BEFORE THE ILLINOIS POLLUTION CONTROL BOARD
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)
AMENDMENTS TO ) R18-20
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NOTICE OF FILING
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BEFORE THE ILLINOIS POLLUTION CONTROL BOARD

In the Matter of: )

)
AMENDMENTS TO ) R18-20
35ILL. ADM. CODE 225.233, ) (Rulemaking — Air)
MULTI-POLLUTANT STANDARDS (MPS) )

RESPONSES TO QUESTIONS FOR DYNEGY’S WITNESSES
NOW COME Dynegy Midwest Generation, LLC, Illinois Power Generating Company,

Illinois Power Resources Generating, LLC and Electric Energy, Inc. (collectively, “Dynegy”), by
their attorneys, Schiff Hardin LLP, and hereby respond to questions raised during the January 17
and 18, 2018 hearings and the January 29, 2018, Hearing Officer Order.

I. Questions for Dynegy Witnesses from the First Hearing

1. Does Dynegy sponsor environmental projects in its host community? (IPCB
Technical Staff, Alisa Liu, Jan. 18,2018 Tr., pg. 110-11)

Dynegy sponsors a number of projects related to the environment. As one example, we
undertook one of the largest reforestation projects in the world for the sole purpose of carbon
offset. Specifically, in 1999, Dynegy partnered with the U.S. Fish and Wildlife Service and others
to restore more than 45,000 acres of hardwood forests. The project involved planting more than
two million hardwood seedlings on state and federally protected lands in Arkansas, Kentucky,
Louisiana, Mississippi, Tennessee, Alabama, and Oklahoma in the Lower Mississippi River Valley
and is projected to remove more than 6 million tons of carbon dioxide (“CO.”) over its 60-year
term. In 2012, the project was registered under the Verified Carbon Standard, the first U.S. forest

carbon offset project to receive this certification. This project was not performed in connection



with Dynegy meeting its obligations under a Consent Decree entered with the United States to
resolve alleged Clean Air Act violations.

In Illinois, Dynegy has funded prairie, bottomland hardwood and savannah restoration
projects in partnership with the Illinois Conservation Foundation. We also beneficially reuse
coal combustion residuals (“CCR”) produced at our coal-fired generation units, including
through agreements with cement manufacturers that incorporate the material into cement
products, helping to reduce CO, emissions from the cement manufacturing process. In addition,
working with the Illinois Department of Natural Resources (“IDNR”), Dynegy allows public
access to many of our cooling ponds/lakes for recreational use, including fishing and boating.

Dynegy has also sponsored environmental projects in connection with Consent Decree
obligations, including truck stop electrification projects to reduce particulate matter, NOx,
volatile organic compounds, and CO; emissions; clean diesel retrofits for school busses and
municipal fleets; and donation of more than 1,000 acres of land to the IDNR.

Attached as Exhibit A is a list of voluntary environmental and community projects
performed by or at our coal-fired generating stations located in Illinois.

2. Would Dynegy be willing to produce a report with dates and times when the Duck

Creek and Coffeen Plants were run at a loss for purposes of MPS compliance over a
three-year period? (IL AG, James Gignac, Jan. 18,2018 Tr., pg. 133)

Dynegy is providing a chart depicting the percentage of time units at Coffeen and Duck
Creek were bid into MISO as “must-run” units, primarily to ensure compliance with the MPS, and
a table showing the number of days when the units were bid as “must-run” and they operated at a

loss. The chart and table are included as Exhibit B.



3. Can you provide a written analysis supporting your claim that the scrubbed plants
will not be retired or mothballed if the proposal is granted? (Env. Groups, Lindsay
Dubin, Jan. 18, pg. 152)

Illinois EPA’s proposal would grant Dynegy needed flexibility, improving the viability of
the entire Illinois fleet. Dynegy’s goal in supporting the proposal is to make the entire fleet,
including each individual plant, cash-flow positive. Id. at 103:12-14. Currently, as set forth in
Exhibit B, Dynegy is forced to dispatch Duck Creek and Coffeen at a loss. Dynegy does not intend
or expect to retire or mothball any units solely as a result of the adoption of the proposal. See Jan.
18,2018 Tr. 115:10-13.

4. How much of the time did Duck Creek and Coffeen receive an energy price at or
above their marginal cost of operation? (IL AG, James Gignac, Jan. 18,2018 Tr.,

pg. 150)

See Exhibit B, which shows each time Duck Creek and Coffeen were bid into MISO and
received an energy price below their marginal cost. At all other times the Duck Creek and Coffeen
units were bid into MISO they received an energy price at or above their marginal cost.

5. Can you put an analysis into writing regarding your answer to environmental
. groups’ pre-filed question 6.a., that 3000 MW of generation in the MPS are cash

flow neutral to negative and effectively at risk? (Env. Groups, Lindsay Dubin, Jan.
18,2018 Tr., pg. 156-57)

Dynegy cannot provide the specific information requested because it contains highly
confidential business information that has competitive value. As a whole, the Illinois fleet is cash-
flow negative. Specifically, for the nine months ending September 30, 2017, the “MISO” segment
reported an operating loss of $90 million and the “IPH” segment reported an operating income of
$ 40 million, for a total net operating loss of $50 million for the MPS fleet. For the year ending
2016, the “MISO” segment reported an operating loss of $745 million and the “IPH” segment
reported an operating loss of $87 million. For the year ending 2015, the “MISO” segment reported

an operating loss of $92 million, and the “IPH” segment reported an operating income of $49



million, for a total net operating loss of $43 million for the MPS fleet. The operating income/loss
does not include the cost of capital expenditures.
6. Can you provide Dynegy’s 5-year forecasts which would include, if possible,

capacity factor forecasts, some metric of how often the units run, etc.? (IL AG,
Andrew Armstrong, Jan. 18, 2018, pg. 158)

Dynegy cannot provide this information because it contains highly confidential business
information that would give our competitors significant information about how we view the
operations of our plants. Furthermore, we believe the appropriate metric for evaluating the
environmental benefits of the proposal is to compare the allowable emissions under the current
MPS with the proposal. The proposal will result in an approximate 17% reduction in allowable
SO2 emissions and 24% reduction in allowable NOx emissions.

7. Questions from IPCB Assistant Attorney Tanya Rabczak (Jan. 18, 2018 Tr., pg. 179°
and 186):

a) How [does Dynegy] control [its] capacity?

Dynegy performs regular maintenance to ensure that its units are available when called
upon by MISO. When Dynegy bids units into MISO, it identifies the capacity that is available.
However, not all available capacity will necessarily be utilized by MISO. MISO, not Dynegy,
determines which units will run and how much they will run.

b) How [does Dynegy] decide which plants run at which time?

As discussed during the first hearing (Jan 18, 2018 Tr., pg. 180), for the most part, MISO
determines which units run. For example, as set forth on Exhibit B, Dynegy can bid units in as
“must-run.” However, as depicted on Exhibit B, when the units are bid in as “must run” they often

operate at a loss.



c) Which plants run at what capacity?

We are obligated to offer the units up to the capacity that we’ve sold into the MISO capacity
market. There are a number of factors that affect each unit’s available capacity, including, for
example, ambient air temperatures, river temperatures, and slagging and fouling in the boiler
components. As discussed above, MISO determines how much of Dynegy’s available capacity
will be needed.

d) How [does Dynegy] control the emission rates?

