\,ﬁg’ " UNITED STATESENVSRONMENTAL PROTECTIONAGENCY

SECENED
H REGION 10 RELEIVES
% 1200 Sixth Avenue GEEPAL
%% d; Seattie, WA 98101
" prov¥ BEE Giie o
June 19, 2008 TEYR PEALS fm; )

Reply To
Attn Of: ORC-158

U.S. Environmental Protection Agency

Clerk of the Board, Environmental Appeals Board (MC 1 103B)
Ariel Rios Building

1200 Pennsylvania Avenue, N.W.

Washington, D.C. 20460-0001

Re:  Notification of Response to Remand Order Shell Off Shore Inc. OCS Permit Nos.
R100CS-AK-07-01 and R100CS-AK-07-02.
Appeal Nos. 07-01& 07-02

Dear Sir or Madam:

On September 14, 2007, the Environmental Appeals Board (EAB) issued an order that
denied review and part and remanded the Quter Continental Shelf (OCS) Minor Air Quality
Control permits issued to Shell Offshore Inc. for the Kulluk Drilling Unit and the Frontier
Discoverer Drilling Unit. This letter is written to provide notification to the EAB and to the
participants in the permit appeal that EPA has revised and reissued a Minor Air Quality Control
Permit for the Kulluk Drilling Unit (OCS Permit No. R100RC-AK-07-01 (revised)) and has
suspended further permitting activity with respect to the Frontier Discoverer Drilling Unit.

The revised permit, issued by EPA Region 10 on June 18, 2008, for the Kulluk Drilling
unit is enclosed. Also enclosed is the response to comments received on the draft revised permit.

In accordance with 40 C.F.R. § 124.15, this permit will become effective no sooner than
July 21, 2008 unless a petition for review is filed with the EAB. Additionally, pursuant to
Permit Condition 28, this permit is not effective until EPA has completed its consultation
obligations under the Endangered Species Act (ESA) with respect to the polar bear, and the

permittee has amended its application and/or EPA has amended the terms of this permit as a
result of the consultation, :

Pursuant to the EAB’s remand order, the Petitioners and others with standing to appeal
under 40 C.F.R § 124.19 may file an appeal with the EAB pursuant to 40 CF.R. § 124.19. Also
in accordance with the remand order, any such appeal must be limited to the remanded issues and
issues arising as a result of any modification the Region made to its permitting decisions on
remand. :




Please feel free to contact me at (206) 553-1169 should you have questions regarding this

notification.
} _ Sincerely, g M
' (Q@r Juli eMatthews
Assistant Regional Counsel
Enclosures

cc:  Christopher Winter, CRAG Law Center
Michael LeVine, EARTHIUSTICE
Susan Mathiascheck, Patton Boggs




S T : UNITED STATES ENVIRONMENTAL PROTECTION AGENCY

] 1 REGION 10
% . . 1200 Sixth Avenue, Suite 900
# Seattle, Washington 98101 -3140

ALASKA OUTER CONTINENTAL SHELF
AIR QUALITY CONTROL MINOR PERMIT
APPROVAL TO CONSTRUCT

Permit Number: R100CS-AK-07-01 (Revised)

Permittee; ~ Shell Offshore, Inc,
3601 C Street, Suite 1334
Anchorage, AK 99503
Ownér: . . Same as permittee |
- Operator: ~ Frontier Drilling USA, Inc,

1000 Louisiana, Suite 1210
Houston, TX 77002

OCS Source: Kulluk Drilling Unit (Kultuk)
Project: _ Portable Exploratory Drilling Operation
'Location: . Any Drill Site within a Beaufort Sea outer continental shelf (OCS) Jease

block authorized by the United States Minerals Management Service
(MMS) within 25 miles of the State of AJaska’s_ seaward boundary

Source Contact: Susan Childs
Shell Offshore, Inc.
360! C Street, Sujte 1334
Anchorage, AK 99503
Phone; 907-770-3700
E-mail: Susan.Childs @shell.com

Fee Contact: Same as source contact
Pursuant 10 42 US.C. §7627(a)(1), the permittee shall comply with the terms and conditions of

this permit, Failure to comply with the terms and conditions of the permit shall be considered a
violation of Section 11 I{e) of the Act, 2US.C. §7410 et seq. '

A /,p/o?

Date




Permit No. RI0OCS-AK-07-01 (Revised) ~ June 18, 2008
OCS Source: Kulluk Drilling Unit :
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Permit No. RIOOCS-AK-07-01 (Revised) June 18, 2008

OCS Source: Kulluk Dﬁllin_g Unit

Abbreviations/Acronyms

Alaska Administrative Code
Federal Clean Air Act

...................... Alaska Department of Environmental Conservation
........................... Alaska Statutes

" (O American Societ\ﬁgf Testing and Materials
Code of Federal Regulations ‘

........................ United States Environmental Protection Agency
reeersrssnreneeeneer KUIIUK Drilling Unit :

...................... United States Mineral Management Service
............... vereeeneenNOE Applicable . R ,
drvemesisniesnerens North American Industry Classification System .

e e Quter Continental Shelf ‘
......................... Owner Requested Limit
crestiesrirensssaenarenne Pzrformance Specification
PTE ...cooovvvvinrramnsensns Potential to Emit . . o
rrierersanans ...Reference Method . .
e eeeinennenneStandard Industrial Classification
........................ Serigi Number- = -~

......................... Technical Analysis Report

i Emission Unit Identification Number

------------------------

---------------------------

------------------------

-------------------

3 (703 JRUURRUTRROUot 7 standard cubic foot o
gPh...reereerrrririrennennngallons per hour o .
Er.ldscf .................... ains per dry standard cubic foot (1 popnd = 7,000 grains})
............................. rake horsepower or boiler horsepower” - - -
KW .oocirnesaninnenines kiloWatts L . ' '
KW-eioeerererranannns kiloWatts electric
IBS...coriirerennrenarrareees pounds : ‘ RS
mmBtu.......ccccreniene million British thermal units
1) 011 SO parts per million
PPV wovveeerrenrnnrarscans parts per million by volume
[15] 1 AT Soo tons per hour _
tpy ..-oen ererresrrerienieens tons per year
WEDD coorneeeererienrannenens weight percent
Pollutants
CO...cccoee rvevernenemn.Carbon Monoxide
HAPS ... Hazardous Air Pollutants
NOx..cocoririeenn. peoresas Oxides of Nitrogen
NO; cooeeeiiverrreesenne Nitrogen Dioxi
NO...ccoerecrniineenes Nitric Oxide o o .
PMig.ceriesnens eareeres Particulate Matter with an aerodynamic diameter less than 10 microns
SOz Sulfur Dioxide - ‘
VOC ...cconveriirmnnenns Volatile Organic Compound

! For boilers: One boiler horsepower = 33,472 Btu-fuel per horsepower-hour divided by the boiler’s efficiency. For
engines: Approximately 7,000 Btu-fuel per brake horsepower-hour is required for an average diesel internal
sombustion engine. ' :

2 kW-e refers to rated generator electrical output rather than engine output.
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Permit No. R100CS-AK-07-01 (Revised) _ S June 18, 2008
OCS Source: Kulluk Drilling Unit

Section 1, Terms and Conditions
Definitions |
1. The following terms shall have the meaning ascribed to them here;

L1 A Planned Wel| is a well selected in advance of the drilling season that is drilled to
collect discrete information, - P o '

12 A Relief Well is a wel] driljed near and deflected into a Planned Well that is out of

control, making it possible to bring the wild well under control,
L3 A Replacement Well s a wel deiliod neag o Planined Well that has been plugged and

‘1.4 . A Drill Site is a location onthe suiface of the \k}ater_'tiééu;)iéd by the Kulluk, and

1.5 OCS Source Activities include the f‘dlldWing acﬁvitieé;_ .

a.  Air pollutant emitting activities undertaken by Kulluk emission units listed in
Table 1 of this permit and occurring while the Kulluk js occupying a Drill Site,
and : - ] o ‘

b, Air pollutant emitting activities undertaken by suppott vessel emission tmits
listed in Table 2 of this permit and occurring while:
(i) The support vessel is. physically attached to the Kulluk, and
(i)  The Kulluk is occupying a Drill Site,

C. Notwithstanding Condition L5.b, enﬁssidn units generating output exclusively
 for the purpose of propelling a vessel are not engaging in OCS Source
Activities, _

1.6 An Explorato ration is the collection of afj OCS Source Activities undertaken
to construct a singie Planped Well and any of its associated Relief Well(s) and
Replacement Well(s). '
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Permit No. R100CS-AK-07-01 (Revised) June 18,2008

OCS Source: Kulluk Drilling Unit

Authorizations/Emission Unit Inventory and Description-

5. Minor Permit No. RI0OCS-AK-07-01 (Revised) authorizes the permittee to mobilize,
- operate, and demobilize the Kullvk at a Drill Site authorized by MMS in the Beaufort Sea
OCS within 25 miles of the State of Alaska’s seaward boundary, in accordance with the

‘ terms and conditions of this permit.
\ o ﬁ.l The permittee shaj.l record fhosé time periods during which the Kulluk is within 25
miles of a Drill Site. : '

| 2.2 The pem:ittéc shali recofd the iocaﬁon of each Drill Site. . :
| -a.. - A modem glébal positioning system shail be utilized to detgrmine the location.
b.  Location shall be recorded by providing coordinates in the foilowing formats:
T lesiewesess
i (u) Umversal Transw;efsé Ivieréétof grid systém.

2.3 The permittee sha!l identify other Drill Sites formerly occupied by the Kulluk in the
same rolling 52-week period and record the distance between eack: of these Drill

} Sites. . o
2.4 The Permittee shall record the date and hour of both initial and final 6peration of the
Kulluk at each Drill Site for each season. :

“a.  The initial operation of the Kulluk at each Drill Site is defined as the first
completion of (i) setting an anchor to the seabed and (ii) connecting that

anchor to the Kul_luka

b. The final operation of the Kulluk at each Drill Site is defined as when the
* Kulluk disconnects from the last of its anchors or removes the last of its
anchors from the seabed. ' ' : -

25 The permittee shall report to EPA via facsimile or e-mail the information within 3
 days-of initial operation at a Drill Site: S '
a. The intended purpose of the activities to be undertaken at the Drill Site, and
b. The information required to be recorded in Condition 22,23, and 2.4..

2.6 The permitiee shall report to EPA via facsimile or e-mail within 3 days of final
operation at a Drill Site the information requiréd by Condition 2.1, 2.4.b. and
identify days, if any, between initial operation and final operation that the Kulluk

was not occupying a Drill Site.
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Permit No. RI0OCS-AK-07-01 (Revised) | June 18, 2008
OCS Source; Kulluk Drilling Unit ' -

3.

3.1 . The permittee shall record those time periods during which a support vessel is within
- 25 miles of a Drill Site, - : :

32 The permittee shall report to EPA vig facsimile or e-mail within 3 days of final

operation at a Drill Site the information required by Condition 3.L

3.3  Conditions 6,7,8,9, and 10'apply to emjssioﬁs hnits On suppart vessels operating at
- or within 25 miles of the. dri]] site.. L Lo T

3.4 Conditions 11, 1 2,113, 14,21 and.22 apply'rto'emiSsicns units on supports vessels

when: .
a2 'The vessel is physically attached to the Kullul at a drill site, and

‘b. | The emission unit js engaged in émy activity not directly related to pi'opulsion
ofavessel... = . .. R 7

3.5 The Permittee may use an alternative support vessel hot listed in Table 2 withoutg -

permit revision as follows:

a. thify EPA of the alternative support vessel 45 days prior to operation within
25 miles of a-driil site, ' S e .
(i) The notification sha] include a list of emissions units, ratings, émission
factors, and a proposed methodology for monitoring vessel emissions.

b.  Operate the alternative support vessel in agcordance with:
(i) All terms and conditions of this permit, and

B ()  An EPA-approved methoddlogy for monitoring vesse] emissions, similar
to those described under Condition 8.
3.6 The permittee shal| not Operate an alternative support vessel prior to receiving EPA
approval of a methodology for monitoring vessel emissions,
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Permlt No. R100CS- AK-O'?-OI (Revised) _ June 18, 2008

OCS Source: Kulluk Drilling Unit _
Table 1 - KullukEmissior; Units
K-1 | Al Electrical Generator Engine EMD Iﬁnknown 2,81(5 | hp
K-2 Al Electrical Generator Engine | EMD /unknown 2816 |  nhp
K-3 : A_l | ‘Electrical Generator Engire EMD j unknown | 2816 hp
| a | T e, | Unaown |50 M
K8 | A3 |  DeckCraneEngine I e I I
k9 | A3 | Deck Crane Engine Mereedesfomm‘ 293 kW
K-10 A3 D‘-"Ck CraneEnglne o Mcrcedesl 0M404 293 | kW
K-11 A3 ‘ Thrustmaster Engme | Catcrplllar13516B 2,000 hp
K12 | A3 | ThrustmesterEngine Caterplllarl35163 12000 | hp
K13 | A3 HPPEngine . |  Unknown | 320 | mp
K-14 A3  HPPEngine | pnkmwn 320 | wp
K-15 A2 HeatBoiler Unknown | 24 | mmBtwhe
K-16 | A2 |~ HeatBoiler |  Unknown | 24 | mmBrwhr
K-17 A2 “Hot Water Heat Unknown 0.54 | mmBtw/hr
K18 | A2 Hot Water Heat " Unknown | 054 —;ntm,hr |
kK19 | K Incinerator | TeamTec /GSS00C| 276 | Ibvhr
K220 T . Fuel Tank Unk[rlx;\f;; _!lléglluk 630 Cubic
: » AP- .meters
K2l T Fuel Tank - ‘Uﬁl_c];):;)“sfr; /Kulluk | 76 | Cubic
_ _ ~ID: 5P-10C meters
K.22 T Fuel Tank 'Unk[rg)wn /Kulluk | 247 | Cubic
: 5P-10C . meters

3 The Source Group for which an emissions unit is identified is used for the purpose of determining NOy emissions
pursuant to Condition 8. -
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Permit No. R100CS-AK-07-01 (Revised) |  June 18, 2008
OCS Source: Kalluk Drilling Unit : :

_ Table 1 - Kulluk Emission Units

K-23 M- Drilling Mud System
I ‘Shallow Gas Diverter
S. - The emissions units listed in Table 2 are collécﬁvely réfened to as the Kulluk sv.ip_pprt ,
vessels, and the Unit ID will be used to identify the emissions units, :

5.1 Emissionsfrom the Kultuk and support vessels will bé considered direct emissions
~ frm an Explaratory Operation when located within 25 miles ofa Drill Site
associated with that Ej:p]di‘"étéii'y Operatlon for the following j)i.lrpos_es: _ ‘

a Detcmumngasséssableemlssmns and
b Determiniig regulatory gfpﬁcgbilitx. A |
52 An emisSioﬁ unit on :a_;vessel is -aq"OCS soﬁrc@_ (a part of the Kulluk) and is subject to

regulation under the following two conditions: o
2. The vessel is physically attéchgd‘-fd the Kulluk at 2 Drill Site, and

b. *  The emission unit is engaged in any activity not directly related to propulsion -
of a vessel. ' o

Table 2 - Kuﬂuk- Suppori Vessels

;3

Vladimir Ignatjuk (icebreaker) -
VI-1 Bl | Main Propulsion Engine _ - | 5800 hp
VI-2 Bl Main Propulsion Engine 5800 | hp
VI3 Bl | Main Propulsion Engine 1 - | 5800 | np

* The Source Group for which an emissions unit is identified is ysed for the purpose of determining NOy emissions
pursuant to Condition 8.
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Permit No. R100CS-AK-07-01 (Revised) June 18, 2008

OCS Source: Kulluk Drilling Unit

Table 2 — Kulluk Support Vessels

i P

Bl Mair Propulsion Engine ‘
_ B2 Electrical ngg‘rator Engine 11'43."1 hp
VI-6 | B2 Electrical Generator Engine | B - 11,431 hp
V17 - B3 | Heat Boiler T . o 24 mmBtu/hr
ves | B3 | HotWaterHeaer | |05 | mmBum
" |Tor Vlkmg I (icebreaker) : : _ ‘ |
Main Prop. Engine / Electrical , Py
Tv-1 | €l " Generator Engine | - - MaK8M32 5,046 1 nhp
_ : Main Prop. Engine / Electrical | ~ = _. <
TV-2 Cl . Generator Engine - MaK 8M32 .‘5.’046 ~ hp
' Main Prop. Engine / Electrical : ' - :
V-3 | Cl |  Generator Engine  MaKéM32 3,784 hp
Main Prop. Engine / Electrical C :
v4 | ~ Generator Engine MaK6M32 3784 | “hp
o “Harbor Electrical Generator |- 1.168 1‘
TV-5 - Engine .| .Caterpillar 3412 ’ “hp
Harbor Electrical Generator '
V-6 | = C2 Engine > | Caterpillar3412 - | 1,168 | hp
v | € | . HeatBoiler = | o 1.27 | mmBrw/hd -
Yim Kilabuk (resupply vessel) o .
JK-1 D Main Propulsion Engine | EMD/ V20645 | 3,600 hp
JK-2 D Main Propulsion Engine "EMD/ V20645 | 3,600 hp
JK-3 p .| Electrical Generator Engine | Caterpillar / D3406 292 hp
JK-4 b - | Blectrical Generator Engine | Caterpillar/D3406 | 292 | MP
IK-5 D - HPPEngine Caterpillar /D343 | 300 hp
JK6 | D - Bow Thruster Caterpillar / D343 | 300 hp
Nanugq (Main Oil Spill Response Vessel)
N-1 E Propulsion Engine 2,710 hp
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Permit No. R100CS

-AK-07-01 (Revised)

OCS Source: Kulluk Dnlhng Unit

- June 18, 2008

- Table 2 - Kulluk Support Vessels
E Propulsion Engine: . hp
' N-3 E Electrical Generator Engine , 1,285.| hp
N4 E Electrical Generator Engine | 1,285 |  hp
Ns | E’éiﬁii’ifé’ﬁ%‘i;ﬁ‘“w ﬁ
N-6 B ' ‘Boiler - o . 3.2 | MMBrmr
NT |k - Incinerator .’ |--ase/cpioo | 125 | e
Kvichak No. 1 (34-foot Oil Spill Response Work Boat) - o
OSRK1-1 E Engine 300 | - hp
OSRKI-2 | B __Eiigine- 300 | bp
OSRK1-3| E " Electrical Generator Engme N 12 [ hp
Kvichak No.2 (34-foot Ol Spill Response Work Boat) . L |
OSRK2-1| E . Engine 300 | hp
OSRK2-2| E __ Engine 300 | hp
- losrk23| E | Electrical Genérator Engine 12 hp
Affimty/Pcrseverance (Arctxc tanker & oil spnll response vessel)
AP-] - E Propulsion Engine | MAN B&WI7S60MC 15820 | yw
AP-2 'E Electrical Generator Engine P | pran B&W /7123 L120 | w
AP-3 E Electrical Generator Engine C | pjAN B&W /7023 | 1,120 kW
AP-4 E -Electrical Generator Engine § MAN B&W / 7123 1,120 kW
AP-5. E Eﬁf,i";;‘fg’,ﬁé_ﬁgﬂ_;’” Cummins / NT855 | 295 | kw
AP-6 E Framo Power Pack | cummins /KTA19| 477 kW
AP-7 E ~ Framo Power Pack | Cummins /KTAIQ 477 kW
AP-8 E Framo Power Pack | Cummins/ KTAL9 | 477 |
AP-9 E Auxiliary Boiler [ angRim/ MB07501] 5 | stBuns
AP-10 E _Incinerator TeamTec/0G 400 | 580 | jw
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- Permit No. R100CS-AK-07-01 (Revised)

June 18, 2008

‘OCS Source: Kulluk Drilling Unit

Requirement to Pay Fees

6.

7.

Assessable Emissions. The permittee shall pay to EPA an annual emission fee no later
than July 1 of each year. The fee is based on assessable emissions at each Exploratory
Operation as determined by EPA under 18 AAC 50.410. The assessable emission fee rate
is set out in 18 AAC 50.410(b) or as modified by EPA. The EPA will assess fees per ton
of each air pollutant that the Exploratory Operation emits or has the potential to emit in
quantities greater than 10 tons per year. The quantity for which fees will be assessed per
Exploratory Operation is the lesser of: '

6.1 The Exploratory Operation’s assessable potential to emit (sum of assessable
poilutants) of 363 tons per year; or . ' o :

6.2 The Exploratory Operation’s projected annual rate of emissions that will occur from
July 1 to the following June 30, based upon actual annual emissions emitted during
the most recent caiendar year or another 12-month period approved in writing by

'EPA, when demonstrated by i

'a. Anenforceable test methiod described in 18 AAC 50.220;
b.  Material balance calculations; |

c.  Emission factors from EPA’s publication AP-42, le._ 1, adopted by reference
in 18 AAC 50.035;0r - ‘ -

d.  Other methods and'caicula'tions‘gpproved by EPA.
Assessable _EmiSsion Estimates. Emission fees will be assessed as follows:

71  No later than March 31 of each year, the permittee may submit an estimate of the
“each Exploratory Operation’s assessable emissions to EPA Region 10, Office of Air,
Waste and Toxics (AWT-107), ATTN: OCS Air Permit Program, 1200 Sixth
Avenue, Suite 900, Seattle, WA 98101; the submittal must include all of the
" assumptions and calculations used to estimate the assessable emissions in sufficient

detail, so EPA can verify the estimates; or

7.2 If no estimate is received on or befofe March 31 of each year, emission fees for the
next fiscal year will be based on the potential to emit set forth in condition 6.1,

Owner Requested Limits Rendering Prevention of Significant Deterioration (PSD)
Review Unnecessary Pursuant to 18 AAC 50.508(5) as Incorporated by Reference into

40 C.F.R. Part 56

8.

Nitrogen Oxides (NO,) Emission Limitation. The permittee shall not allow the sum of
emissions from an Exploratory Operation and from the Kulluk and support vessels within
25 miles of that Exploratory Operation to exceed 245.0 tons of NOx within any Rolling 52-

week period.
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Permit No. R 100CS-AK-07-01 (Revised) June 18, 2008
- OCS Source: Kulluk Drilling Unit ' .

8.1 When the Kulluk and its support vessels are in transit to or from a Drill Site
associated with another Exploratory Operation less than 25 miles away, attribute the
emissions as follows: '

a.  Half of the transit émissions shall be attributed to one of the two Exploratory
Operations, and . -

b.  The other half of the transit emissions shall be att;ibutcd to the other:
Exploratory Operation, ' .
- 8.2 No later than 3 business days after the end of the week, the permittee shall calculate

and record the Rolling 52-week NO Emissions for an Exploratory Operation by
adding the most recent Weekly NOy Emissions to the preceding 51 Weekly NOx
S Emiss.;ions.;;, SR e gt o n e el
|
|
|

83 The permmitee sialleport to EPA Rolling 52-week NOy Eissions as follows:

& The permittec shall report to EPA a summary of Rolling 53-week NO
‘Emissions annually to EPA. The report shall be submitted no later than

February 1* for the time period beginning January 1* and ending December
31" of the preceding year, : ' |

b.  The permittee shall report to EPA any cxcccdénc_c of Condition 8 within 3
business days of identification. : : :

8.4 The permittee shall calculate and record Weekly NOy Emissions pursuant to
Condition 8.5, Condition 8.6, and Condition 8.7. . ' .
a.  Condition 8.5 shall be used in those instances when the permittee is .
' monitaring, or is attempting to monitor, a Source Group’s collective fuel usage
at least once every 7 days. . _ '
b. _Conditioh 8.6 shall be used in those instances when the permittee is
~ monitoring, or is attempting to monitor, each Source Unit’s power output at
least once every 15 minutes. This applies to all Source Units within a Source
Group.
| ¢.  Condition 8.7 shall be used for each incinerator
d.  Definitions.

() A Source Group is a group of emission units for which overall emissions
are characterized by either:

(A) A single worst-case fuel-based emission factor, or

(B) A common set of load-dependent emission factors.
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Permit No. R100CS-AK-07-01 (Revised) _ N June 18, 2008
QCS Source: Kulluk Drilling Unit : : '

(ii) A Source Unit is an emission unit within a Source Group for which overall
emissions are charactenzed by a common set of load-dependent emission

factors.

8.5 The permittee shall calculate and record Weekly NOx Emissions for each Source
Group as follows:

i=SourceGroup

Weekly NOx Emissions (tons) = [ | S(FXEF 5)1] /2000,

i = Source Group : :
F; = fuel consumption for Source Group iin umts of “gallons diesel fuel

combusted per week” - :
EF; = emission factor for Source Group i in umts of “Ib NOx emitted per

gallon dlesel fuel combusted”

LA T!:ae per*mttee ha..} use Source Group-spc.,nﬁc emission factors established
pursuant to.Condition 9.1.a. or 9. 1 b. . : o

b. The permittee shall monitor and record cumulatlvc Source Group fuel usage at
least once every 7 days

(i) Each fuel flow meter used to satlsfy the reqmremcnt of Condmon 8.5.b.
- shall measure the fuel flow rate with accuracy equal to or bettcr than 2

percent of the meter’s upper range value.

(ii)  Collect information from the manufacturer of each fuel ﬂow meter SO as to
determine its accuracy. Submit this information to EPA 45 days prior to
operation within 25 miles of a Drill Site. :

} (iii) Maintain the accuracy of each fuel ﬂow meter in accordance W1th
| L manufacturer’s recommendations.

¢.  For each week that the permittee fails to determine cumulative Source Group
fuel usage, the permittee shall determine emissions assuming the Source Group
consumed diesel fuel as if operating at capacity for the= week.

8.6 The permittee shall calculate and record Weekly NOx Em:ssmns for each Source
Group as follows: .

j=Source Umi n=readings

Weekly NOx Emissions (:ons)—{ 3. [ ¥ L;,,XEFE J ,.szooo,

j =  Source Unit within Source Group
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Permit No, R100CS-AK-07-01 (Revised) : June 18,2008
OCS Source: Kulluk Drilling Unit ' ‘

mj = number of load readings observed. for a given hour for Source Unit

: J o

n = number of load readings observed during the week for Source Unit.
i - -

Lin = power output in units of “kilowatts” measured for Source Unit j -

during a given time interval during which a load reading is
observed - ‘

EFEjn = load-dependent emission factor for Source Group i in units of “Ib
NOx emitted per Kilowatt-hour of power output”

a.  The permittee shall use Source Group-specific emission factors established
pursuant to Condition 9,1.b. APLEE R : :

/ b The perlmttee shall momtorandreqerdSourceUmt load at least once every 15
(i  For each hour that the permittee fails to detérminé Source Unit load at
: -least once every 15 minutes, the permitteeshall détermine emissions
utilizing the worst-case load-based emission: (highest combined factor and
load within range) established for the Source Group pursuant to Condition
e 91b. - C PR e .
8.7 The permittee shall fecord Weekly NOx Emissions for incinerators as 0.04 tons per

9.  Source Group-Specific NOx Emission Factors.
9.1 Selection of Fuel-Based Emission Factor or Load-Based Emission Factor,
a. The perrmttee shall-calculate NOx emissions by utilizing fuel-based emission.
factors for Source Groups A2, A3, B3, C2, C3, D, and E as provided in Table 3
_Table 3 - Source Group, Emission Factors |

TG ;] .?"‘\

Kulluk boilers/hot water heaters . A2 ~0.020
Kuiluk remaining sources - | A3 0654
Vladimir Ignatjuk boiler / hot B3 : 0.020
water heater : -~
Tor Viking I harbor electrical - C2 | 0.071/0421°
generator

1 For Viking Hboiter _ C3 0.020
Jim Kilabuk sources D 0.654
Oil Spill Response Fleet sources E 0.472

* Controlled / Uncontrolled. Proceed to Condition 9.3 1o select which emission factor to utilize.
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b.  The permittee shall calculate NOx emissions by utilizing either a fuel-based
emission factor or a load-based emission factor for Source Groups Al, B1, B2,

and C1 as follows:

(i)  Until new emission factors are approved by EPA pursuant to Condition
9.2, the emission factors listed in Table 4 shall be utilized. :

Table 4 - Initial Source Group Emission Factors

N v R e n BRe S By

Kulluk electrical generator - Al 0.293 00219
engines- R | |

[Viadimir Ignatjuk main Bi | 0811 | 0056
propulsion engines ' R _

Viadimir ignatjuk main | B2 | 0811 [ 0056

| generatorengines - | , o

[ "Tor Viking II main propulsion Gl | 0.111/0389° | 0.0082870.0290°
engines / generators - , 2l S _

(i)  Upon EPA approval of a néw emission factor, the new emission factor
shall be utilized to calculate emissions beginning with the day upon which -
~ stack testing was performed to develop the new emission factor, except
that for the first year a vessel is deployed, the new emission factor shall
also be utilized to calculate ¢missions beginning with the day upon which
the vessel first navigated within 25 miles of a Drill Site.

