EPA Flexible Per mit Implementation Review:
Daimler Chrysler Permit Review Report

Sour ce: DaimlerChryder - Newark, Delaware Automobile Assembly Plant
(NAP)

Permitting Authority: Delaware Department of Natural Resources and Environmental Control
(DNREC)

Flexible Permits: Construction/Operation permit (APC-95/0569) issued in September 1995;

and title V air operating Permit (AQM-003/00128) issued in October 1999.
Note to EPA: The initial permit included a nonattainment NSR review
of the new paintshop. While the 1995 permit and the subsequent title
V permit include provisions addressing BACT review, these are not
associated with PSD.

1. BACKGROUND I

General Questions for Permitting Authority
11 Agency name
Delaware Department of Natural Resources and Environmental Control (DNREC)

1.2 Number of major sources (title V)
DNREC reported that there are approximately 87 major sources in Delaware. The State has

received 87 title V permit gpplications, as of July 2001.

1.3 Number of permit actions per year

1.3.a Minor NSR
1.3.b Major NSR
1.3.c Operating permits

. TitleV issuance

. TitleV revisions
1.3.d Other permits
DNREC representatives reported that the agency issues approximately 5-10 major NSR permits per
year and approximately 250-400 minor NSR permits per year in the State of Delaware. Asof July
2001, DNREC has issued 71 title V air operating permits, as well as four renewals, three
cancellations, 19 administrative amendments, and one permit amendment. DNREC has also issued
78 synthetic minor and acid rain permits.

14 Number of permit writers
1.4.a Workload (permit actions per year per permit writer)
DNREC representatives indicated that the agency has approximately 23 permit writers, athough
these personnel aso have inspection and compliance responsibilities as part of their workload.
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DNREC dated that permit writer workload is variable, based on the permit writer’s expertise and
experience, as well as source complexity.

Minor NSR provisions (summary of requirements, citation(s))

Regulation #2: Permits.
Delaware' s Regulation #2 addresses requirements associated with air permitting in the State.

Applicability:

C Permit applications are required for initiating construction, ingtalation, dteration, or initiating
operation of any equipment or facility or air contaminant control device which will emit or
prevent the emissions of an air contaminant over 0.2 pounds per day provided that actual
emissions are quantified and documented, and facility records are maintained to document
the exception.

C Under Regulation #1, a “modification” refers to any physica change in, or change in the
method of operation of, any air contaminant source which results in an emission to the
atmosphere of one or more existing air contaminants.

C For equipment that meets all applicable emissions rates and/or standards without an air
contaminant control device, and actual emissions equal to or greater than 0.2 pounds per day
but less than 10 pounds per day, and to which title V does not apply, acompleted registration
form can be submitted in lieu of an application. (See Section 9 of Regulation #2.)

C Applications for “source category permits’ are also required for specified sources. (See
Section 10 of Regulation #2.)

C Equipment listed in Appendix A of Regulation #2 is exempt.

Requirements:

Registration forms are to contain a description of the equipment covered by the registration; a
description of the nature and quantification of the amount of the emissions from the equipment; and
a demonstration that the equipment meets the emissions rate(s) and/or standard(s) specified. The
registration option ill requires compliance with al applicable State and federa requirements,
including monitoring, recordkeeping, and reporting. Congtruction, installation, dteration, or initiation
may be initiated immediately after submitting to the DNREC the information above. If a any time
the registered equipment does not meet the requirements (emissions limits), operation of the
equipment is to be immediately discontinued until al necessary permits have been obtained. If the
DNREC determines that the registered equipment does not meet the requirements, enforcement
action may ensue.

Sour ce category permit applications are to contain all information required by the source category
application form; this includes certification that the source will comply with al of the terms and
conditions of the source category permit. If the sourceisatitle V source, the source category permit
is to be incorporated into the title V permit by reference via a title V. administrative permit
amendment.

Permit applications are to contain descriptions of : equipment covered by the application; equipment
connected to the equipment covered by the application; the plot plan, including the distance and height
of building within a reasonable distance from the place where the equipment is or will be ingaled;
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the proposed means of pollution prevention or control; the chemica composition and amount of any
waste to be produced as a result of the construction; any additional information, evidence or
documentation to show what the proposed equipment will do; methods and expected frequency of
occurrence of the start-up and shutdown of the equipment; the nature and amount of emissions to
be emitted by equipment, the facility, or an air contaminant control device.

If the applicant desires termg/conditions of the permit to transfer to its title V permit via a title V
adminigtrative amendment, specific certification language must be included in the application (by a
responsible official), aswdl as:

C the citation and description of all applicable requirements that will apply to the equipment,
facility, or air contaminant control device and that will become applicable to any covered
source as a result of the construction, and a description of any applicable test method for
determining compliance with each applicable requirement; and

C certification that the source will meet al applicable requirements on atimely basis.

Emissions rates and/or standards for each air contaminant emitted from any equipment are to be
specified in each permit, consistent with:

C the rate and/or standard established and/or relied upon in the SIP; and

C the rate shown not to interfere with the attainment and maintenance of National and State
ambient air quality standards; or

C the rate requested by the applicant, if no less stringent than the rates above.

Upon completion of the construction, if the permit is not to be incorporated into a title V operating
permit, a request for an operating permit is to be made.

Public participation provisions (summary of requirements, citation(s))
Once a permit application has been received, public participation is to include:

C making the application materias available at at least one location;

C advertising in a newspaper of genera circulation in the county in which the activity is
proposed;

C sending notice of the information by mail to any person who has requested such a
notification; and

C holding a public hearing, if ameritorious request is received within 15 days of the date of the

advertisement or if the DNREC deemsit to bein the best interest of the State. If ahearing
is held, notice of at least 20 days must be provided.

If the permit applicant requests to make the terms and conditions of a permit federally enforceable,
al steps for permit applications listed above apply, except for the public hearing, which must be
requested within 30 days of the date of the advertisement, and which must be scheduled with 30 days
of advance notice.

If the permit applicant requests to allow the terms and conditions of a construction permit be
transferred to atitle V permit via the administrative permit amendment process, al steps for permit
applications listed above apply, except for the public hearing, which must be requested within 30 days
of the date of the advertisement, and which must be scheduled with 30 days of advance notice. As
well, acopy of the gpplication is to be sent to EPA Region 11 for review, followed by a copy of the
proposed permit. EPA has 45 days to object to the permit. If EPA does not object, other parties
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have 60 days after EPA’ s45-day review period to make such an objection. Requirementsare found
in Regulation 2, 25, and 30.

Reporting and feedback mechanisms (summary of requirements)

Annual Emissions Statements. Emissions statement requirements apply to al stationary sources
located in an ozone non-attainment area that emit NO, and/or VOCs. The Emissions Statement is
to contain data eements addressing source identification, operating data, actual emissions data,
control equipment information, and processrateinformation. Each Emissions Statement isto include
acertification of the data. The minimum operating data provided by the source isto include:

C Percentage of annual throughput;

C Hours per day on both the normal operating schedule and during peak ozone season (June
1- August 31);

C Days per week on both the normal operating schedule and during peak ozone season;

C Weeks per year on both the normal operating schedule and during peak ozone season;

C Start time on both the normal operating schedule and during the peak ozone season; and

C End time on both the normal operating schedule and during the peak ozone season.

Minimum emissions information is to include:

C Actual VOC and/or NO, emissions at the process level, in tons per year for an annual
emissions rate and pounds per day during the peak ozone season;

C Emissions method code for estimated or measured emissions (See Regulation 17, page 10);

C Units code to identify the units (TPY or PPD) (See Regulation 17, page 10); and

C Calendar year for emissions.

Minimum control equipment information isto include:

C Current primary and secondary control equipment 1D codes (See Regulation 17, page 11);
C Current control equipment efficiencies, and

C Capture efficiency.

Minimum process rate data is to include:

Annual fuel/process rate (annual throughput if not a combustion process);
Peak 0zone season daily process rate;

Design capacity;

Fuel use data;

Tank data; and

Solvent usage data.
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Annual Emissions Statements are due on April 30 for the preceding calendar year, or more frequently
if requested by DNREC.

Requirements and/or ability to be more stringent than EPA rules
DNREC's Regulation 25, Section 2 requires them to look at instalations (identifiable pieces of

process, combustion, or incineration equipment) in addition to the federal review definition.

DNREC has the ability to have requirements that are more stringent than EPA rules. Another
example of thisisthe Regulation No. 2 construction and operating permit program for minor sources.
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It is described in Section 1.5 “Minor NSR Provisions’ of this report.

Status of initial title V issuance (i.e., number issued, renewed, in process)
DNREC has received 87 title V permit applications and issued 71 title V permits, as of July 2001.

Number of flexible permitswritten and public reaction to them

In addition to the DaimlerChryder permit, DNREC hasissued aflexible titleV permit for DuPont’s
Edge Moor, Delaware facility. Public hearings were not requested for either permit. DNREC has
also issued permits that contain alternate operating scenarios. DNREC representatives stated that
“public reaction [to these flexible permits] has been little or none.”

Air quality status of area where flexible pilot permit was issued
The source, located in Newark, Delaware, isin a severe non-attainment areafor ground level ozone.

Number of inspectionsthat have occurred re: flexible per mit

The following ingpections were conducted by DNREC during the term of the PAL permit (Permit:
APC-95/0569 - Construction/Operation), between September 1995 and October 1999:

. New paint shop pre-operation inspection (2/14/97);

. Regenerative Thermal Oxidizer (RTO) stack test and other stack sampling (1997);
. Powerhouse certification inspection (4/2/97);
. Paint sampling for VOC content (10/1/97);

. Annua permit inspection of the NAP (9/13/98 to 9/21/98).

The NAP was shut down from June 1996 to September 1997 for retooling the facility to produce the
Dodge Durango. Due to the limited nature of facility operations during this period, DNREC
considered the February 14, 1997 paint shop pre-operation inspection and the April 2, 1997
powerhouse inspection to count as the annual inspection for that time period.

An inspection was conducted in July 1999, before the October 1999 issuance date of the title V
permit. Particulate testing for color booths 1 and 2 also occurred at that time. In January of 2000
the powerhouse boilers and paintshop hot water generators were stack tested and in May of 2000
coating samples were taken. In July of 2000 afacility tour was made by DNREC representatives
but it was not considered a formal inspection. DNREC determined that a combination of the site
visit, the stack test, and the paint sampling was sufficient to determine compliance for 2000. From
August 21 to 23 of 2001, DNREC conducted an annual inspection and paint sampling. The facility
was found to be in compliance with its permit conditions and applicable requirements.

AuthoritytoimposeP2requirementsand/or additional safeguar dssuggested by draft White
Paper Number Three (e.g., monitoring, notices, up-front magnitude limits)

DNREC representatives believe that the agency does possess the authority to impose P2 permit
requirements and it did impose P2 requirements in the NAP 1995 permit which were carried over
to the title V permit. DNREC representatives aso indicated that they believed more frequent
emissions reporting (e.g., monthly) was warranted to help ensure the NAP would remain below its
PAL emissions limits. Since the 1995 permit was the first flexible permit with a facility-wide
emissions limit issued by DNREC, the agency felt such safeguards were necessary to ensure that
potential non-compliance with the emissions limits could be detected quickly. DaimlerChryder was
not opposed to these conditions.
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Agency’soverall orientation to P2 (e.g., how is P2 considered in permit writing?)
DNREC does have a Pollution Prevention Program, and has prepared P2 guidance documents for
several industries. Despite asuccessful implementation of the P2 program, DNREC representatives
indicatedthat they believethat itsfull potential has not been met. DNREC believesthat the concepts
behind the P2 provisions included in the DaimlerChryser NAP PAL permit and the flexible permit
of another facility in the state could be implemented at facilities across the state.

Timerequired to issue flexible permit

DNREC representatives stated that it took 99 days to develop and issue the 1995 initia flexible
permit. This was with two full-time staff, plus manager oversight, and quick permit review
turnaround from EPA Region 3. Thisremarkably short permit devel opment timeframewas primarily
attributed to the effective partnership among DNREC, EPA Region 3, and DaimlerChryder. A
public hearing was not requested for this permit. DNREC representatives reported that, had apublic
hearing been necessary, the permit process could have taken an additiona 4 to 6 months. DNREC
staff reported that the most time-consuming aspects of permit development related to PAL baseline
establishment, identification of the pre-approved changes and change categories, and determining
LAER and offsets for NSR.!

DNREC representatives indicated that it was relatively straightforward to incorporate the flexibility
provisons from the origind PAL permit (APC-95/0569-Construction/Operation) into the title V
permit, and that this did not add to the time and effort necessary to develop the NAP stitle V permit
when compared with other conventional title V permit development efforts.

Timerequired to issue conventional title V permits (on average)

DNREC representatives reported that it typically takes 2-3 years (18 months for renewals) to issue
atitle V permit from the time that an initia application is submitted to the agency. DNREC stated
that permitting delays occur mainly when the facility does not submit atimely or complete application.

History of any deviations, violationsand/or enfor cement actionsover theperiod beforethe

effective date of the flexible per mit
DNREC representatives reported that in 1994 (prior to the flexible permits), the NAP had replaced

thermal oxidizers in the old paint shop without obtaining a permit. The NAP had stated that they
believed this to be an “in kind replacement.” DNREC let them proceed without an enforcement
action because the stack test showed that emissions rates had actually gone down.

Compar e characteristics of flexible permitsvs. traditional per mits.
1.18.a Considering all the different types of sources for which you issue Title V permits,

For descri ption purposes, the approach taken by DNREC in the 1995 permit isreferred to as a Plant-wide

Applicability Limit (PAL). Indeed, the emissions caps contained in the 1995 permit and thetitle V permit function as
such limits, when met they prevent Major NSR from triggering for any change or group of changes. However, except
for aspecific set of types of changes listed in the two permits as pre-approved, changes that would normally go
through state level NSR review still must. Additionally, the permit states that any new units with emissions over the
significance level must meet BACT. All new source permits are subject to a 30 day comment period. See section 2.2
for adiscussion of how the PAL baseline was set.



what are some examples of good candidates for flexible permits?

1.18.b What are some examples of sour cesthat are not good candidates?

1.18.c Keeping in mind these two different groups of sour ces (one that contains good P4
candidates and the other that contains sources that are not good P4 candidates)
consider the following characteristics. Which characteristics are similar between
the two groups of sources? Which are different?

1.18.d Haveyou ever turned down a facility that asked for a flexible permit? If so, what
reasons did you have for making thisdecison? What facility characteristicswere
important in making thisdecision? Could we get a copy of applications that were
turned down?

DNREC representatives indicated that a source’s compliance history should serve as a primary

indicator of the source’s suitability as a candidate to receive a flexible permit. While DNREC

representatives stated that they do not believe prior compliance issues should preclude asource from
receiving a flexible permit, they did indicate that the source’s compliance history, including recent
trends in that history, should be considered when determining whether aflexible permit is appropriate
for the source. For sources that are new (e.g., “greenfield” sources) and do not have a compliance
history, DNREC indicated that it would consider the compliance history of other facilitiesin Delaware

or other jurisdictions that are owned or operated by the same company. DNREC has developed a

source questionnaire to assist the agency in conducting such background assessments.