Emission rates are dependent on the various inputs and outputs of each unit. Jan. 18, 2018
Tr. at 182:7-9. Specifically, SO, emissions are primarily dependent upon the sulfur content of the
coal and the control efficiency of any pollution controls. All of Dynegy’s MPS plants have
switched from the use of high sulfur coal to low sulfur coal which alone can result in up to 85%
lower SO emissions. In 2017, all of the coal delivered to Dynegy’s MPS units came from mines
in the Powder River Basin (“PRB”) coal region located near Gillette, Wyoming. In addition to
using low sulfur coal, the Coffeen and Duck Creek generating stations utilize Flue Gas
Desulfurization (FGD) devices and the Baldwin and Havana generating stations utilize Spray
Dryer Absorbers (i.e. dry scrubbers) to reduce SOz emissions.

NOx emissions at each of the MPS plants are reduced by combustion controls, post-
combustion controls or a combination of the two. Dynegy units use three primary means to reduce
NOx emissions: low NOx burners, overfire air, and Selective Catalytic Reduction.

e) How [does Dynegy] control capacity factor?

The capacity factor is determined by how many megawatt hours the unit produces, which
is primarily determined by MISO. MISO selects offers from all of the available resources and,

through an algorithm, determines on a day-ahead and hourly basis which units to run.



f) How does [the] MPS change what and how [Dynegy bids] into both capacity
markets and energy markets, and how does that affect specifically the units
that are under threat of shutdown?

Dynegy closely monitors each MPS group’s fleet average emission rate. On a number of
occasions, in order to meet the fleet-wide average emission rate set by the MPS, Dynegy has bid
lower-rate units into MISO as “must-run” units at a price that does not cover costs. This is typically
done several times a year, in a variety of circumstances. Jan. 25,2018 Tr. at 131:17-18. Exhibit
B contains more detailed information about when Dynegy has bid units into MISO at a loss, often
to ensure compliance with the emission rate set by the MPS. The practice of operating certain
units at a loss is detrimental to the overall viability of Dynegy’s fleet. Pre-filed Test. of R. Diericx
at11.

g) [W]ould that change what happens to the unit that is under threat of
shutdown if the proposal as proposed is accepted?

The proposal would allow Dynegy to operate its Illinois coal-fired generation fleet in a
more economically rational manner. Specifically, if adopted, Dynegy will no longer need to bid
units at Coffeen and Duck Creek into the market at a loss to ensure compliance with the MPS.
Instead, Dynegy will be able to bid units into MISO in a way that will ensure those units cover
their costs when they are called upon. This will increase the economic viability of the Illinois fleet
as a whole. However, neither the MPS nor the MPS revision alone will determine whether any
units are or are not mothballed or retired.

II.  Questions from the January 29, 2018, Hearing Officer Order

1. [D]oes Dynegy, IEPA, or any other participant plan to provide testimony at the next
hearings, which are scheduled in Edwardsville in March 2018, to address the
proposed rules’ health effects from exposure to SOz and NOx emissions from MPS
sources?

In response to this question, [EPA stated that allowable emissions will decrease and actual

emissions may increase, decease or stay the same under both the current MPS as well as the
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proposal. On February 6, 2018, the Environmental Groups submitted pre-filed testimony of Brian
Urbaszewski, which asserts, without any support, that the proposal will adversely affect human
health.

In response to the Hearing Officers’ question and the Environmental Groups’ pre-filed
testimony, Dynegy engaged toxicologist Dr. Lucy Frasier to provide an expert opinion on the
health effects of SO2 under the proposed rule. Dr. Frasier’s report is attached as Exhibit C. The
report also provides a toxicologist’s perspective of the protectiveness of the SO NAAQS. Dr.
Fraiser will be available at the March 6, 2018 hearing to answer any questions on the attached
report. As Dr. Frasier and IEPA conclude, there will be no adverse impact on human health as a

result of adopting the proposed amendments to the MPS.



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 DYNEGY’S
WITNESSES, copies of which are served on you along with this notice.

Respectfully Submitted,

-

Justin Vickers

Environmental Law & Policy Center
35 E. Wacker Dr., Suite 1600
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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 DYNEGY’S
WITNESSES

The Environmental Groups hereby files its additional pre-filed questions for Dynegy’s

witnesses in this matter pursuant to the Hearing Officer Order issued on January 29, 2018.

1. Turn to Attachment A below, which is Dynegy’s 10-K SEC filing for 2017 (“2017 10-
K”). On pages 2-3 of the 2017 10-K, can you confirm that Dynegy combined the MISO
segment and IPH segment into a single MISO segment?

2. Turn to Attachment B below, which Dynegy’s 8-K SEC filing filed with the SEC on
February 21, 2018 and provides a summary of Dynegy’s Full-Year 2017 Financial
Results (“8-K”). Turn to Exhibit 99.1 in the 8-K. Dynegy provided the 2017 year-end
“Operating Cash Flow” and “Adjusted Free Cash Flow” for the entire Company.

a. Can you provide the value for “Operating Cash Flow” for the MISO segment
(combining the former IPH and MISO segments) for the same period?

b. Can you provide the value for “Adjusted Free Cash Flow” for the MISO segment
(combining the former IPH and MISO segments) for the same period?

c. If the answer is no to the previous two questions, can you provide working capital
requirements for the MISO segment (combining the former IPH and MISO
segments) for this time period?

d. Can Dynegy provide a breakdown of the 2017 year-end “Operating Cash Flow”
and “Adjusted Free Cash Flow” for each plant in the MISO segment?

3. Turn to Attachment C below, which is Dynegy’s Schedule 14A filed with the SEC on
January 25, 2018 (“Schedule 14A”). Turn to page 316 of the 2018 Schedule 14A, which
is the UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED
BALANCE SHEET of Vistra Energy and Dynegy.

a. Property, plant, and equipment belonging to Dynegy is listed here at a historical
value of $8,929 million, correct?



b. Does the $308 million next to that under “Pro Forma Adjustment” reflect Vistra
valuing Dynegy’s property, plant, and equipment more highly than the value that
Dynegy historically placed on it?

c. Turn to page 322, heading Q. Is the $308 million increase attributable to
recording “Dynegy’s property, plant and equipment, at their respective estimated
fair values™?

d. Does the $308 million described above indicate the “fair value of Dynegy’s
property, plant and equipment is estimated to be approximately $9.2 billion”?

e. Is any of this increase attributable to the MISO segment (or formerly MISO and
IPH segments)?

4. On page 3 of Dynegy’s Responses to Questions for Dynegy’s Witnesses filed on
February 16, 2018 in this rulemaking, Dynegy states that the “Illinois fleet is cash-flow
negative” and provides financial information detailing the operating loss or operating
income of the MISO and IPH segments for over the 2015-2017 time period.

a. Does Dynegy treat “cash-flow negative” and “operating loss” as the same
concept? In other words, does Dynegy use these two terms as synonyms?

i. If yes, how does Dynegy calculate “cash-flow negative” or “operating
loss?”

ii. Ifno, how does Dynegy calculate “cash-flow negative”? How does
Dynegy calculate “operating loss™?

b. Does Dynegy’s 2017 10-K (Attachment A) contain any information that
documents the negative cash flow for the MISO segment (or formerly MISO and
IPH segments)?

i. Ifnot, can Dynegy provide to the parties in this rulemaking any other
document that establishes that the Illinois fleet is cash-flow negative?

c. Does Dynegy’s 2017 10-K (Attachment A) contain any information that
documents the negative cash flow for any of the individual plants in the MISO
segment (or formerly MISO and IPH segments)?

i. Ifnot, can Dynegy provide to the parties in this rulemaking any other
document that establishes that individual plants in the MISO segment are
cash-flow negative?



5. Exhibit B of Dynegy’s Responses to Questions for Dynegy’s Witnesses filed on February
16, 2018 in this rulemaking includes a summary by unit of the number of days that units
were dispatched at a loss. Please provide the gross margin for each of those units for each
year.