9.2 Development and Approval of New Emission Factors for Source Groups Al,B1,B2,
and Cl1. : '

a.  Within 24 days of initial operation at the first Drill Site, the permittee shall
conduct stack testing as follows: ' '

(i) Perform a stack test according to an EPA-approved stack test protocol on
each class of engine within Source Groups Bl and C1 at three or more
" load points representing the expected operating range of the engines:
35%, 57%, and 80%. -

(A)  If the permittee elects to perform a stack test for only one engine
 from within Source Group C1, the permittee shall test either Unit

TV-1 or Unit TV-2.

(i)  Perform a stack test according to an EPA-approved stack test protocol on
one of the three engines within Source Groups Al and B2 at three or more
load points representing the expected operating range of the engines: 50%,
75%, and 100%. ‘
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(iii)  Before conducting any stack tests, the permittee shall submit a planto-
EPA. The plan must include the methods and procedures to be used for

without fesubmitting the plan, .
b Within 30 days of compléting the testing, the permitiee shall submit to EPA 3
new emission factor for approval, A stack test report is to be submitted along
- with the permittee’s request for a new éli'iis's’,__ipi_;___fgc_tprg- SRR
() - The propgsed fuel-based emission factor shall be equivalent to the worst-
- case emissions as reflected in the stack test results.. The units of the fuel-
based emission factorare b NOg /gal™ .+~ -

(i) The proposed. load-based'emjssion-factor shall be a linear regression curve
of emission factor as a function of load, " The units of the load-based- '

 emission factor are “Ib NOy / Kw-hr. T

c.  The new éitiission factor shall ‘be ccmmdered approved within 30 days of its
~* receipt at EPA unless; ' RN

@) ~ EPA disapproves the new emission factor, or |

(i)  EPA requests additional information,

d.  The permittee may conduct further stack testing and submit new emission
~ factors for approval in accordance with Conditions.9.2.a,9.2.b, and 9.2.¢,

9.3 Tor Viking Controlled and Uncontrolled Emission Factors,
' a’ " The permittee shall monitor and record at Jeast once every 15 minutes the
- following parameters associated with the Tor Viking IT Selective Catalytic
Reductiqn Air Pollution Control System: '
(i) Operationat status of urea punjp,
(ii) - Stack temperature upstream of the catalyst, and
(iii)  Theload level of all éngines exh’éiisﬁﬁg to the SCR system.

b.  The permittee shail utilize a controlled emission factor for Source Group C1
and Source Group C2 for each 15-minute period in which: -

(i) The urea pump is operating, and
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.'(ii) The catalyst inlet temperature is greater than or equal to 250°C, and

¢.  The permittee shall utilize ‘an'uncontrolled emission factor for Source Group
C1 and Source Group C2 for each 15-minute period in which:

(i) = The ureapump is no_t‘ operating, of
(ii) ©  The catalyst inlet temperature is less than 250°C.

10. Sulfur Dioxide (SO;) Emission Limitation. The permittee shall not combust any liquid
fuel with sulfur content greater than 0.19 percent by weight in any emission unit on the
* Kulluk or a support vessel.’ : DA B |

" a.  Monitoring and Recordkeeping. Monitor and Keep records as follows:

) . Prior to mobilizing the Kulluk for the first time ai:the beginning of a

" drilling season, determine the sulfur content in each fuel oil storage tank
on the Kulluk and all support vessels. The permittee shall obtain a
representative sample of the fuel and analyze the sample for sulfur content
using ASTM D-129, D-2622, or D-4294. - :

o) 'I‘ﬁér_eafte‘r, detcr’mine and record the sulfur content upon receiving each
o fuel shipment. - B '

(A) - Obtain a representative sample of the fuel delivered and analyze
" the sample for sulfur content using ASTM D-129, D-2622, or D-
4294; or o ' : S

(B) - Obtain a single certification of sulfur content for ¢éach shipment
of fuel from the fuel supplier based on an analysis of the fuel,
providing that the certification indicates that the sulfur content
has been determined by one of the ASTM methods listed above. -

b.  Within 3 business days of identification, feport to EPA any instance of a liquid
fuel with sulfur content greater than 0.19 percent by weight being combusted
in any emission unit on the Kulluk or a support vessel. L

Standard for Incinerators

11, Visible Emissions. The permittee shall not cause or allow visibility througti the exhaust
effluent of an incinerator to be reduced by visible emissions, excluding condensed water
vapor, by more than 20 percent averaged over any six consecutive minutes.

& Units K-8, K-9, K-10, K-13, and K-14 are further restricted to combusting onty liquid fuel with a sulfur content
less than 0,05 percent by weight pursuant to Condition 13.3.
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- 11.1 Performance Test. Within 24 days of initial operation of Unit K-19, observe Unit K-
19 exhaust for visible emissions using Method 9. Observe its exhaust, following
- 40 C.F.R. 60, Appendix A-4, Method 9, for 6 minutes to obtain 24 consecutive 15-

second opacity observations.

a.  If performance testing under Condition 11.1 was aécomplished previously at
another drill site, no further performance testing is required for the remainder
of that drilling season. . :

11.2 . For each performance test conducted, record the following items:
a.  The name of the stationary source, emissions urit and location, stationary
source type, observer's name and affiliation, and the date on the Visible
.. Emissiens Field Data Sheet in Section 3; -

- b. - The time, estimated distance, to.the emissions location, approximate wind
. “ direction, estimated wind speed, description of the sky condition (presence and -
... color of clouds), plume background, and operating Tate (load or fuel
. consumption rate) on the sheet at the time opacity observations are initiated
andcompleted; , . .. . 0 -

- ¢ The presence or absence of an attached or detached.plume and the approximate
distance from the emissions outlet to the point in the plume at which the
" observations are made; o

d. . _O_pacil:yj bbSefvatic_Sﬁs to t,_tigc‘neafest ﬁvc beg‘ceht at 15-sec§)nd intervals on the
Visible Emissions Observation Record in Section 3; and

.. The minimum number.of observations required by the permit; each momentary
. observation recorded shall be deemed to represent the average opacity of :
emissions for a 15-second period. ”

11.3 For éhchipérforrnahce test conducted, report the results to EPA within 30 days of
completing the test. -

Standard for Fuel-Buming Equipment - .

12.  Visible Emissions. The permittee shall not cause or allow visible emissions, excluding
condensed water vapor, emitted from fuel-burning equipment to reduce visibility through
the exhaust efflyent more than 20 percent averaged over any six consecutive minutes.

12.1 Performance Test. Within 24 days of initial operation of an emissions unit, observe
its exhaust, following 40 C.F.R. 60, Appendix A-4, Method 9, for 6 minutes to
obtain 24 consecutive 15-second opacity observations. This condition applies to
Units K-1 through K-18. '
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a.  If performance testing under Condition 12.1 was accomplished previously at
another drill site for a particular emissions unit, no further monitoring is
required for that emissions unit for the remainder of that drilling season.

12.2 For each performance test conducted, record the following items:

a. ~ The name of the stationary source, emissions unit and location, stationary
source type, observer's name and affiliation, and the date on the Visible
Emissions Field Data Sheet in Section 3;

b.  The time, estimated distance to the emissions iocation, approximate wind
direction, estimated wind speed, description of the sky condition (presence and

color of clouds), plume background, and operating rate (load or fuel
consumption rate) on the sheet at thc tu'ne opacity observations are initiated

and completed

~¢c. The pxesence or absence of an attached or detached plume and the approximate
© . distance from the emissions outlet to the pomt m the plune at which the
- observations are made;

d.  Opacity observations to the nearest five i)emen_t at 15-second intervals on the
Visible Emissions Observation Record in Section 3; and

" e.  The minimum number of observations reqmred by the permit; each momentary
observation recorded shall be deemed to represent the average opac:ty of
emissions for a 15 second period. ‘

12.3 For each performance test conducted report the results to EPA within 30 days of
" completing the test.

13. Particulate Matter. The permittee shall not cause or allow particulate matter emitted
from fuel-burning equipment to exceed, per cubic foot of exhaust gas corrected to standard
conditions and averaged over three hours, 0.05 grains. ' | '

13.1 The permittee shall not operate Units K-8, K-9, K-10, K-13, and K-14 without a
diesel exhaust particulate matter filter system.

a.  Document the installation of the each paruculate matter filter system and the
resultant pollution control efficiency as installed.

b.  Report the data required by Condmon 13.1.a within 30 days of initial operation
of an emissions unit. -

i

\

\

\
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13.2 The permittee sh'ali maintain each diesel exhaust particulate matter filter system per
the manufacturer’s maintenance procedures. ' :

a. . Maintain on-site a copy of the manufacturer’s maintenance procedures.

b.  Record any actions taken to verify and maintain each particulate matter filter
system’s pollution control efficiency. . .

13.3 The permittee shall not combust any ﬁc[uid fuel with sulfur content greater than 0.05
percent by W@ig];_t.itl_- Units K-8, K-9, K-10, K-13, and K-14.

'a. Monitor and keep records as follows:

() 'Prior'to mobilizirig the Kulluk for the first tirme at the beginning of a .
drilling season, the permittee shall determine the sulfur content in each
- o . fuel oil storage tank supplying fuel to Units K8, K-9, K-10, K-13, and K- -
I | 14. Obtain a representative sample of the fuel and analyze the sample for

sulfur content using ASTM D-129, D-2622, or D-4294.

(i)  Thercafter, determine the sulfur content upon receiving each fuel
: shipment. 7 . -

(A) Obtain a representative sample of the fuel delivered and anélyze
~ the sample for sulfur content using ASTM D-129, D-2622, or D-
4294;0r o

(B) Obtain a single certification of sulfur content for each shipment
of fuel from the fuel supplier based on an analysis of the fuel,
providing that the certification indicates that the sulfur content
has been determined by one of the ASTM methods listed above.

'b.  Within 3 business days of identification, report to EPA any instance of a quuid
- fuel with sulfur content greater than 0.05 percent by weight being combusted
. in Unit K-8, K-9, K-10, K-13, orK-14. - : _

134 COmpliance with Condition 13 shall be determined for Unit K-1, K-2, and K-3
pursuant to the follo_wi_ng terms: ‘

a.  Prior to mobilizing the Kulluk for the first time at the beginning of a drilling
- season, the permittee shall conduct stack testing as follows: '

'6)) Perform a stack test accordihg 10 an 'EPA-approved stack test protocol on
- at least one of the engines at three or more load points representing the
expected operating range of the engines.
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. ' (ii)  Before conducting any stack tests, the permiitee shall submit a plan to
EPA. The plan must include the methods and procedures to be used for
sampling, testing, and quality assurance, and must specify how the
emission unit will operate during the test and how the permittee will
document that operation. The permittee shall submit a complete plan
within at least 30 days before the scheduled date of any test unless EPA
agrees in writing to some other time period. Retestmg may be done
w1thout resubmitting the plan.

b. The pemnttee shall determine partlculate matter emissions based upon engine
load conditions as follows:

(i) Within 15 days of completmg the testing, the pemuttee shall submit to
EPA for approval a correlation of operating load (kW-hr) to PM emissions
rate (gr/idsct) along wxi'h the stack test report upon which the correlanon is
founded _ _ .

(i) The correlatlon shall be considered approved within 15 days of its recelpt
at EPA unless : -

(A)  EPA disapproves or parlially approved the correlation, or
(B) . ‘EPA requests additional information.
c. The permittee shall monitor. calculate, and record en'aissions data as folIOWS'

® | Monitor and record each engine’s operating load at least once every 15
minutes. At that time, identify whether the engine 1s transitioning between

operating loads.

(ii)  Every 15 nunutes, calculate and record each engme s precedmg 3-hour
average operating load.

d.  The pemuttee shall report to EPA as follows:

(i) The perrmttee shall report annually to EPA a summary of those 3-hour
- time periods during which an engine emitted, on average, particulate
matter in concentrations in excess of the 0.05 gr/dscf as determined using

the EPA-approved correfation.

(i)  The report shall be submitted no later than February 1* for the time period
January 1* through December 31% of the preceding year.

14. Sulfur Compound Emissions. The permittee shail not cause or allow sulfur compound:
emissions, expressed as sulfur dioxide, to exceed 500 ppm averaged over three hours.
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|
} _ - 14.1 Monitoring and Recordkeeping. Monitor and keep records of the sulfur content in
the fuel combusted in Units K-1 through K-18 pursuant to Condition 10.a.

14.2 Report to EPA pursuant to Condition 10.b.

Ambient Air Quality Protection (NO,, PM,q, and SO,)
15. Duration of Exploratory Operation Activities
15.1 The permittee shall not have the Kulluk occupy Drill Sites associated with the same
Exploratory Operation for more than 80 calendar days, in‘aggregate, during a rolling
52-week period. ‘

152" Thie permittee skiall not have the Kulluk ocoupy Drill Sites, in aggregate, for more
- than 160 calendar days during a rolling 52-week period;

15.3 The permittee shall comply with the recordkeeping and feporting reqhiremcnts of
Conditions 2.2,2.3,2.4,2.5and 2.6 ce ol -
16. Distance Between Drill Sites | o |
16.1 The permittes shall not have the Kulluk occupy a Drill Site within 1,000 meters of
~ another Dirill Site occupied less than 52 weeks prior, unless the Drill Sites are
-+ associated with the same Exploratory Operation. :

16.2 The pemnttee shall cémply thh the fécordkeepiqg and repdrting requirements of
Conditions 22,23,24,25,and26. . . - -

17. Kulluk Main Electrical Generator Engines

17.1 The permittee shall not generate greater than 4.2 MW of electricity during any hour
utilizing Units K-1, K-2, and K-3 while the Kulluk is occupying a Drill Site.

17.2 The permittee shall monitor and record power output resulting from the operation of
Units K-1, K-2, and K-3 while the Kulluk is occupying a Drill Site at least once
every 15 riﬁll_mtes.; S : _ ‘

17.3 The permittee shall report to EPA via facsimile or e-mail any exceédance of
Condition 17.1 within 3 business days of identification.

18. Kulluk Emergency Electrical Generator Engine

18.1 The permittee shall operate Unit K-4 only in an emergency or as needed to maintain
readiness while the Kulluk is occupying a Drill Site. '
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19.

20.

18.2 For each instance in which Unit K-4 is operated while the Kulluk is occbpjring a
Drill Site, the pcrrmttee shall record the duration of the episode and the reason for

operatmg

18.3 The permittee shall report to EPA via facsimile or ¢-mail any devnatxon from
Condition 18.1 within 3 business days of identification.

Kulluk Thrustmaster Enginu' :

19.1 The penm"tee shall not operate Units I{-ll and K- 12 sunultaneously while the
Kulluk is occupymg a Drill Site. ' _

19.2 For each instance in which Units K-11 and K-12 are operated simultaneously while
~the Kulluk is occupying « Dri!l Site, the permitiec slial mcord the duration of the
eplsoclf, and the reason: for smultaneous operauon

19.3 The permittee shall report to EPA via facsxmllc or e—mall a;ly devxatlon from

Condition 19.1 within 3 business days of ideatification.

Jim Kilabuk Main Propulsion Engines

20.} The permittee shall operate Units JK-1 and JK-2 at loads equal to or less than 10% of
the maximum load while the Jim Kilabuk is physicaily aitached to the Kulluk and the

Kulluk is occupying a Drill Slte

20.2 For each 1nstance in which either. Umt J K-l or JK-2 is operated while the Jim
Kilabuk is physically attached to the Kulluk and the Kulluk is occupying a Drill Site,
the permittee shall monitor and record the power outpat resu.tmg from the operation
of Units JK-1 and JK-2 at Ieast once cvery 15 minutes. :

20.3 Thc permlttce shall report to EPA via facsimile or e-mail any exceedance of
Condition 20 1 within 3 business days of Jdcnnﬁcatlon

Generally Applicable Requirements

21‘

22,

Ambient Impacts. The permittee shall not cause or contribute toa violation of a national
ambient air quality standard or the standards of Alaska (18 AAC 50.010).

Good Air Pollution Control Practices. -The permitte¢ shall maintain and operate
Emission Units in Source Groups Al, A2, K, and T, hsted in Table 1, according to the

manufacturer recommendations. :

Recordkeeping Requirements. The penmttee shall keep all recurds rcqunred by this
permit for at least five years after the date of collection.
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24,

'2_6.

C o,

Certification. The permittee shall certify all reports, or other documents submitted o the
EPA and required under the permit by including the signature of a responsible official for
the permitted stationary source following the statement: “Based on information and belief
formed after reasonable inquiry, I certify that the statements and information in and ,
attached to this document are true, accurate, and complete.” All reports and documents
must be certified upon submittal. : o o

Termination. This approval shall become invalid if construction of an Exploratory
Operation is not commenced within 18 months after the effective date of this permit, or if
construction is discontinued for a period of 18 months, unless EPA extends the 18-month
period upon a satisfactory showing that an extension is justified, pursuant to 40 CFR
55.6(b)(4). , '

Permlt ReViSiOﬂ, Termination andReissuanee. ,- This permit may be _t'emﬁziated, revised,

or revoked and reissued by-EPA for cause.. Cause exists to-terminate, revise, or revoke and .
reissue this permit under the following circumstances: '

26.1 This permit contains a material mistake; - ¢ - .

26.2 Materially inaccurate statements were made-in establishing the terims or conditions of
this permit; : ' o -
26.3 The pétﬁﬁiteé'fails to_ébmp_ly with any material condition of this permit; or -

26.4 This permit must be terminated, revised, or revoked and reissued to assure
- compliance with Clean Air Act requirements. - SR :

’

Shallow Gas Diirersions;
27.1 The permittee shall .récor'd the frequency and duration of each s.llmllow gas diversjon.

27.2 The permittee shall report the frequency and duration of each shallow gas diversion
no later than February 1* for the time period beginning January 1* and ending
- December 31* of the preceding year. - :

Effective Date. This permit shall not become effective until: 1) EPA has completed its
consultation obligations required under the Endangered Species Act with respect to the
polar bear and the Shell Kulluk Drilling Unit OCS Permit No. R100CS-AK-07-01
(Revised) and 2) the Permittee has amended its application and/or the EPA has amended
the OCS permit terms to address. any alternatives, conservation measures, reasonable and
prudent measures, or terms and conditions deemed by EPA to be appropriate as a result of
the consultation. ' :
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Section 2.  Permit Documentation

Date of Document
December 29, 2006
February 7, 2007

March 26, 2007

March 29, 2007
January 8, 2008

January 8, 2008
Janvary8,2098

January 14, 2008
January 16, 2008

January 17, 2008

. Febmary 6, 2008

Description of Document

Application for Minor Permit

Supple:ment to Application

Supplement to Application

Supplement to Aﬁplication

Shell Impact Analysis: Repdrt--with Cover Letter

Shell Modeling Files -~ -

‘Shell Kulluk Emissions Spreadsheet -~
‘Shell Stack Height Consistency in Impact Analysis Report
~ Shell PM)p and SO; Annual Impacts in hnpabt“ﬁnal?s"is Report

Shell Description of Thrustmaster HPU Control System . °
Shell Response to EPA January 18, 2008 Phone Record
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Section 3. Attachments/Forms

Permit No. R100CS-AK-07-01 - Visible Emissions Field Data Sheet

Certified Observer:

. Company & -
Stationary Source: :"-¢-

Wad —= | X umission Point /

1 TCH
%0~ | BOURGE LAYOUT anf_ 1

Location:

TestNo.: . ~ Date:

Emission Unit:

Operating Ram:

Sun-Location Line .+ .

_Clock Time |* ©  Huiial - Final

Distance to discharge

Directionfmmdhchar'a__ 1. o

Height of cbserver point’
Backéoumdmdpﬁou

‘Weather conditions
Wind Direction

Wind specd
Amblent temperature

Relative humidicy

Sky conditions: (clear, overcast, % clouds, atc.)

* Plume description:
Color

Distance visible

Water droplet plume?
(Anached or detached?

Other information . . - ) - 1
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Permit No. R100CS-AK-07-01 - Visible Emissions Observation Record
: Page __of
Certified Observer

Company & Stationary Source

Test Number - ' Clock time_

Date: Steam Plume
Visibility Reduction Every 15
Seconds (Opacity) (check if applicable) Comments
Hr Min 0 15 ¢ 30 45 Attached Detached

Additional information;

Observer Signature and Date ' Centified By and Date
Data Reduction: , ‘
Duration of Observation Period (minutes) Duration Required by Permit (minutes)
Number of Observations : Highest Six —Minute Average Opacity (%)______
Number of Observations exceeding 20 % ' . :
Average Ophcity Summary .

: Set Time . Opacity

Number Start—End Sum Average

Page 27 of 27




UNITED STATES ENVIRONMENTAL PROTECTION AGENCY
REGION 10
Seattle, Washington

A
Shell Kulluk Drilling Unit %
OCS Minor Permit No. R100CS- AK-07-01 %

(Revised)

RESPONSE TO PUBLIC COMMENTS

June 18, 2008




.Permit No. R100CS-AK-07-01 (Revised) . June 18, 2008

TABLE OF CONTENTS
Abbreviations and ACronyms.............cccueeeerricrensrsnennnn. O TN 4
Executive Summary ................. teraers bt ettt se s eee et ens e en et est st aas 6
General Scope of this Response to Comments................... S 7
Category 1: Specific Textual Changes to the PerMit.................ooooeveeeeesiovssosresnsi. 8
Subcategory 1-1: Changes in Response to Comments............._.._._..._ ...................... 8
Subcategory 1-2: Other Permit ChaNGES ..................uererereeeesemsseseens R 27
Category 2: General COMMENtS in SUPPOM ..........rvvvrevveesecsseeeesenmssesessesessssesmerseeee 29
Category 3: General Comments Requesting Permlt Demal crernenes 30
Categorty 4: EPA Application Process ................ DR e eteranrereneaes 32
Category 5: Major Source General Comments ......... SOOI 33
Category 6: BACT Analysis Requested........................ OO < |-
Category 7: Eighty Day Operating Limit Not Supported ...... cereeerr e e 35
Category 8: Kulluk Relief Well Capability .............o.cocoreererrrrersresnns et rebes 36
Category 9: Modeling Analysis..............occuvvreeeeeeeeeeeiereeesesesesenns vt 38
Subcategory 9-1: Meteorological Data used in Modeling.........cccoceeieiiiieeccecn, 38
Subcategory 9-2: Emission Data used in Modeling.......cooeeve v 40
Subcategory 9-3: Model Seloction .............evvveeeereoeeeeeerersseersennn, crererrr e 41
Category 10: Owner Requested Limit (ORL).........oceeveeeererirerereereeeeeeessesesos s 43
Subcategory 10-1: ORL GENEral.........c..voveveeeeeeeerrersieeeeeeeseeeeee st seeeeeeeeeeeeeeeeen, 43
Subcategory 10-2: Completeness of Emissions Inventory...........c.ccc.evvnin.n 44
Subcategory 10-3: Stack Testing and Use of AP-42 Emission Factors ...... e 50
Category 11: Changes to EMiSSion INVENLOMY .....c.eeoueeeeeeeee oo 53
Category 12: National Ambient Air Quality Standards and Cumulative Effects......., 57
Category 13: Definition ofa Separate Stationary SoUrce............ccocceveeveveeeennn., ....58
Subcategory 13-1: General.............. verrnenas e ettt e r e s ane e s s aenaeeens 58
SubCatagory 13-2: PrOXIMIY ..........c.ouveeeeeereeeeeeeees et e 59
Subcategory 13-3: Operational REIIANCE ..........v..veveeeeeeeeeeeoeoeeoeoeoeoeeoeeeseoose 61
Subcategory 13-4: SUDSEQUENt SEASONS...............veeeereeeeeesrereesereeeeoeeoseoese oo 63
Subcategory 13-5: Support Information Not Availabie to PUblic ...........ooovo.on, 64
Category 14: Geographic Scope/Permit DUFAtON ............eveeeeeeeeeeeoeoeoeeosooes 65
Category 15: Health IMPaCtS..............coiueieeeeeeeeeeeeeeeeeee oo ...66
Category 16: Subsistence and Traditional USe .............ceoveveoeeeeooeeoeoooeooeoeseoon 68
Category 17: Envitonmental JUSHCe............co..oooooeoeerooeoeoeoeeoooo 70

Page 2 of 85




Permit No. R100CS-AK-07-01 (Revised) ‘ June 18, 2008

Category 18: Permit Terms and Conditions related to Alaska Emission Standards .71

Category 19: Permit Expiration and EXIENSIoNn...........ccecereeerereneneeeneeecnscsennsensons 72
- Category 20: Public Comment/Public Hearing Process .................. eereares e .73
Subcategory 20-1: Public Comment Period..................... eeeentssaesesrebrersearaenanns 73
Subcategory 20-2: Lack of Public Partucupat:on in Heanngs ................................. 77
Subcategory 20-3: Teleconferenclng Challenges .......... I S —— 79
Subcategory 20-4: Translator Challenges .................... e eeeveeen s SOTOSRS———— 80
Subcategory 20-5: Information was Too Techmcal ..... e erreeeennnes 80
'Subcategory 20-6: Commumcahons Protocol for the North Slope....'_.'.,. ............... 81
~ Category 21: Clean WaLEr ACL...........c..ciivruzoiesesieri s s ssssssesssaressessssees 81
Category 22: Oil Spill Responise Plan ... ........ eeroseeresnssseens e .
Category 23: Global Warming/Climate Change...;.'. e
Category 24: National Environmental Pollcy Act ' N T P P PPITY
Category 25: 9lh Circuit Court Enjoins. Drilllng sty e bR enes
Conclusmn . e ean o, s

Page 3 of 85




Permit No. R100CS-AK-07-01 (Revised) June 18, 2008

Abbrevzatlons and Acronyms

ADEC Alaska Department of Environmental Conservation

AQIA EPA Region 10 Air Quality Impact Analysis

ANWR ~ Arctic National Wildlife Refuge

BOP ' Blow Out Preventer

BACT . Best Available Control Technology

CAA ~ Clean Air Act

CBD .. Center for Blologlcal Dwers:ty

CBl : confidential business: lnf_ormatloh

C.F.R. . Code of Fedaral Regulatiors

co ‘ Carbon Monoxide . :

EAB . . .. . Environmental Appeals Board

EIS | Environmental Impact Statement

EO : ' ExecutiveOrder ,

EPA U.S. Environmental Proteétion Agency

G AOM " Guideline on Air Quahty Models (40 C.F.R. Part’ 51
- AppendixW) - .

gridscf Grains per Dry Standard Cublc Foot

HAP Hazardous Air Poliutants

ICAS Inupiat Community of the Arctic Slope

ISC ' Industrial Source Complex

ISC2 - Industrial Source Complex Short-Tem

MACT Maximum Achievable Control Technology

MIAR Shell Modified Impacts Analysis Report

MMS Minerals Management Service

NAAQS National Ambient Air Quality Standards

NAEC Northern Alaska Environmental Center

NEPA ‘National Environmental Policy Act

NO: Nitrogen Dioxide

NOx “Nitrogen Oxides

NOI - . Notice of Intent
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Executive Summary

On February 13, 2008, the U.S. Environmental Protection Agency Region 10 (EPA

- Region 10) made a preliminary permit decision regarding a proposed revised air quality
permit for Shell Offshore Inc. (Shell). The proposed permit (# R100CS-AK-07-01
Revision) would allow Sheli to conduct exploratory drilling using the Kulluk dn]lmg rig
and its associated support vessels (Shcll requested that EPA suspend permitting for the
Frontier Discoverer dnlhng unit) in the outer continental shelf (OCS) of the Beaufort Sea
of Alaska under a minor air quality pérmit in accordance with 40 C.F.R. Part 55. In
accordance with 40 C.F.R. Part 124, EPA published notice of a publlc comment period
from February 25, 2008 to Apnl 1, 2008, The notice included mformauon on scheduled
public hcanngs in threP North Slope commumues in Alaska. o

Written comments were recéi\ied by the EPA from Shell (the applicant) the U.S. Mineral
- Management Service (MMS), the Alaska Oil and Gas Association (AOGA), the North
Slope Borough (NSB), the Inupiat Commumty of the. Arctic Slope (ICAS), Northern
Alaska Environmental Center (NAEC), the Alaska Eskimo Whaling Commission
(AEWC) and ASRC Energy Services. The letter from NAEC included comments on
behalf of the Native Village of Hope, the Natural Resource Defense Council (NRDC),
Pacific Environment, Resisting Environmental Destruction on Indigenous Lands
(REDOIL), the Sierra Club, the Center for Biological Diversity (CBD), and the Alaska
Wilderness League. The EPA also received written comments from one individual.

