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The Department of Planning and Budget (DPB) has andyzed the economic impact of this
proposed regulation in accordance with Section 9-6.14:7.1.G of the Administrative Process Act
and Executive Order Number 25 (98). Section 9-6.14:7.1.G requires that such economic impact
andyses include, but need not be limited to, the projected number of businesses or other entities
to whom the regulation would gpply, the identity of any localities and types of businesses or
other entities particularly affected, the projected number of persons and employment positions to
be affected, the projected costs to affected busnesses or entities to implement or comply with the
regulation, and the impact on the use and vaue of private property. The andyss presented
below represents DPB’ s best estimate of these economic impacts.

Summary of the Proposed Regulation

The toxic pollutant emissions sources that are subject to or exempted from federd
regulations will no longer be required to comply with the state regulations. In addition, the
proposed changes will clarify that the toxic pollutants subject to these regulations are those listed
inthe federd Clean Air Act.

Estimated Economic Impact

Hazardous air pollutants, dso known as toxic air pollutants from new, modified, or
existing Stationary sources are regulated under the current regulations. These pollutants may
exid as particulate matter or as gases, and include metas, other particles, gases absorbed onto
particles, and vapors from fuels and other sources. Examples of toxic air pollutants include
benzene, which isfound in gasoline; perchlorethlyene, which is emitted from some dry deaning
facilities; and methylene chloride, which is used as a solvent and paint stripper by a number of

indugtries. Toxic pollutants may originate from natural sources such as the radon gas coming up
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from the ground or from the manmade sources. Mog air toxics originate from manmade mobile,
indoor, and stationary sources. Stationary sources include chemica plants, sted mills, ol
refineries, power plants, and hazardous waste incinerators. These sources may release air toxics
from equipment lesks, during transfer of materids from one location to another, or during
discharge through emission stacks or vents. The Department of Environmenta Qudity (the
agency) indicates that the Commonwedth has significant ar emissons of hazardous ar
pollutants. 1n 1999, Virginiawas ranked 22nd in the nation for total releases of toxic chemicads,

75% of those releases were into the air.

The emissons of toxic substances into the air can be damaging to human hedth and to
the environment. Human exposure to these toxics a sufficient concentrations and durations can
result in increased chance of getting cancer, poisoning, and rapid onset of sickness, such as
nausea or difficulty in bresthing. Other less measurable effects incude immunologica,
neurological, reproductive, and developmenta problems. Pollutants deposited onto soil or into
lakes and streams where they are taken up by plants and ingested by animals affect ecologica
systems and eventualy human hedlth through consumption of contaminated food.

State and federa regulatory gpproaches to toxic pollutants have evolved in two distinct
periods. Between 1970 and 1990, the Environmenta Protection Agency (EPA) provided a
framework for protecting people and the environment from the harmful effects of toxic
pollutants through establishing risk-based standards. According to the agency, the decison
meaking process was dow and only alimited number of national emisson standards were
promulgated. The process was lengthy, involving a determination of a critica leve that
triggered sgnificant hedlth effects, followed by a determination of those industry categories that
contributed the highest emission leve of the hazardous air pollutants under review. Concurrent
with the dow progress of the federa assessment of toxic pollutants, a series of sgnificant
chemicd accidents occurred worldwide, including the kepone incident that took placein
Hopewell, Virginia 25 years ago. These circumstances led the State Air Pollution Control Board
and policy-making groups in many other statesto develop state- Specific regulations for toxic
pollutants. The states wanted a more expeditious process to assess and regulate hazardous
pollutants than that used at the federd level. Many dates, including Virginia, used occupationa
standards and extrapolated them for usein the ambient air. In short, the lack of confidencein
federa regulations led to the development of the state regulations to address the toxic pollutants.
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However, the agency believes that snce 1990, EPA has made significant improvementsin the
federd regulations concerning toxic ar pollutants.

