




















									June 27, 1997











Ms. Mary A. Gade, Director 


Illinois Environmental Protection Agency


2200 Churchill Road


Springfield, IL 62706





Dear Ms. Gade:





Attached are Southern Company’s comments on the final OTAG recommendations approved on June 19, 1997.  Specifically these comments address the recommendations associated with:  a) non-utility point source controls, b) vehicle emission inspection and maintenance controls, c) the trading program framework, and d) the final approval of the entire OTAG recommendation package.





We reiterate our comments submitted on June 13, 1997 since they resulted in little change in the final OTAG recommendations approved on June 19, 1997.  Some of these comments are also restated in the attached comments.  





We are pleased that the June 20, 1997 summary of the recommendations eliminate the language “within 12 months of their proposal” in the Additional Modeling and Air Quality Analysis section related to the states subregional modeling effort and the EPA SIP call.  


However, we remain concerned that the additional modeling analysis language in the specific sections focuses on utility and non-utility controls and does not clearly indicate an intention to evaluate all source categories for cost-effective controls.  Additionally, while we concur that much good work and learning has resulted from OTAG's technical modeling and analyses, there are also important limitations that need to be reflected.  Indeed, these limitations lead directly to the recommendation and need for additional sub-regional modeling and analyses.  The OTAG emission inventory limitations and the incorrect use of the OTAG information will also be reflected in EPA’s calculation of proposed statewide tonnage budgets and we have provided additional comments in the attached on these issues.
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Of special concern is the lack of inclusion in the final OTAG recommendations of the entire OTAG goal and its reference to cost-effectiveness and feasibility.  Additionally, the general lack of the use of cost data coupled with the modeling results to determine the cost-effectiveness of recommended controls is disturbing.  Hopefully in the recommended subregional modeling analyses cost-effectiveness will be properly evaluated prior to any final EPA and state regulations.     





If you have any questions please call me at (205) 257-6468.





						Sincerely,











						W. D. Herrin, Manager


						Clean Air Compliance


						Research and Environmental Affairs





/slm





Attachment





cc:	Diana Andrews - Kentucky


	Debra Banks - Walcoff


	John Daniel - Virginia


	Ron Gore - Alabama


	John Johnston - West Virginia 


	Jim Joy - South Carolina


	Brock Nicholson - North Carolina 


	Harold Reheis - Georgia


	Howard Rhodes - Florida


	Dwight Wylie - Mississippi


�
Ms. Mary A. Gade


June 27, 1997


Page 3














bc: 	Andrea Field - H&W


	Norm Fitchthorn - H&W


	Cal Ogburn - CP&L


	Mike Stroben - Duke


	Greg Signer - TVA


	Pat DalPorto - AEP


	Dave Flannery - MOG


	David Parks - BG&E
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Name: Danny Herrin - Manager, Clean Air Compliance


Affiliation: Southern Company Services


Address: P.O. Box 2625


	 Birmingham, AL 35202


Phone: (205) 257-6468


FAX:   (205) 257-7938


E-Mail: danny.w.herrin@scsnet.com





Issue:  Non-Utility Point Source Controls





Position:  The OTAG recommendation assumes that the states will have flexibility in determining control levels for appropriate non-utility point source controls and that EPA will be able to appropriately calculate a state NOx budget with available data and in a limited time frame.  Additionally the recommendation assumes that a majority of the industrial sector has signed off on this recommendation.





The calculation of a state by state emission tonnage budget received only minimal discussion in the OTAG process and is only briefly mentioned in the utility control section yet is an integral part of the non-utility control recommendations.  Underlying the OTAG recommendations is the calculation of the state tonnage budgets by EPA and the key cornerstone to EPA’s expected SIP call.  We have submitted comments on OTAG’s Technical Analysis  recommendation that there are known problems with the emissions inventory and requested a formal recognition of those problems.  The OTAG inventory --although a major accomplishment -- was based on episode periods and did not adequately cover the issues that will arise with the calculation of a seasonal tonnage budget for source emission reduction determinations.  The issues of identifying actual source-by-source emissions and their future growth and tying that calculation to specific reductions will be a major undertaking.  It is critical that EPA provide sufficient information in their rulemaking process so that states and stakeholders will be able to determine how the state tonnage budgets were calculated and that sufficient time be given to review that information and provide comments.  We have already seen evidence that the available OTAG inventories, along with other information, may be used incorrectly.  The Southern Appalachian Mountain Initiative (SAMI) has used OTAG data to calculate 1990 annual NOx tons incorrectly for Southern Company plants.  Also, the assumed 1990 NOx rates for Southern Company units in EPA’s 1996 Compliance Report for the Acid Rain Program are significantly different than the OTAG data.  If there is this much confusion on the closely monitored utility emission data, how can we expect non-utility and other sector emissions data to be correct.