6. On page 108 of the January 18, 2018 Hearing Transcript, Dean Ellis responded to the
following question: “Does Dynegy use adjusted EBITDA as its measure when
representing to the SEC and its shareholders the success of the fleet's operating
performance?” Mr. Ellis stated: “We report our adjusted EBITDA as one metric, but it's
not the only metric.”

a. What are all the other metrics Dynegy uses when reporting the fleet’s operating
performance to the SEC?

b. What are all the other metrics Dynegy uses when reporting the fleet’s operating
performance to shareholders?

7. On page 144 of the January 18, 2018 transcript, Mr. Ellis discusses marginal cost of
production.

a. How does Dynegy define “marginal cost of production?”

b. Is “marginal cost of production” the same as “operating costs” listed in
Attachment A at page 577

i. If not, for the last reporting period, what was the marginal cost of
production for the Illinois fleet?

c. For the last reporting period, what was the gross margin for each plant in the
Illinois fleet?

8. Turn to Attachment D’ below, which is Form 425 filed with the SEC on February 27,
2018, the transcript of Vistra Energy’s most recent earnings call on February 26, 2018.

a. On p. 24-25 where Curt Morgan, Vistra’s CEO, responds to Michael Lapides’
of Goldman Sachs’ question and refers to MISO, is it Dynegy’s understanding
that he is referring to Dynegy’s Illinois fleet?”

b. What is Dynegy’s understanding of Curt Morgan’s statement regarding
“shrinking of the size of our generation?

c. What is Dynegy’s understanding of Curt Morgan’s statement that “we’ve got a

! Page numbers have been added to the document for convenience.
2 The transcript has a typo of “MICO?” rather than “MISO” throughout this section.

3



portfolio optimization exercise to do no different than what we did in Texas”?

d. Is Curt Morgan’s assessment of the Illinois Fleet that it had “decent financial

performance as of late”?

e. Please turn to page 5, which discusses Vistra creating a new segment called the
Asset Closure segment. What is Dynegy’s understanding of the Asset Closure

segment?

f. Can Dynegy provide in this rulemaking the additional analysis related to
Dynegy’s MISO assets that Dynegy provided FERC on February 5 as referenced

on page 8?

Respectfully submitted,

it & el

Faith Bugel

Attorney on behalf of Sierra Club
1004 Mohawk

Wilmette, IL 60091
fbugel@gmail.com
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Elizabeth Toba Pearlman

Staff Attorney/Clean Energy Advocate
Natural Resources Defense Council
20 North Wacker Drive, Suite 1600
Chicago, IL 60606

(312) 995-5907

tpearlman@nrdc.org

Dated: March 2, 2018

Justin Vickers

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

(312) 795-3736

Brian P. Urbaszewski

Director, Environmental Health Programs
Respiratory Health Association

1440 W. Washington Blvd.

Chicago, IL 60607

(312) 628-0245



BEFORE THE ILLINOIS POLLUTION CONTROL BOARD

In the Matter of: )
) R2018-20
AMENDMENTS TO ) (Rulemaking — Air)
35ILL. 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 DYNEGY’S
WITNESSES on behalf of the Environmental Law & Policy Center in R2018-20 were served
upon the attached service list by e-mail on March 2, 2018.

SERVICE LIST:

Marie Tipsord, Hearing Officer
Mark Powell, Senior Attorney
Don Brown, Clerk of the Board
Illinois Pollution Control Board James R.
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100 W. Randolph Street
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Chicago, Illinois 60601
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Gina Roccaforte

Dana Vetterhoffer

Illinois Environmental Protection Agency
1021 North Grand Avenue East

P.O. Box 19276

Springfield, IL 62794-9276

Justin Vickers

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

(312) 795-3736

Eric Lohrenz

Illinois 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
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MULTI-POLLUTANT STANDARDS )
(MPS) )
NOTICE OF FILING

PLEASE TAKE NOTICE that I have filed with the Illinois Pollution Control Board the
Additional Pre-Filed Questions of the Illinois Attorney General’s Office for Dynegy’s Witnesses,

a copy of which is hereby served upon you.

Respectfully submitted,
PEOPLE OF THE STATE OF ILLINOIS,

BY: LISA MADIGAN,
Attorney General of the State of Illinois

BY: /s/ James P. Gignac

JAMES P. GIGNAC
Environmental and Energy Counsel
Illinois Attorney General’s Office
69 W. Washington St., 18th Floor
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SERVICE LIST

Don Brown, Assistant Clerk

Mark Powell, Hearing Officer

Marie Tipsord, Hearing Officer
Illinois Pollution Control Board

100 W. Randolph Street, Suite 11-500
Chicago, IL 60601
don.brown@illinois.gov
Mark.Powell@lllinois.Gov

Marie.Tipsord@]lllinois.Gov
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Ryan Granholm

Caitlin Ajax
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rgranholm@schiffhardin.com
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Greg Wannier

Sierra Club Environmental Law Program
2101 Webster Street, Suite 1300
Oakland, CA 94612

greg.wannier(@sierraclub.org

Gina Roccaforte

Dana Vetterhoffer

Illinois Environmental Protection Agency
1021 North Grand Avenue East

P.O. Box 19276

Springfield, IL 62794-9276
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dana.vetterhoffer@illinois.gov

Eric Lohrenz

Office of General Counsel

Illinois Department of Natural Resources
One Natural Resources Way

Springfield, IL 62702-1271
217-782-1809

Eric.lohrenz@illinois.gov

Katherine D. Hodge
HeplerBroom LLC

4340 Acer Grove Drive
Springfield, IL 62794-9276
khodge@heplerbroom.com

Justin Vickers

Jean-Luc Kreitner

Environmental Law & Policy Center
35 E. Wacker Dr., Suite 1600
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jkreitner@elpc.org

Faith E. Bugel
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fbugel@gmail.com

Katy Khayyat

Dept. of Commerce and Economic Opportunity
Small Business Office
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CERTIFICATE OF SERVICE

I, JAMES P. GIGNAC, an attorney, do certify that on March 2, 2018, I caused the
Additional Pre-Filed Questions of the Illinois Attorney General’s Office for Dynegy’s Witnesses
and the Notice of Filing to be served upon the persons listed in the attached Service List by email
for those who have consented to email service and by U.S. Mail for all others.

/s/ James P. Gignac
JAMES P. GIGNAC
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IN THE MATTER OF:
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ADDITIONAL PRE-FILED QUESTIONS OF THE ILLINOIS
ATTORNEY GENERAL’S OFFICE FOR DYNEGY’S WITNESSES

The Illinois Attorney General’s Office, on behalf of the People of the State of Illinois
(“People”), hereby files its additional pre-filed questions for Dynegy’s witnesses in this matter,
as provided by the Hearing Officer Order issued on January 29, 2018. The People submit the
following questions:

1. With respect to coal ash (referred to by Dynegy as “coal combustion residuals”)
discussed at page 2 and Exhibit A of Dynegy’s Response to Questions dated February 16, 2018,
does Dynegy receive payments from entities that use coal ash from Dynegy’s plants? If coal ash
is not sold to someone else or used by Dynegy in some way, does Dynegy incur costs for storing
or disposing of the ash?

2. With respect to the plants that Dynegy says allow public access in Exhibit A, does
Dynegy own the property on which the cooling ponds and lakes occur?

3. On page 2 of its responses, Dynegy states that certain units were selected by
Dynegy to “bid into MISO as ‘must-run’ units.” For clarification, these units were not being bid
because MISO had designated operation of them as being necessary to maintain reliability,
correct?

4. Likewise, the bar chart provided in Exhibit B states that the units were
“Dispatched as Must-Run,” but that refers to Dynegy’s need for the plants to run to offset the
operations of less-controlled plants, not to MISO’s need for the units to operate for purposes of
grid reliability, correct?

