CLEAN AIR ACT
EXECUTIVE SUMMARY

Issue - The Clean Air Act is the most important envirconmental
law affecting the siting and construction ©of new energy and
industrial facilities. While the Act has caused significant
improvement in the nation's air quality over the past decade,
it has grown through a series of amendments to be an extremely
complex and cumbersome law. It has added substantially to the
buriens of industrv in planning and building zew Zacilitlies eas
well as modernizing existing facilities. As a result, there is
broad concern that the Act will significantly hinder the nation's
effort to revitalize the economy, reduce unemplovment, and
develop domestic energy resources.

Current Status -~ Because authorization for the Clean Air Act
expires on September 30, 1981, Congress must review the Act and
its effectiveness this year. This will be the major environmental
issue debated by Congress in 1981.
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sitions Taken - All industry groups (BRT, aARI, AMC, NCA, CMA,
DA-CRAAP) want e retain the concep: of ambient air ¢ i
However, most believe changes ares needed 1 by
rocess and basis for standards deveslopment. There is unanimous
upport among industry groups to abolish the Prevention of
ignificant Detericration increment system for all but Class I
Substantial support also exists for delaving or deleting
present compliance deadlines. Some groups would also limit
present offset reguirements. Most industry groups endorse a
Available Control Technology reguirement in all areas with
egualing New Source Performance Standards where NSPS exists.
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Conoco Position = Conoco will continue o support vigcrously

the basic goal ©f achieving and maintzining clean air. <Ccnoco's
objective is to streamline the Act's requirements so as to
minimize the need Zor government involvement. Conoco believes
that EPA should be reguired to establish primary ambient standards
which will protect the public against unreasonable risk of adverse
health effects. TFTurther, it believes that the individual states
should have exclusive authoriiy for setting secondary standards
and that these stindarés should be based on cost-benefit aznalyses.

Conoco believes that the PSD classification ané increment system
should be eliminated. NSPS should be regquired for new sources in
such attainment areas and special secondary standards should be
set by EPA for areas previously designated Class I. In non-
attzainment areas, states should be given authcrity to approve on
theilr own rzascnable adjustments tg the SIP and zlternative

compliance schemes such as bukbles and banks. In addition,
Congress should consider extending the rresent compliancs dead-
lines. For emission controls, Conoco bhelieves that the Loweast

and replaced with NSPS or BACT where approgriate. Furthar, new
sources should be "grandfathered" from most new control reguire-
ments once a control method is aporoved f£or that source.

Achievable Emission Rate (LAER) reguirement should be eliminated
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THE CLEAN AIR ACT

ISSUE

How should the Clean Air Act be changed?

BACKGROUND

Federal legislation to control air pollution dates back to
1955. It was the Clean Air Act (CAA) of 1967, though, that first
established a2 comprehensive federal program for dealing with air
pcllution. Congress has amended the CAA several times, most
notably in 1970 and 1977, and has significantly expanded the
scope of the original law.

The Clean Air Act establishes an elaborate regulatory system
to protect the nation's air gquality. The Act directs the Environ-
mental Protection Agency (EPA) to develop National Ambient Air
Quality Standards (NAAQS). It then requires the states to develoDn,
subject to EPA approval, strategies for attaining these ambient
air guality standards. Each state must frepare a2 State Implemen-
tation Plan (SIP) that spells out programs £or controlling, and
in some cases reducing, emissions so that its air will meet the
ambient standards by the statutory deadline. If the SIP is not
approved, the CAA requires EPA to impose specified sanctions on
economic develcopment in that state. In the 1577 amendments to
the Act, Congress revised the established deadlines for attaining
ambient standards. It also adcded a new Prevention of Significant
Deterioration (PSD) program for clean air arsas that were already
attaining the national ambient standards.

In addition to ambient standards, the Act zalso re
es+~ablishment of control standards feor certain emissioc
such as autcmobiles, factories, and power plants. Uniform percenb
age reductions are mandated for automobile emissions. EPA is
reguired to develop New Source Periormance Standards (NSPS) for

new and modified facilities and National Emissicn Standards for
Hazardous Air Pollutants (NESHAPS) for certein hazardous pollutants
for new and exis¥ing sources.

(

The EPA has established NAAQS at two levels: ‘"primary"
standards to protsact public hezlth and "secondary" standards to
protect public welfare; e.g., scils, crops, vegetation, wildlife,
visibility and personal con-o_b. Primary and secondary standards
have been estzblished for six "criteria” po:l"tan;s. suliur
oxides, particulate matter, carbon monoxide, nitrogen oxides,
Qzon {and hydroczarbon precursors to ozone), zand lead. The Act
leaves the states free to adopt more riccrous stzndards if they
choose.

