Report 04-1

February 2004
2 el -
L :S‘PS{Q.
K Rl 5 e SFLALRD al

T A ¢ 080, .
::f(_mg)\m\.& e N

An Evaluation

Air Management Programs

Department of Natural Resources

- K.




04-1
February 2004

An Evaluation

Air Management Programs

Department of Natural Resources

2003-2004 Joint Legislative Audit Committee Members

Senate Members: Assembly Members:

Carol A, Roessler, Co-chairperson Suzanne Jeskewitz, Co-chairperson
Robert Cowles Samantha Kerkman

Alberta Darling Dean Kaufert

Jeffrey Plale David Cullen

julie Lassa Mark Pocan
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February 26, 2004

Senator Carol A. Roessler and

Representative Suzanne Jeskewitz, Co-chairpersons
Joint Legislative Audit Committee

State Capitol

Madison, Wisconsin 53702

Dear Senator Roessler and Representative Jeskewitz:

We have completed an evaluation of the Department of Natural Resources’ {DNR’s) air
management programs, as requested by the Joint Legislative Audit Committee. DNR
administers two separate permitting programs for controlling air pollution at 2,219 stationary
facilities in Wisconsin: the operation permit program and the construction permit program. In
fiscal year 2002-03, expenditures for all air management programs—including permitting,
monitoring, vehicle emissions, and enforcement—totaled §17.9 million, including $13.3 million
in salaries and fringe benefits for 184.0 full-time equivalent employees.

As of June 30, 2003, DNR had issued operation permits to just over half of the facilities required
to obtain them. Although 1,128 permits have been issued since 1995, the number of facilities in
the backlog was 1,091. Wisconsin is among the slowest states in the nation to issue operation
permits, and it is the slowest among midwestern states. The Legislature recently passed 2003
Wisconsin Act 118 to streamline the permitting process and increase the number of permits
issued in a timely manner. We have included additional recommendations for streamlining the

- operation permit process;

Although DNR has generally met statutory and administrative code timeliness standards for
issuing construction permits—which are needed for new construction or facility modification—
we found 40 construction permits, or 29.2 percent of all pending applications, have been
backlogged for at least two years. We recommend changes to streamline the process and issue
construction permits in a more timely manner.

We also found numerous examples where program management could be improved, including
better emission fee billing, issuing completed permits, obtaining applications from required
facilities, issuing renewal permits, inspectin g facilities, and consistently following federal and
state enforcement policies.

We appreciate the courtesy and cooperation extended to us by DNR staff. The agency’s
response follows the appendices.

Respectfully submitted,
Ve At

Janice Mueller
State Auditor

IM/PS/ss




Wisconsin is among the

slowest states in th_f;
nation to issue major
operation permits,

The process for
issuing construction

- permits could be
further streamiined,

DNR does not consistently
follow federal and state
enforcement guidelines.

Program management
needs improvement.

The Department of Natural Resources (DNR) administers state and
federal air management programs that regulate the emission of

- pollutants that have been linked to health problems in humans, as

well as to smog and acid rain. As part of this responsibility, DNR is
required to ensure that the 2,219 utilities, factories, and other

stationary facilities it regulates are complying with the terms of their

permits, and to monitor air quality throughout Wisconsin.

Representatives of regulated facilities contend that complying with
Wisconsin's air pollution regulations is onerous and expensive, while
representatives of environmental groups believe too little is being
done to ensure compliance with state and federal air pollution laws.
In response to concerns about the time DNR takes to issue perimits,
the fees regulated facilities are charged, the extent to which the State

. regulates air pollution beyond federal requirements, and DNR's

approach to regulating sources of air pollution—and at the request of
the Joint Legislative Audit Committee~we analyzed:

'®  permit .badkiogs, including the amount of time taken to issue

operation and construction permits;

*  the amQunt of ime other states require to issue operation and
- construction permits;

* the equitableness of fees assessed to regulated facilities emitting
varying amounts of pollutants;

* the extent to which Wisconsin has expanded upon regulatory
requirements prescribed by federal law;
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*  air quality monitoring efforts by DNR staff; and

» compliance and enforcement efforts.

Operation Permits

As shown in Figure 1, as of June 30, 2003, DNR had issued operation
permits to 50.8 percent of the 2,219 facilities that had applied for
them, including:

»  64.4 percent of federally required “major”
permits, which have the highest potential air
pollution emissions;

» 735 percent of federally required “synthetic
minor” permits, which have lower potential air
pollution emissions; and

» - 8.2 percent of state-required “minor” permits,
which have the lowest potential air pollution

emissions. : . .

In tota1,1,128 permlts were fis_ésu__ea'but 1,091 were backlogged.

: Figure 1

' -Qpératidri".Pérn_ii.t_.s"._ls'su'ed as.'of-jl-xihé:__3b,f-_2(.}:03'

Number.of ) .
Facilities - . - oy

500

Miajor ' Synthetic Minoe
Minar

Under the féd_e_ral Cléa_ﬁ'Ai‘r Act, Wisconsin was required to issue
operation permits to all major facilities by March 1998. However,
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- Wisconsin issued only 64.4 percent of its major operation permits by

- June 30, 2003; the Jowest: percentage in the Midwest. By comparison,
- 80.9 percent of major permits-had been issued nationaly.

2003 Wisconsin Act 118, which-took effect February 6, 2004,

streamlines DNR's operation permit program and may help to

address the permit backlog. DNR has also made several revisions to
+its plan for issuing operation permits and now anticipates issuing all
federally required major permits by January 2005. No deadlines

. have been established for issuing either synthetic minor operation
. __permits or minor operation permits. We make several
. recommendations to further streamline the operation permitting

process.

 Construction Permits

~Wisconsin statutes anid administrative rules require DNR to issue
permits for new construction and facility modifications within
~specified time limits. DNR does not adequately track the time it
- takes to issue permits, but we found that, based on a random sample
- of 88 construction permit applications, DNR met statutory deadlines
for 86.4 percent of construction permits issued. However,
29.2 percent of all construction permits pending as of June 30, 2003,
~had been backlogged for at least two years. DNR officials indicate
that construction permits can become backlogged because some
- projectswill be undertaken in the future, and permits for electrical
. generating facilities require approval from other regulatory bodies.

- Because DNR has substantial flexibility in determining when an
. application is deemed complete and the statutory clock begins, we
analyzed the time taken to issue permits from the dates applications

. were received. For the 88 permits in our sample, the median time

 was 1035 days, including 52 permits issued within 120 days and 9
‘that took longer than one year.

2003 Wisconsin Act 118 reduces the time DNR is allowed for issuing

~ construction permits. We make several recommendations to further

streamline the construction permitting process.

o _Aﬂ;l_itiqria}l_f_State Requirements

. Wisconsin has expanded on federal air management requirements in
two primary areas. First, Wisconsin regulates 293 more hazardous

- air pollutants than required by federal law. Of these, 94 were

reported emitted by Wisconsin facilities in 2002. Three of five other

midwestern states also exceed federal requirements for regulafing

~hazardous air pollutants.
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- Second,- Wisconsin facilities with potential emissions below federal
requirements are generally required to obtain state-mandated minor
- operation permits: Asof June 30, 2003, 687 facilities had applied for
minor operation permits, but only 56 of these permits had been

o E“fgrcement Efforts

" The number of facilities DNR inspects annually has generally
~ declined over time, from 470 in fiscal year (FY) 1994-95 to 276 in
“ FY 2002-03. DNR's records indicate that 15.0 percent of facilities
have never been inspected.

- Inaddition, DNR has failed to follow its own policies regarding
" enforcement against facilities that apply for construction permits
. after work is already complete, or against facilities that do not
" submit timely compliance certifications. We also found that DNR
_does not consistently follow federal policy in taking enforcement
actions for high-priority violations. We make several
_ recommendations to improve DNR's enforcement efforts.

: Pregram :'Man agement

‘We identified a yatiern of significaht deficiencies in DNR program
- management,including: - - .

" failing to identify 71 facilities that were required
' toapply for operation permits although DNR
' records indicate they did not, and failing to have
*‘documentation for why an additional
' 175 facilities may be exempt from permitting;

» failing toissue 113 operation permits even though
they had already completed a public comment
period and could have been issued, including 106
that could have been issued before June 30, 2002;

= _failing to ensure that 49 facilities applied for
" renewal operation permits when required; and

» having no explanation for why 232 facilities have
not reported emissions or paid emission fees,
billing 11 facilities approximately $21,000 when
they should not have been billed, and failing to
bill 13 other facilities approximately $27,000.
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In addition to the program and policy changes that recently took
effect under 2003 Wisconsin Act 118, a number of proposed

changes in federal law could also significantly affect the State’s air
management programs, Regardless of changes already enacted at
the state level and additional changes that may result from efforts to
modify federal requirements, DNR program management will need
to be improved if Wisconsin’s air management goals are to be
accomplished.

