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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 )

POST-HEARING COMMENTS
OF THE ILLINOIS ATTORNEY GENERAL'’S OFFICE

The Illinois Attorney General’s Office, on behalf of the People of the State of Illinois
(“People”), hereby files its Post-Hearing Comments in this proceeding. The People respectfully
request that the Illinois Pollution Control Board (“Board”) reject the Illinois Environmental
Protection Agency’s (“Illinois EPA”) proposal. Illinois EPA’s proposal would not restore,
maintain, or enhance air quality in Illinois, 415 ILCS 5/8, but instead would weaken an important
State public health program. Illinois EPA has failed to adequately consider the technical feasibility
and economic reasonableness of simply holding Dynegy Midwest Generation, Inc. and related
companies (“Dynegy”)!—and their new parent company, Vistra Energy Corporation (“Vistra”)—
to current limits on sulfur dioxide (“SO2”) and nitrogen oxides (“NOx”) pollution from their eight
Illinois coal-fired power plants. See 415 ILCS 5/27(a). The record developed in this proceeding
is inadequate to support Illinois EPA’s proposal to scrap rate-based emission limits in favor of

mass-based limits that are set so high as to allow Dynegy and Vistra to immediately increase

' On April 9, 2018, Vistra Energy Corporation announced that it had completed a merger with Dynegy Inc. See
https://www.vistraenergy.com/vistra-dynegy-merger/. Prior to the merger, Dynegy Inc., through wholly-owned
subsidiaries, had owned and operated the eight Illinois coal-fired power plants subject to the MPS. R18-20, PC #3,
Dynegy Public Comment (Oct. 31, 2017), at 1. Illinois Power Generating Company owned and operated the Newton
and Coffeen power stations. /d. Illinois Power Resources Generating, LLC owned and operated the Duck Creek and
E.D. Edwards power stations. /d. Electric Energy, Inc. owned and operated Joppa Power Station. /d. Dynegy Midwest
Generation, LLC owned and operated the Baldwin, Havana and Hennepin power stations. /d.

Based on testimony by Vistra’s representatives during the April 17, 2018 hearing, it is the People’s understanding that
the former Dynegy Inc. subsidiaries continue to exist, and to own and operate the power stations identified above, see
Apr. 17, 2018 Trans. at 201, line 11, to 202, line 4, though themselves are now owned by parent company Vistra.
Accordingly, in these comments, the People refer to the subsidiaries owning and operating the plants both before and
after the Vistra-Dynegy merger using the shorthand term “Dynegy.”

1
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pollution from their uncontrolled plants.

I INTRODUCTION

A brief recitation of the history of the Multi-Pollutant Standards (“MPS”’) demonstrates
how significantly Illinois EPA’s current proposal departs from its past policies on the MPS. Cf.
Greer v. lllinois Hous. Dev. Auth., 122 1ll. 2d 462, 506 (1988) (“While an agency is not required
to adhere to a certain policy or practice forever, sudden and unexplained changes have often been
considered arbitrary.”).

The Board adopted the MPS in 2006, in connection with an Illinois state rule requiring
significant reductions in mercury emissions from Illinois coal-fired power plants, beyond those
required under federal law. See In the Matter of Proposed New 35 Ill. Adm. Code 225, Control of
Emissions from Large Combustion Sources (Mercury), R06-25 (Nov. 2, 2006), at 6-10. Illinois
EPA proposed the MPS in joint submissions with both Ameren and Dynegy. R06-25, Joint
Statement (Jul. 28, 2006) and Corrected Joint Statement (Aug. 23, 2006). The MPS “provided
additional time to comply with the mercury limitations in exchange for compliance with mercury
control technology requirements and emission limits for sulfur dioxide (‘SO2’) and nitrogen oxides
(‘NOx’).” R18-20, IEPA Statement of Reasons (“SOR”), at 1-2. As Ameren stated, the MPS
provided power plant owners who opted in to the standards “compliance flexibility in exchange
for the commitment to make significant and specified reductions in NOx and SO; emissions.” R06-
25, Ameren Post-Hearing Comments (Sept. 20, 2006) at 4.

In Illinois EPA and Dynegy’s joint submission to the Board in R06-25, they justified the

proposed MPS by informing the Board that “the installation and operation of pollution control

equipment required to achieve the [MPS] NOX and SO2 standards” would achieve emissions

reductions that “will contribute to reductions in the ambient levels of ozone and PM 2.5 [particulate
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matter less than 2.5 microns in diameter] and will benefit the residents of the State of Illinois.”
R06-25, Corrected Joint Statement at 4 (Aug. 23, 2006) (emphasis added). Illinois EPA, Ameren,
and Dynegy all agreed that meeting the MPS’s NOx and SO: limits was technically feasible and
economically reasonable. R06-25, Joint Statement (Jul. 28, 2006) at 3; Corrected Joint Statement
(Aug. 23, 2006) at 5. After the Board adopted the MPS, both Ameren and Dynegy opted in. R18-
20, IEPA SOR, at 2.

The MPS’s SO, rate-based emission limits were phased in over time, becoming more
stringent over the following decade to allow for the gradual investment in and installation of new
pollution controls. Over the next seven years, though, first Ameren, then Dynegy (which
purchased Ameren’s fleet in 2013), came before the Board three times seeking more time to
comply with the SO limit on the Ameren fleet: 1) PCB R09-10 (In the Matter of Amendments to
35 1ll. Adm. Code 225, Control of Emissions from Large Combustion Sources (Mercury
Monitoring); 2) PCB 12-126 (Ameren Energy Resources v. IEPA); and 3) PCB 14-10 (/llinois
Power Holdings, LLC v. IEPA). Each time, first Ameren, then Dynegy, advised the Board that it
could not install pollution controls quickly enough to meet the MPS’s declining SO limit, but that,
given more time, it could and would install all pollution controls necessary to comply.> And, each
time Ameren and Dynegy sought new relief from the MPS, they offered the Board an alternative
compliance plan, the environmental impact of which was judged—by Illinois EPA and the

Board—on its projected impact on actual emissions, based on the Ameren fleet’s historical

2 See, e.g., R09-10, Ameren Post-Hearing Comments (Mar. 6, 2009), at 10 (“Ameren’s proposed revision does not
eliminate Ameren’s regulatory obligation to comply with the MPS through the installation of pollution control
equipment.”); PCB 14-10, Dynegy Post-Hearing Brief (Oct. 7, 2013), at 7 (“As determined in [PCB 12-126], the
Newton [FGD] Project will allow the owners of the MPS Group to meet the MPS rate at the end of the variance term.
Here, [Dynegy] is poised to assume the compliance plan [Ameren] committed to last year . . . .”).

3
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operations.® Finally, each time that Ameren and Dynegy sought relief, Illinois EPA remained
neutral, stating, for example, in R09-10:

[T]he Illinois EPA believes that the original agreement reached with Ameren and
contained in the MPS was negotiated and agreed to in good faith. Both parties
made some concessions in those agreements and accepted some risk. The Illinois
EPA wants to make clear that our position is that the language in the MPS
should not generally be amended, and that our neutral position in this case is not
indicative of how we will treat any future attempt to further amend the MPS.

R09-10, IEPA Post-Hearing Comments (Mar. 6, 2009), at PDF p. 13 (emphasis added); see also
PCB 12-126, IEPA Recommendation (Jul. 23, 2012), at 1; PCB 14-10, IEPA Recommendation
(Sept. 5,2013), at 1.

[linois EPA’s current proposal to remove the MPS’s rate-based emission limits ignores all
of this history. Cf. Greer v. lllinois Hous. Dev. Auth., 122 1ll. 2d 462, 505-06 (1988) (“Agency
action is arbitrary and capricious if the agency . . . entirely fails to consider an important aspect of
the problem.”). Illinois EPA does not recall that reducing ozone and PM2.5 in Illinois was one of
the primary reasons for adopting the MPS. Compare R06-25, Corrected Joint Statement (Aug. 23,
2006), at 4-5, with Apr. 17,2018 Trans. at 124, line 16, to 125, line 5. While Illinois EPA twelve
years ago recognized that the “installation and operation of pollution control equipment” would be

“required to achieve” compliance with MPS SOz limits, R06-25, Corrected Joint Statement (Aug.

23, 2006), at 4 (emphasis added), Illinois EPA now rejects the notion that Dynegy should be
required to install any additional pollution controls at this juncture because, in Illinois EPA’s
words, “controls are not cheap,” Jan. 17, 2018 Trans. at 53, lines 10-20—without any actual
analysis of how much such controls would cost. See Apr. 17,2018 Trans. at 155, lines 18-24, and

159, lines 6-12. Illinois EPA asserts it has no understanding of whether Dynegy’s ability to operate

3 R09-10, Ameren Post-Hearing Comments (Mar. 6, 2009), at 13-14 (“To assess the overall environmental effect of
Ameren’s proposal . . . the Agency and Ameren evaluated projected mass emissions under the MPS and the proposal
over an eleven-year period.”); PCB 12-126 (Sept. 20, 2012), at 54; PCB 14-10 (Nov. 21, 2013), at 82.

4
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in compliance with the MPS is constrained by the Old Ameren Group’s* inadequate controls for

SO», even though Ameren and Dynegy have told the Board three times over the past ten years

that would be the precise result if they did not install additional pollution controls on that fleet.
Compare, e.g., lllinois Power Holdings, LLC v. IEPA, PCB 14-10, Petition for Variance, Ex. 8,
Thompson Aff., at 6 (Jul. 22, 2013), with Jan. 17, 2018 Trans. at 48, lines 13-24. Illinois EPA
does not even recall the methodology it used to analyze the environmental impacts of the proposed
MPS amendments in PCB R09-10—the first, and only other, time that the MPS’s SO, limits were
amended—and it certainly has not followed its earlier methodology in this proceeding. April 17,
2018 Trans. at 77, line 20, to 78, line 17.

These four about-faces and analytical gaps in Illinois EPA’s current proposal are merely
examples. Illinois EPA’s most fundamentally erroneous premise for its proposed amendments to
the MPS, however, is that the rule is somehow flawed or broken because it does not allow Dynegy
the unfettered ability to operate its plants without SO> controls, whenever Dynegy deems that to
be to its economic advantage.’ That result is not a malfunction in the effect of the MPS; it is the

MPS working exactly as it was intended. The purpose of the MPS was to clean up Illinois’s

coal-fired power plants. Dynegy has not made the necessary investments needed to clean up its
plants, so now it finds it difficult to comply with the MPS. Any need for relief on Dynegy’s part
is not due to the MPS, but rather to Ameren and Dynegy’s years of delaying “the installation and
operation of pollution control equipment required to achieve the [MPS] NOx and SO2 standards.”

R06-25, Corrected Joint Statement (Aug. 23, 2006), at 4.

4 The People refer to the two MPS groups as the “Old Ameren Group” (currently units at Coffeen, Duck Creek, E.D.
Edwards, Joppa, and Newton), and the “Dynegy Group” (currently units at Baldwin, Havana, and Hennepin).

3 llinois EPA seeks a rule that would allow Dynegy “to operate the [MPS] units as they are called upon by the market
without being forced to operate certain units strictly for the purpose of meeting a fleet-wide rate-based limit.” See Ex.
6, IEPA Responses to Pre-filed Question (Jan. 12, 2018), at 14; see also Jan. 17, 2018 Trans. at 57, lines 3-13.

5
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Compounding the flaws in Illinois EPA’s approach, Dynegy and Vistra’s participation in
this proceeding has in no way aided in elucidating the issues before the Board. Viewed charitably,
their testimony has been incomplete and misleading on several crucial points. Most importantly,
Dynegy and Vistra would have the Board believe that the crux of Illinois EPA’s proposal is simply
to allow Dynegy to stop offering two controlled plants in the Old Ameren Group—Coffeen and
Duck Creek—into the energy market below cost, for the purpose of complying with the MPS’s
current SO; limit.® Dynegy has maintained to the Board that it does not expect to retire or mothball
any of its controlled plants solely as a result of the Board’s adoption of Illinois EPA’s proposal.
See, e.g., Jan. 18, 2018 Trans. at 122, lines 9-11.

Outside of this proceeding, though, Vistra’s CEO, Curt Morgan, has publicly contradicted
this testimony on at least three occasions. As Mr. Morgan has been telling investors since even
before the Dynegy-Vistra merger closed, the purpose of this rulemaking is and has been to allow
Dynegy to determine “what assets were in” and “what assets were out,” Ex. 30, IAGO Pre-filed
Questions (Mar. 2, 2018), at 4—to allow Dynegy and, now, Vistra to shut down MPS units with
pollution controls that are, in Mr. Morgan’s words, “hugely out of the money.” See Ex. 41, Weak
MISO prices compound Ill. coal plant woes, E & E NEWS (Apr. 13, 2018), at 2. Since the last
hearing, Mr. Morgan has spoken even more directly to the public, explaining to investors that, by

the end of this year, he expects to have made decisions toward “a smaller, more focused business

in MISO’ at the end of the day,” or, as he also put it, a “nice little business in MISO that we can

make money on.” See Attachment 1, Vistra Energy's (VST) CEO Curtis Morgan on Q1 2018

6 See Jan. 18,2018 Trans. at 162, lines 15-17 (“The purpose of the rule change is to ensure that we can offer the units
in at their short-run marginal costs.”); and 131, lines 7-9 (“Generally, we operate the Duck Creek and Coffeen units
at a loss to maintain compliance with the MPS.”).

7 “The electric capacity market mechanisms for Downstate Illinois are operated by the Midcontinent Independent
System Operator (‘MISO’), which is the electric grid operator covering Downstate Illinois and the plants that are

6
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Results - Earnings Call Transcript, Seeking Alpha (May 5, 2018), at PDF p. 25 (available at
https://seekingalpha.com/article/4170210-vistra-energys-vst-ceo-curtis-morgan-q1-2018-results-
earnings-call-transcript?part=single) (emphasis added).

Dynegy and Vistra’s failure to be forthcoming—including regarding new pollution control
equipment installed at the Newton plant over the past two years, but never disclosed to the Board,
see Ex. 37, Armstrong Test., at 3-4 and Atts. 8 and 9—has hindered all parties from discussing,
debating, or designing rational, well-supported modifications to the MPS, if necessary, that could
take into account the imminent changes to the MPS fleet that Mr. Morgan has described to
investors. Instead, Illinois EPA’s proposal would simply allow Dynegy and Vistra to shut down
clean plants; increase utilization of dirty plants; and avoid installing pollution controls, as promised
for over a decade—all contributing to higher pollution than would be allowed by the MPS in its
current form.

In sum: the record before the Board does not support adoption of Illinois EPA’s proposal.
Illinois EPA’s proposal departs without explanation from its past policies regarding the MPS; is
not supported by rational explanations; and ignores important issues—all hallmarks of arbitrary
agency action. Greer v. lllinois Hous. Dev. Auth., 122 111. 2d 462, 505-06 (1988). Based on the
record developed after five days of hearings in this matter, and due to the unsound reasons for
these amendments, the Board should deny Illinois EPA’s proposal in its entirety.

II. THE BOARD SHOULD NOT ADOPT ANY AMENDMENTS TO THE MPS

UNLESS THEY OFFER AN ENVIRONMENTAL BENEFIT IN THE FORM OF
ACTUAL EMISSIONS REDUCTIONS.

The remainder of these comments is divided into three sections. This Section II discusses

the legal standards by which the Board should judge Illinois EPA’s proposal, including the Board’s

subject to the MPS. The plants subject to the MPS are located in the local resource zone or load zone of MISO known
as MISO Zone 4.” Ex. 15, Ellis Test. (Dec. 11, 2017), at 6.

7
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analysis of earlier MPS amendments proposed by Ameren in PCB R09-10. Section III addresses
Illinois EPA’s stated reasons for its proposal, and demonstrates that they cannot support its
sweeping rewrite of the MPS. Section IV addresses the environmental impact of Illinois EPA’s
proposal, contending, as in the People’s earlier pre-filed testimony, that Illinois EPA’s proposed
mass caps are set unreasonably high.

The Illinois Supreme Court has made clear that the Board’s rulemaking authority under the
Illinois Environmental Protection Act (“Act”) “is a general grant of very broad authority and
encompasses that which is necessary to achieve the broad purposes of the Act.” Granite City Div.
of Nat. Steel Co. v. IPCB, 155 11l. 2d 149, 182 (1993). The overall purpose of the Act is “to

establish a unified, state-wide program supplemented by private remedies, to restore, protect and

enhance the quality of the environment, and to assure that adverse effects upon the

environment are fully considered and borne by those who cause them.” 415 ILCS 5/2(b)

(emphasis added). More specifically, when enacting our state’s bedrock environmental law
concerning air pollution, the General Assembly specifically found the following:
[P]ollution of the air of this State constitutes a menace to public health and welfare,
creates public nuisances, adds to cleaning costs, accelerates the deterioration of
materials, adversely affects agriculture, business, industry, recreation, climate, and
visibility, depresses property values, and offends the senses.
415 ILCS 5/8. Accordingly, the purpose of Title II of the Act is to “restore, maintain, and enhance
the purity of the air of this State.” /d. Moreover, these provisions are consistent with the
Constitution’s guarantee of the “right to a healthful environment.” Ill. Const.1970, art. 11, § 2.
Dynegy’s questioning of the People during the January hearings in this proceeding implied
skepticism that the Board should evaluate Illinois EPA’s proposal in light of the Act’s stated

purpose to “restore, maintain, and enhance the purity of the air of this State.” 415 ILCS 5/8. That

is precisely what the Act instructs, though. Section 10(A) of the Act, 415 ILCS 5/10(A), also in
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Title II of the Act, provides that:

The Board, pursuant to procedures prescribed in Title VII of this Act, may adopt
regulations to promote the purposes of this Title.

In evaluating Illinois EPA’s proposal, then, the Board certainly must consider if it will
serve to “restore, maintain, and enhance the purity of the air of this State.” 415 ILCS 5/8. See also
Granite City, 155 11l. 2d at 183 (holding that the Board may adopt even “technology-forcing
standards which are beyond the reach of existing technology,” if the Board “determines that a
proposed regulation is necessary to carry out the purpose of the Act”).

Section 27(a) of the Act, 415 ILCS 5/27(a), further instructs that:

In promulgating regulations under this Act, the Board shall take into account the

existing physical conditions, the character of the area involved, including the

character of surrounding land uses, zoning classifications, the nature of the existing

air quality, or receiving body of water, as the case may be, and the technical

feasibility and economic reasonableness of measuring or reducing the particular

type of pollution.

With respect to the MPS, the Board has twice before found that it is “technically feasible
and economically reasonable.” See R06-25 (Dec. 21, 2006), at 54; R09-10 (Apr. 16, 2009), at 29.
As discussed above, in R06-25, the Agency, Ameren, and Dynegy all agreed that the MPS as they
had jointly proposed it was technically feasible and economically reasonable. R06-25, Joint
Statement (Jul. 28, 2006), at 3; Corrected Joint Statement (Aug. 23, 2006), at 5.

In R09-10, Ameren (not Illinois EPA)® proposed revisions seeking more time to install

pollution controls on its fleet to comply with the MPS’s declining SO> limit.’ Specifically, Ameren

8 When asked why Illinois EPA had determined to make its current proposal, instead of putting the responsibility on
Dynegy to advocate for amendments to the MPS, David Bloomberg testified for Illinois EPA that: “I cannot recall
very many, if any, company proposed rulemakings in my time at the Agency, at least for air.” Jan. 17, 2018 Trans. at
128, lines 11-14. Mr. Bloomberg apparently did not recall, although he participated in and testified in R09-10 (see,
e.g., R09-10, Feb. 10, 2009 Trans.) that the only other time the MPS NOx and SO, limits were amended, it had been
the result of a “company-proposed rulemaking” brought by Ameren.

 Ameren proposed to amend the MPS after the Board rejected Ameren’s request for a variance in Ameren Energy
Generating Co. v. IEPA, PCB 09-21 (Jan. 22, 2009).

9
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requested a deferral of meeting 2013-14 SO; standards in exchange for agreeing to, among other
things, a more stringent 0.23 pounds per million British thermal units (“Ib/mmBtu”) standard for
2017 onward. In support of its proposed amendment, Ameren testified the revised standards would
result in a “net environmental benefit” and assured the Board that “[o]ver the next eight years,
Ameren intends to install and operate additional pollution control equipment necessary for it to
achieve compliance with the proposed amendment.” R09-10, Ameren Test. of Michael L. Menne
(Feb. 2, 2009), at 3-4.

The Agency agreed that Ameren’s proposed revisions offered a “slight environmental
benefit.” R09-10, IEPA Post-Hearing Comments (Mar. 6, 2009), at PDF p. 13. Based on that
“environmental benefit,” the Board found that Ameren’s proposed amendment was technically
feasible and economically reasonable:

On the basis of its review of the record, particularly the projected environmental benefit
and the absence of any objection on the part of the Agency, the Board finds that the
proposal by Ameren is technically feasible and economically reasonable . . . .

R09-10 (Apr. 16, 2009), at 29.
The methodology used to demonstrate a “projected environmental benefit,” id., in R09-10,
was described in detail by Ameren, where it stated:

To assess the overall environmental impact of Ameren’s proposal, in conjunction
with Ameren’s petition for a variance (R09-21) [sic], the Agency and Ameren
evaluated projected mass emissions under the MPS and the proposal over an
eleven-year period. From data derived by reports provided by Ameren, the Agency
calculated an _average heat input for the Ameren MPS Group from 2000
through 2007 and multiplied that constant value by SO2 and NOx emission
rates to determine the total tons of SO2 and NOXx for the given period (2010
through 2020). The total tonnage of SO2 and NOx calculated for this time period
assumed Ameren’s compliance with the original MPS rates and then compared that
amount with the total tonnage for SO> and NOx projected under the proposed
amendment in order to determine if compliance with the proposed amendment
afforded a net environmental benefit . . . . In conjunction with its testimony
submitted in this rulemaking, Ameren repeated the analysis performed by the
Agency but used updated data to include calendar year 2008.

10
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See R09-10, Ameren Post-Hearing Comments (Mar. 6, 2009), at 13-14 (emphasis added).

To summarize: in R09-10, the environmental impact of proposed MPS amendments was
analyzed based upon projected actual emissions. The Agency and Ameren projected future
emissions based on actual historical heat inputs. Because the analysis demonstrated that Ameren’s
“compliance with the proposed amendment,” id., would yield less SO> and NOx pollution, both
the Agency and the Board agreed that it offered an environmental benefit. Quite simply: less

pollution equaled an environmental benefit, while more pollution would not have offered any

environmental benefit. And because it concluded that Ameren’s proposal offered an
environmental benefit, the Board also found it to be technically feasible and economically
reasonable. R09-10 (Apr. 16, 2009), at 29.

As discussed in Section III, below, the Board should not even entertain Illinois EPA’s
proposal to amend the MPS, because Illinois EPA and Dynegy have done nothing to dispel the
Board’s earlier conclusions that the MPS as it stands is technically feasible and economically
reasonable. If the Board does consider the merits of Illinois EPA’s proposal, though, the Board
certainly should undertake the same analysis employed in R09-10, and deny Illinois EPA’s
proposal unless it finds an environmental benefit, in the form of actual emissions reductions from
the current MPS, based upon Dynegy’s compliance with a revised MPS.

III. ILLINOIS EPA’S RATIONALES FOR ITS PROPOSAL DO NOT JUSTIFY ITS
ADOPTION.

Before assessing the environmental impact of Illinois EPA’s proposal, a threshold issue is
whether Illinois EPA has presented any credible reason for amending the MPS in the first place.
As stated above: the Board has twice found the MPS’s current rate-based emission limits to be

technically feasible and economically reasonable. See R06-25 (Dec. 21, 2006), at 54; R09-10

11
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(Apr. 16, 2009), at 29. Dynegy, for its part, has testified that it “is in compliance with the current
MPS and is able to demonstrate compliance with the MPS.” Ex. 18, Dynegy’s Responses to Pre-
Filed Questions of the Illinois Attorney General’s Office for Dynegy’s Witnesses (Jan. 18, 2018),
at 3,9 11. This echoes Dynegy’s September 2016 statement to the Board that the variance granted
to it in PCB 14-10 could be terminated because “[the Old Ameren] MPS Group can comply with
the SO, emission limit [of 0.23 Ib/mmBtu] . . . in calendar year 2017 and each calendar year
thereafter.” PCB 14-10, Mot. to Terminate Variance (Sept. 2, 2016), at 4. Illinois EPA earlier
informed the Board that its position “is that the language in the MPS should not generally be
amended.” R09-10, IEPA Post-Hearing Comments (Mar. 6, 2009), at PDF p. 13. If Illinois EPA
now wishes to amend “one of the most important environmental and public health advances in
Illinois in recent decades,” Ex. 14, Diericx Test. (Dec. 11, 2017), Ex. A (2009 testimony of former
Illinois EPA Director Douglas P. Scott to the United States Congress), at 2, then the Board should
require Illinois EPA to present a compelling justification.

The People’s position since the beginning of this proceeding has been consistent: the Board
should reject Illinois EPA’s proposal. See Ex. 9, Gignac Test. (Dec. 11,2017), at 2. Illinois EPA’s
rationale for its proposal boils down to three sentences in its SOR:

[I]n or around November 2016, Dynegy approached the Illinois EPA, requesting that

changes be made to the MPS. Specifically, Dynegy requested that the Dynegy and

Ameren MPS Groups be combined into a single MPS Group to allow the company

the flexibility of using its entire fleet to meet emissions standards and to simplify

compliance. Dynegy also requested that the NOx annual, NOx seasonal, and SO»

annual emission rates be replaced with mass emission limits to provide the company

with additional operational flexibility and economic stability.

R18-20, IEPA SOR, at 3. These explanations do not bear scrutiny, for two primary reasons. Cf.

Greer v. lllinois Hous. Dev. Auth., 122 11l. 2d 462, 505-06 (1988) (“Agency action is arbitrary and

capricious if the agency . . . offers an explanation for its decision which runs counter to the evidence
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before the agency, or which is so implausible that it could not be ascribed to a difference in view
or the product of agency expertise.”). First, Illinois EPA’s and Dynegy’s explanations fail to
justify any need to change the MPS standards that apply to the Dynegy Group, whatsoever.
Second, with respect to the Old Ameren Group, Illinois EPA has failed to adequately consider the
technical feasibility and economic reasonableness of simply holding Dynegy to current MPS
standards.

A. Illinois EPA Has Not Justified Any Amendments of the MPS Standards That
Apply to the Dynegy Group, Based on Its Current Operations.

Of the handful of rationales identified by Illinois EPA in its SOR, certainly the focus of
this proceeding has been on Dynegy’s claimed need for “operational flexibility and economic
stability.” R18-20, IEPA SOR, at 3. See, e.g., Jan. 18, 2018 Trans. at 162, lines 15-17 (Dynegy’s
testimony that “[t]he purpose of the rule change is to ensure that we can offer the units in at their
short-run marginal costs”). As became clear over five days of hearings, though, Dynegy’s claimed
need for “operational flexibility,” as defined by Illinois EPA and Dynegy, could not in any case
warrant modification of the MPS standards applicable to the Dynegy Group.

During the hearings in this proceeding, Illinois EPA testified that its sole understanding of
“operational flexibility” is a rule that allows Dynegy to avoid bidding its plants into the energy
market below cost, “strictly for the purpose of meeting a fleet-wide rate-based limit.” See Ex. 6,
IEPA Responses to Pre-filed Questions (Jan. 12, 2018), at 14; Jan. 17, 2018 Trans. at 57, lines 3-
13. Upon cross-examination, though, Illinois EPA conceded it had no knowledge of how often
Dynegy actually required this “operational flexibility.” Jan. 17, 2018 Trans. at 57, line 14, to 58,
line 4. Dynegy, for its part, testified that, of the two MPS groups, it presently is only the Old
Ameren Group in which plants are bid into the energy market below cost for purposes of MPS

compliance. Specifically, Dynegy claimed, it must bid in the well-controlled Coffeen and Duck
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Creek plants below cost to meet the MPS SO rate for the Old Ameren Group. See Jan. 18, 2018
Trans. at 131, line 3, to 133, line 6 (including Dynegy’s testimony that “we operate the Duck
Creek and Coffeen units at a loss to maintain compliance with the MPS.”).
By contrast, the Dynegy Group has no need for any such “operational flexibility.” As Mr.