Each state is reguired to desicgnate formallv whether or not
the ambient standards for each pollutant have been attained
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everywhere within its borders. "Attainment areas" are those in
which both primery and secondary standards are met for a given
pollutant. Areas not in-compliance with one or both of the
standards are classified "non-attainment" £f£or that pollutant.

In non—-attainment areas, construction or modification of
major facilities is permitted only under very restrictive condi-
tions. First, any new emissions must be "more than offset"” by
reductions from existing sources in the area. Second, each major
new Zacility must meet the lowest achievable emission rate (LAER).
LAER is defined as either the most stringent standard prescribed
by any state or the strictest level of control of any operating
plant in the nation, whichever is stricter. Third, the fizrrm
constructing the new facility must certify that all other major
sources it owns or operates in the state are in compliance with
SIP reguirements. Finally, the state's SIP must demonstrate
attainment for all applicable ambient standards by December 31,
1982, including emissions Irom new facilities.

If EFA believes that state regulations will not lead +o
attainment of the ambient standards by the statutory deadline, it
can impose severe restrictions, including a2 non-discretionary ban
on further construction of major new sources.

For attainment areas, the PSD program is intended to minimize
the "deterioration" of air cuality. ttainment areas are classi-
fied in one of three classes (Class I, II, or III}). For each
class, the statute sets specific allowable increments for new air
pollution. The increment is smallest for Class I (netional park

and wilderness areas) and largest for Class III. (No areas have

yet been designated Class ITXI, and with the stringent approval
procedures, few are expected.) Major new and modified sources
must demenstrate that they will not exceed +the increment for the
applicable class or the NAAQS. Regulations to date cover only

SO0, and particulates but are reguired for all pollutants regulated

under the Act. Further, such sources are reguired to install
Best Available Control Technology (BACT). The 2ct also includes
provisions to pyxotect visibility in Class I areas. To further

this objective, the EPA is considering regulations which will
result 1n requirements for retrofitting scurces where visibility
impairment has been demonstrated.

PROBLEMS wWiTH THE 2ACT

The nation has seen significant improvements in air guality

over the past decace. Emissicns of certain pollutants such as
sulfur dioxide (503), carbon monoxide (CO), and suspended vartic-
ulates have declined significantly since the 1960's. In addition,

there have been substantial advances in the installation of
abatement technology at existing plants and the design of pollu-
tion controls for new facilities.
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Despite the progress, important problems remain. The Act is
extremely complicated with many redundant £ederal and state
responsibilities. The tangle of regulations will have a signif-
icant impact on the siting and construction of new industrial
facilities and the continued operation of existing plants and may
actually slow down progress toward air quality improvement by
delaying the development of new, cleaner facilities.

Another major concern is that the neeéd for continued subs-
tantial investments comes at a time when the naticn faces serious
economic and energy problems. Congress must balance the need to
insure air guality with other important prioriiies such as revital-
izing the economy, reducing unemployment, improving the balance of
payments, and developing domestic energy resources.

|

. National Ambient 2ir Quality Standards

While the concept of ambient air guality stancdards is sound,
there are some problems with the method ané basis by which these
standards are set. Because oI the importance of NAAQS in the
nation's r guality, a number of proposals have been made to
strengthen the standard setting process.

ba I U

H

mary Standards - The ARct reguires
standards to protect public health w
£

EPA to set

ith an adeguate
gin of safety. However, Congress has provided little
guidance to EPA as to the basis for determining the standard.
For example, it does not deiine the adverse health effects
that the standard should prevenit. DPrasently, any "detaciarle
effect,” nc matter how short term or reversible, can be used
as a basis for determining primary NRAQS. The CARA is egually
unclear as to what is the appropriate margin of safety.

This lack of clear guidance has introduced considerable
confusion to the standard setting process. In the case of
S02 and ozone, for example, this has led to the development
of extremely stringent standards that do not appear to be
supported by the scientific evidence.

2
b
[

Cne proposal is to amend the Act to define the concept
of adverse health effects. This would specify that adverse
health effacts involve more than minor physical irritation
or minor personal discomfort. Secondary standards which are
to be set to protect "personal comfort and well being" among
c¢ther concerns alresady cover these hezl:ih nroblems. One
passible definition of adverse health effects has bheen
proposed by Dr. Benjamin rerris of the Harvard Schocl of
Public Health: "Adverse health effects are medically signizf-
icant physiologic or pathologic changes which are evidenced
by permanent damage or incapacitating illiness to the indéivid-
ual.”
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Beyond the issue of defining adverse health effects,
there is concern that the current approach of establishing
primary standards effectively precludes the Administrator of
EPA from considering other vital national goals. One pro-
posed solution is to use risk assessment procedures to
determine the segments of the vopulaticn that would be at
risk at various pollutant concentrations. {Congress has
already adopted such analysis as part of the regulatory
process for the Toxic Substances Control Act.) The EPA
Administrator could then set standards on the basis oI the
degree of protection needed, after consicdering all scientiiic,
social, and economic aspects of such a determination.

ther proposals seek to modify, rather than replace,
the present methods. If, Ifor example, the current concept
of a threshold and "mergin of safety" is retained in the
law, the Act could be amended to regquire consideration of
economic and social factors in determining wha+ is an "adequate
margin of safety."”

