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DECISION 

 

On June 22, 2009, the Illinois Environmental Protection Agency (Illinois EPA) issued an air 

pollution control construction permit to MGP Ingredients of Illinois, Inc. (MGP) to construct a 

solid fuel-fired cogeneration facility at its existing plant in Pekin.  In response to public comments, 

the issued permit includes a number of additional requirements for the proposed project compared 

to the draft permit, as well as various clarifications to permit conditions.   

 

Copies of the documents can be obtained from the contact listed at the end of this document.  The 

permit and additional copies of this document can also be obtained from the Illinois EPA website 

www.epa.state.il.us/public-notices/2008/general-notices.html. 

 

 

BACKGROUND  
 

On March 22, 2007, the Illinois EPA, Bureau of Air received a construction permit application 

from MGP Ingredients of Illinois, Inc., requesting a permit to construct a solid fuel-fired 

cogeneration boiler and associated equipment at its existing plant in Pekin. The proposed boiler 

would be used to generate steam and electric power using coal as the principal fuel.  The key 

emission units of the proposed cogeneration facility would be the solid fuel-fired boiler, a natural 

gas-fired auxiliary boiler, fuel handling operations and various ancillary operations.  While MGP 

is currently not operating its Pekin plant because of market conditions, MGP has not abandoned its 

plans for the proposed facility.  Indeed, the proposed facility could be important to the continued 

operation and economic well-being of MGPôs Pekin plant.  

 

The construction permit issued for this project identifies the applicable rules governing emissions 

from the proposed cogeneration boiler and other emission units that are part of the project, and 

establishes enforceable limitations on their emissions. The permit also establishes appropriate 

compliance procedures, including requirements for emissions testing, continuous emission 

monitoring, recordkeeping and reporting.  MGP will be required to carry out these procedures on 

an ongoing basis to demonstrate that the proposed boiler facility is operating within the limitations 

established by the permit and that emissions are being properly controlled. 

 

 

COMMENT PERIOD AND PUBLIC HEARING  

 

The Illinois EPA Bureau of Air evaluates applications and issues permits for sources of emissions. 

An air permit application must appropriately address compliance with applicable air pollution 

control laws and regulations before a permit can be issued. Following its initial review of MGPôs 

application, the Illinois EPA Bureau of Air made a preliminary determination that the application 

met the standards for issuance of a construction permit and prepared a draft permit for public 

review and comment. 

 

The public comment period began with the publication of a notice in the Pekin Daily Times and 

Peoria Journal Star on May 31, 2008. The notice was published again in the Daily Times and 

Journal Star on June 7 and 14, 2008. A public hearing was held on July 14, 2008 at the Pekin High 

School to receive oral comments and answer questions regarding the application and draft 

http://www.epa.state.il.us/public-notices/
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construction permit.   The public comment period closed on August 13, 2008. 

 

 

AVAILABILITY OF DOCUMENTS  

 

The permit issued to MGP and this responsiveness summary are available at the Illinois EPAôs  

internet site at http://www.epa.state.il.us/public-notices/2008/general-notices.html.
1
  Copies of 

these documents may also be obtained by contacting the Illinois EPA at the telephone numbers 

listed at the end of this document. 

 

 

APPEAL PROVISIONS 

 

The construction permit issued for the proposed project grants approval to construct pursuant to 

the federal rules for Prevention of Significant Deterioration of Air Quality (PSD), 40 CFR 52.21. 

Accordingly, individuals who submitted comments on the draft permit or participated in the public 

hearing may petition the United States Environmental Protection Agency (USEPA) to review the 

PSD provisions of the issued permits.  In addition, any person who failed to file comments or 

failed to participate in the public hearing on the draft permit may petition for administrative 

review but only to the extent changes were made to the draft permit by the final permit decision. 

 

As comments were submitted on the draft permit for the proposed project that requested a change 

in the permits, the issued permit does not become effective until after the period for filing of an 

appeal has passed. The procedures governing appeals are contained in the Code of Federal 

Regulations, ñAppeal of RCRA, UIC and PSD permits,ò 40 CFR 124.19.  If an appeal request will 

be submitted to USEPA by a means other than regular mail, refer to the Environmental Appeals 

Board website at www.epa.gov/eab/eabfaq.htm#3 for instructions.  If an appeal will be sent by 

regular mail, it should be sent on a timely basis to the following address: 

 

U.S. Environmental Protection Agency 

Clerk of the Board, Environmental Appeals Board (MC 1103B) 

Ariel Rios Building 

1200 Pennsylvania Avenue, N.W. 

Washington, D.C. 20460-0001 

Telephone:  202/233-0122 

 

 

QUESTIONS AND COMMENTS WITH RESPONSES BY THE AGENCY  

 

1. How much ethanol can MGP produce annually? 

 

MGP indicates that it has the capability of producing 90 millions gallons of ethanol 

per year, of which roughly half can be food grade ethanol, which is used for 

                                                 

http://www.epa.state.il.us/public-notices/
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beverages, food products, and pharmaceutical products. 
 

2. How does MGP currently obtain the steam needed for the operation of its Pekin plant? 

 

MGP obtains its steam from boilers at the Indian Trails Cogeneration facility.  This is 

a facility owned and operated by Ameren that is located within the boundaries of the 

MGP plant.  This facility was developed in the early 1990s and replaced the coal-fired 

boiler that MGP previously operated to provide steam to the plant.   

 

3. Why canôt the current arrangements for the supply of steam to the MGP plant continue into 

the future? 

 

MGP indicates that Ameren is not interested in continuing to operate the existing 

Indian Trails facility to supply steam to MGP and has plans to let the current 

contract expire.  MGP entered into the original contract for the facility over 15 years 

ago, when circumstances were significantly different.  Natural gas was relatively 

inexpensive.  MGP was working with CILCo, a much smaller power company than 

Ameren, that at that time provided electric power to the Pekin area.  Natural gas is 

now much more expensive.  The Pekin area is now serviced by Ameren, which 

purchased CILCo in 2003 and took over the contractual obligation to supply steam to 

MGP.   Ameren is a large power company, with over 25 large power plants ranging in 

capacity from 150 to 2400 MW.  The Indian Trails facility has a nominal capacity 

that is less than 20 MW and its actual output is constrained by the actual steam 

demand from MGP, which can fluctuate hour-by-hour based on manufacturing 

operations at MGP.   As such, Ameren does not consider it desirable to continue to 

operate the Indian Trails facility and it has given notice to MGP that it will let the 

current agreement with MGP expire.   

 

4. I understand why MGP is looking for lower energy costs.  I am also looking for lower 

energy prices.  

 

While MGP would like to reduce its long-term energy costs, MGP has indicated that 

its basic objective for this project is to continue in operation.  This will require a 

substantial capital investment to develop a new boiler facility to power its existing 

plant.  In part, the magnitude of this capital cost is due to the cost of the emission 

control equipment that must be installed on a new coal-fired boiler to comply with 

applicable environmental requirements.  MGPôs secondary objectives for the project 

are to proceed in a way that is affordable and that will hopefully stabilize its energy 

costs and avoid the future increases in energy costs that would certainly accompany 

continued reliance on natural gas.   This is the reason that the proposed boiler facility 

would be designed to both produce steam and generate electricity.   

 

5. What does ñcogenerationò of steam and electricity mean? 

 

Cogeneration is the simultaneous generation of electric energy and process steam or 

heat by the same facility.  In the case of the Indian Trails facility, when this facility is 

cogenerating electricity, the high pressure steam from the two main boilers at the 
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facility , at approximately 1200 pounds per square inch (psi), is first fed to a steam 

turbine generator to generate electricity.  The steam exits the turbine at 

approximately 165 psi and is then sent to MGP for use in its manufacturing 

operation.   

 

Cogeneration uses fuel more efficiently than separately generating energy and 

process steam.   For example, cogeneration at the Indian Trails facility takes 

advantage of the energy or heat value of low pressure steam that is available after 

generating electricity that cannot be efficiently used for generation of electricity.  This 

low-pressure steam is productively used for process and comfort heating.  Coal-fired 

power plants in Illinois, which are not co-located with manufacturing facilities, do not 

cogenerate and the heat value of their low quality steam is dissipated by their  cooling 

systems.  From an energy perspective, a facility that performs cogeneration is 

typically over twice as efficient as a facility that only generates electricity.      
 