Diericx testified for Dynegy:

As demonstrated in our MPS compliance submittals to the Illinois EPA, the

[Dynegy] fleet has a compliance margin. So, therefore, does not need to operate

units at a loss for the sake of compliance with the MPS rate rule.
Jan. 18, 2018 Trans. at 132, lines 15-19. In other words: Illinois EPA’s primary rationale for its
rule—providing Dynegy with ‘“additional operational flexibility and economic stability”—
supplies no basis, whatsoever, for any change to the MPS limits applicable to the Dynegy Group.
The Dynegy Group has a “compliance margin,” id., and Dynegy therefore has no problems
“offer[ing] the units in at their short-run marginal costs.” Id. at 162, lines 15-17. Dynegy has
testified that the Dynegy Group as a whole operated at a $90 million loss for the nine months
ending September 30, 2017. Jan. 18, 2018 Trans. at 144, lines 17-20. This loss, though, cannot be
attributed to Dynegy being required to offer the Dynegy Group plants below cost for MPS
compliance—Illinois EPA’s and Dynegy’s sole explanation for the supposed need for “operational
flexibility” under the current MPS. Dynegy clearly testified to the Board that the two plants in the
Dynegy Group that are controlled for SO>—Baldwin and Havana—*“are not operated at a loss
solely for MPS compliance.” Id. at 132, line 21, to 133, line 6.

Neither do any other rationales identified by Illinois EPA in its SOR—allowing Dynegy to

“us[e] its entire fleet to meet emissions standards” and “simplify[ing] compliance”—justify any
amendments to the MPS standards based on the Dynegy Group’s operations. Simply put: there is

nothing complicated about the Dynegy Group’s compliance with the MPS, because Dynegy earlier
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completed the “installation and operation of pollution control equipment” that was “required to
achieve” compliance with MPS SO, limits. R06-25, Corrected Joint Statement (Aug. 23, 2006),
at 4.!% For 2017, the Dynegy Group’s SO> emission rate was 0.137 Ib/mmBtu, well below its 0.19
Ib/mmBtu limit. See Ex. 37, Armstrong Test. (Apr. 3, 2018), Att. 6. Dynegy testified during the
March 6, 2018 hearing that, “[b]y adding the six [Dynegy] units with the [Old Ameren] units, the
fleet would have more operating options.” Mar. 6, 2018 Trans. at 22, lines 11-13. The Dynegy
Group does not need more operating options, though; it is able to comply with the MPS without
difficulty.

Accordingly, Illinois EPA and Dynegy have failed to supply any credible rationale for
amending the MPS standards applicable to the Dynegy Group, based on its current operations.
Therefore, the Board should reject the proposed MPS amendments.

B. Illinois EPA Has Failed to Adequately Consider the Option of Simply
Maintaining Current MPS Standards for the Old Ameren Group.

Neither have Illinois EPA or Dynegy provided any good reason for modifying the MPS
standards applicable to the Old Ameren Group. Dynegy’s criticism of the current MPS, as it
applies to the Old Ameren Group essentially is that it “could force you to make bad business
decisions like running the units that are losing money more and running profitable units less to
lower the annual emission rate.” Mar. 6, 2018 Trans. at 26, lines 7-11.

Based on the history of the MPS described in Section I, above, though, Dynegy is flatly
wrong. The MPS does not “force” any operator to make such business decisions. Rather, as

Dynegy acknowledged over a decade ago, the intent of the MPS was to compel “the installation

107t is important to bear in mind, though, that Dynegy’s installation of this pollution control equipment also was driven
by the Consent Decree entered in United States v. Illinois Power Company, 99-833-MIJR (S.D. Ill.), to resolve federal
Clean Air Act violations alleged by the United States and the State of Illinois. See
https://www.epa.gov/enforcement/consent-decree-united-states-america-et-al-v-illinois-power-company-et-al-civil-
action.
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and operation of pollution control equipment required to achieve the [MPS] NOX and SO2

standards.” R06-25, Corrected Joint Statement (Aug. 23, 2006), at 4 (emphasis added). Just five
years ago, in PCB 14-10, Dynegy advised the Board that the installation of new pollution controls
at Newton would “allow the owners of the MPS group to meet the MPS rate” and that it was
“poised to assume the compliance plan [Ameren] committed to last year.” PCB 14-10, Dynegy
Post-Hearing Brief (Oct. 7, 2013), at 7. Based on the historical record, then, the path to MPS
compliance is clear: installing and operating new pollution controls. Despite this clear record,
Illinois EPA has failed to provide any testimony or analysis showing why Dynegy could not—and
should not—simply finish the job of installing pollution control equipment on the Old Ameren
Group, as was promised to the Board in PCB R09-10, PCB 12-126, and PCB 14-10.

Dynegy has asserted that it sometimes operates the Old Ameren Group’s Coffeen and Duck
Creek units—both controlled for SO, with flue gas desulfurization (“FGD”)—"at a loss to
maintain compliance with the MPS.” Jan. 18, 2018 Trans. at 131, line 4, to 133, line 6 (including
Dynegy’s testimony that “[w]e operate the Duck Creek and Coffeen units at a loss to maintain
compliance with the MPS.”). Dynegy also has asserted that it has run its uncontrolled Joppa units
less at various times, also to maintain compliance with the MPS rate-based SO; limit. See Mar. 6,
2018 Trans. at 33, lines 7-9.

Even taking Dynegy at its word, it is difficult to see the urgent need for a rule change that
Dynegy claims. Dynegy has testified that, of the two MPS groups—it is actually the Old Ameren
Group that generates a positive operating income—$40 million, for the nine months ending
September 30, 2017. Jan. 18, 2018 Trans. at 144, lines 17-24. In other words: the only MPS
Group that purportedly is negatively impacted by MPS compliance performs better economically

than the MPS Group that is not.
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Certainly, the Old Ameren Group’s operations are constrained by its lack of pollution
controls to comply with the MPS’s current SO> emission rate of 0.23 1b/mmBtu, which went into
effect in 2017. This constraint is demonstrated by the analysis in Table 10 of the People’s
December 11, 2017 pre-filed testimony, which showed that the Old Ameren Group could not
operate at maximum capacity in compliance with the MPS’s currently applicable SO rate, given
the Group’s unit-level emission rates for 2016. Ex. 9, Gignac Test. (Dec. 11, 2017), at 18. In
Attachments 3 through 6 of the People’s April 3, 2018 pre-filed testimony, we repeated the analysis
using 2013 through 2015 and 2017 unit-level emission rates, and reached the same result. Ex. 37,
Armstrong Test. (Apr. 3, 2018), Atts. 3-6. Table 10 in each of these spreadsheets shows the
maximum system-wide heat input for the Old Ameren Group while maintaining compliance with
the current SO; rate of 0.23 Ib/mmBtu, assuming that all of the Group’s cleanest units are run first.
This scenario—which, to be clear, all parties agree is totally impracticable in the real world—is
used only as an analytical tool to show that the Old Ameren Group cannot be run at full capacity
and comply with the current MPS SO» emission rate, even if it were operated in the very most
optimal fashion for maximizing system-wide heat input.

This result should not surprise any participant in this case. It was this very SO limit that
prompted Dynegy to seek a variance from the MPS in PCB 14-10. In that case, Dynegy’s witness
Daniel P. Thompson testified that complying even with the MPS’s 2015 SO; emission rate of 0.25
Ib/mmBtu for the Old Ameren Group would “effectively require each of the Newton, E.D.
Edwards and Joppa energy centers to limit its respective generation to approximately one-third of
its capacity.” PCB 14-10, Petit. for Variance (July 22, 2013), Ex. 8, Thompson Aff., at 6. In
exchange for more time to comply with MPS SO emission limits, Dynegy “assume[d] the

compliance plan [Ameren] had committed to” in 2012, to install new pollution controls
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(specifically, FGD) at Newton. PCB 14-10, Dynegy Post-Hearing Brief (Oct. 7, 2013), at 7.

While it has been understood for over a decade that MPS compliance within the Old
Ameren Group would require installation of additional pollution controls, Illinois EPA now shrugs
off that approach because “controls are not cheap.” Jan. 17,2018 Trans. at 53, lines 10-20. Illinois
EPA’s position departs without explanation from its past policies and ignores a crucial issue under
Section 27(a) of the Act, 415 ILCS 5/27(a). See Greer v. Illinois Hous. Dev. Auth., 122 1ll. 2d
462, 505-06 (1988).

Specifically, Section 27(a) of the Act, 415 ILCS 5/27(a) (emphasis added), instructs the

Board to consider “the technical feasibility and economic reasonableness of measuring or

reducing the particular type of pollution.” Dynegy can simply continue to dispatch its plants as

it has done in recent years to meet the current MPS’s SO emission limits, or as Illinois EPA
acknowledges, Dynegy could comply with the current MPS by installing pollution controls to
reduce emission rates. Apr. 17, 2018 Trans. at 155, lines 18-24. Illinois EPA’s witness qualified
that answer, as follows: “I suppose you could say that about anybody, that anybody could just
spend several million dollars to put controls on.” Id. The glaring problem with this answer is that
[llinois EPA actually has not provided any testimony or analysis of how much SO, controls would
cost to install and operate on the Old Ameren Group, much less that it would be infeasible or
unreasonable for Dynegy to do so. Indeed, Illinois EPA did not recall even discussing with Dynegy
the possibility of installing additional pollution controls, as they developed the current proposal
together. Jan. 17,2018 Trans. at 53, line 21, to 54, line 2. Illinois EPA’s inadequate consideration
of “the technical feasibility and economic reasonableness of measuring or reducing [SO:]
pollution,” 415 ILCS 5/27(a), is also apparent from its October 2, 2017 Technical Support

Document (“TSD”). The TSD’s analysis is limited to the following paragraph:
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4.0 Technical Feasibility and Economic Reasonableness

The proposed amendments are both technically feasible and economically
reasonable. The owner/operator of the affected sources has agreed that the
emission limits contained in the proposed amendments are achievable. The
proposed amendments are likewise economically reasonable, as they have been
proposed to provide operational flexibility to the affected sources, and will not
cause adverse economic impact.

R18-20, IEPA TSD, at 8. In other words: Illinois EPA concludes that the proposal is reasonable
because Dynegy says it is. Illinois EPA’s failure to consider the possibility that Dynegy simply
comply with the current MPS by: 1) installing needed (and promised) pollution controls, or 2)
operating its plants with an appropriate level of controlled unit operation to meet the emission
standard, is unreasonable.

Even more problematic is that Dynegy did, construct and operate new SO- pollution control
equipment at its Newton plant over the past two years, pursuant to construction permits issued by
Illinois EPA. The People included as Attachments 8 and 9 to the People’s April 3, 2018 pre-filed
testimony (Ex. 37) a May 24, 2016 construction permit and a June 9, 2017 revised construction
permit issued by Illinois EPA to Dynegy. The June 9, 2017 revised permit authorizes “ductwork
sorbent injection . . . to be conducted on an on-going basis on [Newton] Boiler 1, no longer limiting
the use of this equipment to evaluation of sorbent injection.” Ex. 37, Armstrong Test., Att. 9 at
1.b.1. In other words: Illinois EPA has authorized Dynegy to operate sorbent injection at Newton
on a permanent basis—completely belying Illinois EPA’s implication that it is cost-prohibitive to
install any additional pollution controls on the Old Ameren Group. Despite issuing two
construction permits for sorbent injection at Newton, including for permanent operation of the
equipment, Illinois EPA did not disclose this equipment to the Board when asked in January

2018.'"! Tllinois EPA further was unable at hearing to answer even basic questions about how much

1 The Board specifically asked Illinois EPA to “[p]rovide a table listing each facility and unit along with the current
pollution control equipment.” Ex. 6, IEPA Responses to Pre-filed Questions (Jan. 12, 2018), at 7.
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the pollution controls had cost to install; what level of control they could achieve; or whether it
would be possible to install similar equipment at other units in the Old Ameren Group. Apr. 17,
2018 Trans. at 159, line 6, to 160, line 13.

Ilinois EPA’s failure to consider the technical feasibility and economic reasonableness of
Dynegy complying with the existing MPS through the installation of long-promised SO controls
or operating its plants with an appropriate level of controlled unit operation to meet the emission
standard, ignores one of Section 27(a)’s key requirements. As with the Dynegy Group, the record
does not justify any modification to the standards applicable to the Old Ameren Group, based on
current operations. Consequently, the Board should reject the proposed MPS amendments.

C. Dynegy and Vistra’s Evasive Answers Have Further Frustrated the
Development of an Adequate Record.

Just taking Illinois EPA’s and Dynegy’s testimony at face value, it is puzzling why these
amendments needed to be proposed in the first place. Dynegy has testified that it “is in compliance
with the current MPS and is able to demonstrate compliance with the MPS.” Ex. 18, Dynegy’s
Responses to Pre-Filed Questions of the Illinois Attorney General’s Office for Dynegy’s Witnesses
(Jan. 18, 2018), at 3, 9 11. The Dynegy Group apparently needs no relief at all from its MPS
emission rate limits. Jan. 18, 2018 Trans. at 132, line 21, to 133, line 6. While the operations of
the Old Ameren Group are constrained by its MPS SO- limit, it actually performs better financially
than the Dynegy Group, according to Dynegy’s testimony. Jan. 18, 2018 Trans. at 144, lines 17-
24. Dynegy has maintained to the Board that it does not expect to retire or mothball any of its
controlled plants solely as a result of the Board’s adoption of Illinois EPA’s proposal. See, e.g.,
Jan. 18, 2018 Trans. at 122, lines 9-11. And Vistra has adopted all of Dynegy’s testimony by
reference. See Apr. 17,2018 Trans. at 192, lines 5-6 (“[ W]e support the statements and testimony

provided to the Board by Dynegy in this matter to date.”).
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Of course, though, one of the central problems with this rulemaking is that it has always
been about much more than what Illinois EPA and Dynegy have told the Board. Vistra’s CEO
Curt Morgan first made this clear in an investor call even before the Vistra-Dynegy merger had
closed, stating that the purpose of this rulemaking was to determine what plants were “in” and
what plants were “out.” Ex. 30, IAGO Pre-filed Questions (Mar. 2, 2018), at 4 (transcript of
February 26, 2018 Vistra investor call). Days after the Vistra-Dynegy merger closed on April 9,
2018, Mr. Morgan made additional comments to the media, referring to some of Dynegy’s plants
with pollution controls as “hugely out of the money,” and stating, “[w]e’re likely going to have to
retire some facilities there.” See Ex. 41, Weak MISO prices compound Ill. coal plant woes, E & E
NEWS (Apr. 13, 2018), at 2.

Vistra’s representative was not nearly so loquacious in testimony before the Board, though;
when asked about Mr. Morgan’s public statements just the week before, about retiring Dynegy
plants, she stated simply, “I can’t comment on that.” Apr. 17, 2018 Trans. at 194, line 20, to 195,
line 3. In other words: Vistra sees no problem in talking about its real intent for this rulemaking
in public—just not in sworn testimony before the Board.

Even since the latest hearings in April, Vistra’s CEO Curt Morgan has doubled down on
Vistra’s intent to shrink the Dynegy fleet:

And so I would expect balance of this year [sic], you guys are going to hear a lot

more from us about what we’re going to do with our MISO generation. I do think

though at the end, when we get all that done, the retail business and what’s left of

the assets, we could have a little — nice little business in MISO that we can make

money on, and that’s the real goal on this. And so that’s what I think, you’ll see us
probably a smaller, more focused business in MISO at the end of the day.

See Attachment 1, Vistra Q1 2018 Earnings Call (May 5, 2018), at PDF p. 25.
One could imagine this rulemaking having proceeded very differently if Dynegy had been

upfront, from the beginning, with Illinois EPA, the Board, and all of the participants to this
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rulemaking, about its intentions for the MPS fleet. Dynegy—and, now, Vistra—could have
disclosed, as Mr. Morgan has to the media, that some of Dynegy’s plants with advanced pollution
controls are “hugely out of the money.” See Ex. 41, Weak MISO prices compound Ill. coal plant
woes, E & ENEWS (Apr. 13, 2018), at 2. Dynegy—and, now, Vistra—could have explained that
it does have SO» pollution controls available to it—indeed, that it had obtained a construction
permit allowing it to operate sorbent injection at its Newton plant to control SO> on an “ongoing
basis,” and had actually operated the equipment during 2017. Ex. 37, Armstrong Test., Att. 9 at
1.b.i.'>  Dynegy—and, now, Vistra—could have made clear that the real purpose of this
rulemaking is to allow closure of Illinois coal plants, in order to make a “nice little business in

MISO,” not to “ensure the viability of the entire Illinois fleet,” as Dynegy earlier told the Board

in sworn testimony. Ex. 15, Ellis Test. (Dec. 11, 2017), at 2.

If Dynegy and Vistra had not been so evasive before the Board, this rulemaking could have
proceeded in a much more efficient and rational manner. The parties could have discussed,
debated, and potentially designed modifications to the MPS that reflected the substantial changes
that Vistra’s CEO says are imminent. If, as seems likely, Vistra will close down multiple MPS
plants, then the parties could have considered what plants are expected to remain by the end of this
year; what existing and potential new pollution controls were available to those plants; and,
ultimately, what level of pollution control would be technically feasible and economically

reasonable for that “smaller, more focused” fleet. Attachment 1, Vistra Q1 2018 Earnings Call, at

12 Compare with Dynegy’s testimony at the January 18, 2018 hearing, Jan. 18, 2018 Trans. at 178, lines 8-12:

Q [Ms. Bugel] And has Dynegy explored the installation of dry absorbent injection as an option to meet the current
MPS in a more or less costly way than operating Duck Creek and Coffeen at a loss?

A [Mr. Diericx] No.

By January 2018, Dynegy had done more than “explore” the installation of sorbent injection—it actually installed it
at the Newton plant. Yet Dynegy did not disclose this upon direct questioning.
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PDF p. 25. Those considerations did not, and cannot occur, on the present record.

The record’s deficits support the People’s conclusion: this rulemaking should be rejected.
The Board has twice found the MPS’s current rate-based emission limits to be technically feasible
and economically reasonable. Dynegy itself has made clear that it can comply with the current
MPS. Illinois EPA and Dynegy have provided no justification for rewriting it.

IV.  ILLINOIS EPA’S PROPOSAL TO SCRAP RATE-BASED LIMITS IN FAVOR OF

UNREASONABLY HIGH MASS CAPS SHOULD BE REJECTED BECAUSE OF

ITS NEGATIVE ENVIRONMENTAL IMPACT.

As discussed in Section III, Illinois EPA has failed to provide any reasonable justification
for amending the MPS, and the Board should deny Illinois EPA’s proposal outright. The case
against Illinois EPA’s proposal becomes even stronger when its negative environmental impact is
considered. Because Illinois EPA’s proposal does not promote the Act’s purposes to “restore,
maintain, and enhance the purity of the air of this State,” 415 ILCS 5/8, the Board should reject it.

Illinois EPA’s proposed mass-based caps are inherently less protective than the MPS’s
current rate-based limits. The MPS’s current limits are flexible, “real-world” limits that “ensure
that [plants] are properly controlling their emissions over the course of the year, no matter how
much or how little they actually run.” Ex. 9, Gignac Test. (Dec. 11, 2017), at 21. By contrast,
Illinois EPA’s proposed mass caps would authorize—immediately upon adoption and at all times
thereafter—levels of SO2 and NOx pollution so high that they would be permitted under the current
MPS only if all current units were collectively operating at a higher heat input than any reached
during the past decade. Dynegy, with its current fleet, clearly could never operate in that manner
under the current MPS, though—including because, under the current MPS SO» emission rate
limit, the Old Ameren Group’s heat input is restricted due to its lack of pollution controls.

Accordingly, the proposed regulatory sleight of hand would instantly transform the MPS from a
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standard that requires additional pollution controls on the Old Ameren Group—see PCB R09-10,
PCB 12-126, and PCB 14-10—into one that does not.

If Tllinois EPA’s proposal were adopted, Dynegy immediately would be allowed to increase
pollution by: (1) no longer curtailing operations of higher-polluting units in the Old Ameren Group
that it cannot currently operate under the MPS; (2) discontinuing use of the new sorbent injection
pollution control equipment installed at Newton; and (3) shutting down better controlled, but more
costly-to-operate units, thereby facilitating more run-time for remaining uncontrolled units. The
combined effect would be to permit Dynegy to immediately increase pollution from the MPS units
by tens of thousands of tons per year, relative to its operations under the current MPS. Illinois
EPA’s proposal therefore should be rejected as contrary to the Act’s purposes.

If, despite the record’s inadequate support, the Board does determine to accept the proposal
to scrap the MPS’s currently applicable and effective rate-based emission limits, then the People
strongly urge the Board to revise Illinois EPA’s proposed caps downward. Illinois EPA’s proposed
caps lack any rational basis, but instead unreasonably defer—without any independent analysis—
to Dynegy’s representations of what limits it could meet while operating, as Illinois EPA put it,
“in a financially reasonable way.” April 17,2018 Trans. at 209, line 15, to 210, line 4. The People
also urge that the Board should provide that any mass-based limits will decline upon Dynegy’s
mothballing or retirement of any MPS unit.

A. Illinois EPA’s Proposed Mass-Based Caps Are Inherently Less Protective
Than Current Rate-Based Limits, and Would Permit Additional Pollution.

Ilinois EPA’s proposed caps of 49,000 tons of SO> and 25,000 tons of NOx, annually,
exceed any reasonable projection of Dynegy’s actual emissions under the current MPS. If Illinois
EPA’s proposed caps are adopted, Dynegy immediately would be permitted to increase pollution

by tens of thousands of tons per year. This would result in a negative environmental impact,
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contrary to some of Illinois EPA’s inconsistent testimony in this proceeding.
1. Ilinois EPA’s Proposed “Worse Than Worst-Case Scenario” Mass

Caps Are Inherently Less Protective Than the MPS’s Current Rate-
Based Limits.

In describing its use of “allowable emissions” to analyze its proposal’s environmental
impact, Illinois EPA testified that “[u]se of allowable emissions is the most conservative way to
do modeling and planning,” and that “modeling is often done using allowable emissions to

represent the worst case scenario.” See Jan. 17, 2018 Trans. at 23, lines 8-18 (emphasis added).

As a consequence: “[A]llowable emissions often have very little to do with actual emissions
throughout all of the Board’s rules.” Jan. 17,2018 Trans. at 47, lines 11-13.

Section IV.B.1, below, discusses in greater detail the deficits of Illinois EPA’s reliance
upon allowable emissions in this proceeding to analyze environmental impact, in direct conflict
with its use of projected actual emissions in R09-10. As an initial point, though, Illinois EPA’s
above testimony helps sum up why its proposed mass-based caps are not as protective as the
current MPS rate-based limits. The amount of pollution permitted by a rate-based cap varies with
the amount of a facility’s usage (its heat input, in this case.) See Apr. 17,2018 Trans. at 161, lines
19, to 163, line 7). In other words: with a rate-based limit, a facility’s compliance is assessed by
its emissions under actual operating conditions, not in comparison to what pollution could have
been emitted under more extreme, “worst-case” conditions. By contrast, the amount of pollution
permitted by a mass-based cap does not vary with the amount of a facility’s usage. It is set at one
number that applies to the facility at all times, regardless of operating conditions for any given
period.

Accordingly, just by switching from rate-based to mass-based caps, Illinois EPA’s proposal
strips the current MPS of its capacity to closely regulate the MPS units no matter how much or

how little they actually operate. For that reason, alone, Illinois EPA’s proposal can and should be
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rejected. Even more, though, Illinois EPA has proposed inordinately high mass-based caps that
reflect three sets of unsupported assumptions:

(1) future operation of the MPS units at an overall heat input level that exceeds levels
reached at any point over the past ten years, all at a time when coal usage in the
United States has declined overall, and specifically in the power generating sector,
where it has declined by 61 million short tons or 8 % from 2015 —2016;"

(2) more specifically, future operation of the Old Ameren Group at that higher heat
input level, even though the Group, as currently controlled, could barely increase
heat input even marginally and remain in compliance with the MPS SO» limit that
went into effect in 2017; and

3) operation of all current MPS units, even though one (Baldwin Unit 3) is currently
mothballed, and Vistra has advised its investors that shutdowns are forthcoming.

The end result is that Illinois EPA’s proposed caps reflect not even just a “worst-case scenario,”
but a “worse than worst-case scenario.”

First, with respect to the MPS Groups’ overall heat input, one simple but clear indication
of how Illinois EPA’s proposed caps reflects a “worse than worst-case scenario” is to compare

them with the MPS units’ actual emissions during recent years:

Year SO2 Annual Tons | NOx Annual Tons
2013 43,324 18,849
2014 44,382 18,085
2015 35,706 15,309
2016 27,621 13,925
2017 30,578 15,900

The disparity between Illinois EPA’s proposed annual caps of 49,000 tons of SO and 25,000 tons

of NOx, and the MPS units’ actual emissions over the past five years should concern the Board.

13 U.S. energy consumption rose slightly in 2016 despite a significant decline in coal use, U.S. Energy Information
Administration (April 5, 2017). Available at: https://www.eia.gov/todayinenergy/detail.php?id=30652.

!4 Notably, the MPS units’ 2016 and 2017 SO, emissions reflect the fact that Dynegy took efforts in both 2016 and
2017 to show compliance with declining MPS SO, limits of 0.25 Ib/mmBtu (2016) and 0.23 Ib/mmBtu (2017), see
R14-10, Mot. to Terminate Variance (Sept. 2, 2016), at 4, and in fact met the 0.23 lb/mmBtu limit in 2016. See Ex. 9,
Gignac Test. (Dec. 11, 2017), Exhibit 1.
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These five years even include two years—2013 and 2014—of relatively higher heat inputs. The
2017 data shows Illinois EPA’s proposed SOz and NOx caps are respectively 60% and 57% higher
than MPS units’ actual emissions in 2017. The proposed caps bear little relation to the MPS fleet’s
real-world operations. To paraphrase Illinois EPA, its proposed limits “have very little to do with
actual emissions.” Jan. 17, 2018 Trans. at 47, lines 11-13.

That Illinois EPA’s proposed caps are unreasonably high also is evident when they are
compared to what level of pollution would have been permitted under currently applicable MPS
rates, looking at the MPS units’ historical heat inputs for the past ten years. This analysis is
included in Attachment 2 to the People’s April 3, 2018 pre-filed testimony (Exhibit 37).

Attachment 2 includes, for the years 2008 through 2017: (1) a table showing historical
capacity factors for the current MPS units; (2) historical annual unit-level heat inputs, and (3)
historical annual heat inputs for the current MPS Groups, overall. Based on those historical heat
inputs, Attachment 2 then calculates what levels of annual SO; and NOx emissions would have
been permissible under the overall group MPS emission rate limits currently applicable to the
Dynegy and Old Ameren Groups, disregarding the Groups’ actual unit-level emission rates.

As Attachment 2 shows, if the current MPS emission rate limits had been in place over the

past ten years, then the current MPS units would at no point during the past ten years have been

permitted to emit either 49,000 tons of SO, or 25,000 tons of NOx annually, based on the actual
overall heat inputs for the Dynegy and Old Ameren Groups for each year in that period. To be
clear: as discussed immediately below, when the current MPS’s requirement to average together
unit-level emission rates is taken into account, the Old Ameren Group would struggle to even
marginally increase current heat input and still comply with the now-effective 2017 MPS SO

emission rate limit. Even assuming, though, that the current MPS units could otherwise return to
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their past-decade peak overall heat input (from 2011) 0of 445,904,570 mmBtu (194,717,709 mmBtu
for the Dynegy Group and 251,186,861 for the Old Ameren Group), in compliance with
MPS emission rate limits, the MPS would still limit the units to no more than 47,385 tons of SO»
emissions and 23,551 tons of NOx emissions, annually. So, even disregarding the units’ actual
emission rates, Illinois EPA’s proposed annual caps on SO2 and NOx exceed what the current MPS
would have permitted, even under the highest actual heat inputs of the past ten years.!> Based
strictly on overall historical heat inputs, then, Illinois EPA’s proposed caps reflect not even a
“worst-case scenario,” but a “worse-than-worst-case scenario.”

