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EXECUTIVE SUMMARY

This report was prepared in response to 2005 Minnesota Session Laws, Chapter 1, Section 2, Subsection
7, requiring the commissioner of the Minnesota Pollution Control Agency to submit a report to the
Minnesota House and Senate Environment and Natural Resources Policy and Finance Committees
benchmarking Environmental Review and permitting laws and procedures in Minnesota with states
containing comparable forestry and mining development projects. The report consists of a review of state
environmental review programs, case studies of four forestry and four mining development projects, and

results of a focus group meeting with state environmental review and permitting project managers.

Data collected for this study was obtained from multiple sources. Background information on state
industry trends was compiled through a review of the literature and agency technical reports. Case studies
were developed by reviewing environmental impact statements, permit applications, public involvement
notices, and supplemental reports. Relevant timeframes and case specifics were verified through informal
interviews with agency administrators and project managers familiar with state procedures and the
selected projects. Additional project information was obtained through on-site meetings and follow-up
correspondence with project managers. The legal, administrative, and procedural aspects of each state’s
environmental review and/or permitting program were examined by reviewing applicable state statutes,
administrative rules, agency reports, and policy guidelines. Perceptions of program effectiveness were

obtained through a focus group with state environmental review and permitting project managers.

State Environmental Review and Permitting Programs

Thirty-seven states have adopted an environmental review framework for evaluating nonfederal actions.
These states can be grouped into three distinct categories delineated by the scope of development projects
subject to environmental review as well as the intensity by which project-specific environmental impacts
are assessed. There are 16 states in the first category, defined as having comprehensive environmental
review policies, standards, and procedures. These states require preparation of detailed reports equivalent
to an environmental impact statement in situations where state authorities believe proposed actions may
have significant environmental impacts. The second category of states, of which there are 21, require
environmental review only under specific circumstances and where review procedures are only applicable
to certain types of economic development activities (e.g., water development, timber harvesting, housing
development) or within certain geographic areas (e.g., natural reserves, coastal areas, river banks). The

remaining 13 states have no formal environmental review requirement. Although several of these states
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request that agencies consider environmental factors when issuing permits, but no guidelines have been

adopted that direct how environmental impacts are to be evaluated.

Forestry and Mining Case Studies

Detailed descriptions of environmental review and permitting processes are provided for specific forestry

projects in Minnesota, New York, Maine, and Georgia. Similarly, detailed descriptions of environmental

review and permitting processes are provided for mining projects in Minnesota, West Virginia, Montana,

and Michigan. The selection of states for which the non-Minnesota case studies were developed was

based on the following criteria:

e States that compete with Minnesota in either the forest products processing or mining sectors.

e States that employ similar manufacturing processes or mining techniques to those used in Minnesota.

e To the extent they are identifiable, states that have comparable forest products manufacturing or
mining projects that have been subject to state environmental review and/or permitting processes

within the past 10 years.

Each case study includes (1) an examination of the forestry or mining sector’s economic importance in
the state. Historical information and trends in that sector’s production, economic impact, and employment
are discussed; (2) a characterization of the state’s environmental review and permitting requirements; (3)
a detailed description of the environmental review and/or permitting activities associated with a specific
facility development or expansion proposal. This includes a description of the proposed project, planned
manufacturing and processing technologies, format and content of the environmental review completed,
issues examined, type and extent of public involvement, required permits, records of decision, and current
disposition of the project; and (4) a discussion of factors affecting the environmental review and

permitting timelines for proposed projects.

Focus Group: State Environmental Review and Permitting Project Managers

A focus group meeting was conducted in Minneapolis, MN, on January 23, 2008, to examine perceived
barriers and opportunities for effective implementation of state-level environmental review and
permitting. Participants were selected based on their level of knowledge about state environmental review
and permitting, familiarity with state processes as applied to forest products or mining operations, and

position within their respective agency. Twelve representatives from seven state agencies participated.

The focus group discussion revealed opportunities for improving the delivery and effectiveness of

environmental review and associated permitting activities, and it highlighted the challenges states face in
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meeting economic development and environmental quality objectives. States have adopted appreciably
different governance models and the level of rigor associated with review of proposed mining and forest
projects varies considerably from state-to-state, even where states have formal environmental policy acts.
Differences in the economic climate, cultural context, natural resource setting, and subsequent
organization of state agencies influence the structure and implementation of environmental review and
permitting. The focus group discussion also revealed that despite differences, states experience many
common successes and challenges. Moreover, in light of the challenges identified, program administrators
felt they have been able to successfully adapt their programs to reflect their state’s unique economic,

social, and institutional environment.

In developing an in-depth understanding of environmental review and permitting for each state, the
following thematic areas of discussion emerged from the focus group: (1) linkages and integration
between environmental review and permitting; (2) incorporating cumulative environmental impact
analysis in project-specific environmental review; (3) coordinating environmental review and permitting
activities within and outside state government; (4) linkages between environmental review and economic

development; and (5) opportunities for improving state-level environmental review and permitting.

Conclusions
An analysis of the case studies and focus group discussion lead to the following conclusions:

Scope of Environmental Review

o State environmental review varies greatly with respect to the scope of potential impacts measured.
Some states consider indirect or off-site impacts while others only measure direct or site-specific
impacts. Even states having environmental policy acts (i.e., Georgia, Minnesota, Montana, and
New York) were markedly different. For instance, an environmental impact statement was prepared
for the UPM-Kymmene/Blandin Paper Company project in Minnesota in which substantial
consideration was given to off-site impacts associated with increased timber harvesting. In contrast,
the environmental review documents prepared for projects in Georgia and New York contained no
such analysis, consistent with their state policies.

o Uncertainty exists across states on how to incorporate cumulative impact assessments into
environmental review and permitting procedures. The requirements and methods for assessing
cumulative impacts are often considered by state environmental review program managers to be
inadequate. There was disagreement about the appropriate scale of analysis, the role of state
agencies in conducting generic assessments of cumulative impacts, thresholds of significance, and

whether project proponents are responsible for mitigating for cumulative impacts where their
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individual contribution is negligible but surpasses aggregate thresholds. Expanded use of generic
assessments at the regional scale may reduce burdens placed on project managers and companies

while increasing environmental safeguards for water and air quality and wildlife habitat.

Coordination

o States differ in their approach to coordination of environmental review and permitting. Some states
conduct environmental review and permitting simultaneously with information generated from the
review simultaneously integrated into the permitting process. The same staff may be responsible for
administering both processes to aid in information exchange and efficient completion of tasks.
Other states keep the processes separate with different staff and the results of the review informing
subsequent permitting. Regardless of the approach, most state representatives feel confident their
process is effective both in terms of the time required and for the adequacy of the review. They also
report extensive coordination and planning among staff throughout both processes.

o Centrally located and administered environmental review and permitting responsibilities are
preferred. Focus group participants expressed support for consolidating review and permitting
functions under one agency to eliminate inefficiencies, even if permitting and environmental review
are separated by programmatic boundaries. However, although efficiencies may be gained through
the consolidation of state environmental review and permitting processes where they are currently
divided among multiple units of government, it is important to note that state law typically
precludes the possibility of making such sweeping changes without legislative approval. Because
state legislatures may be reluctant to authorize large-scale bureaucratic restructuring it is not
necessary reasonable to conclude that such change is possible as long as sufficient support exists
among agency officials.

o Coordination between state departments of economic development and environmental review and
permitting authorities is important. State agencies responsible for environmental review are better
able to anticipate information needs and planning horizons if they are kept apprised of state
economic development plans. The lead agency can identify relevant obstacles to planning in a
timely manner prior to obligation of state funds.

o Some states administer environmental review and permitting at a sub-regional level. In the cases of
West Virginia and New York, permitting is coordinated at a multicounty level with little to no
oversight by the central state office of the administering agency. No attempt was made to evaluate
the effectiveness of these models but it is important to note differences when comparing projects

across multiple states.
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o Pre-application meetings contribute to information exchange among project proposers and the
administering agency. Information sharing and discussions about project scope prior to submission
of formal environmental review or permitting documents reduces confusion about needed
information, alerts staff to upcoming projects, and allows applicants an opportunity to modify plans

based on agency feedback before significant investment is made.

Public Involvement

e Public involvement and outreach strategies can greatly affect environmental review and permitting.
Administrators in several states believe that the public is ill-informed about environmental review
policies and procedures, how it works in conjunction with permitting, and the role of the public in
providing information. As a result, public comments often lack substantive information that can be
used in the process and requires considerable staff time and resources for the small number of
people who choice to participate.

o Educating the public about the role and process of environmental review enhances the quality of
comments received. Providing public education about the underlying purpose and processes of
environmental review is a valuable tool for improving the quality of public comments and the
overall public involvement processes.

o The use of information technologies such as “e-permitting” is important for increasing
communication. Web-based technologies such as e-permitting may facilitate the transparency of the
review process, speed reviews, and reduce confusion about outstanding information needs and

requests. Information can be shared efficiently and in a consistent manner.

Project Timelines and Delays

o Delays are a result of several factors often outside the control of the administering agency. Project
delays often happen as a result of: (1) inadequate information provided by consultants hired to work
on a project, (2) failure of firms to provide requested information in a timely fashion or providing
incomplete or incorrect information, (3) failure of sister agencies to provide necessary information
in a timely manner, (4) inability of a firm to secure the appropriate level of financing needed for a
project, and (5) lack of preplanning by the firm or pursuing an preliminary level of analysis when
an environmental impact statement is necessary.

o Environmental review and permitting took longer in situations were extensive public involvement
was required. An active citizenry requires a greater number of public meetings and may also result

in more comments provided in which agencies must respond. State administrators agreed that
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public involvement is a fundamental part of the review process and that efforts to accelerate
timelines should not be at the expense of opportunities for public involvement.

o Environmental review and permitting took longer in situations were cumulative impact assessment
was required. The emphasis on cumulative impact assessment in states like Minnesota may have
increased the time necessary to complete environmental review. The forestry and mining projects
reviewed are not representative of all possible cases, but they do illustrate the expanded scope
necessary to adequately assess off-site environmental impacts.

o FEfforts to reduce overall project review time could potentially have negative consequences.
Consideration must be given to the negative consequences (e.g., reduced opportunity for public
involvement, failure to adequately address particular environmental impacts) that could result from
an accelerated environmental review or permitting process. Although certain stages of project
review could perhaps be shortened without undermining environmental quality objectives, agencies
must weigh the benefits of reducing total project review time against the associated costs.

o Environmental review and permitting processes should be as predictable as possible. Consistency
in carrying out environmental review and permitting requirements helps project sponsors anticipate
the types of information required of them and how long the review process will likely take, which
can aid in securing financing. Unpredictable or inconsistent requirements may result in the loss of
economic development opportunities to states with more predictable processes. However, an
appropriate balance must be achieved between the need for thorough environmental review and
efforts to create a predictable process. Similarly, while much discretion is given to agency staff in
terms of timelines and protocol, explicit guidelines may not reflect the diversity of project

circumstances, particularly in cases where delays are outside the responsibility of the lead agency.
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1.0 INTRODUCTION

1.1 Study Background

Chapter 1, Section 2, Subsection 7, of the 2005 Minnesota Session Laws required the commissioner of the
Minnesota Pollution Control Agency (MPCA) to submit a report to the Minnesota House and Senate
Environment and Natural Resources Policy and Finance Committees that benchmarks environmental
review and permitting laws and procedures applied to forest products processing facilities and mining
operations in the state of Minnesota. The Minnesota Legislature specified this benchmarking study
provide a comparison of state-level environmental review and associated permitting processes for a select
number of states having recently approved comparable forest products and mining projects. This report is

prepared in response to this legislative mandate.

Eight case studies were conducted for comparable forest products manufacturing and mining projects—

four cases for each industry sector. Seven states, including Minnesota, were included in the analysis.

Within each manufacturing sector, a Minnesota case study and case studies from other states are

presented. The selection of states for which the non-Minnesota case studies were developed was based on

the following criteria:

o States that compete with Minnesota in either the forest products processing or mining sectors.

e States that employ similar manufacturing processes or mining techniques to those used in Minnesota.

e To the extent they are identifiable, states that have comparable forest products manufacturing or
mining projects that have been subject to state environmental review and/or permitting processes

within the past 10 years.

The study is organized into three sections. The first section describes the forest products manufacturing
cases in Georgia, Maine, Minnesota, and New York, and mining cases in Michigan, Minnesota, Montana,
and West Virginia. Each case study includes: (1) an examination of the industry trends within the state to
provide a broader context in which to examine state environmental review and permitting processes and
policies; (2) information on specific development proposals that were subject to state environmental
review and/or permitting within the past 10 years; and (3) information on each state’s policies, procedural
requirements, and implementation of their environmental review and permitting programs. Section two of
the report describes findings from a focus group meeting with environmental review project
administrators from selected states examined in the case studies. Information contained in this section
summarizes the focus group discussion regarding the key attributes of state programs with respect to the
linkages and integration of environmental review and permitting processes, cumulative impact analysis,

coordination among responsible government units, project timing, and economic development
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considerations. In the context of forestry and mining industries, this section of the report provides
information on aspects of environmental review and permitting that are perceived by state environmental
review project administrators as being barriers to effective implementation. It also identifies opportunities
for improving the implementation of environmental review processes, as well as ways of doing so in a
timely manner. The final section of the report provides a synthesis of the similarities and differences
among state environmental review and permitting programs as well as opportunities to increase the

effectiveness by which they are implemented.

1.2 Methodology

Data collected for this study was obtained from multiple sources. The background information on state
industry trends was compiled through a review of the literature that included agency technical reports
such as the US Geological Service mining analyses and reports from the USDA-Forest Service on forest
products industry manufacturing. Environmental impact statements, permit applications, public
involvement notices, and supplemental reports were reviewed for each project to identify relevant
timeframes and case specifics. This information was verified through informal interviews with agency
administrators and project managers familiar with state procedures and the selected projects. Additional
project information was obtained through on-site meetings and follow-up correspondence with project
managers. The legal, administrative, and procedural aspects of each state program were further examined
by reviewing applicable state statutes, administrative rules, agency reports, and policy guidelines. A

common format was used to develop and organize the content contained in each case study.

A focus group meeting was conducted in Minneapolis, MN, on January 23, 2008, to examine perceived
barriers and opportunities for effective implementation of state-level environmental review and
permitting. Project managers from each state provided in-depth information on key attributes of their
programs including: linkages and integration of environmental review and permitting processes,
cumulative impact analysis, coordination among responsible government units, and economic
development considerations. Participants were selected based on their level of knowledge about state
environmental review and permitting, level of familiarity with state processes as applied to forest
products or mining operations, and their position within their respective agency’s administrative

hierarchy. Twelve representatives from seven state agencies participated in the focus group meeting.

Benchmarking Minnesota’s Environmental Review and Permitting Processes for Forestry and Mining 2
(University of Minnesota, Department of Forest Resources)



1.3  Overview of State-level Environmental Review

Put simply, environmental review is carried out when a review agency considers the impacts that a
proposed project or action will have on the human environment. More specifically, environmental review
is the process by which information regarding a proposed project’s environmental impacts are disclosed,
alternative actions are formulated and evaluated, and mitigation measures by which such impacts can be
minimized prior to undertaking the project are considered (Ma, 2008). The federal National
Environmental Policy Act (NEPA) of 1969 (42 U.S.C. 4321-4347) provides a comprehensive framework
for federal agencies to assess environmental impacts associated with their proposed activities and
legislative proposals prior to these actions being undertaken (Caldwell, 1998a). Any federal agency
responsible for a proposed action having the potential to cause significant environmental impacts is
required to prepare a formal environmental review document following established procedures (CEQ,
1978; Wood, 2003). Federal rules mandate that all environmental review documents include the
following: the environmental impacts of the proposed activity, identification of any adverse effects that
cannot be avoided should the activity be undertaken, alternatives to the proposed activity, relationship
between local short-term uses of the environment and the maintenance and enhancement of long-term
productivity, and any irreversible and irretrievable commitments of resources that would be involved in

the proposed (Caldwell, 1998b).

In contrast to NEPA, which specifies procedures for federal agencies to follow, many state governments
have adopted their own environmental review framework for evaluating nonfederal actions. State
environmental review originated in the wake of NEPA’s passage and many states, including Minnesota,
passed legislation in the 1970s that created state-level environmental review requirements similar to the
NEPA framework. Numerous studies have examined existing federal procedures and appraised their
value in promoting sound environmental planning and management, but few have examined state
environmental review policies and procedures (Ma et al., 2008). Yet, the vast majority of economic
development projects throughout the country fall within the scope and jurisdiction of state-level

environmental review.

At present, 37 states have adopted some form of environmental review policies and procedures that
generally require the preparation of an environmental review document in which environmental impacts
are projected and evaluated against a set of criteria (Ma et al., 2008). Additionally, such procedures
typically require consideration of mitigation measures that could be employed to minimize potential
environmental effects associated with a proposed action. Although most states with formal environmental

review requirements have these common requirements, a considerable amount of variation exists among
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states with respect to the scope of development projects subject to environmental review as well as the
intensity by which project-specific environmental impacts are assessed. For example, some states require
an evaluation of applicable nonfederal activities and legislative proposals as long as they are not exempt
by state laws or rules, whereas others only require evaluation of impacts applicable to certain types of
projects, natural resources impacted, or geographic-specific areas such as lake shores or coastal zones.
Additional variation exists among states with regard to whether environmental review is administered at
the state or local level, as well as the specific procedures (e.g., opportunities for public review and input)

employed (Ma et al., 2008).

Of the 37 states with formal environmental review policies and procedures, three distinct categories of
states can be delineated. The first, which can be referred to as Tier-one states, includes 16 states that have
adopted all-encompassing environmental review requirements that are applicable to a wide range of
economic development activities. These state environmental policy acts (SEPAs) require agencies to
review actions to determine whether they will have any significant impact on the environment (LEPO,
2000). All SEPAs mandate the preparation of detailed reports equivalent to an environmental impact
statement (EIS) when an agency knows or believes a proposed action may have significant environmental
impacts. Most SEPA-directed environmental review involves the following three steps. First, an agency
determines whether the proposed action "triggers" the mandatory preparation of an environmental review
document. If so, the agency determines if the action will result in significant impacts. If the agency does
not anticipate significant impacts to the environment will result, it issues a finding of “no significant
impact.” If significant impacts are expected, a more in-depth environmental review is undertaken that
includes a detailed discussion of anticipated impacts, mitigation measures, and alternatives to the
proposed action (LEPO, 2000). SEPAs allow the environmental assessment (EA) process, a cursory
evaluation of a proposed project, to be eliminated entirely if the project necessitates an EIS or other more
comprehensive environmental review document (LEPO, 2000; Ma et al., 2008). Additionally, the project
proposer can bypass the EA process altogether if the significance of the anticipated impacts is such that
an EIS will almost certainly be required. Tier-one states include: California, Connecticut, Georgia,
Hawaii, Indiana, Maryland, Massachusetts, Minnesota, Montana, New J ersey,1 New York, North

Carolina, South Dakota, Virginia, Washington, and Wisconsin (Ma et al., 2008).

In contrast, there are 21 Tier-two states, defined as having environmental review requirements but only

for select natural resources (e.g., wetlands), activities (e.g., construction of a power plant or housing

! New Jersey adopted NEPA-like procedures mandating environmental review for state actions through an executive
order issued by the governor in 1989.

Benchmarking Minnesota’s Environmental Review and Permitting Processes for Forestry and Mining 4
(University of Minnesota, Department of Forest Resources)



development), or within certain geographic areas (e.g., designated natural reserves) (Ma et al., 2008). For
instance, only development projects in Maine affecting coastal or freshwater wetlands are subject to
formal environmental review. In Nevada, environmental review procedures have been adopted but only
for the Lake Tahoe region. The majority of these states require an environmental analysis of proposed
projects but without specifying the content or format of the analysis. Tier-two states include: Alaska,
Arkansas, Delaware, Florida, Illinois, Kansas, Kentucky, Louisiana, Maine, Michigan, Mississippi,
Missouri, Nebraska, Nevada, New Mexico, Oregon, Pennsylvania, Rhode Island, Texas, Utah, and

Vermont (Ma et al., 2008).

The remaining 13 states are without formal environmental review requirements and are referred to as
Tier-three states. Although several of these states request that their agencies consider environmental
factors when issuing development or discharge permits, no guidelines have been adopted that direct how
environmental impacts are to be evaluated. Tier-three states include: Alabama, Arizona, Colorado, Idaho,
Iowa, New Hampshire, North Dakota, Ohio, Oklahoma, South Carolina, Tennessee, West Virginia, and
Wyoming (Ma et al., 2008).
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2.0 FOREST PRODUCTS PROCESSING FACILITY CASES

2.1 Georgia

2.1.1 Economic Importance

Pulpwood and saw logs are the principal roundwood products produced in Georgia. Combined output of
these two products totaled more than 1 billion cubic feet in 2003 and amounted to 88% of the state's total
industrial roundwood output that year. Total pulpwood production, including chipped roundwood,
increased 14% to 569 million cubic feet between 2001 and 2003, and by 2003 was 50% of the state's total
roundwood timber product output. Twelve pulpmill facilities were operating and receiving roundwood in
Georgia in 2003, one less than in 2001. Saw logs made up 38% of Georgia’s timber product output.
Output of softwood saw logs declined 11% to 376 million cubic feet between 2001 and 2003, while
output of hardwood saw logs increased 7% to 65 million cubic feet during the same time period. In 2003,

Georgia had 122 sawmills, four mills more than in 2001 (Johnson and Wells, 2005).

Georgia’s forest products industry is a large, complex, and multifaceted economic sector that consists of
many components (Waters et al., 2003). A general definition of the wood-based industry includes all
service and manufacturing activity related to the growth, harvesting, and use of forest materials that
would not exist in Georgia without the presence of extensive forests or forest industries (Riall, 2002).
Riall (2002) defined Georgia’s forest products industry using the following sectors: forestry, logging,
wood products (such as dimension lumber), paper products, manufactured housing, furniture, other

miscellaneous wood products, and woodworking and papermaking machinery.