6. The Intergovernmental Panel on Climate Change has urged urgent action to achieve global 

warming pollution reductions in the range of 25 to 40 percent by 2020 and 80 to 90 percent 

by 2050.  Any long-term decisions about how MGP meets its energy needs, such as 

building a new coal-fired boiler, must be consistent with these reduction targets.  

 

The actions recommended by the Intergovernmental Panel on Climate Change, as 

described by this comment,
 2
 are at most recommendations that apply to governments 

around the world, as a whole.  It is not appropriate to expect that a particular 

company can or should individually comply with these recommendations, 

particularly as reductions in emissions of greenhouse gases will entail comprehensive 

global action to reduce energy consumption and develop alternative energy systems.     

 

7. While cogeneration should be strongly supported as an efficient and lower-polluting option 

for MGP to meet its steam and electricity needs, it is not apparent that MGP has considered 

the environmental impacts of using Illinois coal or the broader global warming and other 

air pollution impacts of generally using coal.  Now, before investing $100 million on a new 

coal-fired boiler, is an opportune time to assess how the reductions in global warming 

pollution recommended by the Intergovernmental Panel on Climate Change can be 

achieved and for MGP to demonstrate its commitment to environmental stewardship.  

MGP should pull back its application for this project and, at a minimum, reassess the 

                                                 

2
 The internet site of the Intergovernmental Panel on Climate Change (IPCC) does not provide confirmation of 

the specific recommendations by the IPCC that are indicated in this comment.  As explained at the IPCCôs 

internet site, ñThe Intergovernmental Panel on Climate Change (IPCC) was established to provide the 

decision-makers and others interested in climate change with an objective source of information about climate 

change. The IPCC does not conduct any research nor does it monitor climate related data or parameters. Its 

role is to assess on a comprehensive, objective, open and transparent basis the latest scientific, technical and 

socio-economic literature produced worldwide relevant to the understanding of the risk of human-induced 

climate change, its observed and projected impacts and options for adaptation and mitigation. IPCC reports 

should be neutral with respect to policy, although they need to deal objectively with policy relevant scientific, 

technical and socioeconomic factors. They should be of high scientific and technical standards, and aim to 

reflect a range of views, expertise and wide geographical coverage.ò   
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potential for continuing to use natural gas to generate its steam and electricity. 

 

As a legal matter, MGP fulfills its environmental obligations by complying with 

applicable environmental laws and regulations.  In terms of social and corporate 

responsibility, MGP fulfills it s obligations to shareholders and society at large by 

using raw materials and fuels efficiently, and by being a good neighbor to the City of 

Pekin and its residents.  It is inappropriate and unrealistic to expect MGP to forgo a 

project that would enable it to use coal as a fuel when its competitors currently use 

and will continue to use coal as their fuel. 

 

Global warming and the broader impacts of the use of coal are appropriately 

addressed by laws and regulations that directly address these matters and establish 

requirements that are applied in a uniform and equitable fashion to particular classes 

of sources.  With respect to global warming, those laws would preferably be set by 

Congress on a national level so as to not put states at an economic disadvantage 

compared to states that have not adopted programs or that have adopted less 

rigorous programs to address global warming.  

 

8. MGP currently receives steam and electricity from natural gas-fired boilers under a 

contractual arrangement with Ameren and would continue to receive steam and electricity 

from a new natural gas-fired boiler until its proposed coal-fired boiler becomes 

operational.  Even after MGPôs proposed coal-fired boiler is constructed (if it is 

constructed), MGP would receive steam and electricity from the proposed new natural gas 

boiler from time to time when the coal boiler is not available.   

 

This comment reflects an incorrect understanding of MGPôs circumstances.  First, 

while MGP does currently receive process steam from natural gas-fir ed boilers at the 

Indian Trails facility , MGP obtains its electricity off the grid.  In particular, th e 

Indian Trails f acility currently operated by Ameren supplies only steam directly to 

MGP, as necessary to meet MGPôs need for steam.  Any electricity from the Indian 

Trails facility goes to the grid.  Ameren retains discretion as to how it generates the 

electricity supplied to MGP.  The Indian Trails facility can be and is at times 

operated to directly supply 165 psi steam to MGP without generation of any 

electricity.
3
  Whether the facility actually operates as a cogeneration facility depends 

upon the relative cost to Ameren of generating electricity with the facility, which uses 

natural gas, and with its other power generating facilities, most of which use coal.  

 

Second, the new natural gas-fired boiler now being proposed by MGP would only 

provide low-pressure process steam for the plant.  It would not be part of a 

cogeneration system and would not be designed for cogeneration as it would not have 

the ability to generate high-pressure steam.  Instead, the gas-fired boiler would be a 

backup boiler for periods when the solid fuel-fired boiler is not in service. 
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9. Natural gas is a significantly cleaner fuel than coal, containing virtually no sulfur, ash or 

mercury.  It also emits a fraction of the carbon dioxide emissions of coal when it is burned.  

Switching from natural gas to coal would be a major step in the wrong direction in terms of 

air quality and global warming issues. 

  

ñUse of natural gas,ò as proposed by this comment, would not result in lower 

emissions of CO2 from the operation of MGP plant.  This is because the project that 

MGP would undertake would be drastically different.  Economic and market-based 

considerations direct the plans of companies, including MGP.  These factors have led 

MGP to propose a facility to meet its need for steam in the future that would be 

fueled with coal and have the capability to cogenerate electricity.  However, if the use 

of natural gas were made compulsory for the proposed facility, these factors would 

lead to a drastically different plan by MGP.  I f MGP could only use natural gas, 

MGP would not construct a cogeneration facility with its capacity to produce 15 MW 

of electricity.  Instead, MGP would only construct natural gas-fired boilers to 

generate low-pressure steam to meet the plantôs needs for process steam.  MGP 

would purchase all the electricity to run the plant off the grid.  This electricity would 

be generated primarily by existing coal-fired power plants that are not cogeneration 

facilities, so emit substantially more CO2 emissions for their productive output than 

the coal-fired cogeneration boiler proposed by MGP.  In addition, the emission rates 

of these existing coal-fired power plants for SO2, NOx, and PM are greater than those 

of the new boiler proposed by MGP, which would have modern emissions controls.    

 

The change to the nature of MGPôs proposed project that would result from ñuse of 

only natural gasò is a direct consequence of the relative cost of natural gas and coal.  

In particular, natural gas is not used in Illinois to provide routine, base-load electrical 

power, as needed by MGP to operate its plant.  In Central Illinois, base-load electrical 

power is provided by coal-fired power plants.  Natural gas is only used for  ñpeakingò 

electrical power and intermediate or ñtoppingò power during periods when the coal-

fired plants cannot meet the demand for electricity.  As a result, it would not make 

economic sense for MGP to attempt to generate its own electricity  using natural gas 

as a fuel, when less expensive electricity can be purchased from coal-fired power 

plants.  This is reflected in the design of the natural gas fired auxiliary boiler, which 

would be designed to produce low-pressure steam, not the high-pressure steam 

needed to efficiently generate electricity.   

 

In this regard, MGPôs circumstances are the same as Amerenôs with respect to the 

Indian Trails facility .  Ameren has no interest in continuing to operate that facility , 

which is fueled with natural gas.  This situation is also generally demonstrated by the 

new fuel ethanol plants currently being developed in Illinois.  These plants generally 

only use natural gas to meet their needs for process steam and heat.  They do not use 

natural gas to cogenerate electricity and instead obtain their electricity off the grid.  

