JOHN THUNE COMMITTEES
SOUTH DAKOTA ARMED SERVICES
ENVIRONMENT & PUBLIC WORKS
SMALL BUSINESS

Nnited Dtates Senate

WASHINGTON, DC 20510

September 14, 2005

Stephen L. Johnson

Administrator

U.S. Environmental Protection Agency
1200 Pennsylvania Avenue, NW
Washington, DC 20460

Dear Administrator Johnson:

As state, local and federal officials work to respond to the destruction caused by
hurricane Katrina, I write to urge you to make an important change concerning the way
that dry mill ethanol plants are categorized.

As you are aware, a number of our nation’s domestic petroleum refineries
suffered tremendous damage due to hurricane Katrina. While I applaud the EPA for
granting fuel waivers concerning reformulated gasoline and sulfur, I believe more could
be done by you and your agency to address the fuel shortage and record prices that
consumers continue to face.

Currently, the EPA categorizes dry mill ethanol plants under the Clean Air Act as
“major emitting facilities” that emit or have the potential to emit 100 tons-per-year or
more of any pollutant subject to regulation under the Act. Surprisingly, wet mill ethanol
plants that utilize the same fermentation process as dry mill plants are categorized
differently and are regulated only if such a facility emits or has the potential to emit 250
tons-per-year of such pollutants. This differential treatment of ethanol plants not only is
discriminatory, it discourages the expansion of existing dry mill plants. Furthermore,
such a re-classification is warranted in light of the fact that neither Congress in statute,
nor EPA in promulgating its PSD regulations, has defined “chemical process plants” in a
way that specifically identifies dry mill ethanol production as chemical process plants
subject to the 100 tons-per-year threshold. The classification was made administratively,
apparently without any effort to ensure consistent treatment among ethanol producers.

While both wet mills and dry mills are subject to regulation under the Clean Air
Act and must obtain permits in order to operate, the differential SIC classification forces
dry mills to be subject to the considerable administrative burdens associated with major
source classification at a much lower emission threshold. This adds delay and additional
cost to the permitting process and discourages plant expansion. At a time when the
nation is facing record gasoline prices and a growing reliance on foreign sources of oil,
this simple step would encourage the rapid expansion of existing domestic dry mill
capacity to address shortfalls in the nation’s fuel supply. Moreover, most of these dry
mill plants are farmer-owned and located in rural areas. Expanding their capacity or

320 NoRTH Main AVENUE 1313 WesT Main STREET 320 SouTH 15T STREET
Sioux FaLLs, SD 57104 Rapic City, SD 57701 ’ Suite 101
(605) 334-9596 {605) 348-7551 ABerDEEN, SD 57401
(605) 225-8823



allowing existing plants to operate at higher production rates would provide much needed
additional income to American farmers hurt by the recent Katrina disaster.

In summary, Congress recently recognized the enormous role that domestically
produced ethanol can play in reducing our dependence on foreign oil with the enactment
of the renewable fuels standard in the Energy Policy Act of 2005. However, due to the
differing classifications that the EPA has given to dry mill and wet mill ethanol plants, I
strongly believe that your agency should re-classify dry mill ethanol plants similar to the
250 ton-per-year classification that applies to wet mill ethanol plants.

Since the vast majority of our nation’s ethanol production comes from dry-mill
plants, raising the emissions threshold would allow for increased ethanol production,
which could help increase our nation’s fuel supplies and reduce gasoline costs to
consumers. Moreover, dry mill ethanol plants would still be forced to meet all the
requirements of the Clean Air Act, including obtaining the necessary air quality permits,
which would ensure that federal and state efforts to achieve National Ambient Air
Quality Standards would not be compromised.

Thank you for your consideration regarding this matter and please don’t hesitate
to contact me if you have any additional questions.

Kindest Regards,

qvéwi_,

John Thune
United States Senator



