out by being here. |'m not
the technical expert. So I'd |ike to be able to respond to
all of your questions in witing, if we mght.

MR, SEITZ: That would be helpful. Could you just
touch on that point? | understand the southeastern and
sout hwestern issue within Mchigan. On one side you appear
to be saying let us plan first, but on the other side you
pointed to Chicago. So | need a little help there.

MS. BARBOUR: (kay.

MR, HOFFMAN. Ms. Mclntyre, could you describe
M chigan's nodeling in a little nore detail? Are you
famliar with it?

M5. MCINTYRE: |, as well, amnot the technical
expert. |'mthe Washington representative. Qur technical
peopl e could not be here today. So | can't go any nore into
t he CaMk nodel because | am not that nuch up on it either.

MR. POCALUJKA: | can provide a little bit of
detail if you are interested.

MR, HOFFMAN:. \What receptor areas is the node

| ooki ng at?
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MR, POCALUJKA: We've identified 12 receptor

regi ons and 24 source regions for the analysis that we are
conducting. W selected source and receptor regions that
are of interest to the State of M chigan, and we have done
sonme grouping of the Northeast states, some groupings of the
sout hern and Sout hwest states; we've |ooked at individual
i npacts fromparticular states. W have used one of the
OTAG epi sodes, the 1995 episode, and we intend to | ook at
the ot her episodes to be sure that the results are
consi stent.

MR. HOFFMAN:.  You have 24 source regions. Not
just the State of Mchigan then. Are you |ooking at the
i npact of em ssions from M chigan on various receptor
regi ons?

MR. POCALUJKA: Portions of Mchigan are
identified as individual source regions for our interests.

MR. HOFFMAN:. | see. So 24 source regions within
M chi gan?

MR, POCALUJKA: No. W are |looking at 24 source
regi ons over the OTAG donai n.

MR. HOFFMAN:  Ckay.

MR. SEI TZ: But then subregions wthin M chigan?

MR. POCALUJKA: Yes. For exanple, we are |ooking

at the different situations on the west side of the state as
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well as the southeast side of the state, both as source and

receptor areas.

MR. SEITZ: To outside receptor areas?

MR, POCALUJKA: W are looking at it both ways.

MR, HOFFMAN:. When do you expect it to be
conpl et ed?

MR. POCALUIKA: We will share this information
with you. W are bringing the information into the LADCO
process as well, trying to integrate it into the planning
process that goes into analyses that LADCO wi Il be
conducting in the future.

MR SEITZ: | thought in your testinony you said
the nodeling will be done in the spring of 1998.

MR. POCALUJKA: Qur nodel ing?

MR SEI TZ: Yes.

MR. STOLPMAN:  What is the timng on the results
of the nodel ?

MR. POCALUIKA: We will have prelimnary results
ready wwthin the corment period. W wll continue to refine
t he nodeling and the results.

MR. WLSON:. Thank you all very nuch for com ng.

The next panel is M. Mitthew Hare, M. David
Arthur, and M. David Tayl or.

MR. HARE: Good norning. M nane is Matthew Hare.
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|"mthe director of regulatory affairs for the M chigan

Manuf acturers Association. MVA is a nmenbership organization
of over 4,000 manufacturers, fromthe Big Three to the nom
and pop operations. CQur nenbers enploy 80 percent of the
manuf act uri ng workforce in M chigan and generate billions of
dol lars in our econony.

Due to tine constraints, today | can't go into al
the necessary details we have regarding the SIP call, but
there are a very few issues that cut across all SIC codes
and rai se concerns by nenber conpanies, big and snall.

Recent debate, and now initiatives on air quality,
is one of those issues. Wiether it is the new NAAQS
standards, | ocal climte change, section 126 petitions,
regi onal haze, or now this proposal, the cul mnation of it
all will result in a devastating inpact on our manufacturing
menbers.

| do not want to suggest that forcing Mchigan to
pi ck winners and | osers through a NOx budget will result in
manuf act urers goi ng out of business or pulling out of urban
areas or forcing themto head overseas. | would suggest
that if you inplenent this proposal along with the other EPA
proposal s, all of that, however, will probably occur.

You nust not exam ne the inpact of the SIP cal

Wi thin a vacuum Rather, you nust consider the totality of
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your actions on M chigan busi nesses.

MVA, through nenber conpanies, was able to observe
t he OTAG process. Based on our observations and the
resulting SIP call, we see little environnental gain, yet
ext ensi ve econom ¢ damage.

MVA encourages EPA to allow a nore accurate
em ssions inventory database to be created to conduct the
OTAG recommended subregi onal nodeling. W also recommend
providing definitions for "cul pable" and "significant." W
al so request that a true cost-benefit analysis be properly
conducted, and the cost-benefit analysis should take into
account whether it's technologically or economcally
feasible to inplenent the type of controls that are required
on current and new facilities.

Thi s proposal is based on an ignorance of the
facts that show, through CAMK nodeling, Mchigan transport
is not a significant factor in downw nd areas. CAM
nmodel i ng shows Nort heast ozone problens are due to their own
regi onal em ssions, nodeling that shows by reducing
significantly our em ssions there is little to no
i nprovenent in downw nd areas that exceed 124 parts per
billion.

Finally, MVA requests nore tine to thoroughly

study these and other issues. The stakes are high and your
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actions should result in attainment of your goal.

Clearly, based on data, many woul d suffer an
econom ¢ burden whil e your environnental goal would remain
out of reach.

Thank you.

MR, WLSON. Thank you

MR. ARTHUR Good norning. M nane is David
Arthur, and I work with the firmof Dykema Gossett. | am
speaki ng today on behalf of the City of Detroit. The Gty
of Detroit is one of the nenbers of the Sout heast M chi gan
Counci | of Governnents.

| want to start by indicating that the Cty of
Detroit concurs with all of the coments nmade by SMCOG
earlier this norning by Nancy Barbour. However, | need to
take a couple of m nutes and address sonme ot her issues of
particul ar concern to Detroit.

Through the adm ni stration of Mayor Dennis Archer,
the Gty of Detroit has been working aggressively with the
federal government on a variety of initiatives, all of which
are targeted towards revitalizing the city. Sonme exanpl es
include our initiatives on brownfields, the designation of
parts of the city as federal enpowernent zones, and nore
recently, our initiatives on sustainable devel opnent.

These partnerships are all pieces of a |arger
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puzzl e which is being put together to build a strong,

healthy Gty of Detroit. That is one reason the Gty of
Detroit is very concerned with the proposals on ozone
transport proposed by EPA

Detroit and sout heast M chigan were recently
redesi gnated as in conpliance with the very tough 1-hour
standard for ozone. This was the result of many years of
regul atory prograns and maj or investnent by businesses and
the citizens of Detroit in pollution control neasures.

The city on several occasions expressed deep
concerns with U S. EPA's proposal on a new air quality
standard for ozone. Despite the city's objections, EPA
noved ahead and finalized the standard.

This SIP call indicates our concerns were well
founded. We cannot now nove forward using extrenely limted
informati on and ask for new pollution controls from areas
like Detroit to address transport. Asking the citizens of
Detroit to bear the cost of these major new controls to
address transport first and then to ask citizens to pay
again for local controls to address the new stringent
standard at a |ater date is poor public policy.

We are concerned that southeast M chigan has not
first been given the opportunity to assess what neasures

woul d be necessary to achi eve the new 8-hour standard
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promul gated by EPA. Al urban areas with air quality

probl ens should be allowed to do the sanme. These |oca
anal yses woul d be the basis for areas to denonstrate that
t hey have done all they can to achieve this new standard.
They could, for instance, denonstrate that some |evel of
controls in specifically identified areas upwi nd are
necessary and nore cost-effective than what coul d be done
| ocal ly.

This is especially inportant to Detroit because
earlier studies indicated that reductions of nitrogen oxides
proposed by U S. EPA may indeed result in worse ozone air
qual ity.

Make no m stake. Air quality and a clean, healthy
environment are top priorities in the coneback of the City
of Detroit, but we nust be reasonably sure that the actions
we take will achieve the ends we seek. W sinply cannot
afford to cone back later toredo it. This is especially
inportant to Detroit and sout heast M chigan as the hone of
the autonobile industry. Wether locally or nationally
i nposed, new controls at manufacturing facilities,
utilities, and on the em ssions fromnew cars all inpact
bot h our industrial and commercial econom c base.

In closing, | would like to indicate that the city

is particularly troubled that U S. EPA s proposed rul emaki ng
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was made wi thout conplete sets of data needed to respond

adequately. | hope you agree after this hearing that this
is not the way we want to nmake environnental policy.
Detroit requests the public conment period be extended, as
i ndi cat ed by SMCOG

Thank you for the opportunity to comrent.

MR, WLSON. Thank you

MR. CONNAUGHTON: Good norning. M nane is Jim
Connaught on, speaking for M. Taylor. These coments are
submtted on behalf of St. Joseph Light and Power Conpany,
which is located in St. Joseph, Mssouri, in the western
portion of M ssouri.

My remarks today are limted to one aspect of the
proposed rul emaki ng, and that is that we question EPA' s
determ nation to include the western coarse grid portion of
M ssouri in the SIP call.

As you know, the nodeling conducted by OTAG
di vided the 37 participating states into broad sections
defined as part of a fine grid and coarse grid. Fourteen of
the states are split between the coarse grid and the fine
grid. OTAG had recommended that only the fine grid portion
of those states be included in the program

EPA, however, has arbitrarily chosen to include

the entire portion of seven of the 14 split states, which
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includes Mssouri, inthe SIP call. Seven other split

states are conpletely excluded. EPA has offered three
reasons for including entire states instead of the fine grid
portions of a split state in the NOx reduction program

First, EPA has said that the division between fine
and coarse grid areas was based in part on technica
nodeling imtations.

Second, the additional em ssions decreases wl |
hel p downwi nd nonattai nnment areas.

Third, a statew de budget creates fewer
admnistrative difficulties than a partial state budget.

| want to address each of these reasons.

First, EPA doesn't explain what nodeling
limtation supports the result that the whole of a split
state should be included rather than the fine grid part of a
state. The only explanation we have been able to obtain is
that the nodel was based on a grid and not on state
boundaries. In other words, the technical limtation
apparently was an inability to nodel based on state
boundari es.

That fact, however, does not justify requiring the
coarse grid part of a state to conply with the NOx reduction
program On the contrary. Based on the information and

data that has been generated to the best of our ability
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t hrough the OTAG process, the only justifiable policy choice

is to include the whole state when the whole state falls
within the nodel's fine grid, and to include only the
relevant fine grid part of a state when the grid divides the
state. That's the technical information we have avail abl e
to us today.

Concerni ng EPA' s second point, even if it were
true that the inclusion of the coarse grid portion of a
split state may hel p downwi nd nonattai nnment areas, that is
not the relevant inquiry. The relevant inquiry is whether
the coarse grid areas significantly contribute to downw nd
nonattai nnent. EPA has al ready answered that question in
its SIP call by not including states that fall conpletely
within the coarse grid area in the proposed program

Finally, and also insupportable, is EPA s point
t hat whol e-state budgets create fewer adm nistrative
difficulties. Mssouri Ar Pollution Control Program
Di rector Roger Randol ph has stated that there are no
admnistrative difficulties for Mssouri in dividing the
state between coarse and fine grid sections.

In fact, nunerous parts of the Mssouri SIP today
al ready deal pieceneal with the St. Louis, Kansas City or
other areas of the state. There is no reason why that sane

ki nd of approach can't be applied here.
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If the alleged adm nistrative difficulties are

federal, it wasn't clear in the agency docunents. EPA has
not identified what any federal admnistrative difficulties
m ght be.

The nost telling point to be nade agai nst
i ncluding the whole of a split state in the programis that
OTAG itself recommended that em ssions from sources in the
coarse grid portion of states be exenpted fromthe budget
calculation. In other aspects of the proposed rule EPA
defers to OTAG recommendations. W fail to see why EPA
chooses to ignore OTAG s conclusion on this critical issue.