5. The bar chart in Exhibit B refers to the number of hours that Dynegy bid the
plants into the market at an amount below their marginal cost of operation, not to the number of
hours that Dynegy received a payment for a megawatt-hour at or below its marginal cost of
operation, correct? In other words, Dynegy could bid in a unit at a loss but end up being paid in
amounts above the marginal cost of operation due to clearing prices in the market, correct?



6. Related to the above question, could Dynegy please explain for the Board why the
bar chart in Exhibit B states that Coffeen Unit 2 was bid by Dynegy below cost 90% of the time
in 2017, yet the table says that it operated below cost 33 out of 365 days in 2017 (9%)?

7. If a unit operated at a loss for just 1 hour out of a 24-hour period, did Dynegy
include that among the number of days the unit operated at a loss in the table in Exhibit B?

8. Why is the bar chart in Exhibit B expressed in hours but the table is in days?

113

9. Does calculation of a unit’s
Dynegy?

marginal cost” include a category of profit to

10.  Inthe January 12, 2018, responses of Rick Diericx to the Illinois Pollution
Control Board’s pre-filed questions, he testified as follows (page 1):

While our coal contracts for the MPS units currently are for low sulfur coal and
we currently plan to continue to burn low sulfur coal, Dynegy would oppose a
requirement to burn low sulfur coal at all MPS units. Such a requirement would
unnecessarily restrain operational flexibility and is unnecessary for air quality
compliance purposes.

Attached as Attachment 1 is a letter received by the Illinois Attorney General’s
Office. Did Dynegy send this letter to the Illinois Attorney General's Office? Is it an
accurate description of Dynegy's “unknowingly” burning higher sulfur coal at the
Baldwin plant? Is it correct that, when Dynegy “unknowingly” burned higher sulfur coal
at the Baldwin plant, that action very quickly caused the plant’s emission rate to approach
the emission limit for SO2 required by the Consent Decree referenced in the letter?

Dated: March 2, 2018 Respectfully submitted,

PEOPLE OF THE STATE OF ILLINOIS,
by LISA MADIGAN,
Attorney General of the State of Illinois,

MATTHEW J. DUNN, Chief
Environmental Enforcement/
Asbestos Litigation Division

By:  /s/James P. Gignac
JAMES P. GIGNAC
Environmental and Energy Counsel
Illinois Attorney General’s Office
69 W. Washington St., Suite 1800
Chicago, Illinois 60602
(312) 814-0660
jgignac@atg.state.il.us
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BEFORE THE ILLINOIS POLLUTION CONTROL BOARD

IN THE MATTER OF: )
AMENDMENTS TO ) R18-20
35 ILL. ADM. CODE 225.233 ) (Rulemaking — Air)
MULTI-POLLUTANT STANDARDS )
(MPS) )

NOTICE OF FILING

PLEASE TAKE NOTICE that on this 16™ day of February, 2018, I caused to be filed

with the Clerk of the Illinois Pollution Control Board the Illinois Attorney General’s Office

Responses to January Hearing, a copy of which is hereby served upon you.

Dated: February 16, 2018

Respectfully submitted,
PEOPLE OF THE STATE OF ILLINOIS,

BY: LISA MADIGAN,
Attorney General of the State of Illinois

BY: /s/ Stephen J. Sylvester
STEPHEN J. SYLVESTER
Senior Assistant Attorney General
Illinois Attorney General’s Office
69 W. Washington St., 18th Floor
Chicago, IL 60602

(312) 814-2087
ssylvester@atg.state.il.us
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STEPHEN J. SYLVESTER
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BEFORE THE ILLINOIS POLLUTION CONTROL BOARD

IN THE MATTER OF:
R18-20
AMENDMENTS TO 35 ILL. ADM. (Rulemaking-Air)
CODE 225.233, MULTI-POLLUTANT

STANDARDS

N’ N N’ N’ N’

THE ILLINOIS ATTORNEY GENERAL’S
RESPONSES TO QUESTIONS RAISED DURING FIRST SET OF HEARINGS

Pursuant to the Hearing Officer Order issued on January 29, 2018, the Illinois Attorney
General’s Office, on behalf of the People of the State of Illinois (“People”), hereby responds to
questions raised during the first set of hearings in this matter held on January 17-18, 2018.
Specifically, the People respond to questions asked by Tanya Rabczak of the Illinois Pollution
Control Board on January 18th. See Tr. 1/18/18, pages 83-84.

Question 1: “Do you understand how each unit gets to whatever capacity factor they
actually get to?” Tr. 1/18/18, page 83, lines 12-14.

Answer: The capacity factor of a power plant is the ratio of its actual electricity production
over a period of time to its potential production if it had been operating at full nameplate capacity
continuously during that time. For example, taking the gross load of a unit in megawatt-hours for
a particular year and comparing it to the megawatt-hours that would have been produced if the unit
had run at its nameplate capacity in megawatts for 8,760 hours (365 days times 24 hours) results
in the annual capacity factor of a unit expressed as a percentage.

How Dynegy’s MPS units arrive at their annual capacity factors involves a series of choices
first by Dynegy and then by the Midcontinent Independent System Operator’s (“MISO”) economic
dispatch process. The process begins with Dynegy deciding what it wants the status of its units to
be (i.e., operational, mothballed, or retired). For each operational unit, Dynegy then decides how

it wants to allocate the capacity of the unit (capacity is the promise of a power plant to be available
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in the future). MISO offers several options. The capacity can be assigned to a bilateral contract,
it can be assigned to a fixed resource adequacy plan, it can be offered by Dynegy into MISO’s
Planning Resource Auction, or it can remain uncommitted. If the capacity is committed and
Dynegy receives a capacity payment, then Dynegy agrees to offer power from the unit into the
energy market and to operate when called upon by MISO. See, e.g., Testimony of Dean Ellis, Tr.
1/18/18, pages 146-47. If capacity is uncommitted, then Dynegy decides when to offer the plant
into the market—which could be all the time, some of the time, or not at all.

When a unit is offered into the market, Dynegy decides at what price it is willing to generate
power and that is Dynegy’s “bid” into the market. MISO then selects resources according to lowest
price until the demand is satisfied with all generators receiving the price offered by the last resource
needed to meet the load (i.e., “the clearing price”). If Dynegy’s bids are higher than those of other
generators who are needed to fulfill demand, Dynegy’s units will not be dispatched, will not run,
and their capacity factors will be lower. Conversely, if Dynegy’s units are selected, they will run
and will increase their capacity factors and will be paid the clearing price for the power they
generate (which will be at or above the price Dynegy offered pursuant to the process described
above). If Dynegy wants to be as sure as it can that one or more of its units are dispatched by
MISO, Dynegy can bid $0 or a similarly low amount to place its units as early as possible in the
bid stack and they will be paid the market clearing price for the power they generate if they are
selected.

Question: “Do you understand how and why the emission rates fluctuate year to year?
For instance, what the Dynegy representatives were asking, how would 2016 would look compared
to 2017 and ‘18 in gross capacity factor and emission rates factor?” Tr. 1/18/18, page 83, lines

14-19.
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Answer: With respect to capacity factors, please see above for our explanation of how
they are determined. Capacity factors can change year-by-year depending on the outcomes of the
process described above. Exhibit 1 attached hereto contains ten years of capacity factor data for
the current MPS units as calculated using the following methodology: the annual gross load of the
unit in megawatt-hours (obtained from https://ampd.epa.gov/ampd/) divided by the unit’s
nameplate capacity (obtained from Form EIA-860 data) in megawatts times 8,760 (total number
of hours in a year) (Formula: Capacity Factor in % = annual gross load in megawatt-hours
(“MWh”) / (MW nameplate capacity x 8,760). For the past three years, the annual capacity factors
of the current MPS units, combined, have been 59% (2015), 55% (2016), and 57% (2017) (i.e.
57% average capacity over the past three years).

