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Background

On August 19, 2002 Department representatives met with representatives from Gulf Power Company and Southern Company to discuss a planned waterwall tube replacement project at the Lansing Smith Power Generating Plant Unit 2 in Bay County.  The company submitted a letter and the project summary on August 22 (Received August 26).

Gulf Lansing Smith Unit 2 is a nominal 205-megawatt coal-fired unit.
  According to the information provided, numerous waterwall tubes on Unit 2 have experienced significant damage due to a number of reasons.  The company has determined that it is necessary to replace the waterwall tubes in the boiler to retain current unit operating capacity.  The project cost is estimated at $3.5 million and will require 20 weeks to complete.

The first issue is whether the project is exempt in accord with the Department’s definition of a modification at Sections 62-210, F.A.C.  The definition of modification at Section 62-210.200, F.A.C. states:

169.  "Modification" - Any physical change in, change in the method of operation of, or addition to a facility which would result in an increase in the actual emissions of any air pollutant subject to regulation under the Act, including any not previously emitted, from any emissions unit or facility.  (Emphasis added.)

POSSIBLE exemption

The project is clearly a physical change and thus is eligible for consideration as a modification.  The Department considered whether the project is exempt from the definition of modification as provided in Section 62-210.200(169)(a)., F.A.C.  This provision states:

A physical change or change in method of operation shall not include:  1. Routine maintenance, repair, or replacement of component parts of an emission unit.  (Emphasis added.)

It is noteworthy that this possibility for exemption provided by rule does not derive from the definition of modification in Section 111(a)4 of the Clean Air Act from which the federal and state regulatory definitions ultimately derive.  According to EPA’s Detroit Edison “Dense Pack Determination,” there is a rule of law that exclusions from generally applicable regulations should be construed narrowly.
, 
  

It is obvious to Department experts upon inspection that the project described does not constitute routine maintenance, repair, or replacement of component parts.  For the relatively small size of Unit 2, the project is extraordinary in terms of cost, the length of the outage, and scope as a complete replacement of waterwall tubes.  Even a less-than-narrow interpretation of the rule would suggest that the project is not eligible for the possible exemption.

SIGNIFICANT NET emissions increases

Gulf Power claims that the project will have no effect on the emission rate of the unit (presumably in pounds per hour) or utilization of the unit.  The Company also claims that there will be no “net emissions increase” caused by the project.  

The Department has determined that an air construction permit is required for the non-routine project described above.  The question of whether or not there is a net emissions increase is actually moot.  The more important issue is whether any increase would result in a “significant net emissions increase” that would constitute a modification subjecting the project to the Rules for Prevention of Significant Deterioration of Air Quality (PSD Rules) at Section 62-212.400, F.A.C. or 40 CFR 52.21.

The Department rule at Section 62-212.400(2)(e), F.A.C., (Emissions Increases), states:

1. Net Emissions Increase.  A modification to a facility results in a net emissions increase when, for a pollutant regulated under the Act, the sum of all of the contemporaneous creditable increases and decreases in the actual emissions of the facility, including the increase in emissions of the modification itself ………. is greater than zero.

2. Significant Net Emissions Increase.  A significant net emissions increase of a pollutant regulated under the Act is a net emissions increase equal to or greater than the applicable significant emission rate listed in Table 212.400‑2, Regulated Air Pollutants  ‑ Significant Emission Rates.

In making the determination whether or not there will be a significant net emissions increase, it is necessary to compare actual emissions before and after the project.  The Department rule at Section 62-210.200(11), F.A.C. (Actual Emissions), states:

(a) In general, actual emission as of a particular date shall equal the average rate, in tons per year, at which the emissions unit actually emitted the pollutant during a two-year period which precedes the particular date and which is representative of the normal operation of the emissions unit.  The Department may allow the use of a different time period upon a determination that it is more representative of the normal operation of the emissions unit.  Actual emissions shall be calculated using the emissions unit’s actual operating hours, production rates and types of materials processed, stored, or combusted during the selected time period.  (Emphasis added.)

The definition above relates to the “past emissions” that are compared to the future emissions in calculating whether there will be a net emissions increase.  With respect to selection of a time period, it is clear from the provision that the most recent two-year period should be used although the Department may allow the use of a different time period.  Future emissions for certain electric steam utility units (subject to WEPCO) are uniquely defined within the same section as:

(d) For an electric utility steam generating unit (other than a new unit or replacement of an existing unit) actual emissions of the unit following a physical or operational change shall equal the representative actual annual emissions of the unit following the physical or operational change, provided the owner or operator maintains and submits to the Department on an annual basis, for a period of 5 years representative of normal post-change operations of the unit, information demonstrating that the physical or operational change did not result in an emissions increase.  The definition of “representative actual annual emissions” found in 40 C.F.R. 52.21(b)(33) is adopted and incorporated by reference in Rule 62-204.800, F.A.C.  (Emphasis added.)