Finally, we agree with M. Randol ph fromthe
M ssouri air pollution control program who has publicly
stated that the EPA proposal to include a whole state
instead of the fine grid part of a state makes no sense. In
M ssouri's situation, EPA s proposal would produce the
anomal ous result of regulating western M ssouri emn ssions
because they may inpact the Lake M chigan area while at the
sane tinme not regulating |lowa em ssions, which are far
closer to Lake M chigan. 1In fact, because of prevailing
wind currents, western Mssouri's regul ated em ssi ons woul d
float over and mx with unregul ated em ssions of lowa. This
result is nonsensical and technically insupportable.

The M ssouri APCP has indicated that it will be
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aski ng EPA to accept OTAG s recommendati on and include only

eastern Mssouri in the program

I n conclusion, we strongly urge EPA to adopt the
recomendati ons of OTAG the group that spent the tine,
noney and made the effort to find appropriate solutions for
this conplicated problem |If EPA proceeds with the NOx
reducti on program EPA should not include the western coarse
grid portion of Mssouri.

Thank you.

MR, WLSON. Thank you

M. Arthur, on the Detroit situation, | was a
little confused by your testinony. Maybe you could help or
at least submt sonething for the record later. Qur
analysis, if | renmenber right, for Detroit indicated that
with the proposal Detroit would not only stay in attai nment
with the current 1-hour standard but would also attain the
8- hour standard and woul d be eligible for the so-called
transition area classification and avoid the need for
additional local controls. Are you famliar with that?

MR ARTHUR | will comrent on that briefly, but
we W ll submt in our conments. W have sone concerns about
the transitional area that is identified in the final regs.
Concerns about citizen suits, for instance, and what may be

done about that. W wll address that | ater. | do
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recogni ze your point.

MR WLSON: It would seem del ayi ng or reducing
t he amount of reductions that the SIP call would achieve
woul d put Detroit in nore jeopardy vis-a-vis being
desi gnat ed nonattai nnent and being required to cone up with
| ocal nmeasures as part of a SIP call.

MR. ARTHUR I'll make sure our coments include
t hat .

MR. HOFFMAN. M. Arthur, so far as you know, wl|
M chi gan have any difficulty in conpleting its SIP called
for within the 12-nonth peri od?

MR. ARTHUR | don't know the answer to that.

MR. WLSON: Thank you very much for com ng.
Apparently M. Lunan, who was on the |ist,
canceled. So the next panel is M. Bruce Carhart, M. David

Wbol ey, and M. John Paul .

MR. CARHART: Good norning. M nane is Bruce
Carhart, and I amthe executive director of the Ozone
Transport Conm ssion. The Ozone Transport Comm ssion, or
OTC, was created by Congress in the Cean Air Act Amendnents
of 1990 to coordinate planning for ground-Ievel ozone
control in the ozone transport region, or OIR, an area
stretching fromthe Virgi nia suburbs of Washington, D.C., to

Mai ne.
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Thank you for the opportunity to submt comrents

today on EPA s proposed call for revisions of state
i npl enentation plans, or SIPs, for ozone which was published
i n Novenber of |ast year. Gound-|evel ozone is a mgjor
public health problemin the Northeast and Md-Atlantic
states as well as in other parts of the eastern United
States. EPA's proposal therefore is a critical effort for
addressing the need for reducing harnful em ssions which
contribute to the problem

Since its inception, the OIC has advocat ed
em ssion reduction prograns for ozone precursors. The OIC
has especially supported regional reductions of em ssions of
nitrogen oxides, or NOx. Sone of the prograns that the OTC
has advocated are | ow em ssion vehicles and reductions of
maj or stationary source NOx em ssions through the OTC NOx
Menor andum of Under st andi ng, or MOU.

The OTC NOx MOU was originally approved by the OIC
on Septenber 27, 1994. Since that tine, the mechanisns to
i npl ement the OTC NOx MAU continue to be devel oped and
adopted by the states of the OIC, including a regional NOx
em ssions trading program Al OIC jurisdictions except
Virginia are signatories to this MOU. W are convinced t hat
this proactive effort by our states will provide us with

substanti al ozone control benefits.
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We have endeavored to inplenent the full neasure

of em ssion reductions required by the Clean Air Act while
realizing early on that those neasures al one woul d not
provide for attainnent in our region. After the OTC was
initiated, we began to devel op prograns to achieve
substanti al additional reductions, including the OIC NOx
MOU. It is worth noting that this includes inplenmentation
of NOx budget caps and a nechanismto allow interstate NOx
em ssions trading.

Nevert hel ess, our work for sone tinme has shown
that while our efforts at attaining and naintaining
heal t h-rel ated anbi ent ozone air quality standards wll be
effective, they will not be sufficient to nmeet this goal
W t hout reductions of transport of ozone and ozone
precursors into the OTR

We participated extensively in OTAG and believe
the OTAG results support the need for NOx reductions outside
the OTR W periodically urged EPA to utilize OTAG results
and to issue a notice of proposed rul emaki ng based on the
OTAG data as well as other information of conparable
qual ity.

We are pleased that this has finally occurred,
with formal comments due approximately five weeks from now

We are encouraged that EPA has recogni zed through a detail ed



N

o o A~ W

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

24

233
review of the OTAG analysis that significant reductions in

NOx em ssions are necessary to address the ozone transport
problem W are actively review ng and anal yzi ng EPA' s
proposal at the same tinme as our m dcourse eval uation of
phase 111 of our NOx MOU for em ssion reductions within the
OTR.

Qur analysis of the proposed SIP call includes the
speci fi ¢ nmet hodol ogi es used, and we plan to submt detailed
formal coments by the deadline. However, we would like to
make a couple of specific points at this tine.

First, we need mgjor reductions in transport of
ozone and ozone precursors at the OIR boundary if we are to
attain the health-rel ated ozone standards. Air entering the
OR is frequently near the level of the health-based
standards. As | nentioned, we continue to make reductions
of em ssions ourselves within the OIR but we will not be
able to attain without em ssion reductions fromthe outside
as well.

Second, we support the SIP call process and do not
want to see it further delayed. |In January of 1997 the OIC
called on EPA to expedite its SIP call proposals and to
ensure that the em ssion reductions provide the |argest
achi evabl e reducti ons of ozone and ozone precursors at the

OTR boundary. The SIP call is now available for everyone's
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review, and we see no reason why the SIP call cannot be

conpl eted by EPA' s stated deadline of Septenber 1998, and
urge EPA to keep to that schedul e.

Third, we believe that at |east the |evel of
em ssion reductions outside the OTR proposed by EPA are
necessary as quickly as possible. W continue to
technically evaluate EPA' s proposal and will expeditiously
anal yze the information expected in EPA s suppl enent al
noti ce of proposed rul emaki ng in March.

Anal ysis of both the existing proposal and the
suppl enmental proposal may |lead us to recomend specific
techni cal net hodol ogi cal changes in the protocols used to
calcul ate state NOx em ssion budgets. W would regard any
such recommendati ons as technical inprovenents to the
proposal. However, we also believe that in terns of air
quality the NOx em ssion reductions proposed for outside the
OTR at a mninmum are needed for us to nove to attai nnent and
mai nt enance of the health-rel ated anmbi ent ozone standard.
Techni cal inprovenents to the proposal shoul d not
i nadvertently undercut the em ssion reductions that woul d
lead to transport reductions into the OTR

Fourth, we support the concept of NOXx em ssions
trading for major stationary sources of NOx. Properly

devel oped and inpl enented, we believe that a NOx em ssions
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tradi ng program can cut the cost of reducing NOx em ssions.

W w il be prepared to comment on EPA' s draft nodel NOx
em ssions trading rule when it is issued.

My full statenent has been submtted for the
record. As | nmentioned, we plan to submt detailed comments
whi ch expand on the points |I've outlined here. Thank you
for the opportunity to conme before you today.

MR. WLSON: Thank you

M. Wol ey.

MR. WOOLEY: Good norning. |'mDavid Woley. [|'m
prof essor for environnmental and energy | aw at Pace
University. |'msubmtting testinony today on behal f of
ni ne health and environnmental groups with a | arge nmenbership
t hroughout M dwest, M d-Atlantic, and New Engl and states.
The groups are the Anerican Lung Associ ation, the
Appal achi an Mountain Cl ub, the Conservation Law Foundati on
Del aware Valley G tizens Council for Clean Ar,

Envi ronment al Advocates of New York, M chigan Environnental

Council, Natural Resources Council of Mine, Ohio
Envi ronmental Council, and the Pace University Center for
Envi ronmental Legal Studies. | provided a copy of ny

statenent to the receptionist.
| want to open with a note of appreciation for the

hard work that has gone into this rule by EPA staff and the
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staff of many states. You have approached the task with

dedi cation and creativity. | know there are a ot of |ong
hours in there, and | think it's inportant to recognize
t hat .

The nine health and environnental groups that I
represent today strongly support EPA's proposal to reduce
ground-| evel ozone, acid rain, fine particul ate pollution,
and haze. EPA s finding of significant contribution is
fully justified. The .15 pound per mllion Btu em ssion
control level is reasonable and readily achievabl e.

As a professor of environnmental |aw and a forner
state assistant attorney general wth | ong experience with
the interstate air pollution provisions, |I'mconfident that
the agency has full legal authority to finalize this rule.

As you do so, these nine groups urge you to
forcefully articulate binding regional and state-by-state
caps, and adopt inplenentation procedures which guarantee
conpliance with the caps. W believe this requires an
enf orceabl e tonnage-based em ssion limtation nethod. W
urge you to reject rate-based emssion [imtations. They
cannot assure the caps will be met and they will interfere
wth efficient em ssion trading systens.

We also urge EPA to continue its effort to

i ncorporate incentives for end use efficiency into the nodel
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NOx trading rule. W recommend that 10 percent of

al | omances be set aside for assignnent to energy services
conpani es, custoners of electric conpani es who achi eve
verifiable electric power savings through energy efficiency
t echnol ogy and servi ces.

The ni ne groups do have one criticismof the rule
that | wll address today. The regional cap and the
statewi de caps are too high. Geater reductions are needed
to protect health and the environment. It is a mstake to
base utility sector budgets on 10-year-long growth
estimates. In the history of the electric utility industry
such estimates have been notoriously inaccurate.

Even if predictive econom ¢ nodel s have inproved
over the years, the level of uncertainty has increased in
regard to custoner behavior, technology and markets. As we
enter a restructured industry, there is a significant risk
that the growh estimates will be too high. This wll
create a surplus of allowances; it wll slow progress toward
attainnment and will lock in a level of inefficiency and
retard technol ogi cal innovation in the industry.

We recomrend that state and regional caps be set
using current power plant utilization data. This wll
create strong incentives for efficiency in generation and in

end use of electricity. W believe that the result of this



N

o o A~ W

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

24

238
woul d be to reduce the overall caps by 10 to 12 percent.

Let me make two points in closing. First, this
rul emeking is only one of the steps that we expect and we
wi |l push EPA to take to reduce interstate air pollution.
Seasonal NOx caps are not enough. The SCR and SNCR control s
that result fromthese rules are likely to be turned off
fall, winter, spring. W urge you to undertake a separate
rul emaki ng to establish year-round NOx caps to protect |ungs
fromparticle exposure, ecosystens fromacid shock and
coastal water hypoxi a.

Addi ti onal SO2 controls beyond the 1990 anmendnents
are needed to protect lungs and | akes from acid aerosols.
Controls on power plant air toxics are overdue. Your
visibility rul emaki ng needs to be inproved. Additional
nobi | e source controls are needed at the state and federal
| evel .

Many of these objectives could be achieved by a
Clinton Adm nistration |egislative proposal which ends the
exenption from new source performance standards for ol der
hi gh pol luting pl ants.

Secondly, we are very concerned about delay in
promul gation of this rule. W urge EPAto finalize the
rul emeki ng in Septenber 1998, which will ensure that state

i npl enentation plan submttals occur in the fall of 1999,
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and to have all the regional controls in place by fall of

2002 and to achieve full conpliance by spring 2003.

Thank you very nuch.

MR, WLSON. Thank you

M. Paul .

MR. PAUL: Good norning. |'mJohn Paul, regional
vice president for the Center for Energy and Econom c
Devel opment, or CEED. W represent all the class 1
railroads in the United States, nore than 700 mllion tons
of coal production, and 26 utilities with service
territories throughout the country, including 12 of the SIP
states. W al so represent nunerous suppliers of each of the
maj or nmenbershi p categories, state coal associations, and
others interested in the continuation of economc coal-fire
el ectric generation.