It is also of concern that the recommendation assumes that the industrial sector has approved the recommendation based on conversations with the Council of Industrial Boiler Owners (CIBO), yet many states have indicated that their industrial sources were unaware of the recommendation.





Alternative Recommendation:





The OTAG recommendations should include a recognition of the inventory problems and recommend that the states begin work on improving the inventory prior to the final SIP call.  Additionally, it is further recommended that states and EPA allow for adequate time for industrial stakeholders to evaluate their emission inventories and related calculations. 


 


Rationale:





See above position discussion.





Issue: Vehicle Emission Inspection and Maintenance Controls





Position:  





The Southern Company generally supports the OTAG recommendation for vehicle inspection and maintenance (I/M) controls.  However, the issue of how appropriate credit for current and future I/M programs will be determined is confusing at best. 





Alternative Recommendation: 





The recommendation should include a mechanism for states and stakeholders to provide input to an EPA determination of appropriate credit for I/M programs.  The following should be included after “EPA” in the second paragraph: ,with input from the affected states and appropriate stakeholders, .





Rationale: 





The appropriateness of credits given for I/M programs should be an issue that allows for input from the states and stakeholders and not just an EPA determination. 





Issue: Trading Program Framework





Position:





Southern Company generally supports the OTAG recommendation, Trading Program Framework, with the following explanation and caveats:





�
The text makes four key points in the discussion of Track One (capped trading systems): 





States that elect the system could be part of a common, interstate emissions market.


Designated sources would  be authorized to participate in emissions trading.


Other stationary sources could opt-in to the market under specific conditions.


A central regulatory authority could administer this multi-state NOx market system.   





These points are equally applicable to Track Two (uncapped) trading systems, and we would have preferred to see this reflected in the recommendation through more parallel language in the discussion of Track One and Track Two. 





The existing Track Two language is more qualified, implicitly leaving the reader with the mistaken impression that Track Two is somehow a less feasible and therefore less desirable course.  We believe that Track Two is an attractive and equally feasible alternative for those states who want to reap the benefits of trading without incurring the restrictions on growth and other difficulties associated with a Track One, capped system.  By using parallel language, both Tracks would have been evenhandedly treated and, thus, this problem would have been avoided.





However, based on our participation in the development of the recommendation as well as attendance at the June 19 Policy Group meeting where the recommendation was adopted, we understand that the purpose of the Track Two language was not to convey any inherent bias against the Track Two approach but to make two distinctions between Track One and Track Two paths: 





Because there is more experience to date with actual implementation of the Track One type of system, more time may be required initially to develop an accepted, workable set of rules for operation and implementation of a broad-based, multi-state Track Two system.


While EPA is willing to provide central administration of a Track One system, they currently are not willing to commit to central administration of a Track Two system.  However, they are willing to work with the states to be able to administer a Track Two system.





If this understanding is correct, then Southern Company does support the recommendation, Trading Program Framework.  To the extent the Track Two language was intended to convey a bias against the non-capped approach, we do not support that part of the recommendation.





�
Alternative Recommendation:





The formation and direction of the joint state/EPA workgroup, with stakeholder involvement, should have as its underlying principle that either track is an equally attractive and feasible alternative.  EPA should also formalize its commitment to work with the states to develop the ability to administer a Track Two system themselves or through EPA. 





Rationale:





See above position discussion.








Issue: OTAG’s Overall Recommendations and  Feasibility and Cost-Effectiveness





Position:  The issues of feasibility and cost-effectiveness received little recognition during the OTAG process and the final utility cost reports have not been completed so that cost-effectiveness can be appropriately evaluated and included in the recommendations.  It should also be noted that the draft cost reports include infeasible alternatives, such as wide application of selective non-catalytic reduction at high percent removal efficiencies, as viable emission control alternatives for utilities.  In our previous comments filed on


June 13, 1997, we recommended that the language of the entire OTAG goal be included as the introduction to the recommendations.  It is disturbing that OTAG along with EPA have chosen to gloss over the issue of cost-effectiveness and feasibility in the entire process.    





Alternative Recommendation: 





At a minimum the entire OTAG goal-statement should be included somewhere in the recommendations to at least acknowledge that cost-effectiveness is an issue that warrants some consideration.  Additionally cost-effectiveness should be a major criteria in the subregional modeling work. 





Rationale:





See above position discussion.										
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