The largest employers in the forest products industry are the paperboard containers and boxes, sawmill,
and wood preserving sectors, each contributing almost 8,000 jobs (Riall, 2002). Several other segments of
this industry have employment exceeding 5,000, including in paper mills, mobile home construction,
millwork, and logging. Sawmills, wood preservation plants, and converted paper and paper mills each
generated in excess of $2 billion in product value in 2002 (Table 2.1) (Waters et al., 2003). Structural and

reconstituted wood products also constitute an important component of this industry (Riall, 2002).

The state’s Paper Mills, Non-Paper Building Industry Group generated an output of more than $2 billion
in 2002, with a value-added benefit of nearly $768 million. A total of 5,564 people were employed in this
industry group with an annual payroll of more than $413 million, and an average income of more than
$74,000 per employee. Activity in this industry group contributed nearly $134 million in additional state
sales and use taxes in 2002 (Waters et al., 2003). The state’s Other Converted Papers Industry Group,
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which produces sanitary paper goods, generated an output of nearly $2.3 billion in 2002, with a value-
added benefit of about $939 million and employing 4,842 individuals. This industry group had an annual
payroll of nearly $286 million, averaging just over $59,000 per employee, and contributed nearly $134
million in additional state sales and use taxes in 2002 (Waters et al., 2003). Finally, the state’s Structural
and Reconstituted Wood Products Industry Group, which includes manufacturers of OSB and other
panelized products, generated an output of more than $723 million in 2002, with a value-added benefit of
nearly $216 million. A total of 3,540 people were employed in this industry group with an annual payroll
of more than $143 million, averaging just over $40,000 per employee. Activity in this industry group

contributed nearly $43 million in additional state sales and use taxes in 2002 (Waters et al., 2003).

Table 2.1: Georgia forestry industry economic activity: 2001 (Source: Riall, 2002; Waters et al., 2003).

Sector Output Employment Income

Forest Products (Greenhouses & Nurseries) $274,653,024 1,898 $89,615,368
Logging Camps and Logging Contractors $950,030,080 5,258 $157,755,760
Sawmills and Wood Preservation $2,348,375,296 7,689 $313,189,888
Millwork $882,288,512 5,037 $174,317,328
Veneer and Plywood $1,031,417,792 5,105 $373,540,480
Engineered Wood $703,288,256 3,442 $139,954,944
Containers $466,563,040 3,149 $79,615,280
Mobile Homes $930,612,096 5,461 $167,524,496
Prefabricated Wood Buildings $81,591,752 627 $14,299,701
Pulp Mills $929,370,112 2,119 $172,173,936
Paper Mills, Except Building Paper $2,056,720,768 5,465 $405,871,104
Paperboard Mills $1,613,578,880 3,791 $273,955,840
Paperboard Containers and Boxes $1,951,888,896 7,992 $411,236,736
Bags $1,301,681,280 3,786 $171,214,736
Stationery $431,200,928 1,735 $74,938,984
Other Converted Paper $2,113,644,800 4,468 $263,835,216
Wood Kitchen Cabinets $319,743,744 3,018 $85,710,184
Woodworking Machinery $38,392,980 240 $11,896,424
Paper Industries Machinery $15,454,385 108 $7,079,120
Household Furniture $273,165,344 2,527 $64,588,244
Mattresses and Bedsprings $336,644,192 1,563 $71,981,440
Office Furniture $452,982,912 2,695 $98,470,472
Burial Caskets and Vaults $18,736,500 93 $2,813,828
Total $19,522,025,569 77,266 $3,625,679,508

2.1.2 Project Overview
In November of 2004, Norbord Georgia, Inc. submitted a proposal to the Environmental Protection
Division of Georgia’s Department of Natural Resources that involved a new expansion to an existing

oriented strandboard (OSB) manufacturing facility located near Cordele, Georgia. Norbord is an
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international producer of wood-based panels with (at the present time) 15 plant locations in the United

States, Europe and Canada. The company is one of the world’s largest producers of OSB.

The proposed expansion of its existing OSB manufacturing facility would significantly increase its output
capacity by establishing a second production line. More specifically, Norbord proposed to construct and
operate three additional rotary dryers, a 285 MMBtu/hr wood-fired energy system (natural gas backup),
an additional press, handling, blending, forming, and finishing processes. Furthermore, Norbord proposed
to construct and operate baghouses and thermal oxidizers for air pollution control purposes. The
application specified that these new sources would have a production capacity of 650 million square feet
per year on a 3/8-inch basis. No changes were proposed to the existing equipment or operations. Norbord
determined that best available control technology comprised a wet electrostatic precipitator followed by a
thermal oxidizer to control emissions from the new energy system and dryers, a separate thermal oxidizer
installed to control emissions from the new press, and baghouses to control emissions from forming,

handling, and finishing operations.

OSB is manufactured at the Cordele facility by undergoing a multistep process. First, mixed southern
hardwoods and pine are received by truck, debarked, cut-to-length, flaked, and conveyed to dryer
metering bins. Upon dryer passage, the dry flakes are collected, screened for fines removal, and conveyed
to blender metering bins. The flakes are then mixed with wax and resin and formed into a continuous mat.
The mat is cut into sections and pressed at high temperature and pressure. Finally, the boards are sanded,
trimmed to size, edge coated, and packaged for shipment. As part of the sawing and sanding finishing

operations, a portion of the boards are passed through a tongue-and-groove process line.

Prior to proposed expansion, the major emission units at the facility consisted of four triple-pass rotary
dryers, a 210 MMBtu/hr Wellons energy system, and a board press. The energy system combusts wood
waste to generate the required process air to simultaneously dry and transport the wood flakes. The
energy system also heats the press plate thermal oils. The plant uses an electrostatic precipitator to control
particulate matter (PM) emissions from the dryers, and a thermal oxidizer is used to control PM and

volatile organic compound (VOC) emissions from the board press.

The existing plant is located in an area designated as an attainment or unclassifiable area for all criteria

pollutants with respect to the National Ambient Air Quality Standards (NAAQS).> As a result the plant is

? An attainment area is a zone within which the level of an EPA regulated pollutant is considered to meet United
States National Ambient Air Quality Standards.
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potentially subject to Prevention of Significant Deterioration (PSD)-permitting requirements for all
applicable pollutants. Thus, the PSD “major” source threshold for this type of facility is 250 tpy for each
criteria pollutant (i.e., NOx, CO, PM, and VOC). Taking into account the emission control systems and
permit limits, the maximum emissions of four pollutants at future plant capacity and 8,760 hours per year
of operation were anticipated to be greater than the PSD major source thresholds. Specifically, emissions
of NOx, CO, PM,,, and VOC were expected to exceed the PSD major source threshold. Because of the
magnitude of proposed air emissions, the project was subject to New Source Review for air quality
impacts, specifically Best Available Control Technology and air quality analyses were required under the
PSD permitting program as administered by the Environmental Protection Division and Georgia’s Rules

for Air Quality Control.

It should be noted that the PSD permit application did not contain information about where the facility
would obtain the wood fiber to meet its raw material demands. Norbord representatives verbally
expressed to the Environmental Protection Division that this fiber would consist of southern hardwoods
transported to the facility by truck. Although a PSD permit application requires an analysis of impairment
to visibility, soils, and vegetation that will occur as a result of the facility, Georgia has interpreted this
requirement to mean the impact the plant itself will have on the immediate area. As a result, Norbord’s
PSD permit application was not required to consider environmental impacts associated with timber
harvesting taking place off-site to meet the facility’s wood fiber demands. The Environmental Protection
Division also did not require specifics regarding the general geographic area that would be used to supply

the raw material (J. Yntema, personal communication, November 2007).

With respect to review and analysis of potential environmental impacts associated with the proposed
expansion, no EIS or similar document was completed because Georgia does not require this level of
analysis for privately funded projects. The Georgia Environmental Policy Act requires that all state
agencies and associated activities prepare an EER as part of the decision-making process, but similar
requirements do not exist for private sector activities in which a state agency does not directly assist with

the planning, financing, or implementation.

Authority to commence construction and operation of Norbord’s proposed expansion to its Cordele OSB
facility was obtained by meeting the requirements of three distinct but interrelated permitting programs:
Georgia State Implementation Plan (SIP), Title V of the 1990 Clean Air Act Amendments, and a PSD
permit application as part of the federal New Source Review program. The proposed expansion was

ultimately processed by the Environmental Protection Division as a combined PSD/Title V Significant
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Modification with Construction. Norbord filed for a construction permit to satisfy Georgia SIP
regulations because the project proposal involved the construction or installation of a new or modified
unit that would result in emissions to the atmosphere. The SIP incorporates a Title V operating permit,
which is required by the EPA for all new and existing major sources of air emissions. Because the
proposed project involved a substantial increase in facility size and production capacity, Norbord was

required to submit a “major modification” under the facility’s existing Title V permit.

Review of the Norbord project also involved a Best Available Control Technology analysis that was
completed by Norbord in a manner consistent with the EPA’s top down approach for determining best
available control technology. In following the steps outlined in this process, Norbord identified viable
options for controlling pollution emission, discarded options that lacked technical feasibility, evaluated
each of the remaining alternatives based on their control effectiveness, and ultimately selected the
technology that maximized the amount of emissions control that could be achieved at the facility

following the proposed expansion.

Although Georgia Environmental Protection Division staff noted that the initial air emissions modeling
data provided by Norbord as part of a PSD permit application were deemed insufficient, these
inadequacies were ultimately eliminated upon submission of a revised PSD permit application (J.
Yntema, personal communication). The revised PSD permit application provided comprehensive
modeling data and analysis with respect to potential air emissions associated with the proposed
expansion, which was detailed in an emissions inventory included in the PSD permit. The dispersion
modeling analysis was completed in three principle steps: Significance Analysis, NAAQS Analysis, and
PSD Increment Analysis. All emissions sources, including existing sources of emissions at the Norbord
facility were included in a PSD Increment Analysis as part of the permit. The significance analysis was
used to determine whether the net emissions change associated with the Cordele OSB Mill Expansion
Project, when processed in a dispersion model, would lead to a significant impact upon the area
surrounding a facility. “Significant” impacts were defined by ambient concentration thresholds commonly
referred to as the Significant Impact Levels. The significance analysis with respect to how NO,, PM,j,
and CO emissions would increase was conducted to determine the maximum off-site impact due to the
new project for each of five years of meteorological data evaluated. Regulations require that a PSD permit
action include the following three additional impact analyses as part of a PSD permit action: growth
analysis, a soil and vegetation analysis, and a visibility analysis. The major findings from the PSD
Increment analysis can be summarized as follows:

e Ambient impacts of NO, due to PSD Increment-consuming emissions from the Cordele OSB
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Mill and significant regional sources were predicted to be below PSD Increment thresholds.

e Ambient impacts of NO, due to all emissions from the Cordele OSB Mill and significant regional
sources were predicted to be in compliance with NAAQS.

e Ambient impacts of PM;, due to PSD Increment-consuming emissions from the Cordele OSB
Mill and significant regional sources were predicted to be below PSD Increment thresholds.

e Ambient impacts of PM o due to all emissions from the Cordele OSB Mill and significant
regional sources were predicted to be in compliance with NAAQS.

e No significant ambient impacts of CO were presumed.

e Additional impacts to the soils, vegetation, and visibility were not expected to be adverse.

e Predicted ambient impacts of toxic air pollutants were below allowable ambient concentrations as

defined by Georgia’s Environmental Protection Division guidelines.

In sum, the air quality modeling analyses included with the PSD permit application indicated construction
of the Cordele OSB Mill expansion project and continued operation of the Cordele OSB Mill would be in
compliance with applicable ambient standards for criteria and toxic air pollutants under normal operating
conditions. It is also worth noting that although the Norbord PSD permit application did conduct growth,

soil and vegetation, and visibility analyses, the analysis was not intensive.

In accordance with state and federal regulations promulgated in response to the 1977 Clean Air Act
Amendments, Norbord also included a Class I Increment analysis in its PSD application. Federal Class |
areas are of special national or regional value from a natural, scenic, recreational, or historic perspective.
The nearest Class I area to the Cordele OSB Mill is the Okefenokee National Wildlife Refuge, which is
located approximately 106 miles southeast of the Cordele OSB Mill and is managed by the US Fish and
Wildlife Service. The Georgia Environmental Protection Division typically defers a review of impacts to
the discretion of the US Fish and Wildlife Service in these cases because the proposed facility is located
more than 100 km (62 miles) from the nearest Class I area. Accordingly, Norbord prepared and submitted
a Class I area modeling analysis to the US Fish and Wildlife Service demonstrating that the proposed
construction and operation of the Cordele OSB Mill would not cause significant impact to Okefenokee

National Wildlife Refuge as a result of regional haze or deposition.

As part of the PSD permit application, Norbord also submitted an evaluation of ambient impacts of toxic
pollutant emissions in accordance with the Guideline for Ambient Impact Assessment of Toxic Air

Pollutant Emissions. Predicted ambient concentrations were below applicable ambient air concentrations
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for all pollutants and averaging periods modeled. The results of this analysis showed that emissions of
toxic air pollutants were not anticipated to cause adverse impacts on the ambient environment.

Although the Environmental Protection Division expects to have at least one pre-PSD application meeting
with an applicant, no pre-application meetings appeared to have taken place between the agency and
Norbord regarding the Cordele OSB expansion. Pre-application meetings are typically used by the agency
to lay out issues that would be controversial, which would normally include whether the agency will
approve a particular piece of control equipment proposed and the type of computer modeling the
applicant will have to conduct. Unlike almost all PSD applications that the Environmental Protection
Division receives, Norbord’s initial PSD was submitted to the agency without having completed the
requisite modeling. Consequently, the permit-writing process was more difficult for the agency because
the applicant was essentially asking them to make a decision on the PSD application without
documentation that facility emissions would meet state standards. The applicant also provided limited
information regarding the specific types of equipment they intended to install in the new portions of the
plant. The Environmental Protection Division staff felt that Norbord was not used to submitting permit

applications in the United States or Georgia and was also in a hurry to expand their facility.

After receiving an air quality application on November 9, 2004, to amend the permit for the existing OSB
plant and essentially double the output capacity of the plant, standard procedures called for the
Environmental Protection Division to issue a 30-day public advisory. However, agency staff were unable
to verify that such a public advisory was issued. In the past, these advisories have occasionally been
forgotten or intentionally not released when the Environmental Protection Division planned to later issue
a Public Notice. However, no public comments were received during the 30-day period following
Norbord’s initial submittal of its air quality application. Receiving few or no comments on a proposed
forest products processing facility is not uncommon, and the Environmental Protection Division rarely
receives comments regarding proposed projects in southwestern Georgia. The Environmental Protection
Division does not pay to have public advisories published in newspapers and neither agency rules nor
state statutes require them to produce an announcement alerting the public that such an advisory exists.
The agency typically sends the printed advisory to a list of county officials and newspapers, as well as
citizens and companies that have previously notified the agency that they wish to receive such advisories

(J. Yntema, personal communication, November 2007).

Upon issuance of the draft Norbord air quality permit and Preliminary Determination, a public notice was
published in the local Cordele Dispatch for Crisp County on April 21, 2005. The public notice indicated

there were 30 days to comment or to request a hearing on the draft permit and Preliminary Determination.
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This notice was also sent to Crisp County Commissioners, the Cordele mayor, the regional planning
commission, Norbord, and to the EPA Region 4 Headquarters. The notice and related documents were
also placed on the Environmental Protection Division’s website. Comments were received from Norbord
and the EPA (J. Yntema, personal communication, November 2007). A final permit was issued along
with the final determination on June 3, 2005. The Environmental Protection Division included in the Final

Determination document responses to the comments from Norbord and the EPA.

2.1.3 Environmental Review Policies and Procedures

The central piece of legislation guiding how review of proposed projects is conducted is the Georgia
Environmental Policy Act of 1991 (OCGA 12-16-1), which requires that all state agencies and activities
prepare an EER as part of the decision-making process for determining when a government action may
have a significantly adverse impact on the environment. Georgia is considered a Tier-one state with
regards to their SEPA with the EER equivalent to what most entities refer to as an EIS. However, because
the state has not promulgated rules associated with the Act and rarely mandates the preparation of
environmental review documents, the state actually behaves more like states not requiring formal
environmental. Furthermore, while guidelines have been promulgated no rules or regulations have been

adopted to facilitate implementation of the Act.

The Act applies only to state actions, which are defined as land-disturbing activities conducted by a state
agency or funded 50% or more by a state grant. It also applies to the proposed sale or exchange of five or
more acres of state land, and the proposed harvesting of more than five acres of trees from state land. If,
by taking an agency action it is “probable to expect a significant adverse impact on the natural
environment,” then the statutory threshold for conducting a review of is triggered. More specifically, the
Act states that any proposed state action that may “significantly adversely affect the quality of the
environment” including the state’s air, water, land, plants, and animals, requires an EER. Alternatives to
the proposed project or activity must be considered as part of the EER, and mitigation measures must also
be incorporated. An EER is required unless a finding of no significant impact can be prepared, which in
the case of Georgia is equivalent to a Negative Declaration for an Environmental Assessment Worksheet
in Minnesota. The Act implies the law is procedural only and declares that the final decision to proceed
with an agency action “shall not create a cause of action” by any person provided that the procedural

notice and hearings provisions have been followed.

As outlined in the Act, an environmental effect report describes the environmental impact and adverse

environmental effects of the action, alternative actions, mitigation measures proposed to avoid or
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minimize impact, and other effects. The responsible state agency authors the report and provides it to the
director of the Georgia Environmental Protection Division, which is made available to the public so that
hearings regarding the action can be convened as needed. Although no administrative rules have been
adopted, the Act requires the director of the Environmental Protection Division to issue guidelines to
assist agencies in the preparation of EERs. To date, the guidelines include criteria for evaluating whether
a proposed action may impose significant adverse affects on environmental quality, protocols for
soliciting comments from public and private organizations and individuals, and the possibility of
preparing a single EER in situations where a series of state actions individually pose minimal adverse
impacts but pose significant adverse cumulative effects or if a series of proposed actions are related either
geographically or as part of a chain of contemplated actions that would subsequently impose significant

environmental impacts when considered together.

With respect to review and analysis of potential environmental impacts, Georgia does not require that an
EIS or similar document be completed for privately funded projects. That is, while the Act requires state
agencies and associated activities to prepare an EER, similar requirements do not exist for private sector
activities where a state agency does not directly assist with the planning, financing, or implementation of

proposed actions.

2.1.4 Factors Affecting Review/Permitting Timelines

The review process for Norbord’s proposed expansion to an existing OSB manufacturing facility was
completed in slightly less than seven months in total. Although a lack of public objection certainly helped
the project to undergo a fairly efficient review process, it appears the fact that no environmental review
documents (i.e., EER, EIS, or other comparable environmental review document) were prepared for the

project was also an important factor affecting review time.

Environmental Protection Division staff expressed the sentiment that the absence of pre-application
meetings between Norbord and the Environmental Protection Division represented an important factor
that increased project review time. In the absence of pre-application meetings, which are commonly used
by the Environmental Protection Division to lay out any issues that would be controversial, Norbord’s
initial PSD was submitted to the agency without having completed the requisite modeling. The ultimate
result was that the permit-writing process became more difficult for the Environmental Protection
Division because the applicant was essentially asking the Environmental Protection Division to make a
decision on their PSD application without providing adequate evidence that facility emissions would meet

state standards. The applicant also provided insufficient information regarding the specific types of
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equipment they intended to install in the new portions of the plant. One possible explanation that
Environmental Protection Division staff offered for the initial problems with Norbord was that the
company was not used to submitting permit applications in the United States and it was also in a hurry to
expand the facility. Additionally, although assistance provided to project applicants by the Georgia
Department of Economic Development (GDEcD) also helps to facilitate a faster the review process
(because GDEcD is familiar with the operating permit application requirements imposed by the
Environmental Protection Division), it appears that in this case the GDEcD either did not offer effective
guidance to the applicant or merely was not involved in the project to the extent that is typical of most

projects (J. Yntema, personal communication).

In summary, projects of a similar scale proposed in states with comprehensive environmental review are
rarely approved in less than one year from the date an application is formally submitted. The Georgia
Environmental Protection Division was able to review and approve Norbord’s proposed expansion in
much shorter period of time largely because of the following two factors: (1) environmental review
documents were neither required nor prepared for the project, and (2) no public comments or other
objections were received during the public comment period. Additionally, project review ultimately took
longer as a result of minimal assistance provided to Norbord by the GDEcD, and the absence of pre-

application consultation between the applicant, the GDEcD , and the Environmental Protection Division.

Table 2.2: Summary of Norbord forest products industry case study, Georgia.

Project Name/ | Norbord Project / Norbord Georgia, Inc.

Company

Location Cordele (Crisp County), Georgia

Type of Expansion to existing oriented strandboard (OSB) engineered wood products processing
Project facility located in southern Georgia. Facility was permitted for initial construction in 2002.
Scope Annual OSB production would increase by 650 MMsf, or about 100%. Facility produces OSB

on a 3/8-inch basis. Norbord sought approval from the Environmental Protection Division to
install three rotary dryers, wood fired energy system, blending and forming machines, press,
and additional finishing capacity.

Year Project November, 2004
Proposed

Year Project June, 2005
Permitted

ER Completed | N/A

Permits e Georgia State Implementation Plan—construction permit, Title V operating permit (date
Completed unknown in 2005)
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e PSD (as part of the federal New Source Review program)—represented the most
substantive document with respect to providing a comprehensive analysis and overview of
the proposed project (permit obtained June 3, 2005)

Public
Involvement

Standard procedures called for Environmental Protection Division to issue a 30-day public
advisory, though it could not be verified a public advisory was released. No public comments
were received during the 30-day period following Norbord’s initial submittal of its air quality
application, which is not uncommon for projects in southwestern Georgia. Neither agency
rules nor state statutes require the agency to notify the public of proposed actions.

Upon issuance of the draft air quality permit and Preliminary Determination, a public notice
was issued by the Environmental Protection Division and published in a local newspaper. The
public was given 30 days to comment or request a hearing. The notice was also sent to the
Crisp County Commissioners, Cordele mayor, regional planning commission, Norbord, and to
the EPA Region 4 Headquarters. Comments were received from only Norbord and the EPA.