DNREC asoindicated that the source should have the staff and capability to devote to the permitting
process, theresourcesto prepare an effective and thorough permit application, an effectiveemissions
monitoring system, and the capability to prepare complete and accurate emissionsinventories. They
indicated that the source should also be capable of “sdlf-policing”.

In addition, DNREC representatives reported that “good communication between the agency and
fecility iskey”. Agency personnel indicated that they want to feel comfortablethat thefacility’ s staff
will contact the permitting authority if questions regarding operationa or equipment changes,
monitoring, or regulatory interpretation arise during permit implementation. Inaddition, sourcesshould
be able to articulate their need for operationa flexibility, including the types of changesthat they are
likely to make during the permit term.

DNREC representativesindicated that the agency received arequest for aPAL permit from another
facility, but dueto its poor compliance record and alack of “salf-policing” strategies, the request was
denied.

Questions Specific to the Pilot Source

1.19

Sour ce description, types of operations, and applicable requirements

Source Description/Operations:

DaimlerChryder’s Newark Assembly Plant (NAP) is located in Newark, Delaware, and the 3.4
million square feet facility Sits on a 244 acre site.  The facility was built in 1951 as a tank
manufacturing plant, and was converted to automotive assembly in 1956. Since 1997, the NAP has
exclusvely produced Dodge Durango sport utility vehicles. Facility operations focus primarily on
vehicle coating (painting) and assembly of parts produced at other DaimlerChryder facilitiesand by
more than 390 suppliers to produce finished vehicles. Approximately 2,180 parts are assembled to
produce each Durango, and the facility contains 241 robotsand 17.1 miles of conveyor. 1n July 2001,



the NAP was producing approximately 600 vehicles per day. The NAP has aunionized workforce
of approximately 2,686 that worksin two 8-hour shifts. Approximately 219 salaried employeeswork
at the facility.

Prior to producing the Dodge Durango, the facility produced vehicles based on Chryder's K Car
platform and Intrepids utilizing the paint shop that was located in the current assembly operations
buildings. To produce the Durango, Chrysler desired to build anew coatings building adjacent to the
assembly building that would accommodate many of the new coating emissions-reducing coating
technologies that DaimlerChryder had developed in the early 1990s. The 1995 construction permit
enabled this building to be constructed, which is attached by covered conveyor line to the assembly
complex.

Most of the VOCsfrom the NAP occur during the process of painting vehicles. This process begins
when unfinished vehicles undergo a phosphating surface trestment, followed by an EDP Prime Coat
Operation dip tank and E-Coat oven. Once cooled, the vehicles are sanded for preparation prior to
the application of sedlers. On the sealer deck, an underbody sealer and manual seam seders are
gpplied, followed by deadener pad ingtallation. A powder anti-chip/primer surfacer coating is then
gpplied and the vehicle again goes through a curing oven. The topcoat is applied in two steps. A
waterborne color basecoat isfirst applied, followed by a solvent borne clearcoat. Thevehicleisthen
routed through the topcoat curing oven. Paintshop curing oven exhausts are routed to a thermal
oxidizer. Upon completion of this painting process, vehicles are sent to the trim department in the
main assembly building where al remaining components are added.

The NAP aso has a powerhouse with five boilers, each with a rated heat input capacity of 72
mmBTU/hour. The boilers were retrofitted in 1992 to burn natural gas. During the permit term,
DaimlerChryder decided to install additional smaller hot water heaters, so that the boilerswould only
need to be operated for six months during heating seasons each year, and not over the summer
months when ozone pollution concerns are greatest. The NAP also maintains four electric
compressors with 26,000 cfm capacity, and two backup generators for the powerhouse. Criteria
pollutants result from operation of the boilers, thermal oxidizer pollution control equipment
(incinerators), paint curing ovens, and air supply houses.

Applicable Requirements:

Minor NSR (Reg. 2)

Ambient Air Qudity Standards (Reg. 3)

Particulate Emissions from Fuel Burning Equipment (Reg. 4)

Sulfur Dioxide Emissions from Fuel Burning Equipment (Reg. 8)

Control of Nitrogen Oxide Emissions (Reg. 12)

Visible Emissions (Reg. 14)

Source Monitoring, Recordkeeping, and Reporting (Reg. 17)

Control of Odorous Air Contaminants (Reg. 19)

Standards of Performance for Automobile and Light Duty Truck Surface Coating (Reg. 20,

Sect.15)

C Compliance Certification, Recordkeeping, and Reporting Requirements for Coating Sources
(Reg. 24, Sect. 4)

C Compliance Certification, Recordkeeping, and Reporting Requirements for Non-Coating

D OO OO OO
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Sources (Reg. 24, Sect. 5)

Handling, Storage, and Disposal of VOCs (Reg. 24, Sect. 8)
Automobile and Light Duty Truck Coating Operations (Reg 24, Sect. 13)
Coating of Miscellaneous Meta Parts (Reg. 24, Sect. 22)

Solvent Metd Cleaning (Reg. 24, Sect. 33)

Industrial Cleaning Solvents (Reg. 24, Sect. 33)

Other Facilities that Emit VOCs (Reg 24, Sect. 50)

Major NSR, including LAER (Reg. 25)

Title V Operating Permit (Reg. 30)

D OO OO

Actual and allowable sour ce emissions (tpy) for every year since flexible per mit issuance
The Congtruction/Operation air permit issued in 1995 established an annua (12-month rolling) plant-
wide gpplicability limit (PAL) for VOCsof 1112.8 tons/year, and adaily VOC emissionslimit of 5.3
tons/day. Annual and daily emissions limits were also established for NO, of 150.71 tons/year and
4.86 tong/day. These PAL levels were retained in thetitle V permit issued in October 1999.

The short-term (daily) VOC emissions limit was established to protect ambient air quality/NAAQS,
to be consistent with the SIP, and to comply with DNREC's policy of conducting gaussian plume
disperson modeling based on daily emissions rates to prevent unhealthy downwind concentrations
of air pollutants.

Actual annual emissions during the term of the flexible permits (from 1996 to the present) are
presented in Table 1.20. Thetable aso includes annual emissions datafor theyears prior to thefirst
PAL permit. DaimlerChrydler representativesindicated that the drop in VOC emissions during 1996
and 1997 coincided with DaimlerChryder’s renovations of the NAP to shift to production of the
Dodge Durango (e.g., vehicle production was idle or low throughout this period). Additionaly, they
reported that the higher SO, and NO, emission levels in 1993 through 1996 werelargely associated
with use of #6 fue ail in the power house boilers during this period.

Table1.20  Annual Actual Source Emissions (tons/year)
Year VOC NO, CcO SO, TSP PM,,
2000 776.2 61.0 25.4 12.1 3.0 31
1999 935.7 62.0 12.8 0.2 1.2 1.2
1998 858.7 78.5 9.3 9.6 2.0 1.8
1997 178.3 53.8 12.9 30.2 39 35
1996 179.2 76.2 8.2 93.4 9.7 75
1995 575.3 145.6 14.1 142.2 115 10.6
1994 1165.5 173.6 18.0 139.6 11.6 11.6
1993 1145.0 156.9 175 101.9 8.7 7.9
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Amount and natur e of fugitive emissions

Fugitive emissions come from industria cleaning solvents used in manua wiping and the mechanical
body washers, as well as sealers and adhesives manually applied to each vehicle. DaimlerChrydler
representatives indicated that as pollution prevention and control devices have reduced actual
emissions, the proportional contribution of fugitive emissions to overal facility VOC emissions has
grown. DaimlerChryder does not track “fugitive’” emissions separately. Because a mass balance
approach is used to track emissions, it picks up emissions from stacks and fugitives for some
materias togther. While one might assume that cleaning-related VOCs are fugitives, some portion
of them occur in the booths and end up as point emissions. Asaresult DamlerChryder is not able
to provide an exact number for fugitive emissions only.

Sour ce flexibility needs

1.22.a Characterization of pre-flexible permit regulatory concerns

1.22.b Type and number of source changes potentially subject to air per mitting

1.22.c Whichchangesincur an opportunity cost of being ‘lateto market’ dueto per mitting
“delays,” and the potential extent of that cost

1.22.d Why conventional permitting process may not be sufficient for certain types of
changes

DaimlerChrysler representatives reported that there are severa factors that contributed to their

interest in securing a flexible PAL permits for the NAP. First, DamlerChryder representatives

indicated that air permitting time frames are increasingly on the critical path for the introduction of

new products and the implementation of process improvements. While new vehicle development

process (i.e, timefrominitial product design to production launch) took five yearsin the early 1990s,

this process has been shortened to 18 to 27 months, largely due to advances in computer-assisted

design. DaimlerChrydler representatives indicated that the time frames associated with preparing

New Source Review (NSR) permit applications and awaiting agency approval to make changes

incressingly have potential to delay new product launch. Title V with its revision process has the

potential to compound this delay.

Second, DaimlerChrysler acknowledged a strong desire to increase the certainty regarding the
applicability of regulatory requirementsto desired operational and equipment changes, and toincrease
the predictability of time frames associated with making these changes. DaimlerChrysler
representatives reported that they believe advance approval provisionsinapermit canincreaseclarity
regarding how the facility needs to address various types of changes to satisfy applicable
requirements. DaimlerChryder personnel indicated that during many yearsthe facility may not need
to make many changes that utilize the pre-approved change provisions of the flexible permit. They
emphasized, however, that the ability to make a handful of changes utilizing the pre-approval
conditionsin atimely and predictable manner can help to keep project schedules on track and add
substantial value to the company. In addition, such a framework minimizes the conversations
necessary to determine potentia regulatory applicability which can themselves be quite extensive.

Third, DaimlerChryder indicated that a key factor in their interest in flexible permits was the desire
to reduce complexity associated withtheir air permits. DaimlerChrysler representativesreported that
the reduction of complexity has been animportant company-wide objective linked to the company’s
lean manufacturing initiatives. By streamlining permit conditions (by eiminating redundant,
overlapping limits on operating conditions and replacing them with streamlined, enforceable
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environmental performance limits), DamlerChryder believes that the flexible permit has smplified
the NAP's compliance demondtration activities, while improving the information generated on
environmental performance and alowing personnel to focus on overal facility emissons
performance.

DNREC officias indicated that they viewed the cyclical nature of production at the NAP as akey
reason for developing a PAL permit for DaimlerChryder. The production cycle beginswith amajor
changeover, including the ingtdlation and modification of equipment, as the facility prepares to
assemble a new vehicle type. During this period, emissions are typically low. Once production is
launched, emissions increase as production volume increases.? Towards the end of a model
production, emissions typicaly fal off again until production issowed or idled for changeover to a
new vehicle model. Thus, the emissions profile of the NAP can cycle from less than 200 tons/year
to higher than 1,000 tons/year over a 3 to 5 year period. To accommodate this production and
emissons cycle, and to lessen the need for permitting actions to address these patterns, DNREC
believed that a PAL would be appropriate to meet the source' s flexibility needs.

DaimlerChryder representatives provided three examplesto highlight areas where addressing New
Source Review requirements under conventiona permitting approaches has hampered changes that
would result in both environmental and business benefit. They indicated that flexible permitting
provisions can play an important role in minimizing these types of Stuations.

In the first example, an automotive assembly plant planned to eiminate one shift of a two-shift
operation, due to market fluctuations. To accommodate demand, a small increase in production on
the single shift was needed. The facility needed to make minor physical changes to accommodate
anincrease of two jobs (vehicles) per hour. DaimlerChrysler projected that annual natural gas usage
would be reduced by roughly 30% (0.4 billion cubic feet of natural gas) a a savings of greater than
$2 million dueto the shift reduction. Electrical power consumption would be reduced by roughly 10%
at a savings of greater than $700,000 annually. To make the physical changes and increase
production on the single shift, DaimlerChryder determined that, under a conventional permitting
scenario, the facility would need to either obtain a PSD permit, which would likely take more than
12 months and could require investment in additional pollution control equipment, or the facility could
accept alower emissions limit that would prevent returning to full capacity running two shiftsin the
future. DaimlerChryder representativesindicated that the conventional air permitting processcreates
strong disincentivesfor proceeding with thischange, even though it would result in both environmental
and economic benefit.

In the second example, DaimlerChryder was considering eliminating athermal oxidizer on acoating
line at an automobile assembly plant. The requirement to use a thermal oxidizer on a coating line
oven was part of a past BACT analysis. The VOC content of the coatings, however, has been
reduced over time and the facility can now meet the permitted emissions rates without the use of the
thermal oxidizer. At thelow VOC emissionsrates, the thermal oxidizer has fewer emissionsto burn

2Production and emissions increases do not necessari ly increase at the samerate. For some processes,
VOC emissions levelsremain relatively constant despite production increases. For example a electro-coat dip tank
paint system will have some VOC emissions regardless of the number of vehicles or parts painted. Asaresult, the
per vehicle VOC emissions will likely decrease as full production levels are reached.
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and must use more fud to maintain the required temperature; the oxidizer burns roughly 50 million
cubic feet of natural gas annually. The loca agency indicated that the proposed remova of the
therma oxidizer would need to be reviewed under PSD because the requirement to use the oxidizer
was part of an original BACT analysis. Also, although the estimated worst case increase in actual
emissions associated with removing the oxidizer would be 24 tons per year, acomparison of the past
actual emissions to future potential emissions would exceed the significance threshold for PSD and
areevaluation of BACT would be needed. DaimlerChrydler reported that the facility applied for a
PSD permit 11 months ago and the thermal oxidizer continues to operate. DaimlerChryder
representatives indicated that a flexible permit could have provided a more streamlined and
predictable process for determining the fate of the oxidizer, potentially facilitating the elimination of
criteria pollutants associated with its continued operation.

The third example involves a comparison of the Newark permit with the permitsin place at another
DaimlerChryder plant. This comparison is documented under section 7.8 of this report, and it
highlights both the delays associated with making changes under aconventional permitting approach
and the increased complexity of permit requirements typically experienced under conventiona
permits.

What hasbeen thefrequency of required NSR permitsover theperiod beforethe effective
date of the flexible permit?

DaimlerChryder’ s NAP had two plant-wide NSR permits prior to the flexible permit that wasissued
in 1995, both to track miscellaneous VOC-containing materials. The NAP aso had 20 other permits
addressing individua coating operations, sanding operations, and boilers, all issued between 1985 and
1995, and many of which involved three to four permit amendments each.

Flexible permit’sinspection history

DNREC representatives reported that the NAP “was evaluated to bein compliance” based on stack
tests, coating samples, and a site visit in 2000 and the annua inspection conducted from August 21
to 23 of 2001. See section 1.12 for a discussion of inspections conducted under the flexible permit.

Two compliance issues were identified during the DNREC inspections, athough both were resolved
without issuance of violations or penalties. First, during the September 1998 annual inspection,
DNREC observed an uncovered pail containing solvent near the spray gun cleaning area near the
clearcoat booth. DNREC inspection reports indicate that this situation was immediately rectified by
facility personnel. In DNREC's October 1, 1998 annual inspection summary letter to the NAP, the
agency recommendsthat Chrydler “review internal proceduresto ensurethat al personnel aretrained
in the requirements’ and indicates that no further action will be taken by the agency.