Recommendations
Our recommendations address the need for DNR to:

B correct annual emission fees billing errors (p. 25);

B assign addjﬁonai_péfrrﬂt engineers. to issue operation permits in
the Southeast Region (p. 41);

further streamline the operation permit program (pp. 41 and 44);
ensure facilities have properly applied for permits (p. 46);

issue completed permits (p. 46);

BE 8 &8 "

ensure facilities apply for renewal operation permits p. 48);

..m

revise the expedited review process for construction permits

p-61);

=

further streamline the construction permit program (p. 63);

8

improve the facility inspection process (p. 70);

M improve compliance with federal policy for high-priority
violations (p. 72);

¥ improve the compliance certification process {(p. 73);

M identify after-the-fact permits and take appropriate enforcement
action {p. 74);

M establish additional performance measures ( p. 79);
improve its data systems (p. 80); and

M report to the Joint Audit Committee by September 1, 2004, for
follow-up (p. 81).




Regulatory History of Air Pollution
Effects of Pollution on Human Health
Hazardous Air Poflutants

Air Monitoring Efforts

__ DNRoversees two " DNR regulates stationary sources of air polltion through two
regulating stationary T T
. sources of air pollution.  x _ the operation permit program, which requires
L  facilities to obtain permits to continue operations;

= _the construction permit program, which requires
facilities to obtain permits before beginning new
~_construction or making facility modifications that
_may have an effect on air quality.

DNR’s stationary source air pollution permits limit pollution
emissions by, for example, placing restrictions on manufacturing
processes, requiring the use of pollution-control devices, restricting
facility expansion or modification, and specifying the raw materials
that may be used in manufacturing. Permits may also require
facilities to conduct emissions monitoring and to report regularly
to DNR. In addition to issuing permits, DNR is responsible for
ensuring regulated facilities comply with federal and state law and
monitoring changes in air quality.

- In March 2002, we completed an evaluation of Wisconsin’s vehicle
emissions testing program, a federally required program to
reduce air pollutants generated by motor vehicles that is jointly
administered by DNR and the Department of Transportation. Qur
current review focuses on stationary sources of pollution. We
analyzed state and federal laws; guidance documents prepared by
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Our review was
hampered by incomplete
and inaccurate data
maintained by DNR.

in 1985, Wisconsin -ﬁrs_t .

required facilities to

. obtain

._ope(atfqn

' permits,

the United States Environmental Protection Agency (EPA); DNR
policies, procedures, and work plans; and program budgets,
expenditures, and staffing levels, including an analysis of how DNR
staff report their time on air management activities. We interviewed
DNR staff; EPA officials; other states’ air management program
staff; and representatives of business, industry, and environmental
organizations. We surveyed facilities regulated under DNR’s air
management programs and analyzed DNR’s electronic databases
relating to permitted facilities and regulatory oversight.

It should be noted that our review was hampered by incomplete and.-
inaccurate data maintained by DNR. As a result, we spent a
substantial amount of time improving the quality of the data needed
for our analyses.

' Regulatory History of Air Pollution
Stationary sources of air..pollﬁﬁénfhé.{zé beenregulated in Wzsconsm

since 1961, when Milwaukee County exercised its statutory
authority to adopt rules for visible particulate emissions. The federal

" Clean Air Act of 1970, which created the first significant national

__implemented Wisconsin’s first statewide air pollution control
' program. The State has since made many changes to its air pollution
' program. For example, state law first required stationary facilities to
. obtain’operation permits that define emission limits in 1985, and ..
- regulations for hazardous air pollutants were first prescribed by © <
~ DNR’s administrative rules in 1988. Others changes were required

_'by"_.f_éd_:e_fal_i law, including various amendments to the federal Clean

" Air Act. Appendix 1 provides a time line for the regulation of

stationary sources of air pollution from 1961 though 1994.

:' To complyW1ththe federal CIeanAlr Act Amendments of 1990, the
Legislature eri'a_t:t_e_f_d'-lf)?l Wisconsin Acts 269 and 302, which:

» required an operation permit for many stationary
' sources of air pollution;

._ . '__ésté?ﬁéliés_'héd a federal iﬁagé_ir_d'ous air pollutant

program; and

*  established permitting requirements that are more
stringent for areas that do not meet federal air
quality standards. '




Federal law established

six pollutants that are
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- The Clean Air Act Amendments require Wisconsin to develop a
state implementation plan for approval by the EPA. The planis a
collection of documents and regulations that identifies measures to

~control emissions of regulated pollutants and demonstrates how the

‘State will attain national air quality standards. The EPA granted

-+ Wisconsin preliminary approval of its operation permit program in

“March 1995, and final approval in December 2001.

Effects of“:l’.n!:ltititm on Human Health

Federal law has established six “criteria” pollutants that are the
primary components of air pollution. As shown in Table 1, these

the primary components - polliutants are generated by a variety of sources and produce
_of air pollution. negative human health effects: They also cause environmental
- problems such as smog and acid rain.
~-Table 1> -
o _?#_cieral_'C_r':i_ter'ia__Pd_ﬂu'ta'rits_
' - ' E:xamples of Potential Hurnan
| Pollutant Examples of Pollution Sources Health Effects

Sulfur Dioxide -

Pa_r;icé_ia'te_ Matﬁer_. .

* Carbon Monoxide.

Ozone

Nitrogen-Oxides

' L_éad -

~ - Combistion 'o'f_;_f:d_s"_siiifa'gls_.'_3 e “Lung inflammation, aggravation of

. asthma, and development of allergies

.;C_ombu_s_ti_or; c)_f wood and fossil Increased lung cancer risk,
fuels _ _ cardiovascular disease, increased

- susceptibility to lung disease,
bronchitis, and reduced lung growth
An:children-

_' .Combu};ﬁiéh”éf_f;'}_é:si_l fuels ' _Card?qﬁascuiar disease

Power plant emissions and Increased susceptibility to lung
vapors from paint, industrial disease, bronchitis, reduced-lung
- foatings, and gasoline . growthin children, and aggravation
of asthma
- Combustion of fossil fuels © —  Increased susceptibility to lung

disease, aggravation-of asthma, and
. ether.respiratory diseases

Metal smelters ahd_ battery’ © ' Damage to adult nervous system,

" ‘manufacturing” x kidneys, and reproductive systems,

and damage to fetus development
_ resulting in learning defects
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. Recent research studies that have linked these pollutants to negative
© health-effects include:

» | :a two-year study published in 2001 by private

“‘and publicinstitutions, including the Centers for

. Disease Controland Prevention, which concluded
that exposure to carbon monoxide and sulfur
dioxide pollution increased the risk of low birth
weights for pregnancies in six northeastern

- United States cities; -~

. a2002 American Cancer Society study of medical

...data for 1.2 million adults, which concluded that
- elevated levels of particulate matter increased
rates of lung cancer and cardiac disease by

4 to 6 percent; and . : '

« astudy of the effects of ozone on Wisconsin
children, conducted by the Department of Health
and Family Services from 1995 to 1999, which
estimated that between 13,900 and 38,600 children
statewide experienced lung damage from ozone
and that 43 children were admitted to hospitals

“due to high levels of particulate matter pollution.

An area that fails to rﬁ'eet. federal air quality s’tanda:'r.('ig for any of the

. six criteria pollutants may be designated a “non-attainment” area by

* the EPA. The air pollution control agency—which in Wisconsin is

Six southeastern
Wisconsin counties
currently do not meet
the federal ozone

. standard.

DNR—must then develop a plan to meet federal air quality
standards. This plan may include testing automobile emissions,
requiring more effective emission control technology for stationary

. _facilities, and limiting the construction of certain sources of

pollution. Large facilities that engage in construction or modification
must obtain “emissions offsets” of the pollutant for which the non-
attainment area is classified before their projects begin.”