Issues and
Impacts
Analyzed

The project considered environmental impacts that would directly result from expansion to the
existing OSB facility. Analyses were conducted for air emissions, but the permit application
and supplemental reports did not address impacts to forest resources that would result from
the additional timber harvesting needed to meet raw material demands. Potential emissions
were detailed in an emissions inventory included in the PSD permit. The dispersion modeling
analysis included a Significance Analysis, NAAQS Analysis, and PSD Increment Analysis.
All emissions sources that would be generated at the Norbord facility were included in the
PSD permit. The significance analysis was used to determine whether the net emissions
change would lead to a significant impact upon the area surrounding a facility. The
significance analysis for NO,, PM;,, and CO emissions was conducted to determine the
maximum off-site impact due to the new project for each of five years of meteorological data
evaluated. The PSD Increment Analysis revealed that none of the criteria pollutants would
“consume” the increment and subsequently exceed permissible concentration thresholds.
Regulations require that a PSD permit action include analysis on growth, soil and vegetation,
and visibility. Although the PSD permit application addresses these areas, the level of analysis
was nonspecific.

Final Outcome

The proposed facility expansion was permitted in approximately seven months, not including
time during the pre-application stage, although it does not appear that pre-application
meetings took place. Neither an EER nor other environmental review document was prepared.
Approval of the facility was not contested during public review and comment periods. The
Environmental Protection Division was notified by Norbord that facility expansion would be
completed and the plant operational at its new capacity by December 2006.

State ER The Georgia Environmental Policy Act requires preparation of an EER for major facilities, but

Policy state officials indicate this report has not been prepared. Guidelines have been promulgated

Framework pursuant to the Act but there are no agency rules or regulations that have been developed or
adopted to facilitate implementation of the Act.

State The Stationary Source Permitting Program within the Environmental Protection Division is

Permitting the primary unit responsible for reviewing applications and issuing permits. The permitting

Framework process consists of a detailed technical review of submitted applications that culminates in the

issuance of a Construction and/or Operating Permit. Under the Georgia State Implementation
Plan a construction permit must be obtained for new or modified units that may result in
emissions to the atmosphere. After a construction permit is obtained, the Title V program
requires all new and existing major sources of air emissions obtain federally approved
operating permits. Large manufacturing facilities with the potential to emit more than 250 tons
of PSD regulated pollutants annually are subject to permitting.
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2.2 Maine

2.2.1 Economic Importance

Forest-based manufacturing is the largest manufacturing industry in Maine, contributing $5.31 billion to
the economy in 2005 or 36% of Maine’s total manufacturing sales. The forest-based manufacturing
industry provides employment for nearly 20,000 people and generates a payroll of more than $0.75
billion, the largest payroll in Maine’s manufacturing sector. In 2005, forest-based manufacturing
contributed $2.47 billion in gross state product to the state economy (31%). Wood also provides the
energy for approximately 20% of electrical use in Maine, and each 1,000 acres of forest land supports 1.2

forest-based manufacturing, forestry and logging jobs (NEFA, 2007).

Despite its importance to the state economy, and despite increasing levels of forest products production
and productivity in the last several decades, all sectors of Maine’s forest products industry have
experienced challenges in recent times in the form of global competition, high energy costs, high
insurance costs, and related factors (MFS, 2005; Rice, 2003). Still, the forest products industry continues
to produce at near record high levels (NEFA, 2007). Industry experts and economists believe that
investment in the latest technology in existing forest products manufacturing sectors as well as exploring
new products such as biofuels, are key avenues to a successful future for this industry (MFS, 2005).
While Maine’s forest products industry has been able to maintain high levels of production, employment
has decreased over the past decade. Between 1997 and 2005 employment declined from 23,430 to 19,614,
which represents a more than 17% decrease in the industry’s labor force (MFS, 2005; NEFA, 2007).

Maine’s forest-based manufacturing consists of timber harvesting and associated trucking, and primary
and secondary manufacturing (NEFA, 2007). Primary forest products manufacturing is the most
prominent segment of the state’s forest products industry. Pulp and paper products production is the
largest single sector of the Maine’s manufacturing economy (MFS, 2005; NEFA, 2007; Rice, 2003).
There are currently nine companies operating more than 30 pulp and paper mills in the state (NEFA,
2007; Rice, 2003). Maine is also the second-largest paper producer in the nation by volume,
manufacturing about 9% of all paper in the United States (MFS, 2005; Rice, 2003). It also makes up more
than 30% of Maine’s manufacturing revenue (Rice, 2003). Principal paper grades tend to be high quality
white paper used for printing and writing. While employment in Maine’s pulp and paper products sector
was more than 17,000 in 1990, employment in the industry has fallen to approximately 10,000 jobs
(MFS, 2005; http://www.pulpandpaper.org/). Pulp and paper wages totaled more than $650 million

annually in 2002, and workers within the sector continue to enjoy higher salaries than in many other

segments of the forest products industry and other sectors of the state’s economy (MFS, 2005; Rice,
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2003). Additionally, it is common for pulp and paper mills to comprise 60%-80% of the property tax base

in the mill towns where they are located (http://www.pulpandpaper.org/).

The overall outlook for Maine’s pulp and paper industry is mixed. Existing mills must make significant
capital investments if they are to sustain and improve their competitiveness in the global marketplace.
Investment may increase total production capacity, but the more likely outcome is that Maine paper mills
will seek to increase efficiency by reducing input costs and maintaining current production volumes. A
downside is that employment will likely continue to decline as capital investments and manufacturing
technology improvements eliminate the need for certain workers. However, without new investments,

Maine could very well lose paper mills and machines in coming years (MFS, 2005).

Engineered forest products manufacturing, especially OSB, is also an important component of Maine’s
forest products industry. There are currently five facilities manufacturing engineered wood products in
Maine, three of which manufacture OSB. In total, these facilities employ approximately 1,100 individuals
(MFS, 2005). Many of these OSB facilities were built in the 1980s, which represented an earlier
generation OSB manufacturing technology in North America. They typically have lower annual
production capacities, which are somewhere between 200 and 265 million square feet, whereas newer
OSB facilities generally have annual production capacities of up to 850 million square feet. Also, Maine
wages tend to be significantly lower than wages in the pulp and paper sector and have remained stagnant

over the past several years (MFS, 2005).

Maine also has more than a hundred medium to large-sized sawmills and specialty wood products mills.
The wood energy sector has seen a renewed resurgence as idled wood energy plants built in the 1980s
have restarted due to the increased cost of energy fuels such as natural gas and domestic concern for over-
reliance on foreign energy sources. Wood-fired energy production has recently become economically
feasible and its popularity has increased given its renewable nature. The wood energy industry takes slash
(limbs and tops), whole tree wood chips and sawmill residues and burns the material in a boiler to

produce steam and electricity.

2.2.2 Project Overview

In the summer of 1997, Great Northern Paper, Inc., a wholly-owned subsidiary of Bowater Inc., informed
the Maine Department of Environmental Protection of its intent to construct a new Thermomechanical
Pulp Mill at the company’s existing East Millinocket Mill in East Millinocket, Maine. After nearly one

year of consultation and pre-application meetings, in July of 1998 Great Northern Paper submitted a Site
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Location of Development Law permit application to the Department of Environmental Protection to
obtain permits to undergo the proposed expansion. The Town of East Millinocket is located in Piscataquis
County, in an area of northern Maine commonly referred to as the Katahdin-Moosehead Region. The
project was described as the cornerstone of Great Northern Paper’s long-term strategic plan to become a
low-cost producer of high-quality newsprint and directory. More specifically, the company’s plan
involved simplifying its pulping operations to lower costs, improve pulp strength, reduce chemical fiber
requirements, and reduce pulp quality variation. The East Millinocket Mill sits within an industrial site
that has been active since the early 1900s, and is not located within or near an EPA Class I Area. At the
time that the project was proposed, Bowater was one of the largest producers of newsprint in the United

States and had operated two pulp and paper mills in Millinocket and East Millinocket for nearly a century.

The new mill would be used for mechanical pulping, but involve the use of wood chips rather than logs.
Thermochemical technology was proposed because pulp fibers generated are more intact and longer,
which, in turn, provides superior strength properties for finished paper products. The proposed mill at the
East Millinocket Paper Mill was to produce 745 bone dry short tons per day of pulp from two refining
lines. No information was available on the East Millinocket Paper Mill’s production capacity prior to
proposed construction of the new mill. Additionally, information was not provided to the Department of
Environmental Protection that pertained to the amount of additional timber that would be used to meet the
facility’s increased demand for raw material, or the location from which additional raw material would be

harvested. The estimated total cost of the project was about $106.2 million (Table 2.3).

Table 2.3: Estimated East Millinocket Paper Mill project cost.

Activity Project Cost
Site Preparation $2,000,000
Structures and Buildings $20,400,000
Equipment and Processes $76,000,000
Engineering $8,000,000
Total $106,200,000

The proposed project included rail and truck unloading of wood chips, chip storage and screening, chip
refining, pulp screening, and a stock and water distribution system. Major new facility construction
included a: 57,000 ft* process building, 30,000 ft* electrical substation expansion, 5,600 ft? chip silo,
1,500 ft* truck and rail chip unloading station, rail sliding, and a 1,000 ft* chip conveying system. About
2.75 acres of new paved areas were proposed for parking and loading purposes. The new mill was to

occupy a five acre. The site is bounded by an existing wood yard, recycle fiber plant, and park prep area.
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The Site Law permit application that Great Northern Paper submitted stated that the Thermochemical
Pulp Mill would reduce air emission rates for VOCs from 233 to 102 tons annually by eliminating the
mill’s existing woodroom, groundwood, and screening operations. It would also reduce water emissions

and solid waste generated from the East Millinocket Mill.

Prior to submitting a permit application, Great Northern Paper provided information regarding mill
expansion to all individuals owning property abutting the project site which, under Maine law, includes
all individuals owning property within one mile of the project boundary. In accordance with the Site Law
and the Code of Maine Regulation 06-096 (Chapter 2, Section 8), on June 23, 1998, Great Northern Paper
released a public notice announcing a public informational meeting prior to officially submitting their
permit applications. The notice was published in The Katahdin Times and the Bangor Daily News, two
newspapers of general circulation in the area, and emphasized that individuals owning abutting property
were especially encouraged to attend. Great Northern Paper also released public notices in both papers
announcing intent to file a permit application under the Site Law, which provided guidance for requesting
a public hearing. The notice stated requests for a hearing would be received for no more than 20 days
from the date the notice was published, but that public comments would be received throughout the
review process. No additional public hearings were requested. While information contained in the
administrative record is incomplete, it appears that the Department of Environmental Protection received

less than five public comments on the project, none in opposition to the proposed expansion.

The Great Northern Paper submitted a Site Law permit application to the Maine Department of
Environmental Protection in early July 1998. After conducting its review, including an assessment of the
company’s technical and fiscal capacity, the agency determined that the expansion did not violate impact
criteria related to air emissions, noise, fish and wildlife. The Maine Department of Environmental
Protection ultimately approved the project and issued the requisite development permits on December 22,
1998. Although consultation between the agency and applicant had been taking place before the
application was filed, the application was received, processed, and approved (including final permit
issuance) in less than six months. This conformed to the stated commitment of the Department of
Environmental Protection to complete its review of projects entailing construction or expansion of paper

mills in no more than 185 days from when permit applications are formally submitted.

2.2.3 Environmental Review Policies and Procedures
The State of Maine is classified as a Tier-two state because it has not enacted a SEPA or other statute

requiring an environmental review for all proposed projects that could impose potentially significant
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adverse impacts on the human environment. The only projects requiring environmental review are those
that may alter freshwater wetlands. The Maine Department of Environmental Protection has adopted rules
addressing the need for evaluating impacts associated with projects that will alter wetlands. However,
while Maine does not requires an EIS-equivalent document, the state has enacted the statutes jointly
administered by the Department of Environmental Protection and the Bureau of Land and Water Quality:

Site Location of Development Law, and the Natural Resources Protection Act.

The Site Location of Development Law (Site Law), which was passed in 1970, requires the Department
of Environmental Protection to review proposed developments that could impose potentially significant
effects on the human environment. The primary interest is to protect groundwater and the geological
formations (i.e., sand and gravel deposits) that contain water. More broadly, the Act is intended to
“provide a flexible and practical means by which [the Department of Environmental Protection]... may
exercise... police power... to control the location of those developments substantially affecting local
environment in order to... [minimize] adverse impact on the natural environment within the development
sites and their surroundings” (Maine DEP, 2007). The Site Law applies to all types of development within
incorporated areas, and for oil terminal facilities and metallic mineral mining and advanced exploration in
unincorporated areas in northern Maine that are under the planning and permitting authority of Maine’s
Land Use Regulation Commission. New construction at an existing permitted facility is exempt from
review provided that the additional disturbed area does not exceed 30,000 square feet ground area in any
calendar year and does not exceed 60,000 square feet ground area in total (Maine DEP, 2007). Yet, any
facility initially permitted under the Site Law will generally have to undergo an additional review and file
for new permit applications if the applicant intends to modify a facility (J. Cassida, personal
communication, December 2007). In reviewing applications for approval of proposed developments
under the Site Law, the Department of Environmental Protection attempts to assess the size, location, and
nature of proposed developments with respect to the potential primary, secondary, and cumulative
impacts of the development on the character, quality, and uses of the land, air, and water on the
development site and on the area likely to be affected by the proposed development. They also attempt to
assess the potential effects that the development may have on the protection and preservation of the

public's health, safety, and general welfare (Maine DEP, 2006).

The state legislature identified the types of development that must be reviewed under the Site Law, and
these include developments such as projects occupying more than 20 acres, metallic mineral and
advanced exploration projects, large structures and subdivisions, and oil terminal facilities (Maine DEP,

2002B; 2007A). A permit is issued if the project meets applicable standards addressing potential impacts
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on the natural environment. More specifically, the No Adverse Environmental Effect Standard (Chapter
375 of the Department of Environmental Protection rules) of the Site Law requires applicants to
thoroughly document the potential impacts their proposed project could have on the environment based

on criteria that must be addressed in order for the project to gain agency approval and be permitted.

Furthermore, the Natural Resource Protection Act was enacted in 1988 to address human uses of the
landscape causing the rapid degradation and destruction of critical natural resources, producing
significant adverse economic and environmental impacts and threatening the health, safety, and general
welfare of Maine residents (Maine DEP, 2002). Broadly speaking, this Act is intended to prevent
unreasonable impacts that result in the degradation or destruction of natural resources that are significant
environmentally, historically, or of recreational value. The Act was also enacted to help address
cumulative impacts resulting from frequent minor alterations and occasional major alterations of the
state’s critical and rare natural resources (Maine DEP, 1988). Protected natural resources include coastal
wetlands and sand dunes, freshwater wetlands, great ponds, rivers and streams, fragile mountain areas,

and significant wildlife habitat (Maine DEP, 1988; 2002).

2.2.4 Factors Affecting Review/Permitting Timelines

A number of factors appear to have facilitated a short review time for the proposed project. These include
the agency’s commitment to complete its review in no more than 185 days, an analysis indicating the
mill’s total air and water emission would decrease as a result of the expansion, only one public meeting
was held, and few public comments were received. Also contributing to the short review process was the
fact that neither the applicant nor the Department of Environmental Protection was required to prepare in-
depth environmental review documents. Pre-application consultation that took place between the
applicant and agency over the course of the year preceding the Site Law permit application also aided
processing by reducing the need for Great Northern Paper to resubmit revised permit applications (J.
Cassida, personal communication, December 2007). Additionally, the project was located in an industrial

park, which reduced concern for impacts to wildlife habitat or other protected natural resources.

Projects of a similar scale proposed in Tier I states generally are not approved in less than one year from
date of submission. The Maine Department of Environmental Protection was able to complete its review
and approve Great Northern Paper’s proposed paper mill expansion in less than six months. A timely
review was conducted in part because: (1) an environmental review document was not required, (2) pre-
application consultation between the applicant and the agency in the preceding year facilitated data

sharing and communication, (3) the expansion was expected to improve air and water quality by reducing
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emissions, (4) there was limited public input and objection, and (5) the expansion did not trigger

additional permitting and review requirements under the state’s Natural Resource Protection Act.

Table 2.4: Summary of Great Northern Paper forest products industry case study, Maine.

Project Name /

Thermochemical Pulp Mill Plant Project / Great Northern Paper (Bowater, Inc.)

Company

Location East Millinocket, Maine

Type of Expansion of existing paper mill located in northern Maine on an existing mill site used for

Project industrial activity since the early 1900s. The project involved construction of a new
Thermomechanical Pulp Mill, which was anticipated to reduce air emission rates for VOCs
from 233 tons to 102 tons annually. It would also reduce water emissions and solid waste.

Scope The primary purpose of the project was to contribute to the company’s long-term strategic

plan to become a low-cost producer of high quality newsprint and other paper products. The
new mill would produce 745 bond dry short tons of pulp from two refining lines at an
estimated cost of $106 million. The project included construction of a 57,000 ft* processing
building, 30,000 ft* electrical substation expansion, 5,600 ft* chip silo, chip conveying system,
and out-buildings.

Year Project
Proposed

Summer 1997 marked the start of pre-application meetings between Great Northern Paper and
the Department of Environmental Protection; public notice of proposed expansion released
June 1998; July 1998 the permit application was received by the Department of
Environmental Protection

Year Project
Permitted

December, 1998

ER Completed

N/A. Although the Site Law permit application evaluated the effects the project would impose
with respect to 15 categories of environmental impacts, no ER documents were prepared for
this project as the state only requires the preparation of ER documents for those projects that
will impact wetland environments.

Permits
Completed

Site Location of Development permit—Great Northern Paper submitted a Site Law permit
application to the Department of Environmental Protection in early July 1998. After the
agency conducted its review and determining that the proposed expansion did not violate any
of the environmental impact criteria, the agency approved the project and issued the requisite
development permits on December 22, 1998. Not including pre-application consultation, the
application was ultimately received, processed, and approved in less than six months.

Public
Involvement

Prior to submitting permit application, Great Northern Paper sent information regarding its
plan to expand the existing East Millinocket paper mill to all individuals owning property that
abutted the project site, including those who owned property within one mile of the project
boundary. In accordance with state law, on June 23, 1998, Great Northern Paper released a
public notice announcing that a public informational meeting would be held on July 1, 1998,
in which interested citizens provided public comments. Great Northern Paper also released
notices in local papers announcing a notice of intent to file a permit application under the Site
Law along with guidance for requesting public hearings. No public hearings were requested
and records indicate that fewer than five public comments were received and none of those
were in opposition.

Issues and

The project considered environmental impacts that would directly result from expansion to the
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Impacts existing paper mill. Analysis was performed on a number of factors listed below, but neither
Analyzed the permit application nor supplemental reports addressed impacts to forest resources that
would result from additional timber harvesting needed to meet raw material demands. The
following criteria were considered, but significant variation exists among the level of analysis

conducted:
o No unreasonable adverse effect on air ~ eNo unreasonable adverse effect on ground
quality water quality
e No unreasonable alteration of climate eNo unreasonable adverse effect on ground
e No unreasonable alteration of natural water
drainage ways eBuffer strips
e No unreasonable effect on eControl of noise
runoff/infiltration relationships ePreservation of historic sites
e Erosion and sedimentation control ePreservation of unusual natural areas
¢ No unreasonable adverse effect on eAccessing to direct sunlight
surface water quality eNo unreasonable effect on scenery

e Protection of wildlife and fisheries

Final Outcome | The Department of Environmental Protection completed its review of the Site Law permit
application in less than six months. Great Northern Paper began to expand its East Millinocket
mill within months of completing permitting and the facility has been operating at its new
capacity since 1998.

State ER Environmental review documents are not required under Maine law for proposed forest
Policy products processing facilities

Framework

State Proposed forest products processing facilities are required by law and administrative rules to
Permitting file a permit application under the Site Location of Development Law. Applicable
Framework developments identified by the Legislature include projects occupying more than 20 acres,

metallic mineral and advanced exploration projects, large structures and subdivisions, and oil
terminal facilities. A permit is issued if the project meets applicable standards addressing
areas such as stormwater management, groundwater protection, infrastructure, wildlife and
fisheries, noise, and unusual natural areas. Additional permits must be obtained under the
state’s Natural Resource Protection Act in situations where a proposed project could
potentially impact protected natural resources, which may include freshwater wetlands,
wildlife habitat contained within forested wetlands, and great ponds. Proposed forestry and
timber harvest operations are exempt from Act because two-thirds of the state is classified as
forested wetland and the absence of such an exemption would preclude almost all forest
harvesting.

2.3  Minnesota

2.3.1 Economic Importance

The primary forest products industry employs more than 22,000 people in Minnesota (Governor’s Task
Force Report, 2007). The state’s primary forest products industry is composed of three sectors: paper and
pulp mills, engineered wood products, and lumber. The paper sector also includes pulp, which is
produced using hardwood species such as maple and aspen. OSB is commonly produced although some

plants specialize in medium-density fiberboard. The lumber sector includes facilities that process sawlogs
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from hardwoods (e.g., oak, birch) and softwoods (e.g., white and red pine). The location of Minnesota’s

forest products facilities as of 2003 is shown in Figure 2.1 (Governor’s Task Force Report, 2003).

4 Oriented Strand Board (OSB) and Engineered Wood
¥ Pulp and Paper

B Recycled Fiber

Hardboard and Sheathing

@ Sawmill (Over 10 million board feet per year)

Figure 2.1: Location of primary forest products facilities in Minnesota (Source: Governor’s Committee Report,
2003)

Although no new paper mills have been constructed in Minnesota for several years, the Minnesota
Pollution Control Agency has received permit applications to expand or modernize facilities. In 1999,
Boise, Inc. (formally Boise Cascade, LLC) proposed new construction that constituted efficiency
improvements at its International Falls paper mill that would subsequently increase wood use by up to
90,000 cords per year. In 1995 Potlatch Corp. proposed an expansion of its Cook OSB mill, which would
increase annual wood use by 100,000 cords. Both projects were controversial and generated substantial
public opposition. In both cases, the MPCA required the preparation of only an Environmental
Assessment Worksheet (EAW), which comprises a far less comprehensive review of potential impacts
than an EIS. A third project, a proposed expansion to the Blandin Paper Mill owned by UPM-Kymmene
(the Thunderhawk Project) is discussed below.