Emission rates are expressed in the MPS as the pounds of a particular pollutant emitted per
million British Thermal Units (“mmBtu”) of heat input. The MPS has standards for sulfur dioxide
(“S0O2”) and nitrogen oxide (“NOx”) that apply to groups of plants. Dynegy, however, decides
what the emission rates of its individual MPS units will be because Dynegy decides what pollution
controls to install and operate and what type of coal to burn at the units in order to meet legal
requirements. These factors are what lead to how much pollution a unit produces per amount of
coal that it is burning (i.e., its heat input). And once these decisions are implemented, the emission
rates should not change significantly unless the pollution controls are turned off or removed, new
controls are put on, or Dynegy changes its coal supply. The tons of pollution and the tons of coal
burned will go up and down depending on how much the unit is operated (i.e., its capacity factor),
but the rate should be static absent the changes just mentioned.

Question: “Do you understand who controls the capacity factor, who controls the emission

rate and how? Can Dynegy decide which plant to run? Can Dynegy decide at which capacity
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factor they run? Can they decide at which emission rate they run? What do they have to do to get
to those?” Tr. 1/18/18, page 83, line 24-page 84, line 5.

Answer: As described in greater detail above, with respect to capacity factors, Dynegy
decides the price at which it is willing to generate power from a given unit at a certain time, and
MISO will dispatch that unit if the unit is selected in the bid stack. With respect to individual unit
emission rates, Dynegy controls what these are based on what pollution controls are implemented
and what type of coal is burned. Finally, with respect to MPS compliance and fleet-wide emission
rates, Dynegy controls how this is achieved by managing the units that exist in each group,
deciding what the individual emission rates of the units will be, and then deciding whether the

units are offered into the market and at what price.

Dated: February 16, 2018

Respectfully submitted,

PEOPLE OF THE STATE OF ILLINOIS,
by LISA MADIGAN,
Attorney General of the State of Illinois,

MATTHEW J. DUNN, Chief
Environmental Enforcement/
Asbestos Litigation Division

By:  /s/James P. Gignac
JAMES P. GIGNAC
Environmental and Energy Counsel
Illinois Attorney General’s Office
69 W. Washington St., Suite 1800
Chicago, Illinois 60602
(312) 814-0660
jgignac@atg.state.il.us
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Of counsel:

ANDREW ARMSTRONG

Chief, Environmental Bureau/Springfield
(217) 782-7968
aarmstrong@atg.state.il.us

STEPHEN J. SYLVESTER
Senior Assistant Attorney General
(312) 814-2087
ssylvester@atg.state.il.us
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ILLINOIS POLLUTION CONTROL BOARD
March 2, 2018

IN THE MATTER OF:

AMENDMENTS TO 35 ILL. ADM. R18-20
CODE 225.233, MULTI-POLLUTANT (Rulemaking - Air)
STANDARDS (MPS)

HEARING OFFICER ORDER

On October 2, 2017, the Illinois Environmental Protection Agency (IEPA) filed a
rulemaking proposing amendments to the Multi-Pollutant Standard (MPS) in 35 III. Adm. Code
225, Control of Emissions from Large Combustion Sources. The MPS applies to coal-fired
electrical generating units in central and southern Illinois, specifically, in the Counties of Fulton,
Jasper, Mason, Massac, Montgomery, Peoria, Putnam, and Randolph. On October 19, 2017, the
Board accepted the proposed rules for first notice without commenting on the merits. On
January 29, 2018, the Hearing Officer set deadlines for prefiling testimony, responses and
questions for a hearing scheduled for March 6 and 7, 2018, in Edwardsville. The deadline for the
prefiled questions is March 2, 2018.

The Board and Staff have reviewed the responses, additional information and prefiled
testimony and submit with this Order their questions to the IEPA and Dynegy Midwest
Generation, LLC, Illinois Power Generating Company, Illinois Power Resources Generating,
LLC, and Electric Energy, Inc, included as Attachment A.

Anyone may file a comment and anyone may respond to the questions attached, as well
as any other prefiled questions in the record. All filings in this proceeding will be available on

the Board’s web page at www.ipcb.state.il.us and participants may file electronically on the
Board’s web page.
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1)

2)

3)

4)

3)

6)

Questions for Dynegy Witnesses

Of the generating units for this MPS proposal, which are pseudo-tied into PIM? For
these pseudo-tied units, how does PJM account for MPS regulations?

Please provide the criteria under which MISO (or PJM) (may) designate a generating
facility as a System Support Resource (SSR) or a Reliability Must Run (RMR),
respectively.

Does Dynegy first identify or offer units that could be designated SSRs or RMRs?

How do current MPS rates affect Dynegy’s offer of units as SSRs or RMRs? How would
the proposed MPS amendments affect Dynegy’s ability to offer units as SSRs or RMRs?

Is there any way that MISO or PJM can require an MPS group unit to run past its limits
as enumerated in state environmental regulations? Why or why not?

Please clarify your use of term “must run” in Exhibit B to Dynegy’s Response to
Questions filed on February 16, 2018 (Percent of Annual Hours Dispatched as Must-
Run). Are you referring to a PIM or MISO designated unit as SSR or RMR? Or are you
referring to a unit that must run in order to balance the emissions rate due to the current
MPS?



IT IS SO ORDERED.

Mo £ gozer”

Marie E. Tipsord

Hearing Officer

Illinois Pollution Control Board
100 West Randolph, Suite 11-500
Chicago, Illinois 60601

(312) 814-4925
Marie.Tipsord@illinois.gov
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BEFORE THE ILLINOIS POLLUTION CONTROL BOARD

IN THE MATTER OF: )

) R18-20
AMENDMENTS TO ) (Rulemaking — Air)
35 ILL. ADM. CODE 225.233, )
MULTI-POLLUTANT STANDARDS (MPS) )

NOTICE

TO: Don Brown
Clerk
Illinois Pollution Control Board
James R. Thompson Center
100 West Randolph St., Suite 11-500
Chicago, IL 60601-3218

SEE ATTACHED SERVICE LIST

PLEASE TAKE NOTICE that I have today electronically filed with the Office of the
Clerk of the Illinois Pollution Control Board the JLLINOIS ENVIRONMENTAL

PROTECTION AGENCY’S RESPONSES AND INFORMATION REQUESTED FROM

JANUARY HEARINGS, a copy of which is herewith served upon you.

ILLINOIS ENVIRONMENTAL
PROTECTION AGENCY

By:  /s/ Gina Roccaforte
Gina Roccaforte
Assistant Counsel
Division of Legal Counsel

DATED: February 16, 2018

1021 North Grand Avenue East
P. O.Box 19276

Springfield, IL 62794-9276
217/782-5544
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BEFORE THE ILLINOIS POLLUTION CONTROL BOARD

IN THE MATTER OF: )
) R18-20

AMENDMENTS TO ) (Rulemaking — Air)

35 ILL. ADM. CODE 225.233, )

MULTI-POLLUTANT STANDARDS (MPS) )

ILLINOIS ENVIRONMENTAL PROTECTION AGENCY’S

RESPONSES AND INFORMATION REQUESTED FROM THE JANUARY HEARINGS

NOW COMES the Illinois Environmental Protection Agency (“Illinois EPA” or

“Agency”), by one of its attorneys, and submits the following responses to questions from the

hearings held January 17-18, 2018, in Peoria, as well as additional information requested at those

hearings.