In addition to receiving written comments, the EPA held public hearings in the Alaska
North Slope communities of Barrow, Kaktovik and Nuiqsut on March 25, 26 and 27,
2008, respectively. During these hearings, EPA received numerous comments on this
proposed permit decision as oral testirnony. This testimony was transcnbed by a court
reporter and has been included in the permit record.'

This “Response to Comments” document summarizes the written and oral comments
received by the EPA regarding this preliminary permit decision. After EPA’s careful
review and consideration, responses to these comments are presented herein.

" Hearing Transcripts and other documents in the permit record can be found online

at: hitp:/fyosemite.epa.gov/R IO/ AIRPAGE.NSF/Permits/QCS
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General Scope of this Response to Comments

~On June 12, 2007, EPA Region 10 issued two final permits (R100CS-AK-07-01 and
R100CS-AK-07-02) to Shell authorizing exploratory drilling using the Kulluk and
Frontier Discoverer drilling units and their associated support vessels in the OCS of the
" Beaufort Sea of Alaska. A petition for review was filed with the Environmental Appeals
Board (EAB). The EAB completed a review of the permits and on September 14, 2007
remanded the pemuts back to EPA on the sole issue of its “statlonary source” ‘
deternunatton for purposes of determtmng whether PSD permits would be requu'ed for
- Shell's proposed activitiés on the OCS (In fer Shell Offshore Inc., OCS’ Appeal Nos. 07-
Ot & 07-02, Slip Op at 69 (E. Al B. Sept 14, 2007)) The EAB eexplained to the
Petitioners and other participants with standlng, that if they arg not satisfied with EPA’s
explanation on remand, they may appeal to'the EAB upon 1s§uance EPA’s subsequent
pernnttmg decision(s). 'The EAB further speelﬁed that any appeal shall be limitéd to the
issue being remanded and issues arising as a result of any modification that EPA Region
10 makes to 1ts pernnttmg dec1sxons on rernand ” (E A B Slip Op at 69)

- Thus, comments raised concerns that are untelated to the’ statlonary source deternnnatton
revised modeling analysis, or modified. portions of the penmt are beyond the scope of the
reniand and EPA need not address them in tlns response to conﬁnents document
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Category 1: Specific Textual Changes to the Permit

Subcategory 1-1: Changes in Response to Comments

COMMENT
Permit Cover Page

Shell requests that the Final Permit include on the cover page, on a new page two of the
permit, or in the Final Permit cover letter, contact information for the relevant party (or
parties) at EPA for matters relating to the Final Permit, including a physical address, a
mailing address, an‘email address, facsimile and telephone numbers. ©

EPA RESPONSE

Shell is reqqucd to pf-rludzcally subxmt mforrnauon to EPA as requnred by the Final
Permit. The follqwmg information is intended to facilitate the reporting process:

Physical / Mailing Address

EPA Reglon 10 :

Office of Compliance and: Enforccment

Air and RCRA Compliance Unit; OCE-127 -
1200 Sixth Avenue, Suite 900

Seattle, WA 98101-3140

Email Address:
R10AirPermitReports @epa.gov

Facsimile:
-206.553.0110

Telephone Number:
206.553.1817

This information also appears in the cover letter accbmpa_hying the Final Permit.

COMMENT

Permit Term: Condmon 1.1

Sheil requests EPA clarify that Shell may identify a number of wclls in advance of a
given season for potential drilling during that season, and-that Shell ultimately may select
among those wells in drilling during that season. Given the uncertainties surrounding the
timing of the open water season or other issues, Shell will not always be able to predict
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how many or which wells it will drill during any given season, but Shell will have
identified a set of prospective wells. The wells ultimately drilled during that season will
be a subset of those previously identified wells. Thus, any one or more of those
prospective wells identified or “selected” in advance of the drilling season may ultimately
- become a “Planned Well” when drilled, ' ' ' _ ‘

In addition to providing an explanation to this effect in its Response to Comments, EPA
should clarify Condition 1.1, which defines “Planned Well,” as follows (added text

underlined):

“A Planned Well is a well, selected from m ong prdspgg. tive

‘wells that are identified in advance of the drilling season, that is
~~drilled tocollect discrete information from a specific prospect.”

EPARESPONSE -+ .o =« . . . . ot
The permit authorizes Shell to drill Planned Wells, Replacement Wells, and Relief Wells, -
With respect to Planned Wells, EPA agrees that Shell may identify a number of wells in
advance of a given season for potential drilling duririg that season. A change to the
~ permit, however, is not necessary to enable Shell to select from among those wells to

drill, _

Also, the phrase, “from a specific prospect” within the definition of Planned Well is
unnecessary as it adds no further meaning to the definition. ‘Condition 1.1 of the permit is
amended as follows (deleted text in strikethrough): ' !

1.1 A Planned Well is a well selected in advance of the -
 drilling season that is drilled to collect discrete

information frem-a-speeifie-prospeet.

COMMENT
Permit Term: Condition 1.3

Shell requested that the definition of “Replacement Well” should be modified slightly to

clarify that such a well is intended to “replace” the original Planned Well and to obtain

~ the same discrete information that Shell intended to obtain from the original Planned

~ Well. Condition 1.3 should be modified to read as follows (added text underlined:
deleted text in strikethrough): '

“A Replacement Well is a well drilled near a Planned Well
that has been plugged and abandoned without being dritled
to its intended depth. The Replacement Well eeHests is
intended to collect, from an alternate location, the same

discrete information

from-aspeeifie-prospeetfrom-an
alternate-doestion originally sought from drilling of the

Planned Well.”
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EPA RESPONSE

EPA agiees with the comment. Condition 1.3 shall rea;_‘;l as follows (added text
underlined; deleted text in strikethrough):

1.3 A Replacement Well is a well drilled near a Planned
Well that has been plugged and abandoned without
being driiled to its intended depth. The
Replacement Well eelleets is intended to collect,
from an alternate jocation, the same discrete

~ information fpem—a—spee-x-ﬁe—pfespeet—&em—aﬁ
alternatetocation originally souggt from dnlllng of
"the Planned Wcl[

A cormnem received from NAEC relates to the ume pe"lods durm g wluch the Kulluk
becomes an OCS Source This timing is based on anchor placement as specxﬁcd in the
permit conditions listed above. NAEC states, : :

“EPA has imprbperly determined that the Kulluk does not become a.
stationary source until the last of its anchors is attached to the seabed.
As soon as one of its anchors has been attached to the seabed, the Kulluk
becomes an OCS Source, and EPA should begin to measure (and
regulate} emissions for purposes of its major source determination at
that point. See 42 U.S.C. §7627(a)(4)C).” :

Shell also comments on this issue with specific textual recommendations for changing the
permit stating that, as currently drafted, the definition of “Drill Site” in Condition 1.4
appears inconsistent with the language of Condition 2.3, defining initial and final
operation at each Drill Site. The definitions in Condition 2.3 appear te comport more
precisely with the regulatory definition of an OCS Source, which encampasses vessels
only when they are “permanently or temporarily attached to the seabed and erected
thereon and used for the purpose of exploring, developing or producing resources
therefrom....” See 40 C.F.R. § 55.2. Until the Kulluk's anchoring process is complete, it
is not “attached” to the seabed, nor is it being “used for the purpose of exploring” the .
seabed. Thus, the definition of Drill Site, as well as the terms of Condition 2.3, should
reflect that the Kulluk is operating as an OCS Source only when the Kulluk is anchored
in a manner sufficient to permit the proposed operations - i.e., the Kulluk is attached to
ail of the anchors in the relevant anchor pattern (discussed below), all of which are also
attached to the seabed. :

Thus, in Shell’s view the defirition of Drill Site should specify both (i) that the Kulluk is
attached to its anchors, and (ii) that those anchors are attached to the seabed., There may
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be instances - for example, in the event of a heavy ice incursion ~ during which the
Kulluk would cease exploratory drilling operations, untether from its anchors, and move
off from a “Drill Site” location, leaving its anchors in place, with the intent of returning
after the ice had retreated to reconnect to its anchors and reinitiate drilling operations at
that same Drill Site location. The Kuiluk would not be an OCS Source, nor should it be
considered to be occupying a “Drill Site,” during any such interim periods when it is not
“attached” to the seabed for the purpose of exploration.

In addition, the comment states that EPA should make clear that the “initial” and *“final”
operation of the Kulluk, as defined in Sections 2.3, is intended to describe not only the
very first and very last of the Kuiluk’s operations at a given Drill Site, but also any
“temporary’” cessation of operations priof to final completion of operations at a Drill Site
in order to move off of the Drill Site (e.g., due to ice incursions), and any re-initiation of
operations at that Drill Site during the same season after the Kulluk has moved off the
Drill Site (e.g., due to ice incursions) and then returned to resume operations. In other
words, for purposes of calculating the number of days during which the Kulluk has
drilled at a single drill site for purposes of compliance with Condition 15, there may be
more than one “initial operation” time and more than ene “finial” operation time for each
Drill Site within a given drilling season. Thus, any interim periods during which the
Kulluk has disconnécted from or raised anchors, {e.g.; to leave the'site during ice

incursions) should not be considered to be included within the periods of operation
bounded by Conditions 2.3.a and 2.3.b nor should any such periods be included in
calculating the number of days during which the Kulluk has drilled at a single drill site
for purposes of compliance with Condition 15." L

Shell explains that it anticipates two anchor patterns that will allow it to safely commence
OCS exploration activities.  For drilling of mud cellars, Shell anticipates being able to '
initiate operations with eight of its twelve anchors attached to both the Kulluk and the
seabed. Subsequently, after operations have commenced, the additional four anchors
would be added. For all other exploratory operations, Shell will begin operations only
after all twelve of the Kulluk’s anchors are set and the Kulluk is attached to those
anchors. : ' ' - -

Thus, with respect to drilling of mud cellars, Shell’s comment states that the definition of
Drill Site should be revised to reflect that the Kulluk is occupying a Drill Site when it has
a minimum of eight anchors to which it is attached, and which are attached to the seabed.
For purposes of other exploratory activities, the definition of Drill Site should be revised
to reflect the fact that the Kulluk is occupying a Drill Site when it is attached to all twelve
anchors and all twelve of those anchors are attached to the seabed. In addition,
Conditions 2.3.a and 2.3.b should be revised to reflect definitions of initial and final
operation consistent with these anchor patterns. ' '

Finally, the comment states that EPA should change the reference to the “seafloor” so
that the Proposed Permit instead refers to the “seabed,” consistent with the language of
40 C.F.R. § 55.2, which defines “OCS Source” in terms of vessels permanently or
temporarily attached to the “seabed.” '
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The definition of “Drill Site” in Condition 1.4 should be modified, therefore, to read as
follows (added text underlined; deleted text in strikethrough): :

“A Drill Site is a location on the surface of the water occupied by
the Kulluk, and-frem-this-Jeeatien where the Kulluk is permanently
or temporarily attached to the seabedfleer and erected thereon and
used for the purpose of exploring resources therefrom.. The Kulluk
is said to be occupying a Drill Site when it is attached to atJeast
ene-of the anchors in the applicable anchor pattern and those
anchors are s attached to the scabedflees. For purposes of drilling
mud cellars, the applicable anchor pattern consists of a minimum -

- of eight anchors. For purposes of other ogcratlons, the agphcabl

anchor pattern con51s§ of twelve anchors.” -

Condition 2.3.a should be modified to read as follows (added text underlined; deleted text
in stnkethrough) -

*“The initial operation of the Kulluk during any given operational
period within a season at each Drill Site is defined as the . :
completion of (i) the setting of the Kulluk’s last anchor in the
applicable anchor pattern on the seabedfleer and (ii) the Kulluk’s -
connection to all anchors in the pattern. For purposes of drilling .-
mud cellars, the applicable anchor pattern-consists of eight = .-
anchors. For purposes of other operations, the applicable anchor
pattern consists of twelve anchors. More than one initial operation -
may occur at each Drill Site within a g;ven dnlllng season if '
drilling is mtermpted and resumied there.”

Condition 2.3.b should be modified to reéd.as follows (added té,xt, underlined; deleted text
in strikethrough):

“The final operation of the Kulluk duriﬁg any given operational
period within a season at each Drill Site is defined as when the

Kulluk?s intentionally disconnects from one of its anchors in the .

applicable anchor pattern or removes one of its last anchors
remeved in the relevant anchor pattern from the seabedfleer. For -

- purposes of drilling mud cellars, the applicabie anchor pattern
consists of eight anchors. For purposes of other operations, the

applicable anchor pattern consists of twelve anchors. More than

one initial operation may occur at each Drill Site within a given
drilling season if drilling is interrupted and resumed there.”
EPA RESPONSE |

In response to both NAEC and Shell comments, EPA notes that the statutory definition of
OCS Source defines OCS Source as follows:
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* The terms “Outer Continental Shelf source” and “OCS source”
include any equipment, activity, or facility which— -

(i) emits or has the potential to emit any air pollutant,
(it) is regulated or authorized under the Outer Continental Shelf
Lands Act [43 U.S.C. 1331 et seq.], and g
(Vi) is located on the Quter Continental Shelf or in or on waters
’ above the Outer Contmental Sheif :

‘ ..Such acnwt:es mclude but are not limited to, pla{form and drill
- ship exploration, construction, development, production,

... processing, andtransportation. - For purposes of this subsection,
emissions from any vessel servicing or-associated with'an OCS
source, including emissions while at the OCS source or en route to

or from the OCS source within 25 miles of the OCS:source, shall
be considered direct emissions from the OCS source. :
42 U S. C §7627(a)(4)(C)

Based upon our revww of the underlymg statute and 1mplemenung regnlauon EPA has
determined that the Kulluk is an-OCS source when it is attached to at least one anchor

and that anchor is attached to-the seabed. See SSOB at 4-5 (explaining that in applymg
the OCS requirements’in the waters off of Alaska, an OCS “stationary source™ means any .
building, structure, facility, or installation which-emits or may emit.a regulated NSR

: pollutarﬂ -and that-Alaska.defines “building, structure, facility, or installation” to include

“a vessel that is anchored. .. within a locale”). Interim periods during which the Kuiluk
has disconnected from or raised all anchors, (e.g., to Iéave the site during ice incursions)
should not be included within the periods of operation bounded by Conditions 2.4.a and.
2.4.b nor should any such periods be included in calculating the number of days during
which the Kulluk has drilled at a single drill site for purposes of comphance with
Condition 15.

'EPA is also amending Condition 9.2.a of the permit which requires Shell to conduct stack

testing “within 24 hours of commencing operation at the first Drill Site.” The phrase
“‘commencin g operanon” was. mtendcd to mean “initial operation” as discussed above.

Condition 1 4is amended as follows (added text undcrlmed deleted text in
stnkethrough) :

1.4 A Drill Site is a location on the surface of the water
occupied by the Kulluk, and from this location the Kulluk
is permanently-or temporarily attached to the seabedfleer
and erected thereon and used for the purpose of exploring -
resources therefrom. The Kulluk is said to be occupying a
Drill Site when the Kulluk is attached to at least one of its
anchors and that anchor is attached to the seabedfioes.
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C‘ondition 2.4 is amended as follows (added text underlihed; deleted text in
strikethrough): .

24 The Permittee shall record the date and hour of both initial and
final operation of the Kulluk at each Drill Site for each season.

a. The initial operation of the Kulluk at each Drill Site

is defined as when-the-setting-of-the Kullulc's-last

anchor-to-the-seafloer-is-completed the first

completion of (i} setting an anchor to the
 seabedfleer, and (ii) connecting that anchor to the

Kulluk.

‘b The final operation of the Kulluk at each _Dﬁll Site
© is defined as when the Kulluk’s disconnects from - -
- the last of its anchors or removes the last of its last

anchors is-remeved from the seabedfloor.

Condition 2.6 is amended as follows (added text underlined):

‘2.6 - The permittee shall report to EPA via facsimile or e-mail
within 3 days of final operation at a Drill Site the
information required by Condition 2.4.b and identify the

days, if any, between initial operation and final operation
that the Kulluk was not occupying the Drill Site.

Condition 9.2.a is amended as foliows (added text underlined; deleted text in
strikethrough): ' :

9.2  Development and Approval of New Emission Factors for
Source Groups Al, B1, B2, and Cl. -

a. . Within24 days of eemmeneing initial operation at
the first Drill Site, the permittee shall conduct stack
testing as follows: o o

COMMENT
Permit Term: Condition 8

Shell commented that the heading preceding Condition 8 should be revised to clarify that
the governing regulations expressly permit Shell to adopt Owner Requested Limits and
thereby obtain a minor source permit. It is well established that a source that would
otherwise exceed the 250 tpy threshold and be subject to PSD requirements may exempt
itself from a regulation as a major source by “requesting the permitting authority to
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impose a permit restriction on the source’s capacity to emit.” In re Shell Offshore Inc.,
13 E.A.B. at 69 slip op. at 13 (Sept. 14, 2007). Indeed, a number of North Slope air
permit holders, including the North Slope Borough for its Barrow Thermal Oxidation
System (Permit No. AQ0831MSS01), have air permits that include Owner Requested
Limits in order to avoid classification either as a major source or a minor source. Thus,
the heading preceding Condition 8 should be modified to read as follows (added text
underlined): ' : - |

“Owner Requested Limits Rendering Prevention of Significant
Deterioration (PSD) Review Unnecessary Pursuant to 40 C.F.R. §
. 22.2] and 18 Alaska Admin. Code 50.508(5).”
EPA RESPONSE R
EPA agrees with the comment and is providing a citation within the heading to Condition
8 that references the regulation enabling EPA to limit Shell’s emissions so as to render
PSD review unnecessary. Because thé PSD regulations are not being implemented here,
EPA is not making reference to 40 C.FR:'§ 5221, Tn addition, EPA is making reference
to 18 Alaska Admin. €ode 50.508(5) as it exists as a federal regulation EPA has
incorporated by reference into 40C.F.R. Part55. L .

The heading preceding Condition 8 is amended as follqw__s (added text underlined):
Owner Requcsfed Limits Rendeﬁng Pi'evchtion of Significant

* Deterioration (PSD) Review Unnecessary Pursuant to 18 AAC
50.508(5) as Incorporated b Reference into 40 C.F.R. Part 55

COMMENT
Permit Term: Condition 8.2

Shell commented that EPA should specify that the calculations and record-keeping -
requirements of this Condition must be completed within three business days after the

* end of the week. Providing for notice within three business days provides ample
expedience for purposes of any EPA response relating to these aspects of the permit and
addresses the practical and feasibility concerns arising out of an obligation to prepare and
submit reports to EPA during shift changes, holidays or weekend periods. Condition 8.2
should therefore be modified to read as follows (added text underlined):

"No later than 3 business days after the end of the week, the
permittee shall calculate and record the Rolling 52-week NOx
Emissions for an Exploratory Operation by adding the most recent
Weekly NOx Emissions to the preceding 51 Weekly NOx
Emissions.” o ' ‘

EPA RESPONSE
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EPA agrees with the comment and is amendmg Condition 8.2 as follows (added text
underlined): -

8.2  Nolater than 3 business days after the end of the week, the
permittee shall calculate and record the Rolling 52-week
NOx Emissions for an Exploratory Operation by adding the
most recent Weekly NOx Emissions to the precedmg 51
Weekly NOx Emissions.”

COMMENT _
Permit Term: Condition 8.3.a

Shell commented that as drafted, Condition 8.3.a provides for a reporting year from
December 1 of one year through November 30™ of the following year. In order to
provide consistency with other reporting requirements and maintain a more predictable
and manageable reporting regime, Shell requests that EPA. provide for reporting based on
the calendar year. Thus, thé second sentence of Condition 8.3.a should be’ rev1sed to read
as follows (added text underlined; deleted text in stnkethrough)

"The perrmttee shail rcpon to EPA a summary of Rollmg 52-week
NOx Emissions annually to EPA. The report shail be submitted no
later than February 1% Deeember-3+ for the time period beginning
- Japuary 1% Deeef&ber—l—(ef—ehe-pteﬂeus-e&leadm-yeaf} and ending
- Nevember30 December 31% of the preceding year

EPA RESPONSE

EPA agrees with thé comment and amends Condition 8.3.a as follows (added text
underlined; deleted text in strikethrough):

8.3.a The permittee shall report to EPA a summary of Rolling
52-week NOx Emissions annually to EPA. The report shail
be submitted no later than February 1% Deeember-3+ for the
time period beginning January 1% Deeember—i-(of the
and endlng Navembefég :

December 31 of the preceding year.

COMMENT
Permit Term: Condition 8.3.b.

EPA should specify that the reporting requirement of this Condition must be completed
within three business days after the end of the week. Providing for notice within three
business days provides ample expedience for purposes of any EPA response relating to
these aspects of the permit and addresses the practical and feasibility concerns arising out
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cf an obligation to prepare and submit reports to EPA during shift changes, holidays or
weekend periods. Thus, Condition 8.3.b should be revised to read as follows (added text
underlined): '

"The permittee shall report to EPA any exceedance of
Condition 8 within 3 business days of identification."

EPA RESPONSE

EPA agrees with the comment and amends Condition 8.3.b as follows (added text
underlined): '

8.3.b The permittee shall report to EPA any exceedance of - . ..
Condition 8 within 3 business days of identification.” '

PR

7 and 9.2_.d'(new1

Shell commented that this permit condition refers only to 2007 emissions and should
therefore be updated because the permit no Ionger is addressing 2007 emissions. This
condition should be fiirther. revised to account for the possibility that Shell may obtain
new stack test results in the future. Thus, this condition should be revised to read as

follows (deleted fext in strikethrough):

"New emissions factors based upon stack testing conducted in

2007, or based on more recent testing conducted subsequent to the

. permit igsue date, shall be utilized to calculate all emissiors

generated-during2007.” :

EPA RESPONSE _

EPA intended for Condition 9.1.b (ii) of the 2007 permit to require Shell to calculate
2007 emissions vtilizing emission factors derived from 2007 stack testing conducting
within 24 days of initial operation at the first Drill Site.” EPA incorrectly assumed that
2007 would be each vessel’s first year of operation, and EPA is not certain when each
vessel will begin exploratory operations. To avoid having to amend the permit again
should a vessel not be deployed in 2008, Condition 9.1.b.(ii) has been amended to require
Shell to calculate a vessel’s entire first-year emissions utilizing emission factors derived
from stack testing conducted during that same first year.

? Stack testing satisfying Condition 9.2.a. was obviously not conducted in 2007 given that initial operation
was not achieved at any Drill Site.
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EPA also intended for Condition 9.2 of the 2007 permii to allow Shell the opportunity to
conduct stack testing in future years for the purpose of updating the emission factors.
Condition 9.2.d has been created to allow just that.

Condition 9. l.b (ii) is amended as follows (added text underlined; deleted text in
strikethrough): ' '

9.1.b (ii) Upon EPA approval of a new emission factor, the new
emission factor shall be utilized to calculate emissions
beginning with the day upon which stack testing was
performed to develop the new emission factor, except that:
for the first year a vessel is deployed, the new emission
factor shall also be utilized to calculate emissions’

~ beginning with the day upon which the vessel first
navigated within 25 miles of a Drill Site.
(—A—)—Nelhhemrs&teas-feeteﬁ-based—upeﬂ—smek-teﬁnﬁg -
: m&mm%meamm

- Condition 9 1 b(u)(A) has been removed from the final permit hecause itis no longer
necessary given the revision to 9.1.b(ii). : ,

~ Condition 9.2.d has becn_cre_ated as foﬂows (added text underlined):

9.2.d . The permittee may conduct further stack testing and submit
new emission factors for approval in accordance with
Conditions 9. 2.a, 9.2, b and 9.2.c. :

Conditions 2.1 through 2.5 of the proposed perrmt have becn renumbcred 2.2 through 2.6.

- Condition 2. 1 has been created as follows (added text underlmed)

2.1  The permittee shall record those time periods during which
the Kulluk is within 25 miles of a Drill Site.

' Condition 2,6 (formerly 2.5) has been amended (added téxt in underlined):

2.6  The permittee shall report to EPA via facsimile or e-mail
within 3 days of final operation at a Drill Site the
information required by Condition 2.1, 2.4.band identify
days, if any, between initial operation and final operation -
that the Kuiluk was not occupying a Drill Site. '

Conditions 3.1 through 3.4 of the proposed permit have been renumbered 3.3 through 3.6.
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- Condition 3.1 has been creat_éd as follows (added text underlined):

3.1 The permittee shall record those time periods during
which a support vessel is within 25 miles of a Drill Site.

Condition 3.2 has been created as follows (added text underiined):

3.2 . Thepermittee shall report to EPA via facsimile or ¢-mail
. within 3 days of final operation at a Drill Site the
. information reguired by Condition 3.1. -

Shell requests that its submission of the emission test report and the new proposed
emission factor provided: for in this Condition bé due within 30 days of completion of
testing, rather than withih 15-days of completion of the testing. Fifteen days is an
extremely short time period for Shell's emission testing. firm to move from completion of
the testing through the entire QA/QC process, and then to prepare a draft test report,
* which Shell must then review and submit to EPA. Becauise once the new emission factor
is approved, Condition 9.Lb (ii) applies that new emission factor retroactively, beginning
with the day that the stack testing used to develop the emission factor was. performed, the -
results of the process will not be affected by allowing Shell a more adequate time period
during which to complete these items. Thus, Shell requests that EPA modify the first
. sentence of Condition 9.2.b 1o provide (added text underlined; deleted text in
strikethrough); I o S . _

"Within 45 30 days of completing the testing, the permittee
shall submit to. EPA a new emission factor for approval.”

EPA RESPONSE

EPA agrees with the c@mment and amends Condition 9.2.b as follows (added text
~ underlined; deleted text in strikethrough):

9.2.b Within 45 30 days of completing the testing, the permittee
~ shall submit to EPA a new emission factor for approval. A
stack test report is to be submitted along with the
permittee’s request for a new emission factor.

It is also appropriate to extend to EPA additional time to review the. stack
test report along with the permittee’s request for a new emission factor.

| Condition 9.2.¢ is amended as follows (added text under]ined;.de]eted text
in strikethrough): : :
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9 2.c The new emission factor shall be considered approved
within 45 30 days of its rece:pt at EPA unless:

COMMENT
Permit Term: Condition 10.b

Shell commented that EPA should specify that the reporting requirement of this
Condition must be completed within three business days after the end of the week.
Providing for notice within three business days provides ample expedience for purposes
of any EPA response relating to these aspects of the permit and addresses the practical
and feasibility concerns arising out of an obligation to prepare and subrait réports to EPA
during shift changes, holidays or weekend periods. Thus, Shell requests that Condmon
10.b be modified to read as follows (added text underiined): -

"Within 3 business days of identification, report to EPA any
instance of a liquid fuel with sulfur content greater than 0.19
- percent by weight being combusted in any emission unit on the
‘Kulluk or & support vessel." '

EPA RESPONSE

EPA agrees with the comment and amends Condmon 10 b as follows (added text -
underlmed) : _

10 b Wlthll‘l 3 busmess days of identification, report to EPA any
instance of a liquid fuel with sulfur content greater than 0.19
percent by weight being combusted in any emission unit on the
Kulluk or a support vessel." :

COMMENT
Permit Term: Condition 13.3.b

Shell commented that EPA should specify that the reporting requirement of this
Condition must be completed within three business days after the end of the week.
Providing for notice within three business days provides ample expedience for purposes
of any EPA response relatmg to these aspects of the permit and addresses the practical
and feasibility concerns arising out of an obligation to prepare and submit reports to EPA
during shift changes, holidays or weekend periods. Thus, Shell requests that Condition
13.3.b be modified to read (added text underlined): ' ,

"Within 3 business days of identification, report to EPA any

instance of a liquid fuel with sulfur content greater than 0.05

percent by weight being combusted in Unit K-8, K-9, K-10,
- K-13, K-14." _ :
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EPA RESPONSE
EPA agrees with the comment and amends Condition 13.3.b as follows (added text

- underlined);

13.3.b  Within 3 business days of identification, report to EPA

any instance of a liquid fuel with sulfur content greater
-+ .than 0.05 percent by weight being combusted in Unit K-
8, K-9, K-10, K-13,K-14. :

‘Shell éommeqled.that,Conditign 1_3._4..0 (i) requires Shell to calculate and record each
- main driver engine's preceding 3-hour average operating load every 15 minutes. '

Condition 13.4.d (i) requires Shell to report to EPA a summary. of these 3-hour time

~ periods in which each main driver engine emitted, on average, particulate matter greater -

than 0.05 gr/dscf as determined using the EPA-approved correlation.