Minnesota’s primary forest products industry has experienced hardship in recent times. Whereas the

state’s primary forest products industry witnessed job creation and a more than 100% increase in the
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value of product output between the 1970s and 1990s, the industry is experiencing job losses from
machine shutdowns and mill closings and disinvestments as industry investments move to other states and
countries. In addition to global economic factors, high stumpage costs, rising energy and transportation
costs, increasing logging costs, and decreased demand for wood as a result of slumping housing markets
contribute to recent declines. Table 2.5 summarizes the results of a benchmarking study that was
completed in 2003, which analyzed factors affecting the ability of Minnesota’s primary forest products

industry to compete with other states and countries (Governor’s Task Force Report, 2003).

Table 2.5: Comparison of factors affecting the ability of Minnesota’s forest products industry to compete with
competitor states and countries (Source: Governor’s Committee Report, 2003).

Wisconsin

Michigan
Alabama

Georgia

Maine

Texas

Oregon

Washington

United States

Canada

Sweden
Finland
Brazil
Chile

- Better than Minnesota E About the Same as Minnesota - Worse than Minnesota

Despite the downturn in the primary forest products sector, there is reason to believe that the industry
could increase investment in wood-based renewable energies. Rising energy costs and increased interest
in alternative fuel sources have helped position the state to become a global leader in cellulosic energy.
Although demand does not yet currently exist, should a market for wood-based ethanol develop in the
near future the state could promote this sector by providing capital incentives and funding pilot-scale
projects. Minnesota policies and incentives have enabled the forest products industry to attain aggressive

renewable energy objectives by taking advantage of its existing infrastructure and raw material supply.
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These same policies and incentives allow for a synergy between the forest products and renewable energy

sectors to maximize forest values (Governor’s Task Force Report, 2007).

2.3.2 Project Overview

Blandin Paper Company is a subsidiary of UPM, a global forest products group with core businesses in
printing papers, specialty papers, label materials, and wood products. Blandin operates a groundwood
pulp and paper mill in Grand Rapids, Minnesota. Blandin was initially built and began operation under
the name Itasca Paper Company in 1902. In 1933 the company became Blandin Paper Company and in
1997 the plant was purchased by the UPM-Kymmene Group based in Finland and the plant name was
changed to Blandin Paper Company a Member of the UPM-Kymmene Group. The Blandin mill produces
groundwood pulp and combines it with purchased Kraft pulp to produce paper of advertising supplement,
catalog, and magazine quality. Raw materials used to produce the paper include wood, clay, starch, and
pigments. The mill produces lightweight, coated publication-grade paper through two paper machines
designated respectively as paper machine No. 5 and paper machine No. 6. The mill’s annual output was

approximately 380,000 short tons as of 2006.

In January 2004, UPM-Kymmene/Blandin Paper Company (UPM/Blandin Paper) submitted an EAW to
the MPCA proposing to expand and modify its paper mill in northern Minnesota. After UPM/Blandin
Paper submitted the EAW this project became known as the Thunderhawk Project. The initial EAW was
determined to be incomplete by the MPCA and a revised one resubmitted. During the time period that the
applicant was modifying its worksheet, the Environmental Quality Board (EQB) took action to shift the
Responsible Government Unit role from the MPCA to the Department of Natural Resources. The
Department of Natural Resources accepted the resubmitted EAW on September 17, 2004. After
completing the environmental review and concurrent permitting process, the Final EIS was found to be
adequate after the Commissioner of the Department of Natural Resources signed the Record of Decision
in May 2006. The MPCA’s Air Modifications Permit and other permits, which were prepared in
conjunction with the environmental review work, were officially issued to UPM/Blandin Paper after the

Record of Decision was signed.

The main feature of the project was the addition of a complete paper manufacturing line designated as
paper machine No. 7. The Thunderhawk Project also involved an increase in pulp production capacity,
installation of a new Thermomechanical Pulp Mill, optimization of the paper machine No. 6 paper line,
addition of a precipitated calcium carbonate facility, addition of a wastewater treatment facility, and

construction of new warehouse facilities. If the project occurred, the existing paper machine No. 5 line

Benchmarking Minnesota’s Environmental Review and Permitting Processes for Forestry and Mining 27
(University of Minnesota, Department of Forest Resources)



would be permanently shut down. Like the existing Pressurized Groundwood Mill, the thermochemical
mill will be used for mechanical pulping, but will involve the use of wood chips rather than logs. A
Thermochemical Pulp Mill was proposed because pulp fibers generated are more intact and longer, and in
turn provides superior strength properties for the finished paper product. Both hardwood and softwood
chips would be processed. Major components included chip handling, refining, thickening, storage, and
bleaching. The project called for bleached pulp to be pumped to both the proposed new paper machine
No. 7 and the existing paper machine No. 6. Because the project was to be financed through private funds,
and as long as the EIS assessed costs were fully covered, the state did not require the proposer to provide

information pertaining to its financial capacity nor the estimated costs of construction and operation.

The existing paper mill’s baseline production capacity averaged approximately 447,000 short tons per
year over the period 1993-2002. The proposed expansion would increase the mill’s production capacity to
761,000 short tons per year, which would constitute an approximately 100% increase in total production
output. The facility’s wood use would increase approximately 197,000 cords (or nearly 100%) annually,
to a total estimated wood consumption at the mill of 400,000 cords per year. The proposed project would
use wood as the primary raw material to produce publication-grade rolled paper. Both hardwood and
softwood species supply the mill, and it is estimated that approximately 56% of the increase in wood use
would come from aspen. For the purpose of the state’s impact assessment, it was assumed that the

increase in wood usage would only come from timber harvesting activities in Minnesota.

Although state rules (4410.4300, Subpart 13) require that the MPCA act as the responsible government
unit for review of projects proposing to construct or expand pulp and paper mills, Minnesota Rules
(4410.0500, Subpart 6) allow the EQB to designate, within five days of receipt of the completed data
portions of the EAW, a different responsible government unit for a given project if it is determined that
the designee has greater expertise in analyzing the potential impacts of that project. The EQB agreed to
re-designate the responsible government unit to the Minnesota Department of Natural Resources in
September 2004 because the primary issues of concern with the Thunderhawk Project centered on
environmental impacts associated with increased forest harvesting, for which the Department of Natural

Resources had greater expertise (B. Johnson, personal communication, December 2007).

In mid-December 2004, the Department of Natural Resources notified Blandin that the EAW was
complete for scoping purposes, and that the Department of Natural Resources was prepared to move
forward with the preparation of a Scoping EAW. In accordance with the EQB rules (4410.2100), the

Department of Natural Resources’ scoping document disclosed information about the project and those
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issues that were identified as potentially significant. These issues were later incorporated into the EIS.?
The issues that were identified as needing to be more thoroughly analyzed with respect to how
construction and operation of the Thunderhawk Project would impact the human environment were noise,
traffic, rail access, socioeconomics, and cumulative timber harvest. In addition, the EIS also formally
addressed in a less comprehensive manner a number of other issues believed to not be significantly
impacted: land use and zoning, land cover, wildlife and fisheries, water resources, solid wastes, hazardous
wastes, storage tanks, stationary source air emissions, designated parks and recreation areas/trails, visual

resources, and geologic hazards and soils.

Regarding the issue of cumulative timber harvest impacts, the draft EIS compared the findings of the
Thunderhawk Project’s timber harvest analysis with the findings of the Final Generic EIS on Timber
Harvesting and Forest Management (GEIS). The GEIS, which was initiated in 1989, was prepared in
response to concerns about the potential impacts of increasing timber harvest levels. Completed and
released in 1994, the GEIS provided an evaluation of the environmental and related impacts of three
hypothetical levels of statewide timber harvesting intensity. In addition to the assessment,
recommendations were developed to mitigate the adverse impacts identified in the assessment, which
included site-level responses, landscape-level responses, and forest resources research (Kilgore et. al,
2005). To date, Minnesota is the only state to have prepared a GEIS or comparable analysis of the

environmental impacts of timber harvesting and forest management on a statewide level.

The Thunderhawk EIS assessed project-specific cumulative timber harvest effects in relation to activities
examined in the GEIS. The Department of Natural Resources did this because responsible government
units are required to consider information from an available GEIS by tiering according to Minnesota
Rules (4410.3800, Subpart 8). The EQB determined that the GEILS did not remain adequate for use in
project-specific review of the Thunderhawk Project in accordance with these state rules. While a project-
specific EIS typically examines environmental impacts within a limited geographic area, a GEIS analyzes
the cumulative impacts associated with a number of separate, yet related, activities. In the case of the
GEIS on timber harvesting and forest management, cumulative impacts are those resulting from the
hundreds of individual logging activities occurring in the state each year—in effect, the collective impacts

of these individual operations on the state’s overall environmental quality.

3 The EIS also provides a description of mitigation measures (e.g., use of best available technologies, restrictions on
truck traffic) that will be undertaken to reduce potentially adverse environmental impacts to identified topics (e.g.,
traffic and transportation, fisheries and wildlife).
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The Scoping EAW and Draft Scoping Decision Document were completed in late December 2004. In
accordance with state rules, the Department of Natural Resources subsequently invited comments on the
proposed EIS scope during a 30-day period that concluded in late-January 2005. Pursuant to Minnesota
Rules (4410.2100, Subpart 3), the Notice of Availability of the Scoping EAW and Draft Scoping
Decision Document were published in the Monitor. In accordance with Minnesota Rules (4410.2100,
subpart 3), the Department of Natural Resources also supplied a press release to at least one newspaper of
general circulation in the vicinity of the proposed project announcing the availability of the scoping
documents, the opportunity for public comment, and the location of review copies. The Department of
Natural Resources held a public scoping meeting on January 12, 2005, in Grand Rapids, Minnesota.
Substantive revisions to the Draft Scoping Decision were made by the Department of Natural Resources
prior to issuing the Final Scoping Decision Document on February 9, 2005. This document included
discussion of the proposed alternative, no build alternative, site alternative, technology alternative, scale
alternative, configuration alternatives, and alternatives incorporating reasonable mitigation measures.

Justification for dismissal of certain alternatives from further analysis was addressed in the EIS.

Once scoped, a voluntary EIS was prepared for the project pursuant to Minn. Rules part 4410.2000,
subpart 3B, which directs the preparation of an EIS when a Project Proposer and Responsible
Government Unit agree that an EIS be prepared. Conversation with agency staff assigned to the project
revealed that a voluntary EIS was chosen due to the following:

e Forest Resources Context—if implemented, the project would increase statewide timber harvest
by at least 5%. In the wake of the timber harvesting GEIS, it became a requirement that every
proposed forest products project consider the project's statewide implications to 17 impact areas.
Given the size of the proposed project, preparation of an EIS was deemed to be more effective than
an EAW as means of addressing potential environmental impacts.

e Controversy—since the late 1980s, all proposed industrial expansions in the state have received
high levels of public scrutiny. The potential for controversy was perceived to be high for the
Thunderhawk Project, and it was believed that an EIS was better suited for reviewing the project
based on likelihood of public opposition.

e Litigation—in the years leading up to the Thunderhawk Project, lawsuits had challenged the "no-
EIS decisions" for Potlatch's Cook OSB Mill and Boise Cascade's International Falls projects. The
proposer and the review agency agreed preparing an EIS substantially reduced the potential for
future litigation as “no-EIS decisions” are vulnerable to judicial review.

o Age of GEIS—by the time the Thunderhawk Project was proposed, the GEIS was perceived to be

somewhat dated. The Boise Cascade process all but established that once the complete new USDA-
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Forest Service Forest Inventory Analysis dataset became available, it would not be possible for the
EQB to determine that the GEIS remained adequate for project specific review. Because the new
dataset was available by the time Thunderhawk was proposed and because an EIS constituted a
free-standing, detailed analysis, the issue of GEIS inadequacy was resolved by incorporating timber
harvesting concerns into EIS scoping and analysis. Avoiding an in-depth analysis of timber
harvesting impacts posed a greater risk of future public controversy.

e Politics of Good Will—from the applicant’s perspective, there was a certain level of “political
good will” that came with a voluntary EIS. That is, the company’s willingness to submit to a
voluntary EIS built rapport with area communities and interested stakeholders. Furthermore,
preparing an EIS provided the opportunity to evaluate socioeconomics, which gave the applicant
another venue to emphasize the economic benefits that the project would bring to the area.

e Permitting—although permitting considerations did not play a dominant role in the decision, the
applicant felt that the permitting process would be more predictable if an EIS was prepared.

e Time—by electing to submit to a voluntary EIS, it was agreed that the total review time could be
reduced by avoiding the need to conduct a mandatory EIS after completing an EAW, and the

process would be more predictable.

Taken together, these factors contributed heavily to the applicant’s decision to pursue a voluntary EIS
rather than merely an EAW and taking the chance that an EIS would not ultimately be mandated later in
the process. Given the size of the project, the applicant was certainly not guaranteed that an EIS would
not be required later, and in fact there was reason to believe (given the status of the GEIS) that an EIS
would in fact ultimately be required. By electing to submit to a voluntary EIS the applicant was able to

reduce total review time and also make the review process more predictable.

Although EQB rules require an EIS to be completed within 280 days of issuance of the EIS Preparation
Notice, the review timeframe was ultimately extended after UPM/Blandin Paper gave its consent. A Draft
EIS was completed for the Thunderhawk Project in January 2006. Pursuant to Minnesota Rules
(4410.2600, Subpart 3), in late January 2006 the Department of Natural Resources distributed the Draft
EIS to all applicable government units, the project proposer, parties on the Draft EIS distribution list, all
parties who submitted substantive comments during EIS scoping, and all parties who requested a copy. A
Notice of Availability of the Draft EIS was published in the Monitor on January 30, 2006. The notice
included the date, time, and place of the informational meeting, locations of public review copies of the
Draft EIS, and indicated the comment period would close March 7, 2006. A press release announcing the

availability of the Draft EIS, the public review locations, and information concerning the public

Benchmarking Minnesota’s Environmental Review and Permitting Processes for Forestry and Mining 31
(University of Minnesota, Department of Forest Resources)



information meeting and the review and comment period was issued to at least one newspaper of general
circulation in the vicinity of the proposed project. Distribution of the press release occurred on January
30, 2006. A public information meeting was subsequently held on February 21, 2006, in Grand Rapids,
Minnesota, in which 85 people attended and 11 formal comments were submitted (10 in support and 1
neutral). The public comment period for the Draft EIS concluded on March 7, 2006, during which time
hundreds of public comments were received with 36 supporting the proposed expansion, three opposing,
and the remaining comments classified as neutral (e.g., requests for additional information). In general,
the public comments in support of the project emphasized the importance of the project as a means of

fostering vital economic development and employment opportunities in the community.

The Final EIS was distributed on April 24, 2006, and a Notice of Availability was published in the
Monitor that same day. A press release announcing the availability of the Final EIS was issued and the
opportunity for additional public comment on the adequacy of the EIS was issued to at least one
newspaper of general circulation in the project vicinity. The Department of Natural Resources accepted
written comments on the adequacy of the EIS through May 8, 2006, during which time three letters were
received indicating support for the Final EIS and two that offered no challenge. In accordance with
Minnesota State Rules (4410.2800, Subpart 4), the Department of Natural Resources found the EIS to be
adequate and approved the Thunderhawk Project as they believed it: (1) addressed the issues raised in the
scoping process, (2) provided responses to the substantive comments received during the Draft EIS
review concerning issues raised in the scoping process, and (3) was prepared in compliance with the
procedures of the Minnesota Environmental Policy Act (Minnesota Statutes Chapter 116D.04) and the
Environmental Review Program rules (Minnesota Rules parts 4410.0200 to 4410.6500). A Record of

Decision was signed by the Department of Natural Resources Commissioner in May 2006.

At the completion of the EIS, permit applications were filed. In accordance with state and federal air
quality rules, Blandin was required to modify its existing air emission permit. The Blandin Paper Mill
already possessed a Total Facility Permit (Title V Operating Permit) under the Clean Air Act and
Minnesota Rule 7007, but the scope of the proposed expansion required that Blandin submit an
amendment to its existing permit. To do this, Blandin calculated the proposed modification’s potential to
emit, review applicable state and federal rules and regulations and determined the applicable amendment
type. In addition to making the requisite modifications to its existing air emissions permit, the
Thunderhawk Project obtained the following permits:

o Water Appropriations Permit—a water appropriation permit was obtained from the Department

of Natural Resources, which is required for projects that withdraw more than 10,000 gallons of
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water per day or one million gallons per year. The Thunderhawk Project filed an amendment to its
existing water appropriation permit.

e Public Waters Work Permit—this permit is required for projects constructed below the ordinary
high water mark that alters the course, current, or cross section of public waters or wetlands. The
permit applies to those lakes, wetlands, and streams identified on Department of Natural Resources
Public Water Inventory maps, and the Paper Mill Reservoir is identified on one such map. This
permit is needed for installation of the Thunderhawk Project’s proposed new water intake structure.

e Section 401 Water Quality Certification—the MPCA is responsible for Section 401 water quality
certification required for Section 404 permits issued by the US Army Corps of Engineers. Section
401 of the Clean Water Act requires that activities that may result in discharges to navigable waters
and that requires a federal permit to construct, modify, or operate, must be conducted in compliance
with Sections 301, 302, 303, 306, and 307. The Thunderhawk Project obtained certification because
construction of the new intake would subsequently lead to the discharge of dredged or fill material.

e National Pollutant Discharge Elimination System/State Disposal System Discharge Permits—
permitting authority delegated to the MPCA to regulate waste and stormwater discharges to lakes,
streams, wetlands, and other surface waters. State Disposal System (Minnesota Statute § 115)
permits regulate construction and operation of wastewater disposal systems, including land
treatment systems. A General Stormwater Permit for Construction Activities required the applicant
to prepare a Stormwater Pollution Prevention Plan, incorporate best management practices
applicable to the site, and attempt to eliminate or minimize stormwater contact with potential
pollutants. Permits are required for construction projects greater than one acre in size. The
Thunderhawk Project was also required to obtain a General Stormwater Permit for Industrial

Activities required of municipal and private operators of industrial facilities.

2.3.3 Environmental Review Policies and Procedures

Minnesota is considered a Tier-one state per requirements for state-level environmental review of
proposed projects were codified in state law upon passage of the Minnesota Environmental Policy Act
(Minnesota Statutes, Chapter 116D). With respect to environmental review responsibilities, it is the EQB
Environmental Review Program that is authorized to write state rules for conducting environmental
reviews. Broadly speaking, the function of the Environmental Review Program is to avoid and minimize
damage to Minnesota’s environmental resources caused by public and private actions. The program
accomplishes this by requiring certain proposed projects that constitute a government action to undergo
special review procedures prior to obtaining approvals and permits otherwise needed (EQB, 1996).

Minnesota defines a governmental action as an activity or project that is wholly or partially conducted,
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permitted, assisted, financed, regulated, or approved by governmental units, including the federal
government. However, while the EQB promulgates rules, the reviews are typically conducted by
governing bodies such as a county board, city council or a state agency to which the project has been
assigned (EQB, 1996). The agency or entity with primary responsibility for conducting the review of a
proposed project is the responsible government unit. Under Minnesota state law, environmental review
can apply to any action or project that meets the following conditions (EQB, 1996; Minnesota
Administrative Rules, Chapter 4410):
e Action or project must involve physical manipulation of the environment, directly or indirectly.
e Action or project must involve at least one governmental approval or one form of state financial
assistance, or be conducted by a state unit.
e Action or project approval and construction must take place in the future. That is, projects
constructed or those with all required governmental approvals are not subject to further review,

unless an expansion is proposed.

Two different review documents are used, an EIS and an EAW. The EIS involves a thorough assessment
of the project’s environmental impacts and a comparative analysis of its economic and sociological
effects. The Act and its associated rules require an EIS to consider reasonable alternatives. An EIS is
intended to be analytical rather than an encyclopedic document, and should also assume an
interdisciplinary approach that integrates data and information from both natural and social science fields.
The EIS is reserved for projects with the potential for significant environmental effects, and relatively few
EISs are prepared in a given year. It is recommended that any responsible government unit considering
collaborating with a federal agency to complete environmental review under federal law consult with
EQB staff. This consultation is recommended so that duplication and delays can be minimized. Although
it is common for federal and state review documents to be prepared jointly, the EQB does not advise
responsible government units to do so in situations where it is more expeditious to complete a state

review and use the completed documents in a subsequent review under the federal process (EQB, 1996).

An EIS is required to consider environmental, economic, employment, and sociological impacts
associated with a proposed project. Additionally, each major alternative considered in the analysis must
include a succinct discussion of potentially significant direct or indirect, adverse, or beneficial effects
generated by implementing the specific alternative. This evaluation must include consideration of
cumulative impacts, which is defined as “...the impact on the environment that results from incremental
effects of the project in addition to other past, present, and reasonably foreseeable future projects

regardless of what person undertakes the other projects” (Minnesota Administrative Rules, 4410.0200,
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Subpart 11). Minnesota administrative code (4410.2000) also specifies the types of projects that will
trigger a mandatory EIS, which includes metallic and nonmetallic mineral mining and processing
operations as well as new pulp and paper mills. However, other forest products processing facilities for
OSB or other engineered wood products are not subject to a mandatory EIS, nor are expansions to

existing pulp and paper mills (EQB, 1996)."

2.3.4 Factors Affecting Review/Permitting Timelines

The review process for UPM/Blandin’s proposed expansion to the existing groundwood pulp and paper
mill was completed in approximately 20 months (September 2004-May 2006). Although the MPCA
received an EAW in January 2004, it was not possible to begin review because submitted documents were
incomplete. If the project review process is expanded to include permitting, the Thunderhawk Project
took approximately 23 months from the time an adequate EAW was submitted to the Department of
Natural Resources until the air quality permit was issued to UPM/Blandin in August 2006.

The primary factors extending the amount of time required to complete the environmental review for the
Thunderhawk Project was the time required to resubmit documentation for the EAW, information
requirements as stipulated in agency rules, and the comprehensive nature of the environmental review
process as required under the Minnesota Environmental Protection Act. Whereas the Georgia and Maine
projects essentially only had to satisfy the requirements of state permitting processes, the Thunderhawk
Project incorporated an EIS with an intensive scoping and public involvement process. The components
of the voluntary EIS were the same as the substantive requirements of a mandatory EIS. Although
minimal public objection facilitated review of the Thunderhawk Project and pre-application consultation
took place between Blandin and both the Department of Natural Resources and MPCA, the review

process took longer than for Georgia and Maine forest products projects considered in this report.