 

The premise of this comment would only be correct if MGP would cogenerate 

electricity with natural gas.  Only in that case, would the environment actually see a 
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benefit from the lower CO2 emission rate that accompanies use of natural gas.
4
  

 

10. Best Available Control technology (BACT) limits should be set for this project for 

emissions of PM2.5.  As explained by USEPA in rulemaking proposed on November 1, 

2005, ñThe requirements applicable to NSR SIPs for and the obligation to subject sources 

to NSR permitting for PM2.5 direct and precursor emissions are codified in the existing 

federal regulations and can be implemented without specific regulatory changes.ò (70 FR 

66,043, November 1, 2005.) 

 

This comment misconstrues the quoted statement by USEPA, as the statement is 

provided out of context.  The quoted sentence is in a section of this proposed 

rulemaking dealing with implementation and transition issues associated with New 

Source Review.   USEPA goes on to say that it has found it acceptable to conduct PSD 

permitting for PM 2.5 using PM10 as a surrogate.  ñ(T)he obligation to implement PSD 

for the NAAQS was triggered upon the effective date of the NAAQS, as explained in 

prior guidance [ñInterim Implementation for New Source Review Requirements for 

PM2.5,'' J. Seitz, EPA (Oct. 23, 1997)].  (In that guidance, EPA also explained that 

PSD permitting for PM10 would be accepted as a surrogate approach for this 

obligation, as discussed in more detail below.)ò  Accordingly, the statement by 

USEPA quoted in this comment only addresses the basic legal obligation under the 

PSD rules and does not indicate how a BACT determination should be conducted for 

emissions of PM2.5. 

 

11. On May 16, 2008, USEPA adopted revisions to the PSD rules to implement PSD for 

PM2.5, defining the ñsignificant emission rateò for PM2.5 as an increase of 10 tons or more 

per year.  (73 FR 28,321, May 16, 2008).  However, the new provision that would allow 

PM10 to continue to be used as a surrogate for PM2.5 for permit applications submitted prior 

to July 15, 2008 (40 CFR 52.21(i)(1)(xi)), which was also adopted as part of these 

revisions to the PSD rules, is illegal.
5
  If the Court of Appeals vacates or stays this 

provision of the PSD rules, this project would continue to be a major modification for 

PM2.5.  The Sierra Club reserves its right to petition for review of this permit for lack of a 

BACT limit for PM2.5 if USEPAôs May 2008 rules are vacated or stayed by the courts. 

 

Neither MGP nor the Illinois EPA relied on the cited provision of the revised PSD 

rules to forgo consideration of BACT for PM2.5.  MGP specifically addressed BACT 

for emissions of PM2.5 in a letter dated May 15, 2008 supplementing its application. 
6
 

In addition, the Illinois EPA specifically considered control of PM2.5 emissions as part 

of its BACT determination.   As such, it is not necessary for the Illinois EPA to 

                                                 

5 The provision in the May 16, 2008 rulemaking that would waive the requirement to implement PM2.5 BACT by 

substituting PM10 BACT is believed to be unlawful for a number of reasons.  It should therefore be overturned by an 

appeal that is currently pending in the United States Court of Appeals for the District of Columbia.  Natural Resources 

Defense Council, et al v. EPA, Case No. 08-1250 (D.C.Cir.).    
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respond to the various arguments put forth by the commenter to support its belief 

that 40 CFR 52.21(i)(1)(xi) is improper, which arguments may eventually be ruled 

upon by a federal appeals court. 

 

12. Common particulate control technologies, such as the fabric filter that would be used on 

the proposed solid fuel boiler, are highly effective at controlling PM and PM10.  However, 

they are less effective at controlling finer PM2.5.  PM2.5 emissions are more aggressively 

controlled by controlling the pollutantôs precursors.  In addition, certain types of filter bags 

are more effective at controlling direct emissions of filterable PM2.5.  

 

The permit for the proposed project provides BACT as specifically recommended by 

this comment.  The permit does set BACT limits for emissions of SO2 and NOx, which 

are the precursor pollutants of concern for PM 2.5, which react in the atmosphere to 

form PM 2.5 and contribute to the ambient concentrations of PM2.5.   In addition, the 

BACT determination for direct PM2.5 emissions from the solid fuel-fired boiler 

requires that the baghouse on the boiler be designed and maintained to specifically 

target control of emissions of PM2.5.  In particular, Condition 2.1.2(c) of the permit 

requires that the filter material used in the baghouse be of a type specifically designed 

for enhanced performance for the control of fine parti culate, i.e., PM2.5, rather than a 

conventional filter material.
7
  Finally, even if equipped with conventional filter 

materials, baghouses should not be considered significantly less effective for control 

of filterable PM2.5 than PM10.
8
  For solid fuel-fir ed boilers, baghouses are commonly 

considered the most effective control technology for control of the filterable 

emissions, be they PM, PM10 or PM2.5.  

 

13. Substituting limits for PM10 emissions for limits for PM2.5 emissions under the PSD rules 

is arbitrary because PM10 is not the same as PM2.5.  The USEPA should not for expediency 

in PSD permitting act as if these pollutants are the same.   PM2.5 has health impacts at 

lower concentrations than PM10.  Condensable particulate comprises a much larger fraction 

of PM2.5 than of larger PM.  73 FR 28,334.  Additionally, controls for PM10 are not 

necessarily controls for PM2.5 and, more importantly for BACT determinations, top-ranked 

controls for PM10 are not necessarily top-ranked controls for PM2.5.  Highwood at 9, 25 

(ñ[t]he Seitz memoôs guidance to rely on BACT analysis for PM10 does not ensure 

maximum achievable reductions in emissions of PM2.5.ò), 30 (finding that the vendor 

                                                 

8
  When generally discussing the performance of baghouses, the Institute of Clean Air Companies indicates that 

ñBaghouse removal efficiency is relatively level across the particle size range, so that excellent control of PM-10 

and PM-2.5 can be obtained.ò (Institute of Clean Air Companies, Technologies: Particulate Controls.)   As 

explained by USEPA, this is because particles are captured by several mechanisms, i.e., inertial impaction , 

interception, Brownian diffusion, and sieving, on already collected particles that have formed a dust layer on 

the bags. The fabric material also can capture particles that have penetrated through the dust layer. 

Electrostatic attraction may also contribute to particle capture in the dust layer and in the fabric itself. Due to 

the multiple mechanisms of particle capture possible, fabric filters can be highly efficient for the entire particle 

size range of interest in air pollution control.  (USEPA, Module 6: Air Pollutants and Control Techniques ï 

Particulate Matter ï Control Techniques.) 

javascript:void(window.open('/air/oaqps/eog/bces/glossary/index.htm#inertialimp',null,'scrollbars,resizable,width=320,height=320'));
javascript:void(window.open('/air/oaqps/eog/bces/glossary/index.htm#interception',null,'scrollbars,resizable,width=320,height=320'));
javascript:void(window.open('/air/oaqps/eog/bces/glossary/index.htm#browndiff',null,'scrollbars,resizable,width=320,height=320'));
javascript:void(window.open('/air/oaqps/eog/bces/glossary/index.htm#sieving',null,'scrollbars,resizable,width=320,height=320'));
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instructed applicant that it could deal with PM2.5 BACT limits by installing more efficient 

bags, but that the applicant should avoid tipping off the state agency ñto avoid any tighter 

restrictions being placed upon us.ò).   

 

On April 24, 2009, USEPA announced that it intends to repeal 40 CFR 52.21(i)(1)(xi), 

the current ñgrandfatheringò provision for PM 2.5 in the PSD rules.  It also 

immediately stayed this provision for a period of three month.
9
  Any permanent 

repeal of this provision would only occur following opportunity for public comment 

as a result of formal rulemaking.  

 

Notwithstanding this development, the historic approach taken by USEPA for the 

ñintroductionò of PM2.5 into PSD permitting, which was reflected in the 

grandfathering provision, was not arbitrary.
10

  The approach reflects a reasoned 

approach based on the overlapping nature of PM10 and PM2.5, which enables PM10 to 

serve as an effective surrogate for PM2.5.  Emissions of PM2.5 also constitute PM10, as 

PM2.5 is a subset of PM10 with an aerodynamic diameter of less than 2.5 microns.  