These provisions could create a situation in which a single elevated 15-minute reading
could trigger multiple (as many as twelve) overlapping elevated three-hour readings,
which in turn could lead to a single elevated reading being multiple-counted as a series of
as many as twelve separate violations of the restrictions set forth in this Condition.

EPA should therefore clarify that reporting pursuant to 13.4.d (i) and determining
compliance with the three hour average limitation of Condition 13 are based on eight
specific three-hour periods per day, e.g., 12:01 am. t0 3:00 a.m.; 3:01 a.m. to 6:00 a.m.;
6:01 a.m. to 9:00 a.m.; etc., similar to the EPA ambient monitoring reporting
requirements. Condition 13 should be revised to read as follows: (added text underlined;

deleted text in strikethrough): '

"Particulate Matter. The permittee shall not cause or allow
particulate matter emitted from fuel-burning equipment to exceed;
0.05 grains per cubic foot of exhaust gas, corrected to standard
conditions and averaged over any of the following three hour
periods hour heurs;0:05-grains: 12:0! am. to 3:00 a.m.: 3:0]
a.m. to 6:00 a.m.; :

0’1_ a.m. to 9:

6:

To conform to the new Condition 13 requirement, Condition 13.4.d (i) should be revised
to read as follows: (added text underlined; deleted text in strikethrough):

“The permittee shall report annually to EPA _é summary of those 3-

hour time periods, specified in Condition 13 above, during which
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an engine emitted, on average, particulate matter in concentrations
in excess of the 0.05 gr/dscf as determined using the EPA-
approved correlation.”

Finally, Condition 13.4.d (ii) should be revised to cover the calendar year. This condition

“provides for annual reporting, but again provides for that annual reporting to cover a 12

month period running from December 1 through November 30, rather than covering the
calendar year. In order to provide consistency with other reporting requirements and
maintain a more predictable and manageable reporting regime, Shell requests that EPA
provide for reporting based on the calendar year. This provision should be revised to
read as foliows: (added text underlined; deleted text in stnkethrough)

“The report shall be submitted 1o later than February 1% December
34 for the time penod J anug_rx 1* through Deccmber 3 1’it of the

preceding year be s ,

EPA RESPONSE

Permit Condition 13 is mtcndcd to monitor comphance ona rollmg 3-hour standard as is
normal practice by permitting agencies, rather than a 3-hour block as suggested by Shell.
Permit Conditions 13 is unchanged from the 2007 permit. Accordingly, comments
regarding the comphance period in this permit condition are beyond the scope of the
remand and a response is not necessary. _

'However, to provide consmtency with other reporting requirements, EPA acknowledges

the comment related to Condition 13.4.d (ii) and amends thlS condition as follows (added
text underlined; deleted text in stnkethrough)

'13.‘4.d.(ii) The report shall be submitted no later than Februm 1
Decesmber3+ for the time period January 1% through

Decemher 31* of the prccedmg gear begl-ama-g |

COMMENT
Perrmt Terms Conditions 17.3, 18.3, 19.3 and 20.3

With respect to each of these four Conditions, Shell commented that EPA should specify
that the permittee must provide notice within three business days of identifying any
specified exceedance. Providing for notice within three business days provides ample
expedience for purposes of any EPA response relating to these aspects of the permit and
addresses the practical and feasibility concerns arising out of an obligation to prepare and
submit reports to EPA during shift changes, holidays or weekend periods.
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EPA RESPONSE

| EPA agrees with the comment and amends Conditions 17.3,18.3, 19.3 and 20.3 as
| follows (added text underlined):

17.3  The permittec shall report to EPA via facsimile or e-mail
any exceedance of Condition 17.1 within 3 business days of
identification. = ' -

18.3  The permittee shall report to EPA via facl:'simil'e‘or e-mail
any deviation from Condition 18.1 within 3 business days
of identification. '

19.3 ‘The permittee shall report to EPA via facsimile or e-mail |
: ‘any deviation from Condition 19.1 within 3 business days

of identification. .

20.3  The permittee shall report to EPA via facsimile or e-mail - -
any exceedance of Condition 20.1 within 3 business days of
- identification, - : R '

COMMENT
Permit Terms; Conditions 18.1 and 18.2

Shell commented that these Conditions reference a misidentified emissions unit. The
Kulluk Emergency Electrical Generator Engine is misidentified in the permit as Unit K-4.
It should be identified as Unit K-7. Thus, in Conditions 18.1 and 18.2, EPA should
delete references to Unit K-7. These Conditions should be revised to reference Unit K-4.

- EPA RESPONSE

EPA acknow_lcdges this comment and amends Conditions 18.1 and 18.2 as follows *
(added text underlined: deleted_text in strikethrough):

18.1  The permittee shall operate Unit K-7 K-4 only in an
' emergency or as needed to maintain readiness while the
Kultuk is occupying a Drill Site.

18.2  For each instance in which Unit k-7 K-4 is operated while
the Kulluk is occupying a Drill Site, the permittee shall
record the duration of the episode and the reason for
operating.

* See page 21 of the Statement of Basis for an explanation of why emission unit K-7 is no longer part of the
emission inventory.
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COMMENT
Permit Term: Condition 21
Shell commented that this Condition incorrectly references 18 AAC 50.110 as the source

of the Alaska ambient air quality standards. This should be revised to reference 18 AAC
50.010, which contains those standards. ‘

* EPA RESPONSE
'EPA acknowledges this comment and amends Condition 21 as s follows (added text

underlined; deleted text in stnkethrough)

21.  Ambient Impacts The pemuttee sha.l] not cause or-
" contribute to a violation of a national ambient air quahty
standard or the standards of Alaska (18 AAC 50—1—1-9

 50.010).

COMMENT N
Pennit Term: Condition 26

Shell commented that Condltlon 26 should be revised to mclude an mtroductory
paragraph that clarifies the procedures that would apply to EPA's reopening of the permit
to terminate, revise, or revoke and reissue it. The recommended language affords to
Shell a process for reopening this permit equivalent to the process that applies to a federal
operating permit under EPA's regulations. See 40 C.F.R § 71.7(f), (g). Shell states that
the Kulluk Minor Permit is the first OCS permit of its kind and it is important for EPA to
make clear that, in the event the Agency believes cause exists to terminate, revise, or
revoke and reissue this permit, EPA does not intend to afford Shell lesser procedural |
protections during operations under this permit than would be afforded the holder of an

~ on-shore Part 71 operating permit. Thus, Shell recommends that Condmon 26 be revised

as follows (added text underlmed)

26. Pemnt Revision, Termination and Reissuance. This permit
may be terminated, revised, or revoked and reissued by EFA

for cause. Proceedings to reopen this permit for cause shall
follow the same procedures as applied to the issuance of this
initial permit and shall affect only those parts of the permit for
which cause to reopen exists. EPA may reopen this permit for
- cause upon providing a notice of EPA's intent and a statement
of reasons to Shell at least 30 days in advance of the date that
the permit is to be reopened, and EPA shail provide Shell an
opportunity for comment on EPA's proposed action and an
opportunity for a hearing, except that EPA may provide a
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shorter time period in the case of an emergency. Cause exists

to terminate, revise, or revoke and reissue this permit under the
following circumstances:

Further, Shell states that although Condition 26.1 needs no revision, Condition 26.2 and
Condition 26.3 should be revised to conform to the Alaska permit regulations. - The
Alaska regulations provide that revision, termination, or reissuance of a permit is only
necessary where there is a violation of a "material” permit term: "after 30 days' written
notice to the permittee, the department (1) may modify, or revoke and reissue a _
construction, operating, or minor permit if the department finds that ... (B) the permittee
has violated ... a material term or condition of a permit, approval, or acceptance issued
under this chapter.” 46 AAC 46.14.280(a) (emphasis added). The corresponding on-
shore regulations appropriately establish a materiality threshold for actionable permit
violations, which should be reflected in this OCS permit. Thus, Shell recommends that
Condition 26.2 and 26.3 be revised as follows (added text underlined: deleted text in
'26.2  Materially ilnaccurate statements were made in
establishing the terms or conditions of this permit;

263 The permittee fails to comply with any material
condition of this permit; or - '

Finally, Condition 26.4 should be revised as indicated to make it parallel with the.
introductory language of Condition 26. Thus, Shell recommends that Condition 26.4 be

revised as follows (added teity_ﬁderl;ingd; délete‘d text in 'strikethrough):

- 26.4  This permit must be terminated, revised, or revoked
- and reissued to assure compliance with Clean Air

Act Requirements.

EPA RESPONSE ‘ ‘
Pursuant to 40 C.FR. § 23.6(a)(3), EPA followed the applicable procedures in 40 C.F.R.
Part 124 in issuing the Shell OCS permit. Although neither 40 C.F.R. Part 55 nor Part

124 contain explicit provisions for terminating, revising, or revoking and reissuing a
permit for cause, EPA beligves it has inherent authority to take such action as the permit-
issuing authority. Condition 26 implements and clarifies that authority. Should EPA
decide cause-exists to terminate, revise, revoke and reissue the Shell OCS permit, EPA
will follow 40 C.F.R. Part 124, the same pracedures that applied to initial issuance of the
Shell OCS permit, which includes provisions for public notice and comment and appeal

to the EAB. Because 40 C.F.R. Part 71 does not apply to issuance of OCS permits, EPA
declines to follow Shell's suggestion that EPA follow the procedures of Part 71 in the _
case of a reopening for cause. In an y event, the language that Shell proposes be added to
Condition 26 goes beyond the language in40 C.F.R. § 71.7(f) and (g). EPA does intend

to give Shell reasonable notice prior to initiating a reopening of the permit.
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With respect to Conditions 26.2, 26.3, and 26.4, EPA accepts Shell’s request to amend
the conditions. The suggested amendments reflect EPA’s original intent. Conditions
26.2, 26.3, and 26.4 are amended as follows (added text underlined; deleted text in
strikethrough):

262 Materially ifnaccurate statements were made in
establishing the terms or conditions of this permit'

26.3 The permlttee fails to comply thh any mater matenal
condition of this permit; or

26.4 This permit must be terminated, revised, or revoked
and reissued to assure complizace with Clean Air. -
Act requirements.

COMMENT _
Permit Terms: Cond1t10ns23 form ]' 22' 151 15»2 and 161

There are some slight inconsistencies with regard to the one-year penod over which-
certain compliance conditions are determined in the current Kulluk permit. Shell
requests that EPA make these consistent in the direction of strengthening the protection
of the NAAQS. In those compliance conditions referring to “calendar year”, Shels asks
that EPA modify them to refer to “rolling 52-week period” (which contains the calendar
year as a subset) except for report submissions (Conditions 8 and 13) and the calculation
of fees (Condition 6). The rcqucsted modifications should take plaoe in Conditions 2.2,

15.1, 15.2, and161

EPA RESPONSE

EPA agrees with the comment and is aménding Conditions 2.3 (formerly 2.2), 15.1, 15.2,
and 16.1 as follows (added text underlined; deleted text in strikethrough):

2.3  The permittee shall identify other Drill Sites 'formerly occupied by )
the Kulluk in the same ealendar-year rolling 52-week period and
record the distance between cach of these Dnll Sltes

15.1 The pcmuttee shall not have the Kuiluk occupy Drill Sites
associated with the same Exploratory Operation for more than 80
calendar days, in aggregate, during a ealendar—year rolling 52-week
period. _ |

15.2 The permittee shall not have the Kulluk occupy Drill Sites,in
aggregate, for more than 160 calendar days durin g a eaieﬂder—yeaf

rolling 52-week period.
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16.1 The permittee shall not have the Kulluk occupy a Drill Site within
- 1,000 meters of another Dril] Site occupied less than 52 weeks
prior, unless the Drill Sites are associated with the same

Exploratory Operation.—

Subcategory 1-2: Other Pefmit Changes

- Permit Term: Condition 2 oo
An éditorial change is made to Condition 2 to clarify the permitted
location as specified on the permit’s cover page. As explained on the
cover page, this permit applies to any Drill Site within a Beaufoit Sea
OCS lease block authorized by.the US MMS within 25 miles of the State
of Alaska’s Seaward Boundary The clause “within 25 miles of the State -
of Alaska’s Seaward Boundary” was inadvertently omitted from Condition
2 in the proposed permit. Thus, Condition 2 is rev1sed as follows (added
text underlined; deleted text in stnkethmugh) :

2. Mll‘lOl‘ Permit ,No. R100CS-AK-07-01 (Revised) authorizes the
perrmitiee to mobilize, operate, and demobilize the Kulluk at a Drill
Site authorized by MMS in the Beaufort Sea OCS within 25 miles
of the State of Alaska's seaward boundary, in accordance with the

terms and conditions of this permit.

{
H

Permit Term: Condition 25

The proposed Permit Condition 25 is changed for mtemal consistency
purposes and is revised as follows (added text underlined; deleted text in
smkethrough)

28. Termmatlon. This approval shall become invalid if construction of the-JcuthHe

exploratory-drilling-aetivity an Exploratory Operation is not commenced within 18

months after the effective date of this permit, or if construction ef the-aetivity is
discontinued for a period of 18 months, uniess EPA extends the 18-month period
upon a satisfactory showing that an extension is justified, pursuant to 40 CFR

55.6(b)(4).
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Permit Term: Condition 28

Endangered Species Act

On May 15, 2008, the U.S. Department of the Interior listed the polar bear (Ursus .
maritimus) as a threatened species under the Endangered Species Act (ESA), 16 U.S.C.
§1531 et seq. See 73 Fed. Reg. 28212 (May 15, 2008). During the original permitting of
this action, EPA relied on the ESA consultation that was completed between the U.S.
Fish and Wildlife Service (FWS) and the U.S. Minerals Management Service (MMS),
which was designated as lead agency for ESA obligations relating to this project, to fulfill
its ESA obligations, 50 C.F.R. § 402.07. As part of its role as lead agency, MMS
considered the proposed project’s impacts, including potential impacts associated with
EPA’s permitting action, on polar bears (which at the time were proposed for listing

- under the ESA) in its consultation with FWS. See May 30, 2007 EPA memorandum
entitled, “ESA and EFH Obligations — Shell Offshore, Inc. OCS Permits Permit Nos.
R100CS-AK-07-01 and R100CS-AK-07-02 Shelt Kulluk and Shell Discaverer.”
"However, as a result of the recent final listing, we undcrstand that MMS has re- -initiated

consultation with FW S.

While EPA generally bclieves_ the most efficient way to ensure compliance with the ESA
for this permit is to wait until ESA compliance is complete before issuing the final
permit, that approach is not required by law in this case. Section 7(a)(2) of the ESA and
the ESA implementing regulations do not specify the precise time when an ESA
consultation must conclude relative to an agency action. 16 U1.S.C. § 1536(a)(2);

50 C.F.R. §§ 402.13, 402.14. See also Indeck-Elwood, LLC, 13 E.AD. __, slip op. ai
109-110 (EAB; Sept. 27, 2006) (finding that completion of the ESA consultation process
during appeal of a PSD permit met the minimum legal requirements of the ESA). Section
7(d) of the ESA specifies that once the consultation process is initiated, as it has been in
this case, agencies (and permit applicants) are prohibited from making any irreversible or
irretrievable commitments of resources that would have the:effect of foreclosing the
formulation or implementation of any reasonable and prudent alternatives that may be
needed to avoid violating sectlon 7(a)(2). 16 U.S.C. § 1536(d); 50 C.F.R. § 402.09.

For several reasons — including the recent nature of the polar bear listing and
coordination with MMS as the lead agency — EPA believes that issuance of the final
permit prior to conclusion of the re-initiated ESA consultation is consistent with ESA
requirements. See Indeck-Elwood slip op. at 112; see also 40 C.F.R. § 124.19(f)(1)
(explaining when a federal PSD permit is final agency action).* '

* EPA notes that given the substantial pubhc interest surrounding this pern'ul itis highty likely that the
Shell permit will be appealed to the EAB. As in the Indeck-Elwood matter, the permit would not be
effective unlil the conclusion of the appeal process and implementation of any actions needed to address
the outcome of the appeal. Indeck-Elwood slip op. at 111, n. 150. Thus, there will likely be an opportunity
for the ESA consultation to reach resolution while the appeal is pending and before the “final” permit is
issued.
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Most significantly, as an additional protection to ensure that no “irreversible or
irretrievable commitments of resources” for the Shell OCS exploratory project occur
prior to completion of the ESA process and to allow for consideration of the
consultation’s outcome on the final permit, EPA has included in the minor source permit
a condition delaying the effectiveness of the permit, and thus prohibiting any exploratory
activity, until the ESA process concludes and providing for incorporation into the final
permit of provisions reflecting the outcome of the consuitation that EPA determines are
appropriate. Specifically, Permit Condition 28 has been added (text underlined) to the

- permit and it states; - B

In light of this condition, EPA has ensured that no irreversible or irretrievable
commitments of resources can occur prior to conclusion of the ESA process. EPA has
also specifically retained authority to ensure inclusion in the permit of appropriate
additional provisions addressing any issues regarding protection of the threatened polar
bear species that may be identified during the ESA process. See Indeck-Elwood slip op.
at 111 (upholding a process in which changes to final permit may be implemented “if -
FWS recommends any changes to the permit during the consultation process or,
alternatively, if EPA decidés to add or amend permit conditions based on any information
or findings that arise during the ESA consultation process”). In light of this final permit
condition delaying permit effectiveness (and thus prohibiting any project activity) until
completion of the ESA process and also allowing for amendment of the permit t€rms as -
appropriate to address the findings of that process, EPA believes that issuance of the final
permit is consistent with ESA requirements, including the provisions of section 7(d) of
the ESA. 16 U.S.C.-§ 1536(d); 50 CF.R. § 402.09. ' |

Category 2: General Comments in Support .

The U.S. Mineral Management Service (MMS), the Alaska Oil and Gas Association
(AOGA) and ASRC Energy Services (AES) ail support EPA’s issuance of a minor air
quality permit for Shell’s proposed exploratory drilling activities in the Beaufort Sea.
More specifically, the AOGA and AES supports EPA’s conclusion that the stationary
source subject to permitting should be defined as those activities associated with each
individual planned well. They further state that the air pollution impacts from permitting
under a minor air quality permit are likely to be less than those permitted under a major
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permit. In addition, AOGA suggests that minor source permitting can reduce the
administrative and regulatory burdens on EPA and the regulated industry and will
facilitate efficient and effective permitting of future OCS sources.

EPA RESPONSE

EPA agrees with the comments supporting its determination to issue a minor air quality
permit for Shell’s exploratory drilling activities through its determination that the
stationary source is defined as each planned well and any associated replacement or relief
well. However, EPA has not determined whether or not a minor permit strategy will
result in less overall air pollution impacts or will result in more efficient and effective
permitting for future OSC activities than if the activity was permitted under a major
permit. As explained in Category 5 and 6 below, a BACT analysis has not been
conducted and therefore it is not possible to know. what controls or ernissions limits
would be. requu'ed under a major pernut N :

Category 3: General Comments Requesting Permit Denial
COMMENT |

The Inupiat Community of the Arctic Slope (ISAC), the North Slope Borough (NSB) the
Northern Alaska Environmental Council (NAEC) and a number of individuals oppose
EPA’s intent to issue Shell a minor air quality permlt for exploratory drilling activities in
the Beaufort Sea. The NSB further states that EPA should instead issue a major air
quality permit for this act1v1ty because EPA has not provided an adequate explanation of
its rational for its determination of a stationary source. They also state that the 2008
permit revision does not represent a significant reduction in emissions from the 2007
permit, nor does it adequately address concerns raised in 2007.

EPA RESPONSE

We believe that our existing record fully supports our decision to issue Shell a minor air
quality permit for exploratory drilling activities in the Beaufort Sea, as well as our
determination that each planned well site constitutes a separate stationary source for
purposes of determining New Source Review applicability. See Category 13 below for
EPA’s response to the comments regarding the Stationary Source Determination. -

With regard to emissions reduction comment, such reductions are not required between
the original permit action in 2007 and this 2008 revised permit action.

COMMENT

. The NSB comments that they were concerned that Shell was proposing to use outdated
and inadequate control technology to perform its drilling and related support activities
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and that this will ﬁn!awfully- degrade air quality and threaten the health of communities
and fish and wildlife habitats on the North Slope.

EPA RESPONSE

Issues related to alleged degradation of air quality, health of North Slope communities,
wildlife habitat and age or level of control technology are beyond the scope of the EAB
remand and therefore no response is necessary. Nevertheless, concerns related to the
National Ambient Air Quality Standards (N AAQS) and public health are discussed in
Categories 12 and 15 below. . o _ : _

NAEC commented that if EPA ‘permits the Kulluk as a minor source at-each planned
well, EPA must evaluate each planned well under separate minor source permits and -
issue a separate minor air quality permit for each. EPA may not issue an individual
minor permit until each well location has been identified and then evaluate on a case-by-
- case basis whether properties in and around that location constitutes contiguous or
adjacent properties. -~ T s T

EPA RESPONSE

A single minor permit may authorize pollutant-emitting activities be undertaken across
multiple locations pursuant to the State of Alaska Requireménts Applicable to OCS.
Sources. Specifically, 18- AAC 50.502 states that a separate minor permit is not required
before relocation if the portable source is alréady allowed by permit to operate at the new
location, In this case, the permit authorizes oil and gas exploration activities at any Drill
Site within a Beaufort Sea OCS lease biock authorized by the MMS within 25 miles of
the State of Alaska’s seaward boundary. | : -

Applying the relevant regulations and guidance to a common set of facts, EPA is
determining which groupings of activities would collectively be considered a separate
stationary source. The stationary source is the Exploratory Operation that occurs for each
individual Planned Well and any associated Replacement or Relief Well. Therefore, EPA
is not accepting this comment. See discussion within Category 13 of this document for a
complete explanation of EPA’s separate stationary source determination and
consideration of adjacency in formulating its decision.

COMMENT

The NSB commented that issuance of a minor permit ignores cumulative impacts caused
by early shutdown of operations to stay within the NOx cap. NSB disagrees with
statements made at the March 25-27, 2008 public meetings that less pollution would be
emitted under a minor permit and comments that best achievable control technology
would reduce NOx pollution by at least 30% from the Kulluk engines. NSB explains that
under a minor permit if during a given year Shell approaches the 245 TPY NOx cap, it
may have to plug the well and return the next season resulting in inefficient operation and
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causing more pollution as they access the same site twice. re-open the well and causes
additional disturbance to marine mammals and subsistence hunters. NSB disagrees with
statements Shell made at the public meetings that under a major permit it would not use
low sulfur fuel or particulate traps because there is nothing in the record to show that
these poilution reduction techniques would not be Best Available Control Technology

(BACT). ‘

EPA RESPONSE

EPA has no evidence to support, or deny, the commenters’ claim that there could be a net
increase in emissions caused by the interruption of Sheli’s driiling activities to avoid
exceeding a minor air permit limit of 245 TPY of NOx. In addition, EPA has not
conducted a BACT analysis for this project with which to determine what, if any,
emission rednctions would result from a BACT determinztion. This includes, but is not
limited to any BACT determination that would require particulate traps or the use of low
sulfur fuels.

Whether or not the issuance of a PSD permit (as opposed to a minor permit) would result-
in emissions increases or decreases is irrelevant to EPA decisionmaking. Shell has-
satisfied the regulatory requirements necessary for issuance of an ORL, thus making a
PSD permit unnecessary. A BACT analysis is not required under a minor permit
application and therefore was not required to be submitted by Shell in their application.

It should also be noted that statements made by Shell at public hearings regarding
possible differences in pollution emitted by the Kulluk under minor source and PSD
permitting are not necessarily those of EPA. EPA does address Shell’s oral testimony
about BACT in Category 5 of this document. 'Also see Category 6 for other responses to
comments regarding BACT. A _

Category 4: EPA Appl'ication Procésé |

COMMENT

The ICAS commented that Sheli’s misnor air permit application is legal]y and technica]ly
" flawed and recommends that Shell be required to submit a major source 4ir permit for the
Kulluk exploratory drilling operations. '

EPA RESPONSE

" The EPA has determined that Shell’s application for a minor air quality permit to conduct
exploratory drilling in the Beaufort Sea is complete. Following review, EPA determined
that the information submitted by Shell is sufficient to issue this minor permit. Shell’s
application materials are available to the public at EPA’s website, and during the public
comment period, were available at the repositories listed in the public notice.
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 ‘As'stated above, EPA has o evidence to su

Category 5: Major Source General Comments

COMMENT

A common theme among commenters, both in oral testimony and through written
comment, was a request that Shell to be required to permit their exploratory drilling
operations under a major, not a minor air quality permit. One commenter stated further
that under a major air quality permit Shell would be required to install additional air
pollution controls under BACT, especially in the main Kulluk engines. Dividing the

‘project into separate minor permits is bad public policy and sets a bad national precedent

for aveiding new source review and BACT. During oral testimony, Shell countered
saying that.a minor permit has émission and operational coristrains that a major permit
would not have including a requirément to bum low sulfur diesel and a 250 ton per drill
site.cap. -Shell also claimed that because of space limitations on the Kulluk, the BACT -

Teview may not even tequire additional coritrols.

EPA RESPONSE _ .
‘ pport, or. deny, any.commenter’s claim that
there could be a net increase, or decrease, in emissions if a major permit was issued to
Shell instead of a minor permit. Because a BACT analysis is not required for Shell to
obtain an ORL under a minor air quality permit, a BACT analysis is not included in
Shell’s applicatior or the permit record. Only after a BACT analysis is submitted and

' reviewed can EPA make a BACT determination as to' what constitutes the appropriate

level of emission controls. Because this is not part of the permit record, it is impossible
to know whether or riot any additional controls would be required under the BACT.
Hence, all claims regarding and/or comparing emissions generated under minor or major
permitting scenarios are irrelevant, This includes, but is not limited to, claims regarding .

~ Space constraints aboard vessels, particulate traps, or the use of low sulfur diesel fuels.

Also s_eé Category 6 of this document regarding BACT. |

COMMENT
One commenter stated that using a minor permit approach ignores the fact that the Kulluk

is alarge drillship that will be used.to drill multiple wells under the same SIC code, using
the same equipment and crew for the same company in the same drilling season. They
further state that the Kulluk should be treated as a single stationary source at all times it is
attached {0 the seabed within 25 miles of the coast. EPA is segmenting its permitting
process allowing Shell to avoid major néw source review by suspending its efforts to
issue a permit to the Frontier Discoverer aiid by segmenting the Kulluk operations
treating the vessel as a distinct source at each different planned well site irrespective of
the interrelation between such wells. “This violates the terms and contravenes the basic
purpose of the Clean Air Act, ; ‘

EPA RESPONSE
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An owner may request limits on its air pollution emissions to avoid applicability of many
federal program requirements, including major new source review. This “synthetic
minor” permitting practice is well established and is allowed under the provisions of the
CAA and the applicable Alaska regulations at 18 AAC 50.508(5). In this case, Shell has
requested a synthetic minor permit to avoid requirements of major new source review
permitting. EPA finds that issuance of an ORL in a minor permit neithér violates nor
contravenes the basic purpose of the Clean Air Act, the OCS Air Regulations at 40
C.F.R. Part 55, or the applicable Alaska regulations. Given our determination that each
Explotatory Operation is a separate stationary source, EPA’s determination to recognize
Shell’s Beaufort Sea exploration activity as a series of minor sources is largely based on
the minor permit containing adequate emissions momtonng and Shell’s capablirty to
comply with the synthetic minor emissions cap.