Second, Illinois EPA’s proposed caps also fail to take into account that the Old Ameren
Group’s operations under the current MPS are constrained by its lack of SO, pollution controls.
When asked during the January 17, 2018 hearing if the MPS fleet as currently controlled could
actually operate at maximum capacity in compliance with the MPS’s fleet-wide emission rate
limits, Illinois EPA’s witness testified that he did not know. Jan. 17, 2018 Trans. at 48, lines 13-
24. In other words, Illinois EPA completely disregarded one of the MPS’s central features when
it developed its current proposal.

The reality is that the Old Ameren Group, as currently controlled, cannot operate at
maximum capacity and comply with the MPS SO emission rate limit. This was true when Dynegy
said it in 2013, R14-10, Petition for Variance, Ex. 8, Thompson Aff., at 6, and it remains true
today. The People established this point in Table 10 to our December 11, 2017 pre-filed testimony,
which showed that the Old Ameren Group could not operate at maximum capacity in compliance
with the MPS at its unit-level emission rates from 2016—the most recent available emission rates

at the time we prepared the testimony. Ex. 9, Gignac Test. (Dec. 11, 2017), at 18. Illinois EPA

15 The 2011 combined heat input of 445,904,570 mmBtu is 42% higher than 2017’s combined heat input of
314,776,210 mmBtu.
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and Dynegy then, at various points during subsequent hearings, implied that use of only 2016
emission rates presented a myopic view of the MPS units’ operations—though failed to present
any evidence of their own on historical emission rates. See, e.g., Jan. 17, 2018 Trans. at 49, lines
4-12 (Illinois EPA stating that it could not consider the MPS units’ actual emission rates without
making “assumptions about the emission rates of other units that they are not required to meet on
a unit or source-specific basis”™).

To address these purported concerns, the People calculated the actual annual unit-level
emission rates for each of the current MPS units for 2013 through 2015 and 2017, in the same
manner described on page 8 of the December 11, 2017 pre-filed testimony. See Ex. 37, Armstrong
Test. (Apr. 3, 2018), Atts. 3-6. In short: annual unit-level SO, and NOx emission rates have been
consistent over the past five years throughout both the Dynegy and Old Ameren Group. Expressed
to two decimal points—as are the emission rates in the MPS—the units at each MPS plant has had

the following range of annual SO, emission rates:

Plant Range of Annual SO: Emission Rates,
2013-2017 (Ib/mmBtu)

Baldwin 0.07 - 0.08

Havana 0.07 —0.08

Hennepin 0.42 —-0.50

Coffeen 0.00 - 0.01

Duck Creek 0.00 — 0.02

Edwards 0.41 —0.45

Joppa 0.39-0.51

Newton 0.40 — 0.51 (2013-2016); 0.29 (2017)

As shown by these historical rates, the four plants identified by Illinois EPA in its testimony
to have controls for SO,—Baldwin, Havana, Coffeen, and Duck Creek—have remained nearly

identical from year to year. See IEPA Responses to Pre-Filed Questions (Jan. 12, 2018) at 7 (table

16 The NOx emission rates are more unit-specific, as opposed to plant-specific, relative to SO, emission rates, but
nevertheless also are consistent from year to year. See Ex. 9, Gignac Test. (Dec. 11, 2017), Exhibit 1; Ex. 37,
Armstrong Test. (Apr. 3, 2018), Atts. 3-6.
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identifying SO and NOx controls at MPS plants). Plants for which Illinois EPA has not identified
controls—Hennepin, Edwards, Joppa, and Newton—have slightly more variation, based on the
sulfur content of coal burned that year, but still remain bounded between 0.39 Ib/mmBtu and 0.51
Ib/mmBtu SO,, at the most extreme ranges.!” Thus, there is no need for Illinois EPA to make any
“assumptions” about emission rates, (Jan. 17, 2018 Trans. at 49, lines 4-12); these are the plants’
actual historical emission rates for five years, and they are steady.

As the Tables 10 in Exhibit 1 to the People’s December 11, 2017 pre-filed testimony and
Attachments 3 through 6 of the People’s April 3, 2018 pre-filed testimony demonstrate, the Old
Ameren Group cannot operate at maximum heat input and comply with the MPS. Moreover,
though, Attachments 3 (2013 data) and 4 (2014 data) to the People’s April 3, 2018 pre-filed

testimony further show that Dynegy cannot operate even at marginally higher heat inputs and

comply with the current MPS SO rate that went into effect in 2017.

Again: MPS unit-level emission rates for SO, were largely consistent from 2013 through
2017 (with the sole exception of the “mystery” sorbent injection equipment operational during
2017 at Newton Unit 1). During 2017, the Old Ameren Group was able to comply with the 2017
MPS SO emission rate limit of 0.23 Ib/mmBtu with a heat input of 186,288,664 mmBtu. As
Dynegy finally admitted after lengthy cross-examination during the March 6, 2018 hearing in this
proceeding, its compliance strategy in 2017 included reducing heat input to its uncontrolled Joppa
units, in order to maintain compliance with the MPS’s SO emission rate limit. See Mar. 6, 2018
Trans. at 33, lines 4-9; 52, lines 9-12.

By contrast, at the marginally higher heat inputs in 2013 (219,033,299 mmBtu) and 2014

(225,448,494 mmBtu), the Old Ameren Group blew past the current MPS SO; limit, with emission

17 Sole exception is Newton Unit 1’s 2017 SO, emission rate, which was influenced by newly installed sorbent injection
control equipment that was operational in 2017 but never disclosed to the Board by Illinois EPA or Dynegy.
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rates of 0.302 Ib/mmBtu (2013) and 0.310 Ib/mmBtu (2014).'* See Ex. 37, Armstrong Test. (Apr.
3, 2018), Atts. 3 and 4. Simply put: Dynegy can no longer operate the Old Ameren Group as it
did in 2013 and 2014. The Old Ameren Group cannot operate at even those years’ modestly higher
levels and still comply with the MPS, because Dynegy did not install the pollution controls it
needed to keep up with the MPS’s increasingly stringent SO, limit.'?

Again, the Old Ameren Group’s operational constraints should not surprise any participant
in this rulemaking. The Old Ameren Group’s heat input level is restricted under the current MPS
because Dynegy has not invested in “the installation and operation of pollution control equipment
required to achieve the [MPS] NOX and SO2 standards.” R06-25, Corrected Joint Statement (Aug.
23, 2000), at 4. By attempting to set “worse than worst-case” standards that ignore this well-
established constraint, Illinois EPA eliminates the MPS and erases its pollution-control
requirements.

Third, Illinois EPA’s proposed caps reflect a “worse than worst-case scenario” because
they are premised on the continued operation of all current MPS units, and do not decline upon the
retirement or mothballing of a unit. Indeed, even today, one of the “current MPS units,” Baldwin
Unit 3 (which is also a controlled unit), is mothballed. See Mar. 6, 2018 Trans. at 50, lines 16-17.
Yet Illinois EPA insists that its proposed caps should be assessed based on the potential operations
of all current units, including Baldwin Unit 3. See, e.g., R18-20, IEPA TSD, at 9-10.

[llinois EPA’s proposal would eliminate the environmental benefits of the MPS. Under the

18 One telling detail is that Coffeen—which due to its FGD control equipment emits virtually no SO,—actually had a
significantly higher heat input during 2017 (59,040,683 mmBtu) (32% of overall Group heat input) than in 2013
(50,679,190 mmBtu) (23% of overall Group heat input) or 2014 (50,679,190 mmBtu) (22% of overall Group heat
input). To achieve higher heat input now, Dynegy would have to lean largely on the uncontrolled E.D. Edwards and
Joppa plants, which it could not do in compliance with the current MPS SO, emission rate.

1 This point also is made by Attachment 10 to the People’s April 3, 2018 pre-filed testimony (Exhibit 37), applying
2017 MPS unit-level emission rates to historical heat inputs from 2002 (the base year for the Regional Haze SIP).
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current MPS, if a unit is retired or mothballed, it simply does not factor into MPS compliance; if
there is no heat input to a plant, there is no allowance for pollution from that plant. Yet Illinois
EPA’s proposal would lock in an allowance for pollution for all current MPS units, at all times
going forward. Illinois EPA’s position is particularly unreasonable in light of Vistra’s multiple
statements to its investors and the media regarding retirement of MPS units—including most
recently stating that it intends to make closure decisions by the end of the year. See Attachment
1, Vistra Q1 2018 Earnings Call, at PDF p. 25. If the MPS fleet will shrink, then why should
permanent pollution limits be set based upon the operations of the entire current fleet? The Board
faces the prospect of adopting rules that would authorize levels of pollution based on the operations
of a full MPS fleet—only for Vistra to then shrink that MPS fleet into a “smaller, more focused
business” by the end of the year. /d.

In sum: Illinois EPA’s proposed mass caps are inherently less protective than the current
MPS. The current MPS is a flexible standard created by the Illinois EPA that ensures adequate
pollution control no matter how often the MPS units run. Illinois EPA’s proposed caps instead are
rigid limits reflecting a “worse than worst-case scenario” resting on unreasonable and unsupported
assumptions regarding how the MPS units have operated, and will operate. Illinois EPA’s proposal
does not promote the Act’s purposes to “restore, maintain, and enhance the purity of the air of this
State,” 415 ILCS 5/8, and the Board should reject it.

2. Illinois EPA’s Proposed Caps Would Allow Dynegy to Immediately
Increase Pollution.

Illinois EPA and Dynegy’s argument apparently is that there is nothing wrong with the
Board’s basing MPS rate-based limits on a “worst-case scenario,” because, they assert, the MPS
as it stands now would allow such emission levels if and when, for example, market conditions for

Dynegy’s plants improved. See, e.g., IEPA TSD, at 11-12. As shown in Section IV.A.1., above,
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though, Illinois EPA’s proposed caps represent not just a “worst-case scenario,” but a “worse-than-
worst-case scenario.” Illinois EPA’s proposal would change the MPS in a manner that would
immediately permit Dynegy to emit significantly more pollution than under the current MPS,
regardless of broader market conditions.

First, switching from rate-based to mass-based limits immediately would remove the Old
Ameren Group’s current heat input restriction, caused by its lack of sufficient pollution controls
to comply with the MPS’s SO» emission rate limit. One consequence would be that Dynegy no
longer would have any need to curtail its operation of its Joppa units (or units of other higher-
emitting plants) in order to comply with the Old Ameren Group emission rate. See Mar. 6, 2018
Trans. at 33, lines 4-9; 52, lines 9-12. Illinois EPA’s proposal therefore would immediately
facilitate higher utilization of any of the Old Ameren Group units that are uncontrolled for SO».
Relative to operations under the current MPS, then, these uncontrolled units could run more, and
thereby emit more SO, and NOx. And, given the difference between the MPS Groups’ current
overall SO, emissions (30,578 tons during 2017, of which the Old Ameren Group’s E.D. Edwards,
Joppa, and Newton plants accounted for 21,675) and Illinois EPA’s proposed cap of 49,000 tons,
the uncontrolled units would have a large amount of room under the cap to increase operations.
See Ex. 37, Armstrong Test. (Apr. 3, 2018), Att. 6.

Second, and related to the first point, Illinois EPA’s proposal would allow Dynegy to
discontinue use of the sorbent injection equipment installed at Newton during the past two years,
and operated during 2017. As Illinois EPA testified during the April 17, 2018 hearing in this
proceeding, “there is no requirement for it to be operated.” Apr. 17, 2018 Trans. at 157, lines 4-5.
Clearly, Dynegy installed this equipment to ease the Old Ameren Group’s compliance with the

2

MPS’s SO, emission rate limit—to provide “operational flexibility,” one might say. If the
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emission rate limit is removed, though, then so would Dynegy’s need to operate this pollution
control. Dynegy’s discontinuance of sorbent injection would increase the Newton plant’s SO;
emission rate and thereby also its SO> emissions.

Third, by scrapping the MPS’s emission rate limits, [llinois EPA’s proposal would newly
allow Dynegy to shut down controlled plants—Baldwin, Coffeen, Duck Creek, and Havana—
while increasing the utilization of other uncontrolled MPS units. See, e.g., Mar. 6, 2018 Trans. at
140, line 1, to 141, line 16. In this way, Illinois EPA’s proposal would impact both MPS Groups,
either one of which may contain controlled plants that are, as Vistra CEO Curt Morgan puts it,
“hugely out of the money.” See Ex. 41, Weak MISO prices compound Ill. coal plant woes, E & E
NEWS (Apr. 13, 2018), at 2.

While Dynegy’s retirement of controlled units would reduce pollution from those units, it
also would facilitate increased operations of Dynegy’s remaining uncontrolled units. As Dynegy
testified: “[w]hen units are retiring, there is no corresponding change in electricity demand, and
the remaining units, therefore, may be called upon to replace the lost generation.” Jan. 18, 2018
Trans. at 163, lines 4-7. For example, Dynegy testified, if Exelon’s Clinton Power Station were to
go off-line, “it would drive production at Dynegy’s plants higher.” See Mar. 6, 2018 Trans. at 47,
lines 2-21. To put Dynegy’s testimony in context, per the U.S. Energy Information Administration,
the Clinton Power Station’s nameplate capacity is 1,138 megawatts (“MW?). See
www.eia.gov/nuclear/generation/xls/usreact17.xlsx. By comparison, the combined nameplate
capacity of Baldwin, Coffeen, Duck Creek, and Havana is 3,830 MW—over three times more. See
Ex. 37, Armstrong Test. (Apr. 3, 2018), Att. 2. Even given that coal plants tend to run at a lower
capacity factor than nuclear plants, Dynegy’s closure of controlled plants would certainly allow

for higher utilization of its uncontrolled plants, thereby increasing SO> pollution that would
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significantly offset any reductions realized from closure of the controlled plants. As Illinois EPA’s
proposal would immediately permit increased pollution, it should be denied.

3. Changing the MPS to Permit More Pollution From Dynegy’s Plants Would
Have a Negative Environmental Impact.

In the People’s view, it should be noncontroversial to say that any amendments to the
MPS that would permit more pollution from Dynegy’s plants would have a negative environmental
impact. At hearing, Illinois EPA appeared to be unconcerned with the potential of increased
emissions, questioning, for example, whether NOx emissions from the MPS units have any
discernible downwind impact on ozone concentrations. See Apr. 17, 2018 Trans. at 124, lines 4-
13. Illinois EPA’s statements outside of this proceeding, however, demonstrate what was
established in R09-10: less pollution from Dynegy’s plants entails an environmental benefit.

When the Board adopted the MPS in 2006, it was agreed by all parties, including Illinois
EPA, that the emissions reductions required by the MPS would provide an environmental benefit,
even though the rule itself was not mandated by the federal Clean Air Act. There was no specific
federal law requirement that the State of Illinois adopt the MPS. Instead, the Board adopted the
MPS at the joint request of Illinois EPA, Ameren, and Dynegy, and with support from the public,
because, among other things, all parties projected that the MPS would “contribute to reductions in
the ambient levels of ozone and PM2.5” and thereby “benefit the residents of the State of Illinois.”
R06-25, Corrected Joint Statement (Aug. 23, 2006), at 4. In 2009 testimony to the United States
Congress, then-Director Douglas P. Scott echoed that assessment, calling the MPS “one of the
most important environmental and public health advances in Illinois in recent decades,” Ex. 14,
Diericx Test. (Dec. 11, 2017), Exhibit A, at 2.

Three years later, when Illinois EPA and the Board evaluated the MPS amendment

proposed by Ameren in PCB R09-10, they assessed the amendment’s environmental impact based
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upon projected actual emissions of SO> and NOx, proceeding from the premise that less pollution
equaled an environmental benefit. Illinois EPA and Ameren projected future emissions based on
actual historical heat inputs. Because the analysis demonstrated that Ameren’s “compliance with
the proposed amendment,” R09-10, Ameren Post-Hearing Comments (Mar. 6, 2009), at 14, would
yield less SO2 and NOx pollution, both Illinois EPA and the Board agreed that it offered an
environmental benefit. R09-10 (Apr. 16, 2009), at 29.

Indeed, at the outset of this proceeding, Illinois EPA and Dynegy both seemed to agree
with the reasonable premise that reducing air pollution is beneficial. In its analysis of
environmental impact in its TSD, Illinois EPA justified its proposal by concluding that it would
“result in lower allowable emissions from the operating units that comprise the proposed
combined MPS Group.” R18-20, IEPA TSD, at 8. Dynegy concurred in its response to Illinois
EPA’s motion to expedite the rulemaking, stating that “[e]xpedited rulemaking will accelerate the

realization of the environmental benefits of, among other things, lowering the SO2 and NOx

emissions Dynegy is allowed to emit.” R18-20, Dynegy Resp. in Support of Mot. for Expedited

Review (Oct. 16, 2017), at 3. In other words: when this rulemaking began, both Illinois EPA and
Dynegy appeared to agree that limiting MPS fleet emissions below “allowable emissions”—
calculated by Illinois EPA as 66,354 tons of SO> and 32,841 tons of NOx, annually—was
environmentally beneficial. R18-20, [EPA TSD, at 9-10. Neither Illinois EPA nor Dynegy has
provided any evidence to suggest why it would be environmentally beneficial to reduce MPS
emissions below the so-called current maximum emissions limits of 66,354 tons of SO and 32,841
tons of NOx, annually—but that those benefits all of a sudden would stop accruing at Illinois

EPA’s proposed caps of 49,000 tons of SO, and 25,000 tons of NOx.?°

20 Dynegy’s NOx emissions for 2017 were 9,100 tons less than Illinois EPA’s proposed annual NOx cap, while the
Ilinois EPA’s projects its use of the $109 million Volkswagen Settlement fund will amount to an annual reduction of
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There is no basis for the Board to depart from the analysis employed in R09-10, which was
based on the simple principle that reducing air pollution is beneficial. Indeed, outside of this
proceeding, Illinois EPA itself in recent years has reiterated that the MPS continues to help lower
ozone and PM2.5 concentrations statewide—the same environmental concerns that prompted the
MPS’s adoption. Specifically, Illinois EPA has relied upon the MPS as one of the State’s “primary
emissions reduction measures for demonstrating attainment” of the National Ambient Air Quality
Standards (“NAAQS”) for ozone. See Attachment 2, Maintenance Plan for the Metro-East St.
Louis Ozone Nonattainment Area for the 2008 8-Hour Ozone Standard (Oct. 2016), at PDF p. 27.
See also id. at 26 (“[S]ignificant reductions of statewide NOx emissions resulting from
implementation of Illinois’ multi-pollutant standards affecting electric utilities will also help to
ensure continued attainment of the 8-hour ozone NAAQS.”). Illinois EPA also identified the MPS
as a statewide PM2.5 control measure in its most recent PM2.5 maintenance plan submittal, for
the 1997 PM2.5 NAAQS. See Attachment 3, Maintenance Plan for the Chicago Nonattainment

Area for the 1997 PM2.5 National Ambient Air Quality Standards (Revised) (Jul. 7, 2011), at

PDF p. 18 (“[Slignificant reductions of statewide NOx and SO emissions resulting from
implementation of Illinois' multi-pollutant standards affecting electric utilities during the
maintenance period . . . will also help to ensure continued attainment of the PM2.5 NAAQS.”)
There is no doubt that the MPS, along with other standards applicable to the State’s coal-
fired power plants, have led to significant reductions in air pollution over the past decade. But

progress to date is no justification for amending the MPS to once again permit more pollution. As

1,800 tons of NOx emissions statewide—a tiny fraction of the MPS plants’ annual NOx emissions. See Attachment
4, IEPA Draft Beneficiary Mitigation Plan—Volkswagen Environmental Mitigation Trust Agreement (Feb. 2018), at
23.
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to ozone, Illinois EPA has testified that portions of the State again will be designated as
nonattainment with the most recent 2015 NAAQS. See Apr. 17, 2018 Trans. at 123, line 23, to
124, line 3. As to PM 2.5, the entire State remains designated as unclassifiable, per the United
States Environmental Protection Agency’s (“USEPA”) website. See https://www.epa.gov/particle-
pollution-designations/particle-pollution-designations-where-you-live#state.

Moreover, though, even if the entire State were designated as being in attainment with
current ozone and PM2.5 NAAQS, that would be not a sufficient basis for the Board to then adopt
MPS amendments that would permit Dynegy to reverse the past decade’s progress, and again emit
higher levels of pollution. For one thing, as stated above, Illinois EPA has advised USEPA that
the reductions required by the MPS help reduce ambient ozone and PM2.5 concentrations
statewide; loosening the MPS’s restrictions would have the opposite effect. Neither should the
Board accept Illinois EPA and Dynegy’s apparent contention that there can be no environmental
benefits, whatsoever, associated with reducing ambient levels of air pollution below NAAQS
levels. USEPA has made clear, repeatedly, that the NAAQS are not “zero-risk” levels. See, e.g.,
Review of the Primary National Ambient Air Quality Standards for Oxides of Nitrogen, 83 Fed.
Reg. 17226, 17228 (Apr. 18, 2018); Supplemental Finding That It Is Appropriate and Necessary
To Regulate Hazardous Air Pollutants From Coal- and Oil-Fired Electric Utility Steam
Generating Units, 81 Fed. Reg. 24420, 24440 (Apr. 25, 2016). For example, in setting NAAQS,
USEPA has taken the position that it “is not required to take into account the health effects
experienced by the most susceptible individual within at-risk populations.” 81 Fed. Reg. 24440.
Plainly, the USEPA does not set NAAQS with the intent of absolutely eliminating all health risks

from air pollution.?! Pointing this out does not criticize the NAAQS as a regulatory concept under

2 During the April 17, 2018 hearing, Illinois EPA appeared to be unaware of USEPA’s consistent position that the
NAAQS are not “zero-risk” standards. See Apr. 17,2018 Trans. at 166, line 9, to 167, line 5.
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the Clean Air Act, nor USEPA’s decision in setting any particular NAAQS. What it does entail,
though, is that even Illinois’s attainment of the current NAAQS for ozone and PM2.5—a feat not
yet acknowledged by USEPA—would not justify the Board’s rejection of the analysis earlier
employed in R09-10, based on the simple premise that less pollution is an environmental benefit.

In sum: Illinois EPA’s proposed amendments to the MPS would permit increased air
pollution. The Board should reject Illinois EPA’s proposal because it does not promote the Act’s
purposes to “restore, maintain, and enhance the purity of the air of this State” 415 ILCS 5/8, but
instead would yield a negative environmental impact, which is also contrary to the Board’s analysis
regarding the MPS it employed in PCB R09-10.

B. If the Board Were to Entertain Adopting Mass-Based Caps, Illinois EPA’s

Proposed Caps Should Be Significantly Revised Downward and Be Made to
Decline Upon Shutdown or Mothballing of a Plant.

As the People have consistently argued through this proceeding, and in these post-hearing
comments, the Board should reject Illinois EPA’s proposal. If the Board does determine to follow
Illinois EPA’s suggestion to scrap the current highly-effective pollution-reducing MPS rate-based
emission limits, though, the People urge the Board to revise Illinois EPA’s proposed mass caps
downward. Illinois EPA’s proposed caps:

- disregard the MPS units’ actual historical heat inputs, contrary to the analytical
approach employed in R09-10;

- ignore the constraints placed on the highly-polluting Old Ameren Group’s
operations by the current MPS SO; emission rate limit, with the end result of giving
Dynegy a “free pass” on installing pollution controls that have been promised since
2006; and

- unreasonably  defer—without any independent analysis—to Dynegy’s
representations of what limits it could meet while operating “in a financially

reasonable way.” April 17, 2018 Trans. at 209, line 15, to 210, line 4.

As an initial point, it should be noted: none of the rationales for an MPS revision asserted
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by Illinois EPA in its SOR, and discussed in Section II, above, provide the Board any guidance in
setting any specific mass-based limits. With respect to “operational flexibility,” the central reason
for Illinois EPA’s proposal, Illinois EPA has defined the concept as a rule that would allow Dynegy
“to operate the [MPS] units as they are called upon by the market without being forced to operate
certain units strictly for the purpose of meeting a fleet- wide rate-based limit.” See Ex. 6, IEPA
Responses to Pre-filed Questions (Jan. 12, 2018), at 14; see also Jan. 17, 2018 Trans. at 57, lines
3-13. That single criterion could be met by replacing the current MPS rate-based limits with any
mass-based limit—be it 10 tons or 100,000 tons. Simply put: if there is no fleet wide rate-based
limit, there is no need to run any unit “for the purpose of meeting a fleet wide rate based limit.”
Id. Neither do the Agency’s stated goals of allowing Dynegy to “us[e] its entire fleet to meet
emissions standards” or “simplify compliance” have any bearing on what level mass-based limits
could be set at. R18-20, IEPA SOR, at 3. An agency decision that “offers an explanation for its
decision which runs counter to the evidence before the agency, or which is so implausible that it
could not be ascribed to a difference in view or the product of agency expertise,” should be rejected
as arbitrary, capricious or unreasonable. Waste Mgmt. of 1ll., Inc. v. PCB, 231 1ll. App. 3d 278,
285 (1st Dist. 1992) (citing Greer, 122 1l1. 2d at 506).

If the Board determines to replace current MPS rate-based limits with mass-based limits,
then, these new limits must be based on some other defensible justification. And, if the Board
follows the approach it did in R09-10—as it certainly should—the Board should adopt new limits

only if they offer an “environmental benefit,” in the form of actual emissions reductions. R09-

10 (Apr. 16, 2009), at 29.
[llinois EPA’s proposed caps miss that mark, by a significant margin. As stated in April

3, 2018 pre-filed testimony, the People urge if the Board adopts mass-based caps, it reduce Illinois
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EPA’s proposed annual caps to no more than 34,094 tons for SO> and 18,920 tons for NOx. These
caps would take into account both historical heat inputs, as well as the Old Ameren Group’s current
operational limitations due to its inadequate controls for SO,. Alternatively, the Board could take
those same considerations into account by adopting annual caps totaling 44,920 tons of SO> and
22,469 tons of NOx for the two current MPS Groups, but declining to combine the Groups.
Specifically, the Board could adopt annual caps for the Dynegy Group of 16,972 tons of SO> and
9,000 tons of NOx, and, for the Old Ameren Group, of 27,948 tons of SO; and 13,469 tons of
NOx. Under either approach, the caps should decline when an MPS unit is mothballed or retired.

1. Illinois EPA’s Proposed Mass Caps Fail to Consider the MPS Units’
Actual Operations.

In its TSD for R18-20, Illinois EPA asserts that:

Determining precise estimates for the environmental impact of the proposed

amendments, in terms of actual emissions from the affected sources, is problematic

as a number of factors independent of the MPS can impact actual emissions, as

discussed below.
R18-20, IEPA TSD, at 8. Illinois EPA therefore proposes to use “allowable emissions” under the
current MPS (i.e., projected emissions assuming that all MPS units operate at maximum capacity,
year-round, in precise compliance with the fleetwide MPS emission rate limits) as a benchmark
for assessing the environmental impact of its proposed mass caps. /d. Illinois EPA’s approach is
unreasonable and an unexplained departure from its position in R09-10.

As discussed in Section I, above, in PCB R09-10, Illinois EPA’s first step in assessing the
environmental impact of revisions to the MPS’s SO» emission limit proposed by Ameren was to
determine an “average heat input” for the Old Ameren Group. See R09-10, Ameren Post-Hearing

Comments (Mar. 6, 2009), at 14. Second, Illinois EPA used that average heat input to project

actual mass emissions “assum[ing] Ameren’s compliance with the original MPS rates and then
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compared that amount with the total tonnage for SO> and NOx projected under the proposed

amendment in order to determine if compliance with the proposed amendment afforded a net

environmental benefit.” /d. (emphasis added).

Ilinois EPA’s approach in R09-10 was reasonable to assess the environmental impact of
Ameren’s proposed amendments. As noted above, the Board found the amendments to the MPS
adopted under this approach in R09-10 to be “technically feasible and economically reasonable.”
See R09-10 (Apr. 16, 2009), at 29. The Board similarly should consider the MPS units’ actual
heat inputs in analyzing the environmental impact of the amendments proposed in this proceeding.
Coal-fired power plants do not operate all of the time. In a chart attached to the Illinois Attorney
General’s Responses to Questions Raised During First Set of Hearings, the People provided
capacity factors for current MPS units, from 2008 through 2017, calculated using publicly
available data. See Ex. 26, IAGO Responses (Feb. 16, 2018) at 2-3 (explaining methodology) and
Ex. 1 thereto. For 2008 through 2014, the overall capacity factors for current MPS units ranged
from 71% to 78%—significantly below maximum capacity. Over the past three years, the units’
overall capacity factors declined, ranging between only 55% to 59% (2015: 59%; 2016: 55%;
2017: 57%).

