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BEFORE THE ILLINOIS POLLUTION CONTROL BOARD

In the Matter of: )

) R2018-20
AMENDMENTS TO ) (Rulemaking — Air)
35 ILL. ADM. CODE 225.233, )
MULTI-POLLUTANT STANDARDS (MPS) )

NOTICE OF FILING

PLEASE TAKE NOTICE that I have filed today with the Illinois Pollution Control Board the
attached ENVIRONMENTAL GROUPS’ PREFILED QUESTIONS FOR DEAN ELLIS,
EXECUTIVE VICE PRESIDENT FOR REGULATORY AND GOVERNMENT
AFFAIRS FOR DYNEGY INC., copies of which are served on you along with this notice.

Respectfully Submitted,

Lindsay Dubin

Environmental Law & Policy Center
35 E. Wacker Dr., Suite 1600
Chicago, IL 60601

ldubin@elpc.org

(312) 795-3712

Dated: January 2, 2018
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BEFORE THE ILLINOIS POLLUTION CONTROL BOARD

In the Matter of: )

) R2018-20
AMENDMENTS TO ) (Rulemaking — Air)
35 ILL. ADM. CODE 225.233, )
MULTI-POLLUTANT STANDARDS (MPS) )

ENVIRONMENTAL GROUPS’ PREFILED QUESTIONS FOR DEAN ELLIS,
EXECUTIVE VICE PRESIDENT FOR REGULATORY AND GOVERNMENT
AFFAIRS FOR DYNEGY INC.

1. On pages 1-2 of your testimony you state that “Overall, my testimony demonstrates that
the proposal allows Dynegy to make economically rational decisions on how to run its
plants while complying with the MPS, which will help to ensure the viability of the entire
[linois fleet given the uncertain economic and regulatory landscape the plants currently
face.”

a. Is it fair to say that Dynegy’s primary purpose for seeking this revision is
economics?

b. What do you mean by “viability of the entire Illinois fleet” here?

2. On page 5 of your testimony, you reference capital expenditures for pollution controls at
the “Baldwin, Havana, Hennepin, Vermilion, and Wood River Energy Centers.”

a. Are some of these plants or units at these plants closed or mothballed? If so, why
are expenditures at units that are closed relevant?

b. Have any of the capital expenditure for pollution controls you referenced been for
scrubbers that will not be run if the MPS Revision is adopted?

c. Have any of the capital expenditure for pollution controls you referenced been for
scrubbers at plants that will be run at a lower capacity if the MPS Revision filed
with the Pollution Control Board by the Illinois Environmental Protection Agency
on October 2, 2017 (“MPS Revision”) is adopted?

d. Have any of the capital expenditure for pollution controls you referenced been for
scrubbers at plants that will be retired or mothballed if the MPS Revision is
adopted?

3. On page 5 of your testimony, you indicate “over $1 billion was spent on
environmental improvements at the Coffeen, Duck Creek, Edwards and Newton Energy
Centers.”
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a. Are some of these plants or units at these plants closed or mothballed? If so, why
are expenditures at units that are closed or mothballed relevant?

b. Have any of the capital expenditure for pollution controls you referenced been for
scrubbers that will not be run if the MPS Revision is adopted?

c. Have any of the capital expenditure for pollution controls you referenced been for
scrubbers at plants that will be run at a lower capacity if the MPS Revision is
adopted?

d. Have any of the capital expenditure for pollution controls you referenced been for
scrubbers at plants that will be retired or mothballed if the MPS Revision is
adopted?

4. On page 10 of your testimony you state “The steep decline in energy prices coupled
with the rate-based emission limits under the current MPS has caused Dynegy to bid and
operate some units into the energy market at prices below their costs solely to ensure
that these units are selected and utilized so that the overall fleet emissions rate stays
below the MPS limit.”

a. How do you calculate the cost of a unit? What elements/expenses are used to
calculate cost for each plant?

b. Did you factor “impairments” into the cost of the units when discussing the cost
of the units in this portion of your testimony? See e.g. Dynegy Inc. Form 10-Q for
the U.S. Securities and Exchange Commission at 19 (Nov. 1, 2017)." If so:

1. Which plants/units in the proposed MPS group have impairments?
1. What are the values of those impairments for each plant/unit?

iii. To what do you attribute those impairments?

c. What was the annual cost of each unit in the proposed MPS group for the last
three years?

d. What is the annual operating income of each unit in the proposed MPS group for
the last three years?

€. Which units has Dynegy bid in and operated at prices below their costs?