It is important to recognize that such proposals,
despite their merits, will be vigorcusly oprosed on emoticnal
and ethical grounds. Opponents of change will maintain that
with the uncertainty over health effects within the medical
community, it is essential to have the largest possible
margin of safety to insure adeguate proteciicn. They will
reject a definition of health effects founded on the vermanent
damage or incapacitating illness concept as totally inade-
guate. Moreover, thev will argue that such an approach is
unethical because it ignores hesalith problams that have a
long latency period cor that might be passed on uaknowingly
to future generations.

B.-  -Secondarv Standards - Secondary standards are set to
"protect the public welfare. Because these standards also
determine whether an areaz is classified as attainment or
non-attainment, they can have & significant impact on the

-t

siting andeconstruction of industrial facilities.

There are two major problems with the present standard
setting process. First, despite the recional nature of
most welfare issues, e.g., crops, soils, vegetation, visibility
and man-made structures, the standards are set on a2 nation-
wide basis. Individual states can tighten standards but
they cannot relax them even though the welfare issues mav
not be significant in that state. )

The seccond problem involves the consideration of
economic lmpacts. While the CAA states that economic
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concerns should be factored into secondarv standards, it in
fact provides little_support Zor the use of economic analysis
in the standard setting process. The CAA could be amended

to require EPA to conduct formal economic analysis such as
cost-benefit and cost-effective evaluations of proposed
standards. This would vermit a more rational evaluation of
al=ernative approaches to meeting envircnmentzal gozals.

The CAA could also be amended to eliminate national
secondary standards and turn cover responsibility for those
standards to the states. State control would increase the
likelihood that the standards are appropriate for the areas
they are intended to protect. The federal government's role
would then be limiteé to using its technical resources to
prepare a scientifically sound criteria document. Scome
states may decide not to issue secondary standards, thus
eliminating secondary standards in those states. Many
others will promulgate standaxds and some of these state
standards could be more stringent than a federal standard
might have been. This would be similar, though, %o the
present situation in which & state is permitited to set
standards stricter than the national standaxd.

Proponents of a faderal standard maintain that with a
natiocnal standard, most statss will simply adopt it rather
than go through the trouble oI developlng their own. Thus,
a federal standaxd could limit the number of different

secondary standards. As mentioned, though, such a standard

ignores the regional nature of welfare concerns. Others
arcue that secondary standards should be eliminated com-—

" pletely. Politically, this seems unlikelv because there
continues to be strong support for protecting vegetation,

wildlife, and scenic beauty.

Interstate transport of pollutants, as raised in the
debate over acid rain, could cause many people to arcue Zfor
even more strldcent secondary standards. The acid rain
debate could also affect support for the proposal to allow
states discretion over standards. Some will insist
that a2 mechanism, such as EPA mediation, must be ceveloped
to resolve conflicts between states wiih relaxed sitandards
and states downwind which have more stringent standards.

C. Indecvendent Scientific Review - The current methed
used to establish National Amtient Air Qualiity Standards
is the result of the Environmental Protection Agency's
interpretation of the legislative histo

v ¢ the 18970 and
f£forts prior to 1978
to upcate the standards Zor a series of pollutants have
suggested that the procecdure IZor setiing standards needs
revision.

h

1977 zmendments tco the Clean 2ir Act.
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One of the problems industry has had in the past with

- EPA criteria documents is that some of the data included
were based on medical studies which were not scientifically
supportable for effects significantly below the levels at
which adverse health effects could occur. Implicit in many
of the standards are margins of safety which are not identi-
fied and mav prove unnecessaryv. 2Adeguate peer review of the
evidence should be helpful in reducing the controversy about
the medical ané scientific bases for the standards.

One approach would be to establish a committee of
independent scientists, such as one appointed by the National
Academy of Sciences (NAS). This committee wculd prepare a
written evaluation of the relevancy, quality, and accuracy
of each key study or data source contained in the criteria
document. Further, using risk assessment technigues, it
could determine the exposure response relaticnships from
wihich the EPA administrator could then select a standard.

Because the setting of standards is such a crucial part
of CAR, improvements in the administrative procedures used
for setting and/or challenging the standards should be
undertaken. First, in nearly every public proceeding, the
EPA presents material which is represented as material fact.
The present procedure cifers little oprortunity for chal-

lenging the alleged statement of fact. Secondly, those who
want to challenge any adopted regulations in court are
severely limited as to the grounds for such challenges. The

problem could be alleviated somewhat by allowing cross
examination of experts during the rulemaking procedures.

