Sept enoer 14, 2000
(AR 18J)

Philip Kairis, Qperations Minager
Energy Alternatives, Inc.

4300 220" Street Vst

Farmngt on, M nnesot a 55024

Dear M. Kairis:

The Lhited States Environnental Protection Agency (BPA has revi ewed Energy
Aternative’s Prevention of Sgnificant Deterioration (PSD permt application
for the installation of four (4) diesel generator sets. The purpose of this
letter is to request additional facts and information that are not provided in
the permt application and are necessary for a conpl ete review of the
application before the initial permt is drafted. The follow ng infornation
pertaining to the Best Available Gontrol Technol ogy (BACT) anal ysis for
nitrogen oxi des (NX), the additional inpact anal ysis, and the rel ationship
between the Treasure Island Resort and Gasino is required in order for our
office to conplete its reviewof the permt application.

perating Limts and Gntrol Technol ogqy Revi ew

The BACT anal ysi s includes operating limts (hours of operation or gallons of
fuel used) as a control option. Alimtation on hours of operation alone is
not considered BACT. 40 OFR 52. 21(b)(12) defines BACT as:

“an emssions limtation (including a visible emssion standard)

based on the naxi numdegree of reduction for each pol | utant subject to
regul ati on under the dean Ar Act which would be emtted fromany
proposed naj or stationary source or n@ or nodification which the
Admnistrator, on a case-by-case basis, taking into account energy,
environnental , and economc inpacts and other costs, determnes is
achi evabl e for such source or nodification through application of
producti on processes or avail abl e nethods, systens, and techni ques,
including fuel cleaning or treatnent or innovative fuel conbustion
techni ques for control of such pollutant.”

Alimtation on hours of operation, or other simlar limts, is nornally used
to avoid PSD by reducing a source’s PTEto make it a “synthetic mnor” source.
The BEPA does not currently have a Federal programto directly limt the
source’s PTEto less than PSD size to avoid PSD permtting. Athough BPAis
consi dering devel opnent of a mnor New Source Review programfor Tribal |ands,
such a programis currently not avail abl e.



The expected hours of operation can be considered in the cost effectiveness
analysis. Chapter B of the NSR Vérkshop Manual (draft, Qctober 1990) provides
gui dance on how operating hours nay be included in the cost effectiveness

anal ysis of the BACT analysis. According to Chapter B

“athough permt conditions are nornally used to nake operating
assunptions enforceable, the use of "standard industry practice"
paraneters for cost effectiveness calculations (but not applicability
determnations) can be acceptable wthout permt conditions. However,
when a source projects operating paraneters (e.g., limted hours of
operation or capacity utilization, type of fuel, raw naterials or
product mx or type) that are lower than standard industry practice or
which have a deciding role in the BACT determnation, then these
paraneters or assunptions nust be nade enforceable wth permt
conditions. If the applicant wll not accept enforceable permt
conditions, then the review ng agency should use the absol ute worst case
uncontrol l ed emssions in calculating baseline emssions. This is
necessary to ensure that the permt reflects the conditions under which
the source intends to operate.”

Therefore, the BACT analysis nust be revised to correctly show the top-down
process which includes a conparison of available control technol ogies, taking
into account energy, environnental, and economc inpacts and other costs. The
top-down process provides that all available control technol ogies be ranked in
descending order of control effectiveness. FHrst, the nost stringent, or
“top” alternative is examned. That alternative is established as BACT unl ess
techni cal considerations, or energy, environnental, or economc inpacts
justify a conclusion that the nost stringent technology is not “achievable”.

If the nost stringent technology is elimnated in this fashion, then the next
nost stringent alternative is considered, and so on.

In addition, to expedite devel opnent and issuance of the permt, we strongly
recormend that information regarding any operating and nai ntenance procedures
and nonitoring of the operational Ilimts for the | ow NX strategy proposed for
BACT be sent to us along wth the revised BACT analysis. These el enents are
essential to assure continuous conpliance for all permts issued by the our
agency.

(perational limts. The permt has to specify the BACT emssions control

requi renents for each pollutant for each emssions unit. For exanple, if
timng retard is proposed as BACT as part of the |ow NX strategy, and the BPA
also agrees wth this BACT proposal, then the permt nust include the
paraneters for timng retard in the permt that wll be used to show that each
applicable emssions unit is operating wthin the established | ow NX

strategy. The operational limts are also used to show conpliance wth the | ow
NX strat egy.

Mai nt enance procedures. In order to show that the facility remains in
conpliance it nust follow and docunent that certain operating and nai ntenance
procedures are followed. In order for our agency to have a reasonabl e



expectation that the facility is in conpliance in the interval s between agency
i nspections, the operation and nai ntenance procedures need to be spelled out
in the permt and docunented so that our agency can review the records to
establish the conpliance status of the facility. Infornation on nai ntenance
practices nay include periodic checks on the unit or calibration of specific
paraneters that show that the emssions units wll renain functioning

properly.

Mnitoring. In order for our agency to know if a control strategy is in place,
we need to be able to nonitor whatever data or equi pnent Energy Aternatives
is using to ensure that its low NX control systemis, in fact, working. This
data can include, but is not limted to, an on-site nonitoring system which
may include digital readouts, gauges, or neters. These nonitoring systens and
equi pnent need to be identified in the permt.