Figure 2 shows six counties in southeastern Wisconsin that are
currently designated federal non-attainment areas for ozone, as well
as five additional counties that may become non-attainment areas

. under a new, more stringent federal ozone standard to be
implemented in 2004. Four of these additional counties—Door,

Kewatinee, Manitowoc, and Sheboygan—were proposed as non-
attainment areas by the Governor in July 2003. In December 2003,

" _the EPA made a preliminary recommendation that also included
Jefferson County as an ozone non-attainment area. The EPA’s final
- designation of Wisconsin's non-attainment areas under the new

ozone standard is expected to be announced in April 2004
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Figure 2

-Ozone Non-Attainment Areas

[[] Areas in Attainment
Froposed Non-Attainment Argas
‘Existing Non-Attainment Areas

MORTHERN

1. WEST-GENTRAL

i p—

- §OUTH QENTRAL -

Alr quality has Seventeen other areas in Wisconsin-—including counties, cities,
improved in 17 former  towns, and villa ges—were at one time non-attainment areas because
non-attainment areas. levels of four criteria pollutants—particulate matter, sulfur dioxide,

- carbon monoxide, and ozone—failed to meet federal air quality
standards. However, as shown in Table 2, these areas met existing
air quality standards by 2003. DNR staff attribute these air quality

~ improvements to the use of less-polluting gasoline, better pollution-
. control devices on automobiles, and implementation of pollution-
control technologies in stationary facilities.
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-Table: 2

Formet Non-Attainment Areas

Poliutant

Date Area Met Federal

Areas Affected

Air Quality Standard

fune 1989

Particulate'Matter™ 5

it Gty of Beloit
' City of Milwaukee

june 1989

City of Waukesha

“june 1989

© City of Green Bay '.

June 1991

~ Sulfur Dioxide

City of Madison

‘December 1986

City of Milwaukee

- june 1993

“City of Rhifelander

fanuary 2001

- “Town of Rib Mountain

uly 2002

“Village of Brokaw -

" Noverminds 1986 S

Village of Rothschild © .

7 july 2002

july 2002

july 1990

Carbon Monoxide:

City of Milwaukee

~Door County.

© April 2003

.- :Ozone .

" Manitowoc County B

©August1996. 1 .
April 2003 o

. Sheboygan County

August 1996 o

;. Walworth County

August 1996

Hazardous Air Pollutants

"In addition to the six criteria pollutants, fedézfél_ Jaw also regulates

188 hazardous air pollutants that include benzene, chloroform, and
* phosphorus. The health effects of hazardous air pollutants range

limit emissions.

from irritation of the eyes, skin, and respiratory system to cancer.

* Under federal law, if a facility has the potential to emit 10 tons of
any single federal hazardous air pollutant annually, or a combined
total of 25 tons of these pollutants annually, the facility must comply
‘with federal standards, which may ‘include implementing controls to
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Wisconsin regulates . Wisconsin air pollution laws exceed federal requirements in the area
o @93 hazardous air. . . of hazardous air pollutants. Through administrative rule, a state-
pollutants that are not . . mandated program regulates 293 more hazardous air pollutants
«regulated under. . . than required by federal law, including sulfuric acid, nitric acid, and
. federal law. . . iodine. However, as shown in Table 3, only 94 of the 293 hazardous
S e airpollutants regulated exclusively under state law, or 32.1 percent,
o were reported emitted in. 2002.:In contrast, 92 of the 151 hazardous
+ vairpollutants regulated under both federal and state law, or
60.9 percent, were reported emitted in 2002. It should be noted that
additional hazardous air pollutants may be emitted at levels below
- .reporting thresholds. -

Regulation and Emissions of Hazardous Air Pollutants

" Number of Number of
Hazardous Air Hazardous Air Percentage of
B T Pollutants Pollutants Emitted Regulated Pollutants
[:Method of Regulation’ " Requlated = in'2002 ____Emitted in 2002
Federal Law Exclusively 137 o 7 T 459%
_ State Law Exclusively 293 T a4 o321
- Both Federal and-State Law' . . o o W8)o e 92 60.9
Tota! 481 S 203 S SR

' _flrichédes at least 56_;5'01'1_.atants i_h_a% Wé;cé_r%siri regalaiés at a iovs_)e:r faﬁissions:threéhold thanis reqairéd by federal law.,

- AI'EPA Region 5 states—Wisconsin, Illinois, Indiana, Ohio,
Michigan, and Minnesota—require facilities to comply with federal
hazardous air poltutant standards. Four of these states, including
Wisconsin, alsohave state hazardous air pollutant programs that
regulate more pollutants'than federal law does. However, other
‘Region 5 states’ programs differ from Wisconsin’s in a number of
ways. Y
The regulation of - Tor example; the other Region'5 states with state programs employ
hazardous alr pollutants toxicologists who determine, on a case-by-case basis, whether
is handled differently in  facilities are required to implement controls for specific hazardous
other midwestern states. air pollutants. In addition, these states require only certain facilities
to comply with state-mandated hazardous air pollutant regulations,
whereas Wisconsin requires compliance from all permitted facilities
that have hazardous air pollutant emissions above a threshold that
varies by pollutant. For example, only facilities that apply for
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"' Inresponse to

“budget constralnts,
DNR plans to eliminate
17 monitoring sites.

federally required permits may-undergo hazardous-air pollutant

assessments in Michigan, while Minnesota requires certain larger
. facilities, or facilities for which a citizen complaint has been -
received, to undergo hazardous air pollutant assessments, and Ohio
* requires state hazardous air pollutant assessments only of facilities
‘that may-emitmore than acombined total of one ton of hazardous

“air pollutants.annually. In-all three of these states, facilities are
- required to limit emissions if they are found to emit a hazardous air
- pollutant at a level that presents a risk to human health.

In 2003, the Natural Resources Board recommended modifications
to Wisconsin’s hazardous air pollutant regulations that would have
increased the number of pollutants regulated exclusively under state
law by 138, and a separate rule that would have regulated mercury
emissions. The Legislature sent both proposed rules back to DNR for

__revision, where they are currently pending..

Air Monitoring Efforts

Federal law requires states to maintain a series.of monitoring
stations to measure air pollution and air quality. In 2003, DNR
maintained 62 monitoring sites in 35 counties to muonitor carbon
monoxide, nitrogen dioxide, ozone, particulate matter, and sulfur
dioxide. As shown in Figure 3, most of these sites are located in

southeastern Wisconsin, including 12 sites in Milwaukee County,

- where ozone levels are historically high. Western Wisconsin has the

" fewest sites, which are maintained fo provide background data. In- - -

~FY 2003-04, in response to budget cutbacks and a reallocation of o

personnel, DNR announced plans to eliminate eight ozone
monitoring and nine particulate matter monitoring sites, as well as
aircraft flights for Lake Michigan ozone sampling. DNR officials

indicated that the EPA has approved these changes.

TheEPA haiss-_-'c_ie_x.relé.;_)e'd__.aﬁ_ an'qua}lty index that focuses on health’

problems people may experience within a few hours or days of
preathing polluted air. It classifies daily air monitoring results into
one of six categories: good, moderate, unhealthy for sensitive
groups, unhealthy, very unhealthy, or hazardous. Sensitive groups
include people with ailments such as asthma, angina, and anetnia, as
well as older adults and young children. . ..
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. -F_ig_u_r_e..?.,

Air F"nl__!l_ition "Mon'it'o{'_ihg' Sites

. e Cd;z:nf_ies_ with Monitoring Sites
. o bzqné Only ::

o ® Ozone & Other
e

s LINCOIN

._ 12 sites -
Milwaukee Co.

Unhealthy air was
measured in Door,
Kenosha, and Manitowoc
counties in over

3.0 percent of the days
monitored.

Since 1993, Wisconsin has had no days categorized as very
unhealthy or hazardous. However, many of the monitored

. Wisconsin counties had days categorized as either “unhealthy for

sensitive groups” or “unhealthy,” as shown in Appendix 2. Several
counties consistently had higher percentages of days with unhealthy
air. For example, for 8 of 11 years, Door, Kenosha, and Manitowoc
counties had unhealthy air quality for a total of 252 days,
representing over 3.0 percent of the days monitored. In addition,
both Kenosha County in 1995 and Sheboygan County in 2002 had

19 days—representing 10.3 percent of days monitored—with
unhealthy air quality, which was the highest percentage in the state.
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" Another way to measure air quality is to examine the number of

days federal air quality standards have been exceeded. As shown in
Figure 4, ozone levels—which are associated with sunlight and high
teﬁipéra{tdrés%miix'WiscénSiﬁ counties would have exceeded the
EPA’s new, more restrictive ozone standard for a total of 144 days
since 1993, including a high-of 30 days in 1999. Overall, a total of

22 Wisconsin counties would have had at least one day exceeding

the new ozone standard since 1993, including Milwaukee County,
where the hew standard would have been exceeded for 26 days
since 1993/ In addition, Milwaukee County had one day in 1999 that
violated the federal standard for particulate matter.

~ Figure4

Cumulative Days in Which Ozone Levels Have Exceeded New Federal Standard
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“Revenues and Experiditures
Emnission Fees
Staffing

DNR's air management programs have three primary funding

sources: emission fees assessed on facilities that are required to

'~ Obtain operation permits, federal grants, and-construction permit
“fees. Wisconsin’s emission fees have remained unchanged-since

+2001, and.in December 2002 several environmental organizations

- petitioned the EPA to find the State in violation'of the Clean Air Act

- oo for failure to mairitain feesata level sufficient to administer the

- Operation permit program. As a result of conversations they have

* had with the EPA, DNR officials believe Wisconsin will likely be

found in violation, and EPA will issue a notice of deficiency in early
- 2004, which-will identify specific deficiencies and identify remedies
“and sanctions that may be sought. .