CEED was deeply involved in the deliberations of
the Ozone Transport Comm ssion and al so participated in the
Ozone Transport Assessnent Group process.

The subject proposed rule, inposing a uniform
em ssion rate of .15 pounds of NOx per mllion Btu across
the 22-state region, should not be inplenented and requires
substantial nodification. The OTAG reconmendation for
sufficient time to conpl ete conprehensive and detail ed

subr egi onal nodeling should be adhered to by EPA. OTAG s
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recommendati on for variable control |evels between Title |V

and 85 percent should also be included in the SIP call.

W intend to file witten comments for the record
which will detail our concerns and reconmmendations. |In the
brief time allotted to us today, we can only address a few
matters of interest.

CEED wi shes to endorse the comments by M. Trisko
on behalf of the UMM, which we have cl osely col |l aborated
Wi th during both the OIC and the OTAG process. In the
interest of tinme this norning, we refer you to the six
subj ect areas set forth in M. Trisko's statenent, which
clearly set forth reasons why the proposed rule as presently
constituted is flawed and should be substantially revised.

CEED also is a nenber of the Mdwest Ozone G oup
and wi shes the record to reflect our endorsenment of the
testinmony presented by M. Flannery yesterday on behal f of
MOG It is also inconceivable to us that EPA woul d attenpt
to propose Draconian neasures on utilities located in
attai nment areas while basically ignoring controls on many
of the areas that are in nonattainnent.

It is |ikew se inconceivable that the proposed
rule, which is not founded, we do not believe, on persuasive
science and which would require billions of dollars of

capital investnent and billions of dollars in O&M costs, is
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not intended to achi eve attainment in such areas as the

Northeast. |In fact, referencing sone statenents by the
northeastern states in support of their 126 petitions, it
appears that this rul emaking perhaps is an effort to deal
with the conpetitive issue through an environnenta

r ul emaki ng.

OTAG nodeling justifies the conclusion that the
myth of |ong-range transport, which was in fact the focus
behi nd the creation of OTAG has been debunked. Wen
nodel i ng denonstrates that 75 to 90 percent of the downw nd
anbient air benefits occur within 100 to 250 mles of the
area subject to control, it's clear to us that the M dwest
and the Southeast utilities are not significant contributors
to the nonattai nment problens of Washi ngton, New York, and
Bost on.

OTAG recogni zed that there were regional
differences in transport and inpacts associated with that
transport fromdiffering sources. There need to be variable
reduction requirenments based on specific subregional
nodeling. One size does not fit all. W need to begin
controls that are reasonable, economc, and a justifiable
| evel, continue to nonitor the progress and the probl ens,
and then determine which if any further controls are

required. In essence, what we need is a 2-step process
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simlar to that which occurred and is occurring in the OIC

CEED strongly endorses and will actively encourage
col | aborative efforts anobng states in appropriate geographic
areas to inplenent a 2-stage program the one | previously
described. In that regard, | wsh the record to al so
reflect that CEED is a nenber of the Alliance for
Constructive Air Policy, and we endorse the comments by
M. Wman on behal f of ACAP

We thank you for the opportunity to offer comments
on the rule. W believe the rule should be substantially
revi sed, and we would be pleased to work with the agency in
that regard. Thank you.

MR. WLSON: Thank you. M. Paul, one question
for you. You commented that the proposal requires
attai nment areas to get reductions when we are ignoring
reductions in nonattai nment areas. Could you expand on what
you nmean by that? W have an outstanding call where the
nonattai nnent areas are required to show what additional
reductions they need to reach attainnent by this April.

MR. PAUL: Two things. One, obviously a |ot of
the areas in the Mdwest and the South which are attai nnment
areas currently are being asked to inpose up to 85 percent
reduction. | believe M. Flannery's testinony went into

great detail that matters that shoul d have been taken up by
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the northeastern states in fact have not been taken up, and

as far as | understand, this SIP call would not require them
to do the things that they have been unwilling to do at this
point in tine.

MR, WLSON: They would be required to take
what ever steps are necessary to achieve the em ssion
reductions they need for attainnment. OCbviously these two
are sort of on the sanme path. They are claimng they can't
achieve attainnent just with reductions fromtheir own
areas; they need reductions from outside; but obviously sone
of them need additional reductions wthin their own area as
wel | .

MR. PAUL: | understand that, but | believe
David's testinony indicated that they were required in the
past to do things which they have not done up to this point
intime. | will be happy to elaborate on that in the
witten cooments if you would Iike.

MR, WLSON. That woul d be hel pful

M. Carhart and M. Woley, | wonder if you al
have comments on the 2-stage proposal that M. Pau
mentioned and that was discussed earlier.

MR. CARHART: | can't comment specifically on the
proposal since we haven't had a chance to | ook at it.

However, we are open to the idea of a phased approach as
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long as it doesn't delay the inplenentation of the SIP cal

as outlined by EPA.

MR WLSON: |'mnot sure | understood that since
t he phased approach by its very nature seens to have a --
you didn't hear it. As | understand it, it's basically a 55
percent .35 by 2004 with sone yet to be determ ned
addi tional reductions to be achieved by 2007.

MR. CARHART: That would clearly be a delay of
what EPA has proposed, and we woul d not support any kind of
schedul e I'i ke that.

MR WLSON:. M. Woley.

MR. WOOLEY: We would strongly oppose it. | wll
provi de supplenental witten coments on that topic.

MR, WLSON. That woul d be hel pful

MR, STOLPVMAN. M. Wol ey, we have heard before
about the growh rates that EPA used in its nodel. | think

you were critical of the growh rate assunptions that we

enpl oyed. |If you have specifics on that that you could
provide for the record, | think that would be hel pful
MR. WOOLEY: Very well. 1'Il do that.

MR, SEITZ: Just one clarification to your conment
on comng in and anplifying on the Northeast reductions. |
think yesterday M. Trisko was nentioning inplenentation of

| &M prograns in the Northeast as the issue that the
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Nort heast has failed to do. Gven that this is not an

attainnment SIP call, but a transport SIP call, I'd like you
to look at, given that they inplenmented those prograns --

MR. PAUL: That they have inpl enented thenf?

MR SEITZ: W are going to hold themto those
reductions, and the agency, as you know, has cl ocks ticking
agai nst sone of those states for that failure. They would
argue they still can't reach attainnent if they do that. |Is
it your position that that still is their problen? If you
could address that or comment on it now.

MR. PAUL: | can answer you very briefly. 1'Il be
happy to put that in our witten comments. Qur answer would
be that, yes, we do believe it's their problem that even if
they inplenent that, it's not clear to us, because we don't
know whether in fact it will, but our position is that
certainly those utilities in the Mdwest and the Sout heast
are not the significant contributors to those downw nd areas
of New York, Washington, and Boston.

MR SEITZ: | assune that's with the exception of
t he Phil adel phia or the Pennsylvania i ssue with Conm ssi oner
Sei f yesterday.

MR PAUL: Wth Pittsburgh?

MR. SEITZ: When | | ook at Pennsylvania, | |ook at

it as one comonweal th. You're saying Pittsburgh only.
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You've split Pennsylvania in two, | assune.

MR PAUL: | would split it intw as we did in
t he OTAG nodeling and deal with Pittsburgh

MR. SEI TZ: Thank you.

MR. WLSON:. Thank you all very much.

The next panel will be M. Joel Bl uestein,

M. Alan McConnell, and M. Janmes See.

MR. BLUESTEIN: |'m Joel Bluestein. | represent
the Coalition for Gas Based Environnental Solutions. M
comments this norning will focus specifically on the design
of a cap and trade program for control of em ssions from
| ar ge sources.

We believe that a properly designed cap and trade
programis an effective approach to control em ssions
cost-effectively, but it nust be designed and inplenmented in
an environnental ly beneficial way. The cap nmechani sm
provides a reliable limt on em ssions as opposed to a rate
approach, which gives |less surety of controlling the
em ssions, but the cap nust be based on realistic baselines,
must not be inflated, and nust not be allowed to creep
during inplenentation.

In addition, the trading system shoul d be desi gned
to encourage good environmental results, which seens

obvi ous, but nevertheless, | think it needs to be addressed.
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It should not discrimnate against clean plants or subsidize

high emtting plants or cause market distortions that favor
high emtting plants, which wll cause increased costs of
NOx control or increased em ssions of NOx or other

pol | ut ants.

In particular, there needs to be consistency
between the states in the operation of trading, particularly
in arestructured electric market. W need to nmake sure
that differences in environnmental regulations do not cause
mar ket di stortions that cause increased em ssions or costs.
This view has been reinforced recently by a letter fromthe
NESCAUM ai r conmmi ssioners to EPA stating the need for
consi stency between the states and environnmental regulation
of utility em ssions.

We believe states do need flexibility in setting
the specific caps for different sectors in their states.
However, within those sectors the approach to allocation and
tradi ng needs to be consistent in order to allow the narket
systemto operate properly.

It needs to be fair to encourage clean generation
and the devel opnment of new cl ean generation sources that
will be required if we are going to neet our long-termair
quality goals. It's very inportant for NOx trading. |

think it's critical for a potential carbon tradi ng program
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that may conme in the future.

Wthin the basic structure of a cap and trade
programone critical factor is the initial or recurring
al l ocation of allowances. The allocation of allowances
distributes the wealth of the program |If the ideais to
et the market determ ne the nost efficient way of neeting
the cap, then we need to do the distribution in an
evenhanded way and | et the market function rather than
predet erm ni ng the outcone.

In effect, the governnment is distributing a
national resource -- clean air -- in return for electricity
that is generated. Therefore the allocation should be
linked to the product, the electricity that is generated,
and no source should be arbitrarily given greater pollution
rights to generate the sane kilowatt hour. Therefore
al l ocation should be based on electricity generated, the
output. We can then let the all owance market operate in
conjunction with a restructured electricity market to find
the nost efficient solution.

One idea that is particularly troubling is the
i dea that new cl ean sources do not need all owances or don't
need them as much as old, high emtting sources, which
think is incorrect and bad environnmental policy. It inplies

that the new sources have sonehow magically gotten clean at
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no cost and therefore don't need all owances. In fact, any

new pl ant and any old plant wll both have to spend noney to
control NOX.

The only difference between one that installed
technol ogy or m xed fuel choices |ast year versus an old
plant that may do it in 2003 is that one is clean now and
one has been emtting for a long tine. Both will have costs
to bear. Once the old plant installs technol ogy or makes
fuel choices, one could say that it does not need all owances
anynore, but in fact it wll have them and it wll have a
mar ket advantage as a result.

The new plant may have spent just as nmuch to neet
BACT or LARE without the benefit of trading but will get no
support for those costs fromthe trading program This is
rigging the market rather than let it function on its own,
and it is a policy choice that creates a disbenefit to the
envi ronment .

Therefore we believe that allowance markets shoul d
be established based on equal allocation of public resources
for equal benefits, the output of electric generation, and
there should be no arbitrary judgnment about who deserves
allocations. The EPA should require that the cap and trade
program if it goes forward in all states, be based on

out put - based al |l ocation of all owances.
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| will submt witten conmments at a later tine,

and | will be glad to answer any questions.

MR, WLSON. Thank you

M. MConnel | .

MR. McCONNELL: Good norning. M nane is Alan
McConnell, with the law firmof Kilpatrick Stocton in
Ral ei gh, North Carolina. | amglad to see that sone of ny
nei ghbors from North Carolina are on the panel this norning.

Today | am speaki ng on behalf of North Carolina
Citizens for Business and Industry, or NCCBI. NCCBI is
conposed of approximately 1,800 nenber conpanies and is
North Carolina' s l|argest nonprofit, nonpartisan business
association. NCCBI represents virtually all segnments of
North Carolina' s business and industry, both |arge and
smal |

Qur organi zati on advocates sound fiscal policies
by governnment and supports initiatives which maintain a
heal t hy business climate and | ead to diversified economc
devel opment. We believe that environnmental regulations nust
be sci ence-based, cost-justified and risk-managed. W are
pl eased to be able to speak to you today regarding the
agency's conclusion that North Carolina is a significant
contributor to ozone nonattai nnent across state boundaries,

and on your proposed requirenent that North Carolina



N

o o A~ W

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

24

251
i npl enment new neasures to mtigate the interstate transport

of ozone precursors.

