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Virgin Islands Department of Planning and Natural Resources (DPNR)
Title V Program Re-evaluation

[. Introduction

As part of EPA’s oversight responsibilities, EPAdn 2 staff conducted a program
review and re-evaluation of the Virgin Islands’ déeally approved Title V program. This re-
evaluation was conducted by EPA Region 2 stafilp 2007 and focused on the Title V
Program implementation in the last four years. ERAluated air permitting and enforcement
files, and conducted management and staff intes/ziefihe Region also identified DPNR’s
program successes and deficiencies. This repontnarizes items discovered during EPA
Region 2’s review and evaluation of the Virgin i&lg’ approved Title V program, which is
administered and enforced by the DPNR. Virgin ld&program covers ten sources. The DPNR
had issued permits to six sources as of the datasofeview. However, all the six permits were
issued by late 2004 and as such no significant igeérghactivity was conducted since the
Program evaluation in late 2003. The DPNR is aulyavorking on issuing the last four Title V
permits.

[l. Executive Summary

Overview

The purpose of this re-evaluation was to analyre the VI Program is implemented and
whether deficiencies discovered during the ingialuation have been addressed. In addition, the
purpose of the Region’s review was to determinethdrethe Virgin Islands is complying with the
40 C.F.R. Part 70 requirements and Title V of #aefal Clean Air Act (“the Act”) with respect
to administration and enforcement of Virgin Islaraisproved Title V program, or if not, is
taking corrective action to do so. The Regionee@d and evaluated the Virgin Islands’
administration and enforcement of the program agaire requirements of 40 C.F.R. Part 70.
The details of the review are included in this mpdPA’s analysis is based on the discussions
with the DPNR’s management and staff and file/repeviews. As part of this evaluation the
DPNR provided information related to files/permitsancial records and small business activities.
EPA'’s re-evaluation preliminarily concludes tha¢ bPNR’s Small Business Program continues
to meet its obligations while the core Title V Praxg is found to have serious deficiencies. The
following is Region 2's analyses of the Virgin felg’ Title VV program.

Program Deficiencies:

Permit Expertise The staff's lack of expertise in evaluating #€l'V application and
developing a comprehensive permit was shown aseandd serious concern in our 2003
evaluation. The DPNR subsequently committed taesidthis issue and provided a basic permit
writing training to the staff but we found that teas no further progress on this issue. DPNR
management itself indicated to EPA that the ssafiat ready and still lacks such an expertise.

Permit Issuancethere is very limited permitting activity since@D VI issued six Title V
Permits by 2004, however, it has failed to issuenitial permit to HOVENSA for almost 10
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years. In addition, addressing the initial pennmgttrequirements for the landfills and incinerators
has just begun by the DPNR.

Permit Files Although permit files were organized, all thaisze files lacked many
critical documents. For example, we could not te@nnual compliance certificates for most of
the facilities. As stated in the 2003 evaluat@hthe permits lack a “Statement of Basis”.

Permit Fees/Expensedlthough, DPNR collects emission fees every yéas not done
in a timely fashion. There is a computerized tmaglsystem for the revenue and expenses, the
DPNR also has a Program budget but the output wiajstify such a budget.

Permit Compliance The DPNR has not conducted a single full compkainspection of a
Title V source in the last four years. There wetienited number of partial compliance
inspections conducted, however, they were notvdlb through with any action. EPA’s
separate Enforcement Audit also revealed this iasdéts report will provide further detail on
this and similar issues.