As noted previously, while the EQB rules require an EIS to be completed within 280 days of issuance of
the EIS Preparation Notice, the review timeframe for the Thunderhawk Project was ultimately extended
after the applicant gave its consent. Given that UPM/Blandin agreed to allow the agency to exceed the
standard review time, it is not appropriate to conclude that the Department of Natural Resources exceeded
the time permissible by state law. It is worth noting that in the 2007 reports prepared by the Governor’s
Task Force on the Competiveness of Minnesota’s Primary Forest Products Industry, a recommendation

was included that an agency liaison be assigned to individual forest products facility expansions or new

4 Expansion of an existing paper or pulp processing facility that will increase its production capacity by 50% or
more is only subject to a mandatory EAW (Guide to Environmental Review Rules).
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constructions before an EAW is submitted. The reasoning was that a liaison would facilitate increased
efficiency of environmental review and permitting and reduce the amount of time to make a final
determination on a proposed project. This may improve communication, but given the statutory
requirements for public and agency review, it is not obvious that further communication would have

decreased the amount of time required to complete the Thunderhawk Project.

Table 2.6: Summary of UPM/Blandin forest products industry case study, Minnesota.

Project Name | Thunderhawk Project / UPM-Kymmene/Blandin Paper Company (UPM/Blandin Paper)

/Company

Location Grand Rapids, Minnesota

Type of Expansion and modification to an existing groundwood pulp and paper mill located in northern

Project Minnesota, which involved the creation of a new paper production line.

Scope The existing mill produces lightweight, coated publication-grade paper with an annual output of
380,000 short tons. The main feature was the addition of a new paper manufacturing line. Wood
use would increase about 197,000 cords annually (100% increase) to a total about 400,000
cords/year and total production capacity up to 761,000 short tons per year.

Year Project | September 2004 (project was first proposed in January 2004 but the initial EAW was incomplete

Proposed and required resubmission).

Year of Final | May 2006 (date that Record of Decision was released); August 31, 2006 (Air Modification

Decision Permit issued by MPCA)

ER Draft and Final Scoping Environmental Assessment Worksheet, Draft and Final Scoping

Completed Decision Document, Voluntary EIS, Record of Decision

Permits Air Modification Permit (issued by MPCA on August 31, 2006), Water Appropriations Permit

Completed (unknown date), Public Waters Work Permit (unknown date), NPDES/SDS Discharge Permits
(unknown date), NPDES stormwater permits have yet to be applied for by the proposer.

Public The Department of Natural Resources published a Notice of Availability for review of the

Notification scoping EAW and Draft Scoping Decision Document on December 20, 2004, which initiated a

& 30-day public comment period. A press release announcing the availability of the scoping

Involvement | documents issued to at least one newspaper of general circulation in the vicinity of the project.
The Department of Natural Resources conducted a public scoping meeting January 12, 2005. A
final Scoping Decision Document was issued February 9, 2005. The Department of Natural
Resources then opened a 30-day public comment period after notification of the draft EIS
released January 30, 2006. An additional public meeting was held February 21, 2006. A press
release announcing the availability of the Final EIS, and further opportunities for public
involvement was issued to at least one newspaper of general circulation in the vicinity on April
24,2006. A 15-day public comment period was then opened after notification of the release of
the final EIS. A total of 11 public comments were received and about 85 people participated in
the final public meeting. Ten comments supported the project, and one comment was neutral.
The Department of Natural Resources received hundreds of additional public comments on the
draft EIS of which 36 acknowledged support for the proposed expansion with three in opposition

Issues and In addition to impacts resulting from expansion of the paper mill, the EIS addressed impacts to

Impacts forest resources resulting from additional timber harvesting to meet raw material demands. The
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Analyzed

EIS attempted to incorporate by reference the analysis conducted in the GEIS but it was
determined the project-specific EIS needed more information regarding off-site impacts from
timber harvesting. The following categories were addressed (significant impacts are italicized):
o Traffic and transportation e Water resources
o Rail impacts o Solid wastes, hazardous wastes, storage
e Noise tanks
Socioeconomic effects Stationary source air emissions
Land use and zoning Designated parks, recreation areas, trails
Land cover Visual resources
Wildlife and fisheries resources Geologic hazards and soil conditions

Final
Outcome

The review process for UPM/Blandin’s proposed expansion was completed in about 20 months,
September 2004 to May 2006. Project review was completed in a time period consistent with that
codified in law. Although a significant number of public comments were received, they tended to
support the project. UPM/Blandin has not yet begun construction on its proposed expansion.

State ER
Policy
Framework

The Minnesota Environmental Policy Act of 1973 requires that environmental review documents
be prepared for both state and local government actions, including permit issuance and approval
of privately funded projects. Depending on the anticipated adverse impacts associated with a
proposed project, either an EAW or an EIS may be required. There are 36 categories of projects
for which an EAW is required and 24 categories for which an EIS is mandated. Metallic mineral
mining and processing facilities and new pulp and paper mills are included on the list requiring
an EIS. Criteria for determining whether a project triggers an EIS include the following:

e Type, extent, and reversibility of environmental effects.

e Potential cumulative effects of related existing or anticipated future projects.

e The extent to which controls and mitigation measures can be employed to alleviate

anticipated adverse environmental effects.

EQB rules require an EIS to include at least one alternative of each of the following types, or
provide an explanation of why no alternative is included: alternative sites, alternative
technologies, modified designs or layouts, modified scale or magnitude, and alternatives
incorporating reasonable mitigation measures identified through comments received during the
EIS scoping and Draft EIS comment periods. An alternative may be excluded from analysis in
the EIS if “it would not meet the underlying need for or purpose of the project, it would likely not
have any significant environmental benefit compared to the project as proposed, or another
alternative, of any type, that will be analyzed in the EIS would likely have similar environmental
benefits but substantially less adverse economic, employment, or sociological impacts.”
The state’s environmental review process provides numerous opportunities for public
notification and involvement including the following:

¢ Initial issue scoping process.
Public notices following completion of each stage of the review process.
Comment periods of variable lengths depending on stage of review.
Responsible Government Unit responses to comments after public comment period close.
Public informational meetings during all stages of the review process except following the
release of the Final EIS.
e Public notice of final determination.

State
Permitting
Framework

Numerous state permits are relevant to proposed large-scale industrial development project in
Minnesota. Relevant permits may include: mining, air emissions, water discharge and
stormwater, wetlands, and threatened and endangered species. Permitting and environmental
review processes take place concurrently, but are not completed by the same personnel. State
permitting will straddle multiple agencies with the Department of Natural Resources and the
MPCA being the most prominent.
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24  New York

2.4.1 Economic Importance

Approximately two-thirds of New York’s landscape is forested (19 million acres) making it the largest
landholder in the northeast (Alerich and Drake, 1995). As marginal agricultural lands were removed from
production over the past century the amount of forest land has increased, the majority of which is
privately owned (14.2 million acres or 77%). Although assessments of the economic importance of timber
harvesting and allied manufacturing have been completed in previous years, the most recent analysis is
several years old. For the purpose of this report it was assumed that economic contributions from this

industry have remained consistent in subsequent years (NEFA, 2004).

The annual contribution of forest-based manufacturing and forest-related recreation and tourism is more
than $9 billion. Forest-based manufacturing provided $7.4 billion to New York’s economy in 2001, which
is 5.2% of the statewide manufacturing value. The forest-based manufacturing economy provides
employment for more than 49,000 people and generates payrolls of more than $1.5 billion. Forest-related
recreation and tourism provides employment for 14,500 and generates payrolls of $260 million. New
York landowners received estimated stumpage revenue of $250 million in 2002 with revenues from

biomass chips totaling $6.7 million. Cordwood sales were valued at $100 million (NEFA, 2004).

The forest-based industry consists of timber harvesting, primary and secondary manufacturing. Primary
manufacturers convert raw material into lumber, veneer, pulp and paper, and various other products, of
which some is shipped out-of-state for further processing. Secondary wood-based manufacturing firms
convert primary products into semi-finished or finished products, but may purchase their material from a
broker who supplies wood from outside the state. New York is a net exporter of timber products with
Canada as the primary outlet, importing mostly sawlogs, veneer logs, pulpwood, and pulp chips. Lumber
and related solid wood products and pulp and paper are the major primary processing activities. New
York’s pulpwood and chip product harvest was 578,000 cords annually or 1.33 million green tons. Fifty-
four percent of the pulpwood/chip harvest (312,100 cords), was harvested as roundwood. The remaining
volume, 265,900 cords, was harvested as whole tree chips for paper, industrial fuel, and panel board.

Figure 2.2 provides a breakdown of the 2002 wood harvest by timber use type (NEFA, 2004).

Estimates of the economic contribution of forest products industry in 2001 are shown in Figure 2.3. New
York has two pulp and paper mills in northern part of the state providing for local markets and to a much
lesser extent, Vermont. Non-pulp producing paper and paperboard subsector use wood pulp produced

mostly outside the state or purchased from other paper mills and packaged for direct consumer use

Benchmarking Minnesota’s Environmental Review and Permitting Processes for Forestry and Mining 38
(University of Minnesota, Department of Forest Resources)



(NEFA, 2004). In 2001 nearly 21,000 people were employed in this sector with a payroll of $807 million.
The total value added was $2.1 billion with the value of shipments of $4.3 billion (NEFA, 2004). About
220 fixed location, traditional sawmills were known to operate in New York in 2005. About half of those
had an annual capacity of at least 1 million board feet. These mills consumed nearly 500 million board

feet of logs, of which roughly 90% was harvested from New York forests (NYDEC, 2005).
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Figure 2.2: Wood harvest in New York, 2002 (Source: NEFA, 2004)
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manufacturing industries, New York, 2001 (Source: NEFA, 2004)

New York has several programs that provide economic incentives for commercial and industrial

development projects. Two of the more noteworthy programs are the Build Now-NY and Empire Zone
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programs. The Build Now-NY program uses the concept of “pre-permitting” to help New York's local
governments, public authorities, and economic developers attract companies to the sites they are
promoting. This means the local developer has done the advance work necessary to know that
construction can begin shortly after landing a prospective business. By reducing the time it takes to begin
construction, this program is able to leverage state funds and financial assistance from local partners to
provide valuable savings to the business and jobs for residents of New York communities. The Build
Now-NY program provides resources to assist local governments and economic developers in
undertaking the necessary steps to pre-permit their sites. Build Now-NY also offers matching grants or no
interest loans to help defray expenses associated with completing state environmental quality review,
ensuring proper zoning, undertaking historic and archaeological surveys, completing engineering studies
and related development plans, and performing soil sampling and test borings. The program provides the
site developer with technical expertise and assistance regarding permitting issues. Program participants
also receive marketing assistance from the Department of Economic Development, which serves

members of the industry to encourage economic investment and growth.

Alternatively, New York State’s Empire Zone program was created to stimulate economic growth through
a variety of tax incentives designed to attract new businesses to the state and to enable existing businesses
to expand and create more jobs. State rules require that in order to be eligible for designation as an empire
zone an area or each constituent part thereof must be characterized by pervasive poverty or high
unemployment, correspond to traditional neighborhood or community boundaries, and bound by major
natural or manmade physical boundaries (e.g., bodies of water, railroad lines, or limited access highways).
At present, there are about 10,000 certified businesses employing nearly 400,000 people in 82 Empire
Zones distributed throughout the state. Recently passed legislation authorized the designation of an
empire zone in every county, which establishes 85 zones statewide. To qualify for certification, a business
must be able to demonstrate that it will create new jobs and/or make investments in the empire zone and

be consistent with the local zone’s development plan, including a benefit-cost analysis.

2.4.2 Project Overview

In October 1999, Chatham Forest Products submitted a completed fis// environmental assessment form to
the Ogdensburg Bridge and Port Authority proposing to construct a new OSB plant in northern New
York. The plant would require approximately 9.4 acres of an approximately 70-acre site surrounded by a
mix of industrial, commercial, agricultural, and residential land uses, and a small amount of open space.
Approximately 15% of the site (10.75 acres) consisted of wetlands, but the proposed project did not

require filling or alteration of the wetlands. The proposed facility was designed as a state-of-the-art OSB
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manufacturing plant, incorporating the latest manufacturing and air quality control systems and
technologies. The proposed project site was owned by the Ogdensburg Bridge and Port Authority and
qualified as eligible under the Build Now-NY development program. The project site was also situated
within Empire Zone 14 (North Country Empire Development Region of northern New York) and the
Ozone Transport Region, the latter being an 11-state region considered to be marginally nonattainment
for ozone. Because the project was located in the Ozone Transport Region, NOx and VOC had to be
considered nonattainment pollutants during the permitting process. The proposed project was not located

within or near an EPA Class I area, and there are no EPA Class I areas in New York.

The facility would be capable of annually producing nearly 500 million square feet of OSB on a 3/8-inch
basis. It would receive precut logs, 8-foot lengths, via truck from upstate New York and Canadian timber
operations. The Environmental Assessment Form stated feedstock for OSB production would be consist
of aspen (50%) and other northern hardwood species that are generally regarded as being of low or no
value to the logging and forest products industries. No estimates were provided with respect to the
volume of wood harvested and processed annually at full-production capacity. The Environmental
Assessment Form stated that the primary structure would be 600 feet wide by 962 feet long (nearly
580,000 square feet in total) with a height of approximately 70 feet. The project also involved the
construction of an access road, water main, and sanitary sewage collection system. It was estimated that
the project would result in a direct gain of 93 new permanent jobs after the plant became operational. No
cost estimates for facility construction or operation were provided. The New York Department of
Environmental Conservation did not request information from the applicant that would have indicated the
company’s financial capacity to take on the proposed project, though this information may have been

requested by the Ogdensburg Bridge and Port Authority since it was the lead agency.

Because the proposed project site was owned by the Ogdensburg Bridge and Port Authority, this agency
acted as the responsible government unit for environmental review purposes. The Department of
Environmental Conservation was responsible for reviewing all relevant permit applications. Unlike many
states that conduct all environmental permitting (or environmental review) from the relevant agency’s
central office, New York delegates the majority of permitting authority to one of nine regional offices. In
the case of Chatham Forest Products proposed OSB facility, the Division of Environmental Permits with
Region 6 office was responsible for reviewing and issuing the majority of the permits required. Because
initial review of the proposal suggested the project would impose minimal adverse impacts on the
environment, the Ogdensburg Bridge and Port Authority, in consultation with Department of

Environmental Conservation, concluded that the Environmental Assessment Form would suffice and an
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EIS would not be prepared. In accordance with regulations promulgated in association with the State
Environmental Quality Review Act (New York’s “SEPA”), the Ogdensburg Bridge and Port Authority
prepared and distributed a Negative Declaration on February 4, 2000, stating the design and mitigation
measures proposed by Chatham Forest Products would be adequate to avoid significant effects on the
environment. In accordance with state law and associated administrative rules, the Ogdensburg Bridge
and Port Authority exercised its right to make a determination of significance. That is, the agency
determined that an EIS would not be necessary and issued its Negative Declaration without conducting

public hearings or otherwise requesting public comment.

While the Environmental Assessment Form analyzed the impacts that construction would have on a
number of environmental impact categories (listed below), the impacts to forest and wildlife resources in
northern New York and Ontario as a result of additional timber harvesting were not assessed. In
accordance with state law, the Environmental Assessment Form assessed the impacts on the immediate

area with respect to the following (potentially large impacts found are italicized):

e Impact on surface and ground water e Impact on aesthetic resources

e Impact on air quality o Impact on historic and archaeological

e Impact on agricultural land resources resources

e Impact on energy use e Impact on open space and recreation

e [mpact on public health (explosion) e Impact on critical environmental areas

e Impact on growth and character of e Impact on changes in traffic patterns and
community or neighborhood congestion

e Impact on soil, bedrock, and water table e Noise and odor impacts

e Impact on plants and animals including
threatened and endangered species

In addition to preparing and submitting an Environmental Assessment Form for construction of the OSB
facility, Chatham Forest Products also submitted a separate fi/// Environmental Assessment Form for
construction of the access road (4,300 lineal feet) and utility extension for water main and sanitary
sewage collection system. In accordance with State Environmental Quality Review, the Ogdensburg
Bridge and Port Authority prepared and distributed a Negative Declaration on March 3, 2000, stating that
the proposed action would have no significant adverse impact on land, water pollution, air quality, plants
and animals, archaeological resources, open space, or noise and odors. The Negative Declaration also
stated that construction of the access road would improve traffic patterns and subsequently improve
mobility and public safety by directing truck traffic to appropriate access roads and away from commuter
roadways. Based on the administrative record and communications with Department of Environmental

Conservation staff, it is unclear whether the Ogdensburg Bridge and Port Authority convened any public
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meetings regarding Chatham Forest Product’s proposed OSB facility once a completed the Environmental

Assessment Form and relevant permit applications, although it appears one meeting was likely held.

Although it is not clear based on the administrative record and communications with agency staff
precisely what issues and aspects of the project were discussed, the Department of Environmental
Conservation convened pre-application meetings with Chatham Forest Products on March 18 and June
25, 1999. Permit staff also met with staff of the Ogdensburg Bridge and Port Authority on April 9, 1999,
to discuss a client potentially interested in building a facility in the Authority’s Commerce Park, which is
located within an Empire Zone. During this meeting, Department of Environmental Conservation and
Ogdensburg Bridge and Port Authority staff discussed potential permits and wetland issues that would be
encountered if further construction took place in the industrial park. On December 22, 1999,
approximately two months after submitting the full Environmental Assessment Form, Chatham Forest
Products submitted a Synthetic Minor Air State Facility Permit to the Division of Environmental Permits.
In order to meet the conditions for a synthetic minor emissions permit, the applicant had to ensure that
VOC, NO, particular matter, CO, and hazardous air pollutants would fall below the thresholds set for
major sources under Title V (6 NYCRR Part 201-6), New Source Review in Non-Attainment Areas and
Ozone Transport Regions (6 NYCRR Part 231-2), and Prevention of Significant Deterioration (40 CFR
Part 52.21). Staff with the Department of Environmental Conservation attended an informational meeting
at the Town Hall in the Town of Lisbon on January 19, 2000, arranged by Ogdensburg Bridge and Port
Authority and the St. Lawrence County Jobs Development Corporation to discuss the proposed OSB
facility. Approximately 60 people were in attendance and the plans proposed by Chatham Forest Products
representatives were generally well received. The Department of Environmental Conservation also briefly

publicly addressed permitting issues at this meeting.

After reviewing the permit application, the Department of Environmental Conservation concluded the
OSB plant would not exceed the thresholds necessary to qualify as a synthetic minor and issued the
permit on June 29, 2000. However, the Synthetic Minor Air State Facility Permit was ultimately legally
contested and vacated in the State Supreme Court on June 1, 2001, as a result of the court finding the
application was incomplete for failing to include required information regarding monitoring and reporting
protocol. On June 12, 2001, Chatham Forest Products resubmitted an Air State Facility Permit application
to the Department of Environmental Conservation with the required information. On June 18, 2001, the
Department of Environmental Conservation completed a Draft Air State Facility Permit and subsequently
prepared and issued a Notice of Complete Application to the applicant. The Notice informed the applicant

the application had been deemed complete for review by the Department of Environmental Conservation
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and the general public. The Notice was subsequently published in a local newspaper after which a 30-day
public comment period followed and resulted in a considerable number of public comments opposing the
project. In addition, more than 20 formal requests were made for additional public hearings. On August
14, 2001, the Department of Environmental Conservation advised Chatham Forest Products to withdraw
its permit application as a result of the public outcry and the subsequent discovery of deficiencies during
its review and consultation with the applicant (M. Wiggins, personal communication). Chatham Forest
Products submitted a revised air permit application on August 31, 2001, and the Department of
Environmental Conservation completed a draft air permit on September 24, 2001. A Notice of Complete
Application was again issued and a notice was published in a local newspaper with circulation in the
vicinity of the proposed project site, which announced a 30-day public comment period. Based on the
contents of the administrative record it does not appear that there were additional requests for public
hearings, although a considerable number of opposing public comments were again received. The
Department of Environmental Conservation ultimately concluded that “no substantive issues remained

unresolved” and subsequently approved the State Air Facility Permit on November 20, 2001.

In addition to the air permit, in accordance with state law (6 NYCRR 662, 663) Chatham Forest Products
also prepared and submitted an application for a freshwater wetlands permit, which was submitted on
April 20, 2000. The applicant was required to apply for this permit because (1) the proposed project could
potentially impact approximately 0.8 acres of wetland habitat on the site, and (2) construction of the
facility necessitated installing an access road that would cross a creek. The applicant also submitted a
comprehensive wetland impact assessment that considered the effects the proposed road crossing would
have on wetlands located within the Ogdensburg Bridge and Port Authority site. This report described the
proposed development, addressed potential impacts, analyzed alternative road construction options, and
discussed potential mitigation measures. It is not clear whether this assessment was prepared voluntarily
or required of the freshwater wetlands permit application. A freshwater wetlands permit was ultimately

issued, but the review process is not clear, nor what the opportunities were for public comment.

Department of Environmental Conservation staff also confirmed that Chatham Forest Products would
have been required to submit applications for State Pollution Discharge Elimination System permits had
the project moved forward, though there was dispute over precisely which entity was responsible for
completing those permits. In the end Chatham Forest Products ultimately concluded that preparation of
State Pollution Discharge Elimination System permit applications was the responsibility of the
construction company contracted to build the OSB facility. Department of Environmental Conservation

staff emphasized that the confusion surrounding State Pollution Discharge Elimination System permits is
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the sort of issue that can be resolved when the project proposer participates in pre-application meetings or
otherwise openly engages in communication about a project with staff prior to the review process. Under
most circumstances an applicant would have submitted State Pollution Discharge Elimination System
permit applications during the project review process, but the Department of Environmental Conservation
allowed the applicant to wait to apply for these permits until after the company provided assurances it

would submit the requisite permit applications at the time when it was ready to begin construction.