Second, the analysis of paint samples taken by DNREC during the September 1998 inspection
produced results that differed from DaimlerChrysler calculations. DNREC calculated the VOC
content of a set of coatings to contain 31% more pounds of VOCs per galon than Chryder's
caculated VOC content. This disparity meant that Chryder’s compliance with the LAER topcoat
emission rate of 8.45 Ibs./gallon was doubtful. Correspondence between DNREC and the NAPfrom
October 1998 to February 1999 traced the calculations disparity to sample analysis errors made at
the EPA-approved laboratory utilized by DNREC. Subsequent evaluations enabled DNREC to
reproduce DaimlerChryder’s calculations, and the facility was determined to be in compliance.
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1.25

Sour ce's history of P2 commitment

DaimlerChryder representatives indicated that the company has had a strong P2 program in place
for many yearsat both the corporate and facility levels. DaimlerChryder hasademonstrated history
of successfully using P2 in lieu of add-on controls as a company operations strategy. The company
believes that end-of-pipe pollution control equipment often results in high energy consumption,
increased emissions (in the case of thermal oxidizers), additiona costs, increased complexity, and
non-compliance risk, and that the controls do not ultimately contribute to the product’s value.
Therefore, they cited P2 as the preferable option whenever possible and as the cornerstone of the
company’s compliance strategy. DaimlerChryder representatives identified two primary types of
P2 activities: (1) incorporation of P2 into new products and processes, and (2) in-production
modifications to reduce pollution and/or improve process efficiency and input yields.

Thefirst type of P2 activity typically involves corporate environmental staff working directly with
engineering and design teams, suppliers, and facility personnel to research and devel op new products,
components, and processes that have lower environmental impact. Such advances generally are
pilotedat one or afew facilities, but over time, they might be expanded to al similar operations across
the company. For example, in the early 1990s, Chrysler made a strategic decision to develop a
comprehensive coating strategy that focused on P2. DaimlerChrysler representatives reported that
the company takes a “systems approach” to P2. Rather than looking at just a single step in the
vehide coating process (e.g., electro-coat primer), it has looked to optimize environmenta
performance across all steps in the paint process. P2 efforts have focused on reducing VOCs and
hazardous air pollutants (HAPs), as well as odor issues, across the entire coating process. The
resulting shift in coating strategiesis reflected in the coating technology changes made between the
1980s and 1990s, summarized in Table 1.25.

Table1.25 Changesin Vehicle Coating Technologies Resulting from P2 Strategy

1980s 1990s
Pre-treatment with chrome rinses. Chrome-free pre-treatment rinses.
High film build electro-coat dip primer. Lead-free electro-coat with reduced HAPs & VOCs.
High solids chip resistant primer. Enhanced chip resistant powder primer surfacer (no

HAPs and minimal VOCs).

High solids solvent borne base/clear Waterborne basecoat/high solids clearcoat (lower
topcoat. VOCs and 95% HAP reduction).

Solvent borne black-out and under-body Waterborne black-out and low VOC under-body
deadener. deadener.

DaimlerChryder has made a concerted effort to implement these new coating systems at all 11
Chryder Group assembly plants in the U.S. and Canada. The new coating building (“paint shop”)
at the NAP, constructed under the flexible permit from 1995 to 1997, utilized these new coating
systems.

Corporate P2 efforts have been supported and complemented by P2 activities at the NAP. In the
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early 1990s, a“ Solvent Reduction Team” (now referred to as the “ Pollution Prevention Team”) was
created to devel op methods to reduce the volume of solvent containing chemicals being used at the
plant. Significant reductions in the amount of solvents and paints used was achieved through the
installation of more efficient coating application equipment, process modifications, input subgtitution,
and worker education. From 1993 to 2000, the NAP reduced Toxic Release Inventory air emissions
from 4.5 pounds per vehicle to 2.7 pounds per vehicle.

In addition to DaimlerChryder’s focus on P2 for coating processes, the NAP has implemented lean
manufacturing techniquesthat have eliminated significant waste and pollution from facility operations
sincetheearly 1990s. For example, just-in-time supply systems have reduced the need for inventory
storage space, resulting in less energy consumption. Nearly all vehicle components are delivered in
reusable containers, minimizing packaging waste. Continuous improvement qudity initiatives by the
NAP’s 127 employeeteams have resulted in numerous other improvementsthat have reduced waste
and increased input yields. DaimlerChrydler representatives noted that the NAP s operations-driven
lean manufacturing initiatives have played a maor role in reducing the facility’s environmental
footprint. Additionaly, theNAPiscurrently 1SO 9002 registered for its quality management systems,
and has 1SO 14001 certification of its environmental management systems.

DaimlerChryder representativesindicated that the company hasinvested morethan $10 billiondollars
in recent years into existing company sites, reflective of a general commitment to the communities
that historicaly supported the company. Company representatives cited the company’ s commitment
toinvesting in older facilities (the NAP was constructed in 1951) as having significant environmental
benefits.

DaimlerChryder representatives indicated that the implementation of the flexible permit at NAP has
facilitated continuing P2 efforts. The permit alows the Site to apply new methods of pollution
prevention quickly and to adjust, and if necessary, remove them without a conflict with the permit.
In that context, NAP has been working on means of reducing coating VOCs with process
refinements rather than incineration. The benefits of such flexibility extend beyond NAP. Once a
method is proven effective at NAP, it can then be applied at other plants within the company and
may become an industry wide practice at alater date.

I 2. FLEXIBLE PERMIT DESIGN FEATURES I

2.1  What flexible permit tools contained within this permit accomplish advance approvals
(ROPs, PTE limits, PALSs, clean buildings, category of changes, etc.)?®
Innovative and flexible features contained in the initid PAL permit (APC-95/0569-
Construction/Operation), issued in September 1995, and title V air operating Permit (AQM-
003/00128), issued in October 1999, are summarized below. As mentioned, the title V permit
preserved al of the innovative provisions established in the 1995 PAL permit.

3Terms used in this document are defined in the draft guidance entitled “ Design of Flexible Air Permits’
(White Paper Number Three), August 7, 2000.

14



VOC and NO, PALS:

The initid flexible permit, issued in September 1995, contained annua and daily plant-wide
applicability limits (PALs) for both VOCs and NO,. The facility’stitle V permit, issued in October
1999, became the new vehicle for the PALS, and retained al of the flexibility provisions within the
origind PAL permit. See sections 1.20 and 2.2 for the specific PAL levels established by the
permits. Seefootnote under section 1.15 for additiond discussion of thefacility-wide emissionslimit.

Conventional Pre-Approved Changes:
The permit has pre-approved several types of modifications. In the title V permit, these are aso
referred to as Alternate Operating Scenarios. These pre-approved change categories include:

C the emissions unit isreplaced in kind or replaced with aunit with inherently lower emissions;
C operationa changes which will not increase the short term emission limit; and
C any of the exemptions listed under Regulation 2, Appendix A.

For other proposed modifications to emissions unitsthat would haveincreasesin associated VOC or
NO, emissions or to proposed new emissions units with less than 25 tons/year (VOC or NO,), the
NAP isto submit acomplete gpplication with sufficient information for public notice. A draft permit
and the permit application must be advertised in a newspaper of general circulation and sent to EPA
and affected states for a public comment period of thirty days. NAP then has fifteen days to
comment on any public comments. If no meritorious request for apublic hearing is made, a proposed
permit is written reconciling any comments. The proposed permit is sent to EPA for a comment
period of 45 days. If EPA does not comment on the permit, it can beissued at the end of that 45 day
period. Thetermsand condition of the permit can then beincorporated into thetitle V permit viathe
administrative amendment process. (Seetitle V Permit Condition 2(d)(4)).

For other proposed modifications to emissions units with the potentia to increase emissions by 25
tons/year or more of VOCs or NO,, or new construction with the potential to emit greater than 25
tons/year VOC or NO,, minor NSR applies. Additional emissionsrate requirementswill not be added
to the PAL as long as toxics concerns are addressed, PAL limits are not exceeded, and BACT is
incorporatedinto theinstallation (with an emphasison P2). A complete application isto be submitted,
with sufficient information for public notice. Absent objections from the public or DNREC, and if al
requirements are met, the change is approved and can then be incorporated into thetitle V permit via
the administrative amendment process.

PAL Pre-Approved Changes Originated in the PAL Permit and Transferred to the Title V_Permit:
The permit contains pre-approved operational and equipment changes for VOC and NO, emissions
sources only, provided that source emissions remained below the PALs. These included:

C in-kind replacement of an emissions unit or replacement with an inherently lower emitting
unit;

C introduction of new types of VOC containing materials used for new models,

C changes in the number and type of applicator equipment;

C changesinthe physica dimensions of each oven or booth to accommodate production needs,
and

C addition or eimination of auxiliary cleaning steps or minor coating operations which affect

VOC emissions.
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Other Operational Hexibility:

Inthetitle V permit (Condition 4), DaimlerChryder is also authorized to make any change within the
facility which contravenes the terms and conditions of the permit, without a permit revision if the
change:

C is not a modification or otherwise prohibited under any provision of Title| of the CAA or the
SIP;

C does not involve a change in any compliance schedule date; and

C does not result in alevel of emissions exceeding the emissions alowable under the permit.

Replicable Testing Procedures:

The permit contains replicable testing procedures for determining the various parameters for the
pollution control equipment that are used for emissions calculations and compliance demonstration
(i.e., capture efficiency, destruction efficiency). By including replicable testing procedures in the
permit, as opposed to including specific parameter values, parameters can be adjusted based on the
latest testing results without the need for a permit revision, provided that DNREC approves the test
results. DNREC is aso provided with advance notice of scheduled testing, enabling agency to
observe actual testing events. Through this approach, the public continues to have access to current
parameter information, available in the DaimlerChryder file at DNREC.

Pollution Prevention Program:
The permits contain a requirement for a P2 Program, where DaimlerChryder, to the extent
reasonable, isto include a a minimum the following P2 Program e ements:

C aprocessto formulate performance goal s and objectivesto comply with VOC emission limits
and standards through the implementation of P2;

C data collection necessary for the evaluation of P2 effectiveness,

C akey employee training program to promote P2 at the facility; and

C a statement of commitment to implement P2 measures at the facility.

The permit also contains a requirement for annua reporting of P2 activities.

Pollution Prevention Performance Reguirement:

The permit aso include a P2 performance requirement for DaimlerChrydler to achieve ameasurable
improvement in topcoat emissions by 2003. DaimlerChryder isto begin utilizing a powder clearcoat
by September 2003 if it is commercidly available; if not, the company is ether to employ P2
measures that will reduce topcoat VOC emissionsto below 7 pounds of VOCs per gallon of applied
coating solids on a daily weighted basis on an interim basis until a powder clearcoat option is
commercidly available. If DaimlerChrysler does not believe it will be able to meet the powder
clearcoat requirement, it must submit a plan for DNREC approva by September of 2002 to
expeditioudy achieve six pounds of VOCs per galon of applied coating solids.

2.1.a Describetheinformation and level of detail provided in the application to support
these flexible permit provisions.

DNREC stated that they required enough specificity in the application to understand the nature and

scope of congtruction and operational activitiesthat DaimlerChryder desired to accomplish under the

permit, but that they did not require blueprints or detailed design specifications. Detailed

specifications are submitted to DNREC as they become available.
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2.1.b Describethetypes of information needed in or required by the permit to support
the ongoing implementation of the flexible permit provisions.

Log of Pre-Approved Changes and Alternative Operating Scenarios:

If required, for each operating scenario, the NAP isto record in alog the operating scenario under
which each particular emission unit is operating. Contemporaneoudly with changing from one
operating scenario to another, the NAP is aso to record in the log the scenario under which it is
operating. By the last day of any month, the NAP is to calculate and record the plant-wide annual
and daily VOC and NO, emissions for the previous calendar month. This calculation isto takeinto
account any changes made including advance-approved changes, P2 projects, and changes in
compliance determination methodol ogy.

Monthly Emissions and Pre-Approved Change Report:

Within 30 days of the end of each month, the NAP isto submit a report containing:

plant-wide VOC and NO, emissionsin tons for the previous 12 months;

plant-wide daily VOC and NO, emissions in pounds per day;

alist of pre-approved changes made during the previous calendar month;

certifications for pre-approved changes,

certifications for changes in the method of compliance with certification requirements; and
the plans, specifications, and as-built plans as updated.

(e N ev BN o> BN e BN ab B ap}

Annual Compliance Certification:

The PAL and title V permits aso contained a requirement for DaimlerChryder to submit a
certification of compliance with the permit terms to DNREC within 90 days of the end of each
calendar year. This certification must include:

. the plant-wide emissions on an annual basis for the previous year compared to the annual
plant-wide emissions limit;

. alisting of pre-approved changes made at the facility for the previous calendar year with the
associated emissions;

. asummary of pollution prevention projects at the facility and the reduction in emissions, if
applicable;

. the amount of VOCs emitted on an annual basis (tons/year) from the Topcoat Operations,

. the amount of VOCs emitted on an annual basis (tons/year) from the EDP Prime Operation,;

. the amount of VOCs emitted on an annual basis (tong/year) from al Miscellaneous Metal
Coating Operations,

. the tons of VOC emissionsresulting from solvent used during the previous caendar year and
acopy of the calculations that were performed to estimate the amounts;

. a certification that the source is in compliance with Regulation 24, Section 45, “Industria
Cleaning Solvents’;

. the amount of residual fuel oil and natura gas burned in each caendar month for the five
boilers, and

. the amount of natural gas burned each calendar month for plant-wide sources (not including
boilers).

Information for Other Operationa Flexibility Changes:
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2.2

Under thetitle VV permit, DaimlerChryder isaso pre-approved to make other “ operational flexibility”
changes (see Condition 4 of the permit, and section 2.1.a above for a discussion of the provision).
At least seven days before making such an “operationa flexibility” change, DamlerChryder isto
provide advance written notice to the DNREC, including:

C identification of the affected emissions unit(s) and a description of the change to be made;

C the date on which the change will occur;

C any changes in emissions; and

C any permit terms and conditions that are affected, including any new applicable
requirements.

The seven day notice period may be shortened or eliminated as necessary for a change that must be
implemented more quickly to address unanticipated conditions posing a significant health, safety, or
environmental health. In suchacase, DaimlerChryder isto provide notice as soon as possible after
learning of the need to make the change, and the reason advance notice could not be given.

2.1.c How were any18-month “commencement of construction” requirements met?
Not applicable to this case for minor NSR. DaimlerChryser commenced construction within afew
months for purpose of major NSR.

2.1.d What were the processes, if any, for extending any BACT determinations (i.e.,

keeping them contempor aneous)?
Not applicable for the DaimlerChryder permit.

If the flexible permit contains a PAL, how was the PAL baseline set?