In Category 13 of this document EPA provides detailed response to comments régarding
how EPA has determined that each. p]anned well site is considered an: mdependent source
for the purpose of issuing a minor air pemut : , :

COMMENT

. The NSB conunented that the proposed penmt is mtemally mcons:stcnt on the timeframe
for computing emissions (calendar vs. 52 week rolling). The permit requires a rolling 52-
week rolling period rather than a calendar year to be used to determine the application of
PSD to operations at a particular well. But, for the purposes of determining whether the

- . wells are adjacent, EPA focuses on the emissions that occur during a given calendar year.

So commenter asserts if EPA is to use a rolling 52-week period for applying PSD, it
should do the same for determmmg whether the wells are ad_| acent. _

EPA RESPONSE

Contrary to the comment, the EPA did not focus on emissions to determine whether wells
are adjacent. Rather as further explained in Category 13 below, to determine adjacency,
EPA considered a number of facts including interdependence and proximity.

However, for internal consistency, EPA has revised Permit Condition 16 from a calendar
year to a rolling 52-week period. See subcategory 13-4.

COMMENT

EPA combines all the air pollution impact for all the wells for the purpose of meeting the
NAAQS and sets a 160-day combined operating limit on all of the wells drilled by the
Kulluk in each year. Thus, EPA recognizes the emissions are interdependent and
cumulative for purposes of NAAQS but refuses to view Shell’s operations as
interdependent and cumulative for purposes of determining whether best available control
technology is needed under PSD.

EPA RESPONSE
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Shell modeled and considered the cumulative impacts resulting from two drill sites in the
same season in order to fulfill its obligations outlined in EPA’s Guideline on Air Quality
Models. Modeling is based on an annual average as further explained in Category 9. The
manner in which Shell conducted its ambient impact analysis is separate from EPA’s
separate stationary source determination. :

. Please see Category 13 of this document for an explanation for our separate stationary
source determination. o S ,

Category 6: BACT Analysis Requested
NSB requests EPA to work with Shell to complete a best available control technolog_y
(BACT) review. B T R

AT

EPA RESPONSE

The commenter’s request for Shell to complete a BACT review is unrelated to the

- stationary source determination, revised modeling analysis or modified portions of the
permit, and as such is beyond the scope of the remand and need not be addressed.
Nevertheless, EPA offers the following response. S R |

As EPA stétéd in its February 2008 Fact Sheet that accompanied the Proposed Permit and
Supplemental Statement of Basis, - ' . '

Shell applied for “minor” permits and requested that NOy
emissions be limited 1o less than 245 tons per year at each
drill site. With these limits, Shell was not required to go
through the more rigorous “major” PSD permitting .
process. The PSD process includes a review of best
available control technology.

As detailed in Category 13, EPA has determined that each Exploratory Operation is a
separate stationary source, and EPA is limiting emissions from each stationary source to
less than the “major” source threshold level. Therefore, PSD review is unnecessary and
Shell is not required to submit a BACT analysis. - ‘

Category 7: Eighty Day Operafi-ng Limit Not Supported

COMMENT

The NSB states that neither EPA nor Shell com’pufed the air pollution associated with
drilling a relief well and replacement well when computing the total air pollution from
this project. Neither EPA nor Shell provided any information to show how an
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exploration well, replacement well, and relief well could all be drilled, one after another,
within 80 days. Adequate time must be allocated for air pollution associated with a relief
well, since this is a necessity in the event of a blowout. Given that it takes approximately
47 days to drill 2 Relief Well in the Beaufort Sea, EPA must amend the perrit to limit to
33 days (80 - 47) the collective time that Shell is allowed to drill a Planned Well and
Replacement Well for any given Exploratory Operation.

EPA RESPONSE

Pursuant to 18 AAC 50.542(f)(1)(B), EPA will deny a:mi:nor perniit application if it
shows that the source will cause or contribute to a NAAQS violation. Shell submitted a
modeling analysis to demonstrate that a NAAQS violation would not occur. As part of

 its analysis, Shell found it necessary to restrict its operations so.as to demonstrate

compliance with the NAAQS." Pursuant to 18 AAC 506.544(c)(1), EPA included these
operating limits in the permit. See Conditions 1 5 through 20 of the final permit. One of
the operating limits requested by Shell toensure protection of the NO; and SO, annual
NAAQS was an 80-day limit associated with a singieé Exploratory Operation. Thus, as
provided in Permit Condition 15, the Kulluk may not occupy drill sites associated with -
the same operation more than 80 calendar days in aggregate during a roiling 52-week
period. IR ' S . o

It was not necessary for Shell to demonstrate its ability to collectively drill within the 80-
day period a Planned Well, Replacement Well, and Relief Well. Shell simply needed to
demonstrate its ability to comply with NAAQS assuming compliance with the
operational restrictions. It did that. The resultant permit contains adequate monitoring,
recordkeeping and reporting to document compliance with the 80-day limit and
applicable emission limits. See Conditions 15.1 and'15.3 of the permit. No permit

‘amendments, including those recommended by NSB, are necessary to assure compliance

with the NAAQS or the 245 tpy NOx limit.

Categoty 8: Kulluk Relief Well Capability

~ COMMENT

NSB indicates that the permit application did not provide technical information
illustrating the Kuliuk’s ability to dril! its own relief well, If the Kulluk is damaged
during a blowout, a second rig would be needed to drill the relief well, The proposed
permit does not authorize a second rig to drill the relief well. If the permit is to remain a
minor source permit, the Kulluk’s ability to drill its own relief well should be examined.

EPA RESPONSE

The ability to drill a relief well, with either two ships or one, is a technical issue unrelated
to the stationary source determination, revised modeling analysis or modified portions of
the permit, and as such is beyond the scope of the remand and need not be addressed.
Nevertheless, EPA offers the following response.
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In June 2007, EPA issued two perrmts to Sheil to conduct exploratory drilling activity in
the Beaufort Sea. One authorized the use of the Kulluk and the other the use of the

- Frontier Discoverer. Although the permits enabied Shell to utilize both drill rigs in the
same season, Shell was not requzred to have both dnll Figs in the area as a precond:tlon
for drilling. ;

There exists a need for contingency planning given that betweeﬁ 1992 and 2006,
approximately one in every 298 exploratory wells drilled on the United States OCS
expenenced a blowout.’ Shell’s asset manager for Alaska, Rick Fox explamed

- Were the cantamment provzded by the blowout preventer to.
Jail, Shell might have to dnll a relief well into the out-of-
" control well, to plug the well up.-The floating drilling
' vessel ‘could repoysition to drill that relief well, or.Shell
' rcauld bring in its second drilling vessel to drill g relief . -
' well Fax sa:d. September 2, 2007 Petroleum News; p 9

In its Blowout Coritrol / Relief Well Plan presented to the MMS Shell chscussee under
what circumstances it may become necessary to have a second rig drill the relief well.
Shell states, o

- Inthe scenano developed for this cantmgency pIan, the drl!lmg
. vessel originally on site attempts to stop (or slow) the blowout by
_ pumping mud and/ar concrete downhole. Should these efforts
fail, the drilling vessel pulls away from the blowout location in
. order to support saﬁe recovery operations from a relief well site.
As a precautionary measure, relief well preparation operations
.are initiated in parallel with the implementation of surface
control methods. Unless it is damaged, this same drilling vessel
will then commence relief well drilling. Where the original on
site rig is damaged, Shell’s sécond rig will be used to drill the
relief well. January 2007 Beaufort Sea Regional Exploration Oil
Discharge Prevention and Contingency Plan (ODPCP), p. 1-22.°

Shell, determined that it can conduct safe exploratory drilling operanons in the Beaufort
Sea utilizing a single drill rig. Shell states,

Given the relatively benign anticipated well conditions and
subsurface well control at the Beaufort Sea locations covered by
this plan, and given the risk reduction actions in place (See

5 Damd Izon, E.P, Danenberger Melmda Mayes. Absence of Fatalities in Blowouts Encouraging in MMS
Study of OCS Incidents 1992 — 2006. Drilling Contractor. July/August 2007.
See additional statements from Shell in October 1, 2007 Weekly edition of Qil and Gas Journal.
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Section 2.1.8), Shell believes that a prudent operator could

- conduct a Beaufort drilling campaign using a single drilling rig.
January 2007 Beaufort Sea Regional Exploranon ODPCP, p. 1-
23,

The federal agency responsible for determining whether Shell is capable of conducting
safe exploratory operations in the Beaufort Sea utilizing a single drill rig is the MMS.
The MMS appears to agree with Shell on this count as evidenced by MMS’s February 15,
2007 approval of Shell’s contingency plan. In its four-page approval letter to Shell,

MMS stipulates that its approval is contingent upon Shell satisfylng a number of
conditions. Not one condition requires Shell to maintain two drill ri gs in the area at the

same time.

EPA is relying upon MMG ’s determination.in this regard.

Category 9: MeﬂéﬂngAnalysis L T
Subcategory 9-1: Meteorological Data used in Modeling

COMMENT

The NSB asserts that EPA regulations require Shell to coliect one year of meteorological
variable data in the Beaufort Sea to support the ambient air quality impact analysis and
cites a subscctmn of 40 CFR. § 52. 21 as the basis for thlS requlrument

EPA RESPONSE

40 C.FR. § 52.21 contams the federal Prevention of Slgmﬁcant Determranon (PSD)
regulations that apply to a new major stationary source or a major modification at a
stationary source. The language cited by the commenter is found in 40 CF.R. §
52.21(m)(1)(b)(1v) and applies to air quality monitoring data and not to meteorological
variable data. Furthermore, the proposed Shell drilling pro_]ect is not subject to the PSD
regulations because it is being permitted as individual minor sources.

The requirements and guidance for collecting meteorological variable data and using
such data in regulatory applications can be found in Appendix W of 40 C.F.R. Part 51,
otherwise known as the Guideline on Air Quality Models (GAQM). Paragraph 8.3.1.2(b)
of the GAQM state that five years of representative data or at least one year of site
specific data is required for use in EPA refined or preferred air quality models. The air
quality models include the AMS/EPA chulatory Model (AERMOD) and the Offshore
and Coastal Dispersion (OCD) Model. In general, the models, techniques and procedures
detailed in the GAQM should be utilized in an ambient air quality analysis to support
State Implementation Plan (SIP) revisions, major new source review (NSR), and minor
air permit applications. For refined models, one year of site-specific data, or five years of
representative data is used.
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In this instance, Shell used ISC-Prime with screening meteorology, which showed no
NAAQS violations. Therefore, site-specific data was not required. (See responses in
Subcategory 9-3 below.) '

COMMENT

- The NSB comments that there are no site specific data to comparé with the screening data
to determine if the ambient air pollutants concentrations predicted by modeling are
conservative. ' : S :

EPA RESPONSE _

EPA determined that the screening méteorology will give concentrations that will be
equal to, or greater than, the concentrations obtained using site specific representative

~ meteorology used in a refined or preferred model. The meteorological variable data used
in a screening model consists of wind speed, wind diréctiqn,-sgabi;rity class; mixing
height, and ambient temperature with specifically; = "

o Wind speeds that range from 1.0 meter per second (m/sec) o 20 mJsec.
o Wind direction that can be a single direction, or a raﬁge of directions.

© Six stability classes that are used in the screening modeling to simulate how much
dispersion or mixing is occurring in the atmosphere. Atmospheric stability is -
dependent upon the heating of the ground (which produces thermally induced
turbulence), wind speed and surface characteristics (which produce mechanically
induced turbulence), and the change in temperature with height. During the daytime,
the atmosphere is generally either unstable (Stability Class 1-3) or neutral (Stability
Class 4). At night, the atmosphere is generally stable (Stability Class 5 or 6) or
neutral (Stability Class 4). _ o

o Mixing heights during the unstable and neutral conditions that are calculated for each
hour while the mixing hei ght during stable conditions is not defined and is therefore

set to a large value in the model.

o A defémlt avcragé'ax_nbitsﬁt t’crriperature that is 293° Kelvin (K) (or approximately 20
degrees Celsius or 68 degrees Fahrenheit), or it can be specified. _

Using these six meteorological variables, a data set consisting of fifty-four (54)
combinations or hours was generated by Shell consistent with EPA requirements to
calculate the highest ground level concentration impact in a screening model.” These
combinations appear in the screening meteorological variable data set because they are
believed to encompass the entire range of meteorological conditions that would actually

" See ASC O_Screen and Screen 3 users guide, 1995, page 45
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occur. These are valid combinations which could appear in a site specific or
representative meteorological data set. When these combinations are used in a screening
model, EPA expects the resulting maximum concentrations to be equal to or greater than
what would be predicted if site specific or representative meteorology were used in a
refined air quality model. Therefore, EPA determined that the screemng meteorology
data was sufﬁment and produced conservative results.

For the proposed Shell drilling pro_lect. wind directions range from five degrees to 360
degrees at five degree increments. The default ambient temperature (68° F) was used

rather than a representative ambient temperature. Sections 1.0 and 1.4-in the Staff Air
Ambient Quality Impact Analysis Report (AQIA) dated February 13, 2008 prowde a

discussion of the meteorological variable data set h -

.Subcategory 9-2: Emnssnon Data used in Modelmg

COMMENT

A comment is made that although thcrc isa pertmt condmon that requu'es drill 51tes (ie.,
emissions from the Kulluk during drilling) to be separated by 1000 meters to ensure
compliance with the NAAQS, support vessels are much larger emitters that could remain -
at the one location, and in doing so cause the NAAQS to be exceeded.

EPA RESPONSE

With respect to support vessels, the oil spill response (OSR) vessels and ice- brcaLers
‘were treated as area sources for the purposes of modeling, with the OSR fleet operating in
a 1-km by 1-km square area and the ice breakers operating in a 3-km by 3-km square
area. All the support vessels were assumed to be emitting at their maximum potential to
emit for 80 days even though that emission rate would have far surpasscd the 245 ton per
year limit of the minor permit. For the purposes of modeling worse-case operation
emissions that result in maximum predicted concentration, both of these area-source grids -
were placed upwind of the Kulluk. The modeling shows that even although the support
vessels are large emitters, when compared to the Kuolluk, they actually contribute very
little to the maximum downwind ambient concentration from the project. Instead, the
majority of emissions causing the maximum ambient concentration are from the smaller
emissions sources located on the Kulluk drilling rig and from the downwash effects of its
hull. Modeling data indicates that the ice breakers and oil response vessels contnbutc
less than ten percent (10%) of the maximum NOx concentration.
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Subcategory 9-3: Model Selection

COMMENT -

A comment is made that EPA’s preferred OCD Model with site specific meteorology
should have been employed to obtain “more accurate” concentration impact predictions
in the area. Furthermore, the record docs not provide support for the exclusion of the
OCD Model. :

'EPA RESPONSE '

Paragraphs 2.2 and 2.3 in the GAQM identify and drscuss two levels ‘of models that can
be used in an ambient air quality impact analysrs The two levels are screening models
and refined models.

Screening models use smlpllﬁcd calculation methodologies and a complcte range of
hourly metcorologlcal variable data 16 estimaté 4 worst case concentration unpact froma
stationary source (see explanation in Subcategory 9-1 above). If the screening.model
does not predrct a violation of the NAAQS, further analysis is not required. However, if
a violation is predicted using a screening model; a more refined model that uses -
representauve or site spemfic meteorological variable data may be employed to obtam a
less conservative (1 e., more accurate) predlcted concentratlon unpact ' .

Shell uscd the ISC-PRlME mode! with screening meteorology from the Scrcen 3 model
(worst-case hourly meteorological variable data set) to determine the project’s
compliance with the NAAQS. The results of applying the screcmng mode] are provided
in Table 5 of the AQIA.and show that the worst-case drilling scenario, as determined by
Shell, does not violate the NAAQS. Since the total air quality concentration 1mpacts for
sulfur dioxide, nitrogen dioxide and particular matter equal or less than 10 microns
(PM;y) did not result in an exgeedance of the NAAQS EPA determined that a refined
analysis using OCD or other equivalent refined model was not required. EPA
acknowledges that ISC-Prime is not a preferred guideline model. However, EPA
approved its use in this case to account for downwash, wake cavity and arctic conditions.
(See AQIA page 2.) In this case, the use of site-specific meteorology would not be
expected to result in higher concentration impact predictions.

It should be noted that Sheli used the default temperature of 293° K which added

conservatism to its model predictions, rather than a representative temperature of 262° K.
The effects of using the 262° K with the stack parameters shown in Table 2 of the AQIA

would be:
o A greater difference between the ambient and stack gas exit temperatures.

o A higher calculated exhaust gas plume rise before reaching equilibrium with ambient
conditions. _ _

o More transport and dispersion of the gaseous and particulate air pollutants because of
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the greater plume height.
o Lower (less conservative) predicted concentration impacts.

In addition, EPA required Shell to use the upper range of the scaling factors to obtain 3-

- hour, 24-hour and annual avérage concentration impacts from a 1-hour screening model-

prediction. The table below shows the generally used average scaling factors and the
scaling factors used by Shell. '

Scaling Factors
Averaging Time | =~ Average Shell
3-Hour 0.90 1.00
24-Hour G40 - -0.60
Annual 0.08 ‘ 0.10

The ambient temperature and scaling factors are discussed in Section 1.4 and Section
LiOofthe AQIA. = . n e . '

COMMENT : A :

Reference is made to a State of Alaska letter stating that air quality model improvements
are needed to adequately address Arctic issues including boundary layer conditions,
location, health impacts, chemical transformation, and deposition. -

EPA RESPONSE

Appendix A to the GAQM contains a list of six (6) EPA preferred or refined-air quality
models that are available to address a wide variety of sources types and inodeling _
situations. Two of the most commonly used models are AERMOD and CALPUFF. On a
case-by-case basis, Alternative Models are also available for use in regulatory A
applications. There are seventeen (17) listed Alternative Models. Appendix A Models
and Alternative Models can be found on EPA’s web site. ' : :

AERMOD replaced the Industrial Source Complex 3 (ISC3) Mode! in December 2006 as
the preferred air quality model to predict concentration impacts and compliance with -
NAAQS. It is primarily used to determine nonreactive and toxic concentration impacts
(a) from point, area and volume sources, (b) in rural and urban dispersion situations, (£)
in simple and complex terrain, (d) under a building wake effect case, (e) at distances less
than 50-kilometers (km), and (f) for the 1-hour, 3-hour, 8-hour, 24-hour and annual
average periods. The model also contains algorithms to evaluate dry and wet deposition
for gases and particles. However, it does not contain any chemical mechanisms to
specifically address pollutant transformation. AERMOD has been tested in the Arctic
region using data from a tracer gas study. Details of the test can be found in the
documented entitled “AERMOD: Latest Features and Evaluation Results”, EPA-454/R-
03-003 dated June 2003. '
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CALPUFF Version 5.8 is the preferred model to predict concentration impacts at
downwind distances greater the 50-km. Version 5.8 has been designed to predict
concentration impacts from point, volume, area and line sources. It is commonly used to
determine visibility impacts and deposition at mandatory federal Class I areas.
CALPUFF contains a very simple chemistry mechanism that can be used to address
secondary formation of air pollutants. EPA is not aware of Vers10n 5.8 ever being tested

_ in the Arctic region.

In early 2006, the Mineral Management Service (MMS) completed the development ofa
new, over water air quahty model for sources proposing to locate in the outer continental
shelf (OCS) of the United States as a posmble replacement for OCD: Called CALPUFF
Version 6, this model contains, the most recent science as it applies to over water
dispersion and transport. Versmn 6 also contams many of the same features as Version
5.8 described above. ~ T i : : o

Sens1t1v:ty analyses and performance evaluations have been. performed on Version 6
using data sets off the coast of California, Gulf of Mexico and Denmark/Sweden by the
MMS. EPA is in the process of conducting its own independent performance evaluations
and sensitivity analyses to determine if Version 6 can be designated a preferred model for
use in over water air quality modeling analysis such as in the Beaufort Sea. These EPA
evaluations and tests could take at least a year to complete, and until then Version 6 is not
a preferred model. . -

Category 10: Owner Requested Limit (ORL)
Subcategory 10-1: ORL General

'COMMENT | )
The way the emissions are inventoried at this time there leaves little room for error if the
wells take longer to drill due to unpredicted circumstances.”

EPA RESPONSE

The Kulluk permit limits NOx emissions from each Exploratory Operation to less than
245 tons over each rolling 52-week period 50 as to make PSD review unnecessary. See
Permit Condition 8. To remain in compliance with this limit, we recognize that it may
become necessary for Shell to vacate a well prior to achieving all of its information
gathering objectwes Shell may chose to revisit the well at a later date, however, given
the nature of the rollmg 52-week NOx emissions limit. Permit Condition 8 requires Shell
to monitor and record these NOx emissions on a regular and frequent basis. Thus, Sheil
will possess the knowledge to adjust its activities to remam in compliance with the
emissions limit,
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Subcategory 10-2: Completeness of Emissions Inventory

COMMENT

If the permii is to remain a minor source permit, the emissions associated with a relief
well should be considered.

EPA RESPONSE

Pursuant to the OCS definition, source activities include, but are not limited to, drilling

an exploration well and its associated relief well. Pursuant to 18 AAC 50.542(H(8)(A), _
EPA will approve an ORL if the stationary source is capable of complying with the limit.
As EPA stated in its June 12, 2007 Response to Comments, “Under the operating

-circumstances and ice conditions anticipated by Shell and presented in the application,

Shell is capable of complying with the 245 tpy emissions cap. EPA has no information

: suggesttng that Shel. s predtctxons are unreasonable ?

The i 1ssue that the NSB NOWw raises for the first nme was readlly ascertamable at the time
of the original permit issuance. Although changes to the petmit now clarify that an
exploration well and its associated relief well are one source, the possibility of needing a
relief well existed in the original permit. The requirement that Shell demonstrate its
ability to comply with 245 ton-per-year NOx emissions limit at each planned well site has
not changed. As the issue is unrelated to the stationary source determination, revised
modeling analysis or modified portions of the permit, it is beyond the scope of the

“remand and need not be addressed. Nevertheless, EPA offers the followmg response

Shell has subrmtted to EPA mformatmn o support its ORL request pursuant to 18 AAC

50.225(b)(2) - (7). Among the information submitted to EPA, Shell provided (a) a
reasonable projection of actual emissions, and (b) a statement that the owner or operator
of the stationary source will be able to comply with the limit®. To track compliance with
the limit, the permit contains numerous emissions rnomtonng requirements. Given this
set of facts, EPA has determined that it is appropriate to issue a minor permit establishing
the ORL pursuant to 18 AAC 18.50.542()(8).

' EPA may approve an ORL if it finds that “the stationztry source is capable of complying

with the limit” pursuant to 18 AAC 50. 542(f)(8)(A) Dirilling a Relief Well is only
necessary under infrequent and unusual conditions.” Shell indicates, “[T]he probability
that the Kulluk might need to dnll a relief well for any given Planned Well is

¥ June 5, 2007 email from Susan Childs (Shell) to Dan Meyer (EPA)

? According to a November 6, 1998 report for BP entitled, “Blowout and Spill Probablhty Assessment for
the Northstar and Liberty Oil Development Projects in the Alaskan North Slope),” United States OCS
exploratory wells drilled between 1971 and 1990 experienced blowouts at a rate of 6 for every 1,000 wells
drilled. See Table B.1 of the report.
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approximately I in 5,960.”'° Indeed, Shell may never drill a Relief Well during
exploratory drilling in the Beaufort Sea. Although emissions resulting from drilling a
Relief Well shall still be considered a part of the stationary source, given the infrequent
need for relief wells, EPA has determined that Shell is not required to submit further
information related to relief well emissions prior to issuance of the minor source permit.
The ORL request submission requirements of 18 AAC 50.225(b)(2) through (7) have
already been satisfied. .

- COMMENT -

The NSB cornments that air pollution associated with dnllmg a rehef well and
replacement weil have not bcen computed . _ , .

EPARESPONSE ¢ oo .

Shell specifically requested that the penmt hmlt its NOx emissions to less than 245 tons
pet year making PSD review unnecessary. In particular, Shell has provided a list of all

~ emission units at the statmnary source pursuant to 18 AAC 50.225(b)(2). Given that the
-same drilling rig, the Kulluk, would be responsmle for dritling the planned wells, the
- relief wells, and the replacement wells, there is no need to require a more expanswe list.
. The list of emission:units and the emission mventory is cnmplete ‘ :

Wllh respect to Shell’s calculat;on of each Exploratory Opetation’s potentlal to emi,
Shell has requested that EPA limit its emissions to less than the PSD' major souirce -
threshold level. The permit requires Shell to limit emissions from each Exploratory
Operation to less 245 tons per year, including emissions from relief wells and
replacement wells. EPA has determined that Shell’s calculation of its potential to emit is
satisfactory. As the EAB stated in its September 14, 2008 order,

In this case; the Permits [Kulluk and Frontier Discoverer
permits] include an ORL limiting the sources’ NOx
emissions 1o 245 tpy, below the major source threshold of
250 tpy. Shell’s PTE calculation properly took this
limitation into consideration. While NSB may have
preferred that the Region require a calculation of Shell’s
maximum capacity to emit NOy absent federally
enforceable limitations, neither the Act nor the applicable
regulatory provisions require such a calculation. Rather,
Shell was required to calculate the sources’ maximum
capacity to emit a pollutant taking into consideration
“falny {federally enforceable] physical or operational
limitation on the capacity of the source to emit a

'“May 6, 2008 Memorandum from Paul Smith (Shell) to Susan Childs (Shell) entitled, “Kulluk OCS Air
Perm.lts Questmns "
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pollutant.” 40 C.F.R. §52.21(4). This is precisely what
occurred in this case. '

EPA has determined that because retief well emissions would be generated by the same
equipment already included in the inventory and is subject to the monitoring,
recordkeeping and reporting requirements, as well as the 245 ton per year NOX emission
limit, the application is complete, and no further emissions calculations are required.
Emissions generated during relief well drilling will be evaluated in accordance with

' EPA’s excess emissions policy’. o ' '

COMMENT '

NAEC comments that EPA should evaluate emissions that may be produced during
critical curtailment when the Kulluk may need to suspend drilling and/or move off the
site due to ice, wind, or other conditions which exceed operating limitations of the
drilling technology. - .~ -~ - . oo

" EPA RESPONSE

Given the equipment and general location (Beaufort Sea) Shell has chosen, EPA is aware
that drilling may be suspended due to weather or ice conditions.'?> During such periods of
time, the Kulluk may spend a number of days away from the Drill Site. These time
periods are referred to as “critical curtailment periods.” ‘Emissions generated by the
Kulluk and its support vessels occurring within 25 miles of a Drill Site are counted as
Exploratory Operation emissions. See 42 U.S.C. §7627(a)(4)(C) (stating that the direct
emissions of an OCS source shall include those from support vessels within 25 miles of
the source). This includes emissions generated during a critical curtailment so long as the
- particular vessel remains within 25 miles of the Driil Site. The permit requires Shell to
monitor and count these emissions in assessing compliance with the 245 ton-per-year
NOx emission limit. o =

With respect to Sheil’s calculation of each Exploratory Operation’s potential to emit,
Shell has requested EPA to limit its emissions to less than the PSD major source.
threshold level. The permit requires Shell to limit emissions from each Exploratory
Operation to less 245 tons per year, including emissions during critical curtailment.
Shell’s calculation of its potential to emit is satisfactory.

" See e.g., September 28, 1982 Policy on Excess Emissions During Startup, Shutdown, Maintenance, and
Malfunctions;, January 28, 1993 Automatic or Blanket Exemptions During Startup and Shutdown Under
PSD; September 20, 1999 State Implementation Plans: Policy Regarding Excess Emissions During
Malfunctions, Startup, and Shutdown, and November 17, 1998 Guidance on the Appropriate Injunctive
Relief for Violations of Major New Source Review Requirements.

“JTames B. Regg, R. Yilmaz Kuranel, Jolin Breitmeier, Rodney Smith, and Jeff Walker (MMS). Operating
Requirements for and Historical Operations of Arctic Offshore Drilling Systems in the United States.
Hydrotechnical Construction. Vol. 28. No:3. 1994.
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The application is complete, and no further emissions calculations are required.