2.4.3 Environmental Review Policies and Procedures

New York is a Tier-one state. Environmental review is implemented in accordance with statutory
authority provided under the State Environmental Quality Review Act and associated state rules. The Act
establishes a process to systematically consider environmental factors early in the planning stages of
actions that are directly undertaken, funded or approved by local, regional and state agencies. When the
Act was passed, the state legislature stated that its intent was (Laws of New York, 2007):

"...to declare a state policy which will encourage... harmony between man and his environment;
to promote efforts which will prevent or eliminate damage to the environment and enhance
human and community resources, and to enrich the understanding of the ecological systems,
natural, human and community resources important to the people of the state."”

The basic purpose of the State Environmental Quality Review Act is to incorporate the consideration of
environmental factors into the existing planning, review, and decision-making processes of state, regional,
and local government agencies at the earliest possible time. The Act requires that all agencies determine
whether their actions may have a significant impact on the environment, and, if so, prepare or request an
EIS. The State Environmental Quality Review Act was established to ensure that environment quality and
human and community resources were granted appropriate consideration when weighing the benefits
associated with these factors against social and economic considerations of various public policy options.
The Act also intended for environmental and community resources be considered together in reaching
decisions on specific projects proposed by private industry. The Act defines the “environment” as the
physical conditions that will be affected by a proposed action. These “physical conditions” include land,
air, water, minerals, flora, fauna, noise, resources of agricultural, archeological, historic or aesthetic
significance, existing patterns of population concentration, distribution or growth, existing community or

neighborhood character, and human health (Laws of New York, 2007).

An action is subject to review if any state or local agency has the authority to issue a discretionary permit
(i.e., air emissions or water discharge permit), license or other type of approval for a proposed private

action. This also applies if an agency funds or directly undertakes a project, or adopts a resource
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management plan, rule or policy that affects the environment. Actions that ultimately do not require
further review are classified as Type II actions, which include proposed agricultural operations, repaving
of existing highways not involving the addition of new travel lanes, maintenance or repair to public or
private property involving no substantial changes in an existing structure or facility, and construction or
expansion of a primary or accessory/appurtenant, nonresidential structure or facility involving less than
4,000 square feet of gross floor area. Type Il actions have been determined not to have a significant
impact or are otherwise precluded from environmental and thus do not require preparation of a

determination of significance or draft EIS.

Alternatively, actions that require further review are Type I actions and Unlisted actions. Type I actions
are more likely to have a significant adverse impact on the environment than Unlisted actions and may
require the preparation of a draft EIS. Type I actions include construction of 50 or more residential units
that are not to be connected to existing community or public water and sewerage systems including
sewage treatment works, a project or action that involves the physical alteration of 10 or more acres,
project or action that would use ground or surface water in excess of 2,000,000 gallons per day, or a
facility with more than 100,000 square feet of gross floor area. Agencies may adopt their own lists of
Type I actions or adjust thresholds to make existing one more inclusive. Unlisted actions are those actions
that do not meet or exceed the thresholds contained on the Type I list and are not contained on the Type II
list. An Unlisted action requires a determination of significance and may require the preparation of a draft

EIS (NYDEC, 2004; Laws of New York, 2007).

A full Environmental Assessment Form must be prepared for all proposed projects that are classified as
Type I actions. The applicant is responsible for providing objective data and information about a given
project including a list of all involved agencies. The lead agency focuses on identifying the range of
possible impacts that may occur from a project or action, and if necessary will provide an assessment of
any impacts identified as significant. A short Environmental Assessment Form must be completed for all
proposed projects that constitute Unlisted actions. An agency may require this if there is insufficient
information or may waive the requirement if a draft EIS is prepared (NYDEC, 2004; Laws of New York,
2007). The State Environmental Quality Review Act gives lead agencies the authority to make a
determination of significance on a proposed project. A Positive Declaration of significance indicates that
the lead agency believes a proposed project could potentially have significant environmental impacts, and
if this determination is made then an EIS will be required. Additionally, the agency has authority to issue

a Negative Declaration without conducting public hearings or otherwise requesting public comment.
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2.4.4 Factors Affecting Review/Permitting Timelines

Although it took more than two years for the Department of Environmental Conservation to approve
Chatham Forest Products’ proposed OSB facility, it originally took approximately eight months
(November 9, 1999, to June 29, 2000) for the Department of Environmental Conservation to complete its
review of the Environmental Assessment Form and air and freshwater wetland permit applications.
However, because a series of legal challenges were initiated following the issuance of the Air State
Facility Permit, the amount of time consumed in review of the project was extended by more than one
year. It is also important to note that initial review of the project was completed in less than eight months,
largely because the applicant was not required to prepare an EIS. Had the full Environmental Assessment
Form been insufficient, and thresholds surpassed triggering an EIS, it is likely that total review time
would have been substantially extended based on the generic environmental review process outlined in
the State Environmental Quality Review Act. Additionally, the fact that the project site was located in an
industrial park helped ensure review would be completed in a relatively short time period, given
additional consideration did not have to be given to potential impacts to significant wildlife habitat, open

space and recreation, aesthetic resources or other environmental impact categories.

Another factor that appears to have reduced overall project review time was the determination that the
applicant would only have to a Synthetic Minor (rather than Major) Air State Facility Permit from the
Department of Conservation. That is, although synthetic minor emissions permits are only issued to
applicants proposing projects that will emit VOC, NOy, particular matter, CO, and hazardous air
pollutants at levels that below the thresholds set for major sources under Title V (6 NYCRR Part 201-6),
New Source Review in Non-Attainment Areas and Ozone Transport Regions (6 NYCRR Part 231-2), and
Prevention of Significant Deterioration (40 CFR Part 52.21), review would presumably be more rigorous
(e.g., comprehensive emissions modeling and more in-depth analysis of environmental impacts) for

projects that are anticipated to impose more negative effects.

Similar to Maine and Georgia, review of the proposed OSB manufacturing facility was also made faster
because impact assessment was limited to those effects directly resulting from construction of the facility.
While the impacts of construction and operation would have been analyzed, neither the Environmental
Assessment Form nor permit applications formally addressed impacts to forest resources as a result of

additional timber harvesting to meet the raw material demands of the facility.

It is also important to note key differences between the public involvement requirements in New York

and Minnesota. Minnesota requires a public notification to take place immediately after an EAW is
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completed, and proceeds to a formal scoping process and eventually to additional public comment periods
following the completion of both a draft and final EIS. New York requires fewer opportunities for public
notification and participation—the state does not require the lead agency to solicit public input on a
proposed project before determining the need for an EIS. Even if there is a positive declaration and the
lead agency ultimately moves forward with an EIS, state law makes public scoping optional. It is not until

a draft EIS is prepared that the public is guaranteed an opportunity to offer comments.

Despite differences, similarities exist between the environmental review and permitting frameworks of
Minnesota and New York. Both require that an EIS be prepared in situations where a proposed project
must be approved by a state or local agency (LEPO, 2000A). Another important similarity is that both
require an EIS be prepared for any project that may significantly impact the environment (LEPO, 2000A).
That is, whereas many other Tier I states (e.g., Massachusetts, Montana, and North Carolina) only require
the preparation of an EIS in instances where significant impacts are a certainty, Minnesota and New York
do not require there be concrete evidence that a proposed project will impose significant environmental
impacts. Both states have also promulgated a list of activity categories (i.e., construction of a new pulp or
paper mill) that automatically trigger a mandatory EIS and eliminate the need to consider the significance
of a project on a case-by-case basis (LEPO, 2000A). It is important to note that, while the states differ
with regard to whether the agency or the applicant is responsible for EIS preparation, both mandate the

applicant bear the full cost of EIS preparation.

Table 2.7: Summary of Chatham forest products industry case study, New York.

Project Name | Chatham Project / Chatham Forest Products, Inc.

/ Company

Location Lisbon, NY

Type of Construction of a new OSB manufacturing plant in northern New York. The proposed project

Project site is owned by the Ogdensburg Bridge and Port Authority and qualified as eligible under the
“Build Now-NY” development program.

Scope The facility would be capable producing nearly 500 million square feet of OSB on a 3/8-inch

basis annually and receive precut 8-foot logs via truck from upstate New York and Canadian
timber operations. No estimates provided as to the volume of wood to be harvested to meet
demand. The environmental assessment form states that the primary structure will be 600 feet
wide by 962 feet long (nearly 580,000 square feet in total) with a height of approximately 70
feet. The project also involved the construction of an access road, water main, and sanitary
sewage collection system. The project would result in a direct gain of approximately 93 new
permanent jobs.

Year Project | November 1999 (Environmental Assessment Form submitted to Ogdensburg Bridge and Port
Proposed Authority) / December 1999 (Air State Facility Permit application submitted to Department of
Environmental Conservation)
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Year Project
Permitted

November 2001 (project was initially permitted in June 2000, but state supreme court ruling
required Department of Environmental Conservation to modify the air state facility permit that
had previously been issued)

ER
Completed

Environmental Assessment Form, no public scoping documents appear to have been prepared
for the proposed project. Scoping is only mandated under the State Environmental Review Act
for projects requiring preparation of an EIS. Ogdensburg Bridge and Port Authority prepared
and distributed a Negative Declaration stating the proposed action would have no significant
adverse impact on land, water pollution, air quality, plants and animals, archaeological
resources, open space, or noise and odors. The Negative Declaration also stated construction of
the access road would improve traffic patterns by directing truck traffic to appropriate access
roads and away from commuter roadways.

Permits
Completed

Synthetic Minor Air State Facility Permit (initially issued by Department of Environmental
Conservation on June 29, 2000, modified and reissued on November 20, 2001), Freshwater
Wetland Permit (date unknown)

Issues and
Impacts
Analyzed

While an Environmental Assessment Form was prepared that analyzed the impacts the
construction of the proposed facility would have on a number of different environmental impact
categories, neither the form, permit applications nor supplemental reports formally addressed
impacts to forest resources in northern New York and Ontario as a result of additional timber
harvesting necessary to meet the raw material demands of the facility. In accordance with state
law, the Environmental Assessment Form assessed impacts that the proposed project would
have with respect to the following impact categories (potentially large impacts found are
italicized):

o [mpact on surface and groundwater
Impact on air quality .
Impact on agricultural land .
Impact on changes in energy use
Impact on public health .
Impact on growth and character of .
community or neighborhoods .
e Impact soil, bedrock, or water table .

Impact on plants and animals

Impact on aesthetic resources

Impact on historic and archaeological
resources

Impact on open space, recreation
Impact critical environmental areas
Impact on transportation

Noise and odor impacts

A citizen’s group later sued the Department of Environmental Conservation in state supreme
court to rescind the air state facility permit. The court vacated the permit after finding the
application was incomplete because it failed to include monitoring and reporting protocol as
required. Chatham Forest Products modified and resubmitted the permit application after
incorporating a description of proposed monitoring, record keeping and reporting protocol.

Final
Outcome

During the review process Chatham Forest Products transferred its interest in the property to
Ainsworth Lumber Co., which was initially committed to completing the project. Although
approved for construction, the OSB plant has not yet been built as a result of litigation and
changing market conditions,

State ER
Policy
Framework

Within Department of Environmental Conservation, the Division of Environmental Permits
assumes responsibility for oversight of environmental review. The division oversees the
implementation of the State Environmental Quality Review, and subsequently helps other state
agencies and local governments carry out their responsibilities under the Act (in accordance
with statutory authority provided under Part 617 and New York Code of Rules and
Regulations). State Environmental Quality Review establishes a process to consider
environmental factors early in the planning stages that are directly undertaken, funded or
approved by local, regional and state agencies. An action is subject to review if any state or
local agency has the authority to issue a discretionary permit, license or other type of approval
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for proposed private action. It also applies if an agency funds or directly undertakes a project,
or adopts a resource management plan, rule or policy that affects the environment. There is no
requirement for review if the action involves a discretionary decision.

The state’s environmental review process provides several opportunities for public notification
and involvement during review of projects that have been required to prepare an EIS. However,
opportunities for public involvement are more limited with an Environmental Assessment
Form. For projects involving the preparation of an EIS, these opportunities include:

¢ Initial issue scoping process (optional, and left to review agency discretion)

e Public notices following completion of each stage of the review process.

e Comment periods (variable length depending on stage of review).

e Responsible government unit responses to public comments (after each public comment

period comes to a close).
e Public hearings (as appropriate) following completion of a draft EIS.
e Public notice of final determination.

State
Permitting
Framework

Within the Department of Environmental Conservation, the Division of Environmental Permits
assumes primary responsibility for environmental permitting. This division manages a system
of permits known as the Uniform Procedures Act permits, which establishes time frames and
procedures for filing and reviewing applications, providing public notice, holding public
hearings, and reaching final decisions. At a broader level, the Act is intended to ensure a timely
and thorough review of a proposed project, eliminate inconsistent procedures, and encourage
public participation. The specific permits administered under this Act are designed to help
protect the state’s air, water, mineral, and biological resources. In accordance with state law,
administering these permits requires the Department of Environmental Conservation to provide
with timely information and updates with regards to the following:

e Permit applications that have recently been filed.

e  Opportunities to provide information concerning a particular application.

e  Opportunities to review and comment on any environmental impact statements and other

documents that may become part of the application.
e  Opportunities to participate in hearings concerning applications currently under review.

All permits must be submitted concurrently. Numerous state permits are potentially relevant
including: air emissions, water discharge and stormwater, freshwater wetlands, and water
quality certification. The permitting and environmental review processes take place
concurrently but are not completed by the same personnel. The Department of Environmental
Conservation personnel are responsible for permit review and issuance but other state agencies
and local units of government can act as the responsible entity during the review process. The
Department of Environmental Conservation provides oversight, although Environmental
Assessment Forms and EIS preparation are coordinated by a designated government unit. State
permitting is always carried out by the Division of Environmental Permits.
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3.0 MINING OPERATIONS FACILITY CASES

3.1 Michigan

3.1.1 Economic Importance

In 2004, Michigan’s nonfuel raw mineral production was valued at $1.67 billion, based upon annual US
Geological Survey (USGS) data. This was a 5.7% increase from that of 2003 and followed a 6.8%
increase in 2003 from 2002. The state ranked ninth among the 50 states in total nonfuel mineral
production value, of which Michigan contributed nearly 3.7% of the United States total (USGS, 2004). In
2004, Michigan was the nation’s second leading iron ore-producing state, and based upon value iron ore
was Michigan’s leading nonfuel mineral commodity followed by Portland cement. Portland cement led
the state in total nonfuel mineral value from 1999-2003 followed by construction sand and gravel, salt,
crushed stone, magnesium compounds, and masonry cement. Michigan’s combined nonfuel minerals

made up approximately 95% of the state’s nonfuel raw mineral production value (USGS, 2004).

In 2004, iron ore and Portland cement led Michigan’s increase in mining value, up by nearly $60 million
and $45 million from 2003, respectively. Significant increases from 2003 to 2004 also took place in
crushed stone, up $17 million; in salt, up about $12 million; and in masonry cement and potash, up about
$3 million each. The most substantial decreases in value from 2003 to 2004 were those of magnesium
compounds, down more than $40 million, and industrial sand and gravel, down by about $6 million. All
other changes were about $1 million or less, having comparatively minimal effect on the state’s overall
change in total value (USGS, 2004). In 2003, the production and values of salt and magnesium
compounds increased, the values of which were up more than $12 million each. The production and value
of common clays were also up, with the value up more than $2 million. But these were outweighed by
production and value decreases from 2003 to 2004 that took place in crushed stone, value down $48
million; construction sand and gravel, down $14 million; Portland cement, down about $12 million; and
lime, down about $9 million. Also down from 2003 to 2004 were the production and values of masonry
cement and gypsum, values of which decreased by about $6 million and $5 million, respectively. Iron ore
production had a small increase from 2003 to 2004, but the nonfuel mineral’s value was down by about

$2 million (USGS, 2004).

In 2004, Michigan continued to be highest producer of magnesium compounds and second in iron ore

production, bromine (of two bromine-producing states), peat, and second of four states that produce iron
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oxide pigments (mineral commodities listed in descending order of value). The state remained third of
three states that produce potash, fourth in Portland cement, and seventh in salt. From 2003 to 2004
Michigan rose to tenth from twelfth in gypsum but decreased to fourth from third in construction sand and
gravel, to ninth from eighth in masonry cement, and to sixth from second in the production of industrial
sand and gravel. Additionally, the state was a significant producer of common clays and crushed stone in
2004. In 2004, Michigan continued to be fourth in the nation in the manufacture of raw steel with an

output of about 5.84 million metric tons (American Iron and Steel Institute, 2005; USGS, 2004).

3.1.2 Project Overview

In February 2006, the Kennecott Minerals Company submitted a Nonferrous Mineral Mining Permit
Application to the Michigan Department of Environmental Quality in accordance with Part 632 of the
Michigan Natural Resource and Environmental Protection Act. Kennecott Minerals Company is a United
States-based corporation with gold, silver, and base metal operations in the United States, Canada, and
Mexico (KEMC, 2006). The mining permit proposed to develop an underground nickel and copper mine
known as the Eagle Project in Michigamme Township, Marquette County, in the Upper Peninsula of
Michigan. The site of the proposed project is currently zoned for mineral resource production by the

Michigamme Township.

Kennecott Minerals Company owns 100% interest in the Eagle Project site (including title to the surface
rights over the mineral deposit) through a mixture of private mineral titles and state mineral leases and
surface ownership. The Eagle deposit is a high-grade magmatic sulfide deposit containing nickel, copper,
and traces of cobalt and gold. The deposit averages approximately 3.6% nickel and 3.0% copper with
minor amounts of gold and other precious metals. Regional exploration continues to identify additional
resources in the area (KEMC, 2006). The Eagle deposit was discovered in 2002 by drilling areas known
to contain sulfide-bearing peridotite intrusions. The economic minerals are predominately pentlandite and
chalcopyrite. Kennecott Minerals Company has proposed to mine the Eagle deposit using underground
mining methods. The Eagle Project development will include surface and underground ore mining
facilities. Extracted ore will be brought to the surface where it will be crushed and trucked off-site along
an approved trucking route to a railhead. The ore will then be transferred to rail cars for shipment to an
off-site processor. Kennecott Minerals Company does not intend to conduct milling or chemical
processing of ore at the Eagle Project site. Surface facilities for the operation will be limited to those
necessary for storing and crushing ore, managing development rock, storing, treating and discharging
water, backfilling and ventilating the mine, and other ancillary operations. The Kennecott Minerals

Company estimates that the Eagle Project will generate a nominal production rate of 2,000 tonnes per day
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and nearly 3.5 million tonnes annually (Table 3.1). Surface construction and underground development

were projected to take approximately two years. This schedule brings the mine on line in year two with

full mine production occurring in the third year. The major construction activities are listed in Table 3.2.

The projected personnel requirements during operations are based on an operating schedule of 11 hours

per shift, two shifts per day. It is estimated that the mine will operate about 250 days per year. On-site

personnel requirements during operations are expected to begin at about 87 employees during the initial

year of production and increase to 110 employees at full production. Table 3.3 shows the maximum

expected number of employees for the Eagle Project for various professional classifications.

Table 3.1: Annual ore production schedule for Kennecott Eagle Project.

Facility Development Operating Days Annual t/yr Daily t/d
Year 2 63 66,024 1,048
Year 3 251 457,271 1,822
Year 4 250 499,982 2,000
Year 5 250 500,000 2,000
Year 6 250 503,862 2,015
Year 7 251 502,000 2,000
Year 8 250 501,287 2,005
Year 9 250 389,027 1,556

Totals 1,815 3,419,455 1,884’

g/t = grams per tonne, t/yr = tonnes per year, t/d = tonnes per day
13,419,455 t/yr/1,815 days = 1,884 t/d

Table 3.2: Surface facility construction activities.

Phase 1 Surface Facilities Construction

Phase 2 Surface Facilities Construction

Construction of perimeter fence

Preparing the construction staging area and soil

stockpile area

o Construct generator plant and install generators
Construct compressor plant and install compressors
¢ Construct maintenance shop, warehouse and offices

Clearing, grubbing, stripping, and stockpiling topsoil e Construction of Coarse Ore Storage Area
Construction of the mine site access road e Improvements to Triple A Rd, County Rd 510
Construct Temporary Development Rock Storage e Construction of the surface crusher, ramp and dump,
Construction of Wastewater Treatment Plant conveyor and crushed ore storage bins

Construction of Contact Water Basins o Construction of surface backfill system and power
Construction of Treated Water Infiltration System line to the generator plant #1 and #2

Construct Non-Contact Water Infiltration Basins o Construct truck wash, scales, and fuel storage area

Table 3.3: Kennecott Eagle Project projected employment.

Clerical/ Human Health Safety General
Mining Accounting Resources Officer Management Total
Salary 24 7 2 10 2 45
Hourly 65 -- -- -- -- 65
Totals 89 7 2 10 2 110
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The environmental analyses that were completed for the environmental impact assessment had to comply

with the requirements of R 425.202 of Michigan’s Nonferrous Metallic Mining Regulations. For instance,

the existing conditions of resource topics, which are broad categories of environmental components, were

described in order to comply with 425.202(1)(a)(i). The following resource topics were evaluated in the

Eagle Project environmental impact assessment:

Topography

Soil

Geology of the bedrock and unconsolidated
materials overlying the bedrock
Groundwater and aquifers

Surface water systems

Regional hydrology

Groundwater and surface water quality
Private and public water supplies including
irrigation wells

Designated wellhead protection areas
Wetlands and flood plains

Natural rivers

Wild and scenic rivers

Residential dwellings, schools, and other
public and private structures

Existing and proposed infrastructure

Natural areas

State wilderness areas

Federal wilderness areas

Wild areas

Research natural areas

Land use

Aquatic and terrestrial flora and fauna
Fish and wildlife habitat and ecological
systems

Threatened and endangered species and
species of special concern

Non-native and invasive species
Archaeological resources

Air quality and meteorology

Visual resources

Noise, light and seismicity

The EIA also considered the environmental impacts associated with implementing alternative mining

methods, ore processing technologies and procedures, transportation infrastructure, power supplies,

surface facility locations, water discharge processes, and end uses. In addition to the Nonferrous Metallic

Mining Permit, Kennecott Minerals Company was also responsible for concurrently applying for the

following state permits in order for the Eagle Project to be fully approved for operation:

Michigan Air Quality Permit—Permit to Install Application: This was submitted to the

Department of Environmental Quality for air emissions related to the proposed mine operation.