The VOC basdine is based on 1990 actual emissions. This is more representative of actua
production levels (and emissions) than recent yearswhen the facility was used in amore limited way.
Use of the year 1990 also ensured consistency with the State Implementation Plan (SIP). The
NAP s actual VOC emissions for 1990 were 1,438 tons/year, based on 3,981 operating hours and
236,515 vehicles produced. That baseline was reduced by 224 tons/year, down to 1214.2 tonslyear,
to reflect the effectiveness of industrial solvent cleaning rules adopted after 1990 and not fully
implemented, but relied upon in the SIP. This baseline of 1214.2 tons/year was further reduced by
offsets for the topcoat operation at arate of 1.3 to 1, for an additional reduction of 101.4 tongyear,
bringing the annual VOC PAL baseline down to 1112.8 tonglyear.

For NO, emissions limits, 1994 was selected asthe baseline year, since this year was deemed to be
most representative of both facility production and weather. No adjustmentsto the basdline level of
150.71 tons/year were required for RACT because the 1994 operation was aready compliant with
NO, RACT for thisfacility and offsetswere not required. The 1995 permit did not, however, contain
the specific annual and daily NO, PALS, since testing results needed to finalizethe PAL levelswere
not yet available. The permit did, however, contain detailed procedures for determining the annual
and daily NO, PALsin Appendix A, titled “ Determination of Short Term and Annua Plant-wide NO,
Emissons Limits’. The daily emissions limits for VOC and NO, were established based on recent
actua experience with emissions variability, and were designed to ensure protection of short-term
National Ambient Air Quality Standards (NAAQS) environmental health concerns.
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2.3

These PAL limits will be retained until November 15, 2002, after which time the limits could be
adjusted downward to reflect the effect of any new state NO, and VOC regulations applicable to
sources at the plant. The downward adjustment will be based on the contribution of the affected
sourcesto actual emissionsat thetimetherulegoesinto effect. No other adjustment is contemplated
by DNREC since this PAL level was established as a source-specific alowable emissions rate
consistent with the SIP attainment demonstration. See footnote in section 1.15 for additional
discussion.

How was the PAL monitoring, recordkeeping, and reporting approach justified?

2.3.a What istherationale for the monitoring approach and averaging time?

2.3.b What data conversionsarerequired?

2.3.c What isthe averaging time for each emissions cap and/or the duration of the cap?
2.3.d What istherationale supporting theuse of any longer (e.g., longer than one month)

duration?
I'n September 1995, DNREC staff prepared atechnical memorandum that outlinesthe processes and
considerations used to determine the LAER and emissions offsets, the PALSs, and the specific permit
conditions. The PAL monitoring, recordkeeping, and reporting approach is discussed below, aong
with the rationale for the approach and monitoring averaging times.

The PAL for volatile organic compounds (VOCs) is expressed as an annual limit, 1112.8 tons per
year, and adaily limit, 5.3 tons per day. Monthly emissions also are calculated and then prorated to
individual days based on daily vehicle production volumes to determine daily VOC emissions. The
VVOC monitoring approach is based on EPA’s* Protocol for Determining the Daily Volatile Organic
Compound Emission Rate of Automobile and Light-Duty Truck Topcoat Operations’ (EPA-450/3-
88-018, December 1988). The approach assumes al VOCs containedin raw materials used (with
the exception of the amount of solvent collected via awaste solvent recovery system from the purge
solvents) is emitted to the control device or the environment. VOC emissions from the coating
solvent flash-off areas and the curing ovens are routed to a regenerative thermal oxidizer (RTO).

Monitoring the quantity of each VOC-containing material (e.g., coatings, solvents, sealants, and
cleaning materials) provides an accurate accounting of VOC usage. Monitoring material usage and
production volumes on a daily basis provides the information necessary for calculating the monthly
(and the subsequent prorated daily), and annua VOC emissions. Monitoring and reporting the daily
and monthly usage of VOC compounds provides the appropriate monitoring of trends in emissons
increases or decreases as a result of process changes. The monthly emissions data in conjunction
with production data (i.e., total number of vehicles produced) provides the information necessary to
caculate an overal daily VOC emissionsrate for the Newark Assembly Plant. Monitoring monthly
emissions aso alows on-going tracking of performance with respect to the annual limit. The monthly
VOC emissions are then aggregated for the previous 11 months to determine the annual VOC
emissions and compliance with the annual PAL (tons/year).

As mentioned above, VOC topcoat emissions calculations are completed on a mass balance basis
using methods outlined in the EPA Automotive Manufacturing Topcoat Protocol. Booth/oven splits,
transfer efficiency, and incinerator efficiencies used in these calculations are based on the most
recent tests completed using the protocol.
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Compliancewith EDP primecoat operationsis demonstrated pursuant to procedures set forthin New
Source Performance Standards (40 CFR 60.393 (c)(2)) through the use of capture and control.
VOC RACT standards apply to the miscellaneous metal parts coating and final repair operationsand
dictate the compliance method. Compliance with these limits is demonstrated through the use of
complying coatings or daily weighted averages, and notice must be submitted to DNREC if switching
from one method to the other. The test protocol isto be submitted to DNREC if the NAP changes
the method of compliance to a control device.

This facility dso has PALs (annud limit and daily limit) for NO,, emissionsfrom al facility fuel use,
including the five boilers (located in the power plant building), curing ovens, and the control device
(incinerator). All the boilers use natural gas as the primary fuel and No.6 fuel oil as the secondary
fud; theincinerator utilizesa low-NO, burner with natural gasasthe supplemental fuel. Theannua
NO, PAL is150.71 tonglyear, which is based upon the actua NO, emissionsin 1994. Thedaily NO,
PAL is based on daily emissions of specific units and materias (e.g., incinerator). Compliance with
the PALs is determined by monitoring monthly fuel usage to the boilers and incinerator and
multiplying the fuel usage rate by the appropriate emission factors. The type and amount of fuel are
the only varying parameters used in determining compliance with the PAL.

Whereasthe oven burnersand miscellaneousNO, sources use AP-42 emission factorsin conjunction
with monitored parameters to cal cul ate emissions, source-specific emission factors were devel oped
for the antichip, topcoat and EDP primecoat incinerators, and the boilers. Stack tests were
conducted on the topcoat and EDP primecoat incineratorsin 1995, shortly after issuance of the PAL
permit, to develop the source-specific factors. For the EDP primecoat incinerator, the equation
contains different emission factors for vehicle coating and non-vehicle coating periods. The NAP
has ingtalled gas meters on each set of ovens, on the line into the paintshop, and the regenerative
thermal oxidizer (RTO). Thesereadings arefed directly to the environmental section via compuiter.
A stack test on the five boilers was a so conducted shortly after title V permit issuance. The NAP
isrestricted to use of natural gas for these boilers during the ozone season (April 1 to October 31)
based on 90 percent availability. The NAPisrequired to keep records documenting fuel use for the
powerhouse separate from the plant’s fuel use. Boiler tests were conducted in 2000 and 2001, and
afactor was developed from those tests.

The monitoring rationae for the NO, cap is based on Regulation #2, Control of Nitrogen Oxides
Emissions, which stipulates that monitoring can be based on the correlation of operating parameters
with NO, emissions levels through source testing. Emission factors, fuel usage, and hours of
operation are used to determine compliance with the NO, short and long-term emissions limits.

Several data conversions are necessary to calculate VOC emissions using the mass baance
approach. The basic values measured are the weight (Ibs) or (gallons) of VOC-containing materials
used (e.g. coatings, solvents, sedants, and cleaning materials). The material usage must be
converted to the mass (Ibs) of VOC introduced into the system. This requires the concentration
(percent) of VOC in each raw material and the density (Ib/gal) of the raw materia, which is
provided by the suppliers in the Certification of Analysis for each batch of coating, solvent, and
sealant.
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2.4

As mentioned above, the VOC cap has two durations. daily (based on amonthly VOC emission rate
caculation, prorated to daily vehicle production rates) and annua (based on 12-monthsrolling). The
NO, emission cap also hastwo durations. daily (based on adaily emissions of the boilers, ovens, and
RTO) and annua (based on 12-months rolling).

Compliance with the annual PALs is determined within 30 days of the end of each month based on
the prior 12 months. Compliance determinations with daily emissons limits for VOC and NO, are
based on monthly usage data and subsequent alocation of emissionsto individua days based on daily
production data or other indicators approved by DNREC. DNREC believed that 30 days was
reasonable for afacility of the NAP ssize. Thisapproach also makes sensefor auto assembly plants
where the emissions in each production day in a month are very similar (i.e., no batch processes
where steps occur intermittently).

The EPA Review Team found that the permit addresses both short- and long-term concerns for
VOC and NO, emissions since the permit has both daily and annual VOC and NO, limits.

Where applicable, describe the following aspects of the permit that are used for purposes

of tracking emissions under a PAL or an emissions cap:

2.4.a Details regarding source emission factors and processes for changing emission
factors

2.4.b Tracking emissions from startups, shutdowns, and malfunctions of monitoring,
control, and/or process equipment

2.4.c Requirementsfor tracking emissions from insignificant emissions units

2.4.d Requirementsfor quantifying fugitive emissions

The permit requires the use of AP-42 emission factors, site-specific emission factors, regulatory

specific emission factors. Where source-specific factors are used, these are based on the most

recent stack test performed and the source. The permit is silent with regards to changesto emission

factors, DNREC stated that aslong as a stack test is performed and results are approved, the NAP

has the flexibility to make such changes if desired.

V OC emissions associated with startups, shutdowns, and malfunctions are included in mass balance
caculations. Inggnificant units are not carved out separately. “Nonproductive” emissions are
included as part of the plant-wide material usage calculations. Fugitive emissions are not quantified
separately, but are included in plant-wide material usage cal culations that are used to derive source
emissions.

Additional Permitting Authority Inquiries

2.5

How did the sour ce articulate its need for flexibility?

When DaimlerChryder first determined the need to invest in a new paintshop at the NAP, the
company approached DNREC about the possibility of obtaining a “pollution control excluson”.
DaimlerChryder provided data to DNREC demonstrating that major New Source Review netting
requirements would inhibit plant production viability, because the facility would be unable to preserve
emissions decreases that result from production lags and use this “cushion” later when production
increases occur (i.e., when the two-year emissions baseline has disappeared). DNREC did not
believe, however, that their rules allowed for such a pollution control exclusion and instead proposed
the PAL approach for VOCs and NO,.
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2.6 What wereyour key ruleinterpretations?
Indeveloping the PALs, DNREC had to assessits discretion to use alowable emissions to represent
actual emissionsunder federal New Source Review (NSR). Discussionsand review determined that
this discretion did exist. DNREC aso needed to ensure that it had the flexibility to alow pre-
gpprovas in light of any congtruction time limit requirements. Again, it was determined that this
discretion was alowed by the rules.

2.7 Wasthereaneed for follow-up rulemaking?
DNREC did not need to engage in any rulemaking to enable the flexible permit provisons for
DaimlerChrydler.

2.8 Might you include additional flexible approaches for this sourcein the future?
DNREC indicatedthat so far the experience with DaimlerChryder has been apositive one, and they
will consider additional approaches for them in the future. As mentioned in section 1.10, since the
DamlerChryder flexible permit, DNREC has aso worked with DuPont to develop and issue a
flexible permit for DuPont’s Edge Moor, Delaware facility.

I 3. PUBLIC PARTICIPATION AND PUBLIC PERCEPTION I

3.1  Werecommentsreceived from the public? Pleaseprovidea summary of any commentsand
of your response(s) to them.

3.1.a In what venues/times were public comments received? (formal permit process,
public information sessions not required by the permit process, permit
implementation, etc.)

3.1.b Howmany public meetings/infor mation sessionswer erequested and subsequently
held?

DNREC and DaimlerChrysler representatives reported that no comments were received from the

public during the devel opment and issuance of the PAL andtitleV flexible permits. The draft PAL

permit (Permit: APC-95/0569 - construction/operation) went out for a 30 day public comment period

prior to issuance on September 7, 1995, twice the length of the required public comment period of 15

days. DNREC indicated that the extended comment period was selected to address Federal

enforceability of the permit. In conducting the public comment period, DNREC indicated that the
agency followed its standard notification procedures for conducting the comment period. A copy of
the draft permit was made available at the DNREC offices and at the Newark Public Library.

Consistent with Statelaw, on June 18 and 21, 1995, DNREC printed public notices regarding the draft

permit in two newspapers, the News Journal and the Delaware State News. DNREC

representatives reported that no public comments related to the permit and its flexibility provisons
were received during this period, and that no public hearingswere requested or held.# A copy of the

*Thisresultis significant in light of the fact that DNREC has a history of receiving odor complaints
regarding NAP. DNREC received 4 odor complaintsin 1997, 46 in 1998, 66 in 1999, 73 in 2000, and 5 in 2001, as of
July 2001. Many of the complaints originated from alimited number of residential addresses. DNREC and
DaimlerChrysler representativesindicated that the reported odors are typically of short duration, often making it
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3.2

3.3

3.4

3.5

draft permit and the background memorandum were submitted to the EPA for review. DNREC
reported that EPA did not have any comments about the LAER decision, emissions offsets, or PAL
permit conditions.

In 1999, the draft title V permit also went out for a 30-day public comment prior to issuance in
October 1999. No public comments were received, and no public hearings were requested or held.

Was there a discussion in notices, meetings and/or public comments of the source' s need
for flexibility, possible environmental benefit, and/or administrative burden from getting
additional permit(s) or permit revisions?

DNREC representativesindicated that the newspaper noticesfor the public comment periodsin 1995
and 1999 on the draft flexible permits both stated that the permits contained unique flexibility
provisons. The 1995 PAL construction/operation permit also included a description of the scope of
the project (i.e., construction of a new paint shop), the applicability of LAER and offsets, and
DNREC sintention to issue the flexible permit.

On October 25, 1995, EPA Region |11 issued a press rel ease praising the NAP flexible permit. The
press release, titled “Top EPA Air Official Touts First Flexible Air Permit to Automaker”, quoted
comments by EPA Assistant Administrator for Air and Radiation Mary Nichols which expressed
“EPA’ s full support of [the] new flexibleair permit”. The pressrelease a so discussed both the need
for flexibility and the anticipated benefits from the flexible permit.

Werethere any environmental justice issues? If so, how were they addressed?
DNREC representatives stated that there have not been any environmental justice issues raised

related to the DaimlerChryder NAP. The facility has been in operation since 1951 at its current
location.

Werethereany CBI issues? If so, how where they addressed?

DNREC and DaimlerChryder indicated that there have not been any confidential business
information (CBI) issues associated with the permit. DaimlerChryder has not claimed any reporting
or monitoring information submitted to DNREC as CBI.

What was the ongoing level/adequacy of infor mation flow to the public?

3.5.a What was the amount and type of information available during the title V permit
development and public notice/comment period?

3.5.b What input was obtained back from the public beyond initial comments?