- Ouranalysis:shows that emission fees vary significantly among

- midwestern states, and DNR has made efrofsin emiission fee
billings. Although program staffing levels have declined, a recent
- reorganization will increase the number of DNR staff assigned to
issue permits and perform compliance inspections; while it will
reduce the number of staff working on monitoring and
administrative rules related to hazardous air pollutants and

mercury.

Revenues and Expenditures
As shown in Table 4, air management revenues have increased from

$14.9 million in FY 1996-97 to $19.3 million in FY 2002-03, or by
29.7 percent. Emission fees are the largest source of these revenues.

19
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Table 4

Air Management Revenues

Source

Percentage
Change

FY 1996-97 FY 2002-03

Emission Fees'

5 9__, 7455845 _

$ 8,420,321 - 15.7%

2,792,966 4,345,233 556

R 7 — 22
“petroleurn Inspection Fund 1,916,734 " 2,053,284 7.1

" Other? 433,637 856,328 97.5
e T !

Total® ' $14,906,258 $19,339,679 29.7

¥ nchudes fees billed during the fiscal year:

2 includes specialized fees, such as for ozone depleting substances, asbestos sbatemant, and miscellanieous revenues.

L | ;En%ﬁsign fees.are
-established by statute .

and.are currently set at ...

- . $3571pertonof
. pollutants emitted.

“The Clean Air Act Amendments of 1990 require annual emission
. fees fromregulated facilities to cover states’ costs of administering

the operation permit program. In Wisconsin, emission fees are

established by statute.and are currently set at $35.71 per ton for up
105,000 tons per pollutant, with no additional fee for emissions . ... -

exceeding this amount. The construction permit program is funded S

from separate fees that facilities pay when applying for construction

. permits. Construction permit fees vary depending on the level of

.. Expenditures have .

increaséd from
 $14.9 million in

. FY.1996-97 to .
$17.8 million.in
- FY 2002-03.

- modification, type of facility, control technology required, modeling

requirements, and whether an expedited review is requested.

.- As'shown in Table 5, air management expenditures have increased
from $14:9 million in FY-1996-97 to $17.8 million in FY 2002-03, or by

20.0 percent. Salary and fringe benefit costs accounted for the

- majority of expenditures in both years and represented 74.7 percent
- of total costs in FY 2002-03.
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Table 5

~Air'Management Expenditures -

Percentage
Type FY 1996-97 FY 2002-03 Change
Salaries $ 8,293,598 $ 9,902,694 19.4%

. angeﬁeneﬁts 263 3’7]5 s 3 » 81 30 e 29 8 S
Cont factuaiServl{:es e 485 61 : , saoaen 5 S
SuppEtesandSerwc es 949579 1798, (77)
Other 509356 e N

Total 514,871,869 517,842,804 200

' includes 2.0 positions

at Department of Commerce, travel, and training expenditures,

Beginning in 2001,
emissions fees no longer
increased with the
consumer price index.

Emission Fees

As shown in Figure 5, emission fees have increased from $29.30 per

- ton in1994-to $35.71 per ton.in 2001 and thereafter. This is an

increase of 21.9 percent. Between 1993 and 2000, the fee increased
automatically based on the annual change in the consumer price
index and was capped at 4,000 tons for each pollutant. The

‘automatic annual increase was replaced with a fixed fee of $35.71,
“and the cap incréased to 5,000 tons for each’ pollutant, under

1999 Wisconsin Act 9, the FY 19992001 Biennial Budget Act.

Some have suggested that the current fee structure is unfair to

 smaller facilities, because it requires them to pay a higher rate per

ton than facilities Whose emissions exceed the cap. We analyzed the

- most recent emission fees and found that facilities below the cap

emitted 25.3 percent of the billable pollutants but were billed for
41.9 percent of emission fees. On the other hand, 16 facilities with
annual emissions over the'5,000 ton per pollutant cap emitted
74.7 percent of billable pollutants but accounted for 58.1 percent
of the fotal émission fees. As a result of the cap, these 16 facilities

_ _weréﬁ:c:'_t biﬂ_éd’ for a total of 179,156 tons of pollutants and paid
an effective rate of only $16.78 per ton, or 47.0 percent of the

current fee.
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Figure 5
History of Stationary-Source Emission Fees
(Rate per Ton of Billable Pollutants)
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_Environmental  As noted, federal law requires annual emission fees collected from
organizations allege facilities to cover the costs of administering the operation permit
emission fees are  program. In December 2002, several Wisconsin environmental
insufficient to meet . organizations filed a petition requesting the EPA to issue 2 notice of
. program needs.  deficiency against the State for its alleged failure to maintain an
0 emission fee structure that raises sufficient revenue to administer its
_operation permit program. The EPA has not yet responded to this

_petition, but based on conversations with the EPA, DNR officials
 elieve that a notice of deficiency will likely be issued in early 2004.
~ The specific deficiencies to be cited or what remedies or sanctions
will be sought are not known. However, if the State fails to take
“sufficient action to correct program inadequacies, the EPA may
 enact sanctions, including increased emission offset requirements in
non-attainiment areas, the loss of federal highway funds, or the loss
of program approval. If the EPA withdraws approval of the State’s
operation permit program, it has the authority to impose a federally

administered program in Wisconsin.
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- Comparison of State Emission Fees

Air emission fees vary = As shown in Table 6, air emission fee structures vary significantly
significantly among . among EPA Region 5 states, making direct comparisons difficult.
" midwestern states. - For example some states, including Wisconsin, charge all facilities a
T ratethat is based on the numbier of tons of billable air pollutants that
~are‘emitted, while other states charge a flat fee as part of their rate.
Also, some states charge different rates depending on the type of
permit required or the type of federal pollution control technology
standards required. All Region 5 states except Minnesota have
established a maximum fee that a single facility may be charged.

Lo Tables

Coﬁiparison of Emission Fees for Major Facilities in Region 5 States’

E‘state o Fee ... . CaponFee 7
ilinois $18.00 per ton ($1,800 minimum) $250,000
Indiana $1,500 plus $33.00 perton $150,000 in attainment areas

: $200,000 in non-attainment areas )

Michigan $4,485 plus 545.25’per ton 1,000 tons per pollutant to a maximum of 4,000 tons
Minnesota $27.61 perton. . . . . . None . . S :

" Chio _ $36.30 perton .4,0(}0 tons per polfutant _

o Wisconsin 3571 perton 0 5,000 tons per pollutant

' All per ton fees are based on actual annual ernissions except Hiinois’, which is based on emission levels allowed by permit,
According to Hllinois officials, allowable emissions are generally two to-three times:theJevel of actual emissions.

.. To llustrate differences in fee structures, Table 7 shows what two
- hypothetical facilities would be billed in each state. Facility A is
typical of many facilities that are required to be regulated under
- federal law: it emits 100 tons of particulate matter, 100 tons of
_nitrogen oxides, and 20 tons of volatile organic compounds
annually. In Wisconsin, facility A would be billed the second-lowest
‘amount, $7,856. In Michigan the same facility would be billed the
highest amount, $14,440, and in Minnesota the lowest amount,
$6.074. e
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‘Facility B would be one of the largest emitters in Wisconsin: it emits

27,500 tons of sulfur dioxide, 11,000 tons of nitrogen oxides,

2 000 tons -of._particul;ate matter; and 140 tons-of volatile organic

. compounds.In Wisconsin, facility B would be billed the second-

highest amount, $469,229..In Minnesota the same facility would be

billed the highest amount, $1.1 million, and in Indiana the lowest
amount, $150,000 in-an attainment area.

. Table7

Annual Emission Fees for Hypothetical Facilities in Region 5 States

State ~ Facility A B  FaciyB |
lllinéis - § 7,920 to 11,880° $ 250,000
‘Indiana 8,760 : : 150,000 in attainment areas _
. L _ o 200,000 in non-attainment areas
Michigan 14440 185,485 '
Minnesota 6,074 1,149,680
Ohio T Tges2 407,724
. Wisconsin 7856 . 469,229

* gstimated because lilinois determines fees based on allowable emissions instead of actdal emissions.

Since 1996, DNR failed

to bill 13 facilities and

to collect approximately

* 527,000 in fees.

- Billing Errors.

During the course of our evaluation, we analyzed annual emission
fees billed from 1996 through 2003. We found that DNR failed to bill
13 facilities—including 10 from its Southeast Region—that reported
annual emissions at a level exceeding the minimum threshold for
billing. As a result, DNR failed to collect approximately $27,000 in
emission fees, including $8,200 from a single facility.