Groundwater Discharge Permit Application: This was submitted to the Department of

Environmental Quality for the treatment and discharge to the subsurface of treated water.

Notice of Coverage for storm water management during construction activities and a Notice of

Intent for storm water management during operations were submitted to the Department of

Environmental Quality for the potential release of noncontact storm water runoff. These were

submitted in order to be in compliance with the requirements of the National Pollution Discharge

Elimination System Permit.

Pollution Incident Prevention Plan prepared for the Department of Environmental Quality.
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Water use issues relating to the Kennecott Eagle Project were addressed within the Nonferrous Metallic
Mining Permit issued under Part 632 of the Nonferrous Metallic Mineral Mining of Natural Resources
and Environmental Protection Act (Act 451 of public Acts of 1994), as amended, and the Groundwater
Discharge Permit issued in compliance with the provisions of Part 31, Water Resources Protection, and
Part 41, Sewerage Systems. Because the mine would be extracting copper and nickel, the applicant was
not required to obtain a Permit for Use of Water in Low-Grade Iron Ore. The purpose of this permit is to
protect the public interest, prevent damage to riparian lands or water, and prevent danger to public health
and safety, which is required of any project intending to divert and control water for mining iron ore.
Although one was not required, the level of detail of review helped to ensure that the standards an
applicant is expected to meet for a Permit for Use of Water in Low-Grade Iron Ore were exceeded for the

Kennecott Minerals Company Project (S. Wilson, personal communication, October 2007).

The Department of Environmental Quality and the Department of Natural Resources conducted several
pre-application meetings with Kennecott, which occurred at different managerial levels and locations.
However, no information is available regarding the topics discussed at these meetings because meeting
records were not maintained. Department of Environmental Quality staff recalls that pre-application
meetings were held as early as 2004, which about two years before the company submitted permit

applications to the state (S. Wilson, personal communication, October 2007).

After Kennecott Minerals Company submitted relevant permit applications in February 2006, a public
comment period opened on April 18, 2006 and closed May 16, 2006. A public information meeting was
held in Marquette on April 18, 2006. After completing an extensive review and evaluation of the plans
and information submitted as well as public comments received throughout the application review
process, the Department of Environmental Quality issued a proposed decision granting the mining permit
on January 9, 2007. After drafting the General and Special Permit Conditions for the mine the Department
of Environmental Quality announced the proposed decision would be available for public comment
beginning on February 23, 2007 even though it was not legally required. The comment period was
subsequently postponed for approximately five months when the Department of Environmental Quality
suspended its permit review to investigate occurrences relating to the nondisclosure of reports concerning
the structural integrity of the mine. In July 2007, a Nonferrous Metallic Mining Permit for the Eagle
Project was granted after a comprehensive review of the permit application, supplemental information
submitted by Kennecott Minerals Company, and public comments. In accordance with Part 632 of the
Nonferrous Metallic Mining Regulations, the Department of Environmental Quality held a series of

public hearings starting in early September 2007, although only one was required by state law. Two
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hearings were held in the Upper Peninsula near the proposed mine site, and a third in Lansing, with the
purpose of giving interested parties an opportunity to present new information or additional concerns
about the Quality Air Use Permit, draft Groundwater Discharge Permit, proposed decision to grant the

Mining Permit, draft Surface Lease, and draft Reclamation Plan.

The public participation process provided information via fact sheets and obtained public comments on
proposed permit terms and conditions, the analysis conducted by Department of Environmental Quality
staff, the proposed lease, and the proposed reclamation plan. In addition to the public hearing, Department
of Environmental Quality announced that written comments would be accepted for 28 days after the
hearing, which opened on September 19, 2007, and closed on October 17, 2007. Approximately 3,500
written comments were received, of which 287 were received at the public hearing held in September
2007 (Table 3.4). Department of Environmental Quality staff estimated that between 250 to 300 people
attended. Although a substantial number of comments submitted in support of the application, project
proponents constituted a small minority. However, Department of Environmental Quality staff felt that
the amount of opposition received might not have been representative of actual public opinion. That is,
agency staff felt that opposition could have been over-represented given that anti-mining groups mounted
aggressive letter writing campaigns and invoked the use of preprinted postcards and websites sending

multiple emails in opposition to the project (S. Wilson, personal communication, October 2007).

In December 2007, the Department of Environmental Quality announced its decision to approve all
permits for the proposed Eagle Project Mine, the first in 50 years. The project was the first to be subjected
to Michigan's Nonferrous Metallic Mineral Mining Regulations enacted in 2004, which was in response
to concerns over future development of metallic sulfide ores in the Upper Peninsula of Michigan.
Conservation groups and residents of the Upper Peninsula were especially concerned with acid mine
drainage contaminating ground or sensitive surface waters (USGS, 2004). In response, the Department of
Environmental Quality established a work group to evaluate hard-rock mining that included business
organizations, citizens, environmental groups, legislators, local governmental units, mining companies,
Native American tribes, universities, EPA, and other state agencies. The new law and associated rules
regulate for the first time the underground mining of sulfide ores for nonferrous metals and requires a
permit application to include (USGS, 2004): (1) a $5,000 application fee, (2) an EIS, (3) a mining,
reclamation, and environmental protection plan that minimizes adverse impacts of mining on natural
resources, the environment, and public health, (4) a contingency plan that includes an assessment of the
environmental, public health, and safety risks from failures of the mining operation, and the operator's

notification and response plans, and (5) financial assurances.
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Table 3.4: Public comments received on the Kennecott Eagle Project during the September 2007 public hearings
convened by the Michigan Department of Environmental Quality.

Early Later Estimated Recorded
Date Location session session attendance comments
09/10/2007 Northern Michigan University,  1:00-4:30 pm  6:00-11:30 pm 700 150
Marquette, MI
09/11/2007 West Branch Community 1:00-4:30 pm  6:00-9:30 pm NA
Center, Gwinn, MI
09/12/2007 West Branch Community 1:00-4:30 pm  6:00-9:30 pm NA
Center, Gwinn, MI
09/13/2007 West Branch Community 1:00-4:30 pm  no session 200 75
Center, Gwinn, MI
09/19/2007 Lansing Center, Lansing, MI 1:00-4:30 pm  6:00-9:30 pm 150 62

The mining legislation enacted in 2004, triggered by exploration activities of Bitterroot Resources, Ltd.
and Kennecott (Eggert, 2004; Flesher, 2004; USGS, 2004), amended Michigan’s earlier mining
reclamation law (1994 PA 451) applying to open pit mining. The Department of Environmental Quality is
responsible for issuing permits associated with the regulations and requirement to hold public hearings. It
is difficult to assess the effectiveness of the new legislation and associated rules because the Eagle Project
represents the first mine subjected to the new standards, but staff expressed that the legislation has the

potential to establish a successful monitoring program in which to safeguard environmental quality.

3.1.3 Environmental Review Policies and Procedures

Michigan is a Tier-two state. Although Michigan does not have a state environmental policy act in place,
the state has enacted legislation and administrative rules that require detailed analysis of potential impacts
associated with proposed ferrous and nonferrous metallic mining projects. The most recent of such
legislation was passed in 2004 when potential development of new metallic mining operations in the state
created significant controversy and prompted concerns over the adequacy of Michigan’s mining and
reclamation laws and regulations. The ultimate result of such concerns was the enactment of a
comprehensive, progressive mining law (later incorporated into Public Act No. 449 of 2004) that
regulates for the first time the underground mining of sulfide ores for nonferrous metals (USGS, 2004).
The 2004 amendment created a new Part 632 of the Natural Resources and Environmental Protection Act
that prohibits a person from mining nonferrous metallic minerals except as authorized by a permit issued
by the DEQ (House Fiscal Agency, 2004). The Act requires a permit application to include the following:
(1) a $5,000 application fee, (2) an environmental impact assessment (the components of this plan are
described in more detail below), (3) a mining, reclamation, and environmental protection plan that seeks

to minimize the adverse impacts of the mining operation on natural resources, the environment, and
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public health, (4) a contingency plan that includes an assessment of the environmental, public health, and
safety risks that may result from failures of the mining operation, and the operator's notification and
response plans, and (5) financial assurances of the mining operation. The bill also provides the applicant
would have the burden of establishing that the terms and conditions provided in the application,
environmental protection plan, and environmental impact assessment results in a mining operation that

reasonably minimizes the actual or potential adverse impacts on air, water, and other natural resources.

The new law was designed to protect the environment, while ensuring that mining companies could
develop economically promising sulfide deposits in Michigan (USGS, 2004). The legislation also
amended and updated Michigan’s earlier mining reclamation law (1994 PA 451), which applies primarily
to open pit mining of iron ore. The new mining law set up a permitting system to oversee underground
sulfide mining. The Michigan Department of Environmental Quality is responsible for issuing the
permits. The 2004 amendment requires that public hearings be held during the review of all permit
applications. As part of the application process, mining companies must now submit plans to the
Michigan Department of Environmental Quality that cover all aspects of development, operation,

monitoring, and decommissioning.

3.1.4 Factors Affecting Review/Permitting Timelines

In February 2006, Kennecott Minerals Company submitted an approximately 8,000-page application to
the Department of Environmental Quality proposing to develop an underground nickel and copper mine
in the Upper Peninsula of Michigan. The Eagle Project, as it came to be known, represented the first
proposed metallic mining operation in the state of Michigan in approximately 50 years. Because of the
relative infrequency with which metallic mines have been proposed, review time was likely increased as a
result of staff needing to learn the intricacies of the review process. Review of Eagle Project took nearly
two years, but intervening circumstances may have extended review time. For instance, an administrative
error after the second round of public hearings resulted in a delay in the process from March 1, 2007, to
July 30, 2007. By the time the error was identified and the Department of Environmental Quality could
reissue its proposed decision, public hearings could not be held until mid-September. The administrative
error was in reference to discovery that two reports on the structural integrity of the mine, each of which
was prepared by a Department of Environmental Quality subcontractor, were not properly made available
for public review or given a thorough technical review by agency personnel. As a result of this error, the
Department of Environmental Quality undertook an extensive procedural review to ensure no further
mistakes had taken place and a complete public record was made available for review. Review of the

Eagle Project was ultimately delayed seven months. Despite delays, it appears the majority of public
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opinion, as determined through public comments, was in support of the mine, which may have facilitated
agency review. However, decision to permit the mine is currently being challenged in court and it may be

premature to conclude the permitting and review process is in fact complete.

The primary environmental review document prepared for the Eagle Project was an EIA, and submitted as
a component of the mining permit application on February 20, 2006. One of the primary purposes of the
EIA was to document existing conditions of resource topics so that baseline conditions could be
established. It is important to note that, while such potential alternatives and associated impacts were
addressed, the depth of information and analysis was less substantial than what would typically be
expected in an EIS in states with formal EIS requirements. On December 14, 2007, after completing the
application review process, the Department of Environmental Quality approved the proposed mine and
issued the mining, air quality, and water discharge permits. The Department of Natural Resources issued a

Surface Use Lease on February 7, 2007, granting use of a parcel of state land for surface facilities.

Table 3.5: Summary of Eagle Project mining case study, Michigan.

Project Name | Eagle Project / Kennecott Minerals Company

/ Company

Location Michigamme Township, Michigan

Type of The applicant proposed to develop an underground nickel and copper mine in the Upper

Project Peninsula of Michigan on land currently zoned for mineral resource production by the
Michigamme Township.

Scope Kennecott Minerals Company owns a 100% interest in the Eagle Project site, including title to

the surface rights through a mixture of private mineral titles and state mineral leases and
surface ownership. The Eagle deposit is a high-grade magmatic sulfide deposit containing
deposits of nickel (3.6%) and copper (3.0%) and trace amounts of cobalt and gold. The
economic minerals are predominately pentlandite and chalcopyrite. The Eagle Project
development will include surface and underground facilities required for the mining of the ore
body. Extracted ore will be brought to the surface where it will be crushed and trucked off-site
along an approved trucking route to a railhead. The ore will be transferred to rail cars for
shipment to an off-site processor. Kennecott Minerals Company does not intend to conduct
milling or chemical processing of ore at the Eagle Project site. Surface facilities for the
operation will be limited to those necessary for storing and crushing ore, managing
development rock storing, treating, and discharging water, backfilling and venting the mine,
and other ancillary operations. The Kennecott Minerals Company estimates that the Eagle
Project will generate 2,000 tonnes per day. It was estimated that the mine will operate about
250 days per year. On-site personnel during operations are expected to begin at about 87
employees with an anticipated increase to about 110 employees at full production.

Year Project | February 2006
Proposed

Year Project | December 2007
Permitted
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ER
Completed

The primary document prepared for the Eagle project was an EIA, which was prepared in
accordance with requirements of R 425.202 of Michigan’s Nonferrous Metallic Mining
Regulations. One requirement was that existing conditions of resource topics had to be
described. The EIA also considered what effects implementing alternative mining methods, ore
processing technologies and procedures, transportation infrastructure, power supplies, surface
facility locations, water discharge processes, and end uses would have on environmental
quality. Although a considerable number of topics were described, the analysis was less
comprehensive than what would typically be expected in an EIS prepared in a state with formal
EIS requirements.

Permits
Completed

Nonferrous Metallic Mining Permit (issued on December 14, 2007), Michigan Air Quality
Permit (issued December 14, 2007), Groundwater Discharge Permit (issued on December 14,
2007), Notice of Coverage (pertains to storm water management), Pollution Incident
Prevention Plan

Public
Notification
&
Involvement

Public Meetings on the Kennecott Eagle Project Permit Application were held in Marquette,
MI, April 18, 2006. Following the public meeting, written public comments were accepted until
the close of business on May 16, 2006. After completing an extensive review and evaluation of
the plans and information submitted by the Kennecott Eagle Project, as well as public
comments received throughout the application review process, the Department of
Environmental Quality issued a proposed decision to grant the mining permit on January 9,
2007. After drafting the General and Special Permit Conditions for the mine, public comments
were made available on February 23, 2007.

In accordance with Part 632 of the Nonferrous Metallic Mining Regulations, a public hearing
had originally been scheduled for March 12, 2007, but this hearing was postponed until
September 2007 after the Department of Environmental Quality suspended its permit review to
investigate the facts and occurrences relating to the non-disclosure of reports concerning the
structural integrity of the mine. Although state law requires only one public hearing be held, the
Department of Environmental Quality ultimately conducted five hearings at three locations.
Two hearings were in communities situated near the proposed mine site, and the third was in
Lansing. The purpose of these public hearings was to give interested parties an opportunity to
present new information or concerns about the Air Use Permit, draft Groundwater Discharge
Permit, proposed decision to grant the Mining Permit, draft Surface Lease, and the draft
Reclamation Plan.

In addition to the public hearing, the Department of Environmental Quality announced that
written public comments would be accepted for 28 days after the hearing. Interested persons
were able to submit comments by mail or e-mail through October 17, 2007. It was noted in the
press release announcing the permitting decision that information received during both the final
and earlier public comment periods resulted in a number of changes to Kennecott Minerals
Company’s permits to address public concerns.

Issues and
Impacts
Analyzed

The following resource topics were evaluated in the Eagle Project EIA in order to establish
baseline conditions:
e Topography e Residential dwellings, schools, and
e Soil other public and private structures
e Geology of the bedrock and Existing and proposed infrastructure
unconsolidated materials Natural and wild areas
Groundwater and aquifers State wilderness areas
Surface water systems Federal wilderness areas
Regional hydrology Research natural areas
Groundwater/ surface water quality Land use
Private and public water supplies Aquatic/ terrestrial flora and fauna
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including irrigation wells ¢ Fish and wildlife habitat and ecological
Designated wellhead protection systems

Wetlands and flood plains o Threatened and endangered species and
Natural rivers species of special concern

Wild and scenic rivers e Non-native and invasive species

o Archaeological resources e Visual resources

o Air quality and meteorology ¢ Noise, light and seismicity

Final
Outcome

On December 14, 2007, the Department of Environmental Quality approved the proposed mine
and issued the mining, air quality, and water discharge permits. The Department of Natural
Resources issued a Surface Use Lease on February 7, 2007, granting use of state land for
surface facilities. On December 21, 2007, the National Wildlife Federation, Huron Mountain
Club, Keweenaw Bay Indian Community, and Yellow Dog Watershed Preserve filed
administrative appeals contesting issuance of the Mining Permit and Groundwater Discharge
Permit. Kennecott has been granted intervener status in the contested case. The case was
scheduled for hearing in April 2008. The four petitioners also filed a lawsuit in Ingham Circuit
Court contesting issuance of the Air Use Permit.

State ER
Policy
Framework

Environmental Review and permitting are conducted by the same personnel within the
Department of Environmental Quality. The EIA represents the primary environmental review
document required under state law for projects that are expected to impose significant impacts
on the environment. With respect to proposed mining operations, the state’s Nonferrous
Metallic Mining Regulations mandate that an EIA describe the natural and human-made
features, including, but not limited to, flora, fauna, hydrology, geology, and geochemistry, and
baseline conditions in the proposed mining area and the affected area that may be impacted by
the mining, and the potential impacts on those features from the proposed mining operation.
The EIA must also define the affected area and address feasible and prudent alternatives.
However, the depth and level of analysis of the Eagle Project EIA was not consistent with the
level of analysis typically contained within an EIS prepared for a large-scale project in
Minnesota or other states with a State Environmental Policy Act.

State
Permitting
Framework

In accordance with Michigan’s Nonferrous Metallic Mining Regulations (Part 632), the
Michigan Department of Environmental Quality shall do the following:

e Process an application and determine if it is administratively complete.

o Distribute paper copies to locations for public access.

e Make files available as paper copies, on the internet and on CD.

e Announce and hold an initial public meeting on the application. The Department of
Environmental Quality has 42 days to provide a public hearing upon receiving a complete
application.

e Accept written comments for at least 28 days following the public meeting.

e Make a preliminary decision to grant or deny the permit after the public comment period
concludes.

e Make additional materials available for access, review and comment by interested
stakeholders and members of the public.

e Announce and hold a second public hearing on the application.

e Accept written comments for 28 days after the public hearing.

e Make a final decision to grant or deny the permit after conclusion of the final public
comment period.

e Department of Environmental Quality is required approve proposed mining operations
that meet the requirements of the Nonferrous Metallic Mining Regulations (e.g. the project
will not pollute, impair, or destroy the air, water, or other natural resources or the public
trust in those resources).
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3.2 Minnesota

3.2.1 Economic Importance

The history of metal mining in Minnesota over the last century has been characterized by booms and
busts. Between 1974 and 1977, metal production in the state decreased 10% but regained losses in 1978-
1979 only to face a 25% decline in 1980 and declining 50% by 1982. Recently, metal production
decreased by 27% from 2000-2003 (Power, 2007). Volatility is typical of mineral extraction activities,
including iron ore mining in Minnesota. In fact, iron ore production has been particularly prone to
vacillations, which is frequently a result of economic recessions and increasing global competition
(Figure 3.1). Iron ore is particularly sensitive to economic downturns because its demand is tied to the
steel industry which, like copper and other non-precious metals, is a basic input for manufacturing and

construction. When the overall economy is expanding, the demand for such inputs rises (Power, 2007).
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Figure 3.1. Minnesota iron ore production, 1972-2004 (Source: Power, 2007).

Technological change in the mining industries, including iron mining, has had a significant impact on
communities adjacent to mines. Over time, technological change has substituted capital and mechanized
equipment for labor and the result has been the displacement of increasing numbers of miners, even when
overall production rises. For instance, labor productivity in Minnesota iron mines tripled from 1979 to
2005 while employment declined by about 73% during the same period (Figure 3.2). Levels of production
also experienced modest declines (Power, 2007). In 2004, nonfuel raw mineral production was valued at
$1.89 billion, which was a 43% increase from 2003 and followed a 1.5% increase from 2002 to 2003. The

state rose from tenth to seventh in rank among the 50 states of which Minnesota accounted for about 4.1%
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of the United States total. Additionally, in 2004 Minnesota continued to be the leading producer of iron
ore with about 75% of the iron ore shipments. Based upon value, iron ore continued to be Minnesota’s
leading nonfuel raw mineral followed by construction sand and gravel, crushed stone, industrial sand and
gravel, dimension stone, and lime. The state’s substantial increase in nonfuel raw mineral production
largely resulted from iron ore’s higher average price per metric ton in 2004 as compared with that of
2003. With a 22% increase in production shipments, the commodity’s value rose by more than $530

million from 2003 to 2004, which represents greater than a 50% increase in just one year (USGS, 2004B).
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Figure 3.2: Minnesota iron mining employment and labor productivity, 1979-2005 (Source: Power, 2007).

Minnesota’s iron ore facilities supply an integrated regional market that is cyclical in nature, but mature
and slowly declining. A new blast furnace has not been built in the United States or Canada since the late
1970s. Minnesota’s taconite companies compete directly with two iron ore pellet facilities in Michigan
and three iron ore pellet facilities in Canada as well as a lesser amount of imported iron ore pellets
predominantly from Brazil (Governor’s Committee on Minnesota’s Mining Future, 2004). However,
because the iron ore industry has experienced booms and busts over the past several decades, dramatic
restructuring of the steel industry coupled with rising metal prices have triggered a revitalization of
Minnesota’s taconite mining and processing industry (USGS, 2004B; Power, 2007). Only a few years ago
the metallic mining industry was trending down as demand declined. But, the state’s mining sector now
appears to be in the midst of new mining expansion built around the development of copper ores in the
northeast region, a resurgent interest in processing taconite iron ore, and additional energy infrastructure
needed to support an expanding metal industry. Additionally, rising interest in metallic mining in the

northeast region of the state can be attributed to exploding growth in the price of metal commodities; iron
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products tripled in price between 2001 and 2007 and the price of copper quintupled between 2002 and
2006 while nickel increased nearly tenfold during this period (Power, 2007).

Although the economic landscape is changing, Minnesota’s taconite facilities are competitively
disadvantaged due to current commercial direct reduction technology and dependence on natural gas
(Governor’s Committee on Minnesota’s Mining Future, 2004). Additionally, the Fraser Institute’s
benchmarking analysis of factors affecting Minnesota’s Competitiveness for Iron Mining Investment
found that the state’s political environment and regulatory considerations further disadvantaged
Minnesota in both the domestic and global market place (Table 3.6). Despite the existence of such
geological, technological, and regulatory factors, increasing metal prices has resulted in several new metal
mining and processing facilities proposed in northeast Minnesota and upgrades of existing mining and
processing facilities, the most prominent of which are Minnesota Steel, NorthMet, and East Reserve.