3.5.c What level of detail of source activity was provided to the permitting authority,
and/or the publicfor flexible permit changesthat took placeduring the permit term
(e.g., logs and other records)?
. What required information was submitted directly to the permitting

authority?

difficult for facility or agency personnel to respond in time to detect and identify reported odors. DaimlerChrysler
reported that during the flexible permit term the company has taken several steps to address neighbor odor
complaints.
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. What and how much information submitted by the source was claimed as
CBI?
. What additional information was available to the public only through FOI A
requests?
3.5.d What wasthetiming of the availability of relevant information to the public during
per mit implementation and development?
3.5.e  What wasthelevel of interest in annual P2 reports provided?
3.5.f Wereadvance notices circulated or made publicly available?
DNREC representatives indicated that all of the information typically available under conventional
construction and title V permitting scenarioswas available to the agency and public under theflexible
permits. See section 2.1.b for more detailed discussion of the specific information contained in the
various reports and notices required to support the permit flexibility provisons. DNREC
representatives further indicated that the ongoing availability and adequacy of information available
to the publicisenhanced under the DaimlerChrydler flexible permit, when compared to aconventional

permit.

First, moreinformation isavailable to the agency and the public during the devel opment of the flexible
permits regarding the operational and equipment changes that the source planned to make during the
permit terms. DNREC representatives indicated that the permit applications and the draft permits
providedinformation on categories of changes planned by thefacility, aswell as P2 advances planned
for clearcoat operations, that would not have been included in conventional permit information,
athough information on the new paint shop construction would have been included in a conventional
construction permit. As discussed in sections 3.1 and 3.2, the draft permits were advertised and
made available to the public during the public comment periods prior to permit issuance. No public
comments were received on the draft flexible permits.

Second, themonthly reportsrequired by the permitsincluded comprehensive, facility-wideinformation
on VOC and NO, emissions. The monthly frequency of these reportsis greater than would typicaly
be available under conventional permits. In addition, the facility-wide emissions reporting provides
actud environmental performance data that is likely to be more easily understood by the public than
disaggregated reporting in pounds per emissions source. See section 2.1b for a discussion of
information contained in the monthly reports.

Third, DNREC representatives indicated that implementation of pre-approved changes during the
permit term resulted in more information being available to the agency and the public than would
typicaly be available under a conventiona permit. The pre-approved change provisions created an
incentive for DaimlerChryder to report operational and equipment changes even if they would not
have triggered the need for aconstruction permit application under aconventional permitting scenario,
since personnd at the source no longer needed to review the each change for the applicability of
construction permitting requirements (they only had to make sure that the change was covered under
the advance approva provisions in the permit). DNREC staff remarked that they found the
enhanced availability of information on facility changes to be helpful in preparing for on-site
compliance assurance Visits.
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Fourth, the annual summary of pollution prevention projects and associated emissions reductions
required as part of the annua compliance certification under the flexible permits is information that
is not typically required by conventiona construction and title V permits.

With regard to the timing and availability of information in DNREC' sfilesrelated to implementation
of advance-approved changes, thereis some difference between flexible and conventiona permitting
scenarios. Under a conventional permitting scenario, changes triggering the need for minor NSR
permitting would result in separate applications for case-by-case DNREC approval. These
gpplications, with information on DaimlerChryder’ s desired change or modification, would typicaly
be available in the DNREC facility files and be accessible to the public. Under the flexible permits,
records of specific changes implemented using the advance approva conditions are maintained on-
site at the facility and are reported monthly to DNREC. The monthly list of implemented changes
is accessible to the public in DNREC' sfiles. In the case of advance-approved changes made under
Condition 4 of the title V permit (see section 2.1.8), an advance notice letter must be submitted to
DNREC &t least 7 days prior to implementing the change. Thisinformation would also be available
in the DNREC files.

DNREC representatives reported that there has been little or no public requestsfor or interest in (of
which they are aware) the information contained in the NAP sfile at DNREC, including the annual
P2 summary information. DNREC staff indicated that this level of public interest in the permit-
related documentation is relatively consistent with that experienced for other Delaware sources.

3.6 Based on document/record review, compare conventional regulatory permitting versus
flexible permitsin terms of:
3.6.a How provisions are described to the public
3.6.b  Number of commentsreceived
3.6.c  Number of complaintsreceived
3.6.d Level of ongoing public interest
3.6.e  Amount of information (if any) not available to the public (e.g., logs) and how this
may or may not contribute to the public’s under standing of the per mit
3.6.f  Amount of P2 information made available
See sections 3.1 and 3.5 above.

I 4. IMPLEMENTATION OF FLEXIBLE PERMIT PROVISIONS (ON-SITE VERIFICATION) I

Utilization
4.1  What wasthesource soverall flexibility provision utilization throughout the per mit term?
4.1.a How often werethe flexible approaches used?

. Describe the nature of the changes that occurred at the facility under the
flexibility provisions.
. I dentify which changestook advantage of which flexibility provisions (e.g.,

new unit A was added pursuant to advance approval and within a PAL
emissions limit).
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DaimlerChrydler representatives stated that the NAP has made a wide range of changes under the
1995 PAL permit and the subsequent title V permit. In sum, DaimlerChrysler representatives
estimated that over 90 changesin coating system components, coatings, cleaning activities, fudl fired
sources, source locations, ventilation systems, and emissions control systems have been made
between 1995 and 2000. According to DNREC, some of these changes, absent the pre-approvals,
would have been subject to minor NSR. Severa categories of changes made under the flexible
permits are discussed below.

PAL Permit Condition 7 (emissions unit modifications increasing potentiadd VOC or NO, emissons

less than 25 tons/year):

. The NAP submitted applicationsfor alight bulb crusher and two hot water generators, which
were approved under this streamlined permitting process. No public hearing was requested,
so agpproval was granted within 45 days.

Pre-approved addition or elimination of auxiliary cleaning steps or minor coating operations affecting

VOC emissions:

. The NAP implemented new or revamped cleaning steps for the skid cleaner, hook washer,
dinamec tool clear, and E-coat filter cleaner.

Pre-approvedin-kind replacements and/or changesin the physical dimensions of each oven or booth:

. The NAP redesigned scrubbers, replaced ceramic blocks and increased instrumentation for
the regenerative thermal oxidizer control equipment, and extended the stacks on certain
booth zones.

Pre-approved introduction of new types of VOC containing materials:
. The NAP introduced several new coatings, including low odor purge solvents, new seders,
new clearcoat formulations, and new basecoat colors.

Possible future changes.

. The NAP aso predicted that the flexibility provided in thetitle V permit will enable the site
to be used for demonstrating new clearcoat applications and material technology over the
next three years (changes that will result in improved emissions per unit of output). The
facility is dso planning substantial modd styling changes in the future, which will require
more agile equipment to paint contours appropriately (including the need to change from
fixed bells to robots). Such changes will rely upon the permit’ s flexibility provisions.

4.1.b Howmany minor NSR permitsand/or titleV permit revisionswere necessary (i.e.,
not covered under the advance approval)?

DaimlerChryder representatives reported that their operational change needs have been fully
addressed by the flexibility provisonsin their flexible permits, and that they have not needed to seek
additional conventional construction permits. The two changes (mentioned above) made under the
PAL permit condition 7 were not specifically pre-approved, but were digible to go through an
expedited review process if all applicable requirements were met and if no public hearing was
requested during the public notice period.
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4.1.c Contrasttheseresultswith implementation under a conventional per mit design for
the same sour ce.
. What approach would the sour ce have taken for each changethat utilized a
flexible permit provision, absent that provision?
S not made the change
S taken steps to avoid triggering requirements (e.g., netted out of
major NSR)
S complied with full major/minor NSR permitting
S Were any other conditions taken to avoid applicable requirements
other than NSR? If so, which ones?
. How much time & resources were saved by utilizing the flexible per mit
provision(s), compared to the option you would have chosen above?
NAP went through amajor NSR review at the time that the 1995 flexible permit was established.
The decision to commit to the new paintshop at NAP was affected by the company's ability to secure
a permit where an additional major NSR would not betriggered if emissionswere carefully managed
by the company.

Using an aternate approach to both minor and major NSR via the PALSs (and the associated pre-
approvals) hasresulted in time and resource savings for the NAP. Because the PAL permit was
the first of its kind negotiated in Delaware, and the first for an automobile manufacturing facility,
PAL development took more effort than would otherwise occur once procedures for such permits
have been established. Even though the actual permitting process took place in 99 days, total
estimated labor during this time for DaimlerChryder, DNREC, and EPA was 1,330 hours. This
included the labor involved in completing the major NSR review of the new paintshop.
DaimlerChryder indicated that the level of effort for aPAL could likely be reduced to aslittle as 670
hours once PAL permitting practices are refined and standardized.

DaimlerChryder representatives discussed labor savings over the course of the initial PAL permit
term. Under a conventiona permit, the key labor during the five year permit term would likely
involve the repeated need to go through the State and/or federal NSR applicability analyses and
permitting processes, if warranted by the applicability analyses. DaimlerChrysler conducted an
andysis comparing permitting labor associated with the NAP PAL permit versus permitting labor
associated with a conventional permit, and found that the PAL permit implementation saved
approximately 505 staff hours for the facility (i.e., mid point between estimated savings of 10 hours
and 910 hours), and between 290 and 720 hoursfor DNREC. DNREC representativesindicated that
the agency staff labor savings are likely to be lower than those in the DaimlerChryder estimate,
athough the actual |abor savings would depend on the actual number of changes implemented under
the pre-approved change provisions.

Table4.1.c Labor Comparison Between Flexible and Conventional Per mit
(over 5 year permit term)

PAL Source Labor (in hours)
DaimlerChrysler DNREC
Negotiating the PAL 450-550 220-370
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Creating Emissions Tracking System 200 40
Emissions Reporting (Quarterly) & Review 800 160
Annual Site Visit / Permit Review 100 100
Total Labor 1150-1650 520-670
Conventionally Permitted Source DaimlerChrysler DNREC
Completion of 5-10 minor NSR Reviews 500-1000 300-600
One Major NSR Netting or PSD 400-800 220-500
Compliance Reporting/Review 160 40
Annual Site Visit/Review 100 100
Total Labor 1660-2060 960-1240
Labor Savings Associated with Flexible Permit 10-910 290-720

Note that the line items included in DaimlerChryder’s permit labor analysis in Table 4.1.c do not
include al labor associated with permit development and implementation. Thelineitemshighlight key
labor areasthat are likely to be unique under each permit type. While the figures aso assume more
detailed reporting will be required under the PAL, estimated time savings when compared to
conventiona permits remain. While it is difficult to precisaly estimate |abor savings between the
flexible and a hypothetical conventional permit, representatives from both DaimlerChryder and
DNREC indicated that they anticipate that the flexible permits have and are resulting in some labor
savings over the full permit term.

The above estimates do not include labor savings achieved during the subsequent title V permit term.
Sincetheflexibility provisions contained in theinitial PAL permit werefully incorporated into thetitle
V permit, no additional investment was required to develop the title V permit, as compared with a
conventiona title V permit. Cost and labor savings associated with DaimlerChryder’s continued
utilization of the pre-approval provisions, however, continue to accrue.

With regard to differences in permitting time frames under the flexible permit when compared with
a conventional permit, DNREC representatives indicated that there have likely been sizable time
savings under the flexible permit. DNREC representatives reported that it often takes 6 months to
issue a minor NSR permit, from the time the permit application is received by the State, and
considerably moretimeto issue amaor NSR permit. Thistime frame can extend longer when there
is an application review backlog at DNREC. Under the flexible permit, these construction and
modification permitting time frames are reduced or eliminated, in caseswhere the changes have been
pre-approved or where the public and agency review processes have been streamlined. For example,
those pre-approved changes that went through a public comment period and streamlined DNREC
review (see permit condition 7) were reduced to a45-day time frame under the 1995 flexible permit.
(When this condition was transferred to the title VV permit, a thirty day public comment period and a
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fifteen day comment review period were added to the time frame.) Additionally, the pre-approva
provisonsin the flexible permit eiminated the added potential delay associated with making minor
NSR applicability determinations and preparing construction permit applications (note: these time
frames are not included in the 6 to 9 month estimate for processing submitted construction permit
gpplications).

Documentation

4.2

What problems, if any, did you encounter regarding the following:

4.2.a Tracking of fugitive emissions

4.2.b Inclusion of emissions from startups, shutdowns, and malfunctions

4.2.c Inclusion of emissions from insignificant emissions activities

4.2.d Missing data

4.2.e Useof/updates to emission factors

4.2.f Application of ROPs (amount of errorsnoted) and missing critical assumptions
4.2.g Required content of logs

4.2.h Use of advance notices

No problems were encountered regarding the tracking of fugitive emissions under the NAP permits.
Because the monitoring approach is based on the amount of VOC input to and generated by the
system, any fugitive VOC emissions from the paint lines, including cure volétiles, are accounted for
in the EPA protocol. Therefore, they are also included in the NAP' s approach. Testing was done
to determine capture efficiency and transfer efficiency for the spray booths and booth/oven splitson
the coating lines.

No problems were encountered with regard to including emissions from startups, shutdowns, and
malfunctions, athough a procedura problem was encountered during the permit term. There was
abreakdown of communication between DNREC and DaimlerChryder regarding plant operation
during an RTO malfunction (the plant continued to operate when the RTO mafunctioned in August
of 1999). Plant staff was confused over the reporting requirements for RTO temperature deviations
and mafunctions, and did not know whom to contact in the event of amalfunction. Asaresult, the
RTO temperature fell at least 50 degrees bel ow the setpoint for 3 hours or more 3 timesin one week
without being addressed under the reporting provisions of the permit until the environmental staff
person returned to the plant. The plant continued to operate through these malfunctions, but the RTO
temperature never fell more than 100 degrees below the setpoint and no emissions limits were
exceeded. The NAP took measures to prevent recurrence of this issue by posting a malfunction
procedure flowchart on the RTO. See section 6.3 for additiona discussion. Because the monitoring
approach is based on the total amount of VOC input to the system (e.g., coating operations), any
VOC emissions from the painting lines are accounted for in the approach (in accordance with the
EPA protocol), including those occurring during startups, shutdowns, and malfunctions.

No problems were encountered with regard to inclusion of emissions from insignificant activities.
DNREC determined during the permit application review that VOC emissions from the fuel cell
loading (12.5 gallons of gasoline is pumped to each vehicle prior to engine testing) and gasoline
storage and delivery systems were insignificant; therefore, quantifying VOC emissions from these
process steps is not required.
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No problems were encountered with regard to missing data. Monitoring is based on the amount
(weight) of materid (e.g., coatings, solvents, sealants, and cleaning materials) delivered to the coating
lines, production rates, and the capture/transfer/destruction efficiencies associated with the control
device (RTO). The amount of material used and production rates are aways known; the control
deviceefficienciesare based on State-approved results of the most recent performancetests; missing
datais not an issue.

No problems were encountered with regard to use of and updates to emission factors. VOC
emission factors are not used for determining annual VOC emissions, the daily and annual VOC
emissons are based on the actual measurement of VOC usage. However, amonthly VOC emission
rateis caculated and used (in conjunction with daily production data, number of vehicles produced)
for determination of the prorated daily VOC emissions for compliance with the daily PAL.
Documentation is available for calculation of the daily emission factors (daily and monthly VOC
usage, calculated VOC emissions, and prorated vehicle production rates). No problems were noted
during the EPA Permit Review. NO, emissonfactorsare used for calculating NO, emissions from
the boilers and the RTO (incinerator). No emission factor updates have been used during the permit
period. No problems were encountered with the use of the EPA AP-42 emission factors.