II. Prevention of Significant Deterioration (PSD)

The PSD program is intended to limit as much as possible new
emissions in areas whose alir is presently cleaner than ithe ambient
standards. PSD establishes a strict increment allowance for
emissions from Tiew sources in these areas. The program has
substantial land use impacts and allows little consideration of
other econcmic, energy, and environmental goals. It reguires a
complex, unnecessarily expensive, and time~consuming proccess
which produces siting and facility design decisions of guestionable
economic and environmental value. These complex procedures apply
to urban centers which are in attainment as well &s to pristine,
undeveloped areas. Thus, they can inhibit industrizl growth in

reas of high unemployment.

The increments are not scientifically related to the proiesc-

tion of public health welfarse. Air gualityv would still be protected
by primary standards set on a national basis and secondarv standards
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set by the states, even with the elimination of the increment
system. All new facilities could be reguired to use New Source
vperformance Standards (NSPS) or Best Available Control Technology
(BACT) if the NSPS have not yvet been developed. Approval for
such projects could rest with the states rather than with EPA.

Pristine areas, such as national parks, deserve special
protection because of their unigue Zfeatures. Because these sites
are viewed as national treasurxes, the EPA could set special
secondary standards Zfor these areas. However, outside their
boundaries, the normal secondary standards would apply. Shoulad
conflicts between the two standards occur, the EPA could be given
the power to intervene to protect the park's air guality. The
present reguirements for Class I pristine areas can cause conilicts
with the nation's nesd £for economic and energy development, and
some contend that the designation of such areas should be limited
to naticnal parks.

III. Non-Attainment Regulations

The purpose of the Rct's non-asttainment provisicns is to
insure that states eventually meet the ambient air guality standards.
Un,ort“na;e1y, nmany oI the orocachves and schedules mandated by
the Act to achieve this goal may be delaving rather than expediting
the process. Specz:;cally, the overlapping federal andéd state
authorities and the arbitrary nationwide compliance deadlines can
create confusion and unnecessary delay. Moreover, some consitruction

proposals are subject to both the attainment (PSD) and non-
attainment Dermit review processes bacause the site zay ba attainment
for one poTTu:art and non-attainment £or another. The rasul:t is

a disruption in economic vlanning ané z constrainit to capital
investment in non-attainment regions.

Presently, states are reguired to have an approved SI? that
provides for attainment of primarv standards by the end of 1982
or face a mandatory moratorium on majcr construction. Progress
has bez2n slow beegause every revision of the SIP must be reviewed
and approved first by the state and then the entire approval
process must be repeated at the federal level. Under the law,
all sIP's were to have been approved by July 1979. Zven today,
more than 18 months later, very few SIP's have been given £inal
approval. It 1s clear that mest states will not be able te be in
compliance by the end of 1982. At the very minimum, Congress
could extend the present deadlines.

One cf the stated »purposes ¢f the Act is to vest maximum
responsipility for air gquality control with the states. Authoritv
to adort SIP measures could be given to the states with EPA )
empowered to veto any such measure within 90 days ¢f the state's
action, if it is found toc be inconsisitent with the 2ct. This
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would replace the present cumbersome process that reguires
duplicative federal-state r_1emax’ngs. In addéition, the separate
attainment and non-attainment permit review process could be
merged into a single, state-administered permit review. Such a
raview could include an automatic permit approval process for
routine, non-controversial cases and explicit deadlines Zfor
agency decisions for all permit applications.

Another mazjor concern is that new constructicn in non-
attainment areas 1s severely constirained by the present offset
reguirements. The reason is that offsets are becoming increasingly
scarce as a result of the Act's separate reguirement for retrofit
of existing sources to achieve the ambient standards by the
deadline. With each retrofit, the available supply of offsets is
diminished and they become more expensive to purchase when they
can be located at all. The resulting effect is to inhibit capital
investment in modern, efiicient, and environmentally sound
industrial facilities. One possibility fox dealing with this
situation would be to authorize waiver of the "offset" reguirement
for new or modified sources where no ofiset 1s reasonably available
and other applicable SIP reguiremants are met.

IV. Emission Control Reculrements

A, New Scurce Performance Standards (NSPS) - Wnile the
C2A is premised upcn ambilent stancards, 1t also prescribes tech-
rologv based emission standards, such as the NSPS. Congress
intended NEPS to serve & "technclocgy-Zorcing” role. It also
viewed NSPS as & means to maximize the ovportunitises for new
growth without compremising clean zir goals.

The CAA directs EPA to establish separate technology standards
for different situations: Best Available Control Technology
(BACT) in PSD areas, and Lowest Achievable Emission Rate (I.AER)
for non-attainment areas.