As this actual heat input data, and Illinois EPA’s analytical approach in R09-10
demonstrate, Illinois EPA’s current position that it is “problematic” to project actual emissions
under the current MPS, (R18-20, TSD, at 8), lacks any basis. It is true that no one can predict with
absolute certainty the heat input for the MPS units in any particular future year. But Illinois EPA
can use—and, indeed, has in the past used—actual heat input data to determine a representative
“average heat input” for the MPS units. See R09-10, Ameren Post-Hearing Comments (Mar. 6,

2009), at 14. In this proceeding, Illinois EPA has arbitrarily departed from its earlier approach
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without any justification. See Greer v. lllinois Hous. Dev. Auth., 122 1ll. 2d 462, 506 (1988)
(“While an agency is not required to adhere to a certain policy or practice forever, sudden and
unexplained changes have often been considered arbitrary.”).

The concept of using actual heat input data to project future emissions should be nothing
foreign to Illinois EPA. Indeed, one of the foundations of the Clean Air Act’s New Source Review
permitting program is that regulators can assess facility conditions that are “representative of
normal source operation.” See, e.g., 35 Ill. Adm. Code 203.104 (definition of “actual emissions”).
[llinois EPA’s insistence in this matter that determining representative conditions for Dynegy’s
plants is “problematic,” when Illinois EPA would be required to make that determination in a
permitting context, further shows its current position is unreasonable.

One thing can be predicted with absolute certainty: the MPS units will never operate at
maximum capacity. Moreover, though, the problems with Illinois EPA’s approach to heat input
go further. Illinois EPA also fails to recognize that the current MPS’s SO limit for the Old Ameren
Group provides an additional restriction on heat input to that Group, beyond the ‘“factors
independent of the MPS” considered by Illinois EPA in developing its proposal. R18-20, IEPA
TSD, at 8. This consequence of Dynegy’s failure to install needed pollution controls on the Old
Ameren Group is discussed in detail in Section III.A.1., above, on pages 28 to 32. In short, due to
the imbalance of controlled and uncontrolled capacity in the Old Ameren Group, Dynegy could
not return that Group even to 2013-14 levels of heat input and still comply with the MPS’s SO,
limit that went into effect in 2017. Accordingly, Illinois EPA’s calculated “allowable emissions”
are not a suitable benchmark by which to assess mass-based limits; they must be assessed instead

by actual heat inputs.
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2. Illinois EPA’s Proposed Mass Caps Lack a Rational Basis and Must Be
Rejected.

Under any analysis of the MPS units’ actual emissions, Illinois EPA’s proposed annual
caps 0f' 49,000 tons of SO; and 25,000 tons of NOx are unreasonable. This conclusion is bolstered
by Illinois EPA’s admission that it had set its revised SOz cap of 49,000 tons based on its
perception of what pollution limits Dynegy needed to “operate in a financially reasonable way,”
Apr. 17,2018 Trans. at 209, line 15, to 210, line 4—even though it earlier testified repeatedly that
it had not considered Dynegy’s “overall financial situation” in developing its proposal. /d. at 183,
lines 3-6. The Board should reject the proposed caps because Illinois EPA cannot supply a
plausible reason for them. Cf. Greer v. Illlinois Hous. Dev. Auth., 122 1l1. 2d 462, 505-06 (1988).

First, Illinois EPA’s proposed caps do not reflect a considered appraisal of the MPS units’
actual heat inputs. As discussed in detail in Section III.A.1., above, at pages 26 to 28, Illinois

b

EPA’s proposed caps reflect a “worse-than-worst-case scenario,” representing emissions that
would only be permitted under the current MPS if the MPS units reached an overall heat input
higher than that of any of the past ten years. The historical heat input data for the MPS units is
laid out in Attachment 2 to the People’s April 3, 2018 pre-filed testimony. Granted, there are
different ways in which this data could be used to predict future emissions; as examples, one could
average all ten years, or select only the most recent years as being most representative of the units’
operations. But there is no possible way that this data could be used to predict actual emissions as
high as Illinois EPA’s proposed caps. That is because Illinois EPA’s proposed caps exceed what
the current MPS emission rates would have permitted even under the past-decade peak overall heat
input, from 2011. Illinois EPA’s proposed caps lack any reasoned basis—even without confronting

the additional issue that the MPS units could not again reach that 2011 peak heat input, due to the

Old Ameren Group’s inability to increase heat input without violating the 2017 MPS SO rate.
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Second, with respect specifically to its revised SO> cap of 49,000 tons, Illinois EPA has
supplied no rationale, whatsoever, beyond “Dynegy said it could meet it.” See Apr. 17, 2018
Trans. at 107, lines 17-24. Specifically, referring to its proposed cap (reduced downward from
55,000 tons in its initial proposal), Illinois EPA testified:

The 49,000, by reviewing our information and as we would always do, discussing

with the affected industry, we determined that although Dynegy might not be

thrilled, as I said, with going down to 49,000, we believed that the company could

meet that and, therefore, bring it down to that number.

Id. When pressed by the People and the Board’s Hearing Officer as to what Illinois EPA meant
when it said it needed to talk to Dynegy to determine whether Dynegy could “comply” with any
given mass cap, Illinois EPA responded that it meant if Dynegy “could operate into the future in a
financially reasonable way.” April 17, 2018 Trans. at 209, line 15, to 210, line 4.

[linois EPA’s testimony is problematic for several reasons. Illinois EPA has testified
repeatedly in this proceeding that it has not considered Dynegy’s “overall financial situation” in
developing its proposal—only whether Dynegy currently bids in specific units at below operating
costs in an effort to comply with the current MPS’s rate-based limits. See, e.g., id. at 183, lines 3-
6. Accordingly, Illinois EPA has no basis to conclude what revised mass-based limits Dynegy
could meet while operating “in a financially reasonable way.” This is particularly so given that,
when the MPS was adopted, all parties agreed it was technically feasible and economically
reasonable. R06-25, Corrected Joint Statement (Aug. 23, 2006), at 5. Moreover, as discussed in
detail in Section I.B.1., above, at pages 17 to 20, Illinois EPA also has not considered at all the
possibility of Dynegy installing additional pollution controls, including how much they would cost
to install or operate or what reductions they could achieve. Accordingly, Illinois EPA’s

consideration of what pollution limits Dynegy could meet while operating “in a financially

reasonable way” ignored a central issue—and, instead, apparently deferred entirely to Dynegy’s
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opinion of what would be “reasonable.”

Ilinois EPA’s proposed mass caps lack any rational basis. Even if the Board determines
determines—despite the inadequate record before it—to replace the MPS’s rate-based limits with
mass caps, it must reject Illinois EPA’s proposed caps, because any agency decision that “offers
an explanation for its decision which runs counter to the evidence before the agency, or which is
so implausible that it could not be ascribed to a difference in view or the product of agency
expertise,” should be rejected as arbitrary, capricious or unreasonable. Waste Mgmt. of Ill., Inc. v.
PCB, 231 Ill. App. 3d 278, 285 (1st Dist. 1992) (citing Greer, 122 111. 2d at 506).

3. If the Board Sets Mass Caps, They Should Account for Both Actual
Heat Inputs and the Old Ameren Group’s Operational Restrictions.

In April 3, 2018 pre-filed testimony, the People suggested that, if the Board does adopt
mass caps, that those caps be set at no more than 34,094 tons for SO, and 18,920 tons for NOx.
See Ex. 37, Armstrong Test., at 17-19. As discussed in that testimony, these caps would reflect
both actual heat inputs and unit-level emission rates for the current MPS units. Specifically, heat
inputs from 2002 were utilized because: (1) that data previously has been relied upon by Illinois
EPA to show compliance with the Regional Haze Rule; and (2) the overall 2002 heat input of
420,531,000 mmBtu is comparable to actual overall heat inputs during 2008 through 2014, years
which Illinois EPA and Dynegy have asserted are more representative of the MPS fleet’s
operations than 2015 through 2017 (though, as stated in the People’s April 3, 2018 testimony, this
assertion is questionable given sweeping changes in the energy market).

The People continue to believe that these caps would be reasonable based on the analysis
earlier provided, as long as the caps decline when an MPS unit is mothballed or retired.
Alternatively, though, the Board could similarly take into account actual heat inputs and unit-level

emission rates by adopting caps totaling 44,920 tons of SOz and 22,469 tons of NOx for the two
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current MPS Groups, but declining to combine the Groups. Also, with this approach, the caps
should decline when an MPS unit is mothballed or retired. Specifically, the Board could adopt
annual caps for the Dynegy Group of 16,972 tons of SO, and 9,000 tons of NOx, and, for the Old
Ameren Group, of 27,948 tons of SO> and 13,469 tons of NOx.

Unlike Illinois EPA’s proposed caps, these caps would take into account the MPS units’
actual heat inputs. These caps are based on the actual emissions under the MPS that Illinois EPA
projected for purposes of the Regional Haze Rule, based on 2002 heat inputs, for the current MPS
units. They are reflected in Attachment 7 to Illinois EPA’s January 12, 2018 pre-filed answers
(Exhibit 6). Notably, Illinois EPA has testified that it originally had considered caps of 44,000
tons for SO» and “approximately” 23,000 tons for NOx when developing its proposal. Ex. 6, [EPA
Responses to Pre-filed Questions (Jan. 12, 2018), at 32.

The People would agree that caps totaling 44,920 tons of SO» and 22,469 tons of NOx
would reasonably reflect historical heat inputs to the MPS, overall. However, if the Board were to
allow the MPS Groups to be combined under those caps, it would ignore the operational
restrictions that the current MPS’s SO, limit imposes on the Old Ameren Group, because of
Dynegy’s failure to install the “pollution control equipment required to achieve” that standard.
R06-25, Corrected Joint Statement (Aug. 23, 2006), at 4. As discussed in Section III.A.1., above,
on pages 28 to 32, the inception of the 2017 SO> emission limit meant that Dynegy could no longer
“kick the can down the road”; absent additional pollution controls, it must significantly restrict
heat input to the Old Ameren Group. Combining the Groups would allow Dynegy to increase
utilization of uncontrolled units in the Old Ameren Group while avoiding installing pollution
controls that have been promised for over a decade, thereby dramatically increasing pollution.

The People further continue to urge that any caps the Board sets should decline when an
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MPS unit is mothballed or retired. As discussed in Section III.A.1., above, at pages 32 to 33, that
is how the current MPS works. If there is no heat input to an MPS unit, there is no allowance of
pollution from it. By contrast, Illinois EPA’s proposal would lock in an allowance for pollution
for all current MPS units, at all times going forward. To retain the full benefit of the current MPS,
any revision should ensure that mothballing or retiring a plant is treated in the same fashion as
selling a plant to a new operator.

V. CONCLUSION

The People respectfully request that the Board reject Illinois EPA’s proposal because it
fails to “restore, maintain, [or] enhance the purity of the air of this State,” 415 ILCS 5/8, and would
instead weaken an important State public health program. Further, Illinois EPA has failed to
adequately consider the technical feasibility and economic reasonableness of simply holding
Dynegy to the MPS’s current rate-based emission limits for SO and NOx. Illinois EPA has not
articulated any compelling justification for its proposal, which would immediately allow for
increased pollution from the MPS units.

Nonetheless, if the Board does proceed, it must significantly reduce Illinois EPA’s
proposed mass-based limits to no more than 34,094 tons for SO> and 18,920 tons for NOx,
including that the caps decline when an MPS unit is mothballed or retired. Alternatively, if the
Board does proceed with the mass-based caps and does not adopt the People’s well-supported
proposed caps, the Board should still account for both historical heat inputs, as well as the Old
Ameren Group’s current operational limitations due to its inadequate controls for SO». This could
be achieved by adopting annual caps totaling 44,920 tons of SO> and 22,469 tons of NOx for the

two current MPS Groups, however, without combining the two MPS Groups. Specifically, the

Board could adopt annual caps for the Dynegy Group of 16,972 tons of SO2 and 9,000 tons of
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NOx, and, for the Old Ameren Group, of 27,948 tons of SO and 13,469 tons of NOx, including

that the caps decline when an MPS unit is mothballed or retired.
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EPS of $-0.71 misses by $-0.93 | Revenue of $765M (- 43.8% Y/Y) misses by $-505M

Vistra Energy Corp. (NYSE:VST) Q1 2018 Earnings Conference Call May 4, 2018 8:00
AMET

Executives

Molly Sorg - Vice President, Investor Relations

Curtis Morgan - President and Chief Executive Officer

William Holden - Executive Vice President and Chief Financial Officer
Sara Graziano - Senior Vice President of Corporate Development
Jim Burke - Executive Vice President and Chief Operating Officer
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Shahriar Pourreza - Guggenheim Partners

Julien Dumoulin-Smith - Bank of America Merrill Lynch

Greg Gordon - Evercore ISI

Praful Mehta - Citigroup

Angie Storozynski - Macquarie

Operator

Welcome to the Vistra Energy First Quarter 2018 Results Conference Call. All lines have
been placed on mute to prevent any background noise. After the speakers’ remarks, there
will be a question-and-answer session. [Operator Instructions]
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| would now like to turn the call over to Molly Sorg, Vice President, Investor Relations.
Please go ahead.

Molly Sorg

Thank you, Michelle, and good morning, everyone. Welcome to Vistra Energy’s investor
conference call discussing first quarter 2018 results, which is being broadcast live via
webcast from the Investor Relations section of our website at www.vistraenergy.com. Also
available on our website are a copy of today’s investor call presentation, our 10-Q and the
related earnings release.

Joining me for today’s call are Curt Morgan, President and Chief Executive Officer; Bill
Holden, Executive Vice President and Chief Financial Officer; Jim Burke, Executive Vice
President and Chief Operating Officer; and Sara Graziano, Senior Vice President of
Corporate Development. We also have a few additional senior executives in the room to
address questions in the second part of today’s call, as necessary.

Before we begin our presentation, | encourage all listeners to review the Safe Harbor
Statements included on Slides 1 and 2 in the investor presentation on our website, which
explain the risks of forward-looking statements and the use of non-GAAP financial
measures. Today’s discussion will contain forward-looking statements, which are based
on assumptions we believe to be reasonable only as of today’s date. Such forward-looking
statements are subject to certain risks and uncertainties that could cause actual results to
differ materially from those projected or implied.

Further, our earnings release, slide presentation and discussions on this call will include
certain non-GAAP financial measures. For such measures, reconciliations to the most
directly comparable GAAP measures are in the earnings release and in the appendix to
the investor presentation.

| will now turn the call over to Curt Morgan to kick off our discussion.
Curtis Morgan

Thank you, Molly, and good morning to everyone on the call. As always, we appreciate
your interest in our company. | want to apologize upfront for relatively lengthy call, but we
have a lot to talk about today. You may want to grab a snickers for.
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Turning now to Slide 6, we have a lot of exciting news to cover today as our merger with
Dynegy closed just under a month ago on April 9. Following the merger, we are now more
than a $20 billion enterprise value integrated power company competing in the key U.S.
markets with expected annual adjusted EBITDA of $3 billion or more on an annual basis
and projected conversion rate of adjusted EBITDA to free cash flow of more than 60%.

Importantly, we have also made meaningful progress in our merger transition and
integration, and we’re excited to announce today a nearly 60% increase in our merger
value lever targets, which | will discuss in detail momentarily. As you may recall, our
reference of value lever targets include synergies, our operations performance initiative or
what we call Operator, free cash flow and tax value enhancements.

This increase in our merger value lever targets, combined with power price improvement,
particularly in the ERCOT markets have resulted in significantly higher EBITDA and free
cash flow estimates for the combined company, as compared to our October 2017
forecast, and we’ll get into that in detail on this call.

Speaking of ERCOT market, as many of you know, we were able to close the merger
without a requirement to the best of any assets in ERCOT, which positions us well for the
anticipated peak summer demand with tight reserve margins, at least, for the next few
years.

We have retained length even under the most severe, and it is important to note this, even
under the most severe weather conditions, like the 2011 event, as a precaution to make
sure we meet our customers’ demands under any scenario. So the very important thing
about this, we're carrying very good length into the summer and that’s important to know.

Interestingly, forward curves in ERCOT are steeply backward dated beyond 2019, likely
due to uncertainty regarding the potential development of longer-term generation
resources. Ironically, in our view, the current forward curves do not support new
investment, especially in the energy-only ERCOT market. Remember, these are 30-year
to 40-year assets and the market is not supportive for even one year to forward hedge
either by the liquidity or the pricing to support new development.

We like our net long position in ERCOT and believe this will be able to generate
approximately $3 billion or more of adjusted EBITDA on an annual basis in nearly any
wholesale market environment. The factors that contribute to the stability are that we —
approximately 45% of our gross margin is derived from relatively stable capacity payments
in retail operations.
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We own a young, predominantly gas-filled, low heat rate generation fleet that as a result is
regularly in the money generating meaningful energy revenues. And our commercial
operations team has proven experience in the industry and has consistently been able to
construct a realized price curve for our fleet that is significantly higher than settled around-
the-clock prices.

With this business mix and operational expertise, supported by our strong balance sheet
that is poised to achieve our 2.5 times net debt to adjusted EBITDA target by year-end
2019, we are confident in our ability to deliver relatively stable earnings with the
opportunity to capitalize on upside, while converting approximately 60% of our adjusted
EBITDA from ongoing operations to free cash flow. This free cash flow conversion ratio is
significantly higher than that of other commodity exposed capital-intensive energy
industries. And as a result, we believe, over time, this will lead to a full valuation for Vistra.

However, | must note, we’re not there yet. We understand this is about execution and
delivering on our commitments and putting the historical performance of this sector in the
rearview mirror with a very different strategy one that centers on low leverage, integrated
and low-cost operations, disciplined growth and return of capital to shareholders.

We believe we have been true to our word thus far, including a substantial restructuring of
our support organization fully completed three weeks after emerging from bankruptcy,
completion of an operations performance initiative and returning $1 billion to our investors
at the end of 2016. We have several updates related to the combined company to share
this morning, including increasing our merger value lever targets, providing a glimpse in
the earnings power of Vistra and initiate 2018 and 2019 guidance. Now these updates will
be the focus of today’s call. We’re going to start the discussion with Bill Holden, who will
cover Vistra’'s standalone first quarter 2018 results.

We finished the quarter delivering $263 million in adjusted EBITDA from our ongoing
operations, exceeding our expectations for the quarter and even stronger results when
you take into account the $21 million reduction in adjusted EBITDA for accounting
purposes, resulting from our partial buyback of the Odessa Power Plant earnout in
February.

Though the impact of the partial buyback was negative in the first quarter, we expect the
full-year 2018 impact of that transaction net of the premium paid to be a positive $3
million, with a projected three-year net benefit of $23 million in the aggregate, nearly all of
which we have already locked in.
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Excluding this first quarter negative impact, Vistra’s adjusted EBITDA from its ongoing
operations would have been $284 million, in line with first quarter 2017 results and ahead
of our expectations embedded in our standalone full-year guidance.

Bill is now going to walk us through the first quarter results in more detail. And then | will
cover our synergy and operational performance initiative of OPI update, as well as
earnings expectation for the combined entity. We will conclude today’s call with a brief
preview of our June 12 Analyst Day. Bill?

William Holden

Thanks, Curt. As we depict on Slide 8 and as Curt just mentioned, Vistra’'s standalone first
quarter adjusted EBITDA from ongoing operations was $263 million. Excluding the
negative $21 million impact from our partial buyback of Vistra earnout in February, first
quarter 2018 adjusted EBITDA would have been $284 million, in line with first quarter
2017 results, and as Curt mentioned, above our expectations relative to our standalone
full-year earnings guidance.

For the quarter, the retail segments adjusted EBITDA was $194 million, which was $17
million higher than first quarter 2017, primarily due to favorable weather and lower SG&A
expenses quarter-over-quarter. Retail also grew residential customer count by
approximately 4,000 in the first quarter of 2018.

Adjusted EBITDA for the wholesale segment was $70 million for the first quarter, which
was $35 million lower as compared to the first quarter of 2017. $21 million of the decrease
was related to the negative impact of our partial buyback of the Odessa earnout in
February. So as Curt just mentioned, we expect the full-year benefit net of the premium
paid in this transaction of $3 million and in the aggregate a three-year net benefit of $23
million. O&M expenses also increased quarter-over-quarter.

In total, first quarter results exceeded our expectations on a standalone basis, setting up
the combined company well to execute on this new 2018 guidance, which I'll describe
later on the call.

Curt, so let’s get to the merger update. Curt?
Curtis Morgan

Great. Thanks, Bill. I'll be moving us to Slide 10 now. As you can see today, we're
announcing an improved outlook for our merger value lever targets compared to what we
initially announced upon merger signing in October of last year.
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After six months of diligence and detailed transition and integration planning, we're
increasing our adjusted EBITDA value lever target to $500 million versus the $350 million
announced in October, a robust 40% increase. Sara Graziano and Jim Burke will go into
more detail about these merger synergy and operational improvement opportunities later
on the call.

On the synergy front, we expect to capture the bulk of the value by year-end 2018, and we
believe we have a clear line of sight to achieving this result. As you have heard me say
before, this is my fifth time leading an OP effort with McKinsey.

With assist from Bob Flexon and the Dynegy team prior to the merger closing, we're
progressing ahead of schedule with the Dynegy fleet and we’re nearing completion on the
OP effort on the Luminant fleet, which we began shortly after a merger and through
bankruptcy in the fall of 2016.

As Jim will further discuss, we expect to realize a material amount from OP in 2018,
reaching a significant run rate on OP by the year-end 2018 and capture a 100% of these
amounts waived of OP by year-end 2019. We believe there could be more OP value to
come. However, we’ll take the balance of 2018 to prove this out.

We’'re also increasing our recurring after-tax adjusted free cash flow target by $170 million
to $235 million, of which nearly 70% is expected to be achieved by year-end 2018 and a
100% is expected to be achieved by year-end 2019.

The increased target reflect interest and savings from debt repricings and other
transactions already completed between October 2017 and today, as well as incremental
interest savings projected once we achieve our long-term leverage target of 2.5 times net
debt to adjusted EBITDA.

So we’re very confident, these cash flow savings will be achieved. We believe there are
even further recurring cash flow enhancements through continued optimization of our
balance sheet and we expect we’ll be in a position to discuss those later this year.

Last, we're pleased to announce today that the tax reform has materially improved our
projected cash, tax and TRA payment outlook. As we now expect, we will not have to pay
any federal cash taxes or TRA payments in 2019 through 2022. This improved forecast is
primarily a result of the reduced federal income tax rate from 35% to 21% together with
our ability to utilize a higher portion of Dynegy’s net operating losses in the first five years
following the merger.
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In addition, we project we’ll receive $223 million in alternative minimum tax credit refunds
over the next five years, which further increases our projected adjusted free cash flow. In
fact, we estimate that these factors combined will improve our five-year federal cash tax
and TRA payment outlook by more than $1.7 billion versus our October 2017 estimates.

We believe it is most important to value Vistra off of a free cash flow yield metric of
approximately 10% or less. When you consider our stable earnings power and substantial
conversion of EBITDA to free cash flow when compared to other commodity exposed
capital-intensive industries.

When we apply this 10% free cash flow yield, where discount rate were applicable to the
increased merger value lever targets and the impact of tax reform, we calculated projected
equity value creation of approximately $7.5 billion, or approximately $14 per share,
significantly higher than the $4 billion of equity value creation we projected at the time of
the merger announcement.

This improved earnings and cash flow outlook, combined with the recent improvement in
forward curves in most markets, but particularly in ERCOT, result in what we project will
be significant earnings power for the combined company.

As demonstrated in the pro forma 2018 illustrative guidance on Slide 10, assuming the
merger would have closed on January 1 of this year rather than April 9. We forecast the
combined company’s adjusted EBITDA from ongoing operations would have been $3.15
billion to $3.35 billion versus the approximately $2.875 billion to $3.125 billion
consolidated forecast at the time of the merger announcement.

In addition, assuming a January 1 merger close, we estimate adjusted free cash flow from
ongoing operations would have been approximately $1.675 billion to $1.875 billion in
2018, again, a mark improvement from approximately $1.415 billion to $1.665 billion in
consolidated adjusted free cash flow projected last October.

Similarly, as demonstrated in the 2019 illustrative guidance on Slide 10, assuming the full
run rate of synergies and operational improvement benefits are realized in 2019, we
estimate Vistra’s 2019 adjusted EBITDA from ongoing operations would be $3.275 billion
to $3.575 billion, and our adjusted free cash flow from our ongoing operations would be
$2.15 billion to $2.45 billion, which would represent an estimated conversion of adjusted
EBITDA to free cash flow of more than 60% from ongoing operations.
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Over the long-term, we expect Vistra will be able to deliver $3 billion or more of adjusted
EBITDA from ongoing operations annually even in the challenging wholesale market
environments, with an approximately 60% conversion of adjusted EBITDA to free cash
flow from ongoing operations, including during the periods, where capacity prices declined
such as the decline in PJM capacity prices from 2019 to 2020.

We believe we’ll be able to bridge those declines to the merger value enhancements,
commercial optimization of our assets, cost management and balance sheet optimization.
At the end of the day, this means that we expect we’ll have significant capital available for
allocation. | know that’s of interest to many of you.

As we described on the right-hand side of the Slide 10, our primary capital allocation
priorities will be to first to maximize our adjusted free cash flow by ensuring we achieve or
exceed our value lever targets as quickly as possible, while also reducing our debt
balances to achieve our long-term target of 2.5 times net debt to adjusted EBITDA by
year-end 2019.

Given our improved adjusted EBITDA and adjusted free cash flow expectations for 2018
and 2019, which Bill will discuss momentarily, we estimate we will have approximately $1
billion in aggregate of capital available for allocation in 2018 and 2019, while still achieving
our leverage target. We have been working with our Board in anticipation of the merger
close to evaluate various capital allocation alternatives. Our projected significant cash flow
above debt reduction requirements should report us the opportunity to potentially
accelerate certain capital allocation alternatives.

As we have mentioned in prior earnings call — calls, our capital allocation priority is in
addition to retire debt or to purchase out stock if we believe it is trading in a significant
discount to our view of value, evaluate a recurring dividend with a meaningful yield and
with the ability to grow it and pursue growth of our business with a focus on retail
renewables and batteries. To be very clear, as we have previously mentioned, we will be
disciplined in the pursuit of growth, seeking opportunities that we project will earn at least
500 to 600 basis points more than our cost of capital.

As | will mention again later, capital allocation will be an important agenda item for our
June 12 Analyst Day. We continue to believe that an incremental investments in traditional
generation are unlikely at this stage, absent compelling value creation. In fact,
rationalization of our generation portfolio is more probable, which could provide
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incremental capital for allocation. We have been open about the components of our
portfolio where we will explore rationalization. They include New York, California and the
MISO market.

We expect to complete our OP initiative on assets in these areas an explore potential
opportunities to enhance value prior to making final discussions on rationalization. We
believe these efforts could take the balance of 2018 to conclude.

Now I’'m going to turn to Slide 11. Following the merger with Dynegy, Vistra now expects,
it will generate approximately 45% of its gross margin from stable revenue sources of
retail and capacity payments. In addition, we are projecting at approximately 60% of our
adjusted EBITDA will come from the attractive ERCOT market, while more than half of our
generation is projected to be come from natural gas asset, which reduces our overall
exposure to natural gas pricing.

It is also important to note that we expect a significant contribution to adjusted EBITDA
and free cash flow from energy margin in nearly any market environment given our
relatively new and efficient generation fleet that is often in the money, especially in the
summer and winter peak seasons.

This improved diversification of our operations and earnings together with the significant
value levers we expect to realize as a result of merger support our belief that Vistra will be
able to generate approximately $3 billion or more of adjusted EBITDA with an
approximately 60% conversion of adjusted EBITDA to free cash flow from operations in
any market environment.

Now I’'m going to turn to Slide 12. As | mentioned at the beginning of the presentation,
Vistra is increasing its merger related adjusted EBITDA value lever targets from $350
million to $500 million, $50 million of this increase relates to merger synergies we have
identified to our pre-merger integration work which Sara will discuss here in a second.