No problems were identified by DNREC with regard to implementation of the replicable testing
procedures included in the permits (see section 2.1 for a description of this provision).

No problems were identified with regard to information required and/or contained in various logs
required by the permits. VOC usage records; performance test datafor transfer efficiency, capture
efficiency, and destruction efficiencies, waste materia analysis, and production records necessary
for conducting the material baance and determining the daily and annual VOC emissionsfor the PAL
are available and were reviewed. The combustion temperature of the RTO is monitored and logged
automaticaly (via computer system). The EPA Review Team viewed samples of each of thelogs
during the July 2001 ste visit and found dl required information to be in order.

DNREC representatives indicated that they have not encountered any problems related to advance
notices associated with implementation of advance-approved changes. It should be noted that not
al pre-approved changes require advance notice prior to implementation. For example, some
changes must only be reported in the monthly reports, following their implementation. See section
2.1 for specific information regarding the change notice requirements.

Quality/Quantity of I nformation

4.3

What was the quality and the quantity of monitoring data r eceived?

4.3.a. AreCEMSin place? If yes, were data provided?

4.3.b. Were stack tests performed? If yes, wereresults provided?

4.3.c. Was parametric monitoring performed? If yes, wereresults provided?

4.3.d. Wereany other monitoring approaches used? If yes, were data provided?
DNREC believes that the quality and quantity of monitoring data received is sufficient to determine
compliance with applicable permit provisions, and the enhanced and more frequent reporting
requirements for the PALSs provides better assurance that this data is reviewed and any potential
discrepancies are uncovered in atimely manner.
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4.4

4.5

4.6

4.7

The facility does not use continuous emissions monitoring systems (CEMS). Stack tests were
performed at the facility. Initial testing was conducted on the RTO in 1997 and the test results
showed an average of 95.5 percent destruction efficiency at 1,530EF. Parametric monitoring was
aso performed as part of the monitoring approach. Combustion temperature and inlet pressure are
the parameters monitored for the RTO. The average combustion temperature is calculated
automaticaly for al five combustion chambersinthe RTO. The parametric monitoring recordswere
reviewed by the EPA Review Team, and no problems or issues were noted. As previously
mentioned, a material balance of VOC usage is the primary monitoring approach. All October 30,
2000 data necessary for conducting the material balance were provided. Daily and monthly records
were reviewed. The type and amount of fuel used in the boilers and RTO is monitored.
Documentation for the No. 6 fuel oil sulfur content was provided. That fuel usage informationisthen
used in conjunction with emission factors to calculate daily and annual NO, emissions.

What was the per centage/amount of site-wide emissions subject to enhancedmonitoring,
recor dkeeping, reporting and/or controls that were greater than required by applicable
requirements under atraditional per mitting approach?

DaimlerChryder representatives believe that their ability to track emissions is improved under the
PALSs (as opposed to tracking multiple emissions limits for multiple emissions units). While VOC
monitoring would likely have been comparable under aconventiona permitting approach, the facility
did not previoudy have automated monitoring for NO,, and this improved approach would not have
been likely absent the NO, PAL.

The applicable requirements for this source under a“conventiona” permit would be comparable in
terms of level of detail and the amount of effort (Iabor) required to maintain and provide the required
records. The requirements for daily and annua (12-month rolling totals) involved some up-front
recordkeeping planning and design, but did not present a significant burden compared to typical title
V recordkeeping and reporting requirements.

Did actual changes made match their up-front descriptions? If not, why not and how were
the discrepancies addressed?

DNREC representatives stated that information submitted for installation of the hot water boilers
(utilizing permit condition 7; see section 2.1) was initialy inconsistent, but this was corrected in an
amendment request submitted in June of 1996 and issued on August of 1996. No other problems
matching changes to up-front descriptions were identified by DNREC or the EPA Review Team.

How many changes (e.g., potential NSR triggering events) are identified in the logs?
See section 4.1.afor discussion regarding the number of changes (approximeately 90) identified in the
logs between 1995 and June 2001.

What types of information and level of documentation detail areincluded in the logs?
See section for 2.1.b for a description of the information contained in logs documenting advance-
approved changes made and aternate operating scenarios implemented at the NAP. DNREC
representatives indicated that they believethat the level of detail contained in on-sitelogs at the NAP
provides sufficient detail for Department personnel to understand the changes and to determine
compliance with permit conditions and applicable requirements.
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4.8

4.9

Was there any confusion over the location of new emissions units and what requirements
are applicableto them? If so, please describe the confusion and how it was resolved.
Neither DNREC nor DaimlerChrydler identified any confusion over the location of new emissions
units or the associated applicability of requirements.

What types of information and level of documentation detail areincluded in the notices?
Under the PAL and title V permits, no advance notices are required for individual changes
implemented using the conventional and PAL advance approva provisions. Notice of changes made
using these advance approva provisions is made in the monthly emissions and advance-approved
change reports and the Annual Compliance Certification reports submitted to DNREC. For example,
the Annual Compliance Certification for 1998 (submitted on March 30, 1999) listed 17 changes that
had been implemented during the 1998 calendar year using the conventional and PAL advance
gpprova provisions. Table 4.9below lists these changes as they were described in the 1998 Annual
Compliance Certification.

Table4.9 DaimlerChrysler NAP Advance-Approved Changes for 1998

Item Description of Change/ New Construction Initial Startup Date
1 New/less odorous water borne purge solvent - #04889291 2/16/98
2 New/less odorous clear coat purge solvent - #04889320A A 3/16/98
3 New BIW hot water boiler #1 - 4.0 million BTU 4/13/98
4 New BIW hot water boiler #2 - 4.0 million BTU 4/13/98
5 New main administration building hot water boiler - 333,000 BTU 4/13/98
6 New vehicleroll test exhaust system 4/13/98
7 New material loctite #04187443 (Material for securing bolts on engine 5/6/98

line)
8 New material powder anti-chip - #04889216 6/18/98
9 New BIW hot water boiler #3 - 4.0 million BTU 7/26/98
10 New six (6) additional Air Supply Handling Houses (ASH) for 7/26/98

general building exhaust (ASH 104, 105, 106, 108, 111, and 120)

11 Installation and exemption of the Spraymation Lab - for the purpose 7/26/98
of spraying out samples of paint prior to loading into the system

12 Installation of eight (8) new base coat exhaust stacks. Was 111 feet 7/26/98
above ground level, now 134 feet above ground level.

13 Installation of four (4) new clear coat exhaust stacks. Was 111 feet 8/2/98
above ground level, now 184 feet above ground level.

14 New material / color - water borne base coat patriot blue - part 9/3/98
#04889293AA
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15 New material / color - water borne base coat bright platinum - part 9/14/98
#04889293AA

16 New material - BIW Car Wash Henkel - 1500 CL - part #00201774 9/17/98

17 New material - BIW Car Wash Henkel - 1523 S - part #04889099A A 9/17/98

Under the title V permit, an advance notice is required for “operationa flexibility” changes made
under Condition 4 of the permit. See section 2.1.a for alist of the information required in this
advance notice. An emergency generator was installed under Condition 4. The notice to DNREC
included a description of the change, alist of applicable requirements related to the change, and the
plant’ s proposed approach for monitoring and recordkeeping (cons stent with the permit conditions).
The notice was accompanied by AQM Form 1001v, which includes a table listing applicable
requirements for the new equipment.

4.10 Werethecalculationsrequired by the permit included in or attached to the on-site log?
Calculations and data required by the permit are maintained on paper copies as well as eectronic
spreadsheets. DaimlerChrysler representatives reported that emissions monitoring datais manudly
entered into the spreadsheets, and the numbers are routinely reviewed for discrepancies. These
spreadsheets are used to generate files and monitoring reports submitted to DNREC.

I 5. DESIGN ADEQUACY OF THE FLEXIBLE PERMITS I

General inquiries based on subsequent implementation of the flexibility provisions

5.1  Wereany applicable requirements omitted?
DNREC representatives indicated that all applicable requirements were addressed by the permit.
The EPA Review Team did not find evidence of any currently applicable requirements that were
omitted from the permit.

5.2  Wasmonitoring sufficient?
5.2.a Doesthe permit utilize appropriate monitoring methodologies based on the types
of emissions unitsinvolved?
DNREC representatives reported that they believe that the monitoring methods utilized in the
DaimlerChryder Newark Assembly Plant (NAP) PAL and title V permits were sufficient to
demonstrate compliance accurately and consistently with al applicable requirements and to ensure
that the permits were practicably enforceable. See section 4.3 for a more detailed discussion of
DNREC' s perspective on the adequacy of the selected monitoring approach.

The EPA Review Team concluded that the NAP flexible permits utilize appropriate monitoring
methodologies given the types of emissions units present at the facility. The material balance
methodology (which isbased on EPA’ sautomotive protocol) used for determining the VOC emission
rate from the NAP is appropriate. The parametric monitoring requirements for combustion
temperature associated with the RTO are appropriate and consistent with those used for similar
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5.3

5.4

5.5

5.6

emissions sources. The emissionsfactor/fuel usage approach used to monitor boiler emissionsisaso
appropriate for calculating NO, emissions.

Were there any problems trandating the advance approval concepts into actual permit
provisions?

DNREC sated that while development of advance approval permit provisionstook time, they did not
have any difficulties trandating concepts into permit provisions.

Were the advance-approved categories of changes sufficiently well-defined to cover the
actual changes made? If not, how wer e these changes made?

NAP and DNREC representatives believed the changes were sufficiently well defined; however,
DNREC and the NAP have at times held discussions regarding the applicability of changes to the
flexibility provisions to ensure proper implementation.

Did the permit contain all calculation procedur essROPsneeded by the sour ceto deter mine
applicability and assure practical enforceability? If not, how did the source determine
applicability and assure practical enfor ceability?

DNREC representatives stated that they believe the permit contained clear and replicable procedures
for determining applicability and ensure compliance. The EPA Review Team found that al
calculation procedures necessary to determine compliance were included in the permit (or included
by reference in the EPA protocol).

Were all critical assumptionsfor ROPs use and/or emissionstracking also included in the

permit? If not, how were these gaps addr essed?

The EPA Review Team found that all assumptions associated with the replicabl e testing procedures
and emissions tracking were included in the permits. See section 2.1 for a description of the
replicable testing procedures provisions contained in the permits.

Tool Specific Inquiries

5.8

5.9

Replacement Conditions

5.8.a Were themassbalance based formulae adequateto limit actual emissions? If not,
what were the inadequacies and how were they corrected by the source and
permitting authority?

5.8.b Wereall critical assumptions for using the formulae contained in the permit? If
not, what wer e the inadequacies and how were they corrected by the source and
per mitting authority?

Not applicable.

P2 Provisions

5.9.a Was P2 adequately recognized and encour aged by the design of the permit? If not,
why not and what changes could be made to better recognize and encourage P2?

DNREC representatives and the EPA Review Team stated that they were comfortable with the use

of P2 in the permit, and pleased with the P2 results so far. The DaimlerChryder permit is rather

unique in that it includes an enforceable P2 goal targeting V OC emissions reductions associated with

topcoat coating operations that must be achieved by September 2003. In addition, the design of the

34



permit encourages P2, since emissions reductions resulting from P2 create additional compliance
margin under the PALs that can be used to allow for increased production or to further reduce risk
of exceeding the emissions limits. The advance-approved change provisions aso reduce the
regulatory friction (e.g., uncertainty, time delay) associated with making changes that result in P2
gains. For example, by facilitating the upgrading of robot nozzles for coating operations, the facility
can improve the transfer efficiency of coating activities, thereby reducing excess VOC emissions.

5.10 Fugitive Emissions
5.10.a How dependent on changesin fugitive emissions was the ability of the source to
comply with any cap?
Changes in fugitive emissons have little impact onthe NAP s PAL compliance, dueto thefacility’s
sgnificant margin of compliance under its PALSs, and the fact that automobile manufacturing does
not vary significantly on a day-to-day basis. Therefore, significant fluctuations in fugitives are
unlikely. Additionally, the mass balance approach to VOC emissions monitoring takes into account
fugitive VOC emissions.

I 6. PRACTICAL ENFORCEABILITY OF THE FLEXIBILITY PROVISIONS I

6.1  Assesstheoverall practical enforceability of the permit’sflexibility provisions.

6.1a Doesthe permit require monitoring, recordkeeping and reporting in appropriate
timeintervals (e.g., daily recordsfor daily limits)?

6.1b Can an inspector visiting the site determine historical and contemporaneous
compliance with the flexible permit from records maintained on site?

6.1c Doesthepermit contain alegal obligation for the sourceto adheretothetermsand
conditions of the limitation?

6.1d Does the permit rely on the efficiency of an air pollution control device for
compliance with an emissions limit? If so, how isthat efficiency determined and
shown to be accur ate?

DNREC representatives indicated that they believe that the DaimlerChryder flexible permits are

practicably enforceable. They further indicated that DNREC inspectors were able to determine

historical and contemporaneous compliance with the permits during on-site inspections. DNREC

representatives also indicated that the monthly reports enabled DNREC staff to closely monitor the

facility’ scompliance with the emissions caps. DNREC inspectors further indicated that they believe

that, under the flexible permits, they have more detailed information available to them in advance of

an inspection regarding changes made at the facility than they typically have available under amore

conventional permit. The permitscontain alegal obligation for the source to adhere to the terms and

conditions contained in the permit, including the PALSs.

The EPA Review Team found that the conditions contained in the permits are practicably
enforceable.  As mentioned, the EPA Review Team was able to exactly reproduce
DaimlerChryder’s emissions cdculations from a selected time period using the data maintained in
records and logs. See sections 4.2, 4.3, and 4.4 for discussion of the appropriateness of required
monitoring and recordkeeping information to support the practica enforcesbility of the permit
conditions.
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6.3

The permits rely on the efficiency of an air pollution control device for compliance with the VOC
PALs. The current coating operations at the Newark Assembly Plant include the capture and
destruction of VOC emissionsfrom the solvent flash-off areas and the drying ovens. Thedestruction
efficiency associated with the control device (RTO) is one of many factors included in the VOC
emissions caculations. Per the permit conditions which reference EPA’s* Protocol for Determining
the VOC Emission Rate of Automobile and Light-Duty Truck Topcoat Operations,” the destruction
efficiency isincluded in the VOC calculations. The permit specifies that performance testing must
be done on the RTO in accordance with EPA-approved test methods and the test results must be
approved by the State. Only then can the approved destruction efficiency numbers be used in the
emissons rate calculations. Thereisaso an annual requirement for the source to review the process
and control equipment and certify that no significant changes have occurred.

Does the permit require the correct type and amount of information (in logs, notices,
monitoring data, etc.) to determine the number and duration of any deviations?