Recommendations:

It is essential for the management to make a comenit for the success of this Program
and develop accountability procedures. In orddoriiog the Program to a basic acceptability
level, we recommend that the DPNR’s action plarukhspecifically include 1) the
activities/plans for empowering the DPNR staff wikchnical expertise (self-learning, on-the-job
training, sister-state assistance, internet coumeside training etc.); 2) detailed schedule for
the issuance of HOVENSA and the remaining thra@lriiitle VV permits, Statement of Basis; 3)
detailed permit compliance/inspection schedulethadannual certifications tracking chart; 4) a
permit fee collection schedule, fee vs.emissio@sdmreports and, 5) an internal audit of the Title
V Program’s revenue, expenses and the output @esiviThe other suggested areas for Program
enhancement include making the permit availabléhennternet, tracking visitors on the web,
developing minor/major source inventory, makingna-step process for fee collection and
developing VI specific Small Business Program brwek. It should also be noted that the role of
the Small Business Program should be limited taidnag compliance assistance to the sources.
If the compliance assistance visits are used terowte compliance with the regulations, the
Small Businesses may be discouraged from seekingsaistance from this program and would
defeat the purpose for the Small Business Prograssiened under the Clean Air Act.

[l. Focus of the Evaluation and possible outcome

This program review focused on two questions:

(1) Is the Virgin Islands administering its petimg program consistent with the requirements
of 40 C.F.R. Part 70?

(2) Is the Virgin Islands adequately enforcirggpermitting program consistent with the
requirements of 40 C.F.R. Part 707?
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In terms of possible outcomes, the EPA may withdasstate agency’s (or in this case the
Virgins Island’s) program approval in whole or iarpwhenever the approved program no longer
complies with the Federal requirements and the p@mghauthority fails to take corrective action.
The Region identified several issues of signifieatiat could lead to a formal determination of
program deficiency. If EPA makes a formal deficigdetermination, it publishes an NOD in the
Federal Register, notifying the state of the deigation and the corrective actions required. The
state must correct the deficiency within eighteBE) (nonths or face the imposition of sanctions
in accordance with section 502(i)(2) of the Act,45.C. § 7661a(i)(2). EPA must withdraw
the program approval and then promulgate a fedg@edating permits program if the state has
failed to correct the deficiency pursuant to Sectb02(i)(4) of the Act within two years. It is not
the Region’s goal to implement this program in\rgin Islands but to ensure that the DPNR
issues all permits expeditiously, issues permas mheet all Virgin Islands and Federal
requirements and enforces these permits. If, heww&PA withdraws program approval, EPA
will issue Title V permits and enforce the Titlepvogram. Moreover, EPA has the discretionary
authority to apply the sanctions, withdraw proggsproval, and promulgate a federal program if
the state has failed to take significant actiorhinininety (90) days, under Section 502(i)(1) of
the Act and the implementing regulations found@C4F.R. § 70.10(b)(2).

IV. Re-evaluation of Virgin Islands’ Title V Program

On July 25 and 26, 2007, staff from the DivisidrEavironmental Planning and
Protection and the Caribbean Environmental Praieddivision conducted an onsite review of
VI's Title V air permitting program. Prior to thensite visit, regional staff reviewed in-house
state agency documents and files, including pulgiices, and permits. The Region sent the
agenda topics for the Title V program review inaute to the DPNR.

VIDPNR- Organization

The Virgin Islands Department of Environmentalteéotion (VIDEP) is part of the VI
Department of Planning and Natural Resources. alfirelated issues are handled by VIDEP'’s
Air Quality Management and Air Pollution Controksens. The Air Pollution Control section is
responsible for minor and major source permitting anforcement whereas the Air Quality
Management section is responsible for all the ainitoring activities on the island. The DPNR is
headed by the Commissioner to whom the DEP Diraefports. The Air Quality management (3
FTE) and the Air Pollution Control chiefs (6 FTEport to the DEP Director. The DEP plans to
hire 2 more FTESs in near future with a goal to hane staff member per one Title V facility.
Note that the ratio of one FTE per facility is musgher than normally a State would have for
this program.

VI Title V Permitting Status

The Region evaluated DPNR'’s permitting status aqeetise in evaluating on Title V air
permit applications by reviewing information regagithe number of sources permitted, those
which still need an initial Title V permit and theining activities. The Region’s review relied on
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information from the state’s air permit chart, deay input for the Title V Operating Permits
System, and staff interviews. Based on this in&drom, EPA concludes that the DPNR continues
to have a backlog in issuance of initial Title \fipés.

