Cct ober 6, 1999

(AR- 18J)

Lynn Fi edl er, Supervi sor

Permt Section

M chi gan Departnent of Environmental Quality
P. O, Box 30260

Lansi ng, M chigan 48909- 7760

Dear Ms Fiedler:

The purpose of this letter is to informyou of the United States
Envi ronmental Protection Agency’ s (USEPA) position regarding the
Prevention of Significant Deterioration (PSD) permt application
and proposed permt for Cadillac Renewable Energy. It is the
USEPA s position that the applicant has not performed an
appropriate Best Avail able Control Technol ogy (BACT) anal ysis.
Specifically the applicant has not docunmented or substantiated
the information on which assertions and concl usions are nade.
Most inportantly, even assum ng the unsubstantiated information
as valid, the applicant has not adequately justified why the
source should not be required to apply em ssions controls.

Al'l major stationary sources undertaking a major nodification
subject to the PSD regulations of title 40 Code of Federal

Regul ations section (40 CFR) 52.21 nust conduct an analysis to
ensure the application of BACT. The requirement to conduct a
BACT anal ysis and determination is set forth in section 165(a)(4)
of the Clean Air Act, and in the inplenmenting regul ati ons at

40 CFR 52.21(j). Further, under 40 CFR 52.21(n), the applicant
must submt and substantiate all information necessary to perform
an anal ysis and nake determ nations. In these regulations, BACT
is defined as * an emssion limtation based on the maximum
degree of reduction for each pollutant subject to regul ation

under the ACT which would be emtted from... any source ..
which is determned to be achievable taking into account energy,
envi ronnmental and econom c inpacts.” It should be noted that

possi bl e grounds for overturning a BACT decision include an

i nappropriate review (BACT procedures not correctly followed), an
i nconpl ete revi ew (BACT decisions not correctly justified), or a
revi ew based on fal se or m sl eading information.

The USEPA requires a “top-down” BACT analysis to determ ne the
appropriate emssion limtation (See the nenorandum dat ed
Decenber 1, 1987, entitled Transmittal of Background Statenment on
“Top- Down” BACT.) Follow ng a top-down approach, the applicant



must consider all available alternatives, and denonstrate why the
nost stringent should not be adopted. The top-down approach
explicitly calls upon PSD applicants to consider the nost
stringent controls first, and either adopt those controls or

expl ain why they are not achievable. Under BACT, consideration
of energy, environnental, or economc inpacts may justify a

| esser degree of control.

The USEPA has consistently interpreted statutory and regul atory
BACT definitions as containing two core requirenents that the
agency believes nust be nmet by any BACT determ nation, regardless
of whether it is conducted in a top-down manner. First, the BACT
anal ysi s must include consideration of the nobst stringent
avai l abl e control technologies (i.e., those which provide the
maxi mum degree of em ssions reduction). Second, any decision to
require a |l esser degree of em ssions reduction nust be justified
by an objective anal ysis of energy, environnental, and econom c

i npacts.

Mbst stringent Control Technol ogy

Pursuant to 40 CFR 52.21(j), Cadillac Renewabl e Energy nust
conduct a BACT anal ysis and determ nation for sulfur dioxide,
sulfuric acid, and particulate matter em ssions. The USEPA
bel i eves that the nobst stringent control technol ogy avail able can
achieve a greater than 90 percent reduction in sulfur dioxide,

sul furic acid, and particulate matter em ssions. As stated
above, the top-down approach explicitly calls upon PSD applicants
to consider the nost stringent controls first, and either adopt
those controls or explain why they are not achi evable. The
applicant has neither identified this |evel of control for these
pol lutants nor denonstrated that it is infeasible. Any decision
to require a | esser degree of em ssions reduction nust be
justified by an objective anal ysis of energy, environnental, and
econoni ¢ i npacts.

Econom ¢ Consi der ati ons

BACT is required by law, and it’s costs are integral to overal
cost of doing business. As stated above, as part of the BACT
anal ysis, the applicant nmust justify why controls should not be
required due to economc inpact. This justification nust include
docunenting capital and operating costs, either with data
supplied by an equi pnent vendor or by a referenced source.
Furthernore, the applicant nust docunent the design paraneters to
i ndependently verify clained costs. Finally, where the initial
control cost projections on the part of the applicant appear
excessive or unreasonable, nore detailed and conprehensive cost
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data are necessary. Because the applicant has not substanti ated
or docunmented such costs, any claimof adverse econom c i npact
cannot be considered valid.