While the percentage of condensable particulate in PM2.5 emissions may be higher 

than in PM10 emissions, the absolute amount of condensable particulate in PM2.5 and 

PM10 emissions is commonly the same.  While progress has been made in addressing 

the technical issues involved with implementation of PSD for PM2.5, significant issues 

have yet to be resolved.  Notably, USEPA has not finalized a reference test method for 

PM2.5 and there is a dearth of PM2.5 emission data for emission units based on actual 

                                                 
9
 In a letter dated April 24, 2009, to Paul Cort, Earthjustice, Lisa Jackson, Administrator of USEPA, 

announced that the USEPA was g
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testing.
11

  USEPA also has not adopted significant air quality impact levels for PM2.5.    

 

Likewise, the approach taken by the Illinois EPA to the proposed facilityôs emissions 

of PM2.5 is not arbitrary.   Moreover, the approach is also responsive to this comment.  

Emission rates for PM10 are not substituted for or used as limits on emissions of 

PM2.5.  Rather BACT limits for emissions of particulate matter from the proposed 

solid fuel-fired boiler are initially set in terms of particulate matter, rather than 

PM10, so as to stringently limit the facilityôs emissions of PM2.5.  In addition, as 

related to the Highwood Decision, which addressed a proposed coal-fired boiler, the 

permit requires that the baghouse for the proposed solid fuel-fired boiler use an 

enhanced filter fabric, which is more effective in controlling PM2.5 than conventional 

filter fabrics.  

 

14. Because PM2.5 is a regulated pollutant and would potentially be emitted from the proposed 

project in a significant amount, a top-down BACT analysis is required for the project for 

emissions of PM2.5.
12

   

 

While the PSD rules at the time that the draft permit was released for public 

comment did not require a determination of BACT for emissions of PM2.5 from the 

proposed facility,
13 

the Illinois EPA considered PM2.5 in its BACT determination.   

For emissions of PM2.5, the BACT determination for the proposed project is based on 

the fact that PM2.5 emissions are a subset of emissions of PM10 and are controlled by 

the same devices and measures that control emissions of PM10.   The difference is that 

emissions of PM10 may also contains larger particles, which have an aerodynamic 

diameter greater than 2.5 microns, which PM2.5 does not.  It should also be 

recognized that the PSD rules do not specify how a permitting authority must make a 

BACT determination, much less specify that BACT determinations must be made 

using a ñtop-down method.ò
14

  While BACT determinations are commonly made 
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using the top-down method developed by USEPA, this method accommodates 

judgment by the permitting authority in the extent of investigation that is conducted.  

This is because this method focuses attention on the most stringent or ñtopò control 

alternative, with the presumption that the top control alternative should be 

determined to be BACT unless the permitting authority determines that i t is not 

achievable.  The top-down method does not require a permitting authority to conduct 

a detailed evaluation of lesser ranked control technologies, which would be an 

academic exercise merely to confirm that lesser ranked control technologies are 

indeed less effective.  

 

Accordingly, the BACT analysis for PM2.5 emissions for the proposed project follows 

a very straightforward path.  In particular, for the proposed solid fuel-fired boiler, a 

baghouse or fabric filtration is generally considered the best control technology for  

emissions of filterable particulate matter as the emissions of solid fuel-fired boilers 

cannot be controlled by application of pollution prevention techniques.  Fabric 

filtration is feasible for the proposed boiler as the temperature and other conditions 

of the exhaust gas and the character of the particulate from the boiler would not 

preclude use of fabric filtration.
15

  In considering the performance of filtration 

control devices, it is recognized that some filter fabrics are more effective than other 

filter  fabrics.  New designs of filter fabrics have been developed that are more 

effective than traditional filter fabrics for control of fine particulate.
16

  Accordingly, 

ñenhancedò fabric filtration has been determined to constitute BACT for the 

particulate emissions from the proposed solid fuel-fired boiler, for PM, PM10 and 

PM2.5.  The emission limit that was proposed and is set as BACT for filterable 

particulate is 0.012 lb/million Btu, as PM.  This reflects an emission rate that is 

achievable, i.e., that has been consistently demonstrated to be met by emission tests of 

existing coal-fired boilers with baghouses, and provides an appropriate safety margin 

to account for normal variation in performance of a baghouse.   
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For the auxiliary boiler, use of natural gas has been selected as BACT for particulate 

matter.  Since all of this boilerôs particulate matter emissions should constitute PM2.5, 

based on USEPA emission factors, the BACT determination for particulate matter 

directly address emissions of PM2.5.  For material handling operations and roadways, 

in which particulate matter emissions are generated by mechanical processes rather 

than by combustion, PM2.5, will only be a fraction of the PM10 emissions.  Accordingly, 

BACT measures for particulate matter emissions of these units are also adequate and 

appropriate to address the PM10 and PM2.5 fractions of their emissions.  

 

This comment has not challenged the determination of BACT for particulate matter 

that was made for the proposed project.   In particular, for the proposed solid fuel-

fired boiler, this comment does not question the selection of enhanced fabric filtration 

as the BACT control technology for emissions of particulate matter measured as PM 

and PM10 or the accompanying emission limit selected as BACT.  The comment only 

challenges the BACT determination as related to PM2.5.  However, as a baghouse or 

fabric filtration constitutes BACT technology for PM and filterable PM 10, it also 

constitutes BACT technology for emissions of PM2.5.  The further consideration is 

whether a different emission limit should be set as BACT for PM2.5.  As a general 

matter, reliable emission data is needed to set a BACT limit, since a BACT limit must 

be achievable on a routine, continuing basis, considering normal variation in the 

performance of a control system when properly operated and maintained.  However, 

reliable data for emissions of PM2.5 is not available for new coal-fired boiler s 

equipped with modern baghouses and advanced filter materials.
17

  Accordingly, an 

empirical basis is not available at this time to set a BACT limit  for the emissions of 

PM2.5 from the proposed boiler that would be lower than the BACT limit  for PM and 

PM10, for which empirical data is available.  Such empirical data is needed for the 

performance of a baghouse because of the complexity of a baghouse, in which 

different physical mechanisms act in concert to capture particles.  The filter bags also 

operate dynamically as they gradually build up a filter cake made up of accumulated 

particulate and the bags must be periodically cleaned to remove the filter cake.    

 

In response to this need to collect empirical data for filterable PM2.5 emissions, the 

issued permit does require a series of at least three tests for  the emissions of filterable 

PM2.5 from the solid fuel-fired boiler, with this testing to be completed during the first 

three years of operation of the boiler.
18

  Because the filterable PM2.5 emissions of the 

proposed project are no longer ñgrandfatheredò from the PSD program as a 

ñpending application,ò the issued permit further provides that a BACT limit 

expressed in terms of PM2.5 will be set for the solid fuel-fired boiler based on the 

results of such testing and other relevant information.  For this purpose, the issued 

permit sets a target or default BACT limit for filterable PM2.5 emissions of 0.008 
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lb/mmBtu.  This accounts for the required use of an enhanced filtration fabric in the 

baghouse for the boiler, based on the premise that only half of the particulate 

emissions from the boiler can be attributed to the filter fabric in the baghouse and 

thus will be controlled with an enhanced filter fabric  in the baghouse.
19

  If the results 

of the required emissions tests for PM 2.5 and other relevant information show that a 

limit of 0.008 lb/mmBtu is not ñachievable,ò as that term is used in the definition of 

BACT in the PSD program, a limit would be set at a level that is achievable, which in 

no case would be more than the BACT limit that is set for filterable PM emissions 

from the boiler, i.e., 0.012 lb/mmBtu. 