NCCBI stands by its record of being absolutely
commtted to whatever environnmental neasures are truly
necessary to protect the health of both North Carolina
citizens and the citizens of other states.

We are deeply concerned, however, that while North
Carolina industry readily supports regulation that wll
serve to inprove the health of our citizens, EPA has not
cone close to neeting its burden of clearly denonstrating
that its proposed strategy to reduce ozone concentrations in
North Carolina and other states will be achieved through the
proposed SIP call.

In short, EPA' s proposal is technically flawed,
legally deficient, and highly discrimnatory against North
Carolina. Because of the extrene econom c inpact of this
proposal on our state, it's inperative that EPA put forth
the best scientific and | egal anal yses possible to support
these regulations. This has not been done.

First, the SIP call proposal has no sound
technical basis. As EPAis aware, North Carolina
participated in every step of OTAG As the agency is also
fully aware, we have the nost sophisticated hardware and

software for criteria pollutant nodeling in the nation in
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our Mcroconmputing Center of North Carolina. Frankly, we

al so have sone of the very best, and | would argue the best,
phot ochem cal nodelers in the nation in our state's Division
of Air Quality.

Usi ng these resources, nodeling perfornmed in North
Carolina denonstrated no significant |ong-range transport of
ozone precursors fromMNorth Carolina to the Northeast, to
the Great Lakes, or south to Georgia. As these exercises
have denonstrated, North Carolina is not contributing to any
current 1-hour ozone nonattai nment areas. However, EPA is
i gnoring these data.

The agency is ignoring other data. The OTAG
exercise clearly denonstrated that ozone precursors are not
transported over |ong distances and that in fact ozone
nonattai nnent is nost frequently a highly localized
phenonenon. The greatest contributor to 1-hour ozone
nonattai nnment areas such as Pittsburgh, Baltinore, D.C and
Atlanta are sources in and i medi ately around each of these
particul ar nonattai nnent areas. Yet EPA s proposed SIP cal
and em ssions cap for North Carolina will mandate em ssion
reductions frommajor stationary sources regardless of their
di stance from ozone probl em areas.

In fact, the transitional classification offered

by EPA to the states is a strong inducenent to regulate only
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| ar ge conbustion sources in order to avoid the pain of truly

addressing this highly localized problem Cearly, North
Carolina nust develop a strategy to conply with the new

8- hour ozone standard via a conbination of transportation
measures, nobile source controls and the regul ation of nmajor
stationary sources. The transitional classification won't
hel p North Carolina and shoul d be abandoned by EPA.

As many have said before ne, the proposed SIP cal
is also legally flawed. EPA illegally uses the new 8-hour
standard to justify the state em ssion caps. Even though
there are currently no nonattai nnent areas in North Carolina
-- as you know, the 1-hour standard has been revoked -- the
agency projects where 8-hour ozone nonattai nnment areas wl |
be. The bottomline is that neither EPA nor North Carolina
know or are currently required to know what areas wll fail
to attain the 8-hour standard.

Any caps nust be based solely on achieving
conpliance with the 1-hour standard. |It's a basic tenet of
Title | that areas nmust be designhated nonattai nnent before
controls are inposed.

The transitional classification is not provided
for under the Clean Air Act; the state em ssion caps are not
provided for under the Clean Air Act. As an agency that

spends nore than its share of tine before the DC. GCrcuit,
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surely you recogni ze there are a host of |egal problens

her e.

| will be glad to answer questions.

MR, WLSON. Thank you

MR. SEE: Good norning. M nanme is Janes See. |
represent the Tristate Industrial Network and am here to
voi ce concern of TRINET regarding EPA's proposed NOx SIP
call.

TRINET is a business group representing the
metal s, petroleum natural gas and utility industries
| ocated in the Ashland, Kentucky, Ironton, GChio, and
Huntington, West Virginia, tristate area. Qur group was
originally forned to respond to the need to devel op an
attainment SIP to address the noderate nonattai nnment for
ozone that existed in our region, and we are pleased to
report that the control strategi es devel oped have been very
effective.

Significantly, through the devel opnent of [ ocal
control prograns and careful nonitoring of anbient air
quality, EPA redesignated the region to attainnment. Soon
after EPA changed the area's designation to attai nment, EPA
initiated the OTAG process |l eading to the proposed SIP cal
that is before us today.

We find it particularly troublesone that we have
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proceeded in good faith and worked with the state agencies

to clean up air quality in our tristate region only now to
be asked to do it again.

If we were causing the air quality problens of the
Nort heast, further controls on our sources m ght be one
thing. However, the data indicate otherw se. Modeling runs
performed by OTAG denonstrate w thout any doubt that
regul ating M dwest sources will not nove the Northeast
towards attai nment.

We believe there to be several conclusions and
recommendat i ons of OTAG that can and shoul d guide us in our
search for ozone attainnent.

First, OTAGtells us that ozone benefits are
greatest near the sources where em ssion reductions are
bei ng t aken.

Second, OTAG urged that further analytical work be
done to determ ne which sources need to be regulated and to
what extent.

EPA' s proposed SIP call fails to satisfy either of
these critical recommendati ons.

The proposal is not supported by nore refined
nmodel ing or analysis. Neither does it nmake any effort to
det erm ne whet her inposing controls on any sources or group

of sources wll achieve ozone attainnent. By a uniform.15
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emssion rate for all utility sources in the states, EPA has

acted in a manner that is inconsistent wwth OTAG utility
recommendati ons which called for utility controls to vary
across the OTAG domain in a range fromno new controls to 85
percent in others.

EPA s proposal violates OTAG s recommendations in
several ways.

OTAG urged that states be allowed 12 nonths within
whi ch to conduct nodeling. However, EPA would have all this
be done by March 9, 1998, except for certain technical data.

OTAG urged a range of controls that would vary
geographically. However, EPA s proposal is based on a
single emssion [imt that goes beyond the range of OTAG s
reconmendat i ons.

OTAG prem sed its recommendations on the basis of
the 1-hour standard, not the 8-hour standard. EPA's
proposal is made even though OTAG s epi sodes and anal ysi s
are not appropriate for the 8-hour standard and no
nonattai nnent areas for the 8-hour standard have been
desi gnat ed.

OTAG s goal was to address transported ozone in
the context of attainnent and mai nt enance of the ozone
standard. However, EPA' s proposal seeks only to mtigate

regi onal em ssions wthout regard to whether these
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reductions, even in conbination with other nmeasures, wll

all ow the ozone standard to be achi eved.

OTAG s recommended utility reductions were |inked
to 1990 em ssion rates and did not call for em ssions to be
capped. However, EPA' s proposal is tied to 1995 em ssions
and is framed in such a way that it does create a cap.

Finally, OTAG recommended that a control strategy
for utilities be set in a nmanner that woul d encourage
trading. However, EPA s designed em ssion rate of .15 is so
restrictive that there is no opportunity for trading.

EPA is under no court order to finish this
rul emaking by the fall of 1998 or any other deadline. EPA
shoul d take the tinme to foll ow OTAG s recommendati ons and do
the SIP call correctly. It was TRINET s experience during
its effort to develop the tristate air quality solution that
it was essentially to identify the best reduction strategy
for the local air quality issues at hand. EPA is urged to
gi ve appropriate consideration to the nerit of devel oping a
subregi onal strategy that is sensitive to actual conpliance.

Thank you.

MR WLSON:. M. See, a couple questions. You
menti oned that you thought OTAG had concl uded that the
utility limt should vary across the region. 1 don't recal

that. | know they concluded that the utility reduction
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should fall within a range, but | don't think they concl uded

one way or another whether that should be a limt that was
the sanme across the region or vary across the region. Could
you be nore specific on the basis for your conment?

MR SEE: We will be glad to address those in our
witten comments.

MR. WLSON: Also, you nentioned that you didn't
think there was any room for trading because .15 is too
stringent. W had other testinony suggesting that wasn't
the case. |If you could be nore specific in your witten
coment as to why you think that is true, it would be
hel pful .

MR. SEE: Be glad to do that.

MR SEITZ: A quick one for M. MConnell. You
put a lot inthere in terns of transitional and everything
el se in your testinony. Just to nmake sure | understood it,
and if | didn'"t, if you could clarify it in your witten
statenment, it would be hel pful.

First, | understood that with respect to the
1- hour standard only, your position would be that North
Carolina does not significantly contribute. That's one part
| heard.

MR. McCONNELL: That's correct. M. Seitz, |

woul d say it does not contribute at all to any existing
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1- hour nonattai nment area.

MR. SEITZ: |'massum ng on the 8-hour standard,
given that even if you get to the point that legally the
D.C. Grcuit allows us to do it, you would say that North
Carolina does not contribute to anyone but thensel ves on an
8-hour basis, and in fact that you would recommend to the
State of North Carolina that they opt for the traditiona
way of doi ng business under the Cean Air Act. That's what
|"mhearing. | say that in light of North Carolina, which
believe has publicly stated that they've got a | arge nunber
of areas they think will be nonattainnment.

MR. McCONNELL: It's unfortunate that North
Carolina didn't testify before you yesterday. They do have
nodel i ng data that have been generated that indicated,
| ooki ng at the 8-hour standard, there may be sone effect
north of our state, in Virginia. But that is it. Nowhere
ot her than sout hwest Virginia.

MR, SEITZ: Back to your testinony, you covered
two i ssues on the 8-hour standard. The first one was the
| egal issue. | heard that. The second issue was given that
we got to an 8-hour standard inpact, | would |like you to
specifically address, if you could in your witten coments,
whet her or not the transport issue needs to be addressed

either within or across the state |ines. | don't need it
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t oday.

MR. McCONNELL: We'll be glad to do that.

MR. STOLPMAN: M. Bluestein, you are a proponent
of using output as the basis of allocation. Could you
address whet her that neans non-direct emtting producers of
electricity such as hydro, renewables or nuclear? Do you
intend that those receive allocations? Wuld that be the
intent of your testinony?

Secondly, would you include in that energy
conservation and efficiency neasures to the extent that
t hose are neasurable as wel | ?

MR, BLUESTEI N:  Sure.

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

The last two witnesses we had schedul ed for this
nmorni ng are Comm ssioner Robert Shinn and M. David Hawki ns.

MR. SHINN: Good norning and thank you for the
opportunity to coment on the proposed regul atory action.
My nanme is Bob Shinn. |'m conmm ssioner of the New Jersey
Depart ment of Environnmental Protection, and today | am
speaking in two capacities.

First, | amrepresenting the State of New Jersey.
The air quality of New Jersey is inpacted by regional
transport of air pollution. Additionally, air pollution

generated in New Jersey inpacts air quality doww nd of our
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bor ders.

Secondly, | am speaking as chairman of the QOzone
Transport Assessnent G oup's Mdeling and Assessnent
Committee. As you know, OTAG was conm ssioned by U S. EPA
and the Environnmental Council of States to understand and
define the nature and extent of regional transport of ozone
air pollution.

The OTAG comm ssioners were al so charged with the
responsibility to recommend to EPA regional and | ocal
control neasures to reduce ozone precursors, VOCs, and nore
inmportantly, NOx. This long process resulted in a set of
recommendat i ons based on scientifically sound nodel s that
when i nplemented in conjunction with the SIP call wll
mnimze the transport of precursors of ground-|evel ozone
and wil|l make the anbient air quality standards for ozone
achi evable not only in many areas of the eastern portion of
the United States, but also in the Mdwest and Sout heast
regi ons.

| amtherefore pleased that EPA has incorporated
the OTAG recommendations into the proposed ozone transport
SIPcall. | look forward to the day when anbient air
qual ity standards for ozone are achieved in New Jersey and
t hroughout the high ozone inpact areas of the entire United

St at es.
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The OTAG has reinforced to me what a | ot of us

al ready know. follow the scientific information and proceed
on what we know, not what we don't know, and OTAG has
denonstrated that we know quite a bit about ozone.

For exanple, first, our inventory work group
conpil ed the best regional NOx inventory we ever had, and
it'"s on a Wb site. It's clear that a sharp NOx em ssi ons
gradient exists fromwest to east, and the hi ghest source
em ssion regions coincide with prevailing winds, and as a
result, em ssions fromthese regions are transported
downwi nd to receptor regions.