Virgin Islands began this program with a potentile V universe consisting of 10
source§ The DPNR subsequently removed two sources flemuniverse of the ten potential
sources affected by this program. As of the issear EPA'’s first evaluation report in mid 2004,
VI had issued four final permits and was workingfour draft permits. VI subsequently issued
two additional final permits, however, there isprogress on any remaining initial permit
applications. The facilities that still need iaitpermits include HOVENSA which submitted its
initial application in 1997. It should be noteatln 2002 DPNR committed to issuing all
remaining permits by December 2003.

In 2002, the DPNR hired a contractor to reviewliagppons and draft permits to remedy
some of the delays. The DPNR still could not isslipermits in a timely manner because of a
lack of contractor oversight. EPA was informed thiaother contractor that was hired to
develop the HOVENSA Title V permit will continue pyovide assistance in preparing all the
permits.  The following Table lists all poteiflatle V sources and the status of their
applications.

Potential Title V Source in the | Status as of July 2007 Permit Renewal
Virgin Islands

Buccaneer Hotel Final Permit--May 2003 May 2008
Wyndham Sugar Bay Resort Final Permit- May 2003 1208
VIWAPA St. Croix Final Permit- December 2003 De®30
VIWAPA St. Thomas Final Permit- December 2003 Deod
VIWAPA St. John Final Permit- April 2005 Apr 2010
DIVI Resorts Final Permit- Apr 2005 Apr 2010
HOVENSA Draft Permit- 2002- Plans to reissue thge

draft permit by Nov 2007 and final permit

by Feb 2008
Frechmen’s Marriot No longer a Title V- powereddnd
St. Croix Alumina Bought by St. Croix RenaissaneekP

new application received January 2007+
Application incomplete

Bovoni Landfill- STT No application received

Anguila landfill- STX No application received

YInformation in this section regarding the Title Wiwerse in Virgin Islands was obtained
from the DPNR Title V air permitting staff. Thisformation is provided by DPNR to the Region
on a quarterly basis and is inputted into the Nt®perating Permits System.
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Susan Berg- STJ Applicability to be verified

Roy Schneider Hospital Application received- may lo® a Title
V source- Incinerator disconnected but
not dismantled

Juan Lewis Hospital Incinerator dismantled and nesdo

Port Authority Applicability to be verified

The DPNR also issues permits to minor source® OPNR informed EPA that there are
about 300 minor sources, however, the EnforcemealuBtion revealed that there are about 100
minor sources. It is therefore recommended tr@DIANR develop a minor source inventory and
track the permitting status. EPA notes that thehédrges $50 for each Construction and
Operating Permit it issues to a minor source.

VI Title V Staff

The Title V Program is implemented by the Air Batin Control section within the DEP.
It also handles minor source permitting all airoeoément activities. This section is headed by a
Supervisor who oversees 6 staff members (3 in ®ix@nd 3 in St. Thomas). There is an
attorney who assists in enforcement matters. DRaRprovided a basic permit writing training
to four staff members in the last four years, hoaveits staff still lacks permitting expertise.
There is no one at the DPNR who can handle the Vighermitting independently. This issue
was also brought to the DPNR'’s attention during2®@3 evaluation. It should be noted that the
2003 evaluation identified a serious concern that\irgin Islands was not in a position to act in
a timely way on Title V permit renewals. Althoygio renewal is due until 2008, EPA is
concerned that the renewal process may also bgedelethe DPNR does not take steps now to
increase the expertise of its permitting staff.