It is clear that the Department rule is founded on the federal rule containing the definition of representative actual annual emissions applicable to electric utility steam generators.  Federal regulation 40 CFR 52.21(b)(33) states:

Representative actual annual emissions means the average rate, in tons per year, at which the source is projected to emit a pollutant for the 2-year period after a physical change or change in the method of operation of a unit, (or a different consecutive 2-year period within 10 years after that change, where the Administrator determines that such period is more representative of normal source operations), considering the effect any such change will have on increasing or decreasing the hourly emissions rate and on projected capacity utilization. In projecting future emissions the Administrator shall: 
(i) Consider all relevant information, including but not limited to, historical operational data, the company's own representations, filings with the State or Federal regulatory authorities, and compliance plans under Title IV of the Clean Air Act; and 

(ii)
Exclude, in calculating any increase in emissions that results from the particular physical change or change in the method of operation at an electric utility steam generating unit, that portion of the unit's emissions following the change that could have been accommodated during the representative baseline period and is attributable to an increase in projected capacity utilization at the unit that is unrelated to the particular change, including any increased utilization due to the rate of electricity demand growth for the utility system as a whole. 

actual emissions preceding physical change 

Gulf Power chose a 24-month period (September, 1998 through August, 2000) during the past five years as representative of normal operation.  Actually, according to the applicable rule, it is the Department that makes the final decision on this matter and may allow a time period different than the two years immediately preceding the physical change.  Normally, the Department insists on the use of the most recent two years.  But in the case of electric utility steam generators, the Department generally allows use of a different two-year period within the past five years.

The basis of this allowance for power plants is that it is the clear intent of the federal regulation upon which the Department based its own rules applicable to electric steam utility generators.  The preamble to the federal rules implementing the WEPCO decision states:
  

“Under the proposed action, the Administrator would presume that any 2 consecutive years within the 5 years prior to the proposed change is representative of normal source operations for a utility.”  (Emphasis added.)

Also:

“Source owners or operators desiring to use other than a 2-year period or a baseline period prior to the last 5 years may seek the Administrator's specific determination that such period is more representative of normal operations.”

Thus, greater weight is given to the baseline period (within the recent five-year period) chosen by the owner or operator of an electric utility steam generator than the weight accorded to requests from owners or operators of other kinds of facilities.  For that reason, the Department accepts the period chosen by Gulf Power with certain reservations.  The Department accepts the time period for the purpose of past utilization.  This is consistent with the mentioned preamble, which states:

“Where the change does not increase the unit's emissions factor, i.e., the amount of pollution emitted by a source after control per unit of fuel combusted (such as pounds of SO2 emitted per ton of coal burned), the utility may submit annual utilization data, rather than emissions data, as a method of tracking post-change emissions.  If annual utilization data show that the unit increased utilization above baseline levels, the permitting authority should determine whether the increase resulted from the change. Where a causal link exists between the change and the increase in utilization, the permitting authority should then determine whether emissions have also increased as a result of the change.”  (Emphasis added.)

There is a second reason for relying on utilization rather than emissions.  The reason is that SO2 emissions during the period selected by Gulf Power are higher than allowed by subsequent limitations imposed in the facility Title V Operation Permit.
  The limitations were necessary to avoid theoretical exceedances of SO2 ambient air quality standards that can occur under certain operating scenarios.  By comparing past and future actual emissions one could mistakenly infer that the proposed project will cause emissions decreases.

The company submitted updated information to the Department consisting of recalculated past actual emissions derived by using the past utilization data in conjunction with the limitations imposed in the Title V Operation permit.  Following is a table listing past actual emissions estimates for comparison with future emissions.

	Pollutant

(Average Annual Emissions)
	Baseline Period Suggested by Gulf Power

(Sept 1998 to Aug 2000)
	Past Two Calendar Years

(Annual Operating Report Data for CY 2000 and 2001)

	SO2
	15,270
	8,598

	NOX
	2,875
	2,471

	PM
	206
	130


actual annual representative emissions after the physical change 

To estimate the average emission rate, in tons per year, for the 2-year period following the physical change, Gulf Power obtained future utilization estimates from the production cost models that are used to project fuel requirements.  On a calendar year basis, the production cost model used by the company not only predicts how much coal the unit will require but also identifies the source (spot market coal supplier) and quality (Btu/lb and percent sulfur by weight) of the required coal.

Applying emission factors (lb/mmBtu) for NOX and PM, and calculating SO2 emissions from the percent sulfur by weight and heat content of the future coal supplies, yields the following estimates for actual annual representative emissions after the physical change.