According to the agency, by the late 1980s, the federd government redlized that its
approach to the evauation and regulation of toxics was not addressing the problem quickly
enough. Instead of taking the health- based approach, the 1990 Clean Air Act accelerated the
process. Firg, it established alist of 188 critica hazardous air pollutants. Then, directed EPA to
firgt use atechnology- based gpproach to sgnificantly reduce emissons of air toxics from mgor
sources of air pollution, and then use a risk-based approach to address any remaining, or resdua
hedlth risks. Under the technology-based approach, EPA sets source categories and standards to
control the emissons of ar toxics. These rules, known as maximum achievable control
technology (MACT) standards, are based on emissons levelsthat are already being achieved by
the better-controlled and lower-emitting sourcesin an industry. EPA issued 45 air toxicsrules to
date, which cover many mgor industria sources, such as chemica plants, oil refineries,
aerogpace manufacturers, and sted mills, as well as categories of smaller sources, such asdry
cleaners, commercid derilizers, and secondary lead smdters. Unlike other rules, there are no
emisson limitsin MACT gsandard itsdlf. However, the rules do provide sgnificant ambient air
concentration guiddines as a mechanism for EPA to require the source, on a case-by-case basis,
to reduce emissions after anayss and review.

The proposed amendments will provide an exemption from State regulations for those
sources that are subject to or exempt from the federal hazardous air pollutant standards. Under
the current rules, sources must comply with both federd and state regulations. Thus, the sources
have to comply with the MACT rules and perform additiona actions necessary to bring the
source into compliance with the ate regulations. Under the proposed amendments, the sources
that are subject to an emission standard under 8112 of the federal Clean Air Act or that have
been determined by EPA to require no regulation will be exempted from gpplicability of the Sate
regulations. Thus, the sources will comply with only one st of regulations, either federal or
gate, but not both. During the development and evauation of the federd MACT standards, the
date program will remain in effect, but more sources will be exempt gradudly as federd toxic
rules are developed. The proposed amendments will phase out the applicability of the Sate air
toxics program to the sources as they become regulated under the rapidly maturing federa

program.
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The proposed amendments are expected to produce various cost savings. A significant
source of the cost savingsis the reduced number of reviews for toxics. The agency currently
issues new source review (NSR) permits and permit modifications to an average of 866 sources
annualy.! Of these 866 sources, approximately 300 major sources have toxics conditions
written into their permits, and about 88 sources receive atoxics review as part of their evaluation
each year. Each review requires about 40 to 80 hours of time on the part of the agency permit
writer and costs the state about $1,040 to $2,080 per source.> Under the proposed amendments,
goproximatdy two-thirds of these sources might be elther subject to afederd MACT standard or
exempt from regulation by the federal government. In both cases, these sources would be
exempt from the revised state toxics program. This would save the Sate the Saffing needs for
about 59 toxics reviews annudly, or about $61,383 to $122,767. The current staff assigned to
these duties is expected to be utilized in other tasks.

Of the 88 sources that get a toxics review, about nine sources may aso require
gpproximately 8 to16 hours of research on the part of an environmental specidist at the agency
to assess the risks through technica research and consulting. This research generdly cogsthe
state $208 to $416 per source.®> Under the proposed revised state toxics program, about nine
sources would probably be subject to afederd MACT standard and therefore exempt from the
dtate program. Thisis expected to save the agency about $1,872 to $3,745 in risk assessment
cogs annudly.

About four of the 88 sourcesthat get atoxics review annudly are required to have toxics
modeling done. The toxic modding uses a computer to estimate concentrations of pollutant
emissons in pecific geographic areas. These four sources that require modeling are expected to
be subject to federa MACT gtandards. The federa regulations do not require modeling. Thus,
al of the modding cogts are expected to be saved. The modding usualy costs $20,000 to
$50,000 per source. The agency has the obligation to do the modeling but the source may
choose to undertake thistask. About half of these sources choose to hire consultants to do the

! Thisfigure is derived from agency’ s Comprehensive Environmental Database System. Several members of the
agency engineering staff provided other estimatesin thisanalysis.