   

Upon further reflection, it has also been realized that initially setting a BACT limit in 

terms of PM2.5 that would be identical to the limit that is set for PM 10 would be 

unsound.  This is because it would potentially exclude larger particulate with an 

aerodynamic diameter between 2.5 and 10 microns from the determination of 

compliance for PM 2.5, thereby allowing more emissions of PM2.5 than allowed by a 

limit set in terms of PM10 or PM.  Particles larger than PM2.5 are included in the 

historic test data for PM emissions and in the established limits for emissions of PM 

that are the basis of the BACT determination for particulate matter .  Indeed, as 

testing of filterable particulate matter emissions of coal-fired boilers is routinely 

conducted using USEPA Method 5, it is appropriate that the proposed boilerôs 

emissions of PM2.5 and PM10 initially be addressed in terms of the boilerôs PM 

emissions.  Until the BACT limit in terms of PM 2.5 becomes effective this will  result in 

the most stringent limit  for particulate matter , as all particulate in the exhaust gas of 

the boiler, irrespective of its size, is addressed by the initial BACT limit.
20

   

 

15. In the Project Summary, the Illinois EPA stated that the BACT limit for PM10 ñalso serves 

to control particulate matter as PM2.5.ò  But that limit corresponds to the PM10 limit and is 

not the result of an independent, top-down (or equivalent) BACT determination for PM2.5.  

Illinois EPAôs failure to include a sufficient PM2.5 BACT limit is erroneous as a matter of 

law.  This is a deficiency that must be corrected before a PSD permit can issue.   

 

This comment does not demonstrate that the emission limits proposed as BACT for 
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the particulate matter emissions of the proposed project, which are now initially set 

in terms of PM and/or PM10, also do not serve as BACT for PM2.5, providing an 

effective and appropriate level of control for emissions of PM2.5.  As such, the 

comment is not responsive to the quoted statement of the Illinois EPA in the Project 

Summary for this project.  Instead, the comment merely posits a legalistic 

presumption that the requirement that BACT be set for PM2.5 necessarily requires a 

BACT determination for PM2.5 that is completely separate and independent fr om the 

BACT determination required for PM 10,  leading to BACT limits set in terms of 

emissions of PM2.5.  However, as a technical matter, as discussed above, PM2.5 is a 

subset of PM10  and is controlled by the same family of control technologies as PM10.  

As such the BACT determination for PM2.5 can appropriately be combined with the 

BACT determination for PM 10 and does not necessarily have to result from an 

independent BACT determination, as suggested by this comment.  Moreover, this 

comment does not put forward any substantive deficiencies in the determination of 

BACT, identifying other control technologies that should be required as BACT or 

suggesting lower limits are achievable for the projectôs particulate emissions.   

 

16. Pursuant to Section 169(3) of the Clean Air Act, a BACT determination must include 

consideration of cleaner production processes and innovative fuel combustion techniques.   

In the Project Summary, Illinois EPA states that, ñ[w]hile natural gas has been used in 

recent years to supply MGP with steam, the cost of natural gas has risen significantly and 

MGP finds it desirable to switch to a fuel for its steam supply that is less expensive.ò  The 

Illinois EPA goes on to state that ñMGP has made a business decisionò to eliminate natural 

gas as an option that ñdoes not necessarily need to be revisited by the Illinois EPA.ò  This 

is not a correct interpretation of the BACT requirement.  BACT is applicable regardless of 

an applicantôs business decision or desires.   This was confirmed in In re Hibbing Taconite 

Company, 2 E.A.D. 838 (Administrator 1989). 
21

  

 

This comment misconstrues the quoted statement in the Project Summary for the 

proposed project.  The statement merely reports the business decision that MGP has 

made and observes that this business decision alone does not compel a permitting 

agencyôs review.  In this regard, the Illinois EPA is not aware of guidance that 

suggests business decisions of the type described, i.e., a companyôs desire to develop a 

solid fuel-fired boiler, must be reviewed if the proposed project would provide BACT.  

In this regard, this comment does not identify any guidance that suggests that 

companiesô business decisions, per se, are subject to review. 

 

Moreover, the statement addressed by this comment does not indicate that it is 

                                                 
21 In the case of Hibbing Taconite Company, Hibbing Taconite sought a permit to modify its furnaces to burn 

petroleum coke, rather than the natural gas and fuel oil that the furnaces were burning at the time of the application.  

The USEPA rejected the applicantôs argument that the permitting agency must accept the applicantôs business 

decision to burn natural gas ñdue to the depressed economic situation in the steel industry [and that] natural gas is now 

too costly.ò  The Administrator reversed the permitting agencyôs decision because: (1) the fact that the plant burned 

gas at the time of its application ñcreates a presumption that natural gas is a financially achievable alternative,ò (2) the 

BACT analysisô conclusion that burning natural gas would cost $1310 per ton of SO2 removed was not a ñserious 

discussion of cost effectiveness;ò and (3) the applicant must be required to ñshow that the natural gas alternative is not 

economically feasible.ò 
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unnecessary to consider use of natural gas as a control alternative in the BACT 

determination made for the proposed project.  Indeed, it is clear that the use of 

natural gas was considered by the Illinois EPA when determining BACT for the 

proposed project.  The use of natural gas was specifically rejected based on a finding 

that the cost of controlling SO2 emissions by this means would be disproportionately 

high when compared to the costs typically expended for control of SO2 emissions. 

 

17. In its Hibbing Taconite decision, the Environmental Appeals Board specifically considered 

and rejected the argument that MGP might be tempted to make here that the option of 

burning natural gas would ñredefine the source.ò
22

  The Boardôs finding in Hibbing 

Taconite applies equally for this project.  The MGP plant currently burns natural gas.  

MGP also intends to construct a natural gas boiler that is capable of meeting its needs (and 

will meet its needs until the coal-boiler is operational).  Burning natural gas will not 

redefine the sourceðas it will continue to produce the same product from the same general 

production process regardless of what fuel is used to create steam.  Therefore, rather than 

begin to use coal, it is reasonable to assume that MGP can continue to rely upon natural 

gas as a fuel, or alternatively to rely on its natural gas-fired boiler as a cleaner production 

process.  Both options are required under a BACT analysis.   

 

In fact, as acknowledged in passing at the start of this comment, neither MGP nor the 

Illinois EPA made the argument that it would be inappropriate as part of the BACT 

analysis for the proposed project to consider the use of natural gas because it would 

ñredefine the source.ò   

 

18. A number of similar plants with the same Standard Industrial Classification (SIC) rely on 

natural gas boilers, including, for example, a Cargill plant in Shelby County, Tennessee, 

the Didion Milling plant in Cambria, Wisconsin, and many others across the United States.  

 

There are a large number of plants across the country engaged in various types of 

grain processing, including plants that produce starch, vegetable oil, sweeteners, flour 

and various other products for direct human consumption, food ingredients, and 

animal feed.  While the cited plants may be in the same general SIC classification as 

MGP, which covers the wide range of grain processing plants, they are not in the 

ñsame businessò as MGP.
23

  The relevant plants that are comparable to MGP are 
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those that specialize in production of beverage ethanol, which is suitable for  use in 

beverages and food products.  As MGP indicated at the public hearing, its major 

competitors are actually using coal.  Consequently, MGP is currently at a significant 

economic disadvantage compared to its competitors.
24

 

 

More generally, the fact that certain manufacturing plants are currently supported 

with  natural gas-fired boilers does not demonstrate that MGP should not be allowed 

to build and operate a coal-fired boiler.  There are many manufacturing plants across 

the country that are supported with coal-fired boilers.  In addition, electricity is 

commonly generated with coal-fired power plants.  The relevant issue is whether 

MGPôs application for the proposed solid fuel-fired boiler complies with applicable 

regulatory requirements for development of a new boiler.  This it does as it shows 

that emissions of the proposed boiler would be appropriately controlled and would 

not cause or contribute to violations of air quality standards.  

 

19. It is my understanding that approximately 60 ethanol plants are either existing or being 

proposed in Illinois and over 90 percent (all but two) are served by gas-fired boilers, rather 

than coal-fired boilers.   