Secondl y, our nodeling work group, using the best
phot ochem cal nodel available, has shown it to be clear that
NOx em ssions are the prime precursor pollutant in the
regi onal transport phenonmenon, and that reduci ng NOx
em ssions will have the nost favorable regional inpact on
reduci ng ozone downw nd.

Thirdly, our air quality assessnment work group has
shown that prevailing wnd directed transport is a common
phenonmenon in the sunmertinme and that transport is likely to
occur at a far greater extent and frequency than the nodel ed
epi sodes predict.

This wei ght of the evidence fromall disciplines

in the scientific conmunity has made a major contribution to
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the state-of-the-art know edge, and | was very happy to be a

part of that process.

The New Jersey Departnent of Environnenta
Protection supports the proposed ozone transport SIP call.
The regional NOx em ssion reductions are critical for
attai nment of the national anmbient air quality standards for
ozone in New Jersey, and certainly in the nation.

In order to nmeet the air quality standards within
our state, we are continuing to inplenment strict em ssions
reduction strategies. However, these efforts will be
underm ned both fromthe standpoint of our air quality and
our credibility if the transport of air pollution into the
state is not al so addressed.

New Jersey Departnent of Environnmental Protection
is commtted to the strategies and | evel of em ssion
reductions called for in New Jersey and in the ozone
transport SIP call. W have already proposed a NOx budget
rule which will go well beyond the Ozone Transport
Comm ssion (OTC) Menorandum of Understandi ng agreed to by
the 11 OIC states and Washington, D.C

These proposed em ssion |evels are inconsistent
with both the result of the OIAG process and the U. S. EPA
proposed SIP call budget. W have proposed this rule to

denonstrate that there is a strong | ocal conponent to ozone
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formation as well as the protection of our downw nd

nei ghbors. Therefore, NJDEP would be very concerned if the
goals of the SIP call were conprom sed or if the stringency
of the em ssion reductions were to be rel axed.

NOx budgets are built upon regional inventory and
not on any one state's inventory. The budget cannot be
conprom sed in any one state w thout conprom sing other
states. U S. EPA nust stand firmon the regional budgets to
allow individual states the ability to assure its residents
of a future that includes clean air.

Finally, the New Jersey DEP supports EPA' s efforts
to devel op a nodel NOx cap and trade rule for states to use
as a neans of inplenenting the called for em ssion
reductions. This cap and trade approach has the greatest
potential to optim ze the cost-effectiveness of em ssion
reducti ons.

New Jersey DEP commends EPA for extending the
opportunity for everyone to participate in the devel opnent
of the supplenental rule slated to be proposed next nonth.
We eagerly |l end our support and resources to the effort, and
| want to thank you for extending the effort to develop a
nodel , which should reduce the tinme and effort individual
states will need to inplenent this program This rule is

consistent, which is designed to achi eve the em ssion
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reductions that are desperately needed for attainnment with

the Clean Air Act standards.
Thank you.

MR, WLSON. Thank you

M. Hawki ns.

MR. HAWKINS: Thank you. |'m David Hawkins from
Nat ural Resources Defense Council. | guess, |ike
Comm ssioner Shinn, |I'mwearing two hats today. First as an

advocate for NRDC, a citizen nmenbership organi zation, and
second as the father of three kids who would like to see
them grow up to breathe clean air before they get to be as
old as | am

I"d like to make four points after first thanking
the agency for taking a very inportant public health
protection step in noving forward with this SIP call.

The first point isit's tine to end the del ay.
There have been argunents that this proposal is too nmuch too
soon. |'ve given you atine line of the last 30 years of
Clean Air Act inplenentation. | think the facts prove
otherwise. The history of clean air inplenmentation is that
we've done too little too |ate.

And we' ve done that because every tine
cost-effective, feasible neasures have been proposed, too

often we have listened to argunents fromthe operators of
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t hose sources that instead of applying those controls and

i npl emrenting them we should spend nore tinme eval uating
additional studies. Well, | amhere to urge that we stop
that. W' ve seen that novie too often; the script is
medi ocre; and no matter how many tinmes we replay it, the
ending is always the sane: mllions of people left
breathing dirty air.

The second point I'd like to nake is that the .15
pound performance standard is a reasonabl e, feasible and
necessary basis for establishing a regional cap on electric
generators. The report that NRDC did along with Public
Service Electric and Gas, which |I have distributed,
denonstrates that this is a cost-effective strategy, and
that the additional benefits it provides in terns of
reduci ng high ozone levels as well as many ot her
envi ronnental and public health benefits are very |arge and
very large relative to the cost of different stringent
| evel s of performance standards. This is an achi evable
performance standard. It should be the basis for the
regi onal cap on that sector.

The third point is that we need true caps. The
agency's proposal takes comment on a variety of ways in
whi ch states could inplenent their caps. W wll submt

that these have to be done in ways that give a guaranteed
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security that the em ssions are in fact capped.

Specifically, we oppose the idea of using em ssion rates by
t hensel ves as a basis for seeking approval of conpliance
with the SIP call. That is not an adequate way of assuring
that a state lives within its cap.

In particular, a m xture between the states where
sone states have caps and sone states have em ssion rates
whi ch they seek to have approved could lead to a situation
where you have significant increases. You could see a
situation where a state that was losing its share of the
el ectric generating market inplenented a cap and a state
whi ch was increasing its share of the electric generating
mar ket inplenented a rate-based system and you would w nd
up being on the wong side of the | edger environnentally in
both of those states.

The fourth point I would Iike to make is that the
program needs to incorporate protection agai nst peak day
ozone problens. Unfortunately, there is a correlation
bet ween hi gh ozone levels and |levels of electric generation.

There also will be an econom c i ssue associ ated
with running electric generators harder on those days, and
i ndeed there could be an econom c incentive to dial back on
sonme end-of -the-stack controls like SCR in order to capture

a margi nal share of the market on those days. So you could
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wind up with a situation where the seasonal cap sinply

wasn't an adequate basis for protecting agai nst peak ozone
| evel s because it was cheaper to consune all owances on those
days that were avail able fromthe seasonal cap rather than
operating even installed controls at their nmaximm
efficiency. That should be designed against, and we w ||l
urge that it is so.

Thank you for this opportunity to testify. 1'd be
happy to answer your questions.

MR, WLSON. Thank you

| don't know if you were here earlier to hear sone
of the other proposals that have cone up, but do either of
you have comments on the 2-stage proposal that a nunber of
peopl e have supported? Do you know what it is?

MR SHINN: | wasn't here.

MR WLSON: | think the 2-stage proposal is
basically a .35 or 55 percent reduction in 2004 with a
subsequent reduction to be achieved by 2007 and to be
det erm ned based on subregi onal nodeling that woul d occur
over the next several nonths.

MR. SHINN:  Not know ng the specifics of the
proposal, froma general perspective, we spent a |ot of tine
with the dates in the Cean Air Act and the OTC NOx MU,

whi ch proposes a 65 percent reduction in 1999, and in our
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proposed rule a 90 percent reduction in 2003. So we've gone

really beyond the 85 percent standard that is across the
boar d.

| guess the point fromour perspective, if we hope
to reach attainnment, we not only have to control transport,
but we have to inplenment just about to the nmaxi mum extrenme
every strategy that we can i nplenent in New Jersey.
Qoviously a lot of themaffect individuals and aren't easy
to inplenent. To nane a few, & trip reduction, oxy fuel
You can draw a big crowd in a short period of tinme with any
one of those issues, but each is inportant to our strategy.

In New Jersey we have nore people per square mile
and nore cars per square mle than any state in the nation.
So I'mnot going to sit here and tell you we don't have to
do anything to set control of transport. W have to do
both. W have to do both. W have to control transport and
i npl enment every strategy in the OTAG recomendati ons that we
can to the maxi num extent possible.

But if that was all we were doing, |ocal strategy
i npl enentation, we wouldn't have a prayer of neeting the
exi sting standard, |et alone the proposed standard. As an
exanpl e, the 1988 episode at a nonitoring station in
Trenton, which is right on the Del aware R ver, registered

160 parts per billion in the 1988 episode. |If you've got
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wi nd delivered 160, how do you neet 120, |et alone 807?

Qobviously there has to be transport reductions to
| essen that incom ng ozone standard. Last sumrer we had a
whol e series of violations, probably ten, or maybe 11. |
forget what our nunmber was, but it was significant. It's
going to be one of those episodes that is going to be added
to 1988, 1991, 1993 and 1995, and now we are going to have a
1997 episode that was really significant for ozone. It just
rem nded us that we have to inplenment the strategies that we
are tal king about and determ ned in OTAG and we have to

i npl enent everything that we are doing |l ocally.

MR. HAWKINS: | heard the proposal, and we oppose
it. It's really the same old argunent, naybe with a ' 90s
dress on. Instead of saying "we argue you should do

absolutely nothing until we study nore," a proposal is put
forward which is the functional equival ent of al nost
absolutely nothing nore. You' ve got to renmenber that the
coal -fired power plants are already subject to em ssion
l[imts of .5 or tighter under section 407 of the Act. Wen
you include the other generators such as natural gas-fired
generators that are well below these levels, the .35 that is
being offered up may be literally nothing better than what
conpliance wth section 407 would produce. | haven't done

the analysis, but it wouldn't surprise ne if it's not nuch
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The real issue would then be kicked off to 2007
and sone further analysis where basically people woul d dust
off their word processors and submt the sane testinony they
have subm tted today, which is you didn't get the
inventories right, you should do nore nodeling, whatever
regi onal group you assenble to do this thing had different
recommendati ons, and you shoul d stop, rethink, slow down,
and here, we have another proposal to sell you.

We have analyzed in the paper that | have provided
you the differences in a .15 versus a .25, and as that paper
points out, a .25 standard gives two-thirds nore em ssions
of NOx fromthe electric utility sector than the .15 pound
standard. It results in significantly nore areas
experiencing significantly higher ozone | evels than does the
tighter standard. Obviously these concl usions woul d even
provi de a worse conparison with a higher limt like .35 as a
basis for any kind of near-termaction. So we do oppose it.

MR. WLSON: One other area | would be interested
not necessarily in comments now, although you are wel cone to
do it, but for the record and for others, too. One of the
ot her issues that has been raised is looking in this SIP
call at both the 8-hour and the 1-hour standard. Sone

suggest we only have the authority to | ook at the 1-hour
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st andar d. | would be interested in comments for the record

on that issue.

MR, SHINN. Just froma | ocal perspective, we have
our hands full neeting the existing standard on a 1-hour
basis. In New Jersey that's our first goal, to neet the
1- hour attainnment standard. Certainly it is pretty clear
froma health perspective that that's not protective of the
public's health. If our goal is protection of the public
health, | think clearly we need the | ower standard over an
8- hour range because that's a range when the population is
exposed. So | think if we are truly focused on a health
standard, and | think we truly have been, that's a reason
for that standard. |In sone areas it has different inpacts
on different states and different weather conditions. In
sonme cases it's a benefit; sone cases it's not a benefit.

Combined with a |lower standard, | think it's fair,
and | think it represents what people are exposed to.

Whet her you have athletes or young children exposed,
exercising or playing, or whatever, or you have senior
citizens outdoors, you are really | ooking at exposure rates
over a period of tinme, and that's when the damage i s done by
exposure to ozone.

The other issue that | want to briefly nention is,

sitting through these various nodeling and air quality
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anal ysi s di scussions and inventory denonstrations, it was

clear to me -- there was a point in time when | thought the
nodel ing fromwest to east was pretty nuch right on the
money, and as we did a 37-state approach to biogenics, when
we went fromBICE Il to the nodified BICE I, it seened to
me that we started to underpredict a little bit to the
Northeast. So if we are underpredicting somewhere in the
area of 5 to 15 parts per billion, we are al so
under predi cting ozone events. So | expect to see nore ozone
events in an ozone type year |like we had |ast year than the
nmodel really predicts. | think when we | ooked at the
anbi ent data and the NARSTO flight data, NARSTO 95 data, we
al so saw simlar indications.

| think there was pretty nmuch a consensus on the
nmodel ing. W spent a lot of tine on nodeling to take
coments in, to solve the biogenics issue, to consolidate a
deci sion on one nodel in the four nodeling centers. That
took a significant anount of tine.

| think that comment is accurate, and | think the
epi sodes we had | ast summer really sort of confirned that.
| don't think we have overpredicted transport by any stretch
of the imagination. | think the science will bear that out.