COMMENT

NSB submitted a comment statlng that Condition 8.1 of the proposed permlt should be
amended. EPA did not include 100% of the air pollution emitted during transit to and
from a drill site in the emission calcuiation for PSD applicability purposes in violation of
40 CFR § 55.2. More specifically, NSB contends that proposed Condition 8.1 includes
only half of the transit emissions and that each stationary source should be burdened with
the full impact of the transit emissions generated within a 25-mile radius.

EPA RESPONSE
Condmon 8.1states, . - . ; .

%en the Kulluk and its supporr vessels are in. transzt toor .. -
from a Drill Site associated with another Exploratory . g
Operation less than 25 miles away, attribute the emissions

as fo!lows Lo e e B

S R Half of the transit emissions shall be attributedto .
one af the two Exploratmy Operatzans ami -

‘ b, The oIher half of the transit emissions sha!l be.
' armbuted to the other Exploratory Operanan. o

Condition 8.1 of the perrmt assures that there will be -'nod'ouble—counting of vessel
emissions generated while in transit from one Drill Site to another. In assessing
compliance with the 245 ton per year NOy emissions limit, half of a vessel’s transit
emissions are attributed to the Exploratory Operation just having been completed while
the other half is attributed to the Exploratory Operation just beginning. This is consistent
with 40 C.F.R. Part 55 as evidenced by EPA statements within the preamble to the final
OCS Air Regulatmns rulemakmg 57 Fed. Reg. 40791 (September4 1992)

All vessel emissions related to OCS activity will be accounted for
by including vessel emissions in the “potential to emit” of an
OCS source. Emissions from vessels that service more than oné
OCS facility will be allocated among all OCS facilities that the
vessel services, to ensure that there is no doub!e -counting of

emissions.
57 Fed. Reg. at 40794

Thus, Condition 8.1 of the permit is consistent with the underlying OCS regulations.
EPA is not amending the permit condition as requested.
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COMMENT

Two commenters contend that emissions from flaring or venting formation gas were not
included in the application. Shell’s application states it does not intend to flare but this is
inconsistent with other applications where use of a flare is included to combust gas
produced during drilling and testing operations. Shell needs to explain how it plans to
safely handle gas produced during drilling and testing if it does not intend to flare it.

EPA should request information from Shell about the presence of a flare on the Kulluk
and how formation gas would be handied. If formation gas is to be handled in some other
way, then EPA should add a permit condition preventing flare use.

On May 6, 2008, Shell responded to the aforementioned cqmmcnté by_stati'Qg,_

As stated in the application, Shell does not plan to flare any
' gas. Gaseous hydrocarbons under pressire may be
- dissoled in the drilling mud that is piped to the Surface
during the drilling process. These gaseous hydrocarbons .
- .may be released when the drilling mud is vented to
- atmospheric pressure. The majority of any potential
gaseous hydrocarbons are methane and ethane, both of
which are excluded from regulation as volatile organic
compounds and are otherwise not subject to emissions =~
limitations. See 18 AAC 50.990(121) and 40 CFR
51.100(s)(1). Any potential release of these gaseous
hydrocarbors would be very small, intermittent, fugitive,
and unquantifiable and, as such, would not need 1o be '
permitted under 18 AAC 50.502 (minor permits for air
quality protection).

EPA RESPONSE

With regard to emissions from venting and flaring, neither Shell’s application, the -
potential to emit calculation, the modeling analysis nor the proposed permit’s approach
has changed since the 2007 permit. A concern regarding venting and flaring was raised
previously by ADEC during the public comment period for the 2007 Kulluk permit. In
response, EPA stated,

A May 24, 2007 e-mail from Shell states, “There will be no
oil or gas flares or crude oil vents, and none are listed in
the draft permits.” Thus there are no emissions sources
that vent directly to the atmosphere that need to be in the
emission inventory. : '
(2007 Response to Comments p. 41)

In response to the comments however EPA re-evaluated Shell's application and the
information in the record regarding venting and flaring.
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Flaring Formation Gas

Shell has not réquested authorization from either EPA or MMS to flare any gas, and
EPA’s permit does not authorize Shell to employ a flare. Note the absence of a flare in
Table 1 of the permit, and Shell’s potential to emit calculation assumes no emissions
from gas flaring. Shell intends to fulfill its information gathering objectives by carrying
out wireline logging and core sampling, and not well testing."> During drillstem testing
for instance, formation fluids flow into and up the drillstem. If gas is present, it will flow
up the drillstem and onto the surface where it is measured and flared (burned).'* By
 refraining from such testing, Shell avoids generating gas that may be required to be
flared. L : : o -

Diverting Shallow Gas =~ |

Shell cannot, however, refrain from venting shallow gas to atmosphere when
encountering such gas during the course of drilling awell.'” Shallow gas refers to
gaseous hydrocarbons encountered at shallow. depths below. the seabed prior to casing
being run and blowout preventer being installed. Preventing the gas from escapin g the
well under these circamstances may result in an underground blowout given the uncertain
strength of shiallow structures to hold the gas. . Thus, the shallow gas must be allowed to
escape to maintain safe operations. . Kulluk’s diverter system is designed to route the gas
away from the rig as a critical and necessary safety measure. :

Although these events may be rare, such activity would be a part-of the stationary source.
The constituents and quanﬁiy of the shallow gas stream is unknown, however, the record
suggests that the VOC emissions would not likely approach the major source threshold
level. See June 12, 2008 EPA Memorandum entitled, “Volatile Organic Compound
Emissions Associated with Shallow Gas Diversions and Drilling Mud Returns — Kulluk
Drilling Rig.” o IR - '

Drilling Mud System , ' |
Although EPA cannot predict with certainty the extent of VOC emissions that would be

- associated with a Beaufort Sea drilling mud system, the record suggests that the
emissions would not approach the major source threshold level. The record suggests that
VOC emissions would likely be on the order of a few pounds a day. See June 12, 2008
EPA Memorandum entitled, “Volatile Organic Compound Emissions Associated with
Shallow Gas Diversions and Drilling Mud Returns — Kulluk Drilling Rig.™

** See “Drilling Process” in Shell’s July 20, 2007 Application for Permit to Drill submitted to MMS.

* Nontechnical Guide to Petroleum Geology, Exploration, Drilling, and Production, 2™ Edition, Norman J.
Hyne, Ph.D. PennWell Corporation. 2001. P. 330.

** MMS requires the following of OCS drilling operations, “You must install a diverter system befere you
drill a conductor or surface hole... You must design, install, use, maintain, and test the diverter system to
ensure proper diversion of gases, water, drilling fluid, and other materials away from facilities and
personnel.” 30 CFR 250.430, '
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Changes to Permit

The permit authorizes Shell to mobilize, operate, and demobilize the Kulluk at certain
Drill Sites. Consistent with Condition 4 of the permit, “The emissions units listed in
Table 1 are collectively referred to as the Kulluk.” Table 1 of the proposed permit failed
to identify either the Kulluk’s Drilling Mud System or its Shallow Gas Diverter System.
To rectify this omission, Table 1 of the permit is amended as follows (added text
underlined):

Tablc 1 — Kulluk Emission Units

- | mit> =:':”-§;9i—oup ‘| UnitDescriptien | MakeModel | Rating
ks M| DrillingMud Systems -] .
= L | : System

In order for EPA to better understand the potential for VOC emissions resulting from
shallow gas diversions, EPA is requiring Shell to record the frequency and duration of
such events. Condition 27 of the permit is created as follows (added text underlined):

27. Shallow Gas Diversions

27.1 _ The permitiee shall record the frequency and duration of each

shallow gas diversion.

27.2__The permittee shall report the frequency and duration of each

shallow gas diversion no later than Febrary 1st for the time period
beginning January 1st and ending December 31st of the preceding vear.

Subcategory 10-3: Stack Testing and Use of AP-42 Emission Factors

COMMENT

The NSB comments that in 2007, Shell conducted stack testing to determine NOx
emission rates for thirteen engines on the Kultuk, Vladimir Ignatjuk, and Tor Viking II.
The 2007 permit required that these engines be tested to improve the NOy emission
factors. While Shell has obtained test data to more accurately estimate NOx emissions, it
did not use this data in its revised 2008 application, specifically in support of its NOy
ORL. NSB requests EPA obtain the 2007 NOx stack test results from Shell, and require
Shell to revise the permit application as related to the NOx ORL to reflect this source-
specific test data. EPA and ADEC have always required an operator to use the best

Page 50 of 85




Permit No. RI0OCS-AK-07-01 (Revised) June 18, 2008

emission data available 1o ensure permit accuracy, The revised permit, based on this
Mmore accurate test data, should be provided for public review and comment,

EPA RESPONSE

As discussed in Category 11, and contrary to the comment, Shell indicates that stack test
data is not available in their May 6, 2008 letter to EPA. ' '

COMMENT

EPA’s use of AP-42 NOy emission estimates for these thirteen engines on the Kuljuk,
Vladimir Ignatjuk, and Tor Viking II when source-specific test data is available would

contradict EPA policy on AP-42 factors. EPA’s- AP-42 document states,

Use bf [AP-42] ch;ors_assource‘-’spebtﬁc‘ permit limits and/or as

- emission regulation compliance determinations is not
recommended by EPA...[A] permit limit using an AP42
emission factor would result in half of the sources being in
noncompliance... Source-specific tests or-continuous emission
monitors can determine the.actual pollutant contribution from an
existing source better than can emission factors...when such
information is not available, use of emissions factors may be
necessary as a last resort, -

Given the availability of stack testing data, EPA should not allow the permit to be based
on AP42 factors. -~ - - L o

EPA RESPONSE B TR T
As discussed in Categ_oryfl‘ll, and contrary to the comment, Shell indicates that stack test
data is not available in their May 6, 2008 letter to EPA. :

Although emission factors appear in Table 4 of the proposed permit for these thirteen
engines, only the Vladimir Ignatjuk emission factors were derived from AP-42. (The
emission factors for the Kulluk and Tor Viking IT engines to be tested are based upon
data provided by the vendor of the equipment.) | | '

After consideration of the comment and other available information, EPA decided to re-

.evaluate the factors for the Vladimir Ignatjuk emission units VE1, VI-2, VI-3, V14, VI-

5, and VI-6. Based upon that re-evaluation, EPA is amending Table 4 of the permit so as
to reflect a more conservative emnission factor that is just less than two times greater than

- those used in the 2007 permit for the six Vladimir Ignatjuk engines.
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EPA arrived at the new emission factor after reviewing (a) the document upon which the
AP-42 factor was based'®, and (b) documents appearing in Section I of the original
administrative record for the 2007 permit. After comparing this new emission factor with
emissions from other vessels of varying ages and conditions, EPA is confident that use of
the revised emission factors (based upon an emission rate of 18.8 grams NOx per hp-hr)
will provide an emissions estimate that is greater than the Valdimir Ignatjuk engines’
actual emissions, "’ -

Table 4 of the permit is amended as follows (added text underlined; deleted text in
strikethrough): ' B ' '

Table 4 — Kulluk Initial Source Group Emission Factors = . '

Kulluk electrical generator 0.293 :

engines ' , e

Vladimir Ignatjuk main B1 0455 8-0340

ropulsion engines =~ ' 0.811 0.056

Vladimir Ignatjuk main B2 | 8485 .. 80340 -

generator engines S R 0811 ___0.056

Tor Viking II main propulsion’ Cl 0.111/0.389° | 0.00828/0.0290°
{engines / generators | '

COMMENT

The 2008 permit is based on the assumption that Shell can operate below 250 tons per
year of NOx. Shell proposes to emit 245 tons of NOx at each drill site, based on NOy
emissions calculated using inaccurate AP-42 emission factors, The NOx limit of 245

~ tons per year equates to only a 2% margin of error. AP-42 emission factors are not
accurate within 2%; therefore, EPA has not demonstrated that the proposed permit ¢an-
achieve compliance with a NOx emission cap of 250 tons. ‘ SRR

EPA’s own literature warns air quality engineers about the limitations of AP-42 data:

[S]ome emission factors are derived from tests that may vary by
an order of magnitude or more. Even when the major process
variables are accounted for, the emission factors developed may
be the result of averaging source tests that differ by factors of
Jive or more.

'° Standards Support and Environmental Impact Statement Volume I: Proposed Standards of Performance

for Stationary Internal Combustion Engines, EPA, July 1979. EPA-450/2-78-125a.

'7 June 12, 2008 Region 10 memorandum entitled, “NOy Emission Factor for Vladimir Ignatjuk Propulsion
Engines and Electric Generator Engines™
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Before simply applying AP-42 emission Jactors to predict
emissions from new or proposed sources, or to make other
Source-specific emission assessments, the use should review the
latest literature and technology to be aware of circumstances
that might cause such source to exhibit emission characteristics

different from those of other, typical existing sources.

EPA RESPONSE

As noted above, the érﬁission factors for the e'ngines. on the Kulluk and Tor Viking Il to
be tested are not based upon AP-42 estimates, but rather emissions data provided by the

-equipment vendor. Pursuant to Condition 9.2.a of the permit, stack tests will be

conducted on these engines within 24’ days of initial operation at the first Drill Site. The

* emissions factors in the proposed permit for the engines on the Viadimir Ignatjuk to be

tested were based upon AP-42 emission factors, and as explained-above, EPA has
decided to amend, and nearly double, these emission factors in the permit. See Table 4
discussed above. g . e e

Category 11: Changes to Emission Inventory
COMMENT o -
Excluding one of the two Thrustmaster Caterpillar engines from the modeling analysis
may ignore emissions during important kinds of operations, especially since the Kulluk
has not been operated for drilling since these engines were installed.

EPA RESPONSE

Pursuant to Condition 1 9.1, Shell “shall not operate Units'K-l_I and K-12 [Thrustmaster
engines) simultaneously while the Kulluk is occupying a Drill Site.” Because the
requirement to demonstrate compliance with the NAAQS only applies for those
occasions while the Kulluk is an OCS source, and because the permit prohibits Shell

- from operating the Thrustmaster concurrently during such time periods, Shell has

satisfied the requirement of 18 AAC 50.540(c)(2). Shell is not required to demonstrate
compliance with the NAAQS while the Kulluk is a mobile source and capable of
operating both Thrustmaster engines concurrently. '

As Shell’s January 8, 2008 submittal states:

One of the two Thrustmasters (K-11) will perform a dual
Junction of propulsion while a mobile source, and hydraulic
- powering of the air compressors while a Stationary source,
during drilling (an ORL). Both Thrustmasters will be capable of
this dual function, but the hydraulics can be connected to only
one Thrustmaster at any one time. So, the emissions of only one
Thrustmaster are modeled. p. 3
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| Pursuant to 18 AAC 50.540(c)(2), Shell's application was required to have included a

“demonstration the proposed potential emissions from the stationary source will not
interfere with the attainment or maintenance of the ambient air quality standards...” The -
Kulluk is an OCS source only when it becomes “permanently or temporarily attached to
the seabed and erected thereon and used for the purpose of exploring, developing or
producing resources therefrom.” In this case, the Kulluk is “permanently or temporarily
attached to the seabed” while the Kulluk is attached to at least one anchor that is also
attached to the seabed. See Permit Condition 1.4

It is during this period of time when the Kulluk i ts an OCS source that 1t “will be subject

to regulation as a stationary source. . 18 Thus, the requirement to demonstrate -
compliance with the NAAQS applles while the Kulluk is occupymg a Drill Slte

COMMENT |

The NSB commen’s that most of the equtpment covered by this perrmt is old. Age,

maintenance, repair and operating history influence engines actual emissions. Stack
testing is available for'the older units, and the stack test data should be tsed in the
modeling analysis.

EPA RESPONSE

Contrary to the comment, Shell indicates that stack test data is not avmlable As Shell
stated in its May 6, 2008 letter to EPA

Shell conducted prehmmary stack testing of a number of sources
on the Kulluk and its support fleet in Summer 2007, but did not
complete the testing or validate the results because the EAB
. remanded the Kulluk (and Frontier Discoverer) permit to Region
10, the results of which could change the permit and stack testing
requirements. Shell May 6, 2008 letter to EPA, Air Sc1ences
Technical Memorandum, p. 1 _ :

Shell asserts that the 2007 stack test information is preliminary and unvalidated and has
not been submitted to EPA. Further, the permit requires Shell to monitor and record its
NOx emissions to track compliance with the NOx emission limit. Permit Condition 9.2
requires Shell to conduct stack testing within 24 days of initial operation at the Kulluk's
first Drill Site, and the permit requires that this data be used to.determine comphance

~with the NOx emissions limit. The stack test data then may be used to revise the

emission factors as appropriate. Table 4 of the permit lists the class of engines Shell is
required to stack test along with initial emission factors.

Shell is required to conduct stack testing on:

e EPA OCS Air Regulations, 44 Fed. Reg. 63777 (December 5, 1991)
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* At least one of the three electrical generator engines on the Kulluk; K-1, K-2 or K-3,
* At least one of the four main propulsion engines on the Vladimir Ignatjuk; VI-1, VI-2,
VI-3 and VI-4, _ .

- ® At least one of two main generator engines on the Vladimir Ignatjuk; VI-5 and VI-6,
and ' '

* At leastone of the four main propulsion/generator engines on the Tor Viking IT; TV-1,
TV-2,TV-3, and TV-4. (If just one unit is tested, TV-1 or TV-2 shall be selected.)

In all, EPA is requiring that stack testing be performed to determine new emission factors
for thirteen engines. These thirteen engines are expected to account for apProximathy
95% of emissions generated during the-course of an exploratory operation. 9‘

Shell is required to submit the stack test data to EPA within 30 days of completing the
 testing. See Permit Condition 9.2.,b. Upon receipt of the data, EPA staff can analyze the

data and remodel emissions for the classes of engines for which stack testing was '
conducted in order to venf2y that the permit restrains Sheil’s operations:so as to remain
protective of the NAAQS.”. Jf new results show otherwise, EPA may reopen the pérmit
for material cause and revise the permit conditions as. appropriate.- .

COMMENT . : S
Shell’s NO; NAAQS analysis is invalid given the use of NOx AP-42 emission factors to
estimate emissions for certain engines on the Kulluk, Vladimir Ignatjuk, and Tor Viking
IT that the permit requires Shell to stack test. Historically EPA and ADEC have always
required an operator to use the best emission data available to ensure permit accuracy.
Use of AP-42 emission estimates when source-specific data is available contradicts EPA
policy on AP-42 factors saying among other things that emission factors may be
necessary as a last resort. L '

EPA RESPONSE

As explained in the response to the previous comment, Shell has not submitted to EPA
stack test results for testing conducted in 2007,

EPA acknowledges that there is a certain lével of uncertainty associated with the use of
AP-42 emissions factors used at the time of pefmit issuance to estimate emissions. This
is often true of any permit, however, because permits are typically issued before a source
begins operations. Until initial operation is achieved, the source cannot provide source-
specific information. Still, EPA has elected to address the commenter’s concern by
reanalyzing the AP-42 emission factor employed to estimate the Vladimir Ignatjuk’s NOx

** EPA March 30, 2007 Statement of Basis, page 13.

» Assuming the data supports EPA approval of a new emission factor, the data will also be utilized to
determine compliance with the 245 ton-per-year NOx emission limit. See Permit Condition 9.1b (ii).
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emissions. In the interest of erring on the side of conservatism (overestimating
emissions), EPA has decided to revise our estimate of the maximum NOQy emission rates
generated by the Vladimir Ignatjuk main propulsion engines and main generator
engines.?’ The new emission rates are based upon the results of a search for the “worst-
case” emission factor ever published in a technical document for remotely similar
engines.””> Because the original (unrevised) AP-42 emission rates were employed in the
NO; ambient impact analysis, EPA has performed additional inodeling analysis®®

Re-evaluation of the impacts resulting from six large engines on the Vladimir Ignatjuk
using the highest observed emission rates resuits in a conservative emission estimate and
a conservative impact analysis. The revised emission factor EPA utilized was not an
average emission factor but rather a “worst-case” emission factor. Utilizing this
conservative emission factor for the six engines on the Vladimir Ignatjuk to be tested, the
project’s impact at the previously identified point of maximum impact increased from
83.6 pg/m’ to 87.6 ug/m’, and the corresponding cumulative impact increased from 86.6
ug/m’ to 90.5 ng/m’ taking into consideration existing air quality. The result is that even

assuming higher emission factors for these engines, the NO, NAAQS remains protected
by a margin of 9 percent. Accordingly, the permit terms have not changed.

COMMENT _ )

The modeling results indicate a 13% compliance margin. Given this margin for-
compliance and the uncertainty associated with the use of AP-42 emission factors for
certain engines on the Kulluk, Vladimir Ignatjuk, and Tor Viking II that the permit
requires to be stack tested, Shell has failed to demonstrate that the NO, NAAQS will
remain protected. Shell should.be required to revise its modeling analysis to incorporate
2007 source specific stack test results, and EPA should provide the public an opportunity
to review the review modeling analysis before making a final decisionmaking.

EPA RESPONSE

See response to comments above. The NO; NAAQS still remains protected by a margin
of 9 percent assuming “worst-case” emissions from the Vladimir Ignatjuk.

2l EPA has increased the corresponding initial source group emission factors listed in Table 4 of the permit.
See Permit Condition 9.1b.(i). However, each Exploratory Operation’s potential to emit N3y, has not
increased given that the 245 ton-per-year NOx emission limit remains unchanged. See Permit Condition 8.
“June 12, 2008 Region 10 memorandum entitled, “NOx Emission Factor for Vladimir Ignatjuk Propulsion
Engines and Electric Generator Engines”

23Maly 9 and May 12, 2008 EPA emails; Re: Request to determine impact of increasing emissions of the
Vladimir Ignatjuk icebreaker. '
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Category 12: National Ambient Air Quality Standards and
Cumulative Effects

COMMENT

A number of comments were made that EPA did not consider cumu!ative effects and
their health impacts on humans and on wildlife.

EPA RESPONSE

‘Because of the consérvative approach used to estimate the rrnpact of the Shell exploratory
operation, the analysis submitted by Shell only determined the cumulative impacts at the
point of highest concentrations These highest concentrations were predicted to occur

‘over water fiear the hull of the Kulluk drill ship, The Shell analysis did not estimate the
cumiulative impacts onshore; nor did it need to under the. OCS permitting rules, since the
analysis demonstrated that the hrghest concentration that would be. expected to occur

' anywhere would comply w1th the NAAQS o . :

Since the Shell analys;s did fiot evaluate the onshore 1mpacts of the Shell exploratory

- operations, EPA undertook its own analysis. Tables 5, 6 and 7 of the AQIA show the
results of this analysis. The tables show the predicted impact of the Shell exploratory
operations onshore as well as the total cumulative impact based on representative onshore
monitored ambient air quality levels. As shown in the tables, the predlcted cumulative
impacts of the Shell exploratory activities and current onshore sources are well below the
NAAQS and are therefore protective of human health and wildlife.

COMMENT

Some commented that communities are bein g affected by the cumulauve 1mpacts of oil
and gas industries that are nearby, or that will hkely be developed.

EPA RESPONSE

Air permit applications are processed on a first-come first-served basis. Shell's

application has been received, and EPA is acting upon it. Future applicants intending to

conduct air pollutant emitting activities in the area (onshore and offshore) must consider

impacts authorized by the Kulluk permit when developing their applications pursuant to

the GAQM. The Kulluk permit is effective throughout the Beaufort Sea OCS, and some
- lease blocks are as close as 3 miles from shore.,

COMMENT

Two commenters pomted out that there is a global accumulation effect in the region
referred to as “arctic haze” and that this phenomenon needs to be considered in EPA’s
-impact analysis.

EPA RESPONSE
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While the term Arctic Haze is not used specifically in regulation, it is understood that
Arctic Haze is comprised of fine particulate, and possibly gasses such as NO, and SO»,
which are regulated and are the subject of this permitting action. Therefore, contributions
from Arctic Haze are included in the estimates of background concentrations in this
Aanalysis, which were based on Badami and Nuigsut air quality measurements. Through
this analysis a demonstration has been made that emissions from the project combined
with existing background concentrations, including Arctic Haze, will not contribute to a
NAAQS violation, and ambient air quality standards wili remain protecied so long as
Shell complies with the resultant permit. ' o

COMMENT

A comment is made that EPA has not rectified the data gaps found by the National
Research Council including air quality trends, identification of local emission sources,
contribution of long range transported emissions, and the interaction of local and
transported emissions, : w

EPA RESPONSE . oo , ,
Air quality trends, analyzing and completing other agency air (juality_studies, énd the
interaction of local emissions and transported emissions for a specific area or region are
special studies and are not required under the 18 AAC 50.540(c)(2). '

COMMENT o | o o
A comment is made that EPA continues to use out-dated and inadequate baseline data,
and old wind roses. e -

" EPA RESPONSE

For the Shell air quality impact analysis, EPA approved the use of background air quality

data measured at Badami to demonstrate compliance with the NAAQS. The approval

- was based on the data meeting EPA’s representativeness criteria and was discussed in
Section 1.9 of the AQIA. : ' '

EPA did not rely on any wind roses dbring its review of Shell’s Mbdiﬁed Impacts
Analysis Report (MIAR) or during the preparation of the AQIA. .

Category 13: Definition of a Separate Stationary Source
Subcategory 13-1: General | | o

COMMENT

Commenters disagree with our conclusion that each plantied well site constitutes a
separate source. '
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EPA RESPONSE

We believe that our existing record fully supports our determination that each planned
well site constitutes a separate stationary source for purposes of determining New Source
Review applicability. In the Supplemental Statement of Basis that accompanied the
proposed permit, we examined the specific facts of this case in light of the Clean Air Act,
applicable regulations and relevant agency guidance regarding source determination to
conclude that each drill site represented an Exploratory Operation that was operationally
independent from other sites and that the various sites were “not close enough in
proximity to one another to be considered adjacent.” SSOB at 16. As we explain below,
we do not believe that the additional information and perspectives submitted by
Commenters necessitates a change in this determination.

Subcategary 13-2: Proximity
COMMENT _ . _
NAEC claim that our conclusion that planned well sites are not proximate is patently
arbitrary because we rely on an unexplained 1000 meter separation distance and NSB
- suggests instead that closely situated wells should be considered “proximate” and-
regulated as a single source. The NSB claims that EPA may not rely-on compliance with
the NAAQS as a basis for determining that planned well sites 1000 meters apart are not
proximate. Commenters also raise concerns that our rationale that each site is located to
collect a distinct piece of information does not ensure that drill sites will be separated by
any distance at all. Commenters assert that the Jan 12, 2007 Oil and Gas Memorandum
from EPA Acting Assistant:Administrator William Wehrum (Wehrum Oil and Gas
Memo) is inapplicable to this situation because it addresses aggregation of wells with
downstream processing plant, and that any reliance on a % mile distance used by some
States would be inconsistent with our past policy memos that require decisions to be
made on a case-by-case basis. Commenters note that Shell intends to drill wells within .8
- to 3.3 miles apart which is within the range we have found emissions producing
activities to be part of a single stationary source in other source determinations.

EPA RESPONSE

The permit prohibits drilling activities within 1000 meters of another Drill Site due to air
quality concerns. Accordingly, EPA used this distance as the starting point to determine
if exploratory drilling sites beyond 1000 meters should be aggregated. In making its
determination, EPA evaluated proximity as “the most informative factor” consistent with
the Wehrum Ojl and Gas Memorandum. As stated in the Wehrum Oil and Gas
Memorandum, EPA does not believe that it is reasonable to aggregate geographically
dispersed activities because doing so defies the concept of contiguous and adjacent.
Several factors unique to this situation that defy the concept of contiguous and adjacent
are: (1) Shell does not control the open waters between the exploratory drilling sites; (2)
there are no physical connections that bridge the gap in distance between the exploratory
drilling sites; and (3) Shell chooses the site locations such that the distance is far enough
apart to have distinct information gathering value.
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Commenters incorrectly assert that Shell’s selection of the drill sites in order to gather
distinct information does not ensure any separation of sites. However, EPA considered
Shell’s overall drilling plan in the context of selecting a drilling site and found that
“Planned Wells must be located sufficiently far apart so as to collect different pieces of
discrete information about the prospect.” SSOB at 12. The very nature of this
underlying information gathering leads to a reasonable determination that each
Exploratory Operation, i.e., drill site, is a separate source. This determination is even
more reasonable in light of the fact that the permit already ensures that there will be at
least 1000 meters of separation between the exploratory drilling sites. See Permit
Condition 16. . While some of EPA’s prior source determinations may have found that
sources separated by distances of more than 1000 meters should be aggregated, as -
discussed more fully in the SSOB (see pages 12-16) and Responze 13-3 below, those
prior determinations considered interdependence rather than proximity to be the'key
factor in making the source determination, so the exact distances separating the _
interdependent sources were not necessarily relevant to the source aggregation decision.
Moreover, those determinations involved neither the unique circumstances found in the
oil and gas industries nor the specific circumstances encountered by this OCS permitting.