VI Title V Enforcement

As part of EPA’s oversight of Virgin Islands’ ajpwed Title V program, Region 2 also
evaluated the DPNR'’s Title V enforcement prograsate that a comprehensive review of the
Enforcement Program was conducted by EPA in Dece@®@6, the review for this report
focused only on the activities related to Title & mits. Based on EPA'’s discussions and the file
reviews it was determined that the DPNR staff letsconducted a single full inspection of a Title
V facility nor has it taken any enforcement acti@sed on limited partial inspections in the last
four years. The DPNR never reviewed a few of thenlliance Certifications that were received
and never followed up with the facilities that dailto submit such a certification. Thus, in the
area of compliance and enforcement also, the DP&Rhbt developed any expertise.

VI Title V Fees/Expenses

The Federal requirements regarding Title V feegadey are found in 40 C.F.R. Part 70
section 70.9. The provisions in Part 70 requieg the state program require Part 70 sources to
pay a fee sufficient to cover the permit prograrstsddirect and indirect). Further, states can
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only use Title V fee revenues for Title V prograasts. The purpose of this reevaluation was to
verify that there were procedures still in placetfee receipt, separation, expenditure, and
adequacy of the Virgin Islands’ Title V funds. Afecific answers and documentation were
provided either during the onsite review or whediéghal requests were made.

EPA Region 2 conducted a preliminary review of EHeNR'’s Title V fee structure to find
out if there is any change since the 2003 evaloatithe one major change to the fee structure is
that the fee was raised form $18 per ton to $50qesince 2006. EPA Region 2 was able to
verify that Title V fees are being calculated ic@aance with the DPNR Title V fee regulation..
The DPNR'’s invoices are maintained by company lifigciinvoice number, and the total amount
billed. The DPNR sends a letter to a source adkinfuel use and other relevant data. When the
DPNR receives these data, it calculates the fedsemd out a remittance notice. Although, all
the facilities pay the fees due, the DPNR doesappear to send out remittance notices on a
timely basis. Further, EPA does not see a need fao-step process to collect the fees. A Title
V facility should be able to estimate the emissiangd submit the fees at the same time. The
DPNR needs to review EPA’s Part 71 fee forms fgr@ndance on how such a step is feasible.
Payments are received and recorded by facility reamdenvoice number. The DPNR charges
late fee and some facilities are consistentlyilafgaying the fees. The DPNR does not charge
any other fee to a Title V facility.

The DPNR provided Accounts Receivable/Expendiliatiags for fiscal year FY2006 and
other financial data for the Title V program. Base EPA'’s initial review of this information,
specific concerns are listed below:

FY 2006:
1. The VIDPNR's letter dated, June 22, 2007estdtat "In 2006, the total revenue
collected was $1,442,899.80 ($147,168.00 in Afd& and $1,295,731.80 in October 2006".
However, the source documentation revealed thaPWR received $1,295,731.80 in 2005.
There seems to be inconsistencies in the way ti¢RDIB recording the revenues and
expenditures since the letter stipulates on a daleyear basis and the source documentation
revealed a fiscal year basis. This situation appb all fiscal years that were reviewed.

2. An analysis was conducted which revealedftvaCY 2006, the revenue increased by
71% and the expenses increased by 54%, when codnfmaf&Y 2005. It is unclear why the
stated amounts increased by such percentage. ifiSglgcthe equipment for FY 2006 increased
by $529,346 (FY 2006 Equipment totaling $548,638 EEY 2005 Equipment totaling $19,291).

FY 2005:
1. The data is unusual since the revenues anebenditures are the same. Historical trends
have shown that the majority of the times, no gtiats expended the same as what was collected
as revenue.

FY 2004
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1. It was found that an invoice covering year82through 2005 was sent to Wyndham Sugar
Bay Resort on June July 17, 2006 which revealetthaafacility was not billed on a timely basis.
A review of DPNR's billing and collection busingsocesses should be conducted.

In order to test VIDPNR's efficiencies and compiaim administering the Title V
Program, an internal financial audit is recommende®A further suggests that an adequate
sample size be selected for revenues and expesslit@pecifically, for the revenue portion, as a
minimum, the following should be covered: i) howe tlevenues are arrived at, ii) the date the
facilities were billed, and iii) when the checksre/eeceived. For the expenditure portion, the
following should be covered: 1) it is critical tcace the expenses to the source documentation to
determine if the expenses are allowable and alle¢althe Title V Program. In addition, the
DPNR must use their established reporting perioiwis the fiscal year not calendar year.