1)

In this rulemaking, the Agency has proposed a sulfur dioxide (“SO2") mass
emission limitation of 55,000 tons per year, a limit that reflects a lowering of
current allowable emissions from affected sources and locks in reductions on a
mass basis that have occurred in previous years due to a number of causes,
including economic and market factors, in addition to the current MPS. The
Agency explained both in its rulemaking proposal and at the first hearing in this
matter that this proposed limit does not interfere with Illinois’ ability to meet the
pollution reduction goals set forth in the State’s Regional Haze State
Implementation Plan (“SIP”) (the only SIP that relies upon the MPS
requirements), and that it is sufficient to protect air quality in Illinois to at least
the same extent as the current MPS rules. The Agency has further explained both
at the first hearing and in more detail below that, while the MPS was never
intended to address federal air quality standards, the Agency assessed localized air
quality impacts related to this rulemaking by reviewing modeling performed for
the Data Requirements Rule (“DRR”); the Agency determined that federal
standards are adequately protected by other applicable regulations, including SO,
limitations in Part 214 adopted by the Board in 2015.

Based on the above, the proposed SO> limit of 55,000 tons is appropriate.
However, other participants in this rulemaking proceeding have indicated or
implied that the Board should lower such limit. For example, the Illinois
Attorney General’s Office indicated, “the total maximum allowable SO»
emissions under the current MPS should be considered no more than 49,305 tons
using the 2016 unit-level emission rates.” Pre-filed Testimony of the Illinois
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Attorney General’s Office on the Pollution Control Board’s First Notice Proposal
at 18.!

While the Agency’s proposed mass emission limitation of 55,000 tons per year is
appropriate, based on the information solicited and presented at the first hearing,
including the above-referenced testimony of the Illinois Attorney General’s
Office, the Agency now supports the Board adopting the following amendment to
Section 225.233(e)(2)(C).

C)  Except as otherwise provided in subsection (f) of this Section,
beginning in calendar year 2018 and continuing in each calendar year
thereafter, the owner and operator of the EGUs in an MPS Group must
not cause or allow to be discharged into the atmosphere combined
annual SO, emissions in excess of 49,00055;008 tons from all EGUs.

This alternative limit represents an annual reduction of 6,000 tons or 10.9% from
the Agency’s original proposed limitation, and an annual reduction of 17,354 tons
or 26% from the total calculated allowable emissions for the current MPS Groups
under the existing MPS.

If the Board chooses to lower the SO; limitation to 49,000 tons per year, it must
also lower the corresponding transfer unit allocations set forth in Section
225.233(f)(2) of the Agency’s proposal. In such a case, the Agency recommends
a 10% reduction from the original amounts, as follows:

A) Baldwin 6,000 2,700 5.4006;000
B) Havana 1,800 810 1,3504;5600
O Hennepin 1,500 675 5,4006;000
D) Coffeen 2,000 900 225256

E) Duck Creek 1,400 630 225250

F) Edwards 3,000 1,350 9,00016;060
G) Joppa 5,200 2,340 16.20048;000
H) Newton 2,700 1,215 9.00040;000

llinois EPA continues to disagree with the arguments and various calculation methodologies that the
Illinois Attorney General’s Office presented to the Board. Further, as stated in the Agency’s Technical
Support Document, in testimony, and responses, the methodology used by the Agency to calculate
allowable emissions was chosen because it is the method the State is required to use to demonstrate that
this SIP revision is approvable by USEPA.
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3

4)
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The Agency was asked when it would select a rate-based limit as opposed to a
mass-based limit for regulations for coal plants. January 17, 2018, Transcript, at
87.

Mass-based limits are those which restrict the amount of emissions in a given
timeframe, such as an hour or a year. They are generally used to constrain
emissions to a more certain environmental outcome in a given timeframe
(such as the overall tons per year that would be allowed under this proposal,
or the number of pounds per hour allowed from a given emission point under
the SO2 rule). Rate-based limits in terms of pounds per million British
thermal units are those which limit the amount of emissions based on the
heat input. Such limits generally do not constrain total emissions or the
capacity of a source. The total emissions from a source under such a
standard are determined by the manner in which the source runs, and
overall emissions are limited only by the maximum operations of the source.

The Agency was asked if there are any other Dynegy plants located in potential
environmental justice communities. January 17, 2018, Transcript, at 119.

After consulting with the Agency’s Environmental Justice Officer, and as
was stated in the Agency’s response to the Environmental Groups’ Question
IV.2.a., there are no other Dynegy plants located in potential environmental
justice communities. The Hennepin Power Station is the only Dynegy plant
located in an environmental justice community.

The Agency was asked if it agrees in all respects with Attachment 9 to the Illinois
EPA’s Responses to Prefiled Questions, filed January 12, 2018, or potentially
some of it and not the rest of it. January 17, 2018, Transcript, at 136.

The Agency does not agree with the cited document in all respects. Some
main points of disagreement include:

The table at the top of page 2 is incorrect in the Agency’s opinion. While this
table was provided by USEPA in the SIP approval, Illinois EPA found that
there were errors between this table and the information provided by Illinois
EPA to USEPA; Illinois EPA stands by the original numbers in its SIP
submittal, which is why the Agency did not agree with Dynegy that these
were the appropriate numbers to use.

The final dot point on page 3 contains reasoning that the Agency did not find
compelling. As such, the Agency did not rely upon such reasoning in this
proposal. This is similarly true about #1 on page 4.

The Agency partially disagreed with #2 on page 4. Specifically, the Agency
disagreed with some of the numbers used and the idea that “expected”
emissions reductions were not federally enforceable. While technically true,
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the State of Illinois would have been required to take additional actions to
reduce emissions if the goals were not being met.

Item #4 on page S states that using the 2002 base year was “only one of many
ways to forecast expected actual emissions.” The Agency disagreed because
that was the way it was done to meet Illinois’ Regional Haze requirements
and the way it was approved by USEPA.

For Items #6A and 6E on page S, the Agency disagrees, as reflected in this
proposed rule.

For Item #IA1 on page 7, the Agency disagreed with the SO2 emissions cap
proposed by Dynegy, as reflected in the Agency’s proposal.

For Section B on page 8, the Agency disagreed with Dynegy’s methodology
and instead detailed in the TSD the Agency’s position on such methodology.

There are other individual statements throughout the document that the
Agency may disagree with in part or whole, so the fact that something is not
specifically listed here does not automatically indicate that the Agency
agrees. The items discussed above are the main points with which the
Agency disagreed and which drove the manner in which this proposal was
written.

The Agency would like to clarify its response at hearing regarding the timing of
the Illinois mercury rule and its status as a federal requirement. January 17, 2018,
Transcript, at 153-154.

In May 2005, USEPA promulgated regulations requiring reductions of
mercury emissions in the Clean Air Mercury Rule (“CAMR?”), 70 Fed. Reg.
28606 (May 18, 2005). Following promulgation of the CAMR, the Board
adopted the Illinois mercury rule. See, In the Matter of: Proposed New 35 IIL.
Adm. Code 225 Control of Emissions from Large Combustion Sources
(Mercury), R06-25 (Dec. 21, 2006). The Illinois mercury rule established
limitations on mercury emissions that were more stringent than required by
USEPA in the CAMR. As an alternate added within the Illinois mercury
rule, certain specified sources could comply with the MPS, which provided
additional time to comply with the mercury limitations in exchange for
compliance with mercury control technology requirements and emission
limits for SOz and NOx.

In February 2008, the United States Court of Appeals for the District of
Columbia vacated the CAMR. See, State of New Jersey v. Environmental
Protection Agency, 517 F.3d 574 (D.C. Cir. 2008). On May 3, 2011, in
response to the vacatur of the CAMR, USEPA proposed mercury and air
toxics standards (“MATS”) for coal and oil-fired electric generating units
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that set emission limits for mercury, PM, hydrogen chloride, and trace
metals, in addition to establishing alternative numeric emissions limits. 76
Fed. Reg. 24876 (May 3,2011). USEPA finalized these standards, effective
April 16, 2012. 77 Fed. Reg. 9304 (February 16, 2012).