The remaining $100 million of the increase relates to our operation performance
improvement initiative that is underway at both Vistra and Dynegy fleet. We now believe
we’ll be able to deliver $225 million of the recurring adjusted EBITDA benefits from this
program with the opportunity for potential upside to that estimate in the future. Jim is going
to provide more detail regarding the OP process later on during the call.
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It is important for me to note that true to how we have handled communication of OP value
opportunities previously, we have a very high confidence level in our ability to achieve the
$225 million in EBITDA value levers, we are announcing today. When we prove those
incremental value in the future, we will communicate it at that time.

In sum, we expect we will realize approximately $165 million of adjusted EBITDA value
levers in 2018 with 72% of the value levers achieved by year-end, we expect we will have
achieved the full run rate of adjusted EBITDA value levers by year-end 2019 with $420
million of benefit realized during the year.

Our entire management team us incentivized to ensure that we do in fact achieve all the
targeted merger value levers by year-end 2019. As the Board recently approved a
significant grant of long-term options that have a four and five-year clip there. The options
are 100% contingent on our collective achievement of hitting the targeted value levers in
retention of key people necessary to achieve those targets.

I’'m also pleased to announce on this call today that the Vistra Board and | have a recent
agreement on a four year extensive of my employment contract from May 2018 until May
2023 1 think, isn’t it, 2022 to 2023. In my, sorry, in my 35 — | don’t even know I’'m on
contract, in my 35 year career | have never been more excited about an opportunity than
the one before me here at Vistra and | am completely committed for getting the value for
the Dynegy merger and achieving the full valuation of Vistra.

I’'m now going to turn to Slide 13. In addition to the adjusted EBITDA value lever targets,
we also have an improved outlook for incremental adjusted free cash flow synergies and
tax synergies related to the merger.

As you can see, we now expect we will be able to achieve $235 million of run rate
additional after tax free cash flow benefits by year-end 2019, a $100 million of which have
already been identified or achieved, $20 million of the project benefits relate to expected
capital expenditure synergy we have identified and $8 million reflect interest savings we
have already achieved from the repayment of the legacy Dynegy notes due in 2019, as
well as repricing and other transactions that have occurred between the announcement of
the merger in today’s date, thereby reducing our interest expense.

The incremental $135 million of projected after-tax free cash flow benefits reflect interest
savings we expect we will see once we reach our net leverage of 2.5 times net debt to
adjusted EBITDA. We believe there remains further opportunity for upside, which is not
reflected in this presentation, if we are also able to take advantage of favorable market
conditions to further reduce our borrowing costs.
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In total, we expect we will have achieved, at least, $235 million of additional after-tax free
cash flow benefits by year-end 2019. We have also materially improved our federal cash
tax and TRA payment forecast for the combined company as a result of tax reform.

The combination of lower federal tax rate from 35% to 21%, coupled with our expected
ability to utilize more than Dynegy’s net operating losses in the first five years following the
merger have resulted in an expectation that we will only pay approximately $24 million in
federal taxes or TRA payments through 2022. That — but — and it’s important to note that
the $24 million that we forecast to pay — to be paid to TRA rightholders in 2018 that stems
from 2017 tax year.

We calculate the NPV of the use of Dynegy’s net operating losses, as well as the
anticipated receipt of alternative minimum tax refunds to be $750 million to $850 million
versus our original estimate of $500 million to $600 million. While it might be
counterintuitive that the net — or the net present value of the NOLs has gone up even
though the federal tax rate has gone down, our expectation for the ability to utilize
significantly more of the Dynegy NOLs in the first five years following the merger closing
more than offset the impact from the lower tax rate.

As I've said before, and as | hope today’s update demonstrates, | continue to believe this
merger will bring significant value to Vistra shareholders. We understand our credibility is
at stake regarding hitting our value creation targets described above — or described
earlier. We have a line item detail for every action required to achieve our targets,
sophisticated tracking systems in place and a Steering Committee-based governance
process, which I'm a part of that meets frequently to review progress.

This is why we are confident in the value capture and why we are excited for the future of
our company. We look forward to executing on the value lever target | just described.

| would like to now turn the call over to Sara Graziano to describe the merger synergies
we have identified in a little more detail. Sara?

Sara Graziano

Thank you, Curt. Turning now to Slide 15, as Curt mentioned, during the period, the three
merger announcement in closing, the management team of both Vistra and Dynegy
undertook a robust integration process.
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Through that process, we have identified $275 million of projected adjusted EBITDA
synergies related to the merger. $115 million of these synergies were achieved on day
one, following the merger close and primarily reflect headcount and executive team
reductions, as well as certain other insurance, shareholder and employee expense
reductions.

The bulk of the remaining synergies are projected to come from procurement and
information technology cost reductions, reflecting the improved purchasing power afforded
by Vistra’s largest scale, as well as the ability to streamline and simplify applications and
infrastructure for the combined company. We also expect to achieve synergies from
facilities consolidation and reductions in corporate support, retail, commercial and plant
operations overhead.

We are forecasting $115 million of these synergies will be realized in 2018, with 89% of
that estimated to be achieved by year-end. We project $260 million of the synergies will be
realized in 2019, with the full run rate achieved heading into 2020. We have specifically
identified each line items that comprises our $275 million merger synergy target. And as
Curt mentioned, we have a sophisticated tracking system in place and a robust
governance process that includes periodic reporting. As a result, we have full confidence
in our ability to deliver on these targets.

| would now like to turn the call over to Jim to discuss our operations performance
improvement process in more detail.

Jim Burke

Thank you, Sara. As you know, our OP process is well underway at both the legacy
Dynegy and Luminant fleets. At this stage in the process, we are confident we can
achieve $225 million of projected EBITDA enhancements. | would summarize these in the
three main areas: the Texas-based limited assets, procurement, and the legacy Dynegy
fleet. The Luminant opportunities are in addition to the $50 million value for 2018 that we
reported on last fall from our OP efforts. This value has already reflected in our standalone
guidance.

First, for Luminant, Martin Lake continues to find cost and revenue opportunities as an
early participant in the OP process. Our nuclear site, Comanche Peak, embarked on its
efforts late in 2017. They have identified and are implementing actions worth nearly $30
million on a run rate basis. The levers are across the Board, including working with major
alliance partners to rationalize scope, prioritizing O&M projects, and reducing site labor
and support functions.
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Comanche Peak is already one of the lowest nuclear sites in the country. But the team
continues to look for ways to compete in a challenging wholesale market, reducing its
costs, while maintaining a focus on reliability and nuclear safety. Our combined cycle
sites, Forney, Lamar and Odessa have been working through their OP efforts and are
implementing ideas worth approximately $10 million.

These ideas include improving heat rate through reducing compressor air inlet
temperatures, improving cooling tower efficiency and better monitoring and repair of cycle
isolation valves throughout the steam cycle. Another example, planned outage timelines
have been optimized through kaizen exercises to shave over 20% of the total time,
resulting in lower cost and more gross margin. Importantly, these three teams did their OP
efforts together, which materially enhance the value they are achieving.

Moving on to procurement, another big lever for our combined fleet. Sara mentioned
procurement synergies have been identified as part of the $275 million. We have identified
additional procurement opportunities as part of the OP process in the $225 million target.
Combined these procurement opportunities represent a 6% to 8% reduction of the fast
loan and spin-based of approximately $1.7 billion, excluding fuel costs, such as coal and
natural gas.

We expect to realize these savings through the ongoing evaluation of procurement
specifications, strategic sourcing and demand management. For example, the team has
identified opportunities in ammonia and bulk chemicals of $10 million to $12 million,
averaging 20% reductions. Maintenance, repair and operating supplies with our larger
scale is yielding more than 15% through our initial rates.

Now turning to the Dynegy combined cycle fleet, we are leveraging our learnings from our
combined cycle fleets here in Texas to see the OP effort across the additional 19 sites.
Kendall was the first Dynegy combined cycle to pursue their OP effort and they are
executing on more than $5 million of value.

Given our collective efforts to date, we’re going to organize the OP roll out across the rest
of the gas fleet in a coordinated manner, focusing by major value drives, such as heat
rate, outage reduction, min-max load, offload and deep dives into O&M. We anticipate that
the legacy Dynegy combined cycle fleet will realize a run rate value of, at least, $55 million
through these efforts.

Finally, the legacy Dynegy coal fleet has 13 sites with about half of these underway with
their OP efforts. We have a head start on some of these sites as Dynegy kicked off these
efforts prior to the closing of the transaction. Many of the levers are similar to actions
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implemented on the Luminant Texas coal fleet we reported on earlier. Reductions in min
load, improvements in max load, as well as faster ramps up and down all create more
flexibility and value.

For example, Zimmer is executing on reducing its min load from 650 megawatts to 450
megawatts, yielding nearly $1 million a year in recurring value. Ramp rates for the majority
of the MISO and PJM coal fleet are currently in the 3 to 5 megawatts a minute range and
for sites has completed OP, we're executing our ramp rates that are nearly three times
faster.

With respect to improved generation, reduction on auxiliary loads can drive value across
the spectrum from full load down to minimum loads. As minimum loads value is created by
identifying equipment that isn’t needed to support a lower level of generation, including
cooling water pumps, circulating pumps, air compressors and other house loads to
improve the bottom line.

The average reduction both in terms of more effective planned outages, as well as more
timely response to unplanned outages is a source of opportunity. [indiscernible] typically a
challenge for coal plants and effective preventive maintenance and standard playbooks to
recover from them is critical. Many of the MISO and PJM sites experienced unplanned or
forced outages in excess of 13%, and being able to reduce this by, at least, 50% is
consistent with our experience, as well as reducing the turnaround time from 72 hours to
48 hours or less in times of an unplanned outage.

Heat rate focus through implementation of onsite data and analytics, coupled with real-
time advanced monitoring and diagnostics from our POC or Power Optimization Center is
a significant source of value. Operators can use this information to adjust operating
parameters to resolve issues related to combustion and cycle efficiency losses. Baldwin
and Zimmer have identified over 4 million of annual heat rate improvement through their
OP efforts.

Overall, we're currently projecting we'll realize $50 million of the OP benefits in 2018 and
$160 million in 2019. On a run rate basis, we will have achieved roughly $115 million of
our $225 million OP target by the end of 2018 and 100% by the end of 2019. It's important
to emphasize, there were literally thousands of action items required to capture the OP
value across the fleet.

This requires attention in detail and strong accountability in governance assisted by online
tracking and reporting tools that reinforce the ongoing performance mindset. The value
capture is important, but sustaining the OP process is critical to long-term success and
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key to identifying even more opportunities down the road. As a result, while we believe
there could be opportunities for further upside to this $225 million target, we will not know
a confidence until we get further down the road.

With that, | would like to turn the call over to Bill Holden to discuss a few financial
highlights of the combined company.

William Holden

Great. Thanks, Jim. Turning now to Slide 18, where we have provided four sets of
financial projections. Two sets of which represent our actual guidance for 2018 and 2019,
and two sets of which represent illustrative guidance for the same period and are being
presented for illustrative purposes to indicate the earnings power of our company.

I'd like to note that we provided the 2019 guidance along with 2018, because the 2019
guidance reflects the partial year of combined — our results, given the timing and the close
of the merger.

As Curt mentioned and | will discuss the illustrative 2018 shows that on a combined
company basis, including Dynegy’s actual first quarter results, adjusted EBITDA and
adjusted free cash flow for full-year 2018 are projected to be higher than we anticipated
when we announced the transaction. We thought it would also be beneficial to provide you
an early look at 2019 on a combined company basis.

On the right-side of the page, you will see the illustrative cases. The 2018 illustrative case
provides a projection of the earnings and cash flow generating power of the combined
company, as the merger closed on January 1, including actual first quarter results for both
companies.

Assuming the merger had closed at the beginning of the year, we forecast the combined
enterprise could earn between $3.15 billion and $3.35 billion in adjusted EBITDA from
ongoing operations and between $1.65 billion and $1.875 billion in adjusted free cash flow
from ongoing operations.

With the exception of the introduction of the Asset Closure segment, this illustrative
presentation is on a comparable basis to the pro forma 2018 adjusted EBITDA and
adjusted free cash flow projection we provided when the merger was announced.

As Curt mentioned, assuming the January 1 merger closing, we had previously estimated
the combined company could earn between $2.875 billion and $3.125 billion of adjusted
EBITDA on a consolidated basis. The improvement of approximately $250 million, when
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comparing midpoints versus our 2018 illustrative case reflects four primary drivers. First,
an increase of $5.85 million related to the increase in merger value lever targets, we now
expect to realize within the first 12 months following the merger close.

Second, an adjustment of approximately $85 million to reflect the exclusion of the Asset
Closure segment from the 2018 illustrative case we’re presenting today and an increase of
approximately $155 million reflecting improved power prices, primarily in ERCOT. These
positive variances were partially offset by Dynegy'’s first quarter 2018 results, which were
approximately $75 million lower than Dynegy management expectations at the time the
merger was announced.

| would also note that we — had we compared our current 2018 forecast for April 9 through
December 31 only for the same time period from our October 2017 forecast, our positive
variance would have been even higher as the results for those periods does not include
Dynegy’s first quarter underperformance. Because the merger actually closed on April 9th
Vistra’s 2018 financial results will only include Vistra’s results on a standalone basis for
the period prior to April 9th 2018 and results of the combined company for the period from
April 9th through December 31, 2018.

As a result, our 2018 guidance which can be found in the first column in the table on Slide
18 reflects earnings and cash flow expectations for 2018 on this basis. Vistra is projecting
2018 adjusted EBITDA from ongoing operations will be $2.7 billion to $2.9 billion with
adjusted free cash flow from ongoing operations of $1.4 billion to $1.6 billion. Guidance
reflects power price curves as of March 30th, 2018 in all markets. Because our 2018
guidance does not reflect earnings and cash flow expectations for the combined company
for a full year, we are also providing 2019 guidance today.

In 2019 we expect adjusted EBITDA from ongoing operations of $3.2 billion to $3.5 billion
and adjusted free cash flow from ongoing operations of $2.05 billion to $2.35 billion, which
represents a projected adjusted EBITDA to free cash flow conversion ratio of
approximately 64% from our ongoing operations, highlighting the significant cash flow
generation we expect from our diversified and integrated operations.

The last case we present on Slide 18 is in the far right-hand column and it reflects, as Curt
mentioned earlier this morning, the earnings potential of the combined enterprise once we
realize the full run rate of projected EBITDA value lever targets. In that instance we would
expect Vistra could earn approximately $3.275 billion to $3.575 billion in adjusted EBITDA
from ongoing operations and approximately $2.15 billion to $2.45 billion in adjusted free
cash flow from ongoing operations.
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Turing to Slide 19, we provide a look forward from our 2018 and 2019 guidance, the
illustrative cases we show on Slides 10 and 18. The 2018 illustrative case reflects 2018
guidance and has increased for actual and forecasted Dynegy results for January 1st to
April 8th, the period prior to the merger close and an incremental quarter of realized
EBITDA value levers.

The 2019 illustrative case reflects 2019 guidance and has increased by $80 million to
reflect the full run rate of adjusted EBITDA value levers, versus the $420 million we expect
to realize in 2019. In any case we believe the projected earnings power of the combined
enterprise is impressive and it supports our view that Vistra should be able to earn
upwards of $3 billion of adjusted EBITDA on an annual basis, while converting
approximately 60% of its adjusted EBITDA from ongoing operations to free cash flow.

Turning now to Slide 20, we have updated our capital structure slide pro forma for the
merger close. As we can see, pro forma for the merger closing and for the retirement of
the $850 million of Dynegy 6.75% senior notes due in 2019 which occurred on May 1st,
we had net debt of the combined company of approximately $10.5 billion as of March
31st, 2018.

We project our net debt to adjusted EBITDA will be 2.9 times as of year-end 2018 and
approximately 2.2 times at year-end 2019. As a result we project we will have
approximately $1 billion of capital available for allocation over the next 18 months, while
still achieving our 2.5 times net debt to adjusted EBITDA target by year-end 2019. We
plan to provide more specificity regarding our initial capital allocation plan at our upcoming
Analyst Day on June 12th.

We also plan to discuss our thoughts of optimizing our capital structure at the Analyst Day.
We have approximately $3.7 billion of senior notes that are callable later in 2018 and in
2019, streamlining our capital structure and minimizing our borrowing cost will be an
important focus for us in the coming months. To the extend the capital markets remain
favorable, we would pursue repricing or refinancing opportunities in the future as has been
Vistra’s historical practice.

Our balance sheet remains strong and we’re committed to achieving our long-term
leverage target of 2.5 times net debt to adjusted EBITDA by year-end 2019 as we
continue to believe maintaining a strong balance sheet is critical to success in this
industry.

I'll now turn the call back over to Curt for a brief wrap up before we get to Q&A.
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Curtis Morgan

Thanks Bill. | know we’ve covered a lot here today, but at the end here it might be useful
to quickly highlight again why we’re optimistic about the future of our company and the
ability to create superior shareholder value for investors.

As | said before, we believe our overall strategy of low leverage, low cost integrated
business operations and disciplined capital allocation is the winning formula for companies
like ours and will lead to long-term shareholder value. We continue to believe that the
Dynegy merger is consistent with these strategic imperatives and represents the single
largest opportunity to enhance shareholder value relative to a host of other strategic
alternatives we evaluated, we now must execute.

If you just take a look at Slide 22 briefly, the closing of the Dynegy merger provides what
we believe will be significant value creation for shareholders, as well as diversification,
scale and a platform to expand our integrated operations.

On the value creation side, as | highlighted it earlier, we now project the merger together
with the impact of tax reform will create approximately $500 million in adjusted EBITDA
value levers, $235 million in additional after-tax free cash flow benefits and more than a $1
billion, $1.7 billion in federal cash tax and TRA savings, plus anticipated alternative
minimum tax credit refunds.

The combination of these benefits we believe should create approximately $7.5 billion in
equity value, as a combined company we expect we’ll be able to drop approximately 60%
of our EBITDA from ongoing operations down to adjusted free cash flow. A free cash
conversion ratio that is significantly higher than that of other commodity based capital
intensive business stream.

As an organization, we project to earn approximately $3 billion or more per year in
adjusted EBITDA, that should translate to approximately $9 billion or more in adjusted free
cash flow from ongoing operations from 2018 through 2022. We are absolutely committed
to achieving our long-term leverage target of 2.5 times net debt to EBITDA, adjusted
EBITDA by year-end 2019 and expect we will have significant capital to pursue a diverse
set of capital allocation alternatives, including returning capital to our shareholders. In fact,
we estimate we’ll have approximately $1 billion, as we discussed previously, $1 billion in
capital allocate in 2018 to 2019 while still achieving our leverage target.
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The ability to achieve these financial metrics is a direct reflection of our earnings,
geographic and field diversification, as well as the quality of our assets and operations
following the closing of the merger. We are the leading retail platform, we’re a market
leader in Texas in addition — and the addition of Dynegy’s generation fleet provides a
platform for us to leverage Dynegy’s existing retail presence, while applying best practices
from our TXU Energy brand to expand further in these regions.

Further, even before any retail growth, we projected approximately 50% of our adjusted
EBITDA over time will come from a combination of retail and capacity payments, as well
as from the attractive ERCOT market. Our operations are estimated to be the lowest cost
among competitor generators as we project all-in wholesale cost of approximately $9 per
megawatt hour and retail cost of approximately $45 per residential customer equivalent,
which gives you the sense of the type of scale benefits that we receive.

With the addition of the Dynegy legacy CCGT as we believe we now have the youngest
most efficient fleet in the key U.S. markets, more than 60% of which is gas field. We own a
very attractive low cost assets that are in the money [ph] most of the time and contribute
to our ability to produce consistent earnings and free cash flow in a variety of market
environments, while lowering our organizational risk and reducing our exposure to natural
gas.

We look forward to going into more detail regarding our new operating profile at our
Analyst Day on June 12. So as we conclude today Slide 23 provides a highlight or a high-
level preview of our Analyst Day which will be held at our corporate offices here in Irving
on June 12 beginning at 8:30 AM central time and concluding approximately 1:30 PM
central.

The topics we expect to cover includes capital allocation which | know is probably high on
everybody’s list in the priorities thereof. Our five-year free cash flow outlook, capital
structure optimization opportunities, operational update included retail, commercial
operations and generation with an OP update we also plan to provide our view yet it's a
preliminary one, as you might guess on the impact and the opportunities for batteries.

| know that’s something of interest and we had a lot of chatter about what’s long-term
impact from batteries, we obviously are very interested in that and we’re beginning to
invest in it. We hope many of you will be able to join us in Texas and we look forward to
that day and for those of you unable to join us in person, the event will be broadcast out
via a webcast on our website.

With that operator, we are now ready to open the line for questions. Thank you.
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Question-and-Answer Session
Operator

[Operator Instructions] Your first question comes from Shahriar Pourreza from
Guggenheim Partners. Your line is open.

Shahriar Pourreza

Hey good morning guys.
Curtis Morgan

Hey Shah.

Shahriar Pourreza

So on the synergies, nice surprise on the incremental $50 million for the corporate combo.
As we’re thinking about additional opportunities, have you tapped this out, and more
importantly, as we’re thinking about the operational synergies, obviously past comments
even to Dynegy’s own internal studies seem to point to multiples higher on the operational
side. So again, can you review sort of what you need to play out to up this number to more
emulate what the past comments have been? And when do you think you can update us
since you already have pretty good start?

Jim Burke

Well, look I think included [ph] what we have done and look | have to say talking about it to
one thing, doing it to another, so | really don’t — I know there were some numbers sitting
around out there, but Shah here is how it works, because these are plant by plant you've
got to get in and you got to do the assessments and it takes to go into each plan, and I'll
just — | should emphasize you guys, there are literally thousands of line item items that
comprise getting to that 225, and there will be another thousand or so to get another
incremental on that.

And so what we’ve done with our OPI effort is try to bring those out and community those
to you guys, when — once we get into the plant and do that early-on assessment. What we
do is we do an early on assessment, it’s very detailed and then we put target out there for
the plants to go after and then we prove it up. And so that’s why | say any increment to the
225 is likely to come more at the end of this year so that we can get through the plant
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assessment. And then so that we could feel comfortable, the one thing that we are very
focused on is putting numbers out there that we know we can achieve that you can take to
the bank and that don’t erode our credibility because we get out in front of ourselves.

So | think that’s what we’re trying to do here and | do think there is probably | think Jim, |
think there is another incremental here, and it’s just we want to prove it out and then
communicate it, | think you probably shouldn’t expect anything on that until the end of this
year and then we’ll communicate what that increment looks like.

As far as synergies go, | think we hit the top end of that. | mean, that was our top end of
our range and we hit it, and | don’t — | would not expect a lot more rallies looking for cost
savings, but | would consider it anything more material. It's the OP area where | see
incremental and there is a good chance that we’ll have some reasonable amount there,
but we’ve got to prove it up before we communicate it.

Shahriar Pourreza

That’s helpful, well understood Jim. And then just not to jump ahead of the Analyst Day,
but $1 billion of cash available after delevering in the near-term which you’ll obviously
likely be materially higher post your delivering targets, you are looking at shutting down
some additional assets with Dynegy, you’ve got a mark in Texas this summer and then
you got stable cash flows right from retail. So how and when should we begin to think
about a dividend? Is 3% to 4% yield "meaningful". And then as you sort of think about a
Board approval of the dividend policy, when you think about growth, are you sort of
thinking about looking to emulate regulated peers?

Jim Burke

Yes, so, | don’t think — well, let me just step back, on the dividend | think what we are
thinking about there and we’re inching toward this, but we just bought the company, we
are integrating it, we feel pretty confident about it, we got a summer ahead of us, and |
don’t think that you are going to hear from us that we have a definitive day to begin a
dividend at the June 12th. | mean we are still working with our Board, but | doubt, but | do
think Shah that when we get through this summer and we work with our Board, we have a
Board meeting over this summer. We're going to take a hard look at that and we’ve been
pretty open. And that is something that’s squarely on our — in our site. But we're also just
trying to be mindful that we’ve got a lot of wood to chop elsewhere and we want to make
sure how we’re doing through this summer before we make a final decision on it.
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We do still think this 3% to 4% yield range is important. But we also think, it's incredibly
important to be able to grow that dividend. | think, you —it's hard to — it's hard for us not to
admit that when you look at the cash generation of this business and it's because we have
low leverage, so we have low interest expense, and it's because our CapEx to maintain
our business is substantially lower than the CapEx at other energy commodity-based
capital intensive business have to plow back in their business just to generate the same
level of EBITDA like E&P and MLPs, that we are going to have a multitude of opportunities
around capital allocation.

And we’ve been very open about the fact that dividend is one that’s squarely on the table.
We're just — we're not ready to pull the trigger on that, but | think we’ll make some final
decisions as the year progresses. | think, you should expect to hear from us much more
definitive sense on this in 2018, | believe that we will have that discussion. But we are
going to talk about some other things around capital allocation and in particular, we’ll talk
a little bit about our stock where it’s trading and share repurchases. | also — at the June
12th meeting, | think, there’ll be more meat on the bone on that one.

Shahriar Pourreza

Terrific. And then just one last question, if | may. As you think about retail deals sort of the
Northeast, what'’s sort of the read-through to your plan as presented today, i.e., any
potential delays you see as far as you're delevering targets with a retail deal or the deal
that you're sort of looking at shouldn’t sway your balance sheet targets more than a
couple of months?

Curtis Morgan

Yes. No, | think, it's limited, if any. So | think we can do retail type transactions if we
decide to do that. And | should emphasize that, our retail strategy is going to be — it's
going to be a dual strategy and it will be looking at M&A. But | will tell you that, we have to
feel very confident of what we’re getting and we have to feel confident that we are getting
a good value proposition, and that’s not easy to do looking at the retail companies that are
out there.

We have a way to do business and we have certain standards. And we're going to make
sure that what we’re giving is real at the end of the day. | think, what you probably are
going to see the way you will see is a pretty aggressive out of ERCOT organic growth
strategy that will put the lever down. And we think that’s probably — it's like the more cost-
effective approach to growing our business.
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When | look at it this way, Shahriar, we’ve got people out there that have grown
businesses to $100 million of EBITDA and 1 million customers over sort of a three-year to
seven-year period. And | look at that, I look at the problems that we have in our company
why can’t we do that and why can’t we build the kind of business we like rather than
acquiring something, paying a premium and getting something that we’re not even certain
is a real solid business model.

So we're going to take a hard look at that, Jim. As Scott Hudson is here with us too, who
runs our retail business, they’re working on with Sara Graziano, working on our retail
strategy. We're taking that to our Board in our July Board meeting. And | think, you guys
will hear more about that strategy as well, and we’re going to talk about that too at our
June 12th meeting.

Shahriar Pourreza

Got it. And Curt, congrats on the contract extension. Now you stuck with us for four more
years. See you guys.

Curtis Morgan

Well, now that you put it that way. I’'m looking forward to you. Thank you, Shahriar.
Shahriar Pourreza

Thank you, guys.

Curtis Morgan

You bet.

Operator

Your next question comes from Julien Dumoulin-Smith from Bank of America. Your line is
open.

Julien Dumoulin-Smith

Hey, good morning. Congratulations.
Curtis Morgan

Hey, Julien, how are you?

Julien Dumoulin-Smith
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Good. Thank you very much. Happy Friday. | suppose to start it off here with the Asset
Closure. So we talk about that in terms of the composition of EBITDA attribution and/or
just timeline to actually getting these things closed out, I’'m thinking specifically MISO in
California?

Curtis Morgan

Yes. So a couple of things on that, and then Bill, you might want to get in some more
details. But the one area, I'd say, we’re still working on is the Dynegy sort of ARO-related
expenditures over the next few years. And so, look, | think we’re talking about by the 12,
Julien.

We want to provide kind of a 10-year look at our cash expenditures, and we’re — and the
reason we’re not doing that right now is that, we’re still working on it. And — but we know
we need. If we're going to separate this thing out, we know we need to provide detailed
information and we’ll also give you an EBITDA outlook as well.

So the EBITDA and — yes — and so, | guess, what you guys know on the Asset Closure
segment that I’'m going to — on that particular thing, we’re going to give you guys more
detail. On asset rationalization in terms of what we’re going to do with our assets, | think,

we’ve been clear on this.