! Available at http://services.corporate-

ir.net/SEC/Document.Service?id=P3VybD 1hSFIwYORvdkwyRndhUzUwWIc1cmQybDZZWEprTG1OdmITOWti
M2R1Yke5aFpDNXdJhSEEvWVAOMGFXOXVQVkIFUmlacGNHRm5aVDB4TVRaMk5qVTFOQ1p6ZFdKemF
XUTIOVGMI9InR5cGUIMiIZmbj1 EeWSIZ3IJTbmNfMTBRXzIwMTcxMTAxLnBkZg==
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iv.  Will Dynegy run those units less if the MPS is revised? Even if Dynegy
has no firm plans to do so, has Dynegy ever considered doing this?

v. Will Dynegy retire or mothball those units if the MPS is revised? Even if
Dynegy has no firm plans to do so, has Dynegy ever considered doing
this?

. Referring to the last paragraph of Section III of your testimony on page 11, under the
current MPS are the Coffeen and Duck Creek plants being dispatched at a loss?

a. If so, when are they being dispatched at a loss?
b. If so, why are they being dispatched at a loss?

c. Do those plants emit the lowest rate (in lbs/MMBtu) of sulfur dioxide (“SO,”’) and
nitrogen oxides (“NOx”) in the Dynegy fleet subject to the MPS Revision?

d. Under the MPS Revision, instead of Coffeen and Duck Creek plants being
dispatched at a loss, does Dynegy expect to dispatch other lower cost but higher
emitting plants before Coffeen and Duck Creek? And if that is the case, will SO,
emissions on a rate-based level (IbssMMBtu) be higher?

e. Was Dynegy aware of the fact that the Coffeen and Duck Creek plants would be
more expensive to run than other plants subject to the MPS Revision when it
purchased these plants?

On page 15 of your testimony you state that “another 3,000 megawatts in the MPS 1is at
risk of shutdown for the economic reasons I have described. If the energy and capacity
market conditions continue in their present states and the MPS remains an emissions-rate
based program, Dynegy will likely have to retire more plants.”

a. What was the basis for your conclusion that another 3,000 megawatts in the MPS
is at risk? If you relied upon any analysis and calculations for that conclusion,
please provide those.

b. Are the units that Dynegy operates at prices below their costs the likeliest plants to
shut down under this scenario?

On page 14 of your testimony you state that “If the emission caps were to be reduced
when a unit retires, the ability of the existing units to replace the lost generation of the
retired units would be adversely affected, thereby negatively impacting electricity
reliability, as well as further reducing the economic viability of the remaining units.”

a. Isn’t this only true if a scrubbed unit retires? If no, please explain with
calculations.
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b. Why would Dynegy shut down units if those units might be needed to generate
electricity?

8. Has Dynegy operated scrubbed units in the MPS group in excess of the demand for that
plant’s electricity or capacity? If so, when did Dynegy do so?

9. Has Dynegy operated scrubbed units in the MPS group when the power from those units
could not be and was not sold on the market? If so, when?

10. Has Dynegy ever been paid for the electricity generated in excess of demand at times
when the company was operating scrubbed units in order to achieve the fleetwide average
emission rate necessary for compliance with the MPS? If so, please describe the
circumstance under which this occurred?

11. If all other conditions were the same, would it be less expensive to operate a unit that has
a scrubber installed without running its scrubber than it is to operate that unit that has a
scrubber installed, but with the scrubber running?

12. This MPS proposal is designed in part to provide Dynegy with regulatory certainty.
a. What regulatory uncertainty is Dynegy experiencing?

b. How is an unchanging fleetwide average rate-based limit of .19 or .23 Ib/MMBtu
SO, emission limit causing regulatory uncertainty?

13. Dynegy President and CEO Bob Flexon’s presentation at the J.P. Morgan Energy Equity
Investor Conference states that the remaining fleet in Dynegy’s coal portfolio is “cash
neutral to cash positive.” Robert Flexon, President and CEO, Dynegy Inc. J.P. Morgan
Energy Equity Investor Conference at 4 (June 28, 2017).> What does it mean to be “cash
neutral to cash positive?”

14. This same presentation of Mr. Flexon’s at the J.P. Morgan Energy Equity Investor
Conference states that Dynegy’s Coal Portfolio “Benefits significantly from rising gas
environment.” Id.

a. How does Dynegy’s coal portfolio benefit from the rising gas environment?

b. Page 9 of your testimony states “with the advent of substantial gas production
from shale deposits, and the resultant significant increases in availability and
decreases in price of domestic natural gas supplies, natural gas-fired generation is
beginning to displace coal-fired generation, because the decreasing fuel costs of
natural gas-fired generation enable these plants to be bid into the energy markets
at lower prices.” Can you please reconcile this statement with Mr. Flexon’s

2 Available at http://phx.corporate-
ir.net/External.File?item=UGFyZW50SUQ9NjcONDc2{fENoaWxkSUQ9IMzgyNjcwiFR5cGUIMQ=—=&t=1.
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statement about Dynegy’s coal portfolio benefitting from the rising gas

environment?