 

As explained above, the circumstances of other ethanol plants in Illinois are not 

directly relevant to the review and permitting of MGPôs proposed solid fuel-fired 

boiler.  In addition, this comment does not accurately reflect the circumstances of 

ethanol plants in Illinois.  There are four existing ethanol plants in Illin ois, which 

were in existence as of 2000, including MGP.  MGP is the only such plant that 

currently does not operate a coal-fired boiler .  (In fact, MGP also had a coal-fired 

boiler until 1995, when that boiler was shut down.)  Thus existing ethanol plants in 

Illinois are commonly equipped with coal-fired boilers.  Only the new fuel ethanol 

plants, which have been developed or proposed since 2000, are overwhelmingly fired 

on natural gas.
25

  However, these plants are not directly comparable to MGP as they 

are only designed to produce fuel ethanol.  The specifications for fuel ethanol are less 

demanding than those for beverage ethanol, which must be distilled multiple times to 

obtain the necessary level of quality.
26

   

 

20. Natural gas is a fossil fuel, but is significantly cleaner than coal.  It contains no sulfur or 

mercury and emits a fraction of the CO2 emissions.  Natural gas clearly is an available fuel, 

since it is currently the fuel for the existing facility that supplies steam to MGP, the fuel 
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that MGP is planning to use to supply steam until the coal-fired boiler is operational, and 

the fuel that MGP plans to use to supply steam from time to time when its proposed coal 

boiler is off-line.  Thus, using natural gas would not require the ñplant to be redesigned 

from the ground upò or ñthat the plant undergo significant modifications.ò  Sierra Club v. 

U.S. E.P.A., 499 F.3d 653, 655 (7th Cir. 2007).  The top-down BACT analysis must 

therefore consider the use of natural gas as clean fuel, clean production process, or both.  

Ideally, MGP would develop a high-efficiency natural-gas fired combined cycle 

cogeneration facility rather than a coal-fired boiler.  Such a facility would be more 

efficient, i.e., use less fuel, and would emit a fraction of the emissions. 

 

In  fact, as already discussed, restricting the proposed boiler facility  to use of natural 

gas would result in MGP redesigning its proposed facility ñfrom the ground up.ò  

This is because the natural gas-fired auxiliary boiler is not designed to produce high-

pressure steam to enable the cogeneration of electricity.  Only the solid fuel-fired 

boiler is being designed to support cogeneration.  MGP would not use natural gas for 

cogeneration, just as Ameren is no longer willing to continue to operate the existing 

Indian Trails facility to use natural gas for cogeneration. 
27

    

 

Notwithstanding these circumstances, the BACT determination for the proposed 

project considered use of natural gas as an alternative to use of coal in the primary , 

solid fuel-fired boiler.  This is because a high-pressure boiler fired on natural gas 

could theoretically be substituted for the proposed solid fuel-fired boiler and meet 

MGPôs objective for this project, i.e., development of a cogeneration facility to 

directly supply the steam and much of the electric power needed by its existing plant.  

As explained elsewhere, this approach to control of emissions from the proposed 

project was rejected because of excessive cost impacts, evaluated in terms of cost 

expended per ton of emissions that would be avoided.  

 

This comment does not demonstrate that a natural gas fired combined cycle turbine 

facility could serve as a practical alternative to the proposed boiler facility, as was 

suggested by this comment.
28

  Combined cycle facilit ies certainly are the most 

efficient way currently available to generate electricity with natural gas.  However, 

since they achieve this efficiency by using all the steam that is produced to generate 

electricity, there is no low-pressure steam remaining for process use. The critical 

element of the proposed project for MGP is to maintain a source of process steam for 

                                                 

http://en.wikipedia.org/wiki/Steam_turbine
http://en.wikipedia.org/wiki/Electricity_generation
http://en.wikipedia.org/wiki/Brayton_cycle
http://en.wikipedia.org/wiki/Rankine_cycle
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its Pekin plant.  Process steam is essential for the operation of the plant and cannot be 

obtained from the grid like electricity.  The proposed boiler facility is designed 

foremost to meet MGPôs need for process steam and only as a secondary matter for 

cogeneration of electricity.
29

  These objectives are met with  a conventional 

cogeneration facility, i.e., with a boiler that produces high pressure steam with which 

electricity can be generated and an extraction steam turbine that provides the lower 

pressure steam that is suitable for process use.    

 

Conventional cogeneration technology also has the well-demonstrated ability to meet 

changes in the need for steam as occur at MGPôs existing plant when various 

manufacturing operations go on and off line.  Combined cycle gas turbine technology 

has developed for electricity production, where the changes in operating levels of the 

combined cycle generating units are typically gradual, as other generating units are 

in service to handle and respond to short-term variation in electrical demand.   

Combined cycle turbine technology has not been developed to reliably address and 

respond to significant variability in electrical and steam demand, as would be needed 

to the needs of the MGP plant.
30

 

 

21. The permit record for this project does not demonstrate that use of natural gas is not cost-

effective, as is necessary as the use of natural gas is the most stringent control alternative 

for the proposed project.  As explained by USEPA in the NSR Manual 

 

[An] applicant should demonstrate to the satisfaction of the permitting 

agency that costs of pollutant removal for the control alternative are 

disproportionately high when compared to the cost of control for that 

particular pollutant and source in recent BACT determinations.    

 NSR Manual, page B.32.  

 

This principle has been confirmed by decisions by the USEPA Environmental Appeals 

Board.
31

  However, this principle was not followed for the proposed project. 

 

In fact, this was exactly what was done for the proposed project.  MGP demonstrated 

to the satisfaction of the Illinois EPA that the costs to reduce emissions through use of 
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natural gas would be disproportionately high when compared to the cost of emissions 

control in recent BACT determinations.  In this regard, MGP determined that the 

cost-effectiveness of using natural gas as an approach to control the SO2 emissions of 

the proposed facility would be in excess of $50,000 per ton of SO2 emissions avoided.  

The Illinois EPAôs independent assessment of costs confirmed costs of at least $34,000 

per ton of SO2 avoided.
32

  This would be an extraordinary cost for control of SO2 

emissions from a coal-fired boiler .  For emissions of SO2, cost-effectiveness values on 

the order of $10,000 per ton have commonly been considered sufficient to reject use 

of an alternative fuel as an approach to reduce SO2 emissions.   The analysis of the 

cost-effectiveness of the use of natural gas by the Illinois EPA confirmed costs for 

control of SO2 emissions that would be in excess of $10,000 per ton.
33

  By comparison, 

in the Hibbings Taconite case, also cited by this comment, the projected cost for that 

project for control of SO2 emissions with use of natural gas was a fraction of th is level 

at $1300 per ton.  

 

Moreover, permits have been and will likely  continue to be issued to other 

manufacturing facilities to construct new solid fuel-fired boilers with similar levels of 

PM emissions and control of SO2 emissions as those being required of the proposed 

solid fuel-fired boiler.
34  

This establishes a significant precedent that must be overcome 

to show that the construction of the proposed solid-fuel fired boiler would be contrary 

to BACT because the boiler should be developed to fire natural gas, a cleaner fuel.  

Conceivably, this would support an argument that when considering natural gas as an 

alternative for  a solid fuel-fired project, the higher costs of natural gas should be 
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considered excessive when the emissions of the proposed coal-fired unit  would be 

appropriately controlled to levels that have been determined to constitute BACT.  

 

22. It appears that Illinois EPAôs statement that ñthe calculated cost-effectiveness of using 

gaséas a means to control SO2 emissions is on the order of $50,000 per tonò is based on a 

single paragraph contained in December 2007 letter from MGPôs consultants.  That 

paragraph contains no citations or explanation for how the figures were generated.  I did 

not find back-up documentation in the materials provided in response to our request for all 

documents pertaining to the permit application.  This makes it impossible for the public to 

comment on MGPôs calculations and to evaluate whether the various costs of the fuels 

were added or removed appropriately (such as capital costs, financing, emission rates, 

waste handling, emission control, etc.).  Clearly, this is not the ñserious discussion of cost 

effectivenessò required to justify rejecting a higher ranked pollution reduction option. See 

Hibbing Taconite, PSD Appeal No. 87-3, Opinion (July 19, 1989), page 8. 