	Pollutant
	Calendar Year 2004

(tons)
	Calendar Year 2005

(tons)
	Annual Average Emission Rate

(tons)

	SO2
	5,471
	7,552
	6,512

	NOX
	2,487
	2,429
	2,458

	PM
	131
	128
	130


additional considerations

A facility-wide cap on NOX emissions already applies on existing Units 1 and 2.  This same cap also applies to the combination of Units 1, 2, and recently constructed Unit 3.  The cap was imposed to ensure that the addition of Unit 3 will not result in annual emissions greater than recent actual annual NOX emissions.
  Therefore a project that would greatly increase the availability of Unit 2 (or Units 1 and 2) would need to include substantial control of NOX emissions.

As mentioned above, the trend for SO2 emissions is generally downward due to imposition of emission limits of 2.1 and 2.7 lb SO2/mmBtu on Units 1 and 2, respectively or 4.5 lb/mmBtu when operated together.  This compares with the previous limits of over 6 lb/mmBtu for the various scenarios.  

There may be future fluctuations in SO2 emissions unrelated to the project caused simply by the manner that Gulf Power conducts its coal purchasing within the requirements of its new SO2 limits and Southern Company’s Title IV Acid Rain management plans.  Gulf Power provided an explanation detailing why they expect some increases between 2004 and 2005 (future use of spot market Venezuelan coal versus coal from Colorado).
  This increase appears to be unrelated to the project contemplated by Gulf Power.  

Determination whether there will be a SIGNIFICANT net emissions increase

Significant net emissions increases for SO2, NOX, and PM are codified in Table 212-400-2, F.A.C. as 40 tons per year, 40 tons per year, and 25 tons per year, respectively.  The following table compares the baseline (pre-construction project) actual emissions to the projected (post-construction project) emissions.

	Pollutant

(Significant Emission Rate)
	Actual Annual Average Emissions

(tons)
	Future Annual Average Emissions

(tons)
	Projected Change

(tons/year)

	Gulf Power Suggested Baseline (Sept 1998 - Aug 2000)

	SO2 (40 tons)
	15,270
	6,512
	-8,758

	NOX (40 tons)
	2,875
	2,458
	-417

	PM (25 tons)
	206
	130
	-76

	Past Two Calendar Years Baseline (CY 2000 and 2001)

	SO2 (40 tons)
	8,598
	6,512
	-2,086

	NOX (40 tons)
	2,471
	2,458
	-13

	PM (25 tons)
	130
	130
	0


Because the projected change in emissions is less than the significant emission rate for all three pollutants under discussion, the construction project is not anticipated to cause a net emissions increase.  Note that the Department does not believe that the construction project is responsible for the projected decrease in emissions.

additional requirements applicable to gulf power

The Department requires a permit for Gulf Power to proceed with the planned work.  However the permit does not require incorporation of additional emission limitations for this specific project.  The preamble to the WEPCO rule states:

“The EPA does not, however, agree with comments that post-change emissions estimates must always be made into permanent federally-enforceable permit conditions. To do so would permanently restrict a utility's legally allowable emission limits to its pre-change actual emissions level unless it subsequently underwent NSR, and would fail to account for the very real possibility that emissions might increase over baseline levels in the future for reasons unrelated to the physical or operational change in question.”

The Department will require Gulf Power to submit the information described in the definition of actual emissions at Section 62-210.200(11)(d), F.A.C., which is clearly an applicable requirement.  Gulf Power should also include the applicable requirement in its next Title V Operation permit application.  

According to the preamble to the WEPCO rule:

“Appropriate records are to be submitted to the permitting agency on an annual basis for a period of 5 years from the date the unit begins operations (i.e., post-change operations after an initial shakedown period). A longer period, not to exceed 10 years, may be required by the permitting agency where it has determined that no period within the first 5 years following the change is representative of source operations. 

Since it is expected that utilities will submit the same data normally used to report emissions or operational levels under existing Federal, State or local air pollution control agency requirements, EPA does not expect that documentation of post-change actual annual emissions will impose any additional data collection burden on the part of a utility.”

Limitations of department’s opinion

The Department’s preliminary determination is based only on the facts presented by Gulf Power, the few Department rules sufficient to evaluate the proposed project, and the Federal regulations upon which they were clearly based.  

The Department’s opinion does not consider any other conceivable past projects that when aggregated with the present one could result in significant net emissions increases.  It does not serve as a shield against any conceivable actions contemplated (to which the Department is not privy) by EPA as a result of its inquiries via the Section 114 process into past projects by Gulf Power at the Landing Smith facility.

Furthermore the Department’s determination is strictly limited to this specific case and should not be used as a precedent for other cases, or lead to unintended consequences construed from the language contained in this determination.  Ultimately, it is the Department that interprets its own regulations and opinions.  

A. A. Linero, P.E., Program Administrator
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