These stanBards apply to major new sources or nodifications
of existing major facilities. While there is little evidence
that the subtle differences between these standards provide
significant benefits in terms of enhanced air guality, the differ-
ences do cause considerable confusion and delay for permit
arplicants. Implementation is further compliczted by the fact
that federal, state, and regional agencies may each diffsr on the
specific requirements.

Zquating BACT and LAER and NSPS
the confusion and delays Wl;hout signi

guality programs in non attainment areas. An addi or
ment could ccome Ifrom g*anc “athering"” new sources that are con-
structed in compliance with NSPS reguirements. Grandfathered

Fr—-n
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sources would be shielded from additional emission control require-
ments during permitting, construction, and for 10 vears after an
operating permit is granted. This would allow them reasonable
amortization of the installed egquipment.

National Emission Standards for Hazardous Ajir Pollutants

B.
(NESHAPS)Y = Air pollutzants foxr which no ambient air gqguality
standard is applicable but which are determined to cause an
increase in mortality or serious illness may be classified by EPA
as "hazazrdous air pollutants.” The CAA, however, provides little
gruidance on how to select those pollutants. Moreover, the. Act
requires NESHAPS to be set at levels that provide "an ample margin
of safety." The present government cancer policy states that

there is no safe level of exposure to a carcinogen, so only a
standard allowing lowest feasible emissions can be established.

More effective regulations could be achieved iI greater
uidance wera given toc EPA azbout what constituted a hazardous air
ollutant ané what factors must be considersd to ccntrol it. These
could include more careful scientific review cf the health cata,
ané a demonstration cf clesar evidence of risk through systematic
isk analvsis.

v. Economics

The Clean Air Act is expected to have a significant adverse
impact cn long—-term econonric growth However, the Act does not
recuire sufiicient consideraticn of economic Ifactors in developn-
inc standards ané regulations. In implementing +he Act, EPA
tyrically compares costs with GNP c¢r other measurses of national
"affordabilitvy" rather than relating costs to guantifiable
environmental benefits. This results iIn minimal review of the

costs anéd benefits of proposec standards, the cost effectiveness
of alternative methods for achweV1ng those standards, and the
impact of the standards on economic growth, eﬂplOVﬁﬁﬂL, develop—
ment of energy sgurces and the national balance of payments.
Failure to conduct this type of analysis may rssult in an irre-
versible misallocation of national resources.

The Act could be amended to establish and utilize specific
guidelines =-— incorporating all relevant societal and national
goals -- for use of incremental cost-benefit and cost-sffective-
ness analysis in evaluating all existing and proocsed secondary
air cgualitv standards, technology performance standards, and
other reculations.

VMF 738049
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such as coal, petroleum, nuclear, solar and syvnthetic fuels to
reduce as rapidly as possible the nation's dependence on foreign
energy supplies and the political and economic instabilities they
produce.

Certain provisions of the Clean Air Act have already resulted
in duplicative, needlessly complex and costly permitting reguire-
ments, whicn have delayed or curtailed significant domesti
energy projects, including many necessary modifications to petro-
leum refining facilities. Current PSD and non-attainment provi-
sions are now delaying tertiary recovery of heavy o0il. Develor-
ment of coal resources is constrained by a combination ¢f factors.
In addition to constraints on the mining of coal, siting concerns
over new, coal-fired power plants and New Source Performance
Standards for industrial boilers work to restrain the market for
coal by limiting its potential users.

Considering the capital needs and long—-term planning reguire-
ments of large snergy development projects, such as new coal
mines, power plants, and synthetic fuels facilities, it is all
but certain that the present Act will have a substantizl adverse
impact on these projects cover the next two decades. This is
especially true in the case of ©il shale development, ccal, and
natural gas in the western United States.

POSITIONS OF CTEER ORGANIZATIONS

National Ambient Ailr Quality Standards - 2All groups,
industry and environmental, supporit the retention of the basic
concept of the primary and secondary standards. For primary
standards, scme industry trade associations (BRT, NCaA, AMC, and
CMA) recommenéd that the standard setting process be defined more
clearly in the law so that the standards are set at lavels appro-
priate to protect the public against unreasonable risks of adverse
health effects. API's recommendation is to rstain the present
approcach to standard setting but with benefit-cost and attaina-
bility consideragions included in the determination of the margin
of safety. The National Environmental Development Association-
Clean Air Act Project (NEDA-CAAP) did not take a position on the
primary standards issue. The National Clean Air Coalition,
representing envircnmental groups, argues that the present orocess
should be retained and in no case should economics be considered
in setting »primary standards.

with regaré to secondary standards, NCA, AMC
1 recommend that the states be given sole juris
ga. BRT, 2PI, ané CMA ars ambivalsnt on the 1is
set secondary standards. All the industrv groups recommend +thet
cost-benefit analysis be made an integral factor in the determina-
tion of the standards. The Clean Air Coalition rejects the use

al

)
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0f cost-benefit analysis for secondary standards. t would
reguire EPA to set standards for fine particulates and for acid
rain or its precursors.