 

MGP provided a reasonable discussion of the cost-effectiveness of using natural gas 

as an alternative fuel for the proposed facility  given the nature of the proposed 

facility .   There would be a substantial difference, tens of millions of dollars per year, 

in the costs of fuel for the proposed facility if MGP used natural gas rather than coal 

as the fuel for this facility.  Given the magnitude of this difference, MGP believed that 

its discussion was sufficient to show that use of natural gas would not be a cost-

effective alternative approach for  control of emissions from the proposed facility.  For 

this purpose, MGP focused on the consequences for the emissions of SO2 from the 

facili ty, as use of natural gas would have the greatest effect on its SO2 emissions. 

 

In response to this comment, which requests a more detailed analysis of the 

alternative of using natural gas for the proposed facility, the Illinois EPA has 

conducted a further assessment of the cost-effectiveness of this alternative.  While the 

cost-effectiveness values calculated by the Illinois EPA are lower than those 

calculated by MGP, the conclusion is the same.  Use of natural gas is not a cost-

effective alternative for the control of the emissions of the proposed facility. 

 

While certain insights can be obtained from the EABôs decision for Hibbing Taconite, 

the decision is not directly applicable to the present project.  The Hibbing Taconite 

decision addressed a proposed fuel conversion project in which existing pelletizing 

furnaces that were being fired on natural gas and fuel oil would be converted to 

petroleum coke, a solid fuel whose sulfur content is generally similar to that of coal.  

The circumstances were such that the nominal cost-effectiveness of use of natural gas 

for control of SO2 was only $1300/ton, a value that is commonly considered 

reasonable for control of SO2 emissions.  Moreover, while the permit issued to 

Hibbings Taconite for its fuel conversion project would have tentatively limited SO2 

emissions to 1.2 lb/mmBtu, it was unclear that this limit w ould have been practically 

achievable, given the apparent lack of control equipment specifically installed for SO2 

emissions.  It was also unclear that the SO2 limit of 1.2 lb/mmBtu would have been 
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enforceable in practice, given certain provisions of the permit.
35

  Effectively, the 

permit for Hibbing Taconite that was appealed would have allowed use of high-sulfur 

fuel in existing furnaces with only incidental control of SO2 emissions as provided by 

the existing control systems for particulate matter.
36

  In contrast, the proposed solid 

fuel boiler project would be equipped with a scrubber system for control of SO2 

emissions, with SO2 emissions fully limited to no more than 0.185 lb/mmBtu, and a 

cost-effectiveness for use of natural gas that is readily considered excessive. 

 

23. A more robust analysis of the cost-effectiveness of use of natural gas must be performed.  

For example, one obvious issue is that the price of Illinois coal has roughly doubled over 

the past year.  MGP assumes a cost of $30 per ton in its December 2007 letter, but Illinois 

Basin coal has risen to a current figure of $71 per ton, based on information reported by 

the federal Energy Information Administration.
37

   

 

This comment does not identify a flaw in the evaluation of the use of natural gas as an 

alternative to the proposed solid fuel-fired boiler.   This is because this comment cites 

data for the commodity spot price of Illinois coal.  This is not an appropriate type of 

data to predict the price of Illinois coal for the proposed facility.  A spot price is the 

price pursuant to a one-time transaction for the ñimmediateò purchase of a specific 

quantity of coal from a mine, without any commitments for further purchases.
 38,

 
39

  It 

is not the price for coal over a period of time under a coal supply contract, as would 

be applicable for  the proposed facility as MGP would obtain its coal pursuant to long-

term, multi -year contracts.    

                                                 

In discussing the continued use of natural gas by Hibbing Taconite, the EAB states ñIn my view, Hibbingôs ability 

to continue to operate using natural gas creates a presumption that natural gas is a financially achievable alternative.  

Of course this presumption can be rebutted, but to do so, Hibbing must provide a detailed consideration of objective 

economic data.  Mere generalizations about the economic woes of the steel industry are not enough.  Hibbingôs BACT 

analysis does not contain the level of detail and analysis necessary to overcome the presumption that the natural gas 

alternative is economically achievable.  The BACT analysis shows that the cost of burning natural gas is $1310/ton 

SO2 removed, however, there is no serious discussion of cost-effectiveness.  Greater efforts must be made by the 

applicant to show that the natural gas alternative is not economically feasible.  This might be done, for example, by 

comparing the costs of burning natural gas with the costs associated with SO2 control used in other similar types of 

facilities that have gone through PSD review.ò  ñFootnote: ñIn its petition, the Region state that a control cost of 

$1300 per ton is within the cost range found for BACT determinations, and is therefore reasonable.ò  In re Hibbing 

Taconite Company, PSD Appeal No. 87-3, Opinion (July 19, 1989), p. 8 
37

 Energy Information Administration, Official Energy Statistics from the U.S. Government, Coal News and Markets 

Report dated August 4, 2008 (available at http://www.eia.doe.gov/cneaf/coal/page/coalnews/coalmar.html).
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For purposes of assessing the cost of coal for the proposed facility, a reasonable value 

is $45.50 per ton (equivalent to $2.17 per mmBtu).  This is based on recent 

information from Platts Infostore for the cost of coal from the Viper Mine, outside 

Elkhart, Illinois, about 55 miles from Pekin, as delivered by truck to a power plant 

near Pekin.  While this cost for coal is higher than the $30.00 per ton used by MGP in 

its December 2007 discussions, it only represents an increase of $0.74 per mmBtu.  

This does not make natural gas a cost-effective fuel for the proposed facility.    

 

As a general matter, the assessment of the costs of fuel for the proposed project 

should consider fuel costs in a manner that appropriately accounts for and eliminates 

short-term variability in fuel costs and accurately assess the relative costs of these 

fuels.  This is because the proposed facility would operate for many years.  When 

appropriately considered on this basis, the cost of coal is consistently substantially 

less than that of natural gas.  In particular, the cost of Illinois coal is typically about 

one quarter that of natural gas, when appropriately considered in terms of the cost 

per Btu of fuel energy.  While the costs of both coal and natural gas are increasing 

over time, the rate of increase is less for coal.  While natural gas and coal both 

experience price spikes, the spikes are less pronounced for coal.  For coal, the effect of 

price spikes is also routinely avoided or moderated as coal is obtained pursuant to a 

long-term contract directly with a coal mining company.
40

  

 

24. The project summary mentions the increase and volatility in the cost of natural gas. The 

federal Energy Information Administration (EIA) publishes information on the cost of 

natural gas.  The price, in dollars per mmBtu, ranged from $1.43 in 2005 to $11.99 in 

2006, to $11.31 in 2007, and $11.54 in 2008.  This does not seem to be highly volatile. For 

comparison, at the end of 2006, data from the EIA shows that the cost for Illinois-basin 

coal was about $34/ton (nominally equivalent to about $1.44/mmBtu). It is now $70/ton 

(nominally $2.97/mmBtu).  That is an increase and volatility in the cost of fuel.  For 

certain coal from outside the Illinois basin, the cost of coal increased even more, from $40 

to $130/ton (nominally, $1.54 to $5.00/mmBtu). 

 

This comment confirms greater increases in the cost of natural gas as compared to 

the cost of Illinois-basin coal.  The comment cites data indicating an eight-fold 

increase in the cost of natural gas.  In comparison, the comment cites data showing 

that the cost of Illinois coal only doubled.
41

  

 

More data than is presented in this comment is needed to assess the volatility of fuel 
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cost, which is actually a different measure of cost than the increase in cost over time 

as addressed by this comment.   When the EIA specifically evaluated the volatility of 

the cost of natural gas in 2007, it observed that ñé analyses of natural gas volatility 

relative to other commodities have ranked it among the highest.  Electricity has been 

the only commodity group with price volatility  consistently higher than those of 

natural gas.ò  ñA high degree of price volatility seems inherent in natural gas markets 

owing to the nature of the commodity, supply capacity constraints, and the sensitivity 

of peak day demand to temperature.ò
42

   

 

Moreover, as previously discussed, what is relevant for the economics of this project 

are both volatility in cost and the average costs of coal and natural gas.   Based on 

EIA data, between 2005 and 2008, the monthly cost of natural gas in dollars per 

million Btu ranged from a high of about $13.50 and a low of $5.00, averaging $8.76.  