- We also identified 11 _'faci}itiég,’:_that were inappropriately billed from

1996 to 2003. These facilities were not required to obtain permits and
therefore were exempt from emission fees. As a result, DNR
collected approximately $21,000 in emission fees that should not
have been billed, including $7,500 from a single facility. DNR
regional staff are provided the annual emissions inventory data for
review, to ensure that all facilities are properly billed. However,
neither regional staff nor central office staff identified these errors,
even though they occurred over several years.
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DNR cannot explain why  Finally, we identified 232 facilities that applied for operation permits
232 facilities have not  but have not reported emissions or paid emission fees. Although
reported emissions or many of these facilities may be exempt because their emissions are

paid emission fees. ©  bglow'the reporting threshold, DNR officials were unable to explain
either why these facilities failed to report emissions or why they
should not be billed. Because none of these facilities reported
emissions, we were unable to estimate the potential level of foregone
revenue.

M Recommendation

We recommend the Department of Natural Resources:

» determine which of the 232 facilities are required
to report emissions and ensure that these facilities
pay the appropriate fees;

. _réfund emission fees to the 17 facilities that
should not have been billed: and

* establish procedures fo ensure that all facilities are
billed appropriately in the future.

 Staffing

Program staffing levels.  As shown in Table 8, overall program staffing declined 8.1 percent
| declined 8.1 percent  and staffing for the Bureau of Air Management declined 6.5 percent,
from FY'1996-97t0  from 180.00 full-time equivalent (FTE) staff in FY 1996-97 to
FY 2002-03.  168.25 FTE in FY 2002-03. 2003 Wisconsin Act 33, the FY 2003-05

Biennial Budget Act, further reduced Bureau of Air Management
staff by 11.50 FTE positions. As a result, the number of authorized
F1E positions was reduced from 168.25 to 156.75, or by an additional
6.8percent. - - : '
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: _-Tabie_S |

e ?\,!u_mber-bf.Aﬂ_iiTia_ifi:i_a@i' Air Management Staff
: (Al Funding Sources, FTEs) -

: T . T T T bercontage
Functional Location FY 1996-97 FY 2002-03 Change

- Bureau of Air Manég’erﬁént G S )
B e o
‘Southeast Region T | T agse T Taa00 | GA
Northeast Region . o o [ b ' 1950 147
South Central Region - s e 1500 1875 250
West Central Region : ST w150 13.50 17.4
Northern Region -~ R L 875 700 (20.0)
subtotal . 18000 168.25 (6.5)

Air'.Managemenf-Stajff--_ih'Gthe_r;i_.ncations. - RS
BT e Vi CR s 300(250)
an 2.50 667
T (91?)
e YT
: .-ﬁﬁpﬂﬁm?ﬁﬁtﬁfjﬁ?@ﬂ?m&__ - it o i .. 2.00 200 : 0.0
_ Subtﬂtai R = ™ T .: . . - 2!325 T }575 22 o
Total TR S T O i 20025 18400 . (81

Division of Enforcement and Science

Division of Administration and Technology

Division of Customer Assistaﬁte and External Relations

We reviewed the number of hours DNR staff reported spending on '
various activities from FY 1996-97 through FY 2002-03. In -
FY 2002-03, Bureau of Air Management staff spent the largest
percentage of time, 25.4 percent, on permit-related activities, as
shown in Table 9. From FY 1996-97 through FY 2002-03, the number
of hours spent on permits increased 17.8 percent, while the number
of hours spent on compliance and enforcement activities decreased
16.8 percent.
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Table 9

Air Management Staff Work Effort’
(Number of Hours Reported)

Percentage of  Percentage

Activity FY 1996-97 FY 2002-03  FY 2002-03 Total _ Change
Permits 68,116 80,256 25.4% 17.8%
Administration 58,692 61,404 194 46
o e st e e e
Eomp!iance and Enforcement 63,681 53,0§ 3 168 (]68) o
Planning and Policy Development 28,181 25,944 8.2 79
Mobile Sources - 14476 1,199 3 (22.6)
Other 11,724 11,142 3.5 (5.0)
“Outreach and External Assistance 6,709 6,966 2.2 ) 3.8
Non-Air Management Activities 874 5,426 1.7 5208
Total 316,850 315,921 100.0% ©.3)

¥ Inciudes both full-time employees and limited-term employees,

In August 2003, DNR reorgarized the Bureau of Air Management to
‘more closely align its functions and funding sources. As part of this
reorganization, approximately 21 FTE positions funded by emission
fees were reassigned to new functions within the Bureau. According
to DNR officials, the reorganization will increase the number of staff
assigned to issue permits and perform compliance inspections,

while it will reduce the number of staff working on air monitoring
and policy development, particularly related to mercury, climate
change, ozone, and hazardous air pollutants.
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S Pregram ReQui_reniéh%s

Regulated Sources of Air Pollution

Satisfaction with the Operation Permit Program
Issuance of Operation Permits

Deadlines for Operation Permit Issuance
Deficiencies in Program Management
Renewing Operation Permits

: _ An bperation' .pémr.i't
program is required
by federal law.

" An‘operation permit is intended to consolidate all of a regulated
facility’s air pollution control requirements into a single document.

The type of permit a facility must obtain depends on the amount of

its potential emissions, pollutant type, and whether it is Jocated in

an attainment or a non-attainment area. Like most state and local air
pollution permit authorities nationwide, Wisconsin has not met

. federally mandated deadlines for issuing operation permits.
* Nonetheless, facilities that have submitted operation permit

applications a-x_'_e'aufhorafzed to continue operation while DNR
completes its review, DNR anticipates completion of the remaining
major operation permits by January 2005, nearly seven years after

 the federal deadline. By reducing or eliminating permitting

requirements on some regulated facilities, 2003 Wisconsin Act 118

~will '.i_ik_e}y reduce permitting delays, but_additiqna_l_e_ffmfts will be
~needed to ensure that permits are issued in a more timely fashion.

Program management deficiencies have resulted in facilities failing
to apply for permits and in DNR failing to issue completed
Qpﬁ?_r_a'iip:n Pe:r-mi_.ts‘_ SRR IR ol

 Program Requirements
The Clen Al Act Amendients of 1990 equired st oo i

pollution control agencies to implement operation permit programs
to ensure compliance with federal air pollution laws and to improve

- enforcement. The primary components of a federally mandated

operation permit include:

29
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' Wisconsin's operation
permit program includes
S federal and state

" requirements.

“Major” facilities have

 the largest emissions
potential and must
obtain federal permits
from DNR.

“Synthetic minor”

facilities voluntarily

reduce emissions to

become eligible for

' State permits.

. site-specific limits on the amount of criteria

pollutants and hazardous air pollutants that may
be emitted;

«  emissions tracking and reporting mechanisms;

»  specification of mandatory pollution control
technologies for reducing air pollution;

» monitoring, testing, and record-keeping
requirements to ensure compliance with emission
limits and other air pollution control
requirements;

* requirements for self-reporting violations and
submitting an annual certification that a facility
has met all applicable permit requirements;

S F amechamsmfﬁr makmg the -ierins of a permit .-

federally enforceable; and.

L agm-;a_i fees _!_:Q_bg paid by re_gl_x_iated facilities.

The EI’Alsrespons1b1efcr prbmﬁigating regulations that establish

the minimum elements of the federally mandated operation permit

program and for reviewing, approving, and overseeing state and

' local permit programs. Once federally mandated permit programs
“have been approved by the EPA, state and local agencies are

C responsible for establishing and implementing them, issuing permlts :
to stationary sources of air pollution, collecting fees to cover
" program costs, and ensuring that facilities comply with permit

requirements, Because ‘Wisconsin’s operation permit program also
incorporates additional _s;t?itejrequirements, DNR issues several

types of permifs.

In WLSCOI'LS}R, _féic;_ilitiéé_ mt}x the largest potential to emit pollutants

are known as ”_r_riajo’f"_’ sources and are required to obtain federal
operation permits from DNR. These permits may be enforced by

" either the State or the federal government, but the EPA allows states

to enforce them in almost all instances.

Both state and federal law allow facilities that would otherwise

‘require major operation permits to qualify for less-restrictive
~ federally enforceable state operation permits, which are commonly

called “synthetic minor” permits, by voluntarily reducing emissions
through, for example, limited hours of operation or changes in
materials used in production. Facility operators often prefer this
option, because synthetic minor facilities are subject to less-extensive
inspection and reporting requirements.




“Minor” facilities are
regulated only under

v - state law because their . .
‘potential- emissions are . .
- below federal thresholds. .-
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‘Although most facilities receive permits that are specifically tailored

to their operations, DNR has the authority to issue general operation
permits to categories of facilities that have similar operations and

- emission potentials. These permits contain the same requirements
-+ and conditions as individual permits, but the application and review

process is substantially simplified. DNR has issued general
operation permits for rock and gravel crushers, hospital sterilization

systems, and small heating units.