All industry organizations believe that the scientific
review process should be strengthened and that a truly independent
panel should be appointed to review the scientific evidence
considered in the development ©OI the standards.

Prevention of Significant Deterioration - The 3RT, NCA,
API, AMC, CMA, and NEDA-CAAP recommend limiting PSD increments to
Class I areas only. They urge that major new sources be recuired
to use BACT or NSPS when it has been issued and to meet the
NAAQS. The Clesan Air Coalition wants the present PSD program
retained as is.

Non-Attainment Rreas - The BRT, API, CMA, NCZ&, andé NEDA-
CAAP recommend stretching out the existing compliance deadlines
because they consider the present schedule unrealistic and impos-—
sible to meet. They also urge that the preconstruction review of
new facilities be limited only to large projects. In aédition,
these groups recommend that EPA be allowed to waive ofiset
regquirements in certain cases. Finally, they suggest that states
should be given g*e=ter discretion to adjust S5IPs without having
to obtain IPA approval

industry ¢rcoups reccm-—

Emission Control Recuirements - Al
mend eguating LAER with BACT and that when NSPS has been vromul-
gated, BACT should be considered identical to the NSPS. In
aﬁﬁ_uﬂon, there 1s unanimous support amconc industry grouss o
¢grandfathering new sources against accltlonal control recuirs
bevond NSPS for .ten vears and for making NSPS e::eculva when
finally approved, rather than when first proposed. The Clean Rir
Coalition supports utility boiler NSPS that requires the scrubbing
of all coal burned in new utility plants.

=23 1
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CONCCO POSITION ¥

Conoco will continue to support vigorously the basic goal of
achieving and maintaining clean air. The nation has seen signifi-
cant improvements in air quality over the past decade and we N
believe this momentum should be maintained. We believe strongly
that the goals of the Clean Air Act should not be abandoned.

Conoco <does Zeel, thoucgh, that the 2Act in iis present form

is overly complex and cumbersome. We believe that the tangle of
regulatzions will significantly ninder the naticon's effcrts zo
revitalize its economy and to develop its energy resources. Our

cbjective is to streamline the regulatory »rocess so as to minimize
the need Zfor government involvement while insuring continued
pcrogress toward achievement of air guality goals.
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National Ambient Air Quality Standards

1. Primary Standards - Congress should reguire that EPA
establish standards which will protect the DLbl*C
against unreasonable risk of adverse heal h effects.
Congress should establish a definition o©of "adverse
health effects."” This definition should specifiy that
"adverse health effects” involve more than reversible
physical irritation or temporary persconal discomfort.
In determining "unreasonable risk," the Administrator
should be reguired to consider the nature and extent of
the risks, economics, attainability of the standards,
and other public interests.

2. Secondary Standards - The Act should be amended to
require explicit analysis of economic costs and benefits
in the develcpment of secondary standaxds.

States should be given exclusive authority for
establishment of secondary standards. The states should
be encouraged, as a matter ci nationzal pclicy, to
consider national, regional, anéd local interests in
setting such standards.

The EPA's role should be limited to (1) develoving
the draft criteria document and (2) mediating conflicts’
between states resulting from the interstaie transoort
of pollutants.
Act should be anmended to &
independent scientific re
_-anaard setting orucnss. Specifica
review panel should be mpowered to agprove or rejeck
EPA's draft criteria docunnnus based on the scientific
validity of the data considersd in the documents. As
part ©of the review process, the panel must allow suffi-
cient time Zor peer review of the document by cutsicde
scientefic experts. After it has approveéd the document,
the panel would establish exposure~response relationships
using the risk analysis methodology. The EPA Adminis-
trator would then use this information to selesct a
f£inal standard.

rrent rulemaking process should be chanced +o

™
L cross examination procedures as part of the
$s when there are disputed issues of material fack.

Y

Prevantion of Significant Deterioraticn

rl
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required (or BACT if NSPS has not been issued) as would
compliance with primary NAAQS and secondary ambient air
guality standards set on a state-by-state basis.

2. For those areas presently designated Class I, the EPA
should set standards to assure that air guality related
values within these areas are reasonably protected.
Visibility regulations should be limited to protecting
vistas within these areas. With the elimination of the
PSD program, Congress should develop a new process
involving environmental, economic, and energy consid-
eration for selecting and protecting the areas that
will be subject to these restrictions.