Upgrades to existing operations and proposed new mines are in especially high demand (Power, 2007).

Table 3.6: Perceived Competitiveness for Mineral Exploration Investment (Source: Governor’s Committee on
Minnesota’s Mining Future).

Environmental Regulations
Regulatory Duplication and
Inconsistencies
Taxation Regime
Uncertainty Concerning Areas
Protected as Wilderness or
Parks
Infrastructure
Political Stability
Geological Database
Mineral Potential Assuming
Current Regulation/Land Use
Policies
Restrictions and Best Practice
Standards

Labor Regulation-Employment
Agreemenlts
Mineral Potential Assuming NO

usa

Alaska
Arizona
California
Colorado
Idaho
Montana
Nevada
New Mexico
South Dakota
Utah
Washington
Wisconsin
Wyoming

Canada

British Columbia
Ontario
Quebec
Others
South Africa

Western Australia _
= Better than Minnesota
= Worse than Minnesota

Chart standing or ranking as reported by the Fraser Insfitute from a composite of 2003/2004 survey responses. The Fraser report is an annual survey by the Vancouver-based Fraser Institute of
the management of selected members of the North American mineral exploration community {[argely Canadian) of their perceptions of the business climate and mineral potential of Canadian

provinces, selected US states and foreign jurisdictions. Many industry stakeholders in Minnescta do not necessarily agree with the Fraser Institute rankings for Minnescta; however, the report's
conclusions are quoted in the public media, such as the Wall Street Journal, and in the trade press and, therefore, impact Minnesota's perceived competitiveness with potential investors.
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Nonferrous metallic mining is also an important industry in Minnesota, and seven new copper-nickel
deposits with varying amounts of gold and platinum group metals have been identified in the Duluth
Complex. At least three deposits are believed to be of commercial size with the greatest near-term potential
being PolyMet’s NorthMet Project, Teck Cominco’s Mesaba Project, and the Beaver Bay Joint Venture
Franconia Minerals Birch Lake project (Governor’s Committee on Minnesota’s Mining Future, 2004).
Polymet is currently undergoing environmental review by the Minnesota Department of Natural Resources
and US Army Corps of Engineers. The other two are completing prefeasibility analyses in preparation for
environmental review. The Minnesota Department of Natural Resources is working on an EAW for
TeckCominco’s proposal to extract a bulk ore sample, but the project is not currently under environmental
review (C. Nelson, personal communication). In 2004, the Governor’s Committee on Minnesota’s Mining
Future concluded that to facilitate the development of known copper-nickel, PGM, and other nonferrous
metallic mineral deposits, the state should assist mineral development efforts by financing geologic and
geophysical mapping, providing better public access to information on land and mineral ownership in the
state, opening more state lands to mineral leasing, and encouraging the federal government and private

owners to do the same (Governor’s Committee on Minnesota’s Mining Future, 2004).

Proponents of growth in the state’s metallic mining industry assert that each new mine or processing
facility would create hundreds of new direct jobs once operational and more than a thousand temporary
construction jobs during construction. The multiplier effect of new mines would stimulate additional jobs
with the cumulative effect of revitalizing the metal industry in Iron Range, which has economically

depressed over the past 30 years (Figures 3.3 and 3.4) (Power, 2007).
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Figure 3.3: Changes in employment in Minnesota’s iron ore producing counties, 1969-2005. (Source: Power, 2007)
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Despite the prominence of the industry, even during times of peak production in the last several decades,
the metal mining industry in Minnesota has not constituted a considerable source of income generated
within the state. For instance, whereas in 2005 the metal mining industry was the source of 0.2% of total
state income, in 1979 when the industry’s share of total income was at its highest, the industry’s
contribution was only 1.2%. The decline in the relative contribution is not just due to the decline in the
iron industry, but is also tied to expansion in other sectors of the state’s economy. However, metal mining
is critical to many Iron Range communities. The industry’s ability to bring in money from outside the
region is one important reason that metal mining’s contribution to state and regional economies may be
more important than the direct employment and income numbers suggest. Metal mining, like timber,
agricultural, and manufacturing activities, is referred to as a “basic” industry, which means that it brings
income into the state from through its export of products. Because the industry “injects” income into the
local economy from firms and households outside the region, it can be argued the industry acts as an

engine that helps to fuel the rest of the economy (Power, 2007).
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Figure 3.4: Metal mining as a source of personal income in Minnesota, 1969-2005 (Source: Power, 2007)

Power (2007) estimates that each of the larger metal mining projects that are currently being proposed or
recently approved would directly add 500 to 800 jobs and a payroll of $30 to $50 million per year to
counties in northeast Minnesota. Also, projected multiplier impacts could result in an additional 1,000-

2,400 jobs and $50 to $115 million in additional wages (Power, 2007). Statewide, the direct impacts of
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one of large facility would be an increase in employment and income of 0.5-0.7% and 1.5-2.0% in added

jobs and income to existing local economies from multiplier effects (Power, 2007).

3.2.2 Project Overview

In February 2005, Minnesota Steel Industries, LLC submitted an Environmental Assessment Worksheet
to the Minnesota Department of Natural Resources, the responsible government unit, that outlined a
proposal to conduct open pit taconite mining by reactivating the former Butler Taconite mine and tailings
basin area. Though the area was initially mined in 1903 and the former Butler Taconite facility was active
from 1967 to 1985, viable ore still remains on-site. Minnesota Steel Industries’ proposed project
combines ore processing, direct reduced iron production, and steel-making into an integrated facility with

the intention of providing steel for the domestic and world markets.

When the project was initially proposed in 2005, Minnesota Steel Industries was a wholly owned
subsidiary of J.M. Longyear Heirs, LLC and R.M. Bennett Heirs, LLC with operating offices in Hibbing
and St. Paul, MN. In August 2007, after the project was ultimately permitted, Minnesota Steel Industries
finalized a purchase agreement with India-based Essar Steel Holdings Limited, a wholly owned
subsidiary of Essar Global Limited. Essar, an emerging steel company, is an international conglomerate
operating in six business areas—steel, oil and gas, power, communications shipping and logistics, and
construction. Just prior to the purchase, Essar acquired Canadian-based Algoma Steel, and the two

purchases combined to form the basis of the company’s North American Strategy.

The proposed project area was located near Nashwauk, MN, on the Mesabi Iron Range. The Mesabi Iron
Range is a major, well-known geologic feature oriented roughly northeast-southwest across more than
120 miles of northeastern Minnesota from near Babbitt to near Grand Rapids. The Mesabi has been the
largest source of iron ore produced in Minnesota since the 19th century and this region of state has made,

and continues to make, Minnesota the predominant source of iron ore in the United States.

Minnesota Steel Industries expected to employ up to 700 people for production, support, and
administration of the mine and processing facility once the project was operational. According to the
project EIS, the proposed project would integrate the steps necessary to make low-cost, high-quality steel
at the former Butler Taconite site, which would also be cleaner and more efficient than traditional steel
plants by using new process and control technologies. Minnesota Steel Industries planned to increase
efficiency by having a continuous flow of materials, keeping the material at an elevated temperature

throughout the process, and eliminating multiple transportation steps.
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In addition to the reactivation of the existing mine and tailings basin, the proposed project included
construction of new facilities that included construction of a crusher/concentrator, pellet plant, a direct
reduced iron plant, and a steel mill consisting of two electric arc furnaces, two ladle furnaces, two thick
slab casters, a tunnel furnace, a hot strip rolling mill, a sheet steel coiler, and construction of a new
tailings basin on the site of the former Butler facility tailings basin. Key project features included:
e An open pit taconite mine capable of mining approximately 13,100,000 metric tons of ore/year.
e A crusher/concentrator plant with an associated tailings basin, producing approximately
3,800,000 metric tons of iron concentrate per year.
o A pelletizer that could produce approximately 3,800,000 metric tons of oxide pellets per year to
be sold or used as a feedstock for DRI production.
e A direct reduced iron facility capable of producing approximately 2,800,000 metric tons per year
of iron pellets for direct feed for steel production.
o A steel mill with two electric arc furnaces, two ladle metallurgy furnace, two thick slab casters,

and a hot rolling mill, which would produce 2,500,000 metric tons of steel slabs per year.

It was estimated that roughly 3.4 tons of crude ore would be converted to 1.35 tons of iron oxide
(taconite) pellets which, in turn, would be converted to 1.12 tons of direct reduced iron pellets and 1 ton
of finished steel product. The primary raw material inputs were iron ore, natural gas, electricity and water.
Mining operations would obtain magnetic taconite ore from a horizon within the Lower Cherty member
of the Biwabik Iron Formation. The iron ore reserves at the proposed site are currently estimated at
roughly 1.4 billion tons over about 100 years of reserves. The Permit to Mine Application stated that the
Butler ore body is potentially the only iron ore available within the Mesabi Iron Range with the proper
grinding characteristics to economically produce low silica pellets suitable for direct reduction iron and
steelmaking. The project would use new haul roads and haul roads already present at the Butler facility to
transport overburden, waste rock and lean ore to the stockpile areas and taconite ore from the mine to the
crusher. Such a practice could reduce the overall stockpile area required. The company planned to use an
existing mine pit and inter-pit haul roads as mine pits were expanded and if in-pit stockpiling was used.
Stockpiling lean ore, waste rock, and possibly surface overburden in mined-out pits typically has
favorable haul distances and minimizes impacts to undisturbed lands and wetlands. To reduce impacts to

the environment, existing haul road alignments and disturbed areas would be used where possible.

For environmental review and permitting purposes, the anticipated mine production period was 20 years

given that this was found to be a common production time window based on historical evidence. It was

Benchmarking Minnesota’s Environmental Review and Permitting Processes for Forestry and Mining 68
(University of Minnesota, Department of Forest Resources)



estimated that roughly 76 million tons of taconite pellets or 55 million tons of steel would be produced
during this 20-year period. In the event the mine had an operational life in excess of 20 years, state law
requires the project to undergo additional environmental review and permitting. Expansion of the
proposed project beyond the boundaries and production rates described in the EIS would necessitate

supplemental environmental review and permit modifications.

After reviewing the EAW submitted in February 2005, the Department of Natural Resources determined
additional data needed to be included in the EAW. Minnesota Steel Industries resubmitted the worksheet
in June 2005 and in July 2005 the Department of Natural Resources prepared a Scoping EAW and a Draft
Scoping Decision Document to provide information about the project, identify potentially significant
environmental effects, and determine what issues and alternatives would be addressed in the EIS and the

level of analysis required.

Minnesota Rules, part 4410.2000, subpart 2, mandated an EIS be prepared for the project. The Minnesota
Rules direct the responsible government unit to prepare an EIS if the project meets or exceeds the
thresholds of any of the EIS categories listed in part 4410.4400, of which metallic mineral mining and
processing is one such category. More specifically, EIS preparation is mandatory for construction of a
new facility for mining metallic minerals or for the disposal of tailings from a metallic mineral mine and
construction of a new metallic mineral processing facility (Minnesota Administrative Rules, Chapter
4410). The EIS is required to meet the applicable requirements of Minnesota Rules, part 4410.0200 to
4410.7800 (Minnesota EQB Rules) that govern the Minnesota Environmental Review Program.
Additionally, by rule, the Department of Natural Resources was the responsible unit for the project.
Because the proposed project needed to obtain a Section 404 permit for wetland alteration from the US

Army Corps of Engineers, it was also necessary that a federal EIS be prepared in accordance with NEPA.

Public notification and opportunities to receive information on the project began during the project
scoping process. A notice of availability for review of the EAW and a Draft Scoping Decision Document
was published in the EQB Monitor in July 2005. In accordance with Minnesota Rules, part 4410.2100,
subpart 3, the notice of availability initiated a 30-day public comment period and the joint state-federal
scoping process. The Department of Natural Resources accepted written and emailed comments on the
draft EAW and a Draft Scoping Decision Document from July 18, 2005, to August 17, 2005. After
considering public comments, the Department of Natural Resources made substantive revisions to the
following sections of the document: Solid Waste; Modified Designs or Layouts; Infrastructure;

Technology Alternatives; Identification of Phased or Connected Actions; Stationary Source Air
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Emissions (Mercury Control Technologies, Sampling/Evaluation for Fine Mineral Fiber Bearing
Material); Vehicle Related Air Emissions; Odor and Noise; Water Appropriation; Cumulative Effects;
Archeological; Fish and Wildlife Resources; Threatened and Endangered Species; Land Use;

Socioeconomics; Traffic; Visual Impacts; Physical Impacts on Water Resources; and Wastewater.

A public meeting was held during the comment period to provide additional information on the project. In
August 2005, the US Army Corps of Engineers published a Notice of Intent to prepare a Draft EIS in the
Federal Register. The comments received during the scoping period were considered in making revisions
to the Draft Scoping Decision Document prior to the Final Scoping Decision Document, made in October
2005 to satisfy the scoping requirements of the Minnesota Environmental Policy Act and NEPA, and
serve as the “blueprint” for preparing the EIS.

Environmental issues identified and described in the Scoping EAW were categorized in the Final Scoping
Decision Document by significance and level of analysis required in the EIS. These three categories are
briefly described below along with a list of topics that are included in each category. The water surface
use and compatibility with plans and land use regulations reviewed by the Department of Natural
Resources and the US Army Corps of Engineers in the Scoping EAW were found to either be irrelevant
or not significant enough to warranted being addressed in the EIS. The Department of Natural Resources
and US Army Corps of Engineers determined that the following topics would not impose significant
impacts, but would be addressed in the EIS using limited information beyond that provided in the Scoping
EAW. The level of information and analysis provided for each topic was commensurate with the

anticipated impacts. These specific topics include:

e Landuse e Vehicle related air emissions
e Vegetative cover types e Archaeology

e Threatened and endangered species e Recreational trails

e Water-related land use management districts e Visual impacts

e Erosion and sedimentation e Infrastructure

e Geologic hazards and soil conditions e Socioeconomics

[} [ )

Traffic Reclamation of mine lands

The Department of Natural Resources and US Army Corps of Engineers also identified the following
topics in the Final Scoping Decision Document that could result in potentially significant impacts and

analyzed more thoroughly in the EIS:

e Physical impacts on water resources e Solid waste
e Water appropriations e Stationary source air emissions
e Surface water runoff e Fish and wildlife resources
e Wastewater/water quality e Noise
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The Final Scoping Decision Document also determined the EIS would evaluate potential cumulative
impacts associated with combined environmental effects of the proposed project and past, present and
reasonably foreseeable future actions relative to air quality (Class I air quality; acid deposition and
ecosystem acidification in Class I areas; mercury; and visibility impairment), threatened and endangered
plant species, wetlands, wildlife habitat and animal travel corridor obstruction/landscape barriers. The

cumulative impacts analysis was presented in the Final EIS.

The Department of Natural Resources considered the comments received during the EIS scoping
comment period, made revisions to the draft Scoping Decision Document, and issued the final Scoping
Decision Document on October 13, 2005. The 15-day issuance was extended by consent of the Proposer
and responsible government unit. In addition to the project extension, the general timeframe for
completing the EIS was extended. Department of Natural Resources staff recall the primary factors
leading to extensions included: significant changes to the project by the proposer which required
additional investigation; required reports of the proposer submitted late; lack of adequate communication
and coordination among government staff, proposer representatives, and consultants; and general
confusion over precisely how responsibility for managing the project would be divided among agency
staff. There is no information in the administrative record that notes the precise length of each extension.
Five days after releasing the Final Scoping Decision Document, the agency issued a summary of EIS
scoping procedures and responses to public comments that were submitted on the Scoping EAW and a

Draft Scoping Decision Document.

Minnesota law requires the responsible government unit (rather than the project proposer) prepare the
EIS. However, given that state agencies do not have the personnel necessary to prepare an EIS,; it is
customary to contract the EIS preparation responsibilities to outside entities mutually agreed-to by the
agency and project proposer. EIS consultants were selected by the Department of Natural Resources in
December 2005, the same month in which an income agreement was sent to Minnesota Steel Industries,
which was later signed after a two-month delay by the proposer. The EIS consultant contract was
approved by the Department of Administration less than two weeks later, which marked the beginning of
the state mandated 280-day EIS timeline and published in the Monitor (Vol. 30, No. 5). In March 2006, a
memorandum of understanding was drafted that allowed for the preparation of a joint state/federal EIS

with the US Army Corps of Engineers and the Department of Natural Resources.
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Less than one year after the EIS notice was published, A Draft EIS was completed and an announcement
was published in the Monitor, February 2007 (Vol. 31, No. 4). The US Army Corps of Engineers
published a notice of the Draft EIS in the Federal Register (Vol. 72, No. 32) just a few days later. A press
release was subsequently published in a local newspaper in the vicinity of the project announcing a public
informational meeting in March. By law, at least 15 working days notice was required between the time
the announcement was made in the Monitor and the date of the public meeting. The public comment
period ultimately extended 12 days beyond the public informational meeting to satisfy the legal
requirement of at least 10 working days between the public meeting and the conclusion of the comment
period. The public comment period lasted a total of 44 days, concluding on March 28, 2007.
The Department of Natural Resource’s analysis for the Draft EIS determined the primary air emission
points would be at the mine, taconite indurating furnace, direct reduced iron modules, and the steel mill
electric arc furnaces. Smaller emission points would include numerous individual material-handling
operations, smaller combustion sources, and cooling towers. All emission points were included in the
evaluation of Best Available Control Technology required under the Prevention of Significant
Deterioration air permitting provisions of the EPA, and some emission points were subject to the
Maximum Achievable Control Technology standards set by the national emission standards for hazardous
air pollutants. The proposed facility was ultimately reviewed as a major source under the Prevention of
Significant Deterioration program, and was also a major source under the National Emission Standards
for Hazardous Air Pollutants (NESHAP) program. As required by Prevention of Significant Deterioration
regulations, Best Available Control Technology emission limits and performance standards were
established for the proposed project during environmental review.” The following studies and analyses
were completed to evaluate air quality issues:

e Emission inventory listing possible sources of air emissions from the plant (stack and fugitive).

e Best Available Control Technology analyses, which propose control technologies for the project

to achieve lowest cost, effective emission levels.
e Compliance strategies for standards requiring Maximum Achievable Control Technology for

control of hazardous air pollutants such as metals and volatile organic compounds.

> The following control technologies were proposed as Best Available Control Technology:
Clean Fuels (Natural Gas) for SO2, NOx, PM, and PM10

Good Combustion Practices for CO, VOC, PM, and PM10

Enclosures with Fabric Filter for PM, PM10

Enclosures with PM Wet Scrubbers for PM, PM10

Low NOXx, ultra low NOx, and oxy fuel burners for NOx

Wet Scrubbers for PM, PM10

Absorber/Wet Scrubber for SO2, fluorides (F), and sulfuric acid mist (SAM)

Pb, F, and SAM Control Performance Monitored via SO2 and PM emissions limits
Best Practices for Fugitive Dust Control via a Fugitive Dust Control Plan
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e A Class I Area Impacts Analysis using the California Puff model to simulate the long-range
transport of project emissions and determine the impact of project-related air emissions on Class |
increments, visibility and other air quality related values for Voyageurs National Park, the
Boundary Waters Canoe Area Wilderness, Isle Royale, and Rainbow Lake Wilderness Area.

o A Class II Area Impacts Analysis to evaluate air quality effects of the project outside of the
designated ambient air quality boundary and demonstrate compliance with National and
Minnesota Ambient Air Quality Standards or the Prevention of Significant Deterioration
increments.

e A review of potential mercury emissions from the project and an evaluation of mercury emission
reduction alternatives.

e Human health and ecological risk assessments of potential impacts from the project.

More than 120 written comments were received on the Draft EIS during the public comment period that
ran from February 12 to March 28, 2007. Although the vast majority were in support of the project, the
Department of Natural Resources received a substantial number of comments expressing concern over
specific aspects or that adamantly opposed the project. Comments were also submitted that opposed the
project in general or regarding impacts to recreational access, water availability, and aesthetic or
ecological values. During the public comment period the US Army Corps of Engineers submitted a letter
rating the Draft EIS “Environmental Concerns—Insufficient Information (EC-2),” due to concerns about
wetlands classification and mitigation, water quality impacts, tribal resource uses, evaluation of connected
actions, and ground water evaluation. Additionally, the Minnesota Center for Environmental Advocacy
emerged as a highly visible critic of the proposed project on the grounds that the EIS underestimated

negative environmental effects related to excessive water withdrawals.

Approximately 150 individuals attended an informational meeting held by the Department of Natural
Resources on the Draft EIS on March 12, 2007. Ten individuals voiced their opinion on the project. None
were in opposition although some expressed concerns about impacts to water availability, use of inferior
pollution control technologies, and general aesthetic and environmental concerns. The transcript for the
meeting also noted routine applause from members of the audience following statements made by
individuals that strongly supported the project suggesting that many individuals in the audience not
providing oral comments may have shared similar sentiments, although it is not clear whether comments

opposing the project were received after oral comments were presented.
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In response to public comments, the Department of Natural Resource made substantive revisions to the
EIS including: physical impacts on water resources—wetlands, water appropriation, physical impacts on
water resources—non-wetlands, wastewater/water quality, solid waste, stationary source air emissions,
noise, threatened and endangered species—animals, and ambient air quality boundary. Notice of the Final
EIS availability was published in the Moniftor in mid-May (Vol. 31, No. 13), approximately 50 days after
the public comment period closed. The Department of Natural Resource supplied a local newspaper with
a press release announcing the availability of the Final EIS on February 12, 2007. The US Army Corps of
Engineers published a notice of the Draft EIS in the Federal Register four days later (Vol. 72, No. 32).
Both the state and federal public comment periods came to a close on July 3, 2007. On August 10, 2007,
the Department of Natural Resource Commissioner signed the Adequacy Decision declaring that the Final
EIS sufficiently addressed the issues identified in the final Scoping Decision Document; described the
proposed action; analyzed significant environmental impacts; adequately presented methods by which
adverse environmental impacts can be mitigated; adequately presented the economic, employment, and
sociological effects; provided responses to substantive comments received; and was prepared in
compliance with the procedures of the Minnesota Environmental Policy A