DNREC representativesindicated that they believe that the monitoring, reporting, and recordkeeping
requirements specified in the permit is sufficient to determine whether any deviations have occurred.

The EPA Review Team found that the permit requiresthe correct type of information for conducting
and documenting the material balance and for reporting the results and any deviations. The
monitoring specifications referenced in EPA’ s protocol for performance testing of control devices
(see section 6.1 for additiona discussion) do not specify any minimum required frequency for
performance testing, although sources are required to conduct an annua review and certification.
Under the protocol, certain significant changes made by a source trigger the need for the source to
conduct a test of control device performance to ensure that no performance degradation has
occurred. In addition, DNREC reviews all process changes and if DNREC believes that a change
may affect the efficiency of a piece of equipment, it hasthelega authority to require aperformance
test. Specific to the history of testing at NAP under the flexible permits, the destruction efficiency
of the RTO has been tested twice since it was placed in service in 1997 and the topcoat system has
been tested according to the protocol twice since it came on linein 1997. EPA is considering the
need to revise the protocol to ensure that a minimum frequency of actual control device tests are
conducted by sources (e.g., once per permit term). The EPA Review Team suggests that DNREC
and DaimlerChryder consider, upon permit renewal, establishing a required frequency of actua
testing of at least once per permit period (e.g., five years).

What was the nature and duration of any deviations?

DamlerChrysler experienced two mafunctions with emissions control equipment, the regenerative
therma oxidizer (RTO), at the NAP. One malfunction occurred in August 1999, when the RTO fell
at least 50 degrees below the setpoint for at least three hours on three different days in one week.
This malfunction was previoudy discussed in section 4.2.

In February of 2000, a fire occurred in the RTO burner tubes at the end of a second shift. At 5:30
AM the following morning, the NAP began production without the RTO running. Although no
violaions of the short-term emissions limits occurred, this was a violation of the permit provisions
stating that the RTO must be functioning during coating operations, unless an emergency Situation
exists. DNREC representatives stated that they did not agree that thiswas an emergency situation.
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6.8

DNREC brought enforcement action on DaimlerChryder for these two incidents in April of 2001.
Fines totaled $25,000.

Can all calculationsrequired by the permit, including ROPs, beduplicated? Can everyone
under stand and apply them consistently?

DNREC inspectors indicated that they have not had any problems understanding the calculations or
duplicating calculations during inspections.

During the July sitevisit, the EPA Review Team al so tested cal culations for a selected period of time
and was able to replicate the NAP's numbers. The calculations are contained in a spreadsheet
format and are sufficiently documented. The EPA protocol and PAL permits include several long
equations that utilize severa different terms and factors. While these equations are long and may
appear to be complex, they basicaly follow an“IN - OUT” materia baance approach. Oncedl the
variables (or inputs) from the daily reporting are obtained, they can be plugged into the equations to
perform simple calculations to demonstrate compliance with the PALSs.

Doesthepermit clearly set forth theapplicablerequirementsfor every changemadeby the
source? If not, what additional information is necessary

The permit contains a tiered approach to changes, depending on the type of change and resulting
emissions increase: conventiona advance-approved changes and PAL advance-approved changes
(for VOC and NO, sources only) can be made if the NAP complies with al certification,
recordkeeping and reporting requirements, and does not violate the short and long-term emissions
limits. Other changes subject to new applicable requirements with less than 25 tons/year potential
VOCs or NO, emissions can enter into an expedited review process if all other requirements,
including completed application and public notice, are met. Changes subject to new applicable
requirements and increased VOC or NO, emissions greater than 25 tons/year must ensure
compliance with the PALSs, addresstoxics concerns, and install BACT. DNREC reserves the right
to add additional requirements if deemed necessary.

Werethere any issues associated with off-permit notices (e.g., adequacy of descriptions)?
As of July 2001, the NAP has not had any off-permit notices associated with the title V permit.

Compare the “ease” of inspecting sources with flexible provisions to that of inspecting
similar sourceswith conventional permits. For the units affected by flexibility provisions,
what wor ked well and what posed difficulties?

DNREC inspectors indicated that the “ease” of inspecting sources with flexible provisions is
approximately the same as under a conventional permit. In some cases, inspecting a source with a
flexible permit may be easier, if the number of unit-specific requirements has been streamlined or
reduced. With automobile assembly plants, inspections are mostly a matter of “accounting”,
whereas as chemical facilities might be more complicated.

Compare the compliance rate (to date) of flexible provisions within the permit with
compliance rates of conventional regulatory per mits gover ning the sametypes of changes
at similar sour ces, and for similar types of changes with the same sour ce under previous
conventional permits.
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DNREC representatives stated that when comparing the NAP permit to another similar
manufacturer in ther jurisdiction, the effect of the emissions cap may actually facilitate better
compliance. For example, the other facility installed burners that were larger than those described
in the permit gpplication. This turned out to be a significant problem triggering more requirements.
For the NAP, however, such an ingtalation would have fallen under the PALs without any
complianceissues. Theother facility also had leaky spray booth valves which leaked about 500 tons
of xylene over the course of two years. Had thisfacility had aPAL and monthly emissions reporting
requirement like the NAP, this leak may have been detected much sooner.

I 7. PERMIT COSTS, BENEFITS& VALUE ADDED I

7.1 Did the flexible permits provide you with benefits in terms of: practical enforceability;

information flow; environmental/emissions results; economic results; etc.?
Representatives from DNREC and DaimlerChrysler both reported that they were pleased with the

benefits derived from the flexibility provisons in the NAP's flexible air permits. The following
benefits were identified by DNREC and DaimlerChryder.

DNREC representatives identified the following benefits associated with the permits:

. Lower Allowable Emissions: The PAL permits capped annua facility emissions at a rate
below the level which would have been required under a conventional permitting scenario.
DNREC could have instead capped the facility at current actuals rather than historical
actuals, which would have made the effective limit higher. Aswaell, the permit required the
NAP to make additional VOC reductions to comply with LAER.

. Lower Actual Emissions: While the flexible permits cannot be directly credited with
reductions in actual emissionsreductions during the permit term (i.e., the reductionswere not
required by the permit), DNREC and DaimlerChrysler representatives reported that the
flexible permits created a framework that encouraged emissions reductions and pollution
prevention. First, the emissions caps provided an incentive for the facility to increase its
margins of compliance below the caps to reduce risk of noncompliance and to create room
for potential production increases. Second, the advance-approved changes reduced the
adminigrative “friction” (e.g., uncertainty, delay) associated with making changes that
reduced emissions. During the permit terms, the NAP lowered its annual actual VOC
emissions from 1165 tons/year in 1994 to 776 tons/year in 2000. Most of these reductions
have resulted from P2, including significant efforts to reduce VOCs and HAPs associated
with coating processes. The NO, emissions have dropped from 174 tons/year in 1994 to 61
tons/year in 2000, remaining under the 150.71 tons/year PAL set in 1995,

. Enforceable P2 Goals: The permit contains an enforceable target for decreasing emissions
associated with topcoat coating technologies. |If the facility is unable to implement powder
clearcoat technology by September 2003, they must either reduce VOC emissions from
existing topcoat activities to below 7 pounds of VOCs per gallon of applied coating solids on
an interim basis until powder iscommercidly available. If DaimlerChryder doesnot believe
that it will be able to meet the requirement to use powder clearcoat, it must submit aplan for
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DNREC approva by September 1, 2002 to expeditioudy achieve 6 pounds of VOCs per
gallon of gpplied coating solids.

Increased Information Flow. DNREC stated that the enhanced flow of information (e.g.,
monthly PAL reports) provides them with significantly more information than would be
available under a conventiona permitting scenario. Monthly reports include information on
fecility-wide emissons, providing an easy-to-understand accounting of overal facility
emissons. Monthly reporting of advance-approved changes implemented at the facility
provides DNREC staff (and the public through the agency files) with frequent information
on facility changes. DNREC staff indicated that the low administrative friction associated
with making advance-approved changes creates incentives for the facility to report changes
made that might not even trigger minor NSR applicability under a conventional permitting
process, increasing the availability of information regarding facility operations.
DaimlerChryder is aso required to report on pollution prevention activities undertaken.

State Economic Benefit: DNREC representatives indicated that their willingness to work
with DaimlerChryder to develop the initid flexible permit likely was a mgor factor in
DaimlerChryder’sdecision to invest in renovating the NAP (e.g., $325 million was invested
to construct the new paint shop facility) to produce the Dodge Durango. DNREC
representatives believe that the flexible permit has hel ped to secure the approximately 2,900
jobs associated with the plant.

DaimlerChryder representatives identified the following additional benefits associated with the
NAP s flexible permits:

Increased Market Responsiveness: DaimlerChryder representatives indicated that the
permit hasincreased thefacility’ sability to respond to short-term changesin market demand,
as well as to accommodate the tight project time lines associated with occasiona model
changeovers. DaimlerChryder representatives identified that over 90 changes that have
utilized the advance-approved change provisons of the permitss. DNREC and
DaimlerChryder representatives reported that under a conventional permitting scenario,
some of these changeswould likely havetriggered case-by-case applicability determinations
and potentia permitting actions that could have extended to 6 to 9 months each. They
anticipate that the advance-approved change provisions in the title V permit will be used
more over the next few years, as DaimlerChrysler makes changes to the Durango for new
model years and potentially manufactures new vehicles at the plant.

Increased Certainty and Regulatory Predictability: DaimlerChryder representatives
indicated that the advance-approved change provisionsin the permit eliminated the need to
conduct NSR applicability determinations for desired changes (e.g., determining what
constitutes routine maintenance and repair and replacement in-kind), provided the changes
met the advance-approved change criteria and facility emisson remained below the
established PALs. This increased the certainty around how various changes would be
handled and enhanced the predictability associated with making those changes, enabling the
facility to better plan facility upgrades and projects, including pollution prevention activities.
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7.2

. Reduced Complexity: DaimlerChryder representatives reported that a primary reason for
pursuing the flexible PAL permits was to reduce the complexity of the facility’s air permits
and to make them more intuitive. DaimlerChryder was interested in streamlining permit
conditions and reducing unit-specific controls so that the resulting air permit would be easier
to understand and comply with. In addition, environmental personnel found the flexible
permit requirements easier to communicate to operations personnel, since the focus of the
permitsis on overdl facility emissionslevels, and less on numerous unit-specific production,
content, and emissions limitations. Focus on overal facility emissions has helped to increase
awareness among facility personnel of the permit requirements and the reasons for them.
These objectivesdovetailed with DaimlerChryder’ slean manufacturing initiativesthat seek -
in al areas of the business - to reduce complexity and wasted time and energy.

. Facilitated Pollution Prevention: With respect to pollution prevention, DaimlerChryder
indicatedthat theflexible permit, by crestingamore operationa changefriendly environment,
lowered the administrative “friction” (e.g., uncertainty, delay) associated with undertaking
iterative operationa change needed to increase the resource productivity of its operations.
DaimlerChryder indicated that their operational changes typicaly produce a range of
pollution prevention benefits (fewer emissions per unit of product, less scrap, lower energy
requirements) as many changes are geared to improving the reliability and/or material
utilization associated with a piece of production equipment. See section 7.3 for additional
discussion of pollution prevention benefits derived from the flexible permits.

. Resour ce Savings: DaimlerChrysler representatives estimated that theflexible permitssave
the facility significant staff time that would have been associated with applicability
determinations and permit actions for changes made using the advance approval provisions.
They estimated that approximately 505 hours of staff time were saved under the initial
flexible permit (see section 4.1.c). These savings are projected to increase in the future as
the facility makes more changes utilizing the advance approval provisions in the permit.

See sections 4.1.c and 7.2 (below) for additiona discussion of permit benefits experienced by
DaimlerChrydler.

Did theflexible permit allow you (the source) to better plan your operations (e.g., longer
planning horizon)? If so, how? Please give examples of activities that could be planned
better with flexible permit, with details as to how typical permits do not allow similar
planning.

DaimlerChryder representatives indicated that the compression of the vehicle development time
frame to 18-22 months has significantly increased the company’s interest in ensuring that air
permitting activities are predictable (e.g., that the company know what they will need to do to assure
compliance) and can be addressed within the projecttimeline. Asaresult, DaimlerChryder stated
that if there is any question that they will not be able to meet their product development time frame
due to air permitting constraints or delays, they must decide when and where to make sacrifices.
Severa options may exig, including: (1) DaimlerChryder may have to move the project to alocation
with more flexible permitting requirements (e.g., facilities in Canada can begin construction prior to
completion of permits); (2) DaimlerChrysder may have to alter operations to save time (such as
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7.3

implement add-on controls); or (3) DaimlerChryder may not be able to move forward with the project
on the desired time frame or at dl.

DaimlerChryder also stated that planning operations can be difficult under conventional minor and
major NSR, where applicability, resulting requirements, and the amount of time it takesto complete
the permit process are all very uncertain. The netting equations for mgjor NSR are not only time
consuming, but may be subject to considerable discussion between source and permitting authority,
with uncertain results. Similarly, both DNREC and the NAP stated that minor NSR applicability
criteria are not always necessarily clear. Once applicability has been determined, DNREC has a
“firgt-in-first-out” policy for reviewing minor and mgor permits, so the amount of time it takes to
complete a conventiona permitting process may vary depending on how many other permits are in
gueue and on how many permitting engineers are available. The uncertainty associated with
applicability and timing of review can exacerbate planning difficulties at the NAP.

With the flexible permit, changes that would trigger many minor and major NSR are covered aslong
asthe PAL limitsare not exceeded. Thishas, according to the NAP, effectively eliminated problems
associatedwith operational planning previoudy experienced under conventional permitting. TheNAP
can begin work on process changes and refinementswhen it is expeditious to do so, even if the exact
scope of the change was till under development (provided the change is advance-approved).
DaimlerChryder believed this to be an important benefit to competitiveness and overall business
success.

What P2 activities did you undertake during the term of the flexible per mit?
7.3.a  Which P2 activities, if any, would you have performed even without the flexible
permit?
7.3.b Did having the flexible per mit change the timing or extent of your P2 efforts?
7.3.c  What emissionsreductions wer e achieved asa result?
7.3.d How much environmental benefit do you perceive in P2 provisions?
7.3.e  Have P2 provisions helped enhance per mit flexibility and/or efficiency?
DaimlerChryder representatives indicated that the NAP has undertaken numerous P2 activities
during theterms of the flexible permits. Asprevioudy mentioned, P2 iscentral to DaimlerChryder’'s
compliance strategy. They indicated that many of the P2 initiatives described in section 1.25 (e.g.,
transition to waterborne coating operations, lean manufacturing) were supported and promoted by
the flexible permit. DaimlerChryder representatives reported that, in the absence of the flexible
permits, the facility might have still pursued many of these P2 initiatives since the company has made
a strong commitment to P2 instead of add-on pollution control equipment, where optionsexist. They
added, however, that under a conventiona permitting scenario many of these P2 initiatives would
have been delayed to coincide with permit renewal time frames. They emphasized that the flexible
permits significantly reduce the regulatory friction (e.g., uncertainty, delay) associated with making
P2 changes, increasing incentives for P2.