15. If IEPA’s proposed MPS revisions are implemented, might Dynegy operate any of its

units that have scrubbers installed without the scrubbers running?

a. If so, how does Dynegy justify not running scrubbers that were installed for the
express purpose of reducing emissions that adversely affect public health and for

which, presumably, Dynegy’s shareholders have already paid?

Respectfully submitted,

Christie Hicks

Manager, Clean Energy Regulatory
Implementation

Environmental Defense Fund

18 S. Michigan Ave., 12™ Fl.
Chicago, IL 60603

(314) 520-1035

Faith Bugel

Attorney on behalf of Sierra Club
1004 Mohawk

Wilmette, IL 60091
fbugel@gmail.com

Date: January 2, 2018

Lindsay P. Dubin

Environmental Law & Policy Center
35 E. Wacker Drive, Suite 1600
Chicago, IL 60601

(312) 795-3726

Brian P. Urbaszewski

Director, Environmental Health Programs

Respiratory Health Association
1440 W. Washington Blvd.
Chicago, IL 60607

(312) 628-0245
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BEFORE THE ILLINOIS POLLUTION CONTROL BOARD

In the Matter of: )
) R2018-20
AMENDMENTS TO ) (Rulemaking — Air)
35 ILL. ADM. CODE 225.233, )
MULTI-POLLUTANT STANDARDS (MPS) )
CERTIFICATE OF SERVICE

The undersigned certifies that a true copy of the foregoing NOTICE OF FILING and
ENVIRONMENTAL GROUPS’ PREFILED QUESTIONS FOR DEAN ELLIS,
EXECUTIVE VICE PRESIDENT FOR REGULATORY AND GOVERNMENT
AFFAIRS FOR DYNEGY INC. on behalf of the Environmental Law & Policy Center in
R2018-20 were served upon the attached service list by e-mail on January 2, 2018.

SERVICE LIST:

Marie Tipsord, Hearing Officer
Mark Powell, Senior Attorney
Don Brown, Clerk of the Board
Illinois Pollution Control Board James R.
Thompson Center Suite 11-500
100 W. Randolph Street
312-814-3461

Chicago, Illinois 60601
don.brown@illinois.gov
mark.powell@illinois.Gov
marie.tipsord@illinois.Gov

Gina Roccaforte

Dana Vetterhoffer

Illinois Environmental Protection Agency
1021 North Grand Avenue East

P.O. Box 19276

Springfield, IL 62794-9276

Lindsay Dubin

Environmental Law & Policy Center
35 E. Wacker Dr., Suite 1600
Chicago, IL 60601

ldubin@elpc.org

(312) 795-3712

Eric Lohrenz

Ilinois Department of Natural Resources
One Natural Resources Way

Springfield, IL 62702-1271
217-782-1809 (phone)

217-524-9640 (fax)
eric.lohrenz@illinois.gov

Amy C. Antoniolli
Joshua R. More
Ryan Granholm
Schiff Hardin LLP
233 S. Wacker Drive
Suite 6600
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217-782-5544 (phone)
217-782-9807 (fax)
gina.roccaforte@illinois.gov
dana.vetterhoffer@jillinois.gov

Andrew Armstrong

Office of the Attorney General
500 South Second Street
Springfield, IL 62706
217-782-9031 (phone)
217-524-7740 (fax)
aarmstrong(@atg.state.il.us

James Gignac

Matthew J. Dunn

Stephen Sylvester

Office of the Attorney General
69 West Washington Street, Suite 1800
Chicago, IL 60602
312-814-2634 (phone)
312-814-2347 (fax)
jgignac(@atg.state.il.us
mdunn(@atg.state.il.us
ssylvester@atg.state.il.us

Katy Khayyat

Department of Commerce & Economic
Opportunity

Small Business Office

500 East Monroe Street

217-785-6162 (phone)

Springfield, IL 62701
katy.khayyat@illinois.gov

Chicago, IL 60606
312-258-5769
aantoniolli@schiffhardin.com
jmore@schiffhardin.com

rgranholm(@schifthardin.com

Greg Wannier

Staff Attorney

Sierra Club

2101 Webster St., Suite 1300
Oakland CA 94612
greg.wannier@sierraclub.org

Faith Bugel
Attorney at Law
1004 Mohawk
Wilmette, IL 60091
fbugel@gmail.com

Katherine D. Hodge
HelperBroom LLC
4340 Acer Grove Drive
500 East Monroe Street
Springfield, IL 62711
217-523-4900 (phone)
217-523-4948 (fax)

khodge@heplerbroom.com
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