We’ve got to figure out what kind of a business we have in MISO. And | know that
everybody would like to see the capacity market get passed from the lllinois legislature.
This is probably not a commonly known fact, but | grew up in the lllinois and | know a little
bit about lllinois politics and that stage right out of Chicago and we have downstate lllinois
coal plants and there are a lot of people in the lllinois that don’t like coal plants.

| think, it is a really low probability that we get that passed, | love it, we’ll work on it, but we
can’t do a business around a hope. We've got to build a business around reality. And if
reality is that we have the same capacity clears that we just saw in MISO, we got to do
some things with our business.

| think, the most important thing for our company is the work with the lllinois EPA and
legislature to get the multi-pollutant standard changed, and that’s good for everybody,
because it basically allows the assets to sort of fend for themselves and we have a higher
probability of keeping more assets in that market with that adjusted than if we keep them
in a bubble state that they’re in now.
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So our highest priority has been to work through the MPS process and try to get that
through. We’'ll continue to work on the capacity market, but | just don’t have a lot of hope
for that. What's that mean at the end the day, that we’re — and we’re going through the OP
process too, that’s the other prong. But once we get through all that like we did in Texas,
we’re going to make decisions and we’re losing money on assets, we're not going to run.

And so | would expect balance of this year, you guys are going to hear a lot more from us
about what we’re going to do with our MISO generation. | do think though at the end,
when we get all that done, the retail business and what'’s left of the assets, we could have
a little — nice little business in MISO that we can make money on, and that’s the real goal
on this. And so that’s what | think, you’ll see us probably a smaller, more focused business
in MISO at the end of the day.

In California, we have some opportunities there that | don’t know that | can really — yes, |
can’t really talk about right now, Julien, but | like to. But we have some opportunities
around our asset sites there that are pretty intriguing and could be very valuable. And so
our view on that is, we got to play that out and then we’ll decide what we do with it. Right
now, our position in California is not our strategic position, and we’re not looking to grow
for additional generation at all in California.

So if that’s what we’re left with, you can expect we're going to start to do something with
that position. So | think, that’s about as straight as | can be on those assets right now. And
unfortunately, we don’t have anything to announce on it, but we're working through it. And
what we’re trying to do is simplify our business and focus on those areas where we make
money. And | think it's ERCOT, PJM, EISA New England is really the core. And then
around that, we’ve got a tremendous retail business and we’re continuing actually to grow
our other retail brands in Texas.

We can do an acquisition of something in Texas and expand a little bit further on the retail
side. And then with our asset base, we’re looking for retail channels to basically sell our
long asset position — generation position in PJM. And we’re focused on lllinois, Ohio,
where we already have position there. We’re looking at Pennsylvania. We think
Pennsylvania is a very good state for retail, as you can expect us to be pretty aggressive
there. We’'ll look at Massachusetts, Connecticut, those types of markets on the retail side.

So that if you think about what are we going to do, we’re going to look at the retail side of
the things to grow that out in addition to the asset rationalization. And then, of course, I'll
talk about this renewable as it relates to our retail business, are important to us. And then
we have began to, what | call, into the battery world. We think batteries are real.
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We think there are some opportunities in ERCOT around batteries, and so we have
opportunities may present themselves. And so you'll see us actually probably put a little bit
— I won'’t scare anybody, we’re not talking about hundreds of millions of dollars here. But
we have some small opportunities that allow us to get in that business and to understand
batteries and understand their application in markets like ours.

Julien Dumoulin-Smith

Excellent. A quick follow-ups, if | can. What's the curve date for the adjusted EBITDA that
you post today just to understand where the mark-to-market is?

William Holden
Yes, it's March 30.
Julien Dumoulin-Smith

Okay, it’s very, very recent. And then separately, what's the retail allocation of synergies
just when you look at the numbers that you put out there just if you were to kind of slice up
that 5007

Curtis Morgan

It's like $10 million.
Julien Dumoulin-Smith
Okay. [Multiple Speakers]
Curtis Morgan

So | should tell you, Julien, | think | spent like $17 million in total. And so we got over half
of that as synergies, but there weren'’t a lot of meat on that bone. And our — as you know,
even prior to this deal, our costs, we were at — we were one of the lowest cost on a
residential customer equivalent basis as it was, just TXU Energies. And so when you
combine what they had, almost 1 million customers with $17 million of spend, that's why
we saw such a precipitous reduction in that particular metric on the $45.

We were — | think we were around $90 previous and we dropped it in half, because we
picked up all these assets, because the way that they go to market, right? They do mainly
muni ag type stuff and broker-related. And so their overhead structure was less, because
they’re not doing like we do a lot of door-to-door and direct marketing type stuff.
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Julien Dumoulin-Smith

Got it. Excellent. Thank you all very much.

Curtis Morgan

Thank you.

Operator

Your next question comes from Greg Gordon from Evercore. Your line is open.
Greg Gordon

Hey, good morning. Can you guys hear me?
Curtis Morgan

Hey, morning. Good morning, Greg. How are you?
Greg Gordon

Yes, good morning. So — I'm great. So a lot of my questions have been answered. When
you talk about your confidence that you can be $3 billion run rate EBITDA company even
under stressed market conditions. | mean, | guess, I’'m looking at the page 19, you're the
$3,275 to 3,575 illustrate of EBITDA forecasts, you've indicated that you think you can
nudge that a little bit higher perhaps with further OPI — OP initiatives. But when you run
your simulations and get comfortable with that, you’re sustainably sort of even in a down
cycle of $3 billion EBITDA run rate business.

Can you just give us a sense of how you stress tested that? Are you counting on
countercyclicality in the retail versus the wholesale business, or what factors drive you to
the conclusion that you think you can convince investors that this is fundamentally a pretty
stable through the cycle cash flow business?

Curtis Morgan

Yes. So — look, | will say that, we do have the combined company, Greg, we ran models
on this is — has reduced its exposure to gas fairly significantly one with the retail channels,
but also because of — in PJMs a significant combined cycle fleet and the small effect there
— that we’ve added into us. And so we have reduced it. But | want to be clear, we still have
exposure to both gas and we have exposure to heat rate. And that’s how we look at our
combined power position to break it between gas and heat rate.

https://seekingalpha.com/article/4170210-vistra-energys-vst-ceo-curtis-morgan-q1-201... 5/30/2018



Vistra Energy's (VST) CEO Curtis Morgan on Q1 2018 Results - Earnings Call Tra... Page 28 of 34
Electronic Filing: Received, Clerk's Office 6/1/2018P.C. #2751

The reason | feel comfortable and we feel comfortable, because there is exposure outside
the bands of what we provide. But it’s our ability to access liquid, commodity markets, and
to be able to hedge and to take that tail risk out. And some — we’re doing something now
on ERCOT to attempt and | think we’re doing a good job of it in terms of how we hedge
the summer to try to reduce the risk of that — something could happen in ERCOT that
where we would go below the bottom-end of the range.

| don’t want to miss — mislead anybody. | mean, this is a presentation where we’re talking
about our company and what we think we can do, but through execution. But we still have
risk in our business. But the way we manage our business and we think about, we don’t
wait and swing for the fences, we find opportunities relative to our fundamental view in
each of the markets, where the forward curves are above that and we take that risk
exposure off the table.

And by doing that, in fact, we really like the PJM market, because it actually has more
liquidity further out into the market that we can manage that risk to an EBITDA outcome
and we talk about that with Steve Muscato, who runs our commercial group will say, okay,
Steve, this where we want to be. This is the EBITDA we want to hit. And then Steve
comes up with strategies on how we can hedge, and how we can we can basically hit
those numbers.

So Greg, it is my confidence in our ability to commercialize our assets and use liquid
forward curves to be able to manage the risk that we have inherent in our business. But |
also would say it’s also, because we have, on the energy side, we have very low heat rate
in the money assets, so that’s helpful to we have capacity payments as well as retail
business. And when | combine all those and we stress, we stress our outcomes, we feel
comfortable that we can hit the $3 billion plus and we can convert roughly 60% of that into
cash.

Greg Gordon

That’s great. When you talk about batteries, not to try to gun jump you on the Analyst Day,
but that’s my job. You talked about ERCOT, but you've also mentioned California. And |
know back in March, | think it was back in March. They had a ramp in the duck curve one
or two days that was basically so substantial. It was like three to four years. They hadn’t
projected a ramp in the duck curve as steep as they saw for another three four years out
from when it happened. And so they seem like they are kind of in a bind there to figure out
how they’re going to deal with the — how much renewables they have there, so is it battery
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storage opportunity what you're infer — you are implying or inferring you could be looking
at at those sites in California, as well as perhaps dabbling in retail focused batteries in
ERCOT?

Curtis Morgan

Yes so this is what | could say that we have two of the best sites in PG&E’s territory for
batteries and so we are certainly considering that. And if you thought, Greg, you hit it
around the head. If we thought we were going to have a business in California, it wouldn’t
be a traditional generation business, that’'s not gone. We had an opportunity to get into
alternative energy sources like a battery and we could do it through potentially contractual
arrangements and work with the utilities there that’s a business that we could get our head
around. And that might even lead potentially to even considering God forbid our retail
business. But the bottom line is, the business we have there now is not a sustainable
business, but what we could do with those sites could actually create a business in
California. So that’s it.

And | would also tell you Greg that we should have called our battery section — session on
the 12th to Greg Gordon battery session, because you’re the one that has pushed us on
that issue about what does the long-term — and I’'m being serious, what does the long-term
outlook of these markets look like with a realistic penetration of batteries and renewables.
And it's a serious issue for us and we’re studying it and we’re going to share with you guys
what we know. We won'’t — well, nobody has the answer, but at least we can share with
you guys our thoughts around it.

Greg Gordon

No, that you are too kind, | appreciate that. Have a great morning.

Curtis Morgan

All right, Greg.

Operator

The next question comes from Praful Mehta from Citigroup. Your line is open.
Praful Mehta

Thanks so much. Hi guys.

Curtis Morgan
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Hey, Praful. How are you?
Praful Mehta

Good, good thanks for the fulsome update. A couple of quick questions, | know you've
gone through a long session already. But quickly on Texas, firstly, in 2019 how long a
position do you have right now and how do you see that market evolving 2019? You've
talked about backwardation as well. So a little bit on Texas and how you are positioned to
any sensitivities to movements up or down on the curve. How would you see that play
out?

Curtis Morgan

So I'm going to — you can go ahead and get the numbers, | want to talk about [Multiple
Speakers].

William Holden

Yes, I'll just quickly give you a summary of our positions and the sensitivity. We've got
those in the appendix by the way, so you can refer to them later, but you’ll see on natural
gas, this is at March 30, we were about 23% hedged and then on for 2019 and then on
heat rate for 2019 in March 30 we were about 42% hedged. But | guess the sensitivities,
that — the changes that are also greater. So for natural gas sensitivity, at March 30th, it
was sort of $0.50 change in gas, if $235 million of the gas price changes up to $225
million down as the gas price was down. And again, that sensitivity of heat rates are held
constant and then the market heat rate sensitivity for a one turn in heat rate is about $160
million up and $150 million down.

Curtis Morgan

Yes, that's good. So to talk maybe slightly more qualitative than that. But just directionally
in 2018 and 2019 when we look at just the fundamentals for the market and since we live
here we see this, the tremendous amount of growth that’s going on in Texas, load growth
seems extremely strong. And when you look at what the new resources are likely to come
on between 2018 and 2019, there are some, but it's limited. We actually felt that 2018 or
that 2019 would trade over 2018.

Now what I'd say is, there’s a physiology to all these markets and | think people got
caught in 2018 in a little bit and so that played out in kind of behavior and physiology and
2019 hasn’t quite gotten to that further yet. But we certainly have seen 2019 come up as
we’ve gotten further into 2018 and | believe it will come up even further as we see the
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physiology of the market turn from 2018 to 2019 and realize that there really isn’t a lot of
resource coming on and there’s still load growth coming. So we’ve always felt like 2019
was going to be a little tighter, we’ll see, but it's certainly seems that way to us was.

The question for me and we’ve talked about this a lot is, what happens beyond that, but
even 2020 it's hard to see how there’s enough resources that are on. There’s no big
chunky gas combined cycle play, first as I've said earlier when you look at the forward
curves they don't justify a plant like that. So we do believe that there’s going to be
renewables to come in when and solar, but it’s just not enough over that period of time. So
we still think that 2020 is going to look pretty attractive over time and that should pop up
as well. And then some of that backwardation should come out in the market.

Now backwardation | think is a function of uncertainty and it’s a function of illiquidity. And
as you move close to those markets, we would expect those curves to move up. So it's
going to be interesting to see there’s no — | don'’t think there is any more — there’s any
deep pocketed strategic who are going to make a poor decision to build 2000 megawatts
when it’s not needed in this market.

| don’t see that happening, this is going to have to be merchant players and in an energy
only market with backwardated curves and which is already difficult to get — to raise debt
against. And then the illiquidity in the market because of the uncertainty that trading —
traders have in it, it will be very difficult to go out and do a long-term hedge to support a
newbuild. So that bodes well, on my view that bodes well for some sustainable relatively
strong ERCOT market over the next few years.

Praful Mehta

Got you, super helpful. And then just quickly on taxes, it sounds like a meaningful
improvement on the NOL utilization and the fact that you’re really not paying any cash
taxes for a number of years. Just wanted to confirm, is there any uncertainty or do you
require any tax approval or private letter ruling or anything else for this change or is this
already okay in terms of the NOL utilization of Dynegy?

Curtis Morgan

Yes, our assumptions are based on existing law at the date of the merger, so we're pretty
confident in the outcome.

Praful Mehta

All right. Well, thanks so much, guys.
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Curtis Morgan

Thanks.

Operator

Your next caller comes from Angie Storozynski from Macquarie. Your line is open.
Angie Storozynski

Thank you. So | wanted to actually go back to this sensitivity that you guys are showing to
changes in natural gas prices in Texas especially, because power prices in Texas have
seemingly decoupled from natural gas, which could be a good thing given what'’s
happening with the Permian gas. And so how do you see it evolving, yes, we have
obviously scarcity for being priced in Texas and that might continue for the next year or
two. But you're also seeing this incredible growth in the gas, associated gas in Permian
that with some estimates suggesting that from next summer Permian gas could be
basically trading at zero. And so how should | think about that and your exposure of your
earnings to that the gas, regional gas phenomenon?

Curtis Morgan

Yes, so a good question, let me try to attack it in a couple of ways. First of all, we sort of
recognized the gas exposure. And | think I've mentioned this previously that we break our
power position to a gas equipped position and a heat rate position. And without — | don’t
want to give up our positioning, but what | will tell you is that we are mindful of where gas
is and we are protecting ourselves on gas in both 2018 and 2019 to the downside. And we
have effectively done that and | think that was important for us and we left ourselves some
position for the upside.

So | can’t really, Angie, | just don’t think it’s right for me to say much more details than
that, because Steve Muscato is staring at me and | don’t want to give away our position.
But we recognized exactly what you said. Now, we actually though, we actually have a net
benefit in our fleet in particular the Luminant fleet, but our gas is doing quite well, | mean
with the kind of gas prices. And one thing we are going to have Steve go through at the
Analyst Day is pricing in ERCOT because | think there maybe some misconception about
it. But in general, gas generators that Houston Ship Channel gas, which trades at a
premium to Mid-Continent gas, Texas gas, and Waha. They set the price investors
congestion from West Texas.
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What that means is, because Houston Ship Channel gas is higher, there are plans to
source off a Midcon and off of Texas and off of Permian actually have a advantage
relative to those that price off a Houston Ship Channel or Henry Hub. So we have a pretty
good position, now we’re working on the Dynegy plans to get them better positioned on
the gas over time, but even they are better positioned than some, but the bottom line is,
our assets, Forney, Lamar and Odessa are really good gas positions.

So for us we’re in a pretty good position. The thing we're worried about and it’s a fair
question is the downside on the gas and we have positioned our self to guard against the
downside, because we think that in the next year or two, we think it's downside risks.
What | would also tell you though is that, the markets are telling us that they believe, it
could even build pipelines in Texas so | want to be clear. This is not the same kind of
situation that you have in the Marcellus and you have the Utica and other parts of country
where there’s Nimby about or just anti-pipelines.

You can build pipelines in Texas, so anybody who thinks they could come in and try to
build on the backs of low gas, try to build a combined cycle plant that’s going to vanish in
about two years, because there’s going to be gas, there’s going to be pipeline to get that
gas out and try to get it to LNG facilities and get it to rest of the country and also to try to
get it to Mexico. So that differential is going to dissipate over time.

Angie Storozynski
That’s all | have. Thank you.
Operator

This will bring us to the end of the Q&A portion, as we have ran out of our time limit. | turn
the call back over to the speakers for a closing remarks.

Curtis Morgan

Okay. Thank you very much. And thank you all for taking the time to join us. As | stated at
the beginning of the call. We do appreciate your interest in Vistra. And we look forward to
continue our conversations. Thank you. Operator?

Operator

Thank you everyone. This will conclude today’s conference. You many now disconnect.
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ILLINOIS ENVIRONMENTAL PROTECTION AGENCY

1021 NORTH GRAND AVENUE EAST, P.O. BOX 19276, SPRINGFIELD, ILLINOIS 62794-9276 © (217) 782-3397
BRUCE RAUNER, GOVERNOR ALEC MESSINA, DIRECTOR

217/782-3397

May 8, 2017

Robert A. Kaplan, Acting Regional Administrator
Office of the Regional Administrator, R-19J

U. S. Environmental Protection Agency, Region 5
77 West Jackson Boulevard

Chicago, Illinois 60604-3507

Re: Redesignation of the Metro-East St. Louis Nonattainment Area for the 2008 8-Hour Ozone
National Ambient Air Quality Standard

Dear Mr. Kaplan:

The Illinois Environmental Protection Agency (“Illinois EPA”), on behalf of the State of Illinois,
and pursuant to Sections 107(d)(3)(E), 110(a)(2), 175A, and 182 of the Clean Air Act (“CAA”)
and Section 4 of the Illinois Environmental Protection Act (415 ILCS 5/4), requests that the
Metro-East St. Louis ozone nonattainment area (“Metro-East NAA”), composed of Madison,
Monroe, and St. Clair Counties in Illinois, be redesignated to attainment for the 2008 ozone
National Ambient Air Quality Standard (“NAAQS”). The Illinois EPA also submits its
“Maintenance Plan for the Metro-East St. Louis Ozone Nonattainment Area for the 2008 8-Hour
Ozone Standard” (“Maintenance Plan”) as a revision to Illinois’ State Implementation Plan
(“SIP”).

On April 30, 2012, USEPA designated the Metro-East St. Louis area as nonattainment for the
2008 ozone NAAQS. The area was classified as marginal nonattainment effective July 20, 2012.
(77 FR 30088) On March 6, 2015, in the final 2008 ozone NAAQS SIP requirements rule,
USEPA established an attainment deadline for marginal areas of July 20, 2015. (80 FR 12264)
USEPA granted a one year extension until July 20, 2016, for the Metro-East St. Louis area to
attain the standard. (81 FR 26697) The standard has now been attained. Certified ambient air
monitoring data collected by the Illinois EPA in the Metro-East St. Louis area, as well as data
collected in Missouri, demonstrate that the entire St. Louis nonattainment area is meeting the
2008 ozone standard, and has been meeting the NAAQS since the 2013-2015 monitoring design
period. USEPA published a Clean Data Determination for the Metro-East St. Louis area
effective August 26, 2016. (81 FR 41444)

The Maintenance Plan is being provided as technical support for the redesignation request.
Included within the Maintenance Plan are revised year 2030 motor vehicle emissions budgets
developed using the MOVES2014a model and the Illinois Ozone Emissions Inventory for 2014
(“Emissions Inventory””). The Maintenance Plan, including the motor vehicle emission budgets
and the Emissions Inventory, is required as part of the Illinois EPA’s redesignation request.

4302 N, Maln St., Rockford, IiL 61103 (815)9687-7760 9511 Harrison St., Des Plcines, IL 60016 (847)2944000
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Illinois EPA hereby certifies and confirms that this request meets the requirements for
redesignation under Section 107(d)(3)(E), 110(a)(2), 175A, and 182 of the CAA for the Metro-
East St. Louis nonattainment area for the 2008 ozone NAAQS The Illinois EPA held a public
comment period and a public hearing. The public notice was published in the Illinois Register
on August 12, 2016. A public hearing was held on September 14, 2016, in accordance with the
requirements set forth in 40 CFR 51.102, at which several comments were made and a question
posed. A letter of support was received by the Illinois EPA after the hearing. A compilation of
the comments, the question, the Illinois EPA’s response, and the letter of support are included in
the Illinois EPA’s Responsiveness Summary. The Maintenance Plan was finalized and effective
October 17, 2016.

This SIP revision meets the criteria for completeness pursuant to 40 CFR Part 51, Appendix V,
Criteria for Determining the Completeness of Plan Submissions. This request is being submitted
via the USEPA’s electronic eSIP submission system. Attached is a list of the documents
provided.

If there are any questions, please feel free to contact David Bloomberg at 217-524-4949 or via

email at David.Bloomberg @illinois.gov.

Cordially,

Hbe fWffer—_.

Alec Messina
Director

Attachments
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Illinois State Implementation Plan

List of Enclosed Documents

Maintenance Plan for the Metro-East St. Louis Ozone Nonattainment Area for the 2008 8-
Hour Ozone Standard.

Illinois Ozone Emissions Inventory for 2014.
Notice of Public Hearing and Comment Period, August 12, 2016.

Illinois EPA Responsiveness Summary.
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EXECUTIVE SUMMARY

[llinois is requesting that the U.S. Environmental Protection Agency (“USEPA”) redesignate the Illinois
portion of the St. Louis nonattainment area (“Metro-East NAA”) from nonattainment of the 2008 8-hour
ozone National Ambient Air Quality Standard (“NAAQS”) to attainment. In order to redesignate a
nonattainment area to attainment, USEPA must determine that violations of the NAAQS are no longer
occurring, that the improvement in air quality has been achieved by permanent and enforceable emission
reductions, and that the state’s maintenance plan is adequate to maintain the NAAQS in the area.

This document provides the necessary information for USEPA to make that determination, and describes
[llinois’ Maintenance Plan for the Metro-East NAA, as well as providing additional technical information
required to support a redesignation request. Motor vehicle emissions estimates developed using USEPA’s
Motor Vehicle Emissions Simulator (“MOVES”) model are also incorporated. The Illinois Environmental
Protection Agency (“Illinois EPA”) has prepared this plan in consultation with the Missouri Department
of Natural Resources (“MDNR”) and USEPA. The MDNR is preparing a similar plan for the Missouri
portion of the St. Louis nonattainment area.

Ozone air quality has improved in the St. Louis region as a result of implementation of State and Federal
control measures since the designation of the St. Louis area as marginal nonattainment in 2012. The entire
St. Louis nonattainment area has three years of complete, quality assured ambient air quality monitoring
data for 2013-2015 that demonstrates compliance with the 2008 8-hour ozone NAAQS. These air quality
improvements are due to permanent and enforceable emissions control measures.

This Maintenance Plan provides for continued attainment of the 2008 8-hour ozone air quality standard
for the Metro-East NAA for a period of at least ten years after USEPA has formally redesignated the area
to attainment. The Plan also provides assurances that, even if there is a subsequent violation of the air
quality standard, measures listed in the Plan will prevent any future occurrences through contingency
measures that would be triggered upon such an occurrence. Finally, the Plan includes on-road motor
vehicle emissions budgets for use in transportation conformity determinations to assure that any increases
in emissions from this sector do not jeopardize continued attainment of the 8-hour ozone standard during
the ten-year maintenance period.

1Y
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1.0 INTRODUCTION

This document describes Illinois’ Maintenance Plan for the Metro-East NAA. A maintenance plan is
required before the area can be redesignated from nonattainment to attainment of the 8-hour ozone
NAAQS promulgated by USEPA in 2008. Illinois EPA has prepared this plan in consultation with the
MDNR and USEPA. The MDNR is submitting a redesignation request for the Missouri portion of the
nonattainment area.

The entire St. Louis nonattainment area has three years of complete, quality-assured ambient air quality
monitoring data for 2013-2015, demonstrating attainment with the 2008 8-hour ozone NAAQS.

This document also provides the technical information needed to support a request to redesignate the St.
Louis area to attainment of the 8-hour ozone NAAQS. Section 107 of the Clean Air Act (“CAA”™)
establishes specific requirements to be met in order for a nonattainment area to be considered for
redesignation: USEPA must make a determination that the area has attained the NAAQS based on at least
three complete years of ambient monitoring data. USEPA must have approved a State Implementation
Plan (“SIP”) for the area under Section 110 and Part D of the CAA. The state must demonstrate that the
improvement in air quality is due to permanent and enforceable reductions in emissions resulting from
implementation of the SIP and other federal requirements. Finally, the state must submit, and USEPA
must approve, a maintenance plan under Section 175(A) of the CAA, including provisions for
contingency measures that will be implemented if future violations of the 8-hour ozone NAAQS are
measured.

This Maintenance Plan provides for the continued attainment of the 8-hour ozone NAAQS for the Metro-
East NAA for a minimum of ten years after USEPA has formally redesignated the area to attainment. The
Plan also provides assurances that even if a subsequent violation of the ozone NAAQS occurs, provisions
in the Plan will prevent additional future occurrences through contingency measures that would be
triggered upon such occurrence.

This document addresses the maintenance plan requirements established by the CAA and USEPA, and
includes additional information to support continued compliance with the 8-hour ozone NAAQS.

1.1 Regulatory Background

The CAA, as amended in 1990, requires areas that fail to meet the NAAQS for ozone to develop SIPs to
expeditiously attain and maintain the NAAQS. Historically, exceedances of the ozone NAAQS have been
monitored in Madison and St. Clair counties in Illinois and in the Missouri portion of the NAA.

The Metro-East NAA, which includes Madison, Monroe, and St. Clair counties in Illinois, was originally
designated as marginal nonattainment in 2012 pursuant to the 2008 revisions to the ozone NAAQS.
Several counties in Missouri were also designated as nonattainment of the 8-hour ozone NAAQS. Figure
1.1 depicts the current St. Louis Missouri-Illinois NAA.
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Figure 1.1  8-Hour Ozone Nonattainment Area St. Louis MO-IL

The following is a list of the counties contained in the St. Louis Missouri-Illinois 8-hour ozone
nonattainment area:

Madison County, IL

St. Clair County, IL
Monroe County, IL

St. Louis County, MO
St. Louis City, MO

St. Charles County, MO
Jefferson County, MO
Franklin County, MO

The emissions reductions needed to attain the 8-hour ozone NAAQS include both State and Federal
measures that have reduced ozone precursor emissions both locally and regionally. These measures have
allowed the St. Louis Missouri-Illinois NAA to attain the 8-hour ozone standard by the end of the 2015
0zone season.

1.2 Status of Air Quality

Ozone monitoring data for the most recent three-year period, 2013 through 2015, demonstrates that air
quality has met the 2008 8-hour ozone NAAQS in the St. Louis Missouri-Illinois NAA.
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2.0 REDESIGNATION AND MAINTENANCE PLAN REQUIREMENTS

Sections 107 and 110 of the CAA list a number of requirements that must be met by nonattainment areas
prior to consideration for redesignation to attainment. One of those requirements is the development of a
maintenance plan, which describes a state’s plan for maintaining the NAAQS for a ten-year period after
redesignation to attainment. USEPA has published guidance for the preparation of maintenance plans and
redesignation requests. This guidance is contained in a document entitled “Procedures for Processing
Requests to Redesignate Areas to Attainment” (September 4, 1992).