The monthly cost of Illinois coal on a spot basis, freight on board, ranged from a high 

of about $4.25 and a low of $1.50, averaging $2.06 per million Btu , reflecting about a 

four-fold difference in the cost of natural gas and coal.   This is consistent with the 

data used in a 2007 study of the cost and performance of new electric power plants by 

the Department of Energy.  This study used fuel costs of $1.80 and $6.75 per million 

Btu for coal and natural gas, respectively,
43

 reflecting slightly less than a four-fold 

difference in fuel cost. 

 

25. Another reason why a more robust analysis of the cost-effectiveness of use of natural gas 

must be performed is the relative cost of a new coal boiler versus relying instead on the 

steam supply already being provided, or relying on the proposed new gas boiler alone.  It is 

not clear what costs were included or excluded for the truncated ñcost effectivenessò 

analysis that was performed.  A transparent cost effectiveness analysis is especially 

necessary here because the construction prices for coal handling equipment, boilers, and 

other similar equipment has experienced drastic increases, it is unlikely that the capital cost 

of an additional coal boiler and associated equipment is cost-effective in terms of dollars 

per ton of additional emissions.   

 

The analysis of relative costs and cost-effectiveness was more than adequate given the 

relative difference in the cost of natural gas and coal.  The cost of coal is typically 25 

percent that of natural gas, with a cost-differential of at least $6 per million Btu.
44,

 
45

 

This difference in fuel costs is more than sufficient to compensate for the additional 

costs that are inherent in construction and operation of a solid fuel-fired boiler and a 

                                                 



 25 

natural gas-fired boiler of the size planned by MGP, i.e., approximately 500 million 

Btu per hour.  While coal is not a cost effective fuel in smaller boilers, the proposed 

boiler is of sufficient size that the added operational costs for use of coal are easily 

offset by the savings in fuel cost.
46

   

 

Moreover, the increases in equipment and construction costs experienced in recent 

years, as mentioned by this comment, would not act to increase the cost of the solid 

fuel-fired boiler project, on a percentage basis, more that the cost of a natural gas 

fired boiler  project.  First, these recent increases in costs affect both natural gas and 

coal-fired boiler projects.   Second, as the solid fuel-fired boiler project is larger and 

starts with higher costs, the principle of economy of scale indicates that the smaller 

natural gas-fired boiler project would experience greater relative increases in costs.  

 

26. The public must be given an opportunity to review and comment on such analysis before 

the permit is issued.  At a minimum, Illinois EPA should require a robust cost effectiveness 

analysis that follows the guidance in the Air Pollution Control Cost Manual prepared by 

USEPAôs Office of Air Quality Planning and Standards, and provide that documentation to 

the public in a new comment period. 

 

The public has been provided with an opportunity to review and comment on the 

proposed project and draft permit.  The logical outcome of this process is that the 

Illinois EPA thoughtfully consider any comments that are submitted and, as 

appropriate, take necessary actions to respond to those comments.  The information 

upon which the preliminary determination for this project was made was provided to 

the public.  It did not prevent meaningful public comment, as evidenced by the 

various comments that were submitted on this topic.  Moreover, a decision to 

supplement the record with additional research or analysis to respond to public 

comments does not trigger the need for a further opportunity for public comment.   

 

Moreover, as this comment specifically refers to the USEPAôs Air Pollution  Control 

Cost Manual, this comment suggests a minimum element for the further analysis of 

the possible continued use of natural gas that is without practical significance.  This is 

because the USEPAôs Air Pollution  Cost Control Manual does not provide guidance on 

how an analysis of cost-effectiveness should be conducted for use of an alternative 

fuel as a means to control emissions of SO2.
47

  

 

27. To the extent that the Illinois EPA relies on MGPôs cursory discussion, that analysis is not 

sufficient to demonstrate that the price of using natural gas is not ñcost effective.ò  NSR 

Manual at B.31; Hibbing, 2 E.A.D. at 842.  Most pollution controls will cost money but the 
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PSD program does not allow sources to escape emissions control merely because it might 

cost money.  ñBACT is required by law.  Its costs are integral to the overall cost of doing 

business and are not to be considered an afterthought.ò  Id. at B.31 (ñIn the economical 

impacts analysis, primary consideration should be given to quantifying the cost of control 

and not the economic situation of the individual source.ò); see also Alaska Depôt of 

Environmental Conservation v. EPA, 124 S.Ct. 983, 1005 (2004) (upholding USEPAôs 

order rejecting a BACT analysis that eliminated a pollution control option on claims of 

economic infeasibility without an adequate record); Hibbing Taconite, Slip Op. at 8 

(ñMere generalizations about the economic woes of the steel industry are not enough.ò).  

Here, there was no demonstration by MGP or the Illinois EPA that would justify ignoring 

the lower emissions achievable with cleaner fuel. 

 

The BACT analysis for the proposed project has not ignored the lower emissions 

levels that would potentially be achievable with the use of cleaner fuels.   The BACT 

determination also does not allow MGP to ñescape pollution control merely because it 

might cost money.ò   Rather the BACT determination requires use of appropriate 

emission controls on the solid fuel-fired boiler and was based on an analysis that 

considered use of natural gas as an alternative approach to control of emissions.   It 

was not based on the current economic woes of MGP or the ethanol industry. 

 

28. The Illinois EPA should require MGP to provide a comprehensive analysis of the 

economic feasibility of using natural gas as fuel.  This analysis should be made available to 

the public for comment before any permit is issued. 

 

The PSD rules do not support the action requested by this comment.  In particular, 

this comment asks for an assessment of the economic feasibility of using natural gas, 

As such, it asks that MGP make public its economic assessment of the proposed 

project.  This of necessity would also include an assessment of its current economic 

circumstances, an assessment of its current and planned markets for products, its 

current and future costs of manufacturing, and information on other financial 

matters to which the public is not entitled to have access.  This request goes far 

beyond the analysis of cost-effectiveness required for a BACT determination.  

 

29. The analysis of lower sulfur coal is insufficient because lower sulfur coal seams are 

available in Illinois.  There is no discussion about limiting coal sulfur content to lower 

sulfur coals available in Illinois.   

 

The analysis of the potential coal supply for the proposed project is appropriate as it 

addresses coal that is commercially available and could be purchased by MGP.  The 

fact that ñlow-sulfur coal seamsò exist in Illinois does not show that coal from such 

seams is actually mined or should be considered commercially available so as to 

potentially be used by the proposed facility.  In  this regard, it is significant that this 

comment does not actually state that lower sulfur coal is available in Illinois.  Rather, 

the comment only indicates that lower sulfur coal exists in Illinois .  While this is a 

true statement, it is does not show that coal from such seams is economically 

recoverable, is currently being mined, or will continue to be mined.  These are 

prerequisites for a discussion or detailed evaluation of a potential coal supply as 
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generally requested by this comment for  the use of lower sulfur Illinois coal.  

 

In fact, the lower sulfur coal seams in Illinois are not currently being mined to an 

extent that ensures that supplies of such coal will continue to available into the 

future.
48,49

  The majority of the coal that is currently being mined in Illinois is higher 

sulfur  coal.  The deposits of this coal are of sufficient thickness and extent to be 

commercially recoverable and there are markets for this coal from electric power 

plants located outside of Illinois.
50,

 
51

  This is no longer the case for the deposits of 

lower sulfur coal that remain in Illinois.
52

    

 

30. The analysis of lower sulfur coal is insufficient because there is no basis for assuming that 

delivery of low sulfur coal is any different than for Illinois coal.  Some plants burning low 

sulfur coal receive it by truck or small train deliveries, and some plants burning Illinois 

coal receive it by large trains.  Even if certain changes to the fuel receiving portions of the 

MGP plant would need to be redesigned to accommodate cleaner coal, such changes must 

be considered in a top-down BACT analysis.  See e.g., In re East Kentucky Power 

Cooperative, Inc., Hugh L. Spurlock Generating Station, Title V Petition No. V-06-007, 

Order Responding to Petitionerôs Request that the Administrator Object at 30
53

 

(Administrator Aug. 30, 2007) (finding that the Kentucky Department of Environmental 

                                                 