Non—-Attainment Areas

1. Once the federal EPA has approved a state's SIP, the
state should be given discretion to approve reasonable
adjustments and other modifications to the SIP. The
federal EPA's role should be limited to menitoring
overall progress toward attainment of the NAAQS.

2. The states should be authorized to develop and implement
their own alternative control methods such as bubbling,
banking, and marketable permits.

3. The Congrass should reexamine the present 19882 and 1
compliance deadlines. It should also provide the EP
Administrator the authority to exitend vrimary NAAQS
attzinment deadlines where they cannot be met descits
good faith efforts and where continuing "further
progress" toward attainment can be demconstrated.

987

Emissicn Control Methods

The Act's numerous definitions of contrcl technology
are unnecessarv +to achieve environmentzl objectives but adéd
substantia¥x costs to emission control programs. In addition,
the delays in defining +the control requirements further
increase the cost 0of controls without good reason and
actually delay installation of emission control eguipment.

1. ILAER should be eliminated. Technology-based reguire-
ments should be NSPS where apvlicable, otherwise 3ACT.

2. NSPS should be effective upon the date of £inal promul-~
gaticn rather than retroactive to the date o oroposal.

3. New emission scurces and major modifications should be
exempted from additicnal or changed control reguirements



during permitting, construction and for 10 years aiie
a permlt to operate 1s granted, except when additiocna
ambient or hazardous air pollutant standards are
developed during that periced.

T
1l

National Emission Standards for Hazardous Ailr Pollutants
{RTT "_TA‘DS)
3 -

N ba=e

1. Congress should adopt amendments confirming that the
use of risk analysis procedures and consideration of
economic factors will be an integral part ¢f the regu-
latory process for pollutants with no apparent threshold
(i.e., no "safe" level of exposure). This will provide
statutory support for the approach that EPA has effec-
tively followed to date in establishing NESHAPS for apparent
non-threshold pollutants.

WKN/pmhn

2/26/81

approved bv the Management Committee on February 23, 1281
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| Business Roundtable Case Studies Verify
{/ Economic Impact of the Clean Air Act

When Congress returns from its summer recess, deliberation will
resume in both the House and Senate on the Clean Air Act, which
comes up for renewal at the end of September. Business leaders
and groups have been working hard to inform Congress about the
economic impact of this complex legislation. One of the most
telling pieces of evidence submitted so far is a major study pre-
pared for The Business Roundtable's Environment Task Force, which
is headed by Ralph Bailey.

The study consists of 92 case studies, which illustrate the costs
and delays so often encountered when businesses try to comply with
Clean Air Act regulations. The most comprehensive analysis so far
seen on this subject, the study cledrly indicates the enormous
cost to the nation in lost jobs, lost industrial production, and
unnecessary project delays that can be directly attributed to the
inefficiencies in the Clean Air AcCt.

The report makes these additional points:

* The body of regulations that has grown up abocut the 1970
legislation, in many instances, works against the goals of
the Act. By delaying the start-up ¢of newer, more modern
facilities, the Act is actually keeping in operation older,
less efficient plants that ars far more likely to pollute
the atmosphere.

* The study further indicates that several billion dollars
could be saved by "a more efficient Clean Air Act, without
sacrificing air guality gains.™

* Unnecessary and counterproductive permitting procedures that
have grown up about the Act have become a significant road-
block to orderly, well-planned industrial development.

In announcing the results of the study, Bailey pointed specif-
ically to the harmful impact of the Act's Prevention of Significant
Deterioration (PSD) program. This program was created by EPA

and establishes three different classifications for regions where
air is in compliance with EPA standards, and specifies the amount
of pollution permitted from new plants in these regions.

VMF 738056



But the PSD permitting process has become complex, costly, and
time-consuring, and in most instances is unnecessary since ai
guality is adequately protected by other regulatory controls in
the Act. Baliley called for the scaling down of the PSD program
so that its special protection applies only to truly pristine
‘areas such as national parks.

Two of the case histories used in the Roundtable study were
provided by Conoco. In the first case, Conoco told how it
sought to build a new chemical plant. Rigid interpretations
of Clean Air Act regulations forced the company to apply for
permits and spent $100,000 in technical studies. The company
felt that the new plant would not be a major source of new
emissions, and its EPA permitting problems came about because
the inexperienced agency staff was rigidly interpreting the
regulations.

In the second instance, Conoco's coal subsidiary, Consolidation
Coal, sought to construct an underground coal mine and a surface
preparation plant. Applications for a PSD permit were submitted
in 1978. EPA, in its review of the application, took exception
to some of Cecnscl's data on the impact of the new mine and plant
on the air and called for additicnal field studies. Consol dis-
puted the need for this data. After almost three years of
discussions, EPA reversed its position and decided that a PSD
permit might not be necessary.