Before a redesignation to attainment can be promulgated, USEPA must:

e Determine that the NAAQS for ozone, as published in 40 CFR 50.4, has been attained. Ozone
monitoring data must show that violations of the NAAQS are no longer occurring. This showing
must rely on three consecutive years of data. The ambient air monitoring data must be quality
assured in accordance with 40 CFR 58.10, recorded in USEPA’s Air Quality System (“AQS”)
data base, and be available to the public.

e Determine that the improvement in air quality between the year violations occurred and the year
that attainment was achieved is based on permanent and enforceable emissions reductions.

e Approve the state’s maintenance plan. The requirements for the maintenance plan are discussed
below.

e Determine that all other requirements applicable to nonattainment areas have been met.
To be approvable, the state is required to have a public comment period and provide the opportunity for a
public hearing on the Maintenance Plan prior to adoption. The maintenance plan must contain the

following elements:

e A comprehensive emissions inventory of the precursors of ozone completed for the “attainment
99
year”;

e A projection of the emissions inventory forward to a year at least ten years after redesignation and
a demonstration that the projected level of emissions is sufficient to maintain the ozone NAAQS;

e A commitment that, once redesignated, the state will continue to operate an appropriate
monitoring network to verify maintenance of the attainment status;

e A demonstration of legal authority to implement and enforce all control measures contained in the
SIP;

e Provisions for future updates of the inventory to enable tracking of emissions levels, including an
annual emissions statement from major sources;

e Motor vehicle emissions budgets for transportation conformity for the ten-year maintenance
period;

e A commitment to submit a revised maintenance plan eight years after redesignation,;
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e A commitment to enact and implement additional contingency control measures expeditiously in
the event that future violations of the NAAQS occur; and

e A list of potential contingency measures that would be implemented in such an event.
[llinois’ Maintenance Plan has been prepared in accordance with the requirements specified in USEPA’s

guidance document and additional guidance received from USEPA staff. The following sections of this
document describe how USEPA’s requirements have been met.
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3.0 OZONE MONITORING AND MODELING

USEPA’s published guidance document, “Procedures for Processing Requests to Redesignate Areas to
Attainment” (September 4, 1992), details specific requirements regarding the collection and use of
ambient air monitoring data needed to support a redesignation request. Before the Metro-East NAA can
be redesignated, Illinois must demonstrate that the 8-hour ozone NAAQS, as published in 40 CFR 50.4,
has been attained.

The following subsections describe how each of these requirements has been addressed.
3.1 Monitored Design Values

Currently there are 10 ozone monitors located in the nonattainment counties in the St. Louis region; 6 are
located in Missouri and 4 are in Illinois. Missouri and Illinois also operate ozone monitors at locations
upwind and downwind of the metropolitan area. Figure 3.1 shows the locations of these monitors.

Figure 3.1
Ozone Monitors in the St. Louis Area
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To determine whether the NAAQS is being exceeded, the design value must be calculated. The current
USEPA method for calculating the ozone design value is to average the fourth highest daily maximum 8-
hour value for each year over the three-year period. The calculated 8-hour ozone design values for the
monitors in the St. Louis Missouri-Illinois NAA for 2013-2015 are included as Appendix A of this report.
Figure 3.2 compares the design values for the 2010-2012 period for monitoring stations in the St. Louis
region to the corresponding design values from 2013-2015. Every monitor in the nonattainment area have
2013-2015 design values that are 9-15 ppb lower than their design values for 2010-2012. An upwind
monitor outside the nonattainment area at Houston, Illinois had only a 3 ppb decrease in design value over
the same period. This indicates that background ozone concentrations are decreasing at a much slower
rate than are design values in the nonattainment area. This result illustrates the effectiveness of emission
reduction within the NAA. The data demonstrate that ozone air quality has improved dramatically
throughout the St. Louis NAA and that the 2008 8-hour ozone NAAQS has been attained for the 2013-
2015 period.

Figure 3.2
Comparison of 8-Hour Ozone Design Values (ppb) for the St. Louis Region
Between 2010-2012 and 2013-2015

2010-2012 2013-2015

3.2 Influences of Meteorology on Ozone Formation

A statistical analysis that constructs ozone concentration trends for high ozone days having similar
meteorological characteristics, called a classification and regression tree (“CART”) analysis, was
completed by the Lake Michigan Air Directors Consortium (“LADCQO”). The purpose of this analysis is
to minimize the effect of meteorological variability on the trend in ozone concentrations. The resulting
trend in ozone concentrations is due to reductions of anthropogenic emissions.



Electronic Filing: Received, Clerk's Office 6/1/2018 P.C. #2751

The CART analysis, presented in more detail in Appendix B, uses 8-hour ozone concentrations from the
Alton, Maryville, and Wood River monitors for the period 2000-2015. These three monitors were chosen
because typically, high ozone in the Metro-East occurs with south to southwest surface winds. These
monitors are north and northeast of the urban center, and Alton is the controlling monitor on the Illinois
side.

The results are that days with high ozone as well as high temperatures and southerly winds show a
marked decrease in ozone concentrations over the 15-year period. The analysis demonstrates that the
decrease in ozone concentrations leading to attainment of the 8-hour standard in the Metro-East NAA is
caused by actual reductions in emissions, not by favorable meteorological conditions.

33 Quality Assurance

Illinois EPA has quality assured all Illinois ozone monitoring data in Appendix A for 2013-15 in
accordance with 40 CFR 58.10 and the Illinois EPA’s Quality Assurance Plan, which describes Illinois
EPA’s standard operating procedures for operating the ambient monitoring network and validating the
data. The MDNR has a similar quality assurance plan. Illinois EPA has recorded the monitoring data in
the USEPA’s AQS database, as has Missouri. USEPA’s AQS database is available to the public.

3.4 Continued Monitoring

Ilinois commits to continue monitoring ozone levels according to a USEPA approved monitoring plan, as
required to ensure maintenance of the ozone NAAQS. Should changes in the location of an ozone monitor
become necessary, Illinois EPA will work with USEPA to ensure the adequacy of the monitoring
network. Illinois EPA will continue to quality assure the monitoring data to meet the requirements of 40
CFR 58. Illinois EPA will continue to enter all data into AQS on a timely basis in accordance with federal
guidelines.

3.5 Impact of Permanent and Enforceable Measures on Future Air Quality

USEPA has recently done national-scale ozone photochemical modeling that used a 2017 projected
inventory to assess air quality improvement resulting from controls in the updated Cross-State Air
Pollution Rule (“CSAPR”). The 2017 modeling results are relevant to maintenance of the 2008 ozone
NAAQS because of the proximity of the future year to the current year. USEPA has performed
photochemical modeling in support of their proposal to update the CSAPR to address the 2008 ozone
NAAQS. Full documentation of their effort is available at http://www.epa.gov/airmarkets/proposed-cross-
state-air-pollution-update-rule. In brief summary, the modeling started with the development of a 2011
base case for emissions, meteorology, boundary conditions, and so forth. The base case was evaluated for
its ability to replicate monitored values, and found to be performing acceptably. Emissions were then
projected to 2017 using the Integrated Planning Model (“IPM”) version 5.14 and other growth-and-
control tools to account for changes in emissions in all sectors between 2011 and 2017. Finally, a 2017
control case applied an ozone-season cost threshold of $500/ton of NOx to all fossil-fuel-fired Electric
Generating Units (“EGUs”) with a capacity greater than 25 MW in each of 23 states, including Illinois
and all bordering states. More recent updates have been made to this modeling, but those updates
incorporated reductions from the now-stayed Clean Power Plan (“CPP”). Since none of the CPP controls
will be in place in 2017, those modeling results would be inappropriate for this discussion.
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The highest 2017 projected average design value for any nonattainment monitor is 70.1 ppb, well under
the 2008 ozone standard of 75.0 ppb. Compared to the 2009-2013 “design value” reported in USEPA’s
“Air Quality Modeling TSD for the 2008 Ozone NAAQS Cross-State Air Pollution Rule Proposal”
(November 2015), the 2017 modeling results show large decreases in ozone concentrations throughout the
nonattainment area. These results are strong evidence both that maintenance will be protected and that
ozone concentrations will continue to decrease across the entire nonattainment area.

It should be noted that Illinois EPA still disagrees with the state budget for EGU emissions proposed by
USEPA in the CSAPR update proposal as well as many of the methods to arrive at that budget, as
outlined in comments to USEPA. Even while the agencies work together to create a reasonable future
year EGU inventoryi, it is clear that the magnitude and directionality of the change in future year ozone as
demonstrated in the USEPA modeling is realistic.

Table 3.1
USEPA Base Year and Future Year Design Values

Monitored 2017
Average Projected
Monitor Design Average
1D State County Value Design Value
171190008 Illinois Madison 77.0 65.6
171191009 Illinois Madison 78.3 67.5
171193007 Illinois Madison 76.7 65.4
171199991 Illinois Madison 76.0 64.4
171630010 Illinois St. Clair 74.7 65.1
290990019 Missouri Jefferson 76.3 67.1
St.
291831002 Missouri Charles 82.3 70.1
St.
291831004 Missouri Charles 77.7 68.0
291890005 Missouri St. Louis 72.0 62.0
291890014 Missouri St. Louis 79.0 67.9
St. Louis
295100085 Missouri City 75.7 66.7
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40 EMISSIONS INVENTORY

A redesignation request must contain a demonstration that the improvement in air quality between the
year that violations occurred and the year that attainment was achieved is based on permanent and
enforceable emissions reductions. As described previously in Section 3.0, a three-year monitoring period
is used to evaluate whether attainment has been achieved. An attainment year inventory can be developed
for any of the three years in which an attaining design value is computed. In this Section, the “attainment
year” refers to the mid-point year (2014) of the three-year period (2013-2015) used to demonstrate
attainment. The request should also include a projection of the emissions inventory to a year at least 10
years following redesignation, a demonstration that the projected level of emissions is sufficient to
maintain the ozone NAAQS, and a commitment to provide future updates of the inventory to enable
tracking of emissions levels during the 10-year maintenance period.

4.1 Attainment Year Inventory - 2014

[llinois EPA has prepared a comprehensive emissions inventory for the Metro-East ozone NAA,
including point, area, and on-road and off-road mobile sources for precursors of ozone (NOx and VOM)
for the attainment year, 2014. The method of calculating emissions primarily follows the methodology
described in Illinois EPA’s Illinois Ozone Emission Inventory for 2014 (see attached document).

Point source information was compiled from 2014 annual emission reports submitted to the Illinois EPA
by emission sources. Area source emissions were calculated primarily using an emission factor multiplied
by an activity rate (e.g., population, employment, amount of fuel burned, etc.). The 2014 inventory
included additional categories not calculated in the 2011 inventory. These categories include oil and gas
production, oil exploration, and agricultural field burning. While emissions from these categories may be
significant state-wide, they have very minor emissions for the Metro-East ozone NAA.

On-road mobile source emissions were calculated using USEPA’s MOVES2014a emissions model with
vehicle miles traveled (“VMT”) data provided by the Illinois Department of Transportation (“IDOT”).
Off-road mobile source emissions were also calculated using USEPA’s MOVES2014a emissions model.
Aircraft emissions were calculated using the Emissions and Dispersion Modeling System (“EDMS”)
model. While EDMS may not be the most recent model to calculate aircraft emissions, information from
USEPA indicated that is how they would calculate aircraft emissions. Emissions from locomotives were
grown from the 2011 inventory, and yard locomotives were included as a new category. Commercial
marine vessel emissions were provided by LADCO via a contract with Enercon to calculate emissions for
the Great Lakes and major Midwest rivers. Biogenic emissions are not included in these summaries.

The following tables summarize the 2014 emissions estimates for the entire Metro-East nonattainment
area.
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Table 4.1
2014 Metro-East Ozone Nonattainment Area NOx Emissions (tons/day)

County Point Area On-road  Off-road Total
[linois
Madison 21.39 0.83 13.05 9.29 44.56
Monroe 0.48 0.15 1.62 8.01 10.26
St. Clair 1.42 0.55 12.27 7.32 21.56
Total 23.29 1.53 26.94 24.62 76.38
Missouri
Franklin 21.13 0.46 8.00 5.24 34.83
Jefferson 17.96 0.42 12.87 3.04 34.29
St. Charles 21.05 0.89 19.68 7.40 49.02
St. Louis City 4.78 0.93 10.92 5.23 21.86
St. Louis 16.79 3.76 118.61 17.53 156.69
Total 81.71 6.47 170.08 38.44 296.69
Table 4.2
2014 Metro-East Ozone Nonattainment Area VOM Emissions (tons/day)
County Point Area On-road  Off-road Total
Illinois
Madison 7.52 9.41 4.85 3.86 25.64
Monroe 0.10 1.72 0.63 1.03 3.48
St. Clair 1.76 7.93 4.63 2.58 16.90
Total 9.38 19.06 10.11 7.47 46.02
Missouri
Franklin 2.08 5.80 2.57 291 13.36
Jefferson 1.91 5.44 4.65 2.72 14.72
St. Charles 4.12 11.50 7.75 5.25 28.62
St. Louis City 2.88 11.19 4.23 2.92 21.22
St. Louis 2.87 35.88 73.21 19.61 131.57
Total 13.86 69.81 92.41 33.42 209.50

4.2 Air Quality Improvements and Emissions Controls

The Metro-East area was designated as nonattainment of the 2008 8-hour ozone NAAQS in 2012, based
on ozone air quality monitoring data collected between 2009 and 2011. Since that time, permanent and
enforceable reductions of ozone precursor emissions have contributed to improvements in ozone air
quality and to the attainment of the 8-hour ozone NAAQS. Some of these emissions reductions were due
to the application of tighter federal emissions standards on motor vehicles and fuels, and some due to the
requirements of regional transport rules such as the Clean Air Interstate Rule (“CAIR”). Section 5.0 of
this report describes these reductions in more detail, along with an explanation of their regulatory status.
In this subsection, the emission levels from 2014 are compared to emission levels estimated in 2011.

10
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USEPA’s 8-hour Ozone Implementation Rule required that states with ozone nonattainment areas prepare
and submit a base year anthropogenic inventory of sources of ozone precursor emissions, and strongly
suggested that the Annual Emissions Reporting Rule (“AERR”) inventory that is required every three
years would meet this requirement. This base year inventory included emissions from point, area, on-road
mobile, and off-road mobile emissions. Illinois EPA prepared this inventory, dated June 2014, based on
2011 emissions. Tables 4.3 and 4.4 summarize 2011 emissions by major source category and by pollutant
for the Metro-East NAA.

Table 4.3
2011 Metro-East Ozone Nonattainment Area NOx Emissions (tons/day)
County Point Area On-road  Off-road Total

[linois

Madison 24.23 0.64 16.56 6.82 48.25

Monroe 0.59 0.13 2.03 4.82 7.57

St. Clair 1.36 0.46 15.55 5.53 22.90

Total 26.18 1.23 34.14 17.17 78.72
Missouri

Franklin 27.75 0.49 7.83 5.72 41.79

Jefferson 16.66 0.62 12.45 3.33 33.06

St. Charles 25.04 0.68 21.04 8.34 55.10

St. Louis City 4.49 1.16 16.55 6.31 28.51

St. Louis 16.74 2.65 66.34 23.85 109.58

Total 90.69 5.60 124.20 47.55 268.04

Table 4.4
2011 Metro-East Ozone Nonattainment Area VOM Emissions (tons/day)
County Point Area On-road  Off-road Total

[llinois

Madison 9.00 8.75 5.50 4.65 27.90

Monroe 0.09 1.57 0.72 0.77 3.16

St. Clair 1.71 7.80 5.22 3.07 17.80

Total 10.80 18.12 11.44 8.49 48.86
Missouri

Franklin 2.52 3.36 2.40 3.31 11.59

Jefferson 1.63 7.48 4.24 3.12 16.47

St. Charles 3.34 11.21 6.73 6.23 27.51

St. Louis City 3.59 12.04 4.46 3.38 23.47

St. Louis 3.50 38.68 20.17 22.99 85.34

Total 14.58 72.77 38.00 39.03 164.38

11
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Comparing the Illinois portion of the 2011 inventory to that for 2014 indicates that total NOx emissions
for Illinois decreased by about 2.34 tons/day while VOM emissions decreased by about 2.84 tons/day
during the same time period. These reductions in ozone precursor emissions, and corresponding
reductions in the Missouri portion of the NAA, plus reductions in upwind areas in Illinois and other
nearby states, resulted in a substantial improvement in ozone air quality in the St. Louis area, ultimately
resulting in attainment of the 2008 8-hour ozone NAAQS.

4.3 Emissions Projections

A maintenance plan must contain a demonstration that the level of emissions projected for the ten-year
period following redesignation are sufficient to maintain the ozone NAAQS. Accordingly, Illinois EPA
has projected NOx and VOM emissions for the Illinois portion of the St. Louis nonattainment area for
2030. Illinois EPA has also projected 2020 emissions to represent a midpoint during the maintenance
period. Emissions for these two projection years are compared to emission levels in 2014 to determine
whether the Maintenance Plan is adequate to maintain the NAAQS during this period.

Point and area source categories, along with off-road categories not calculated by the MOVES model,
were calculated using Version 6.2 of the “Notice of Data Availability of the Environmental Protection
Agency’s Updated Ozone Transport Modeling Data for the 2008 Ozone National Ambient Air Quality
Standard (NAAQS)” — also known as the NODA. This data set projects 2011 emissions to 2017 and 2025.
To account for a base year of 2014 and projected years of 2020 and 2030, additional manipulation had to
be performed in order to obtain appropriate growth factors.

Linear interpolation between the years of 2011 and 2027 was used to obtain the 2014 emission rates.
Linear interpolation was also used for the years of 2017 and 2025 to obtain 2020 emission rates. The
Excel TREND function was used to extrapolate data from the individual years of 2018 to 2025 in order to
obtain 2030 emissions.

Emissions presented in NODA are expressed in tons/year. Growth factors for the applicable year (2020 or
2030) were calculated by taking the ratio of the future year to the base year, 2014. Illinois EPA had
already calculated daily emissions for the 2014 inventory, so calculating emissions for the future years
was a straight multiplication of the applicable growth factor to obtain the future year emissions.

Illinois EPA’s 2014 inventory included some point sources that began operation after the 2011 NODA
base year. These emissions were grown using growth factors already calculated using NODA for the same
SCC. Illinois EPA notes that the projections in NODA calculated by the IPM model do not agree with
what Illinois EPA believes will actually happen with fuel switching and shutdowns. Therefore,
appropriate modifications to address the incorrect NODA projections were made in that portion of the
inventory.

On-road and off-road emissions for 2020 and 2030 were calculated using the MOVES2014a model. The
inputs assume the continued phase-in of the Tier 2 motor vehicle standards, the phase-in of the Tier 3
standards beginning in 2017, and continued operation of Illinois EPA’s vehicle inspection and
maintenance program. Total vehicle miles of travel (VMT) for 2020 and 2030 were assumed to increase
at a rate of 1.012 percent per year from 2014.

The following tables identify the NOx and VOM emissions estimates for the year 2020 and 2030 for the
entire Metro-East nonattainment area.

12
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Table 4.5
2020 Metro-East Ozone Nonattainment Area NOx Emissions (tons/day)

County Point Area On-road  Off-road Total
[linois
Madison 14.80 0.82 6.39 6.81 28.82
Monroe 0.61 0.15 0.82 6.22 7.80
St. Clair 1.40 0.54 6.01 5.42 13.37
Total 16.81 1.51 13.22 18.45 49.99
Missouri
Franklin 30.92 3.11 5.99 4.03 44.05
Jefferson 23.58 1.18 4.99 2.19 31.94
St. Charles 8.82 2.41 7.89 5.28 24.40
St. Louis City 4.09 3.79 3.95 4.13 15.96
St. Louis 21.19 6.37 23.60 12.65 42.57
Total 88.60 16.87 46.42 28.27 180.16
Table 4.6
2020 Metro-East Ozone Nonattainment Area VOM Emissions (tons/day)
County Point Area On-road  Off-road Total
Illinois
Madison 7.20 9.07 3.05 2.89 22.21
Monroe 0.09 1.68 0.42 0.72 2.91
St. Clair 1.74 7.65 2.92 2.04 14.35
Total 9.03 18.40 6.38 5.65 39.47
Missouri
Franklin 2.50 5.87 7.89 2.06 18.32
Jefferson 1.75 5.38 2.41 2.17 11.71
St. Charles 4.17 11.39 3.90 4.21 23.67
St. Louis City 2.84 11.16 1.97 2.44 18.41
St. Louis 3.06 35.03 10.47 17.84 66.40
Total 14.32 68.86 26.64 28.71 138.53

13
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Table 4.7
2030 Metro-East Ozone Nonattainment Area NOx Emissions (tons/day)

County Point Area On-road  Off-road Total
[linois
Madison 14.57 0.82 3.24 4.30 22.93
Monroe 0.93 0.15 0.42 3.56 5.06
St. Clair 1.43 0.54 3.05 3.45 8.47
Total 16.93 1.51 6.70 11.31 36.46
Missouri
Franklin 30.92 2.20 3.22 1.97 38.31
Jefferson 27.72 0.88 2.73 2.32 33.65
St. Charles 8.87 1.81 4.34 5.88 20.90
St. Louis City 3.82 2.70 2.18 2.80 11.50
St. Louis 21.75 5.44 13.10 16.93 57.22
Total 93.08 13.03 25.57 29.90 161.58
Table 4.8
2030 Metro-East Ozone Nonattainment Area VOM Emissions (tons/day)
County Point Area On-road  Off-road Total
Illinois
Madison 6.75 8.90 1.79 2.64 20.08
Monroe 0.09 1.66 0.25 0.51 2.51
St. Clair 1.69 7.49 1.72 1.94 12.84
Total 8.53 18.05 3.75 5.09 35.43
Missouri
Franklin 2.52 3.36 2.40 3.31 11.59
Jefferson 1.63 7.48 4.24 3.12 16.47
St. Charles 3.34 11.21 6.73 6.23 27.51
St. Louis City 3.59 12.04 4.46 3.38 23.47
St. Louis 3.50 38.68 20.17 22.99 85.34
Total 14.58 72.77 38.00 39.03 164.38

4.4 Demonstration of Maintenance

Table 4.9 demonstrates that the level of emissions projected for the ten-year period following
redesignation is sufficient to maintain the ozone NAAQS. As shown in the table, both NOx and VOM
emissions within the nonattainment area are expected to decrease significantly between 2014 and 2030.
Projected NOx and VOM emissions for the mid-point year 2020 are also less than the emissions levels in
2014. Based on these emissions trends it is expected that air quality will continue to meet the 2008 8-hour
ozone NAAQS throughout the maintenance period.

14
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In addition to the overall emission reductions projected to occur within the nonattainment area, significant
reductions of statewide NOx emissions resulting from implementation of Illinois’ multi-pollutant
standards affecting electric utilities will also help to ensure continued attainment of the 8-hour ozone
NAAQS.

Table 4.9
Comparison of 2014, 2020, and 2030 Emission Estimates for the Illinois Portion of the
Metro-East Nonattainment Area (tons/day)

Difference Difference

2014 2020 2030 (2014-2020) | (2014-2030)
NOx 76.38 49.99 36.46 -26.39 -39.92
YOM 46.02 3947 35.43 -6.55 -10.59

4.5 Provisions for Future Updates
As required by Section 175A(b) of the CAA, Illinois commits to submit to USEPA, eight years after

redesignation, a revised version of this Maintenance Plan. The revision will contain Illinois’ plan for
maintaining the 8-hour ozone NAAQS for ten years beyond the first 10-year period after redesignation.

15
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50 CONTROL MEASURES AND REGULATIONS

This section provides specific information on the control measures implemented in the Metro-East
nonattainment area, including CAA requirements, and other state and federal measures. The control
measures required in past ozone SIP revisions have been fully implemented, and other, more recent
control programs will continue to provide emissions reductions in future years. Illinois EPA commits to
keep these measures in effect after redesignation, or to provide equivalent emissions levels using alternate
measures. Illinois’ SIP contains acceptable provisions to provide for preconstruction review of new
emissions sources. After redesignation to attainment, Prevention of Significant Deterioration (“PSD”)
requirements will apply to the construction of new major sources and to significant modifications of
existing sources. Illinois has accepted delegation from USEPA of this program. Illinois further commits to
continue to require that all future transportation plans in the St. Louis area conform with the SIP.

5.1 Attainment Demonstration Control Measures

This redesignation request for the Metro-East NAA identified control measures that have been
promulgated at either the state or federal level that are sufficient to allow the Metro-East NAA to meet the
2008 8-hour ozone NAAQS The primary emissions reduction measures for demonstrating attainment of
the ozone standard are as follows:

e VOM Reductions in Categories including:

o RACT for Consumer and Commercial Products Group II
» Industrial cleaning solvents
= Flat wood paneling coatings
= Flexible packaging printing lines
= Lithographic printing lines
= Letterpress printing lines

o RACT for Consumer and Commercial Products Group III
= Paper, film, and foil coatings
= Large appliance coatings
= Metal furniture coatings

o RACT for Consumer and Commercial Products Group IV
= Miscellaneous metal and plastic parts coatings
= Automobile and light-duty truck assembly coatings
» Miscellaneous industrial adhesives
= Fiberglass boat manufacturing

e C(Clean Air Interstate Rule (CAIR)/Cross State Air Pollution Rule (CSAPR)
e [Illinois’ Multi Pollutant Standards (“MPS”) and Combined Pollutant Standards (“CPS”)
e Mercury and Air Toxics Standard (“MATS”)
e New Source Performance Standards (“NSPS”) including:
o Reciprocating Internal Combustion Engine Standards 40 CFR 60 Subparts IIII and JJJJ

o Industrial/Commercial/Institutional Steam Generating Units 40 CFR 60 Subpart Db.

16
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o Crude Oil and Natural Gas Production, Transmission and Distribution 40 CFR 60 Subpart
0000

e NESHAPs/Maximum Achievable Control Technology (“MACT”) Standards including:
o Reciprocating Internal Combustion Engine Standards 40 CFR 63 Subpart ZZZZ

o Industrial/Commercial/Institutional Boilers and Process Heaters 40 CFR 63 Subpart
DDDDD and JJJJJJ

e Standards and Limitations for Organic Material Emissions for Area Sources (Consumer and
Commercial Products and Architectural and Industrial Maintenance Coatings rule)

e State Regulations for Stationary Reciprocating Internal Combustion Engines and Turbines
e State Regulations for NOx RACT
e Ongoing reductions from the Enhanced Vehicle Inspection & Maintenance Program

e Ongoing reductions from Tier 2 Motor Vehicle Emissions Standards and Gasoline Sulfur Control
Requirements

e Ongoing reductions from On-Highway Heavy-Duty Engine and Vehicle Standards and Highway
Diesel Fuel Sulfur Control Requirements

e Federal Control Programs Incorporated into NONROAD Model (e.g., Nonroad Diesel Rule), plus
Evaporative Large Spark Ignition and Recreational Vehicle Standards

e Ongoing reductions from Tier 4 Nonroad Diesel Engine Standards and Diesel Fuel Sulfur Content
Restrictions

e Ongoing reductions from Category 3 Marine Diesel Engine Standards

¢ Ongoing reductions from Marine Compression-Ignition Engine Standards and Locomotive Engine
Standards

e Consent Decrees — Dynegy Midwest Generation, ConocoPhillips, CITGO, Exxon-Mobil,
Marathon Ashland, Archer Daniels Midland

It should be noted that other regulatory requirements also affect Metro-East VOM emission sources.
These include MACTs, NSPS, and NESHAPs. These programs satisfy the RACT requirements for
specific source categories because these rules are more stringent than RACT. It is concluded from this
review that Illinois’ existing VOM RACT rules fulfill USEPA’s RACT requirements for VOM sources in
the NAA.
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5.2 Controls to Remain in Effect

[llinois will maintain all of the control measures listed in this Section to ensure maintenance of the 8-hour
ozone NAAQS. Any revisions to the control measures included as part of the Maintenance Plan will be
submitted as a SIP revision to USEPA for approval, and will be accompanied by a showing that such
changes will not interfere with maintenance of the NAAQS.

Illinois EPA has the necessary resources to enforce any violations of its rules or permit provisions. After
redesignation, it intends to continue enforcing all rules that relate to the emissions of ozone precursors in
the Metro-East NAA.

5.3 Provisions for Permitting New or Modified Emissions Sources

I1linois has longstanding and fully implemented programs for the review of new major sources and
significant modifications of existing sources. The PSD program, which includes requirements for Best
Available Control Technology (“BACT”’) on major new sources or significant modifications of existing
sources, will be applicable in the Metro-East area once the area has been redesignated to attainment.
Illinois has been delegated full authority to implement the PSD program by USEPA.

5.4 Transportation Conformity

The purpose of this section is to describe and establish the Metro-East NAA motor vehicle emissions
budgets associated with the 8-hour ozone Maintenance Plan SIP. Average summer weekday motor vehicle
emissions budgets are being proposed for the attainment year, 2014, and the final year of the Maintenance
Plan, 2030, for the precursor pollutants NOx and VOM. Although the Maintenance Plan includes motor
vehicle emissions estimates for the milestone year of 2020, this year is not being proposed as part of the
motor vehicle emissions budgets.