As stated before, EPA relied on the Wehrum Oil and Gas: Memorandum in determining

- that proximity was the key factor in making this source determination EPA issued this
Memorandum to assist permitting authorities in making stationary source determinations
 for the oil and gas industry, which includes operations on the Outer Continental Shelf, in
part to be consistent with the Congressional recognition in other CAA programs that the
oil and gas industry has unique geographic attributes that should be considered when
determining what qualifies as a major source.- Specifically, Section 112(n)(4) of the air
toxics program stated that oil and gas exploration or production wells “shall not be
aggregated for any purpose” under the program, including source determinations and
permitting. The Wehrum Oil and Gas Memorandum suggests that permitting agencies
begin a source determination analysis by looking at a single “surface site” as defined in
CAA Section 112. In the gnidance, EPA stated that permitting authorities should
aggregate two or more sites only if the sites are under common control and are located in
close proximity to each other. '

Moreover, the Wehrum Oil and Gas Memorandum provides that it is not reasonable to
aggregate well site activities, and other production field activities that occur over large
geographic distances, with the down stream processing plant into a single stationary
source. The Commenters use this statement as the basis for claiming that the Wehrum
Oil and Gas Memorandum is inapplicable. While there are not processing plants
involved in this permitting action, the Memorandum stil] provides EPA guidance for
aggregation for “oil and gas operations on land, in state waters, and on the federal Quter
Continental Shelf (OCS),” and it instructed that aggregation decisions should be based on
“a case-by-case [analysis] considering the factors relevant to the specific circumstances.”
Wehrum Oil and Gas Memorandum at 1 (emphasis added) and 5, respectively. '

In this case, we examined the specific circumstances of Shell’s exploratory drilling.
operation - including the required separation of at least 1000 meters of open water .
between drili sites associated with different exploratory operations and the need to
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located sites far enough apart to have distinct information gathering value — and
reasonably concluded that the individual well sites were not proximate under the common
sense notion of a “plant,” thus should not be aggregated for source determination.

Subcategory 13-3: Operational Reliance

COMMENT

Commenters believe that multiple planned wells on a single prospect are interdependent
in several important ways that should lead us to conclude that the wells should be
aggregated into one source. Specifically, commenters claim that delineating the extent of
hydrocarbon reservoir-so that a production platform can be properly constructed are not
independent and unrelated exploration wells. Commenters assert that information will be
shared between well sites and that it is absurd for Shéll'to claim otherwise. NSB’s
commentsincluded a declaration describing how information will be exchanged between
drilling operations, and note that a single integrated, exploration teain located at Shell’s
headquarters will oversee all these wells during the exploration season. They request
EPA obtain additional information to support the proposition that the separate .
exploratory wells in the same prospect aré unrelated and not used for the common
purpose of developing a plan for that prospect. Commenters point out that Shell and the
MMS continually refer to all of the exploratory drilling activity on the Sivulliq Prospect
as a single project. Commenters also challenge our staternents finding operationat
independence between sites as they contend that like other source determinations we have
made, each well provides an intermediate product that requires further processing,
Finally, Commenters claim that we can not ignore the possibility that Shell will bring the
Frontier Discoverer in to drill in the samie season.. |

RESPONSE - : : : : ~

As explained above, EPA looked to the proximity of the exploration drill sites to
determine whether the emissions from the exploratory drilling should be aggregated for
purposes of NSR applicability. EPA relied on the guidance in the Wehrum Oil and Gas
Memorandum in making its determination. EPA’s decision was also informed by the
1000 meter distance requirement placed in the permit for air quality concerns. EPA
believes that the information in the record on these two points supports the finding that
each exploratory drill site is a separate source for purposes of NSR applicability.

However, EPA also went beyond mere lack of proximity between the individual planned
drill sites and examined whether case-specific factors indicated an operational
dependence that would make the sites “conti guous or adjacent” for purposes of
aggregation. Operational dependence is found when each activity relies on the other for
its operation- i.e., the activities at one facility are required to support the operation at the
other. Based on the case-specific nature of the facts key to determining operational
dependence, the distances between sources can, and has, varied in those situations where
EPA has aggregated sources based on their operational dependence.
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In situations where aggregation was based on an operational dependence, EPA found that
the distance between the units, if any, was not so far as to defy the common sense of a
plant. For example, in the aggregation determinations for Great Salt Lake Minerals,
Asco, Anheuser-Busch, and Acme Steel, EPA primarily based the single source
recommendations on a finding that one facility served as a support facility for the other.
Having found this operational dependence, EPA then found that the extended distance
between the facilities was not so far that it would defy the common sense notion of a
plant to treat the two facilities as a single source. In addition, the source determinations
cited in the comments primarily dealt with manufacturing operations that produced
tangible products, functioned with integrated material transport operations, and/or were
connected physically. In each determination, EPA found activities at one site so
operationally dependent on the other as to quallfy the one locatron asa support fac1hty

In the case of exploratory wells we do not bel:eve that there is sufﬁcxent operational
reliance between locations to support an operational dependence relationship for several
reasons. First, there is no tangible product produced by one well and then used by
another. Second, the planned drill sites are.sequential- there are Lo simultaneous or
integrated operations between the locations as one location does not exist at the same
time of operation of another. While each planned well may be drilled by the same crew
using the same equipment, there is not an ongoing exchange of crew and equipment
between sites. Third, there is no physical connection between the two exploratory wcll
sites (such as a railroad line or a plpelme)

EPA does not belreve that the planned exploratory wells qualify as- support faclhnes for
one another. The interdependent nature of the wells as alluded to by the commenters is

- not an operational dependence. One well is not dependent on another well to operate.
Having a common operational goal, such as delineating the extent of the hydrocarbon-
reservoir, is not the same as having operational dependence. Furthermore, contrary to the
commenters claim, sharing informatian between wells is not an operational dependence,
because each individual well site can still be drilled regardless of whether it receives
information shared from another site. While EPA realizes that Shell will most likely use
information collected at one well to refine its exploratory drilling plans for other
locations, we are not persuaded that this sharing of information necessitates a finding that
these wells are all a single stationary source. Therefore, additional information is not
hecessary in this regard. We find that this.type of informaticn sharing occurs in the
course of normal operations for almost any business venture serving or operating in
multiple locations. We decline to make interlinked computer systems and information
sharing a basis for making a source determination, because such criteria could be applied
broadly to find operational dependence in virtually any business operation. And finally,
the interdependence cited by the commenters via the use of a single management team at
headquarters does not equate to operational dependence. Accordingly, commenters’
reliance on Shell’s statements regarding integrated operations and citations to Shell’s
website do not change this source determination. See NAEC comments at 5-6 and
internal citations and links. Such statements are evidence of 2 common business practice,
not operatronal dependence. If any of these bases for claims asserted by the commenters
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were valid, EPA would have to-aggregate, for example, multiple facilities owned by the
same company across various portions of the country. :

In all of EPA’s source aggregation determinations, EPA has strived to follow the
overarching principles provided by the court in Alabama Power regarding aggregation-
i.e., (1) EPA must maintain the common sense notion of a plant and (2) EPA cannot
aggregate continuous and commonly owned units as a single source unless they fit within
the four permissible statutory terms of building, structure, facility or installation. As
explained in our SSOB.and in the responses above, the determination in this case is
guided by these same requirements. - - ' :

Commenter's concern that the Frontier Discoverer may be brought in to drill in the same

~ season is unfounded. This permit action only authorizes the Kulluk and its support
‘vessels. A separate permit would be required for the. Frontier Discoverer. Operations

- associated with.the Frontier Discoverer would be evaluated at.that time.,

In sum, Commenters® perspectives highlight the complexity of operational relationships
in this industry and. do not-provide a clearly objective criterion for distinguishing when
operational relationships- move from independent to dependent status, The mere -
existence of some relationship between sites is not unequivocal evidence that the sites
must be one stationary-source. - Given the specific facts of this permitting action — the
individual well sites will collect discrete exploratory information, the collection of which

is not operationally dependent on the collection of information at other cites — it was
rcasonazlgle for EPA to determine that the sites should not be aggregated into a single -
source. - : '

' Subcategory 13-4: Subsequent Seasons

COMMENT o

Commenters noted that EPA failed to consider whether planned wells that are drilled in
successive seasons, but within a one-year rolling time period are interdependent. The
NSB comments that under the proposed permit terms drill sites could be less than 1000
meters apart if the previously occupied drill site was last occupied in a-different calendar
year. . I T

EPA RESPONSE

* On the other hand, a relief well or replacement well is operationally dependent on jts associated planned .
well and therefore is viewed as a single Exploratory Operation and is considered a single stationary source.
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As noted above we began our examination of proximity at 1000 meters due to the
NAAQS considerations. However, commenters correctly note that the 1000 meter
restriction for NAAQS purposes occurs only within a calendar year (see proposed permit
condition 16.1), while NSR applicability is determined using emissions calculated on a
rolling 52-week basis. Thus, in order to maintain the starting point upon which our
proximity analysis for the NSR source determination was based, we are revising the
permit to restrict Shell from drilling any two Exploratory Operations within 1000 meters
of one another in any consecutive rolling 52-week period. Accordingly, as mentioned in
Category 1 above, Permit Condition 16.1 is revised as foliows (added text.underlined;
deleted text in strlkethrough) :

16.1 The permittee shall not.have the Kulluk oécupy a Drill Site within 1,000
meters of another Drill Site occupied less than 52 weeks prior, unless the Drlll

Sites are assocxatcd with the same Exploratogy Qp‘_erauon - N

Subcatégdry 13-5: Support information Not Available to Public, '

COMMENT _ , _ N

NSB claims that in the Statement of Basis, EPA cited a comment from Shell stating that
“Shell’s drill site locations are not chosen so that operations at those separate locations
can be integrated.” Shell also states that each site has value as a “‘potential source of -
information on what is thought to be an individual cil accumulation.” EPA cites SSOB
Attachment 25 at 22 for these quotations; however, they are not at that location. NSB
asks. that EPA clarify where this original information can be found in the record.

EPA RESPONSE

The information can be found in SSOB Attachment 25, but on page 24, not 22. EPA
apologizes for referencing the wrong page number. :

COMMENT
NSB comments that in the Statement of Basis, EPA cited a comment from Shell stating

that “Shell’s drill site locations are not chosen so that operations at those separate

locations can be integrated.” Shell also states that each site has value as a “potential
source of information on what is thought to be an individuat oil accumulation.” NSB
claims that the record does not support these assertions, however, and the confidential
nature of the exploration business does not allow the public access to exploration data
and plans to verify Shell’s claims. A separate plan was not submitted for each well, nor
was a separate state consistency review done for each well. By locating the wells to
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investigate the same prospect, in close geographic proximity, Shell appears to be
planning to use the resulting data to develop a production scenario for a single petroleum
reserve. :

EPA RESPONSE

EPA acknowledges that certain geological and geophysical information about the Sivulliq

and Olympia prospects was not included in EPA s copy of Shell’s Beaufort Sea Outer

."Continental Shelf Lease Exploration Plan.”® Shell claims that the geological and
geophysical data contains confidential business information (CBI). -

“Although the January 2007 Exploration Plan did ot include site-specific plans for any
prospective wells, EPA did request and has received from-Shell a copy of its three
applications for permits:to drill (APD) into the Sivullig prospect.?s Pursuant to 40 C.ER.
Part 2, EPA has not included in the public portion of the administrative record the
portions of each- APD. that Shell-claims as CBI” “The portions clairted 45 CBI include
specific seismic and geological data that, as described by, Shell, can be used to assess the
area’s geologic age and potential for economic quantities of oil or gas. .. -

However, contrary to the Commenter’s concerns it is not necessary to verify whether
each Planned Well is a “potential source of information on what is thought to be-an
individual oil accuomulation.” As explained above, EPA’s “stationary source”

- determination does not hinge upon each Planned Well being associated with a separate

oil accumulation. Moreover, the lateral extent of an oil accumulation (formation,
Ieservoir, prospect or some ather feature associated with an oil accumulation) is subject
to interpretation of technical data by petroleiim engineers Or éxperts typically outside the -
capacity of an air permitting authority. Given that the information Shell is claiming to be
CBI is not necessary for EPA’s “stationary source” determination, the information is not
included in the public portion of the Administrative Record.

Category 14: Geographic Scope/Permit Duration

COMMENT

A number of commenters stated their concerns about the permit having no expiration date
and that the permit allows Shell to drill an unlimited number of exploratory wells.

5 MMS provided EPA a copy of the Exploration Plan in January 2007, and the document is available to the
public for review as part of EPA’s Administrative Record for this permitting decision.

* Prospective wells are identified in Appendices A and B of the Exploration Plan. A copy of each July 20,
2007 APD (minus the information Shell claims as CBI) is available to the public for review as part of
EPA’s Administrative Record for this permitting decision. .

¥ See EPA’s January 11, 2008 letter to Shell requesting CBI substantiation and Shell’s subsequent CBI
substantiation letter to EPA dated February 4, 2008. As of the date of this document, EPA had not made a
final confidentiality determination on this material.
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Because the permit has no expiration date, there would be rio opportunity in the future for
EPA, or the public, to review and reapprove the permit and if appropriate at that time
require, Shell to use newer equipment and more advanced technology. The thought being
that applying better equipment and technology in the future could lower air pollution
emissions and reduce the overall risks to the environment from Shell’s offshore
exploratory drilling operations. Some commenters mentioned the fact that the Kulluk
and some of the support vessels are already old and thereby Shell will be using outdated
equipment at the onset of the pro_]cct .

The ICAS letter of April 1, 2008 captured these concerns well saying;

"Indeﬁnite . penod is unreasonable. With the lack of mformanon regarding what
 the air emission impacts will e for.a- smgle season, let alone multiple years is
another reason why EPA shazdd not issue an Air Quality Permit to Shell for their
Kulluk Dnllmg Operations. [Insufficient information regarding the nature of the
aperanans and also of environmental impacts to the people and. the natural
resources should be conszdered by EPAasa strong aspect of demal of the
permn oo ‘ .

Similarly, the April‘ 1, 2008 NAEC letter states;

Permit should limit the duration by providing a termination on.a date certain.

Permit should not be effective beyond the anticipated duration of Shell’s -
_exploration drilling program. EPA should not issue a permit that remains =~ -

effective indefinitely and may allow Shell to drzll an. mdetenmnate number of wells

over an indefinite time frame.

- EPA RESPONSE

The permit authorizes exploratory drilling at any drill site within Beaufort Sea cuter
continental shelf lease blocks authorized by the MMS within 25 miles of the state of
Alaska seaward boundary. The commenters are correct that the- perrmt does not have an
expiration date and the number of drill sites allowed under this permit is unlimited.
However, the permit conditions regarding scope and duration are unchanged from the
2007 permit. Accordmgly, these comments are beyond the scope of the rcmand and a
response to the comments is.not necessary. D :

Category 15: Health Impacts

COMMENT

Numerous comments were received regarding the potential health impacts from the
proposed drilling activity with the concern expressed that the permit does not adequately
analyze the health impacts nor do the permit limits adequately protect the public heath.
Oceana comments that each of the pollutants Shell proposes to emit have significant
health effects on the people who live in the Arctic and depend on it for their survival s
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will bear these effects disproportionately. (Oceana p. 1) Commenters request that EPA
further investigate health impacts of the proposed permit on Inupiaq communities.
NAEC comments that Shell is unlawfully degrading the air quality, threatening human
health, and not protecting fish and wildlife habitat. ICAS comments that EPA states that
there will be no adverse effects on public health; however, the World Health ‘
Organization defines health as a state of complete physical, emotional, and social well-
being, not merely the absence of disease. They comment that these offshore operations
will affect the Inupiat people’s environment, subsistence lifestyle, increase theéir health
risk and degrade their well-being. ‘

‘Vulnerable Population NSB and others commented that Inupiaq people are more
Vulnerable and the health risks deserve a more careful assessment. Referring to Dr Aaron
Wemham, commenters state that the N AAQS do not adequately protect the health of the
Inupiat people because, they are 2 more vulneérable population. The comments state that
the native population with different health risks Such as of chronic pultmonary disease,
asthma different lifestlyes-and diet from other U.S populations ' may riot be adequately
protected by the NAAQS and therefore, more analysis should be done on health impacts
under Environmental Justice mandates. NSB comments that EPA disre gards the health of
an isolated and sensitive population that will have to live with the effects of this decision
long after drilling is over. I . S

Comments were also made that a daily emission limit is needed rather than the 250 tons
per year NOXx limit because the ton per year limit is not adequate to protect the -
subsistence marine mammals from high short term concentrations of air pollutants and
that there is inadequate impact studies on the impact of the pollution on the fish and

animals on the North Slope which the Inupiat people use for subsistence foods.

An individual commenter states that in 2003, Shell adopted the World Health
Organization standards but Shell is not intending to abide by them in this case.

The NSB siates'fhat EPA has.not evaluzited the health impact from fine particulate.

Some commenters stated that the health assessment is incompleté and incorrect because
the information relied on is incomplete. For example, ICAS commented that the lack of
information regarding the cumulative effects of all the activities that are occurring in the
arctic adds to the scenario of risks and impacts that will continue to occur to the Inupiat -
people, and their natural resources, and that there are not any health studies in Shell’s
- application. NSB comments that because the air modeling is based on inaccurate AP-42
factors and-on meteorological data that is not representative of the Beaufort Sea and
based on a model that was not developed for offshore arctic conditions EPA’s record ion
NAAQS compliance is incomplete and EPA’s conclusion that Inupiaq human health will
be-protected is incorrect. '

The NSB also commented that research suggests that the proposed permit’s standards
would not adequately protect NSB residents’ health. “EPA has acknowledged that the
current NAAQS results in considerable excess mortality compared with more stringent
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targets (e.g., 15 vs. 14 ug/m3 PM standard would reduce mortality by nearly 50 %.” NSB
comments that EPA should explicitly acknowledge the mortality rates recognized in the
PM NAAQS the associated risk/benefit data rather than inaccurately stating that
compliance with the NAAQS protects a public health.

Hazardous Air Pollutants. NSB and some individuals commented that EPA hasn’t
evaluated health impacts from fine particulate nor the health impacts from hazardous air
pollutants (HAPS) and expressed specific concern about malignant tumors and cancer
from hazardous pollutants. ) : o

EPA RESPONSE

EPA shares the commenters’ concerns with the air quality and understands individuals’
expressed concerns about the air quality in their communities. Criteria pollutants are
those pollutants for which EPA has established NAAQS. Primary NAAQS set limits to
protect public health, including the health of “sensitive" populations such as asthmatics,
children, and the elderly. EPA believes that the project will not have an adverse impact
onpublichealth. .- . .. " . . oo Lo -

The Kalluk drill ship and support vessels were modeled to determine their total air .
quality concentraticn impacts on ambient air, As discussed in Category 9 above, the
results of the modeling were shown in Table 5 of the AQIA. EPA concluded that the
projected air quality impacts of the proposed project plus background measurements are
not expected to cause a violation of any NAAQS. - - '

Thus, the proposed project is not expected to cause or contribute to a violation of the
health-related air quality standards. Since this project will not cause or contribute to a
NAAQS violation and since NAAQS are established to protect public health, the project
will not have an adverse impact upon public health. | - |

EPA has not conducted an arialysis regarding health impacts of HAP given that there
exists no applicable requirement to do so. -She!ll’s commitment to abide by World Health
Organization standards is beyond the scope of this permit. Commenters may work
directly with Shell regarding this concern. ' -

Category 16: Subsistence and Traditional Use

COMMENT

A number of written and oral comments were received expressing concemns atout the
offshore drilling activities potential impact on the natural resources that the Inupiat
people and North Slope communities rely on for subsistence and traditional use.
Comments assert that subsistence hunters and the animals will be affected by activities,
in the offshore waters and expressed concern about .about the animals, their migration
routes, and the impact of the future availability of the subsistence food supply.
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NAEC expressed concern that this source of air pollution will degrade vital habitats for
migrating and feeding bowhead whales, polar bear denning, feeding, and migration,
migratory birds; and harm subsistence hunting and fishing grounds and human health in
coastal communities, -

Comments were made expressing concern about the loss of subsistence food supply
included concern about leaks (assume oils and other contaminants), about animals getting
sick as they use them for subsistence food, about the loss of subsistence foods because
the native people cannot live off or chicken and beef. Additional concéms were
expressed about the air quality health impacts on the seals, birds and other animals the
Inupiat people depend on for a subsistence hunting lifestyle. o '

Commenters also stated that the oil and gas industry has been encroaching on Nuigsut
over the years and this permit would further encroach upon our subsistence activities in
the Beaufort Sea. Exploratory drilling will lead to extraction developments and long term
disruptions to whaling in the region. Comments expressed concerns about the long term
social impacts caused from lifestyle changes that would occur if drilling is ailowed.’

Many commenters opposed the permit because it will allow drilling in the Beaufort Sea
and that will negatively affect the subsistence lifestyle of our people by impacting.our sea
life. We have already observed degrading air quality from oil and gas operation that are
located relatively close to Nuigsut. An individual expressed concerns that the Kulluk rig
can withstand the high winds and seas in the Beaufort Sea and an accident would be'
disastrous.

Additionally, comments ékpr.ésséd concerns about the about cumulative effects of the
drilling operation including air, water, and impact on animals that are used to support

 their subsistence liféstyle and protected under the Endangered Species Act. A whaling

captain expressed concerns about the impact on whaling and the effectiveness of drilling
deferment agreements, and commented that increasing levels of offshore oil and gas
activity is making whales more nervous and skittish, This results in traditional
subsistence whaling becoming more dangerous and could even result in casualties for
native whalers because the whales are hardier to locate and are unpredictable during the
hunt. '

ICAS commented that impacts on subsistence resources has negative effect on Inu iat
people “. Impacts to subsistence résources have anegative effect on the Inupiat peoples.
This creates stress to manifest, either because of the thought of not being able to harvest
the resources, or down to having to travel further distances, which causes the need for
larger amounts of funds to be spent on fuels to travel to the resources. It is a known fact
that the price for fuel (gas or diesel) is very high in the north-slope of Alaska. The
negative health effects range from: food insecurity and hunger, metabolic disorders
(including diabetes; obesity, hypertension; and hyperlipidemia), cardiovascular disease,
increased injury, and psychological and social problems. Subsistence foods have been
estimated to provide as much as 50% of the nutritional intake in the North Slope villages.
The events and activities that are involved with the harvest of our “foods” are not only
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- cultural and traditional, but also spiritual. These negative health effects have a potential
to occur if a permit is issued to Shell. Also, the proposed activities not only affect
humans, but also the wildlife/natural resources, which could in turn make the “food”
taken undesirable due to contamination.” ICAS also commented that “Shell’s has not -
done any “human health” studies or analyses in their permit application process. This
lack of information will have a direct impact on our coastal communities, our subsistence
hunters, and the subsistence resources that may be located downwind of the large
industrial pollution source.”

EPA RESPONSE

- While EPA understands the residents’ concerns regarding potential impact from the
exploratory oil and gas activity on traditional subsistence resources, wildlife habitat and
individual health, EPA has already discussed those issues in'its original permit decision.
The issues EPA is now addressing, the single stationary source determination, the
modeling analysis or modified portions of the permit, do not raise any riew issues -
regarding those previously-discussed concerns and therefore the concerns are beyond the
scope of the remand and no further response is necessary.” Furthermore, the EAB states
that “Issues such as impacts on subsistence hunting and fishing are outside the scope of
the PSD program and therefore the Board’s jurisdiction.” (E.A:B. Slip Op. at 68 FN 6)

Category 17: Environmental Justice
COMMENT

A number of comments were received regarding environmental justice. Specifically, an
individual asked why did EPA ignore Executive Order 12898 requiring an environmental
justice review? NAEC commented that EPA has not addressed the disproportionate
impacts of air pollution to the Alaska native residents as required under E.O 12898. NSB
provided oral comments stating EPA is required under Executive Order 12898 to ,

~determine if the Inupiat people will bear a disproportionate risk from this project. This
determination has not been completed prior to making this permit decision.- NSB also
submitted a written comment recognizing that the EAB found that EPA bad complied
with Executive Order 12,898 “Federal Action to Address Environmental Justice”, 59 Fed.
Reg. 7629, when it issued the 2007 permit. However, in light of the new information that
has emerged with respect to the 2008 permit, NSB asks EPA to revisit the issue,

ICAS commented that Executive Order 12898 directs federal agencies to pay particular
attention to populations that principally rely on fish and/or wildlife for subsistence. In
addition ICAS commented that the Inupiat people are a minority population amongst
society as a whole because of their low income households. EPA should comply with
this with an analysis. ' s R

'EPA RESPONSE
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In the EAB’s September 14, 2007 Remand Order, the EAB determined that the Region
had considered the North Slope Borough’s concerns regarding environmental justice and
that the Region had concluded that the permits would not have an adverse impact on
minority or low income populations. (E.A.B. Slip op. at 66) Furthermore the Board was
not convinced that the Region’s determination was clearly erroneous and denied review
on this issue. (E.A.B. Slip op. at 67) Accordingly, the Regions’ environmental justice
analysis is not subject to review and, the comments regarding environmental justice are
beyond the scope of the remand. '

Category 18: Permit Terms and Conditions related to Alaska
Sulfur Dioxide, Visible Emissions and Paiticuiate emissions” .~ ..

NAEC commented that there is insufficient rational for why all of the liquid fuels should
not be less than 0.05 by weight. Specifically why is low sulfur required only for emission -
units K8, K-9, K-10, K-13 and K-147 NAEC also commented that EPA has not
considered or analyzed the environmental impacts of the alternative of reducing
environmental impact by requiring all lower sulfur fuel for the Kuiluk and its support
" vessels. B CEo o '

EPA RESPONSE

The relevémt permit condition(s) and requirement(s) are unchanged from the 2007 permit.
Accordingly, the comments regarding these permit conditions are beyond the scope of the

remand and a response to.the comment is not necessary.

COMMENT

Visib]g Emission Performance Test _ , :
NAEC commented that a visible emission performance test should be required at greater
- intervals, including within 8 hours of completion of anchoring at a Drill site: within the
first 24 hours of drilling operations and once a week during drilling operations. See

permit Condition 12.1. :

EPA RESPONSE

This requirement is unchanged from the 2007 permit. Accordingly, the comments
regarding these permit conditions are beyond the scope of the remand and a response to
the comment is not necessary. :

COMMENT
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NAEC commented that performance test should be required at each drill site- monitoring
should not be waived for subsequent exploratory wells per permit Condition 12.1.a,
especially because drilling may occur under different locations with different dispersion
characteristics that effect visibility, are closer to sensitive areas and because certain factor
may mask deterioration in visibility and the operator could select those time to conduct
the performance test and thereby skew the results. ‘Also Shell should be required to
report any visible plume observed from the Kulluk source.

'EPA RESPONSE

This requirement is unchanged from the 2007 permit. Accordingly, the commelits
regarding these permit conditions are beyond the scope of the remand and a response to

the comment is not necessary,

Category 19: Permit Expiration and Extension .