MR. HAWKINS: | think the argunment that EPA shoul d

i gnore 8-hour inpacts is a good exanple of why the public
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hol ds |l awers in low regard. There isn't any |egal basis

for it and there isn't any policy basis for that argunent.
The agency has full legal authority to evaluate the inpacts
on the standards that it has recently revised as well as the
exi sting standards that remain in effect under section 110.

The policy argunent should be obvious to anyone,
and that is that we wll get a variety of environnental
benefits fromthis rule, and they are all benefits which are
rel evant benefits under the Cean Ar Act.

As you know and as was said nunerous tines during
t he OTAG proceedi ngs, the opponents of these prograns are
going to insist that we pay attention to 100 percent of the
costs of achieving these em ssion reductions, and it is
absolutely intolerable to at the sane tinme argue that we
shoul d ignore |l arge portions of the benefits.

There was anot her technical point that was nade
whi ch was incorrect, and that is that it was alleged that
OTAG had focused on the 1-hour standard and had not anal yzed
benefits fromthe 8-hour standard. That's not correct. The
nodel i ng anal yses anal yzed both 8-hour and 1-hour i npacts,
and what it pointed out was that the broad regional
reduction strategy was very robust in ternms of providing
persistent benefits. Strategies that hel ped address 1-hour

peaks al so hel ped address the 8-hour persistent episodes as
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wel | .

MR. WLSON: Thank you both for taking the tinme to
conme today.

As | had predicted earlier, the folks who were
scheduled to testify this afternoon for the nost part aren't
here. So we'll break now for lunch and start up again at
one o' clock. Hopefully, the people will be here and we'l|l
probably conclude within roughly an hour at that stage.

[ 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: The next panel is M. Jeff d eason,
M. David Straus, and M. Bruce Craig.

MR. GLEASON: Good afternoon. |'mJeff d eason
deputy director of the Southern Environnental Law Center.
SELC is a regional nonprofit environnental organization. W
are based in Charlottesville, Virginia, and Chapel H I,
North Carolina. W work on energy and air issues in the
6-state region of Virginia, North and South Carolina,
Tennessee, Georgia, and Al abana.

|"d like to stress the followng three points in
nmy brief comments today.

First, ozone transport is nore than a
M dwest/ Nort heast problem It is a problemthat inpacts the
Sout heast as well. The regional NOx reductions enconpassed
in EPA's proposed rule are essential to achieving ozone
attai nment in the Southeast and will produce direct benefits
to the citizens of the region.

Second, achieving attai nment of national air
quality standards will require the cleanup of the nation's
outdated coal and oil fired power fleet, a significant
portion of which operate in the Southeast. W support EPA' s

proposal to establish a regional NOx cap based on an assuned



N

o o A~ W

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

24

277
em ssion |l evel of .15 pounds per nmmBtu as an inportant step

towards this goal

Third, while we support the concept of a NOx
em ssion cap that underlies EPA s proposed rule, the cap
shoul d be based on 1997 actual em ssions, not on 2007
proj ections based on uncertain growth projections.

Mor eover, EPA should stick to the proposed 2002 conpli ance
schedul e rather than the proposed extension of the deadline
to 2004.

Al t hough OTAG and EPA' s proposed SIP provisions in
response to the OTAG findings have wi dely been portrayed as
never to address ozone nonattainment in the Northeast, OTAG
nmodel i ng results denonstrate that southeastern states wl|
benefit directly from EPA s proposed SIP provisions as well.

Hi gh ozone periods in the Southeast typically
correspond to stagnant weather patterns and | ow wi nd speeds.
These stagnant conditions tend to keep ozone precursors
within the region. Thus, it has been argued that reductions
in NOx emssions in the Southeast will have little inpact on
ozone attainnent in the Northeast.

Regardl ess of potential benefits to the Northeast,
however, it is clear that region-w de NOx reductions wll
produce benefits in the Southeast. For exanple, OTAG

nmodel i ng has shown that NOx reductions in Al abama and
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Tennessee will reduce ozone levels in nmetropolitan Atl anta,

currently classified as a serious nonattai nnent area.

Li kew se, NOx reductions in West Virginia and
el sewhere will |ower ozone levels in northern Virginia, the
region's other serious ozone nonattai nnment area.

These NOx reductions wll also reduce the nunber
of hours citizens in southeastern cities breathe unhealthy
air, which is typically two to three tinmes nore hours a day
during periods of high ozone than citizens in northeastern
cities.

Finally, the sane ozone precursors that are
causi ng unhealthy air in our cities are also causing harmto
the region's nmountains and rural areas. Ozone pollution in
t he sout hern Appal achi an Mount ai ns, including the G eat
Snokey Mount ai ns National Park and the Shenandoah Nati onal
Par k, have required the issuance of health warnings on a
nunber of occasions in recent years.

This pollution has al so been found to cause | eaf
damage and growth loss in trees and ot her native plants at
hi gh el evations and growh loss in loblolly pines at | ow
el evations. Loblolly pines are an industry that cover
approximately 60 mllion acres in the Southeast and
contribute approximately $4.5 billion to the region's

econony.
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By reduci ng NOx em ssions from power plants, EPA's

proposed rule will also help to address these problens. As
much as 40 percent of the Southeast NOx em ssions cone from
coal and oil fired power plants. TVA and the Southern
Conmpany are the first and third largest emtters of power
plant NOx in the country. Duke Power is the sixth |argest.
Most of these NOx em ssions conme from pre-1980 power plants.
For exanple, the 12 nost polluting plants in the Southeast
contribute 44 percent of the region's NOx com ng fromthe
utility sector while representing only 17 percent of the
region's generating capacity.

It is clear that achieving the nation's air
quality objectives, including attainment of federal ozone
standards, wll require a significant reduction in pollution
fromthese sources. W support a regional NOx cap based on
a control level of .15 pounds per nmBtu as an i nportant
first step in cleaning up pollution fromthese outdated
power plants.

Al t hough we strongly support the concept of a firm
regi onal NOx cap that underlies EPA's proposed rule, we
oppose EPA' s proposal to set the cap based on projections of
NOx em ssions in 2007, for two reasons.

First, EPA' s proposal to base the NOx cap on 2007

em ssion projections neans that actual NOx reductions and
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progress towards air quality attainment will not occur in

the first five years of the program

Second, if the growh rate assuned in setting the
cap is too high, actual em ssion rates in 2007 and beyond
wi |l exceed the .15 pounds per mMBtu objective, thus further
del aying progress. This delay in progress is unnecessary
and unacceptable, particularly in light of the Cean Ar Act
requi renent that EPA and states nove towards attainnent as
expedi tiously as possible.

| notice that nmy light is flashing. The | ast
point is that we urge EPA to stick to the 2002 conpliance
deadline. That provides nore than adequate tinme to take the
steps necessary to neet the requirenents of the rule.

MR. WLSON: Thank you

M. Straus.

MR. STRAUS: Thank you. M nane is David Straus,
and | represent American Minicipal Power-Chio. | would like
to discuss AMP-Chio's concern with EPA s proposed
r ul emaki ng.

AMP-Chio is a nonprofit whol esal e power and
services provider to the 77 nmunicipal electric systens in
Chio and to two West Virginia nmunicipal electric systens who
recently joined. Seven of AMP-Chio's nenber communities

operate small coal-fired generating units, and AMP-Chio
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itself operates the Richard H Gorsich Generation Station in

Marietta, Chio. That station in turn provides power to 47
of the municipal electric utilities in the State of Chio.

AVP-Chio is a nenber of the Mdwest Ozone G oup
and participated in the devel opnent of MOG s comments. W
fully support MOG s concl usions regardi ng the nunerous
technical, |egal and procedural flaws in the proposal, but
rat her than repeat those conclusions here, I'd like to
address three inportant issues today. AMP-Chio wll be
submtting detailed witten coments addressing these and
ot her issues.

Muni ci pal power generation, especially in Onio,
provi des an inportant source of electricity to nunicipal
electric systens, AMP-Chio's nenbers. It's cost-effective
and it provides our nmenber communities with a reliable
source of electricity.

In addition, our municipal power generators enpl oy
many people in the comunities they serve and provide
addi tional services and benefits to those comunities.
Muni ci pal power generation is also an inportant conponent of
the current efforts to deregulate the electric power
i ndustry by providing menber conmunities with alternative
sources of electricity.

Most rmuni ci pal power generating facilities, as you
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know, are smaller in size than those of the |arger regional

power systenms. As a result, the inpact of em ssions from
these smaller units cannot reasonably be expected to have a
significant inpact on distant areas.

Furthernore, the econom c inpact of inposing
onerous controls on smaller units will be dramatic. W
recogni ze that EPA has excluded the snmaller units in the
cal cul ation of the proposed budgets in the proposed rule.
However, as proposed, the states will be free to inpose the
sanme or simlar standards on munici pal power generating
units that are inposed on the nmuch | arger generating units
intheir states. Again, we will address these issues in
nore detail in our witten coments.

However, | would like to urge the agency to take
steps in whatever final rule may be pronul gated to recognize
t he i nmportance of municipal power generation and avoid the
di sproportionate inpacts on our facilities.

A related issue for AMP-Chio is EPA's failure to
undertake the regul atory anal yses that are nandated by the
Smal | Busi ness Regul atory Enforcenent Fairness Act of 1996.
Congress enacted that act in order to protect snal
busi nesses, small organi zations, and small governnental
jurisdictions such as AMP-Ohi o nenbers, collectively

referred to by Congress as snmall entities, from
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di sproportionate or unantici pated adverse inpacts of federa

rul emaki ng activity.

These anal yses required by the Act nust be
undertaken prior to publication of any general notice of
proposed rul emaki ng and nmust "contain a description of any
significant alternatives to the proposed rule which
acconplish the stated objectives of applicable statutes and
whi ch m nimze any significant econom c inpacts of the
proposed rule on small entities.”

Such pre-proposal analysis assures that the
i npacts on small entities are given due consideration.
EPA s proposed ozone transport regulation will have a
significant inpact on all categories of small entities.

To concl ude, as EPA has, that the SIP call nerely
i nposes obligations on the 22 subject states and not on
smal |l entities is disingenuous, in our view, and is clearly
contrary to the intent of Congress. The burden inposed by
the SIP call will ultimately be borne by citizens,
organi zati ons, business and governnental agencies in each of
these 22 states. Those burdens and the inpacts on snal
entities nmust be evaluated. Waiting until the states submt
i npl enentation plans for approval will effectively prevent
the kind of review mandated and contenpl ated by the 1996

Act .
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Finally, the proposed ozone transport regul ation

represents governnent action noving ahead of the underlying
science. The scientific background required to support the
proposed regul ation is conplex and in sone cases inconplete.
Ozone transport nodeling and anal ysi s enconpasses nuner ous
technical disciplines and represents cutting edge nodeling
technol ogy. Such nodeling is difficult and tinme-consum ng,
but EPA' s nodel is proprietary and not reasonably avail able
to the public. Thus, to date only |imted anal yses have
been conpleted and nore analysis i s needed.

EPA purports to base its proposal on technical
wor k devel oped during the OTAG process. However, EPA has
j unped ahead of the process and has effectively prevented
the parties to OTAG from i npl enenti ng a nunber of OTAG s
techni cal recommendati ons, including recomendations that
nmore refined technical analysis be conpleted.

In addition to noving ahead of the OTAG
suggestions for additional work, the short tinme franme and
aggressive schedule for the SIP call |limts the ability of
interested parties and the public to undertake additional
nodel i ng.

AMP- Chi 0 recogni zes that addressi ng ozone
transport requires careful balancing of conpeting interests,

and we think that EPA should nove ahead carefully and
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t houghtfully in a manner that addresses all of these |egal

requi renents and is supported by the science. In that way
EPA and the public can be assured that the solution is
appropriate and adequately addresses the problem

Thank you.

MR, WLSON. Thank you

M. Craig.

MR. CRAIG Good afternoon. M nanme is Bruce
Craig. I'mwth the Natural Gas Supply Association. |'m
the director of utility regulation and environnent al
affairs. The Natural Gas Supply Association represents
i ntegrated and i ndependent conpani es that produce and market
natural gas in the United States.