In Wisconsin, facilities with potential emissions below federal
thresholds, known as “minor sources,” may be required to obtain
state-mandated minor operation permits, which may only be
enforced by the State. This is an area in which Wisconsin re gulations

“exceed the requirements of federal law.

= EFaciiiﬁes maya}sobeexemp’ced fmm the operation permit program,

either because they do not meet the emissions thresholds that

‘require a permit or because of a categorical exemption. Examples of
~categorically exempt facilities include low-capacity combustion

furnaces, grain drying and storage facilities, graphic arts operations,
coin-operated dry cleaners, crematories, laboratories, municipal

- drinking water:facilities, and emergency generators. 2003 Wisconsin

Act 118; which took-effect in February 2004, also requires DNR to
exempt from permitting requirements those facilities that do not

~present a significant threat to public health or the environment. How

this requirement will be implemented by DNR and the number of

. failifies that will be exempted are not known at present.

As ﬁ'e'féd,'ﬁe"ériféﬁé'fér'detérzﬁimhg what type of permit a facility
must obtain depends on the amount of its potential emissions,
pollutant type, and whether it is located in an attainment or a non-

attainment area. For example, facilities located in an air quality
“attainment area are considered major if they have the potential to
st T

* 100 tons or more per year of any single criteria air
pollutant; or- R

-*:-10 tons-ormore per year.of any single hazardous

< airpollutant, or 25-tons or more per year of any
- combinatiorrof the 188 hazardous air pollutants
“that are federally regulated.

In Wisconsin, minor permits are required for facilities that have the
potential to emit:
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» - 40-tons or more per-year of sulfur dioxide or
.. carbon monoxide; :

= 25 tons or more per year of nitrogen oxides,
. particulate matter, or volatile organic compounds;
s Gl - D : o : :

*  more than the limits established for one or more
of the 444 hazardous air pollutants regulated by
“theState. 70 e L R

- All EPA Region 5 states issue major and synthetic minor permits to
facilities that are required to comply with the Clean Air Act, and
four of five other Reglor: 5 states require minor permits for facilities

that emit lower levels of poliutants. The other states’ minor permit
~programsvary significantly. For example:
W .{:)}‘iio.a-xld Tllinois require facilities to obtain minor
- permits at significantly lower emission levels than
Wisconsin's thresholds;- '
- Indiana’s minor permit thresholds are similar to
- or lower than Wisconsin's;
= Minhesota’s minor permit thresholds are higher
. than Wisconsin's;and: -+

“'s " Michigan does not require state minor permits.

In addition:

= minor permits '-genei:ally ‘donot need to be
rénewed in Tlinois and Minnesota, while
Wisconsin, Indiana, and Ohio require renewal;
and

»  in Minnesota, minor operation permits are
required for only three criteria pollutants: sulfur
dioxide, particulate matier, and lead. In contrast,

- Wisconsin, Indiana, lllinois, and Ohio require

. minor operation permits for facilities that emit
any of the six criteria pollutants, if thresholds
are met.




OPERATION PERMIT PROGRAM = = = » 33

Regulated Sources of Air Pollution

As of June 30, 2003, As of June 30, 2003, based on DNR'’s best available information,
2,219 facilities were '3 719 stationary facilities were required to obtain operation permits,
required to obtain a5 shown in Table 10. DNR estimates that 590 of these facilities, or

operation permits. 266 percent, require a major operation permit.

Table 10

Number of Stationary Facilities Subject to Operation Permit Requirements
As-of June 30, 2003 .

Lg' ST synthetic R " Percentage
Region - Major o Minor' - © Minor - Total’ of Total
Southeast 218 . 200 186 614 27.7%
Northeast -~ * 127 155" 200 - 487 - 917
South Central 92 148 125 365 164
West Central 101 136 104 341 154
Northern .. 52 67 72 19 8.6
Portabler - -0 22 0226 10.2
Total S 590 942 687 2,219 100.0%

’ Inchudes general ;)er;:p'i_t_& ERRIAN =
? Portable facilities include road buiiding:

vachinery antd are not assigned to a region.

More than one-quarter  More than one-quarter of these facilities are located in DNR's
of regulated facilities  Southeast Region, including 218 of 590 major facilities (36.9 percent).
are located in DNR's  The higher percentage of major facilities in the Southeast Region is
Southeast Region.  partially due to lower emissions thresholds for major permits in
' non-attainment areas. Stationary facilities are located throughout

Wisconsin but tend to be clustered arounid metropolitan areas,
including the Fox Valley, Madison, and Milwaukee. As shown in
Figure 6, Milwaukee, Waukesha, and Dane counties have more than
100 facilities that have applied for permits.
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" Number of Facilities That Have Applied for Operation Permits, By County
e _ {E)gdyg_iipg:_?oftgpie_Fa'cE!it:i_gs'):_ R

110 or Fewer BE51 to 100

: BAYFIELD i
¢ - EaY¥ito 50 MBMore than 100

ST, LRON

JACKSON

For calendar year 2002, a A total of 1,950 facilities reported air pcllution-_emi_ssions_fdr
total of 1,950 facilities . calendar year 2002, as shown in Table 11. Nonmetallic minerals
reported air pollution _industries, which include gravel and rock crushers and other
_emissions to DNR. . excavating businesses, accounted for the largest number of reporting
- facilities but a small percentage of reported pollutants. In contrast,
_the paper and allied products and the electric, gas, and sanitary
industries, which accounted for approximately the same number
and percentage of facilities, reported 85.4 percent of the statewide
emissions of criteria pollutants.
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 Table 11

Facilities Reporting Air Pollution Emissions
' - Calendar Year 2002
Number of S . - Percentage of
S . - Facilities. Percentage.of Tons of Criteria.  Reported
Facility Type __ _ . _ _ Repbrting Total Facilities _ Pollutants Pollutants
Nonmetallic Minerals 28 11.7% 3,933 0.8%
Fabricated Metal Products ._ 174 89 5,131 0
Fmd e . e o .5 en R
Industrial Machinery and Equipment . 128 - 6.6 - 5182 1.0
Paper and Allied Products 119 6.1 108,671 211
Lumber and Wood Products 118 59 5757 1.1
-Printmg and Publishing - 115 5.9 2,809 0.5
Electric, Gas, and Sanitary Services 106 5.4 330,489 64.3
Petroleum and Coal Products - 106 . 54 4,960 0
Primary Metal Industries - 89 4.6 13,129 2.6
Rubber and Plastics Manufacturing _ 83 4.3 1,978 0.4
hi;;;sportation Equipment Manufacturir;é 64 3.3 : 3,274 0.6
Electronics Equipment Manufacturing 1 2.9 1,412 0.3
. g%one, Clay, and Glass Products 53 u 2.7 8,710 1.7
(Fumitireand Fixtures .~ 5 27 1,20 02
“ Chemical Manufacturing 47 24 2,107 04
Wholesie Trade Goods | o b . P e
'Hospxtafs ancf Heaith Servtces 37 1.9 496 . 0“!
Educational institutions - 24 ‘ 1.2 _ 4,180 0. 8~
Miscellaneous Manufacturing 23 12 ” 290 0. 1.7
Heavy Construction Industries 21 L1 303 O.T
'Othe;r industry’ e P 3’493,,,“_ I
Total 1,950 100.0% 513,887 100.0%

¥ includes al! other facilities, occupations, and establishments not included in categories listed.
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Survey respondents were
shightly more satisfied
than dissatisfied with

- DNR'S operation

" permit program.

satisfaction with the Operation
- Permit Program

To gain an-understanding of regulated facilities’ level of satisfaction
with the operation permitting process, we surveyed 153 randomly
selected operators of facilities that had applied for operation
permits. We received 81 responses to our survey. As shown in
Figure 7, respondents reported the highest level of satisfaction with
the amount charged for emission fees, while costs incurred while
obtaining an operation permit and record-keeping, monitoring, and
reporting requirements had the lowest levels of satisfaction. Overall,
the average level of satisfaction was 2.9, which indicates-that
respondents were slightly more satisfied than dissatisfied with the
operation permit-program. o :

Figure 7

Regulated Facilities’ Satisfaction with the Operation P'érr'nit'"}"»"i'og-i'am

Amount Cha;géci for
Emission Fees

- Amount of Flexibility Provided
by DNR in‘the ApiilicationProcess

Renewing Operatieri Permit

*Level of Detail in Permit
Costs Associated with
Permit Compliance

State-Only Permit Requirements

Complexity of Application Materials

Record-Keeping, Monitering, and
Reporting Requirements

Costs Incurred While Obtaining
- Operation Permit

Very Satisfied

1 2 3 4. ... 5

>
Very Pissatisfled

3.1
Y

Scale: 1 = “Very Satisfled;” Z = “Satisfled;” 3 = “Satisfied with Some Aspects but Dissatisfied with
Others;” 4 = “Dissatisfied;” and 5 = “Very Dissatisfied.”
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Regulated facilities were  In addition to asking regulated facilities about their level of
most concerned with  satisfaction with topics related to the operation permit program, we
record-keeping,  also asked facilities to identify a single topic of greatest concern.
monitoring, and  Approximately 36 percent of respondents identified record-keeping,
reporting requirements.  monitoring, and reporting requirements associated with operation
permits. As shown in Table 12, respondents were least concerned
~about the level of detail in the permit.