COMMENT _ Coa e
NSB references 40 C.F.R. 55.6(b)(4) and states that the permit must clarify that EPA’s
permit will become invalid if construction is not commenced within 18 months of perimit
issuance, or if construction is discontinued for a period of 18 months or more. Given that
EPA is proposing to define each “Exploratory Operation” as a separate stationary source,
not only must Shell commence construction of its first exploration well within 18 months
of permit issnance, it must construct any additiorial wells within 18 months to prevent the
permit from becoming invalid, o

NSB requests EPA to clarify that any permit extension granted under 40 C,F.R. §
55.6(b)(4) would require an application to be submitted and a formal public review and-
comment period. NSB also requests that EPA explain what would constitute a
satisfactory showing that an extension is justified. ce

EPA RESPONSE

The relevant permit condition in the proposed permit, see Permit Condition 25, and
requirement(s) applicable to the Kulluk permit, including the permit expiration and -
extension requirements in 40 C.F.R. § 55.6(b)(4), are unchanged from the 2007 permit.28
Accordingly, the comments regarding these permit conditions are beyond the scope of the
remand. -

Nonetheless, we agree with the commenter who asserts that section 35.6(b)(4) governs
the timeframe for commencing and continuing construction of planned wells under the
permit. Notably, however, this permit provides both an approval to construct and
requirements for continued operation after construction commences. Accordingly, while

* Permit Condition 25 in the final permit has been changed for internal consistency purposes. See
Subcategory 1-2 for specific textual changes to Permit Condition 25.
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the approval to construct could expire if Shell does not begin construction of a planned
well within 18 months from the effective date of the permit, or if construction is
discontinued for a period of 18 months, the permit will remain in effect to govern
operations of the Kulluk at any planned well for which construction commenced under
the approval to construct authorized by this permit.

The applicable regulation also specify Shell may request an extension of the approval to
construct and that EPA may grant this upon a showing by Shell that the extension is
Justified. Section 55.6(b)(4) also provides that sources obtaining an extension are subject
to all new or interim requirements and a reassessment of applicadble control technology
when the extension is granted. 40 C.F.R. §55.6(b)(4). Therefore, any request for
extension of this permit will be evaluated in accordance with the regulations applicable at
the time of the request. ' ‘ |

Category 20: Pubtic Comment/Public Hearing Process
Subeategory 20-1: Public Comment Period )

COMMENT : , o |

The NSB requested that EPA:lad&;ss'nNSB concerns and rejssue the permit for a 60-day
public comment period that appropriately considers public input and public health, and is
based on timely and accuirate data, ' T :

EPA RESPONSE

The EPA provided a 36-day public comment period for this permit action. This is. longer

than the 30-day public commeént period required in accordance with 40 C.F.R. Part 124,

EPA believes that the 36-day comment period provided adequate time for public

comment. In addition, EPA is confident that it has appropriately considered public health

issues associated with this permit action, to the extent allowed under applicable .
regulations. On January 9, EPA determined that it had received a complete application

for the revised air quality permit from Shell and therefore feels that its permit decision is

based on both timely and accurate data. '

COMMENT

In a letter dated March 18, 2008, the NSB formally requested that EPA extend the public
comment period by an additional 30 days because of the public’s limited time to consider
issues following EPA’s informational meetings and public hearings held in three North
Slope communities during the period of March 25 to 27, 2008. During a March 25, 2008,
government-1o-government tribal consultation meeting between ICAS and EPA in
Barrow, Alaska, EPA received a verbal request from ICAS to extend the public comment
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period by an additional 30 days. Similar to the NSB request, the basis for ICAS’s request
for an extension was that the established public comment period allowed only two
working days after the completion of the last public hearing on the North Slope for
submittal of comments, and that the public needed additional time to consider the
information presented by EPA during their meetings.

EPA RESPONSE

EPA denied NSB's request to extend the public comment period in a letter to the NSB,
dated March 20, 2008. Similarly, EPA denied ICAS’s request to extend the public
comment period in a letter to ICAS dated April 1, 2008. EPA established a 36-day public
comment period for this preliminary permit action. This public comment period lasted
from February 25 to Apnl 1, 2008, In doing so, EPA provided a public comment period

six days longer than the mandatory 30-day public comment period prescribed in 40

C.F.R. Part 124 — EPA Procedures for Decisionmaking. As required under Part 124, on
February. 21, 2008, EPA published a public notice in the Anchorage Daily News. This

publication included notice of the 36-day public comment period, and the dates, times

and locations of three scheduled public hearings on the Ncrth Slope. In addition, EPA
distributed copies of the public notice and an associated fact sheet to interested pames by

emalil, standard mail and on the EPA website at;

http:/fyosemite.epa. gov/RIOIAIRPAGE.NSFfPernntSIOCS.

The following provides a chronological outline of actions taken by EPA as part of this
public involvement process. This extensive public involvement effort by EPA exceeded
the mandated public involvement requirements of 40 C.F.R. Part 124

Weeks of January 14, 21 and 28, 2008

"EPA Region 10 staff made telephone calls to city and tribal representanves in the North

Slope communities of Barrow, Atqasuk, Anaktuvuk Pass, Nuigsut, Kaktovik, _
Wainwright, Point Hope, Point Lay and the Inupiat Community of the Arctic Slope. The
calls were used to assess public interest in the Shell OCS proposed revised permit action,
so that EPA could make an informed decision on whether to hold informational meetings
and/or public hearings in those communities. If there appeared to be significant interest,
meeting facilities were identified based on availability and accommodation. The
telephone cails also helped indentify appropriate repositories for public access and review
of the proposed revised permit and selected support materials.

Weeks of February 4 and 11, 2008

After identifying significant public mterest in the commumnes of Barrow, Kaktov1k and
Nuigsut, telephone calls and faxes were used to confirm dates and locations of

‘informational meetings and public hearings in these communities.

February 21, 2008
On February 21, 2008, formal pubhc notice was published in the Anchorage Daily News
which is considered to be widely available and in general circulation throughout the state

of Alaska, including the North Slope.
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Week of February 25, 2008

EPA emailed the public notice and a supplemental fact sheet to a variety of interested
parties including; 103 non-EPA government agency contacts, 39 tribal entity contacts, 32
oil and gas business contacts and 12 environmental organizations. In addition, EPA sent,
via regular mail, the public notice and fact sheet to 28 non-EPA government agency
contacts, 36 tribal entity contacts, 33 oil and gas business contacts, 6 environmental
organizations, and 45 private citizens.

A press release on the proposed revised Shell OCS air quality permit was sent to- .
Petrolenm News, Seattle Times, Fairbanks Daily News — Miner, Anchorage Daily News
and The Arctic Sounder. The press release explained that a revised permit was proposed
 for Shell’s exploratory oil and gas operation in the Beaufort Sea, explained that -
information regarding the proposal was available at ei ght locations on the North Slope
and at EPA offices in Anchorage and Seattle, on EPA’s wcbéite,%ai;_d notified the public
of the public hearings and.the opportunity:to submit comments. * - - '

The public comment period ran from February 25,2008 through April 1, 2008 (36-days).
During this period copies of Shell’s application, the suppletental statement of basis and
the proposed revised permit were available for public review at the following repository
locations, : o : : _
Tuzzy Cohsprtium Lihra:}'r,rB_é;rgw, Alaska
Kaktovik City Office, Kaktovik, Alaska
| Nuigsut City Office, Nuigsut, Alaska
Wainwright City Office, Wainwright, Alaska
' Point Hope City_Ofﬁcg,{Po'int.Hope, Alaska
- Atqasuk City Office, Atqasuk, Alaska |
Anaktuvuk Pass'City Office, Anaktuvuk Pass, Alaska
Kali School Library, Point Lay, Alaska
EPA Region 10 - Alaska Operations Office, Anchorage, Alaska
EPA’s website at: http://Yosemite.epa.gov/R 10/AIRPAGE.NSF/Permits/OCS
EPA Region 10 Library, Seattle, Washington (this document repository included
the entire record related to this permit action).

Weeks of March 3 and 10, 2008 B .
Informational notices were published in the following periodicals.

Petroleum News - Published in the March 9 and March 16 weekly editions
Fairbanks Daily News Miner — Published daily, March 2 through March 7
Anchorage Daily News - Published daily, March 1 through March 5

The Arctic Sounder — Published for one day on March 13

Oil and Gas Journal - Published in the March 10 weekly edition.
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Week of March 17, 2008

On March 21 a voice mail was left with Barrow Cable TV requesting that they run a
scrolling notice of the scheduled North Slope meetings and hearings. After receiving a
positive telephone reply, the request was supplemented by a March 23 email to Barrow

Cable that included recommended scroll text as follows.

_ Public meetings on EPA's air quality permit for Shell Offshore Inc. to conduct
exploratory drilling in the Beaufort Sea OCS, March 25 Barrow in the Barrow City
Chambers-3 pm Informational and 7 pm Public Hearing, March 26 Kaktovik in the
Kaktovik City Office-5 pm Informationai Meeting and 7 pm Public Hearing, March
27 Nuigsut in the Kisik Community Center-3 pm Informational Meeting and 7 pm
Public Hearing. L

EPA Region 10 staff mads telephone calls to village coordinators requesting that they
post meeting/hearing notices in the communities of Barrow, Kaktovik and Nuiqsut.

EPA Region 10 staff set up and informed the North Slope villages of Wainwright, Point
Hope and Point Lay that the Barrow meeting/hearing would be accessible via
teleconference. This was followed up with a letter sent to the NSB and copied to the

- ouilying villages providing the call-in number and code. Unfortunately, although the
teleconference call-in number did not work in Barrow and ad-hoc efforts to notify
outlying parties that an alternative call-in number had been activated, it is:possible that
some individuals were unable to call in. - :

The Week of March 24, 2008 — Public Information Meetings and Public Hearings
EPA held public informational meetings and public hearings in three North Slope
communities as follows:
March 25, 2008 at the Barrow City Chambers, Barrow, Alaska
3:00 p.m., Public Informational Meeting, 7:00 p.m. Public Hearing - -
March 26, 2008 at the Kaktovik City Office, Kaktovik Alaska =
5:00 p.m., Public Informational Meeting, 7:00 p.m. Public Hearing ~
March 27, 2008 at the Kisik Community Center, Nuigsut, Alaska .
- 3:00 p.m., Public Informational Meeting, 7:00 p.m. Public Hearing

Of all the federally recbgnized tribal entities notiﬁe&, goverﬁmerit—,to— government tribal
consultation meetings were requested by and held between EPA and the following tribal
entities; : : Lo -
Inupiat Community of the Arctic Slope (ICAS)
March 25, 2008 in the ICAS office located in Barrow, Alaska

Native Village of Nuigsut » L : :
March 27, 2008 in the Native Village of Nuigsut office in Nuiqsut, Alaska

Federal requirements for EPA’s formal decision making process are listed in 40 C.F.R.
Part 124. In relation to the proposed Shell OCS air quality permit action, the
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requirements include opening a 30-day public comment period and holding public
hearings if there is significant public interest in the proposed action. In addition, EPA
must publish notice of the public comment period, and a 30-day advanced notice of the
location and times of the scheduled public hearings. The activities described above
demonstrate that EPA fulfilled its public involvement requirements of 40 C.F.R. Part 124
and made additional efforts to encourage North Slope communities to be engaged in the
process. -

Subcategory 20-2: Lack of Public Participation in Hearings

COMMENT _
The NSB commented that EPA’s-public hearings on:the North Slope had communication

- and toordination problems that adversely impacted public turnout and participation.

They state further that the public meeting in Barrow had low participation because the
Elder & Youth Conference took place that same week. They also indicate thatkey
persons from out-lying villages may not have been able to participate due to their - -

_ participation in the Elder & Youth conference in Barrow. Elders are a vital component of

acquiring comments for public hearings since they are keen to the many changes that
have occurred in such a short period since oil and gas development activities have been
happening in the north-slope/arctic region. It is also important that youth are involved
with the public hearing process since they will be the future leaders in the villages, The
youth that were most likely participating in the Eldér & Youth Conference in Barrow
were probably the youth that would most hkely have pammpated in the three public
hearings. : B

EPA RESPONSE

EPA understands that there are unique challenges with regard to scheduling, coordinating
and advertizing public hearings in villages located on the North Slope of Alaska.
Nonetheless, all the obligations for public involvement were met in its permit decision-
making process in accordance with the requirements of 40 C.F.R. Part 124. As detailed
in the response to Subcategory 20-1 above, EPA undertook efforts beyond the
requirements in Part 124 to let interested parties know about the hearing and to facilitate
participation. This included running dispiay notices, issuing a press release and talking
directly with tribal entity presidents, native village coordinators and city officials from
communities throughout the North Slope.” In addition, EPA made a diligent effort to
facilitate teleconferencing opportunities for the public hearing in Barrow on March 25.
And, although teleconferencing during the meetmg had its technical challenges, there was
participation through thls method. o

In a March 3, 2008 letter from the NSB to the EPA, the NSB was agreeable to scheduling
the Shell OCS meeting/hearing in the: Barrow City Chambers on March 25. Subsequent
informal discussions with community representatives in Barrow indicated that the Elders
& Youth Conference was scheduled during that same week and there was some concern
about the overlap. The organizers of the Elders & Youth Conference were notified of
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EPA’s meeting/hearing, and by invitation EPA representatives visited the Elders & Youth
Conference, but were not requested to speak. Although the overlap of these two events’
created challenges, EPA believed that there was a potential for mutual participation in
both events. Unfortunately, low public turnout at EPA’s public meeting/hearing
indicated that the overlap did not necessarily result in mutual participation. EPA will
take this into account when scheduling future public meetings and hearings on the. North
Slope, and make an effort to avoid overlapping events.

It should be noted that on May 8, 2007, EPA held a public hearing in Nuigsut regarding
the original Shell OCS air permit. Unfortunately, the whaling season had begun in early -
April resulting in public outcry that EPA was holding their hearing during this important
Inupiat community season.- When scheduling this year’s meetings/hearings, EPA was
more sensitive to this issue and consequently made a diligent effort to hold its '
meetings/hearings in advance of the April whaling season. Given that Shell’s complete
application was received by EPA on February 9, 2008, EPA had a limited window of
time to schedule the meetings/hearings, and at the same time hold its commitment to
avoid the whaling season while ensuring the required 30-day public comment period was
appropriately accommodated. Having the meetings/hearings in the communities of
Barrow, Kaktovik and Nuigsut during the week of March 24, 2008 facilitated this goal.

COMMENT

NSBE states that the notice of the pubhc meeting and hcanng was only pubhshed fora
single day in the Anchorage Daily news which is not widely available or read on the
North Slope. Also, these events were not announced on the radio or posted on village
bulletin boards. Kaktovik and Nuiqsut Mayor’s offices were not aware of the scheduled
hearing in the respective villages until the NSB Planning Department contacted ‘them on
March 26. NSB tried to spread the word about the heanng but there was confusmn about
it in the communities.

. EPA RESPONSE

EPA provided notice in a manner reasonably calculated to reach interested pames

The requirement for pubic involvement does not specify multiple publications of the

- public notice and therefore, EPA met its obligation for publication under 40 C.F.R. Part
124 with a single day publication notice in the Anchorage Daily News. The EPA
understands that the Anchorage Daily News is a publication of general circulation -
throughout Alaska including on the North Slope. It should be noted that EPA also ran
display notices in several other publications to make sure that the information was widely
distributed. Additionally, as described above, information regarding the proposed permit
and public comment period was mailed to numerous parties and provided to a number of
public information reposuones and posted on EPA s website,

EPA did contact the KBRW AM/FM in Barrow, Alaska both by email and by telephone
and they did not respond to our request to air an announcement of the EPA
meetings/hearings. These events were posted on village bulletin boards at the city offices
in Kaktovik and Nuigsut. EPA did contact tribal presidents, village coordinators, city
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mayors and city coordinators from Kaktovik and Nuigsut. The presidents and mayors
were contacted earlier in the process to find out what interest the community had in
holding meetings/hearings regarding the proposed revised air permit for Shell. Once
interest was confirmed, EPA worked with tribal and city coordinators to ensure that
rooms were reserved, notices were posted and that the times and dates of the scheduled
meeting/hearings did not unreasonably conflict with other events in the village. EPA
personnel noted the presence of the notices displayed on the builetin boards in the

' respectlvc offices when they were on the North Slope.

Although EPA met its legai obhgatlon for pubhc mvolveme.nt in this partlcular permit
action, EPA acknowledges that there are opportunities for improvement in how it
interacts and coordinates-with North Slopes communities and the agency-is committed to
improving this proeess, The EPA would like to thank the NSB for-its interest in -

- providing constructive- guidance-in this regard, and the agency looks forward to working

with the Borough when-scheduling future events on the North Slope. .

COMMENT :

The NSB suggested in a letter dated March 1, 2008, that EPA use the NSB
teleconferencing capabilities to allow people that cannot attend the March 25 public
hearing in Barrow to participate by phone. EPA agreed and in its March 18, 2008 reply
letter to the N 3B, prov:ded a telephone number and teleconference code for the event.
Unfortunately, the call-in line did not work in Barrow and EPA had to.work with officials

~ at the Barrow city offices to provide an alternative call-in option. This created

considerable confusion and delay and negatively impacted participation from interested
partles located in villages outside of Barrow.

EPA RESPONSE

" EPA acknowledges that teleconferencing of the Barrow public hearing did not go as

planned. EPA had intended to use the NSB’s teleconferencing equipment but could not

‘because their equ:pment did not work at the City of Barrow offices. EPA could not move

the hearing because, in accordance with 40 C.F.R. Part 124, the time and location of the
hearing were noticed to the public at least 30 days in advance. During the hearing EPA
was able to setup.an alternative call in number and some members of the public were able
to participate by telephone using this alternative teleconferencing option.

The EPA recognizes the advantages of using telecbnferencing to enhance community
participation on the North Slope and looks forward to resolving some of its challenges so
that teleconferencing can be employed at future meetings and hearings.
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Subcategory 20-4: Translator Challenges

COMMENT ‘
Two commenters pointed out that EPA had no official Inupiat translator for the Kaktovik
public hearing. This resulted in a lack of communication with the elders and lack of '
opportunity for the elders to provide comment. They also pointed out the fact that due to
the lack of simultaneous translation equipment, the Nuigsut hearing was quite long and
extended late into the evening. ' - o o

EPA RESPONSE

EPA acknowledges the need to have translators that are acceptable to each community
and worked with each community to secure acceptable translators. EPA had translators
for both the Barrow and Nuigsut public hearings, however, there was no official

translator hired by EPA available at the Kaktovik public hearing. EPA contacted _
Kaktovik city officials prior to the meeting in Kaktovik and arranged for a translator to be
available at the hearing: Unfortunately, the translator was unable to facilitate translation,

The lengthy public hearing in Nuigsut was due in part to the lack of simultarieous
translation equipment and the fact that there was extensive public testimony. It is true
that simultaneous translation equipment would have saved time, and EPA will try to "
remedy this situation in the future. EPA will consider these issues more thoroughly when
planning future public meetings on the North Slope. EPA understands the need for
simultaneous translation at the meetings/hearings and, in the future, will plan on hiring
translators that are available for this task. ' o " '

Subcategory 20-5: lnforrhation was Too Technical

COMMENT

The NSB and an individual commented that information presented regarding the Shell

minor air permit was too techrical. It includes a lot of technical jargon, acronyms and

permitting terms that are confusing and that the material should have been presented in
laymen’s terms. : = : S '

- EPA RESPONSE

The EPA acknowledges that permitting issues related to this project are relatively
complex and it is challenging to present the relevant issues to the public in a non-
technical manner. EPA did make a concerted effort to present this material in a way that
was understandable to the public and EPA representatives at the meetings became
progressively better at accomplishing this goal. EPA hopes to improve its
communications methods and skills during future North Slope meetings.
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Subcategory 20-6: Communications Protocol for the Nbrth Slope

COMMENT

In 2007, EPA promised to develop a communication protocol for improving its
coordination and communication with North Slope communities. This document was to
be reviewed with the North Slope Borough. If this document had been developed and

- utilized during the 2008 Shell air permit action, publlc involvement would have been

improved.

- EPA RESPONSE

EPA Reglon 10 contmues 1ts interest i in, unprovmg coordmatlon and commumcatton

 efforts with North Slope communities. . Its experiences gained during the 2007 and 2008

Shell OCS air permit acfions have prov1cled ample opportunity for the agency to learn and
1mprove its pubhc mvolvement process. If EPA Region 10 develops-a written '
'commumty involvement protocol for the North Slope, it would be happy to provuie a
copy to the NSB and other ¢ community reprcscntatxves

Category 21 Clean Water Act

CONIMENT

A few 1nd1v1duals commented that they were concerned about drilling mud cuttmgs and
grey water discharges to the ocean from Shell’s proposed exploratory drilling program in
Beaufort Sea.

EPA RESPONSE

EPA understands that water quality impacts from oil and gas drilling operations,
especially when conducted in the offshore waters, are 1mportant to the people of the
North Slope.  However, this permit action is related to air quality and therefore water
quahty issues are outside the. scope of this air permit action.

That bemg said, EPA Reglon 10 does have responsibility with regard to protecting water
quality in the Beaufort Sea from oil and gas operations through its wastewater discharge
permit program. The following provides some background information on this program
and the proper contact information at EPA on water quality issues. This information was
provided in the form of a fact sheet during the. air quality permit public hearings held on
the North Slope in March 2008 .

A National Pollutant Discharge Elumnanon System (NPDES) pcm’ut rcgulates
wastewater discharges into waters of the United States pursuant to the federal Clean -
Water Act. There are two types of NPDES permits: individual and general. An
individual permit is for a specific facility. A general permit is for many facilities that
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have similar discharges (i.e., oil and gas exploration facilities). If a company wants to be
covered under a general permit, it must submit a Notice of Intent (NOI). EPA Region 10
reviews the NOI to ensure that the proposed action meets the conditions for obtaining
coverage under the general permit. If it does, EPA authorizes the company to discharge

under the permit.

On May 16, 2006, EPA Region 10 issued a general permit for oil and gas exploration
activities, known hereafter as the Arctic GP. The Arctic GP became effective on June 26,
2006. The Arctic GP will expire on June 26, 2011. The permit limits the types and
amounts of pollutants that.can be discharged in the Beaufort Sea, Chukchi Sea, Hope
Basin and Northern Norton Basin. The Arctic GP allows for the following discharges to -
waters of the United States associated with oil and gas exploration activities: drilling
fluids and drilling cuttings, deck drainage, sanitary wastes, domestic wastes,-desalination
unit wastes, blowout preventer fluid, boiler blowdown, fire control system test water,
non-contact cooling water, uncontaminated ballast water, bilge water, excess cement
slurry, mud, cuttings, and cement at seafloor and test.fluids. . The permit restricts the
seasons of operation, discharge depths, and areas of operation-and has monitoring
requirements and other conditions, - - ., .. | S

On January 12, 2007, Shell submitted two NOIs for coverage under the Arctic GP. Shell
requested authorization to employ the Kulluk floating drilling rig and Frontier Discoverer
drill ship to conduct oil and gas exploration activities on the OCS in the vicinity of
Camden Bay. Shell requested authorization for all-of the above mentionéd discharges
except for discharges related to test fluids. EPA determined that Shell had satisfied the
requirements of the general NPDES permit, and on July 19, 2007, EPA approved Shell
for coverage under the Arctic GP. These authorizations expire on June 26, 2011.

To learn more about the Arctic GP and EPA Region 10's subsequent site-specific
authorizations, contact: Sonia Porter at (206) 553-1019 or poﬂcf.sd_lii;fl_@gpa.gov. -

Or, visit EPA’s website at htgg:i/epa.gov}rlOeajth/wategggnnits.htm., ;

Category 22: Oit Spill Response Plan

- COMMENT

There were a number of comments provided in oral testimony regarding the threat of an
oil spill on the ocean resources in the Beaufort Sea. One commenter was concerned
about the age of the Kulluk and its ability to withstand high winds and other extreme
conditions in the arctic sea. Another commenter stated that there is no technology
available to clean up oil spills in broken ice conditions. Another commenter pointed out
that we are still cleaning up oil twenty years after the Exxon Valdez spiil.

In the ICAS comment letter dated April 1, 2008 they are concerned that an oil spill would
destroy the Inupiat way of life and provides the following quotes in there letter.
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“The Chukchi Sea is our garden. We've hunted and fished in the ocean for thousands of .
years. The ocean is what our history and culture is based on. We can’t afford to stop

our religious, cultural and subsistence activities that depend on the ocean. One oil spill
could destroy our way of life.” Jack Schaefer, ICAS Tribal Council Member — Point

Hope, Alaska ‘ ' : :

“The Inupiat Community of the Arctic Slope is a regional tribal government for eight
villages on the North Slope. We have the responsibility to our people to stand up against
threats to our whaling culture and to protect our way of life. An oil spill in the Chukchi
Sea could devastate the bowhead whale migration and other animals we have subsisted

on for thousands of years. The federal government continues 1o ignore our concerns.

The elders have spoken and told us to fight this and we will do 50.” George Edwardson,
ICAS President Tribal Council — Barrow, Alaska . . _ o

EPA RESPONSE LT
EPA acknowledges the North-Slope communities’ religious, cultural and subsistence-
related reliance on the ocean, however, this issue is not related to the single stationary

source determination, the modeling analysis or modified portions of the permit-and is
beyond the scope of the remand and a response to the comments is not necessary.

Category 23: Gib_b.él Warming/Climate Change .

COMMENT

A number of comments were received about global climate change that would occur due
to greenhouse gas emissions from the project. Commenters were especially concerned
about the cumulative effects that global warming was having on the arctic region. NAEC
states that neither MMS or EPA’ have adequately evaiuated human heath impacts or
cumnulative effects of greenhouse ‘gases nar important chariges caused by global climate
change, which may effect the modeling analysis and air pollution impacts on human and
natural environment. Oceana indicates in their letter that the criteria air pollutants of

NOx and PM,, contribute to the problem and impacts are occurring more quickly and
dramatically in the arctic, and that the these impacts in an arctic environment are poorly
understood. o -

EPA RESPONSE

EPA recognizes commenters’ CONCerns re garding global warming and climate change;
however, these concerns do not arise from the changes in the single stationary source '
determination, the modeling analysis or modified portions of the permit. Accordingly,
they are beyond the scope of the remand and a response to the comments is not
necessary. :
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Category 24: National Environmental_ Policy Act

COMMENT

The NAEC and one individual presented comment related to the National Environmental -
Policy Act (NEPA). One commenter stated that the NEPA document did not adequately

“address the projects impact on health and the ocean resources that the Inupiat people
depend on for their subsistence way of life. The other commenter implied that EPA
needs to comply with NEPA. | - R

EPA RESPONSE ,
This issue is not related to the single stationary source determination, the'modeling

analysis or modified portions of the permit and is beyond the scope of the remand.
Therefore, a response to the comments is fjot necessary. . . '
Nevér-thé:—l'esslit is useful to note that Congress specifically exempted actions under the
- CAA from the requirement that an EIS be prepared for the permit. The statute, 15 U.S.C.
~ § 793(c), provides: _ . ‘ o

No action taken under the CAA shall be deemed a major federal action significantly
affecting the quality of the humnan environment within the meaning of the National
Environmental Policy Act of 1969,

Section 7(c) of the Energy Supply and Environmental Coordination Act of 1974
(15U.8.C. § 793(c) 1)) exempts actions under I:hg CAA from the requirements of NEPA.

Category 25: 9" Circuit Court Enjoins Drilling

COMMENT

NAEC commented that EPA should not issue a permit for exploratory drilling activities
that are enjoined by the Ninth Circuit. : '

EPA RESPONSE

EPA recognizes that the United States Court of Appeals for the Ninth Circuit has
enjoined Shells’ drilling activity in the Beaufort Sea pending the resolution of the lawsuit
challenging the Mineral Management Service’s Exploration Plan approval (Alaska
Wilderness et. al., v. Kempthorn et, al., No. 07-71457 (9" Cir: Aug. 15, 2007). EPA has
determined it is appropriate to have the air permit in place if or when the injunction is
lifted. However, because this permit allows the exploratory drilling only on the lease
blocks authorized by the MMS, drilling may not occur until and unless it is allowed when

the Ninth Circuit resolves the case,
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Conclusion

Based on our review of the application, supporting materials and the comments received,
EPA Region 10 determines that the Clean Air Act requirements are satisfied and that the
NAAQS will not be exceed as a result of this project. EPA determines that there is a
rational basis for the stationary source determination relied on to issue this synthetic
minor permit, None of the issues raised by the commenters present a sound basis to
change that determination or to deny permit issuanice. In light of these findings, EPA
grants approval to conduct exploratory drillingwith the Kuthik and its support vessels in
the Beaufort Sea, within an outer continental shelf lease block authorized by the MMS
within 25 miles of the State of Alaska’s seaward boundary. ‘This approval is subject to
the terms and conditions set forth in Air Quality Control Minor Permit No. R100CS-AK-
07-01 (Revised). ' o S S '
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