DaimlerChryder representatives reported the following P2 activities, along others, that have been
implemented during the permit terms.

. Implementation of lead-free E-Coat process.
. Implementation of powder primer surfacer/antichip coating technology to reduce VOC
emissions.
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. Conversion to waterborne basecoat process.

. Development of clearcoat system compatible with subsegquent conversion to powder
technology.

. Implementation of energy-efficiency improvementsto RTO.

. Development of low HAP formulations of al coatings, solvents, and adhesives.

. Ingtalation of solvent management system to reduce emissions of purge and clean-up
solvents.

. Installation of paint dudge dryer for dudge recycling.

. Elimination of high bake repair.

. Grate coating and machine covers used to reduce cleaning solvent use.

. Implementation of main boilers shutdown in the summer, through installation of water
heaters.

Many of the above listed P2 activities resulted in per vehicle reductions of VOC emissions.
Information on the actual emissions reductions associated with these specific activities were not
available.

How useful isthe annual P2 report?

7.4.a How useful wasit to have the source track P2 activities and their results?
DNREC representatives indicated that tracking source P2 activities is useful to DNREC' s Office
of Business and Permitting Services. Reporting successful P2 initiatives can help the Engineering
and Compliance branch of DNREC apply these concepts to other facilities. Interest in NAP P2
accomplishments among DNREC' s Engineering and Compliance group has primarily focused on the
facility’ s progress towards meeting the 2003 P2 targets associated with vehicle topcoat emissions.

From DaimlerChryder’s perspective, because of the flexibility under this permit, the NAP is better
able to experiment with new clearcoat applications and materia technology, many innovations of
which could result in pollution prevention. Those successes are then considered for use at other
company sites. DaimlerChryder representatives indicated that P2 reporting helps the facility track
P2 initiatives and better enables the facility to communicate these accomplishments and seek
opportunities to transfer the projects to other DaimlerChryder facilities.

Describe the type and amount of emissions reductions made to comply specifically with

emissions caps/PALs (e.g., whenyou added or expanded units, or increased use of units,

how did you ensure that emissions would stay below the PAL or emissions cap?).

7.5a Didyour emissionsper unit of production (e.g., Ibs/'widget or IbsymmBTU) godown,
stay the same or go up during the term of the flexible per mit?

7.5.b Inthe absence of a PAL or emissions cap, please explain how you would have
accommodated those same expansions or increasesin use.

C Would emissions may have differed?

C Would you have been ableto net out of NSR/PSD review?

C Would you still havetriggered Title V permit modification tracks?
c Would you not have made the change?

The NAP has not yet had to reduce emissions beyond those accomplished through P2 to remain
under the PALSs because it has not made significant changes resulting in emissions increases that
need to be offset. However, the NAP has reduced VOC emissions, partly through P2, resulting in
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arelatively large margin of compliance currently at the facility. See section 1.20 for information on
actua emissions and the PALs.

Did the timing and/or design of the PAL influence the timing of additional control
equipment and/or pollution prevention? If so, how and why?

DaimlerChryder representatives indicated that the flexible permit has enabled the facility to
implement additional P2 measures that have reduced the need for additiona pollution control
equipment.

DaimlerChryder compared the situation at NAP to the permitting Situation and environmental
performance of another assembly plant, which has similar operationsto the NAP, but operates under
conventional air permits. DaimlerChrysler representatives reported that the need for frequent permit
changes hasinhibited the other plant’ sability to modernize production methods and reduce emissions.
Whereas the NAP facility has seen adecreasein emissions under the PALS, emissions at the other
plant have remained the same. Part of thislack of P2 attention at the other facility is the fact that
it has incineration on part of the topcoat booth emissions and the company is not sure that P2
improvements will alow them to reduce the use of incineration. With a significant investment in a
pollution control device that cannot be turned off and which may not perform as well on a lower
emissions load, the facility has a reduced incentive to undertake P2 efforts, such as converting to
water borne basecoat. The other facility does continue to seek ways to reduce emissions and
improve overdl emissions performance at the site, but DaimlerChryder believesthisis more difficult
and costly under the conventional permitting system.

Do you believe any of the flexible approaches are transferable to other
jurisdictions/sour ces? I f so, which ones? For what sources? Why are these approaches
transferable?

DaimlerChryder hopes that the PAL concepts and other permit flexibility provisions can be applied
toall of itsfacilities acrossthe country. DaimlerChrydler representatives indicated that the company
has set agoal of having flexible permitsfor al DaimlerChryder facilitieswithin two years. However,
DamlerChrysler representatives indicated that they have encountered hesitance from some states
that are opting to hold off on negotiating PALs and/or flexible permits until EPA guidance or
rulemaking is complete.

DNREC representatives stated that they will consider these approaches for other sources, but their
decision will largely depend on the source’s commitment to compliance and pollution prevention, as
well asthe source' stechnical capacity for effectively managing under aflexible permit. See section
1.18 for discussion of factors that DNREC considers when determining the appropriateness of
flexible permitting techniques for a source. See section 1.10 for information on other sources in
Delaware with which DNREC has pursued flexible permitting.

Compar e a conventional permitting approach to that taken under the flexible permitsin

terms of:
7.8.a Environmental performance, including emissions trends, emissions

increases/reductions, emissions gaps between actual and allowable emissions, and
other notable environmental results;
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7.8.b Overall development effort and ongoing maintenance costs (what wer e/ have been
the investments of both the permitting authority and the sour ce?)

. Which type of permit has more up-front costs (uses mor e resour ces)?
. What isthe difference in up-front transaction costs?

. Which type of permit has fewer implementation costs?

. What isthe difference in the implementation costs?

7.8.c  Number of permit actions/modificationsrequired, aswell asassociated transaction
costs or costs avoided (e.g., source reductions in opportunity cost, permitting

authority value added for advance notice, of MRR, control devices, etc.)
DaimlerChrydler representatives presented acomparison of the implementation of the NAPflexible

permit with that of conventiona air permits at another DaimlerChryder plant. In the late 1980s, this
plant also wanted to construct a new paint shop and went through federal non-attainment NSR
(which included a LAER review). The site was permitted to build a new paint shop with solvent
borne basecoat and an add-on control for part of the booth emissions (as part of LAER).

The other site haseight permits, each has multiple, unit-specific technology limits, emissions limits
for different time periods, and avariety of operating conditions specific to each emissonsunit. Since
the late 1980s, the facility has been addressing permit modifications and other concerns on a
continuous basis. More specificaly, since 1992 the plant has had to obtain 12 permits or permit

revisions, two involving federal NSR. Thelast three amendments, on average, each took over ayear

to complete. DaimlerChryder believes that had the site been under a flexible/PAL permit, this
number of permit transactions could have been reduced to only two, saving time and money aswell

as facilitating timely completion of P2 activities.

DaimlerChryder also stated that due to the specificity and prescriptive nature of the conventional
permits, the facility has been out of compliance on a number of occasions with non-substantive
requirements (e.g., stack height parameters). The need for constant permit attention had aso
diminished the plant’s ability to make changes to reduce emissions and/or modernize production
processes.

Comparing permitted limitations between the two facilities, while the other site has 127 specific
emissons limits, the NAP 1995 permit only had 16. Similarly, while the other site has 162 specific
limits on equipment, materias, and operations, the NAP 1995 permit had only 20, without reducing
environmental protection. (The other Site has not yet received its title V permit so it is not possible
to compare the complexity of the permitting of the two sitesin the title VV context.)

I 8. OTHER ISSUES I

Future Flexible Permit Development
8.1 Do you anticipate any changesin the next version of the flexible permit?
8.1.a If so, what changes would you request/make (e.g., additions and subtractions) and
why?
8.1.b Doyou believethe existing regulations already provide for such changes? If so,
how? If not, why not?




8.2

DNREC representatives indicated that they do not, as of July 2001, anticipate many changes to the
flexibility provisions in the next version of the flexible title V permit. The current title V permit
(issued in 1999) includes dl of the flexibility provisions that were included in the facility’s origina
flexible permit (issued in 1995).

There are afew areasin which changes are likely to appear in the next version of the facility’ stitle
V permit. First, the new permit will likely include PALSs that are adjusted downward to account for
the effect of any new state NO, and VOC regulations (see Condition 3inthe origind PAL permit).
Second, the new permit will need to address the status of the LAER/P2 provision that requires
DaimlerChrydler to begin using powder clearcoat technology in September 2003 or to achievealower
LAER topcoat limit (7 Ibs. of VOCs per gallon of applied coating solids on an interim basis or 6
Ibs/gallon of applied coating solids on a permanent basis).

Do you believethere be any value added by EPA’sfinalizing guidancein thisarea? If not,
why not? If so, how?

DNREC representatives stated that finalized guidance, although not necessary in their opinion, could
be helpful in other areas of the country, as long as the guidance is not too prescriptive and grants
permitting authorities discretion in how the provisions are implemented. They further indicated that
clarification of “permit streamlining” should be addressed in any guidance, rulemaking, or regulations
addressing flexible permitting. DNREC encouraged EPA to consider developing a guidance
document which could serve asatoal to attain consistency between the Regions and to promote the
PAL concept among the states while maintaining a state's discretion in issuing PALs. DNREC
indicatedthat they prefer guidance on how PALSs can beissued under the existing NSR rulesin order
to promote higher utilization and acceptance in other jurisdictions.

DaimlerChryder representatives indicated that they strongly believe there is value in findizing the
NSR rulemaking and EPA guidance related to flexible permitting, so long as it accommodates
industry flexibility needs, including needs outside of the energy and utility sectors. They stated that
“arule or policy that is elegant but unused is not worth issuing”. DaimlerChryder representatives
offered the following comments on PAL policy and NSR reform that relate to flexible permitting.

. PALSs should be an option for the source and air agency.

. PALs should be available to a source for a minimum of a 10 year duration without being
decreased, to enable effective business planning. “Ratcheting PALS’ will not address the
needs of DaimlerChrydler facilities.

. PALSs need to be designed on a case-by-case basis to address the nature of the source, the
needs and commitments of the permittee, and the concerns of the air agency.

. Any PAL, PAL palicy, or PAL rule must be evaluated in its entirety to assess the overall
impact on emissions, pollution prevention, practical enforceability, and flexibility.

. PAL policy should preserve State and local authority to implement State NSR while
encouraging and promoting selective advance approva of changes.

. PAL policy should help to streamline permit conditions in generd, but retain the essence of
past BACT, LAER, NSPS, and RACT decisions.

. PAL policy should ensure that new major units are well controlled.

. PAL policy should minimize the administrative burden to sources and permitting authority

without sacrificing practical enforcesbility.
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8.3

8.4

8.5

8.6

8.7

. PAL policy should alow for rapid changes in equipment and operations.

. PAL policy should avoid adverse air quaity impacts through self-implementing mechanisms
or permit limitations.

. PAL policy should encourage and/or reward pollution prevention.

. Current PAL options should not be based solely on netting.

DNREC representativesindicated that they take exception to one of these principlesand feel instead
that the PAL should have aduration consistent with thetitle V permit. They stated that PAL s should
not be designed to preclude the permitting authority from adjusting the cap when appropriate. For
instance if afacility which is permitted under aPAL becomes subject to anew RACT standard, the
permitting authority should review theimpact on the source and reduce the emissions limitsto reflect
the credit associated with the new standard in the SIP, if any. The PAL limits should be reviewed
for their appropriateness at a frequency which exceeds once in every ten years.

DaimlerChryder further indicated that they believe final PAL rulemaking will be needed to get
certain states, other than Delaware, to consider PAL permitting opportunities. They expressed
frustration that the willingness to engage in the development of flexible permits varies significantly
among EPA regions and State agencies. They also suggested that EPA should not hold a PAL rule
back while waiting for a broader set of air regulations decisions.

Will you have any flexible per mit writing/implementation training needs?
DNREC representatives stated that training in flexible permit writing and implementation would be
helpful for selected DNREC permitting staff.

Do you have recommendations for web-site materials?

DNREC and DaimlerChryder representatives indicated that an EPA web site addressing flexible
permitting techniques would be beneficial. No specific recommendations were offered regarding
appropriate web site content.

What else could EPA do to limit the up-front design costs?

DNREC representatives stated that the NAP PAL permitting process moved quickly and smoothly,
in part, due to critical and timely support from EPA Region 3. They believe that without effective
and streamlined EPA regional support, guidance may not be as helpful.

How do you predict your up-front transactions costs would have compared if you had
undertaken the same flexible permit for the same source with EPA guidance and the
mentioned support structure already in place?

DNREC representatives stated that guidance, if not too prescriptive, could have reduced up-front
transaction costs somewhat. They aso indicated, however, that overly prescriptive and detailed
guidance could add time necessary to review, interpret, and address the specifics contained in the
guidance.

How much time do you believe must pass before the reduced costs of overseeing the
flexible permit would compensate for the higher up-front design cost?

DNREC representatives indicated that the payback time frame is difficult to estimate and is likely
to vary for each permit.
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Source Screening Criteria

8.8

What criteriashould beused toreject inappropriateflexibility proposalsfrom sources(e.g.,
relevance of compliance history, P2 commitment, potential for environmental benefit,
sustainable compliance over the long term)?

DNREC representatives stated that a source's willingness and ability to live with the monitoring,
recordkeeping, and reporting associated with a PAL/flexible permit is criticadl when considering
appropriate sources for flexible permitting techniques. See section 1.18 for additiona discussion on
source screening criteria.

Public Outreach

8.9

8.10

8.11

How can these permits be better communicated to the public (e.g., consistency with air
program goals; potential improvementsto monitoring, recor dkeeping, reporting, etc.)?
DNREC representatives stated that they believe there is significant room for improvement related
to public outreach around permitting information, but that this applies broadly to air permitting and is
not specific to flexible permitting techniques. They indicated that DNREC’ s Community Involvement
Advisory Committee recently commissioned areport that identifies steps that the Department should
take to improve public involvement in areas under DNREC' s jurisdiction, including air permitting.
The report was issued on March 22, 2001, and prepared for the Advisory Committee by Global
Environmental Resources, Inc.

The report includes the following recommendations related to air permitting, among others:

. Develop a brief “Citizen’s Guide to the Permitting Process”.

. Conduct training sessions for the public to promote community understanding of the
regulatory decision-making process and ways in which the public can become involved.

. Expand digtribution of major permit-rel ated announcements (e.g., public comment period for

draft permit) to include local outlets that reach more people (e.g., community groups,
community and youth centers).

What fact sheets would be useful to the permitting authority, source and the public?
DNREC and DaimlerChryder representatives indicated that EPA fact sheets addressing flexible
permitting techniqueswoul d be beneficial. No specific recommendationswere offered regarding fact
sheet topics.

When and how should up-front meetings (i.e., before the public comment period) be used
to address potential public concerns? How should concerns from those meetings be
addressed?

DNREC representatives indicated that in cases involving mgor projectsin any targeted community,
it would be extremely helpful to conduct workshops and public meetings to educate the community
and solicit their comment and input. These comments should be considered and addressed in the
design of the permit application and the subsequent permit.
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