We appreciate this opportunity to address the
agency, nmaking brief coments regarding the proposed NOx SIP
call. In addition, NGSAwll be filing detailed comments in
t he docket.

To preface ny remarks, I'd like to begin with a
concept, that to reduce em ssions fromthe power generation
sector, EPA as an agency should focus its efforts on
regul ating the em ssions fromthe production of electricity,
not on m cromanagi ng plant operations, fuel choices, or
technol ogy choices in which it is currently invol ved.

In this proposal, however, EPA has l|laid the
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foundation for this to be realized. The NGSA believes that

this foundation can and should be built upon.

The Natural Gas Supply Association and its nenbers
support the structure and intent of the proposal to
significantly reduce em ssions fromthe power generating
sector for the purpose of reducing regional transport. For
t he agency's consideration, the NGSA highlights sone
i nportant nodifications to the proposal in order to
facilitate a nore viable and responsive em ssions control
program for the future of the electricity generation
i ndustry.

The nmenbers of the NGSA support the fuel neutral
approach to setting NOx em ssion limts for electricity
generation facilities. By setting these fuel neutral
standards, EPA will elimnate a significant regulatory
barrier to generating power wth cleaner technol ogies.

Furthernore, the agency is correctly reducing its
i nvol venent in the fuel and technol ogy choi ces made by
generators in the electricity marketpl ace. A percentage
reduction, as sone have suggested, would continue the
explicit subsidy of high em ssion generators.

NGSA consi ders the percentage reduction proposals
ill-advised, particularly in light of the inter-regional

whol esal e power transfers that take place today and the
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energence of a conpetitive generation industry with access

to and i npact on significantly large regions. The agency
has recognized this fact in its rul emaki ng and has correctly
chosen to allocate the utility budget responsibility to the
states on a fuel neutral basis. W strongly support the
agency's decision to do so.

Nat ural Gas Supply Associ ation believes that the
agency could inprove this approach further. W urge the EPA
to seriously consider nodifying its approach to adopt an
out put - based policy, pounds per negawatt hours, for
controlling these em ssions fromelectricity generators.

This change in policy would, for the first tine,
directly Iink what we need from generating plants,
electricity, to what we want |ess of, which is pollution.

The direct linkage will provide clear market
signals and directionally correct incentives for
efficiencies that will evolve with the changes in the
generation industry, and not |ag behind, as is the case
t oday.

Furt hernore, the output-based standards create an
i nportant interface between energy tradi ng and em ssi ons
responsi bilities under a common currency, negawatt hour.

Q her inportant benefits would be realized as

wel |l . The output-based approach should sinplify the
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admnistration of the regulatory program It wll also

increase the flexibility of plant operations by enabling
generators to inprove non-conbustion segnents of their
plants to neet their em ssions responsibilities.

The NGSA supports inplenenting the proposed NOx
reductions from power generators through a cap and trade
systemas well. This will enable the states and the
generating industry to neet their NOx reduction obligations
at the | owest possible cost.

Consi stent with our prior recomendations, the
Nat ural Gas Supply Association urges EPA to allocate the
currency for the em ssions on an output-based and fuel
neutral basis.

In the proposal the cap focuses on fossi
generating plants only. The NGSA believes that this is a
m st ake, because it omts from consideration the val ue of
all generating plants' NOx em ssions or the | ack thereof.
To conplete the |inkage between electricity and em ssi ons,
all large generators should be included in the em ssions cap
and trade, including renewabl e, biomss, hydro, nuclear, and
fossil generators. To do otherw se would continue the
practice of penalizing em ssions-free and | ow em ssi on
gener at ors.

In addition, for the trading systemto provide
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environnental incentives within a diverse and conpetitive

generation market, the em ssions profile of electricity nust

be val ued across the entire generation sector, not limted

only to fossil fuel units.

Thank you very nuch.

MR, WLSON. Thank you

A coupl e questions. M. Craig, on the inclusion

of all the generators, not just fossil, how would you have

that work? We would set a NOx | evel based on what we

t hought coul d be acconplished at fossil and then allocate it

across all the generators such that nuclear would get a

certain allocation of NOx em ssions? |'mjust trying to

under st and.

MR CRAIG It was ny understanding that you had

approached the original allocation budget based on air

qual ity inpacts.

MR. WLSON: Obviously the nuclear plant woul dn't

have any NOx em ssions.

MR CRAI G True.

MR. WLSON: How do they participate in the

tradi ng progranf

MR, CRAIG They would participate through

receiving an allocation for

NOx-free electricity.

produci ng em ssions-free or
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MR W LSON: But someone woul d have to take that

fromone of them W either end up with nore NOXx em ssions
or we have to reduce the allocation to one of the fossi
pl ant s.

MR CRAIG It would affect the rate. There is a
little bit of a disjoint between the calculus involved in a
.15 and an out put-based standard. That cal cul us needs to be
made first based on the tonnage budget that you need to set.

MR, WLSON. But sonehow you either | ose NOx
reductions or one of the other plants gets |less allocation
t han they ot herw se woul d have.

MR, CRAIG Yes. As you can appreciate, the
portfolio of generating assets in nost of the conpanies that
own nucl ear include all other generating sources. It does
attribute a value for em ssions-free and | ower emtting
generators as part of the program

MR WLSON:. M. Straus, on the small business
i ssues, maybe you can help us. As you pointed out in your
testinmony, we didn't include the smaller generators in
cal cul ating the budgets that we would assign to states and
therefore that we were assum ng that states wouldn't be
regul ating small businesses. On the other hand, you suggest
we can't keep themfromdoing it. How do we work our way

t hrough that kind of problenf? 1t's hard for us to analyze
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sonet hi ng ot her than what we used as our own basis for

comng up with these em ssion reductions.

MR. STRAUS: | think what we would |ike to see is
a stronger nessage to the states to keep their hands off the
peopl e that you did not include in your budgets. Cbviously
if a state were to require equivalent emssions froma 15 or
an 18 negawatt unit as part of its plan, EPA would be in a
position to reject it, as | understand, but that would be
pretty Draconian. Wy not tell the states up front that
they should either elimnate or seriously limt the inpact
on the very, very small units and avoid that problem W
don't want to have to fight that battle in Chio as well as
i n Washi ngt on.

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

We have four remaining witnesses. W wll do them
in two groups of two. The first one is M. Tom Madsen and
Ms. Manmat ha Gowda.

MR. MADSEN: Thank you very much. |'m Tom Madsen
| " m speaki ng today on behalf of Illinois Power Conpany, a
public utility with 550,000 el ectric custoners serving
central and southern Illinois. W have approxi mtely 4,000
megawatts of coal -fired steam generating plants which would

be affected by this proposed rul emaki ng.
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| would like to offer comment in three different

ar eas.

First, what we believe to be inadequacies of the
notice of the proposed rul emaki ng.

Second, inconsistencies wth the recomendati ons
of the Ozone Transport Assessnent G oup.

Third, our support for the testinony of the
Al liance for Constructive Air Policy (ACAP).

First, in regard to the inadequacies of the notice
of the proposed rul emaking. For the purposes of this
rul emaki ng EPA has chosen not to nodel each state
separately. Until EPA perforns a prerequisite
state-by-state analysis and a finding of significance,
I1linois Power feels that these anal yses are inconplete and
the basis for this proposed rul emaki ng woul d be i nadequat e.

Even if EPA perforned a state-by-state anal ysis
based on the supporting date in the proposed rule, the
results would be suspect due to sone inaccuracies in EPA s
data and assunptions. One of those assunptions concerns the
ability to retrofit over 1,000 units with drastic NOx
controls in approximately three years.

Besi des needing to design, procure and retrofit
the control equipnent, boiler operators are going to need to

coordi nate these extensive unit outages w thout conprom sing
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their entire electric supply systens. This is several tines

nore aggressive than the retrofits that were needed on phase
Il acid rain boilers, which involved 300 units over an
approxi mately 5-year period of tine.

| P woul d recomrend t hat EPA address this reality
of their proposed rules and the ability or the inability of
the sources to conply prior to the pronul gation

In regard to inconsistencies wth OTAG
recommendati ons, OTAG did not recomend a uniform 22-state
NOx cap based on .15 pounds per mllion Btu. OIAG s basic
recomendation for utility sources was between C ean Air Act
control levels and the | ess stringent of 85 percent, or .15
pounds per mllion Btu.

Even then OTAG recomrended a 12-nonth subregi ona
study to determ ne appropriate |evels for each subregion.
EPA did not allow for the recommended subregi onal study
period. EPA did not custom ze the NOx reduction strategies
based on air quality and control effectiveness. Instead, we
have a single control |evel across the region.

It appears that this rate-based cap can translate
to over 90 percent NOx reductions for some units, and this
is greater than any reduction strategy recomended by OTAG

Finally, our endorsenent of ACAP. Illinois Power

is a nmenber of and supports the testinony of the Alliance
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for Constructive Air Policy. The ACAP strategy provides

significant and tinmely NOx reductions. The ACAP strategy
will allow the atnospheric nodelers the tine that they need
to identify if and where nore reductions nmay be needed and
whet her those reductions should come from VOC or NOX
sources, fromground | evel or elevated sources, from urban
or rural sources, as well as fromwhich states. Again,
that's very consistent with OTAG

The ACAP strategy would also allow nore tinme to
retrofit the units affected by the initial guarantee, and if
needed, still provide tinme to install additional controls
consistent wwth the attainnment tineliness for serious and
severe nonattai nnent areas.

The ACAP strategy is one that |IP hopes is endorsed
by the states and woul d be recogni zed by EPA as a
reasonabl e, cost-effective way to address the renaining
ozone nonattai nment problenms in our country.

Thank you very much for the chance to present this
statenent to you today. W intend to file additional
witten comments prior to your March 9th deadl i ne.

MR, WLSON:. Thank you

Ms. Cowda.

M5. GONDA: Good afternoon. M nane is Manat ha

Gowda. |I'mwth Sierra Cub's environnmental quality
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program | appreciate the opportunity to comrent on the

ozone transport SIP call. On behalf of the half a mllion
menbers of Sierra Club, we urge the Environnental Protection
Agency to strengthen its October 1997 proposal to reduce
snobg-causing pollution in 22 states east of the M ssissipp
Ri ver, including the northeastern states.

Whil e we believe the EPA proposal is a step in the
right direction, we urge EPA to tighten the snpbg em ssion
limts to require 50 to 70 percent reductions fromtoday's
levels and to require full inplenentation by the year 20083.

Scientific studies confirma direct relationship
between declines in air quality and increases in health
probl ens, especially anong the young and the el derly.

In a 1996 13-city study conducted by the Anerican
Lung Associ ation and the Harvard School of Public Health,
ground-| evel ozone was |inked with approximately 10,000 to
15, 000 hospital adm ssions for respiratory conditions in 13
U S cities during the 1994 and 1995 hi gh ozone season. The
respiratory conditions anal yzed i ncluded asthma, pneunoni a,

i nfl uenza, bronchitis, and chronic obstructive pul nonary
di sease.

In addition, between 30,000 and 50, 000 energency

roomvisits during the sane nonths were |inked with high

ozone | evel s.
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Anmong the cities included in the 13-city study

were a diverse range of geographi c and denographi c areas.

Wil e the power sector is the largest industrial
source of snog-creating chem cals, cleaning up em ssions
frompower plants is one of the nost cost-effective
strategies to reduce snog pollution. O the approxi mtely
1, 000 power plants operating today, 500 were built before
nodern pol lution protections went into effect.

d der power plants do have to neet sone pollution
controls. In many cases the law still allows ol der plants
to emt pollutants at four to ten tinmes the rate of new
plants built today. Yet old plants continue to operate,
creating pollution problens that stray far fromtheir
sour ces.

Using real world air quality nmeasurenents and
nmet eor ol ogi cal neasurenents, the Northeast States for
Coordi nated Air Use Managenment (NESCAUM issued a study | ast
year assessing the magnitude and inpact of pollution
transport. The NESCAUM st udy concl uded that |ong-range
transport of ozone and its precursors fromupw nd states of
the M dwest and Sout heast contribute significantly to
chronically high and unhealthy | evels of ozone pollution
t hroughout | arge areas of the Northeast.