The 2014 and 2030 budgets were developed consistent with the motor vehicle activity assumptions and
emissions control strategies incorporated into the 8-hour ozone attainment demonstration analysis. The
budgets reflect an emissions level determined using data provided by Illinois EPA and consultation with
the East-West Gateway Council of Governments and are consistent with the emission levels used in the
attainment demonstration.

A motor vehicle emissions budget is that portion of the total allowable emissions allocated to highway
and transit vehicle use that are defined in the SIP for a certain year. The rules governing transportation
conformity require certain transportation activities to be consistent with motor vehicle emissions budgets
contained in control strategy implementation plans (40 CFR § 93.118). Section 93.101 of the rule defines
a “control strategy [State] implementation plan revision” as a “plan which contains specific strategies for
controlling the emissions and reducing ambient levels of pollutants in order to satisfy CAA requirements
of reasonable further progress and attainment.” In order to demonstrate conformity to the motor vehicle
emissions budget, emissions from the implementation of a transportation plan or a transportation
improvement program must be less than or equal to the budget level (40 CFR § 93.118(a)).

The effects of motor vehicle control measures are incorporated into the emissions factors produced by the
USEPA’s MOVES model. These control measures include motor vehicle emissions standards, the
operation of a vehicle inspection and maintenance (“I/M”) program, and the required use of reformulated
gasoline and low sulfur gasoline and diesel fuel.
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The Maintenance Plan emissions analysis summarized in Table 4.9 estimates that NOx and VOM
emissions will be 39.92 tons/day and 10.59 tons/day, respectively, less in 2030 than the 2014 attainment
year emissions levels. The transportation conformity regulations (40 CFR § 93.118(a)) allow the addition
of a portion of this “safety margin” to the motor vehicle emissions estimates. As year 2030 emissions
levels are projected to be substantially less than the attainment year 2014 emissions, a fraction of the
safety margin is being proposed to be added to the 2030 estimated motor vehicle emissions to establish
the motor vehicle emissions budget. Of the NOx safety margin, 25% is being used and 50% of the VOM
safety margin is being used, which would equate to an increase of 9.98 tons/day of NOx and 5.30 tons/day
of VOM. Since only a fraction of the safety margin is being used, maintenance requirements are still
easily met.

The motor vehicle emissions budgets, which reflect the VMT, control program assumptions and safety
margin are listed in Table 5.1.

Table 5.1
Proposed Metro-East 8-hour Ozone Maintenance Plan Motor Vehicle Emissions
Budgets (tons/day)

Estimated Emissions Appl\l/ilz(li'gsiifety Enl:/i[sosti(:)l;l:,]gl:lislgi i
Year NOx YOM NOx YOM NOx YOM
2014 | 2694 w011 | o | o -
2030 6.70 3.75 9.98 5.30 16.68 9.05

Complete details on the derivation of the motor vehicle emissions budgets, including discussion of the
MOVES model inputs and assumptions are included in Appendix B of this report.
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6.0 CONTINGENCY MEASURES
6.1 Contingency Measures

Section 175(A) of the CAA specifies the requirements for maintenance plans, including provisions for
contingency measures triggers that will cause actions in response if violations of the 8-hour ozone
NAAQS are measured after redesignation to attainment. A list of potential contingency measures that
would be implemented in such an event should also be included in the Maintenance Plan.

Contingency measures are intended to provide further emissions reductions in the event that violations of
the 8-hour ozone NAAQS occur after redesignation to attainment. While these measures do not need to be
fully adopted by the State prior to the occurrence of NAAQS violations, the contingency plan should
ensure that the contingency measures are adopted expeditiously if they are triggered. The Maintenance
Plan must identify the triggers that determine when contingency measures will be adopted, and the
measures that the State will consider.

Illinois EPA’s contingency plan for the Metro-East NAA is described in Table 6.1. Consistent with this
plan, Illinois agrees to adopt and implement, as expeditiously as practicable, the necessary corrective
actions in the event that violations of the 8-hour ozone NAAQS occur within the Metro-East maintenance
area after redesignation to attainment. As described in Section 5.0 of this report, Illinois has adopted and
is continuing to implement a range of control measures that will greatly reduce precursor emissions, both
locally and statewide. The contingency plan anticipates that these emissions reductions will be sufficient
to mitigate exceedances or violations of the NAAQS that may occur in the coming years without further
regulatory action.

The contingency plan provides for different levels of corrective responses should ambient 8-hour ozone
levels exceed the NAAQS in any year, if emissions in the NAA increase significantly above current
attainment levels, or if the NAAQS is violated. A Level I response would occur in the event that: 1) the
fourth highest 8-hour ozone concentration at any monitoring site in the St. Louis NAA (including sites in
Missouri and Illinois) exceeds 75 ppb in any year, or 2) the VOM or NOx emissions increase more than
5% above the levels contained in the attainment year (2014) emissions inventory. It should be noted that
USEPA does not require a state to implement contingency measures when occasional exceedances are
recorded. The Illinois EPA’s voluntary commitment to initiate a Level I response is intended to prevent
future violations of the NAAQS from ever occurring.
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Contingency Plan for the Metro-East NAA

Contingency Measure
Trigger

Action to be Taken

List of Potential Contingency Measures

Level I Trigger

o Fourth highest monitored 8-
hour average ozone
concentration exceeding 75
ppb in any year at any
monitoring station in the St.
Louis MO-IL maintenance
area.

The Metro-East
maintenance area’s NOx or
VOM emissions inventories
increase more than 5%
above the levels included in
the 2014 emissions
inventories.

Illinois will evaluate air quality, or
determine if adverse emissions trends
are likely to continue. If so, Illinois will
determine what and where controls
may be required, as well as level of
emissions reductions needed, to avoid a
violation of the NAAQS. The study
shall be completed within 9 months of
the certification of the ozone data
showing an exceedance. If necessary,
control measures shall be adopted
within 18 months of determination and
implemented as expeditiously as
practicable, taking into consideration
the ease of implementation and the
technical and economic feasibility of
the selected measures.

Level II Trigger

e A violation of the NAAQS
at any monitoring station in
the St. Louis MO-IL
maintenance area.

Illinois will conduct a thorough
analysis to determine appropriate
measures to address the cause of the
violation. Analysis shall be completed
within 6 months of the certification of
the ozone data showing a violation. If
necessary, the appropriate selected
measures shall be implemented within
18 months of a violation.

Point Source Measures

¢ Continued phasing in of: Mercury and
Air Toxics Standards (MATS),
Reciprocating Internal Combustion
Engines (RICE) NESHAP, and
Industrial/Commercial/ Institutional
Boilers and Process Heaters NESHAP;
Cross-State Air Pollution Rule Update,
after promulgation by USEPA;

e NESHAP - Risk and Technology
Review including: Mineral Wool
Production 40 CFR 63 Subpart DDD;
Ferroalloys Production 40 CFR 63
Subpart XXX; Petroleum Refineries 40
CFR 63 Subparts CC and UUU;

e NSPS - Petroleum Refineries 40 CFR
60 Subpart Ja

e Broader geographic applicability of
existing measures, if determined to be
an issue

¢ Oil and Gas Sector Emission
Guidelines, once finalized by USEPA,;

e Conversion of coal-fired EGU’s to
natural gas and from baseload units to
intermittent units;

e Implementation of OTC model rules for
above ground storage tanks;

e Clean Power Plan, once stay is lifted.

Mobile Source Measures

e 2017 Light-Duty Vehicle GHG and
Corporate Average Fuel Economy
(CAFE) Standards

e Mobile Source Air Toxics Rule;

e Tier 3 Vehicle Emissions and Fuel
Standards;

e Heavy-Duty Vehicle Greenhouse Gas
Rules;

e Regulations on the Sale of Aftermarket
Catalytic Converters.

Area Source Measures

o Standards and Limitations for Organic
Material Emissions for Area Sources
(Consumer and Commercial Products
and Architectural and Industrial
Maintenance Coatings rule) Current
California Commercial and Consumer
Products — Aerosol Adhesive Coatings,
Dual Purpose Air
Freshener/Disinfectant, etc.
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Ilinois commits to compiling VOM and NOx emissions inventories for the Metro-East area every three
years for the duration of the Maintenance Plan to facilitate the emissions trends analysis included in the
contingency plan under Level I. The Illinois EPA will coordinate with the Missouri DNR to evaluate the
causes of high ozone levels or the emissions trends and to determine if control measures are needed to
assure continued attainment of 8-hour ozone NAAQS. Under Level I, measures that could be
implemented in a short time would be selected, if any are deemed necessary, so as to be in place quickly
after the Illinois EPA is aware that corrective measures have been triggered. Control measures selected
under Level I will be adopted in most cases within 18 months after a determination is made, and
implemented, generally, within 24 months of adoption.

A Level Il response would be implemented in the event that a violation of the 8-hour ozone NAAQS were
to be measured at a monitoring site within the St. Louis maintenance area (including sites in Missouri and
Illinois). In order to select appropriate corrective measures, the Illinois EPA will work with the Missouri
DNR to conduct a comprehensive study to determine the causes of the violation and the control measures
necessary to mitigate the problem. The analysis will examine the following factors:

the number, location, and severity of the ambient ozone exceedances;

the weather patterns contributing to the ozone levels;

potential contributing emissions sources;

the geographic applicability of possible contingency measures;

emissions trends, including timeliness of implementation of scheduled control measures;
current and recently identified control technologies; and

air quality contributions from outside the maintenance area.

Contingency measures will be selected from those listed in Table 6.1 or Illinois will implement other
measures deemed appropriate and effective at the time the selection is made. This list of contingency
measures is comprehensive, and it is expected that implementation of only a few of these measures would
be necessary. The selection of measures will be based upon cost-effectiveness, emissions reduction
potential, economic and social considerations, ease and timing of implementation, and other appropriate
factors. Implementation of necessary controls in response to a Level I trigger will take place as
expeditiously as possible, but in no event later than 18 months after the Illinois EPA makes a
determination, based on quality-assured ambient data, that a violation of the NAAQS has occurred.

Adoption of additional control measures is subject to necessary administrative and legal processes. The
Illinois EPA will solicit input from all interested and affected parties in the area prior to selecting
appropriate control measures. No contingency measure will be implemented without providing the
opportunity for full public participation. This process will include publication of notices, an opportunity
for public hearing, and other measures required by Illinois law.

6.2  Commitment to Revise Plan
As noted in Section 4.5 above, the Illinois EPA commits to review its Maintenance Plan eight years after

redesignation, as required by Section 175(A) of the CAA. The Maintenance Plan revision is intended to
ensure continued attainment of the 8-hour ozone NAAQS for an additional ten-year period.
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6.3  Public Participation

In accordance with Section 110(a)(2) of the CAA, the Illinois EPA is required to have a public comment
period and provide for the opportunity of a public hearing prior to adoption of this Maintenance Plan and
submittal to U.S. EPA. Public participation in the SIP process was provided for as follows:

¢ Notice of availability of the Metro-East 8-Hour Ozone Maintenance Plan document, the public
comment period, and, if requested, the time and date of any public hearing was published in the
Illinois Register.

e A 30-day public comment period was available to the public for the submittal of comments to the
Illinois EPA on the Metro-East Maintenance Plan. A summary of the comments received and the
Illinois EPA’s responses thereto will be included, if necessary, as part of this submittal to USEPA.

e The public hearing to receive comments on the Metro-East Maintenance Plan is scheduled in the
Ilinois Department of Transportation building in Collinsville, Illinois.

6.4  Legal Authority to Implement and Enforce
The Maintenance Plan must contain a demonstration that the State of Illinois has the necessary legal
authority to implement and enforce the measures relied upon to attain and maintain the NAAQS. Illinois

has the legal authority to implement and enforce the requirements of this SIP submittal pursuant to the
[linois Environmental Protection Act.
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7.0  CONCLUSIONS

The Metro-East NAA has attained the 8-hour ozone NAAQS established in 2008 and is in compliance
with the applicable provisions of the CAA required of marginal ozone nonattainment areas. Illinois has
performed an analysis showing that the air quality improvements in the Metro-East NAA are due to
permanent and enforceable control measures. Supporting documentation is contained herein.

The Illinois EPA has prepared a Maintenance Plan that meets the applicable requirements of the Clean Air
Act. This Maintenance Plan provides for the continued attainment of the 2008 8-hour ozone NAAQS for a
period of ten years after USEPA has formally redesignated the area to attainment. This Maintenance Plan
provides adequate contingency measures for potential, additional emissions reductions in the event that
future violations of the 2008 8-hour ozone NAAQS are observed in the area.

The Illinois EPA has prepared a comprehensive emissions inventory of the precursors of ozone completed
for the “attainment” year 2014, and has prepared projections of the emissions inventory to a year at least
10 years following redesignation. These projections indicate that emissions levels in the Metro-East NAA
will continue to remain much lower than emissions from the attainment year 2014 levels, thereby
maintaining the ozone NAAQS in future years. Illinois commits to continue to operate an appropriate air
quality monitoring network to verify the maintenance of the attainment status once the area has been
redesignated. Illinois EPA has the legal authority to implement and enforce all control measures.

Finally, the Metro-East Maintenance Plan includes on-road motor vehicle emissions budgets for use in
transportation conformity determinations to ensure that any increases in emissions from this sector do not
jeopardize continued attainment of the 8-hour ozone standard during the ten-year maintenance period.
This Maintenance Plan has been prepared in accordance with the requirements specified in USEPA’s
guidance document, and additional guidance received from USEPA staff.
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APPENDIX A

Summary of Ambient Air Monitoring Data
(2013-2015)
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County
St. Charles
St. Charles
St. Louis City
St. Louis
St. Louis
Jefferson

County
Madison
Madison
Madison
St. Clair

Table A.1

Electronic Filing: Received, Clerk's Office 6/1/2018

2013-2015 8-Hour Ozone Design Values for Monitors in the Metro-East NAA

AQS Code
291831004
291831002
295100085
291890014
291890005
290990019

AQS Code
171190008
171193007
171191009
171630010

Site Name
Orchard Farm
West Alton
Blair St
Maryland Hts
Pacific
Arnold/Arnold W

Site Name
Alton
Wood River
Maryville
E. St. Louis

State of Missouri

Design Value
69
71
65
70
65
70

State of Illinois

Design Value
71
69
69
66
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4th High 2013
71
72
66
70
67
69

4th High 2013
72
69
75
66

4th High 2014
72
70
66
72
65
72

4th High 2014
72
70
70
67

P.C. #2751

4th High 2015

66
71
63
69
65
69

4th High 2015

69
69
64
66
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APPENDIX B

Classification and Regression Tree (CART) Analysis for
Metro-East, IL, Nonattainment Area
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A classification and regression tree (“CART”) analysis was conducted by LADCO using 8-hour ozone
monitoring data for the region northeast of the St. Louis urban core. The analysis area is comprised of
three northern monitors: Alton (ID number 17-119-0008), Maryville (17-119-1009), and Wood River (17-
119-3007). The analysis years measured from 2000-2015. The goal of the analysis was to determine the
meteorological conditions associated with high ozone episodes in the Metro-East air-shed and to construct
trends for the days identified as sharing similar meteorological characteristics.

The CART analyses for the Metro-East area ozone study processed multiple meteorological variables for
each day to determine which are the most effective at predicting ozone. Meteorological data collected for
this analysis were taken from Lambert Field (St. Louis) NWS station and processed by LADCO. Upper
air observations were taken from the Lincoln, Illinois, NWS site and were downloaded from the National
Climatic Data’s Center (“NCDC”) Integrated Global Radiosonde Archive. Meteorological variables for
this analysis included maximum and average daily temperatures, dew points, relative humidity, and air
pressure at the surface and different levels of the atmosphere, wind directions and wind speeds, change in
temperatures and air pressure from the previous day, average wind speeds and temperatures over a two- or
three-day period, day of the week, cloud cover, daily precipitation, and other parameters.

Regression trees, where each branch describes the meteorological conditions associated with different
ozone concentrations, were developed to classify each summer day (May - September). Although the
exact selection of predictive variables changes from site to site, the universally common predictors are
temperature, wind direction, and relative humidity. These are included in the dataset as daily averages and
maximums as well as averages at specific times throughout the day (morning 7-10 am, afternoon 1-4 pm,
etc.). Similar days were assigned to nodes, which are equivalent to branches of the regression tree. By
grouping days with similar meteorology, the influence of meteorological variability on the underlying
trend in ozone concentrations is partially removed; the remaining trend is presumed to be due to trends in
precursor emissions or other non-meteorological influences. Ozone trends in these nodes were then
plotted.

The CART analysis determined that six sets of meteorological conditions had the strongest correlation
with high ozone episodes (values over 50 ppb for ozone) for the Metro-East sites. Of those six, Node 12
has by far the highest average ozone concentration (> 8 ppb higher) of any node (68.75 ppb). Node 12
represents a mean afternoon temperature above 87 degrees F, 24-hour transport distance of 480 miles or
less, and a lower midday relative humidity (46% or less).

Figure B.1, presented below, shows that for the six nodes identified by the CART analysis, ozone values
are trending lower for the most recent 15 years. All six nodes are associated with ozone values that are
trending lower. Node 12, the node with the highest average concentration, is also the node with the
steepest declining slope. While maximum temperatures plays a strong role in the formation of ozone, the
CART analysis reveals that other meteorological parameters are also significant in the conditions that are
favorable for ozone formation.

By using a CART analysis to analyze 8-hour ozone data in the Metro-East area, the influence of variations
in meteorology can be mitigated such that comparisons of high ozone days with similar meteorological
conditions can be made to determine if ozone values have decreased over time due to anthropogenic
emission reductions. In general, ozone trends in the Metro-East area have declined. Furthermore, under
meteorological conditions when monitored 8-hour ozone has historically been at its highest, ozone
concentrations are lower under similar meteorological conditions. This analysis demonstrates that lower
ozone values are not caused by favorable meteorological conditions and that progress in reducing ozone
precursor emissions is the primary reason for lower 8-hour ozone concentrations in the Metro-East
metropolitan area.
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Figure B.1
Concentration Trends in CART Nodes — Metro-East, IL (Only Nodes with O3 S0ppb)
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APPENDIX C

Metro-East 8-Hour Ozone Maintenance Plan
Transportation Conformity
Motor Vehicle Emissions Budget Documentation
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This section describes the development of the motor vehicle emissions budgets associated with this
Maintenance Plan. Average summer weekday motor vehicle emissions budgets are being proposed for the
year 2030 for ozone precursor pollutants NOx and VOM. The budgets were developed using the
MOVES2014a model, which incorporates local inputs such as annual vehicle miles of travel (“VMT”),
vehicle fleet characteristics, meteorological conditions, and vehicle and fuel emission control programs.

Background

Section 176(c)(4) of the Clean Air Act Amendments of 1990 requires that transportation plans, programs,
and projects which are funded or approved under Title 23 of the United States Code must conform with
State or Federal air implementation plans. A motor vehicle emissions budget is that portion of the total
allowable emissions allocated to highway and transit vehicle use that are defined in the SIP for a certain
year. Section 93.101 of the rule defines a “control strategy [State] implementation plan revision” as a
“plan which contains specific strategies for controlling the emissions and reducing ambient levels of
pollutants in order to satisfy Clean Air Act (‘CAA’) requirements of reasonable further progress and
attainment.” In order to demonstrate conformity to the motor vehicle emissions budget, emissions from
the implementation of a transportation plan or a transportation improvement program must be less than or
equal to the budget level (40 CFR § 93.118(a)).

Transportation conformity is determined based on these proposed on-road motor vehicle emissions
budgets after the USEPA determines that the budgets meet the adequacy criteria of the transportation
conformity rule under §93.118(e). The motor vehicle emissions budgets in this submittal are adequate as
each of the six criteria under §93.118(e) is satisfied. These six criteria include:

1. The submitted control strategy implementation plan revision or Maintenance Plan was endorsed by
the Governor (or his or her designee) and was subject to a State public hearing.

2. Before the control strategy implementation plan or Maintenance Plan was submitted to USEPA,
consultation among federal, State, and local agencies occurred; full implementation plan
documentation was provided to USEPA; and USEPA’s stated concerns, if any, were addressed;

3. The motor vehicle emissions budget(s) is clearly identified and precisely quantified;

4. The motor vehicle emissions budget(s), when considered together with all other emissions sources, is
consistent with all applicable requirements for reasonable further progress, attainment, or maintenance
(whichever is relevant to the given implementation plan submission);

5. The motor vehicle emissions budget(s) is consistent with and clearly related to the emissions
inventory and the control measures in the submitted control strategy implementation plan revision or
Maintenance Plan; and

6. Revisions to previously submitted control strategy implementation plans explain and document any
changes to previously submitted budgets and control measures, impacts on point and area source
emissions; any changes to established safety margins; and reasons for the changes (including the basis
for any changes related to emissions factors or estimates of vehicle miles traveled).
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This SIP and the associated motor vehicle emissions budgets have been developed by the Illinois EPA,
the designated air quality agency for the State of Illinois. The public hearing to accept public comment on
the Maintenance Plan was held in Collinsville, Illinois. Notification of this hearing was published in the
[llinois Register. Comments on the proposed Maintenance Plan and associated motor vehicle emissions
budgets were accepted for 30 days after the public hearing. A Responsiveness Summary to address the
written comments received is included in the final submission, as necessary.

In compliance with criterion #2 above, the Illinois EPA discussed the Maintenance Plan at the East-West
Gateway Council of Governments’ Air Quality Advisory Committee meeting on June 28, and the motor
vehicle emissions budget information was distributed to the East-West Gateway Council of Governments
Inter-Agency Consulting Group via e-mail for discussion. The Consultation Group includes
representatives from the Federal Highway Administration, the USEPA, the Missouri Department of
Transportation, the MDNR, the IDOT, and the Illinois EPA. The draft Maintenance Plan was also
forwarded to USEPA’s Region V during the comment period.

2

The motor vehicle emissions budgets proposed and described within comply with adequacy criterion #5.
The effects of these controls are incorporated into the emissions factors produced by the MOVES model.
In response to adequacy criteria #4 and #6, the narrative of the Metro-East 8-Hour Ozone Maintenance
Plan discusses the emissions estimates from other sectors and any changes in regulations. Following, in
response to adequacy criteria #3, is a discussion of the inputs and assumptions incorporated into the
development of the proposed Maintenance Plan motor vehicle emissions budgets.

Vehicle Miles Traveled: The attainment year 2014 motor vehicle emission estimates contained in the
Metro-East 8-Hour Ozone Maintenance Plan incorporate county- and township-level 2014 vehicle miles
traveled (“VMT”) data from IDOT. The 2014 annual VMT for the three-county Metro-East NAA was 6.1
billion miles. For future year emission estimates, VMT was grown to the target year at a compound
growth of 1.012 percent per year. Applying this growth factor to the 2014 VMT level yields future year
annual VMT of 6.5 billion for 2020 and 7.4 billion for 2030.

Meteorological Data: USEPA guidance for the use of the MOVES model requires the use of local
temperature and absolute humidity data. Appropriate hourly temperature and humidity values were used.

Motor Vehicle Emissions Controls: Beyond the USEPA’s federal motor vehicle control program
emissions standards, the primary local motor vehicle emissions control programs that were in place in the
Metro-East NAA in 2014 and are projected to still be required are a vehicle I/M program (“I/M”) and the
required use of Reformulated Gasoline (“RFG”).

Inspection and Maintenance (I/M): The current Illinois I/M program in effect since February 1, 2012
requires biennial On-Board Diagnostics II (“OBD”) testing on all model year (“MY”’) 1996 and newer
(“MY96+”) light-duty gasoline vehicles, and 2007 and newer (“MYO07+") heavy duty gasoline vehicles
with a gross vehicle weight rating (“GVWR”) between 8,501 and 14,000 lbs registered in the I/M testable
area. Motorcycles and diesel vehicles are not subject to I/M. The program includes a four-year grace
period for new vehicles. The post-2012 I/M program was established when the Illinois legislature
amended the Illinois Vehicle Inspection law in 2005 and 2011 as follows:

End dynamometer testing of vehicles

Require an OBD-based program beginning in February 2007

Remove the requirement for testing compliant pre-MY 96 vehicles

End the steady-state idle exhaust and evaporative system integrity (gas cap pressure) tests
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e Exempt pre-2007 model year heavy duty vehicles with GVWR between 8,501 and 14,000 pounds

e Exempt all heavy duty vehicles with GVWR greater than 14,000

e Add a visual inspection test for vehicles that are equipped with OBD technology, but for which
OBD testing is not possible due to the vehicle’s design

The Metro-East vehicle testing domain includes the urbanized areas in Madison, Monroe, and St. Clair
Counties. An “I/M Coverage” percentage was developed based on the amount of VMT from vehicles
subject to the inspection program compared to total area VMT. The I/M Coverage percentage for the
Metro-East 8-hour ozone nonattainment area is 84%.

Fuels: The use of federal RFG has been required in the Metro-East St. Louis NAA since 2007 and the St.
Louis, Missouri, area since 2001. The entire St. Louis NAA is classified a “southern” area for purposes of
motor fuel control programs, so southern grade RFG is required and assumed to be used in the Metro-East
arca. RFG was assumed to contain 10% ethanol. The MOVES model can account for other fuels, such as
ES8S5, natural gas, methanol, etc., but for all practical purposes the gallons of such alternative fuels and
hence the number of vehicles using them is very small compared to the number of gasoline and diesel
vehicles, therefore, the use of such fuels was not considered.

Gasoline Sulfur: The federal Tier 2 regulations require gasoline sulfur levels to average no
greater than 30 parts per million (“ppm”) with a maximum of 80 ppm beginning in 2007. There
are no Illinois gasoline sulfur requirements. Therefore, the MOVES gasoline sulfur levels were
used in the emissions modeling.

Diesel Sulfur: The federal Tier 2 regulations limit the level of sulfur in diesel fuel requiring on-
highway diesel fuel to 15 ppm beginning in 2006. Therefore, the MOVES diesel sulfur levels
were used in the emissions modeling.

Fuel Volatility: The volatility of summer RFG, measured as Reid vapor pressure (“RVP”), is not
specifically regulated. However, a fuel’s RVP is one of the primary characteristics controlled in
order to meet the RFG performance standards. The MOVES model contains default levels for
different seasons of the year based on fuel compliance testing. Therefore, the MOVES RVP levels
were used in the emissions modeling.

Vehicle Registration Distribution: A Metro-East area-specific vehicle registration distribution (“RD”)
profile based upon 2014 information data was developed by Illinois EPA from data provided by the
[llinois Secretary of State’s Department of Motor Vehicles. The RD is the fraction of vehicles of a given
type and age in the fleet of vehicles of that type as a whole. Different vehicle types have different RDs.
This profile is assumed to remain valid for 2030.

Source Type Population represents the number of vehicles of each MOVES vehicle type in the fleet as a
whole within the area under consideration. Accurate local source-type populations were not available;
therefore the MOVES default fractions modified by VMTs by vehicle type were used.

VMT Temporal Fractions are the VMT fractions of annual VMT by month of the year, of weekly VMT

by day of the week, and daily VMT by hour of the day. The Illinois EPA uses default values from
MOVES. Temporal fractions vary by road type.
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Speed distributions are the fractions of VMT on a given road type by given vehicle types in various
speed ranges. Thus, on a typical Urban Arterial, a small fraction of the vehicles are traveling at less than
10 mph (+5 mph), more at 20 mph, more at 30 mph, most at 40 mph, less at 50 mph, etc. These fractions
differ by hour of the day — in more congested conditions during rush hours, the maximum fraction might
be in the 30 mph range. MOVES uses speed distributions when aggregating emissions (or emission rates)
for vehicles at different speeds. The Illinois EPA used the MOVES default speed distributions.

Ramp fraction is the fraction of total VMT on limited-access highways such as Interstates that is from
on- and off-ramps to or from those highways. Driving on limited-access highways is more or less at
uniform speed, but driving on ramps involves considerable acceleration and deceleration; and these speed
changes affect emissions. The default MOVES Ramp Fractions are 15% on Rural Interstates, 10% on
Urban Interstates, and 2% on Other Freeways and Expressways. Illinois does not have actual or observed
Ramp Fraction data; therefore the MOVES default values were used.

Road Type Distribution is the fraction of VMT on different road categories within an area under
consideration. The Illinois EPA uses VMT data by th