Table 12

Regulated Fadilities’ Greatest Concern with the Operation Permit Program

" ‘Number of Percentage of Total

Topic ' Responge,_s _ R_espo_nses
Record-Keeping, Monitoring, and Reporting Requirernents | 29 .36.3%
Complexity of Application Maté;;ials . . 15 . 18.8
Costs of Compiance é}o e
 Renewing Operatin Pem“t . 10 - 125
Costs incurred While Obtaining Operation Permit . : 7 o BT
Stateonly ?e“mt:%qué;é%ems . 4 5 S
-’-"'Emgs'sioh.reeg T | S R R
2

" Level of Detail in Permit

Twenty-six percent of respondents who included written comments
cited the amount of time it takes DNR to issue an operation permit
as‘a concern. Some respondents indicated they will incur additional
costs and will have to rehire consultants to update applications they

- wererequired to submit from 1994 through 1998; because submitted
information is often outdated by the time DNR begins its review.

~ Issuance of .--O_pératié'n Permits

As of June 2003, DNR  As of June 30, 2003, DNR had issued operation permits to
had Issued permitsto . . 50.8 percent of the 2,219 facilities that applied for operation permits.
Just over one-half of . As shown in Table 13, permits were issued to 64.4 percent of the
facilities that applied.  major facilities and 73.5 percent of the synthetic minor facilities, but
- only 8.2 percent of the state minor facilities. In total, the backlog was
1,091. The Clean Air Act allows facilities that have submitted a
timely application for an operation permit to continue to operate
while DNR processes the application. However, the extent of the
backlog raises program management questions.
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L e
o issuanceaf Opera‘honl’erm;ts ;

. ..Asof june 30, 2003,

?\lhmber of
MNumber of Number of Facilities in Percentage
.-|Permit Type . Facilities. permits Issued Backlog Issued

Synthetic Minor' 042 692 250 73.5%

I e s T DB

e 0 2 e
—m om0

- inclu'dé:s.:g'en'e'r'ai pbééﬁm{ permits.” o co
2 40 addition, 52 permits were issued 1o facilities that are no longer in operation.

In 2002, facilities  During the operation permit program’s early years, DNR made a
subject to state minor  priority of issuing synthetic minor permits ratherthan major
permits reported only  permits, because doing so reduced the number of facilities requiring
1.2 percent of total  major permits. State-mandated minor permits were not madea
 statewide pollutant  priotity because there is no federally mandated deadline associated
. emissions.  withthem, and facilities requiring state minor permits typically -
T eporta small percentage of all pollutants emitted annually. In 2002,
" the staté minor permit facilities reported only 1.2 percent of total air "
pollution emissions. 2003 Wisconsin Act 118 will likely reduce the
.. .number of facilities requiring state-mandated minor permits. DNR
~ officials indicate they will defer issuing minor permits until work is - "
.- .completed: onissuing major and synthetic minor permits.

R D’A_VR".{ Sbéthea;ct_.'ﬂégfoﬁ ~As shownin Table 14, DNR has issued major permits to 85.9 percent
' has issued a smaller: - of major facilities in the South Central Region and 82.7 percent of
percentage of permits  major facilities in the Northeast Region, but only 41.7 percent of
than other regions.  major facilities in the Southeast Region. According to DNR officials,

Ciseen i the Southeast Region has fallen behind in issuing operation permits
for several reasons:
“» " -much of the region is a non-attainment arearwiths i
" additional permitting requirements; - ERETE
“ w7 the region contains the largest number of facilities

" and has the greatest operation permit and
) c_orr_ip}iahcé workload; and o
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* many facilities in the region are older and larger
industrial sources that require more complex
_po:l_lutio_n-co;r_ltr_ol solu_t_i:{__)ns.

Table 14

Maj’or and Synthetic Minor Permits is_s_u'_ed to Facilities in Each Region
' Through june 30, 2003

Majur:?éﬁhiis Synthetic Minor Permits’
SR R Percentage
B . Percentage of  of Synthetic
: .. Numberof -~ Numberof  Numberof  Numberof Major Permits  Minor Permits
Region . Facilities _:Permits ssued " Facilities” " Permits fssued ssued issued
South Central - 92 .79 .. 148 91 gsoy 61.5%
Northeast S127 08 135 137 827 84.5
Northern 82 37 0 e 53 712 79.1
West Ceritral 101 68 136 92 1 67.3 67.6
Southeast 218 T 91 e 209 104 a7 49.8
Total 590 380 . 715 47 644 65.9

' Does not include general aperation permits because they are not assigned to a region.

- More time Is spent on  We found that 35.5 percent of facilities in the Southeast Region
... each permit in the ' require major permits, compared to only 23.2 percent in the rest of
. Southeast Region than the state. Because major permits are generally more complicated

. An other DNR regions. . than other permits, they represent additional workload that may
- ' contribute to the Southeast Region’s lag in issuing initial operation
permits. We also found that, on average, permit engineers in the
Southeast Region spend more time per permit than staff in other
regions. As shown in Figure &, the amount of time DNR spent
working on initial operation permits averaged 298 hours statewide,
and 516 hours in the Southeast Region.
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_Ei_gur.e_..s :
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' According to DNR officials, the amount of time needed to issuea

permit is affected by the completeness of a facility’s application; the

" existence of outstanding construction permits; the complexity of the

facility’s operations; whether it i$ subject to hazardous air pollutant
or technology-based pollution control requirements; and negotiating

" with the facility if computer models show that the facility does not

meet air quality standards.

‘We reviewed DNR time-reporting data and found that the average

number of hours pe’f}}érmit declined 41.8 percent statewide, from a
high of 359 hours in FY 1997-98 to a low of 209 hours per permit

in Y 2002-03. In the Southeast Region the average declined

43.9 percent in this period, from 583 hours to 327 hours per permit.
DNR officials expect regional and statewide average permitting time
to continue to decline because work has been completed on the
initial permits for many of the largest and most complicated
facilities.




' Baékloys may hérbpér
efforts to reduce
emissions and achieve

air quality standards.

- Wisconsin is among the
' slowest states in the

" " nation to.issue mafjor
operation permits.

compliance with federal
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If facilities that are waiting for operation permits do not install -
required pollution-control equipment prior to being issued a permit,
the large backlog of permits in the Southeast Region may hamper

 the ait management program’s goal of reducing emissions to

achieve compliance with federal air quality standards. Because
facilities can continue to operate as long as they have applied for a

- permit, there is little incentive for them to request that DNR
expedite processing of their initial operation permits. However,
- without a-valid operation permit, DNR-cannot ensure that a facility

has implemented all of the necessary control technologies to limit

-pollution. Although 2003 Wisconsin Act 118 will likely reduce the
- number of facilities requiring operation permits, and thereby reduce

DNR's workload, we believe that additional steps can be taken to

address the permit application backlog.

o | -.Reccmmendaﬁéh o

We fééérﬁhﬁié&d the Department of Natural Resources:

* streamline permitting requirements for those
minor air pollution sources that will continue to
be required to obtain permits under recent

- revisions to state law; and.

m L assign additional permit 'engineem from other

" regions to.work on issuing operation permits in
- the Southeast Region, to help eliminate the..