EPA' s proposed rule would require 22 states east
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of the Mssissippi River to reduce nitrogen oxide by up to

70 percent from projected 2007 levels. Wile the proposed
rule is a long awaited first step in the effort to clean up
snobg em ssions east of the M ssissippi R ver, NOx reductions
shoul d be based on today's power plant operation |evels and
not those projected a decade from now.

M dwestern and southern states are | arge
contributors as well as victins of their own snog pollution.
The m dwestern and southern states have nmuch to do when it
cones to cleaning up snog, but they also have nmuch to gain
in ternms of public health benefits for their own citizens.

Equal Iy, the northeastern states nust do nore to
i nprove regional air quality. Wile we generally support
t he proposed snog rule, we call on EPA to enhance public
protection for our famlies, for our future by reduci ng snog
em ssions by 50 to 70 percent fromtoday's |evels, including
a firmand unbreakabl e em ssions cap on snbg eni ssions,
fully inplenenting the snog rule by 2003, and i ncl udi ng
stronger incentives for energy efficiency and renewabl e
energy in the effort to reduce snbpg em ssions.

Thank you.

MR. WLSON: Thank you very much.

M. Madsen, a question | had of sonme others. |If

you could submt sonme information for the record. You were
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supporting the 2-stage concept, and if you could anal yze how

the first stage |l evel would conpare to the tighter NOx
requi renents for your conpany, it would be hel pful to us.

MR MADSEN: | will be happy to do that, sir.

MR. WLSON: Thank you both very nuch for com ng.

The | ast two wi tnesses are M. Jason G unet and
Conmi ssi oner Lewi s Shaw.

MR, GRUVET: | want to thank you for the
opportunity to be here today. NESCAUM represents the eight
Nort heast state air pollution control prograns, and it is on
their behalf today that | conme to share our enphatic support
for the section 110 proposal under consideration today.

In short, at long last this proposal finally
recogni zes the true physical reality of ozone formation; it
provi des equity anong different regions of the country in
terms of air pollution control responsibilities; and equally
inportant, it provides the flexibility that states have
al ways desired in trying to design control strategies nost
appropriate for ourselves.

|'"d say next to the NAAQS this is probably one of
the nost inportant regulatory actions the agency has
undertaken, certainly in the | ast decade, in our opinion.
Wiile | don't want to dimnish its inportance, due to the

| ength of the day and |I'm sure yesterday, | think |I'm going
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to focus just on two points. One is the basis for action

and the second point is the appropriateness and necessity of
autility cap based on the uniformapplication of a .15
pound per mllion Btu standard.

First, I'lIl tell you what |I'mnot going to talk
about. [I'mnot going to tal k about how technol ogically
feasi bl e these standards are.

|"mnot going to go into any detail on the study
that we are soon to conplete, which we will submt to you
whi ch suggests, to us at least, that in fact a .10 standard
is equally achievable and attainable in the tinme franes
under considerati on.

"' mnot going to share our analysis that suggests
that the costs that EPA has projected are sonewhat
overstated, particularly when we | ook at the |ikelihood of a
tradi ng program

" mnot going to focus on the inportance of the
agency noving forward with ot her nmeasures such as the AIM
rule, National Low Em ssion Vehicle program and heavy duty
engi ne control strategies. | guess we would also like to
stress as an aside the urgency of actions to ensure that
t hose heavy duty engi nes achieve their in-use em ssions over
their full useful Ilives.

VWhat | do want to tal k about is the basic engine
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driving this action, and that is EPA's recognition that

ozone is a regional problemthat requires regional

solutions. O course | haven't been able to hear nuch
testinony yesterday or today, but | have already heard calls
for nore study, the suggestion that we don't know enough, we
really should take sone nore tine. Fromthe perspective of
the Northeast states, in the face of what we know, we think
that would be patently irresponsible public policy.

l"d like to give a quick review

The regional nature of the ozone probl em was
understood shortly after the adoption of the 1970 Clean Air
Act. A 1973 study conducted in New York State concl uded
that "l ocal photochem cal generation of ozone is not the
dom nant mechani sm for ozone production.”

A 1976 conference jointly hosted by EPA and the
CECD concl uded that "el evated oxi dant ozone concentrations
can originate upw nd fromas far away as 1,000 kil oneters"
and that regional "multistate control prograns are needed
rather than state-by-state efforts.”

By the 1980s, it's fair to say that transport and
regi onal problens was al nost common know edge. The O fice
of Technol ogy Assessnent in 1984 reported to Congress that
until recently air pollution was considered a | ocal problem

now it is known that winds can carry air pollutants hundreds
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of mles fromtheir points of origin.

We are all famliar with the NAS study which
concluded that there are persistent blankets of ozone snbg
covering thousands of kilonmeters of the eastern U. S.

| mention this only to point out that OTAG
coll ected, reviewed and augnented this data to a trenendous
degree. But it led to a really unm stakabl e concl usi on,
that while |local control nmeasures continue to be necessary,
they are not going to be enough.

The fact that it's inpossible to hold an area
responsi ble for pollution it doesn't create has, of course,
led EPA to try to do sone things, |ike Rhode Island s 1982
attai nment but for transport policy, the overwhel m ng
transport policy, changes to nodeling design days, to
alleviate the unfair burden of sanctioning a state for
activities beyond its control.

Wil e the Northeast states appreciate EPA' s
acknow edgnent of transport to alleviate unnecessary
downwi nd burdens, we appreciate nmuch nore the actions of the
agency to actually control those upw nd em ssions, because
while we can alleviate the political burdens fromtransport
through regulatory efforts, we can't, unfortunately, reduce
t he public health burdens unless we reduce the pollution.

To that end, we see this nmeasure as a fundament al
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shift in our regulatory paradigmthat has been | ong com ng,

and we support it.

Wth regard to the specifics of the uniform
application of standards, | know we have heard a | ot of
desire for additional nobdeling, suggestions that every ozone
nmol ecule is not created equal. Wile that may be true, our
anal ysi s suggests that the .15 standard is very
cost-effective throughout all 22 states. Wile the benefits
may be sonmewhat greater in OChio than in Al abama
nevert hel ess, when you conpare it to the other control
strategies available to us, we think it's cost-effective
across the board.

For that and many ot her reasons, we support this
action.

MR, WLSON. Thank you

Comm ssi oner Shaw.

MR. SHAW Good afternoon. |'mLew s Shaw, deputy
conmi ssioner wwth the South Carolina Departnent of Health
and Environnmental Control. |[|'mproud to say that South
Carolina is an attai nnment state once again. However, we are
opposed to this proposed rule for a nunber of inportant
reasons, both technical and |egal.

South Carolina, |ike other states, has said from

t he begi nning that sound science fairly applied nmust be the
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basis for devel oping solutions to the ozone nonatt ai nnment

probl ens of Atlanta, the Lake M chigan area, and the
Nor t heast corridor.

| am here today because EPA has incorrectly
targeted South Carolina as contributing to the failure of
these areas to attain the 1-hour standard. South Carolina
concurs there is a problem it does exist; but South
Carolina does not contribute to this problem

EPA' s proposed rule and title -- and | would |ike
to enphasize the title -- "Finding of Significant
Contributions"” fails to utilize sound science.

In addition, EPA has failed to fairly apply the
proposed rule. The rule effectively ignores Congress and
the Clean Air Act by attenpting to acconplish through
regul ati on what Congress has deliberately chosen not to do
t hrough | egi sl ati on.

The rule plays fast and | oose with the very
inportant term"significant contribution,” and it uses it in
such a way as to deprive it of any neaning. Using the
rule's logic, any contribution whatsoever within an
arbitrarily drawn nodeling grid line is now significant.
This clearly is not the | egal or comon sense use of the
wor d.

Section 110 of the Cean Air Act requires a
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state-by-state denonstration of significance, and not a

conposite or an aggregate showi ng. Again, EPA is ignoring
the cl ear neaning of the | aw

It is conpletely inappropriate, both legally and
technically, for EPA to address the new 8-hour standards in
this proposed rule. The Cean Air Act |lays out a
del i berative process for states to address nonattai nnent
i ssues created by a new or revised standard. EPA shoul d not
require states to take potentially punitive or m sdirected
measures prior to being designated nonattai nnment.

But for the sake of today's argunent, let's
pretend the proposed rule has a solid | egal basis. Forget
the congressional intent, the Clean Air Act, the Federal
Adm ni strative Procedures Act, and | egal precedent. There
is absolutely no technical basis for a conclusion that South
Carolina contributes significantly or otherw se to those
nonattai nnment areas of Atlanta, Lake M chigan area, or the
Nor t heast corridor.

The proposed rule also fails to provide the needed
techni cal denonstrations. |t does not define significant
contribution; it does not provide support for its findings
of significant contribution; it does not denonstrate on a
state-by-state basis transport, if there is any, or the

degree of transport; it does not denonstrate that Draconi an
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across-the-board reductions will assure attai nnent of the

1-hour standard; it definitely does not denonstrate how
contributions, if any, from South Carolina preclude those
specific areas fromdenonstrating attainment with the 1-hour
st andar d.

Thr oughout the proposed rule, EPA presents its
actions as being based on OTAG recomendati ons. EPA' s
i nproper interpretation of the OTAG reconmendati ons has
infuriated states and ot her stakeholders. | believe the
OTAG was successful. It devel oped recommendations, it
enhanced communi cations, and it fostered partnerships.
Unfortunately, this proposed rule's tw sted use of the OTAG
findings will inhibit active and constructive participation
in future simlar efforts.

| respectfully request that EPA reconsider the
proposed rule and its effects on South Carolina and ot her
states. Proceeding along this dangerous and
precedent-setting course will result in expensive and
protracted litigation. Instead of forcing states, EPA and
ot her stakeholders to commt resources to | egal chall enge,
EPA has the opportunity to allow states the flexibility to
commt those resources to fulfill the original OTAG
recommendati on of nore detail ed subregi onal nodeling

necessary to answer all of the questions the proposed rule
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has failed to address.

Thank you for the opportunity to provide ny
prelimnary coments today. Mre detailed witten conments
will be submtted prior to the closing of the record.

Recogni zing the conplexity of these issues and
their far-reaching inpacts to citizens and the business
sector unable to be present, we request that EPA extend the
coment period an additional 120 days and conduct public
hearings in all affected states. Anticipating that public
comments received will result in significant changes to the
proposed rule, we request that EPA republish a proposed rule
that accurately addresses all concerns.

| sincerely hope that at the end of this process
sound science will prevail.

Thank you.

MR, WLSON. Thank you

M. Gunet, earlier in the hearing others have
rai sed the concern that the SIP call would inpose a burden
on attainment areas in upwind states for problens where the
nonattai nnment states aren't doing all that they could be
doing to neet the standards. You don't need to coment on
that now. | think many of the exanples canme from states
that were nenbers of your group, and you nay want to react

to sone of those coments.
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MR GRUMET: |I'Il certainly reflect that. The one

thing I would say is that a rising tide wll [ift all boats.
| think it's been kind of a nihilistic sense that it just
woul dn't matter that has underm ned sone efforts in sone
Nort heast states to do things affecting the general public.
| &M and regional controls are certainly going to help.

MR. HOFFMAN.  Wul d South Carolina be able to
devel op, adopt and submt a SIP revision within the 12-nonth
period that the rule is envisioning?

MR. SHAW G ven the controversial nature of this
action, | think it would be very unlikely we would be able
to get that done in a 12-nonth peri od.

MR, HOFFMAN. |Is that because of the controversy
of it, or is that because of the state adm nistrative or
| egi sl ative tinetabl es?

MR. SHAW The legislative tinetable. W have to
have any proposed rules or regul ati ons approved by our
general assenbly. This would be a controversial issue for
us.

MR. WLSON: Thank you both very nuch for
traveling to be here today.

That concludes the |ist of witnesses we had.
Thanks to everybody who prepared testinony. W appreciate

it.



N

o o A~ W

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

24

308
W w il have a copy of the transcript within 30

days in the docket and avail able for others.

The comrent period is open until March 9th. W
intend to have a suppl enental proposal out covering a nunber
of areas, nost particularly a proposed nodel trading program
that will have its own comment peri od.

Again, this comment period is schedul ed to close
on March 9th.

That concludes this hearing. Thanks again for
everybody who cane.

[ Wher eupon, at 1:50 p.m, the hearing was

concl uded. ]