Response to Public Comments

A number of commenters made claims that the air quality in the Peoria/
Pekin area has deteriorated or at least not improved over the course of years,
and/or that the Edwards power plant in particular has not reduced
emissions. While the Agency appreciates the concerns of citizens in the area,
these statements are simply incorrect.

First, one commenter stated that he lived in the area surrounding the E.D.
Edwards facility for 34 years. See, January 17, 2018, Transcript, at 216.
“Over that time, I have seen no emission improvements made at the Edwards
plant to safeguard my health.” Id. Another commenter claimed, “there’s
nothing being done about cleaning this air.” Id. at 319.

Contrary to these comments, SO2, NOx, and PM2.5 emissions from the
Edwards facility have all significantly decreased. SOz emissions from the
Edwards source were as high as 76,410 tons in 1997, but have since decreased
to a low of 5,890 tons in 2016 — a 92% reduction in emissions. NOx emissions
were as high as 13,523 tons in 1997, while they were only 1,763 tons in 2016 —
a decrease of 87%. PM2.5 emissions have decreased from 79 tons in 2004
(the earliest year for which the Agency has Annual Emissions Report data) to
23 tons in 2017 — a 71% reduction.

Going beyond the emissions from the Edwards plant, the Agency compiled
information on SOz air concentrations in the Peoria/Pekin area since 1983,
and PM2.5 concentrations since 1999 (in both cases, the dates at which
monitors were first placed in the areas; there are no NOx monitors in the
area). As can be seen in Attachment A, Figures 1 and 2, since 1983, SO2
concentrations in Pekin have decreased 82% measured as an annual average,
and 90% measured as an hourly 99 percentile. (The hourly 99 percentile
measurement is the manner in which attainment/nonattainment is
determined and represents the value at which 99% of the hourly
concentration readings are below that level — in other words, it is almost the
highest hourly value for the year, excluding a few outliers.) Indeed, Figure 2
demonstrates how the recent SOz regulations helped bring about a dramatic
drop in hourly SO2 concentrations over the past few years.

Figures 3 and 4 show that SOz concentrations have decreased 86% since 1983
in Peoria measured as an annual average and 76% measured as an hourly
99t percentile. Additionally, Figure 5 shows that PM2.5 concentrations have
decreased 53% in Peoria since 1999. These facts directly contradict the
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opinions voiced by some commenters that air quality in the area is worsening
or that nothing has been done about it.

The Agency further examined information from other SO2 monitors near
Dynegy facilities, all of which showed great decreases in SOz concentrations
over time. Figures 6 and 7 show a 98% decrease in East St. Louis SOz
measured both annually and as the hourly 99" percentile. Figures 8 and 9
show a 70% decrease annually and 95% decrease as the hourly 99
percentile for Oglesby. Figures 10 and 11 show a 96% annual decrease and
98% hourly 99 percentile decrease in Wood River.

Additionally, the Agency reviewed data from other PM2.5 and NO: monitors
near Dynegy facilities, all of which also show large decreases in
concentrations. Figures 12 through 16 show the PM2.5 annual averages
from the monitors in Houston, East St. Louis, Wood River, Granite City, and
Alton. As noted on these graphs, PM2.5 concentrations decreased 34% in
Houston from 1999 to 2017; 39% in East St. Louis from 1999 to 2017; 47%
in Wood River from 1999 to 2017; 44% in Granite City from 1999 to 2017;
and 46% in Alton from 2000 to 2017. Figures 17 and 18 show monitored NO2
values in East St. Louis (the only applicable area for which there is an NO2
monitor nearby). As demonstrated, NO2 concentrations from 1983 to 2017
decreased 55% when measured on a 98™ percentile basis, and 65% when
measured on an annual basis.

All of the available data demonstrate improving air quality across the areas
near Dynegy facilities.

Second, commenters also requested that the Board “please keep Peoria from
becoming a pollution hot spot”; stated, “I heard that there was a proposed
rule that could...reduce the air quality of our area”; and claimed, “Peoria,
once again, is going to be the one that suffers.” Id. at 235, 242, and 244.
Once again, as demonstrated by the Figures referenced above and as
previously discussed by the Agency, this is simply untrue.

The Board recently enacted hourly SOz limits for the Edwards plant and
other sources in the area to ensure attainment and maintenance of the SO2
National Ambient Air Quality Standard (“NAAQS”). No change to the MPS
rule under discussion in this proposal will allow the Edwards plant to
increase its SOz emissions beyond the limits provided in Part 214. As such,
emissions will continue to be restricted to ensure the NAAQS is not violated.
While the commenters were nonspecific in their use of terminology such as
claiming the proposed change to the MPS could “reduce the air quality of
our area” or cause the area to become “a pollution hot spot,” the Agency has
shown clearly that air quality has improved and will continue to meet the
NAAQS, meaning such claims have no basis in fact.
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Several comments provided to the Board by members of the public at the end
of the first day of hearing cited to the Chicago Tribune article from
September 27, 2017, as support for their opposition to the proposed rule. For
example, one commenter noted “as the Chicago Tribune reports, Dynegy
could emit nearly double the amount of SO2 being admitted last year.” Id. at
246. Brian Urbaszewski stated, “Dynegy wants to pollute more, up to 30,000
tons more. Otherwise, Dynegy wouldn’t have written IEPA’s proposal the
way they did.” Id. at 237.

The claims in these comments and the Chicago Tribune are incorrect and
misleading. As the Agency has noted in its Responses to Prefiled Questions
and at hearing, the proposed rules would not allow near double the air
pollution. As the Agency has stated several times, the proposed rules reduce
allowable emissions. The claim that Dynegy could emit double the amount of
emissions comes from improperly comparing 2016 actual emissions, which
were lower than usual, to the allowable emissions under the MPS.

Furthermore, the claim that Dynegy authored the proposed regulations is
false. The Agency has noted that Dynegy approached the Agency to request
a revision to the MPS. The proposed rule before this Board was authored by
the Agency, not Dynegy.

All participants were asked by Board Member Zalewski to provide the Board with
input on layering a rate-based limit with a mass emission limit. January 18, 2018,
Transcript, at 30.

The Agency noted at the first hearing that it does not believe it is necessary to
employ fleet-wide annual standards in terms of both mass emission limits
and emission rates. At Board Member Zalewski’s request, the Agency once
again examined the possibility, but arrived at the same conclusion. Adding
another layer of regulation on top of the proposed mass emissions cap is not
necessary to meet the Regional Haze State Implementation Plan for which
the MPS has been used, and is also unnecessary for protection of the
NAAQS.

The Agency was asked to provide the Board with a summary of the modeling
information for the various plants covered by the proposal setting forth
specifically which years’ actual emissions were used. January 17, 2018,
Transcript, at 28-29.

Modeling Summary

As noted during testimony at the first hearing, the Agency conducted
modeling for SOz on all but one of the Dynegy sources involved in this
rulemaking. The modeling exercises were conducted for one of two purposes,
both related to the 2010 1-hour SO2 NAAQS. Some sources were included in
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modeling to satisfy the requirements of the DRR, 40 CFR § 51.1200 ef seq.,
and other sources were modeled in response to monitored nonattainment of
the NAAQS in the Pekin area. The Newton, Hennepin, Joppa, and Baldwin
sources were modeled to satisfy requirements of the DRR, and were modeled
using actual emissions. The Edwards, Havana, and Duck Creek sources
were modeled for the Attainment Demonstration for the Pekin
nonattainment area (“NAA”), and were modeled at their maximum
allowable emission rates to ensure the area would attain the NAAQS. This
included the rates adopted for the Edwards plant in the 2015 SO:
rulemaking amending Part 214 (R2015-021). As such, actual emissions data
from specific years were not used for that modeling, but they are shown
below for completeness’ sake. As stated in the Agency’s Responses to Prefiled
Questions, Board Question #8, the Coffeen source was not modeled because
its emissions were so low that it fell below the threshold for modeling under
the DRR.