Even assumi ng the applicants cost clains as |legitimte, USEPA has
not found any valid justification for a determ nation that would
not require the nost stringent controls. The applicant clains
that the anticipated econom c benefit to the conpany for burning
tires is $339,400. The applicant then concludes essentially that
any environnmental controls that would cost nore than that sum are
econom cally infeasible, and therefore should not be required.
However a cl oser inspection of the applicants analysis reveals
that the justification is flawed. The sum of $339, 400 represents
t he savings the conpany woul d generate by burning tires in place
of wood wi thout proper environnental controls. As stated above,
BACT is required by law, and it’s costs are integral to the
overall cost of doing business. The USEPA cannot all ow
applicants to claimecononic infeasibility sinply because the
total profit generated by the source would be less if the proper
envi ronnmental controls are required.

Further, even using the applicants cost cal cul ations, the total
annual i zed cost for an 80 percent efficient sodium scrubber is
$1.6 million. Based on a 375 ton reduction in sulfur dioxide
em ssions, and a 60 ton reduction in sulfuric acid mst, this
annual i zed figure translates into a cost effectiveness of

$3, 700/ ton of pollutant renmoved. The USEPA nmi ntains, barring
ot her information of adverse econom c inpact, that a cost

ef fectiveness of $3,700/ton of pollutant renoved is not cost

i nfeasible. W also believe that the actual annualized cost
woul d be nmuch closer to the nunmber cal cul ated by MDEQ which is
$662, 000. This nunber, while not taking into account site-
specific retrofit issues, translates into a cost effectiveness of
$1, 500/ ton pol | utant renoved.

Finally, where controls have been effectively enployed in the
sane source category, the econom c inpact of such controls on the
particul ar source under review should not be nearly as pertinent
to the BACT deci sion making process. Thus, where controls have
been successfully applied to simlar sources in a source
category, an applicant should concentrate on docunenting
significant cost differences, if any, between the application of
the controls on those sources and the particul ar source under
review.

At least three other facilities in this source category have been
identified that enployed flue gas desul furization em ssions
controls. The facilities are:



Ri dge Generating Station, Florida
Chanpi on I nternational, Al abana
Chewt on 3 en Energy, IL

The applicant has not docunented any significant cost differences
bet ween these facilities, that have been required to enploy flue
gas desul furization em ssions controls, and the Cadill ac
Renewabl e Energy facility. The only cost differences that have
been identified are unsubstantiated, and include costs for

removal and denolition of the existing stack and costs for
denolition and relocation of the ash building. The USEPA fi nds
these costs do not justify a determ nation of not requiring
controls.

Concl usi on

Regardl ess of what pollution controls other projects were
required to install, the nodification of this source triggered a
PSD review, which in turn requires a “top-down” BACT anal ysis.
The “top-down” BACT analysis requires that the npst stringent
controls be evaluated first, the second nost stringent controls
eval uated second, and so on. Only after convincing argunents are
presented showing that a control is either technicaly infeasible
or is unreasonabl e based upon energy, environnental or econonic
concerns, can this control be rejected as BACT

The applicant has only made unsubstantiated cl ai ns of adverse
econonmi c inpact. Analyzed without substantiation, these clains
do not justify requiring a | esser degree of control due to
econonmi c inpact. Unless unique and convincing argunents are
presented showi ng that the use of 90 percent efficient wet
scrubber controls are infeasible, the controls should be required
as BACT.

Based on the issues outlined above, it is the position of the
USEPA that this permt does not nmeet the requirenents of the
Clean Air Act section 165(a)(4) and its inplenenting regul ations
at 40 CFR 52.21. W would like to continue to work with M chigan
Department of Environnmental Quality to ensure that a permt
neeting the requirenents of the Clean Air Act and associ ated
rules and regulations is issued. |If we can answer any questions



regardi ng these comments, please contact Eaton Weiler, Permt
Engi neer, at (312) 886-6041.

Si ncerely yours,
/sl

Robert B. M Il er, Chief
Permts and Grants Section

cc: Mary Ann Dol ehanty
M chi gan Departnent of Environmental Quality

Hei n Nguyen
M chi gan Departnent of Environnental Quality



standard bcc's: official file copy w attachnent(s)
originator's file copy w attachnent (s)
originating organization reading file w attachnent(s)

ot her bcc's: Laura Hartman (via WPO
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