VI Small Business Program

The Small Business Environmental Assistance Pm@&BEAP) is headed by the
VI Small Business Ombudsman recently appointechbyGovernor. This program has five staff
members who cover all the islands. They are dgtereyaged in providing the services in the
areas of administration, environmental compliangke, development liaison via workshops and
on-site assessment to about 5000 small businesgée dhree Islands. The SBEAP has a budget
of about $200,000 and is entirely funded by thé&et program. The SBEAP develops and
maintains a database of about 5000 small businesst® islands. In 2006, the SBEAP visited
94 auto repair shops, 2 bakeries, 5 gasoline sggt®welding shops etc. to provide technical
assistance. Further, the SBEAP provided 1500 atgniact sheets etc. to the businesses,
participated in about a dozen seminars, workshogstieet events. The SBEAP also has a web
site and keeps updating the site to provide regofiarmation. Based on the discussions with the
DPNR and the review of the information SBEAP preddiuring this re-evaluation, EPA found
that the SBEAP site assessment visit is also usaddess and issue a compliance report. The
DPNR is reminded that the role of the Small Busrésogram should be limited to providing
compliance assistance to the sources. If the cangal assistance visits are used to determine
compliance with the regulations, the Small Busiasssay be discouraged from seeking any
assistance from this program and would defeat tinpgse for the Small Business Program
envisioned under the Clean Air Act. Note that @tder the mingling of the compliance issues,
Virgin Islands’ Small Business Program is operataegording the provisions of the rules and
regulations.

VI Management/Staff Discussion

The DPNR management and the staff discussed hewitle VV program be successfully
implemented from now on. This is a new managenieitcame on board a few months ago and
as such determined to do what is necessary fozftbetive management of this program. It also
plans to empower the staff in obtaining the tecdrexpertise necessary for this program. The
staff also expressed its interest in self-learvirgning to implement the permitting program from
application review to the enforcement of the pesmiEPA also was informed that the
management still needs to determine if the DPNRhivé a contractor during the permit renewal
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cycle or have its staff fulfill those obligations.

VI Title V Facility Files

EPA reviewed four source files to determine iftia#d documents are available for the
record. Although, the files were organized chrogalally, many documents could not be
located. For example, DIVI DIVI file lacked a colegeness letter, draft Title V permit and
compliance certificates. The Bucaneer and the \Wgmdfiles lacked completeness letters, public
notices and the compliance certificates. The VIVMAR. Croix file contained most of the
documents, however, even when a compliance cattfishowed a possible violation, the DPNR
did not take any follow-up action. It should beetthat the DPNR has now developed a
filing/process chart for a Title V facility and ends to follow it up in future. This program
requires that all the permit related records bentasied in order and all the documentation
should be on file for the review.

V. Recommendations

It is essential for the management to make a ctmeni for the success of this
Program and develop accountability proceduresordier to bring the Program to a basic
acceptability level, we recommend that the DPNRoa plan should specifically include 1) the
activities/plans for empowering the DPNR staff wikchnical expertise (self-learning, on-the-job
training, sister-state assistance, internet coumeside training etc.); 2) detailed schedule for
the issuance of HOVENSA and the remaining thra@ifiitle V permits, Statement of Basis; 3)
detailed permit compliance/inspection schedulethadannual certifications tracking chart; 4) a
permit fee collection schedule, fee vs.emissio@sdmreports and, 5) an internal audit of the Title
V Program’s revenue, expenses and the output @esiviThe other suggested areas for Program
enhancement include making the permit availabléhennternet, tracking visitors on the web,
developing minor/major source inventory, makingna-step process for fee collection and
developing VI specific Small Business Program btoeb.
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