2 The cost for apermit writer is estimated for a salaried classified employee earning about $38,645 annually. The
hourly cost of thisemployee'stimeis $26.

3 The cost for an environmental specialist is estimated for a salaried classified employee earning about $46,183
annually. The hourly cost of this employee'stimeis $31.
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modeling; for the other hdf, the agency doesit. The annud totd cost savings is expected to be
about $80,000 to $200,000 for the regulated community and for the state together.

There are other expected cost savings from permit modifications. The agency’s permit
application procedures look back at historical emissons changes in addition to the emissons
changes directly resulting from the physica or operationa change to determine gpplicability.

For sources with fully permitted facilities, gpplying for a modification means organizing and
veifying information dready set out in the permitsin effect for the source. Thiseffort istime-
consuming and costs the source approximately $4,200.* Under the proposed revised state toxics
program, it is expected that dl of these amendment costs would be eiminated for gpproximeately
22 sources that receive permit amendments annually because MACT sources will be subject to
the federa program. Thisis expected to save the regulated community approximately $92,400
annudly.

The agency does not expect any increasesin hedlth risks. According to the agency, the
proposed changes should not directly produce an increase in the number of sources and an
increase in the types and quantity of pollutants emitted. However, expected cost savings are
likely to promote business activities of regulated toxics sources as they will be able to offer
dightly cheaper services or products. ® This may indirectly cause avery small increasein the
quantity of regulated pollutants emitted.

It isaso proposed to reduce the number of regulated pollutants to those regulated under
the federd program. Theligt of toxic air pollutants covered by the regulations will be limited to
the 188 substances regulated under 8112 of the Clean Air Act. According to the agency, this has
been Virginias policy and practice at least since 1991, but that practice has not been articul ated
in the regulation. The policy required to focus on a number of important chemicas. Prior to
1991 the policy required regulation of 364 pollutants included in American Conference of
Government Industrid Hygienigts. 1n 1991, the policy was revised to focus on 188 pollutants
listed in 8112. The agency has not been enforcing regulations for the other pollutants not listed
in 8112 since then. This was because emission levels were too low, there was not enough steff,

the agency did not have emissions factors for many pollutants, and output emissons contained

* The Agency
Personal conversations with Tom Knauer, arepresentative for the Virginia Manufacturers Association, indicated
that such increasesin production are likely to be insignificant.



Economic impact of 9 VAC 540 6

many different toxics making them difficult to regulate. The proposed changes incorporate the
current practice into regulations. Since there will be no change in practice, this proposed
amendment is not expected to have a significant economic impact.

In addition, the amended regulations are expected to be clearer than the current
regulations. The proposed clarifications include that the owner should originate the request for
exemption, that the outdoor gpplications of pesticide are exempt from regulations, and that the
fugitive emissions should be included in determining a source s potentia to emit. These
clarifications are expected to hdp the enforcement staff at the agency and the regulants.

Businesses and Entities Affected

Approximately 300 toxics pollutant sources may be subject to this proposal and about 59
sources may be affected annualy.

Localities Particularly Affected
The proposed regulations apply throughout the Commonwedth.

Projected Impact on Employment

The proposed changes are likely to reduce staffing needs of the agency and the toxics
consultants combined by about two full time pogtions. Some of the savings in Saffing needs are
likely to accrue to the agency and are likely to be utilized in other tasks. On the other hand,
lower cogts associated with toxic pollutants may stimulate business activities of regulated
sources and increase labor demand by asmall margin. Thus, the net effect of the proposed
changes on employment cannot be determined.

Effects on the Use and Value of Private Property
To the extent that the reduced costs to the regulated sources improve profits, asmall

increase in the value of toxic sources is expected.