Here is a sampling of other case studies ZSrom the Roundtable
survey which indicate the harmful impact of Clean Air regulation
on a broad spectrum of American business:

. The Case of the Long Delav

A company decided to install two new coal-fired burners in a
plant. PSD permits were needed from EPA. The company filed
its f£irst PSD permit application in August, 1978. Eleven
months later, EPA notified ths company that the application
was incomplete. The company submitted an amended application
shortly thereafter. 1In Mav, 1980, EPA £finally approved the
permit, 22 mgnths after the initial submission. By that point,
the company nad decided to build its plant in Canada. The
Canadian government provided the company with the necessary
air permits in two weeks.

. The Case of the Lost Plant

A California manufacturer decided to expand an existing plant

to produce a line of foam packaging. The manufacturer wanted

to introduce the new preduct as guickly as possible to stay
ahead of competition. But meetings with state and federal air
guality agencies soon made it evident that there would be exten-
sive delays while officials reviewed the possible contaminant
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problems with certain chemicals with which they were not entirely ®
familiar. Rather than face these delays, the manufacturer decided

to move the expansion project to nearby Nevada. Permits were

issued in the neighboring state within 30 days. In time, the

various California agencies did approve the use of the chemicals,

put by then the plant was under construction elsewhere.

. The Case of the Small Foundry

Small companies can have as much trouble with Clean Air Act
compliance as large firms. A small, family-owned foundry in
the Midwest built a new furnace with appropriate pollution
controls in the early 1970s. By 1978, the foundry was still
in compliance with state emission requirements. Then a new
carbon monoxide emission test indicated that the foundry was
exceeding the state limit. The foundry is located in an area
where CO emissions are minimal and only fires its £furnace on
an intermittent basis. The foundry says that state and EPA
regulations now call for the installation of emission controls
that would be three times the cost of a new furnace. Such an
investment would exceed the foundry's net after-tax income for
one year.

. The Case of the Dusty Mine

A western mining company proposed to construct and operate a

2 coal mine and preparation plant on leases in southern Utah.

The proposal was opposed by the Sierra Club and other anviron-~
mental groups, arguing that surface mining would produce dust
that would reduce the clearness of the air at a nearby national
park. Although company studies indicated it could control the
dust and "visibility degradation” would occur less than 1 percent
of the time to a degree that was faintly perceptible, the
Secretary of Interior ruled that part of the leasehold containing
approximately 75 million tons of coal was unsuitable for surface
mining.

. The Case of the Unnecessary Permit

In early 1879, a major o0il refiner informed EPA that it wanted
to modify equipment in its refineries to reduce sulfur dioxide
emissions. The company then spent seven months deliberating
with EPA on the PSD permit application, and seven more months
were spent by EPA reviewing the application. Finally, a year
and a half later, EPA informed the company that its project

did not need a PSD permit since the new equipment would clearly
reduce emissions from the plant. The company spent $50,000,

and its engineers and managers f{(along with government reviewers)
spent thousands of hours to determine that the project to reduce
SOy emissions would benefit the environment.

58058



. The Casze of the Last Two Percent

tural g¢gas company wanted to build a small plant

ng gas frem several wells. The plant would cost $5 1
which includeé pollution clean-up eguipment that would ¢

~ nearly 98 percent of the suliiur c“ﬂ'ounds from the gas. EFA

-~ 23

called Zor the installation cf additional eguipment to remcve
he last two percent of sulfur Zrom the gas. The additional
equipment would cost §11.5 million, roughly 20 percent of the
tctal project cost. The company argued that this additional
cost was not warranted, given the small improvement, and would
ultimately have to be passed on to the consumers.

. The Case 0f the l0-~-Year Delav

The efforts by a utility to convert part

1
0o

n electric gener-
=3

£ a
ating plant in the northeast from oil ko cczl have bzen delayed
osver 10 ysars because of disagreements in interpretation of the
Clean Air Act, as well as changes in the legislation. In large
part, the confusion was due to uncertainty at ZPA over the kind
of evidence that wculd be acceptable when measuring the guality

cf discharged gases at the utility. As a resulc, the utility
will not burn coal until at least August, 15853. The utility
estimates that government confusion will incrsase the cost of
a $120 million project to $180 million and has meant a loss aof
$270 millicon in fuel savings to the public.

. The Case ¢f the Lagging Shale 0il Project

An energy development cecmpany is in the early planning stages

for the constructien of an oil shale processing facility in
ncrthwestern Colorado. The start-up of the facility is scheduled
cr 1983, but the energy company doubts it will meet this dead-
ne, primarily because of what it regards as outmoded air guality
asurement procedures. The guidelines reguire "worst case"
sumptions that are highly unlikelv to occur. The company

aims that this kind of interpretation of the Clean Air Act

uld become a significant roadbleck in the dave*oomeuh of a

5. oil shale industry.
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