BACT Gontrol (ptions

The BACT analysis of the permt application concludes that engi ne gas
recirculation (E®R and intake air cooling are technically infeasible control
options. The BACT analysis states that EQR is not applicable to diesel-fired
reciprocating internal conbustion engines and that no data was available to
indicate NX reductions for intake air cooling. This does not clearly
denonstrate that EQR and intake air cooling are technically infeasible.
Technical infeasibility should be clearly docunented and shoul d show based on
physical, chemcal, and engineering principles, that technical difficulties
woul d precl ude the successful use of the control option under review EXR and
intake air cooling are control options that can be used to reduce NX
emssions fromdiesel engines. The BACT anal ysis shoul d show why these
options are not technically feasible for the proposed diesel engi ne generator
sets.

Additional |npact Analysis

An additional inpact analysis is required under 40 GR 52.21(0) for any
proposed new source subject to PSD permtting for each pollutant subject to
regul ation under the Qean Ar Act. This analysis is a separate requirenent
fromthe air quality analysis required under 40 R 52.21(nm). This
requirenent is necessary in the application review process in order for the
application to be deened conplete. An additional inpact anal ysis assesses the
inpacts of air, ground and water pollution on soils, vegetation, and
visibility caused by any increase in emssions of any regul ated pol | utant
under review fromthe proposed new generators, and from associated grow h.



S ngl e Source Deternination

(he determnation that BPA nust nake is whether the Treasure |sland Gasino and
Resort (Treasure Island) and Energy Aternatives (EA) is a single

source. The permt application states that EA wll ow and operate the
electric generating sets that wll be located on the property of the Prairie
Island Indian Gommunity northeast of Treasure Island. The application al so
states that the electricity produced fromthe units wll be used for (1) peak
| oad nanagenent and (2) backup power for Treasure Island, and that any
electricity produced by these units wll not be sold for distribution. S nce
EA owns the units and Treasure Island wll use the units, the followng
gquestion nust be answered: Are EA's engine generators and Treasure Island a
single “source”, as defined in 40 OR Part 52. A so, according to BPA's
preanble to the Anal Rule for Part 52 published in the August 7, 1980,
Federal Register (45 FR 52695), if the generators constitute a support
facility to Treasure Island, then the generators and the Treasure |sland
facility nay be one “stationary source” wthin the neaning of 40 GR Part 52.

A “stationary source” is “any building, structure, facility or installation
which emts or nay emt any air pollutant subject to regul ation under the
Act.” 40 R 52.21(b)(5). A “building, structure, facility, or installation”
is “al of the pollutant-emtting activities which belong to the sane
industrial grouping, are located on one or nore contiguous or adjacent
properties, and are under the control of the sane person (or persons under
common control).” 40 OFR 52.21(b)(6). The generators EA proposes to construct
wll be contiguous or adjacent to the Treasure Island Resort and Gasino.
According to 40 OFR 52.21(6), pollutant-emtting activities shall be
considered as part of the sane industrial grouping if they belong to the sane
“My or Goup”, which neans they have the sane two-digit Sandard Industrial
Qassification (SO ode. The two-digit SC code for EA's generators is 49
which is the ngor group for electric services, and Treasure Island’'s is 70
for hotels and notels. Therefore, the generators and Treasure Island are not
part of the sane industria grouping.

However, EA's generators nmay be considered as a support facility to Treasure

I sl and based on control, in which case, the generators and Treasure |sland
woul d be considered one stationary source. According to 45 FR 52695, *“each
source is to be classified according to its prinary activity, which is
determned by its principal product or group of products produced or
distributed, or services rendered. Thus, one source classification
enconpasses both prinmary and support facilities, even when the latter includes
units wth a different two-digit SC code. Support facilities are typically
those which convey, store, or otherwse assist in the production of the
principal product.” A source facility relationship is determned based on a
nunber of factors, which include financial, functional, contractual, and/ or
other legal factors. Such relationships are usually governed by contractual,
| ease, or other agreenents which show how the facilities interact wth one
another. Based on the permt application, we presune that EA's generators are
a support facility, and should be treated as a single source together wth the
Treasure Island Resort and GCasino. To overcone this presunption, you nust
provide information (i.e., a contract or simlar agreenent) explaining the

rel ati onship between Energy Alternatives and Treasure Island that shows
otherwse. This infornation should clearly



show that, under no circunstances, wll the Treasure Island Casino or the
Prairie Island Indian Gonmunity control the diesel generator sets.

Qur office has dealt wth and responded to a simlar situation in the encl osed
August 25, 1999, letter addressed to WIliam Baunan at the Wsconsin
Departnent of Natural Resources. The HEPA al so responded to issues regarding
support facilities and common control in the encl osed Septenber 18, 1995,
letter to Peter R Hanbin of the lowa Departnent of Natural Resources.

If you have any further questions on this letter, please contact Shaheerah
Fateen, of ny staff, at 312) 353-4779.

S ncerely yours,
/sl

Fobert B Mller, hief
Permits and Gants Section

Bncl osur es
cC: E Fairbanks, BPA Environnental Liaison for Mnnesota Tribes

Juie E Mller, Labno Environnental, Inc.
Heather Wstra, Prairie Island Gommunity Gounci l