The tables below provide the annual emissions from the Dynegy sources and
the years for which they were modeled.

Baldwin was modeled (2013-2015) for the DRR: Fourth High Concentration
Average = 78.21 pg/m3.

Year SOz Emissions (TPY)
Total Unit #1 | Unit #2 | Unit #3
Facility
2013 4,803 1,513 1,714 1,576
2014 4,409 1,213 1,490 1,706
2015 4,160 1,503 1,062 1,595

Hennepin was modeled (2012-2014) under the “Consent Decree” phase of the
DRR: Fourth High Concentration Average = 94.56 pg/m3.

Year SOz Emissions (TPY)
Total Unit #1 Unit #2
Facility
2012 5,911 1,313 4,593
2013 4,274 883 3,396
2014 3,965 1,002 2,959
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Newton was modeled (2012-2014) for the DRR: Fourth High Concentration

Average = 138.89 pg/m3.

Year SOz Emissions (TPY)
Total Unit #1 Unit #2
Facility
2012 16,534 10,538 5,981
2013 16,145 7,270 8,865
2014 16,372 8,126 8,291

Joppa was modeled (2012-2014) for the DRR: Fourth High Concentration

Average = 168.29 pg/m3.

Year SOz Emissions (TPY)
Total Unit #1 | Unit #2 | Unit #3 | Unit #4 | Unit #5 | Unit #6
Facility
2013 17,007 3,005 2918 | 2,727 3,007 2,521 2,812
2014 16,558 2,843 2,741 2,622 2,783 2,802 2,751
2015 18,229 3,080 3,093 2,950 3,137 2,866 3,154
Duck Creek was modeled (2009-2013) for the Pekin Area Attainment
Demonstration.
Year SOz Emissions (TPY)
Total Unit #1
Facility
2009 506 506
2010 756 756
2011 167 167
2012 296 296
2013 231 231
Havana was modeled (2009-2013) for the Pekin Area Attainment
Demonstration.
Year SOz Emissions (TPY)
Total Unit #1
Facility
2009 5,018 5,018
2010 7,458 7,458
2011 7,784 7,784
2012 5,814 5,814
2013 1,130 1,130
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Edwards was modeled (2009-2013) for the Pekin Area Attainment

Demonstration.
Year SOz Emissions (TPY)
Total Unit #1 | Unit #2 | Unit #3
Facility
2009 11,734 2,070 4,360 5,304
2010 12,010 2,115 4,338 5,557
2011 12,596 2,148 4,900 5,548
2012 11,803 1,974 4,871 4,958
2013 9,846 887 4,107 4,852

In cases where modeling was conducted pursuant to the DRR, the Agency
compared the modeled concentrations to the NAAQS value to determine
whether increases in emissions could reasonably threaten the NAAQS. The
standard is 75 parts per billion, which is equivalent to 196.32 pg/m3.

Modeled concentrations at the Baldwin source were 78.21 pg/m3 or 39.8%
of the standard. Because the Baldwin units were operating at a capacity
factor of approximately 72%, even if the source were able to increase to
100% capacity factor in a year, the linear increase in concentration at
similar emission rates would correspond only to concentrations around
108 pg/m3, still only 55% of the standard. Thus, the NAAQS in the
Baldwin area is not at risk.

Modeled concentrations at the Hennepin source were 94.56 pg/m? or
48.2% of the standard. Because the Hennepin units were operated at a
capacity factor of approximately 69%, even if the source were able to
increase to 100% capacity factor in a year, the linear increase in
concentration at similar emission rates would correspond only to
concentrations around 137 pg/m3, still only 70% of the standard. Thus,
the NAAQS in the Hennepin area is not at risk.

Modeled concentrations at the Newton source were 138.89 ug/m3 or
70.7% of the standard. These concentrations were modeled for years in
which both Units 1 and 2 were operating. The Newton 2 unit has since
been shut down (permits withdrawn), which accounted for approximately
47% of the emissions from the source during the years modeled. Due to
the shutdown of Unit 2, even if the remaining unit were operated at a
100% capacity factor, the linear increase in concentration at similar
emission rates would correspond only to concentrations around 144
pg/m3, still only 73% of the standard. Thus, the NAAQS in the Hennepin
area is not at risk.

Modeled concentrations from the Joppa source were 168.29 pg/m3 or
85.7% of the standard. The relatively higher percentage of the standard

10
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was the reason the Agency proposed a separate and additional limit for
the Joppa source of 19,800 tons per year. This limit ensures that
emissions from the Joppa source will never increase more than 15% from
the modeled years and therefore that the area will not need to be
remodeled in the future due to increases at the Joppa plant pursuant to
DRR guidance from USEPA. It should be noted that three other
significant sources contributed to concentrations in the study area as well.
Lafarge Midwest Inc. nearby in Joppa, Honeywell International Inc. in
nearby Metropolis, and the Tennessee Valley Authority Shawnee Power
Plant across the Ohio River in Kentucky contributed over 60% of the SO2
emissions in the study area in the modeled years. These other sources in
the study area will also be evaluated for emissions increases in subsequent
years.

e For the sources that were modeled in the Attainment Demonstration for
the Pekin NAA, 196.24 pg/m3 was the design value of the model, which is
very close to the standard. This is because, for the purpose of
demonstrating attainment, all sources in the study area must be modeled
at their maximum allowable emissions for every hour, using five years of
meteorological data, and modeled concentrations in the study area must
still fall below the standard. This is a very conservative approach
because it is nearly impossible for that scenario to occur, and many
sources have much greater allowable emissions than actual emissions.
For instance, the Duck Creek source was modeled using an emission rate
of 4,455 lbs/hr, but typically only emits in a range around 60 Ibs/hr.
Likewise, the Havana source was modeled at an emission rate of 1,830
Ibs/hr, but typically emits in a range around 300 lbs/hr. Finally, 375
emission units in the study area were also all modeled at maximum
allowable emission rates for each hour for the Attainment Demonstration.
This makes it unlikely that the Duck Creek, Havana, or Edwards sources
could cause local nonattainment in the future. Indeed, the Attainment
Demonstration has been recently approved by the USEPA and such
approval has been published in the Federal Register.

To provide some context regarding how total statewide emissions from
Dynegy’s sources may relate to the SO2 NAAQS, it should be noted that the
total emissions modeled for these sources throughout all of these exercises
are much higher than the fleet-wide mass emission limit that the Agency has
proposed in the current rulemaking. For the sources where the modeling
was done for the DRR (Baldwin, Joppa, Hennepin, and Newton), the average
combined annual emissions for just those sources in the years that were
studied were approximately 42,787 tons per year. For sources modeled as
part of the Attainment Demonstration, using maximum allowable emissions
(Edwards, Havana, and Duck Creek), the combined allowable emissions
from those sources in the study area were 48,800 tons per year. The NAAQS
were maintained in all of these areas even though modeled emissions from

11
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the affected sources totaled over 91,000 tons per year, far higher than the
proposed emissions cap for all of the Dynegy facilities. This helps to
demonstrate how annual standards that cover the entire fleet, whether the
rate-based limits found in the current MPS or the annual mass-based limits
in the proposed amendments, are not appropriate means to ensure
maintenance of a NAAQS that is an hourly standard, such as SO2 NAAQS.
This is why the Agency took additional steps through the modeling reviews
discussed above and the additional limit at Joppa.

9 The Agency was also asked to provide the Board with information about how it
assessed annual emissions in the context of the DRR. January 17, 2018,
Transcript, at 32-33.

Data Requirements Rule Annual Emissions Assessments
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