-Beg-d!inei--'-for:.Opéra_tibzn Permit Issuance

‘Under the federal Clean-Air Act, the EPA gave interim approval to
- Wisconsin's permit program inMarch 1995, and DNR was to have
* issued all of the State’s major operation permits no later than

‘March 1998. However, as of June 30, 2003, only 64.4 percent of

‘Wisconsin's major permits had been issued, and the State had the

lowest issuance rate in Region 5, as shown in Table 15. Appendix 3
shows permit issuance rates nationally. Overall, 80.9 percent of

-~ “major permits had been issued nationaily. Only six states, the

District of Columbia, and 26 local agencies had issued all of their

major permits as of June 30,2003.
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Table15

o ;M'aibr Permit lssﬁaa_cé Rates in EPA Region 5 States

~ As of june 30, 2003

Number of Percentage of

S S N&mb’er-of Permits - Permits
i State .- Pacilities . . Issued . - issued
iliinofs 728 s CB12%
R = - AR
Michigan - 470 401 853
Minnesota 336 243 723
Ohio :

On December 16,2002, DNR proposed a time line to the EPA for
addressing the permit backlog. DNR proposed to prioritize its future
permit work so that permits for facilities emitting at least 90 percent

. - of the total criteria pollutants in Wisconsin would be issued by
- December 31, 2003; To achieve the 90 percent goal, DNR identified

priority facilities based on their level of reported emissions,

toxicity of emissions, and public interest in the permit. However, -
recognizing that this goal would not be achieved, DNR submiited a
new proposal in October 2003, Under the new plan, DNR estimates
it will finish work on outstanding major permits by January 2005. To
achieve this goal, DNR managers intend to dedicate few resources

o issuing synthetic minor and renewal permits: As.a result, the
‘backlog for synthetic minor permits will remain and the number

of permits needing renewal will increase. In addition, there are
currently no plans to address the backlog of state minor permits.

_Factors Delaying Operation Permit Issuance

In response to growing concerns over delays in issuing operation
permits nationwide, the EPA’s Office of the Inspector General
completed a review in March 2002 of state and local air pollution
control agencies’ progress in issuing operation permits. The
Inspector General evaluated permitting programs in six selected
states, including Wisconsin, to identify the reasons for the delays.
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The Inspector General concluded that the initial issuance of major
“operation permits nationwide was delayed by:

* the need to develop laws and regulations and to

~-#..- the need to update information before permitting
~+-work could begin, because almost all applications
- were received within a short period of time and
- because permitting authorities could not issue
¢+ permifs as fast as‘applications were received;

A :delajfs by -ﬂﬁe EPA in issuing program guidance;

oom ‘prioritization of synthetic minor-.permits over
¢ majorpermits, o

- The Inspector General attributed-ongoing delays in the issuance of
- operation permits to insufficient finding and staffing, overly
~ complex regulations and limited guidance from EPA, competing
- state-priorities, and the use-of ‘operation permit staff to issue
construction permits. R

We identified several factors that influence the amount of time DNR
“takes to issue operation permits in Wisconsin. First, because DNR
. received most operation permit applications from 1995 through

. 1997, it has often been necessary to request additional information -
- from facilities because information in the application is outdated.
- DNR permit engineers have also indicated that many initial
- -applications were incomplete and that the process has been delayed
by requests for additional information from the applicant.

Public hearings can ... - Second, public hearings—which may be requested by anyone—
increase the time needed. ' - ipcrease the time required to issue an operation permit. This occurs
for permit issuance, - not only because the permit engineer must respond to comments
but few permits  made at public hearings before finalizing a permit, but also because
require a hearing.  the time spent preparing for and attending hearings reduces the
amount of staff time available to'work on other permits. Permit
~ engineers have indicated that requests for public hearings occur
- more frequently in the South Central Region. They attribute this
frequency to a more actively engaged public in this region. We were
unable to verify that public hearings occur more frequently in the
South Central Region because DNR was unable to provide reliable
- statistics on the number of permits that went through the formal
hearing process. Nonetheless, DNR staff agreed that only a small
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- percentage of operation permits are taken to a formal public
- hearing: 2003 Wisconsin Act 118 limits public hearing requests to
only those who may be affected by issuance of the permit.

Third, DNR and the regulated facilities often spend considerable
time negotiating modeling resuits. Modeling is conducted to predict
. the effect a facility’s emissions will have on air quality. These
e -negbﬁaﬁons--often result in medifications to operations, including
‘.. the height of stacks or the use of raw materials, so the facility can
-+, meetair quality standards. Every iteration requires DNR modeling
- staff to resrun the models with the new parameters to verify that air
quality standards will be met. From FY 1996-97 through FY 2002-03,
. DNR staff reported they spent.an average of 2,923 hours per year on
modeling for operation permits. .

- Othier Region 5 states allow facilities 1o conduct their own modeling
before submitting an application to the permitting agency. Inmost .~ -
cases, officials verify modeling results without repeating the o

- modeling analysis. In two Region 5 states, officials indicated that

. allowing a facility-to conduct the modeling as part of the application

-+ reduices-the amount of time spent reviewing permit applications and

- “negotiating modeling results. In Hlinois, the permitting authority
established simplified modeling requirements for state-mandated
permits.

... 'Finally, several DNR permit engineers believe that DNR requires too
22 muchinformation inpreliminary: determinations and repeats much |
- of the information found ir a permit. A preliminary determination . .-
" ontains'a comprehensive description of the facility,a discussion of
‘air quality effects and modeling results, and a discussion of
. -applicable federal and state air pollution control requirements. Some
. permit engineers believe they spend unnecessary time writing these
documents and that the length of the permit could be reduced by -
- eliminating the repetition of administrative code language. In
addition, one survey réspondent noted that its permitincluded
40 pages-of redundant language that resulted in unnecessary
- complexity. Cet e : R

@ Recommendation =

" We recommend the Department of Natural Resources:

~ = assess options that would reduce the amournt of
- staff time spent on modeling, including allowing

- facilities to perform their own modeling, or
eliminate modeling requirements for minor
permits;
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* evaluate the armount of information contained in
permits and preliminary determinations, with the
- -goal of eliminating duplicate calculations,
reducing the repetition of administrative code
«. Janguage, and simplifying descriptive language
.+ that duplicates information found in the permit
application; and o

*...encourage facilities to. submit electronic permit
- applications, to facilitate accurate data entry into
- DNE’s information systems.

- Deficiencies in Program Management

During our review, we identified several deficiencies with DNR's

management of the operation permit program. These deficiencies

have resulted in facilities failing to apply for the necessary permits
*and in DNR failing to issue completed operation permits.

_ Failing to Apply for an Operation Permit
o, Weidentified | We identified 71 facilities that were required to apply foran”
| 71 facilities that DNR ooperation permit under state and federal law but did tiot, according
records indicate did not 5 DNR records. As a result, these facilities, which reported emitting
 @PPly for required _ approximately 1,100 tons of pollutants in 2002, may be emitting |
..o permits.  more pollutants than would have been allowed under a pefmit. In .+
et “addition, both federal and state law provide that facilities failing to
- apply for permits could face substantial financial penalties or be
~ .+ closed and may not be afforded the immunity granted to facilities
. -that have applied for permits. DNR officials could neither explain
. .- why these facilities had apparently never applied for permits or why
DNR was unaware of this issue prior to our inquiries.

+We also identified 24 facilities that had applied for operation

~permits but whose applications were not assigned to a permit
engineer for processing or'counted as facilities in need of a permit
for federal and state reporting purposes, either because DNR failed
to properly record applications inits permit database or because
facilities never completed their applications. DNR officials were

- unableto explain how these failures occurred.

Finally, we identified 175 facilities that have not applied for permits
~but have reported emissions of regulated pollutants. While many of
these facilities may be exempt.from permitting requirements
' because their potential emissions do not exceed permitting
- thresholds, DNR was unable to provide documentation that verifies
these facilities are exempt.
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DNR failed to issue

113 operation permits

even though they had
already gone through
. public comment.

'@ Recommendation
o We recommend the Department of Natural Resources:

Ce o verify which facilities have failed to submit permit

applications as required and take appropriate
action; ' o T

= ‘determine which facilities have appropriately

submitted applications but were not placed into
the permitting process or assigned to a permit
engineer; and
» .document.which facilities are exempt from

permitting requirements, and the specific reasons
-for an exemption. . . .-

Failing to Issue Operation Permits

Typically, DNR issues final operation permits shortly after the close

of the public comment period. However, as of June 30, 2003, we

identified 113 draft operation permits that DNR failed to issue
after the public comment period had expired. Among these are

" 106 permits that had been backlogged for more than one year after

the close of the public comment period.

' DNR officials gavemropmnary reasons for the agency’s failure to
" issue these permits. First, in some cases the, responsible permit = " -
‘engineer had left DNR or switchied jobs, and another permit

engineer was not assigned to complete the permit. Second, before

" FY 2002-03, DNR credited engineers for issuing operation permits at
" the time permits went to public hearing, rather than when they were

issiied. The pexmit:engmeers favored this system; however, DNR’s-
failure to follow up on credited but unissued permits demonstrates
inadequate management of permit workload and permit tracking
and suggests a need for improved communication between the
regional permit engineers who prepare the permits and DNR's

central office.

# Recommendation

We recommend the Department of Natural Resources:

«  review the 113 facilities whose permits have been
through the public comment process, to
determine whether the permits can be issued or
whether additional work is needed because of the
delay in issuing the final permit; and






