August 31,2005

Mr. Glenn Shankel

Executive Director .

Texas Commission on Environmental Quality
P.0. Box 13087

Austin, Texas 78711-3087

Re: Potential air quality impacts to DFW from proposed new electric generating facilities.
Dear Mr. Shankel; / |

We appreciate the work of your agency and staff in providing to stakeholders in the DFW area both your base case and rough future
case projections for attainment of the 8-hour ozone standard in DFW. In recent meetings with EPA Region VI staff and with the
North Texas Air Quality Steering Committee, Commissioner Marquez and staff have outlined the enormous challenges we face to

reach this new standard. Without question, we will need to examine all emissions sources and identify additional reductions of NOx
and VOC’s in order to meet this standard by 2010.

At 2 recent meeting of the Steering Committee, some members questioned the air quality impact on DFW of proposed new electric
generating facilities south of the DFW area. According to the public testimony before the Committee, as many as seven new electric
generating facilities south of DFW have been proposed that have the potential to impact this region’s air quality '

We request that TCEQCgarify whether emissions from these proposed facilities, individually or in the aggregate, will have.an impact
on the region’s ability to reacheattainment of the of the 8-hour standard. Spegifically, we need to understand whether the emissions
from these proposed facilitiek&vere included in the future case jmodelingy>¥hat assumptions were made by TCEQ conceming
retirement of other electric generating facilities in the area and th@sulﬁng net emissions impact from these facilities. In addition,
E,)how do the emission caps proposed by the Clean Air Interstate Rule (“CAIR”), which was recently incorporated into Texas law,
potentially limit power plant emissions from these facilities? As you know, the legislation incorporating CAIR specifically allows for
the proposal of additional control measures in a SIP to reach attainment. However, at this time we do not have enough information to

determine whether the limits proposed in the permits for these new facilities warrant further scrutiny in light of the demands of our
upcoming 8-hour SIP. ‘ '

We certainly understand the necessity for North Texas to. maintain a sufficient supply of electricity. We hope that we can build our
utility infrastructure without compromising -our clean air goals. Please contact us or our counsel, Gregg Cooke (214-394-7627) at
your earliest_ convenience so that we can establish a time to discuss this issue with you and your staff.

Sincerely, _

Ron Harris ' Margaret Keliher * Mary Hom _ ~ Tom Vandergriff
Collin County . Dallas County B Denton County Tarrant County
Judge o Judge . i - Judge Judge

cc: Chairman, Kathleen Hartnett White
Commissioner, Ralph Marquez

Commissioner, Larry Soward .
Richard Greene, EPA Regional Adr




Kathleen Hartnett White, Chairman
R. B. “Ralph” Marquez, Commissioner
Larry R. Soward, Commissioner
Glenn Shankle, Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALIT

Protecting Texas by Reducing and Preventing Pollution’ '

September 23, 2005

The Honorable Ron Harris The Honorable Margaret Keliher
County Judge County Judge

Collin County Dallas County

210'S. McDonald 411 Elm

McKinney, Texas 75069 Dallas, Texas 75202

The Honorable Mary Hom

The Honorable Tom Vandergriff
County Judge County Judge '
Denton County “ Tarrant County
110 W. Hickory Street ‘ County Courthouse
Denton County Courthouse on the Square 100 E. Weatherford

Denton, Texas 76201 Fort Worth, Texas 76196 

Dear Judge Harris, Judge Keliher, Judge Hom & J udge Vandergriff:

I'm responding to your letter conceming the potential effects of proposed coal-fired electric
generating units on air quality in the Dallas-Ft. Worth area and the ability of the region to reach
attainment of the federal 8-hour ozone standard. Specifically you have asked: (1) were emissions
from proposed electric generating units included in future case air quality modeling for the DFW
area; (2) what aésmnpﬁons were made by TCEQ concerning the retirement of existing electric
generating facilities and their net emissions; and, (3) how do the emission caps proposed under the
federal Clean Air Interstate Rule (CAIR) potentially limit emissions from these proposed facilities?

To answer your first question, future case modeling to support the DFW State Implementation Plan
does not include the potential emissions from the proposed coal-fired plants for which applications
arepending. As apractical matter, permit applications for these proposed projects were not received
by TCEQ until the last round of SIP modeling was well underway or completed (June 2004). These
are proposed units for which no authorization has yet been granted to operate and for which the
appropriate emission limits are still subject to a strict review of Best Available Control Technology
(BACT) requirements. Most, if not all, of these applications will likely result in contested case
hearings. Given the length of the administrative process, it is unlikely that most, if any, of these
newly-proposed units will be operational prior to 2009.
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Modeling to support the 2009 attainment demonstrations in the DFW SIP will be completed by the
end of calendar year 2005 and may include electric generating units that reasonably can be expected
to be operational during the 2009 ozone season. Units for which applications have been submitted,
but which cannot reasonably be projected to be operational at that time, may still be included in

modeling to determine the sensitivity of the model to these potential additional emissions and to
support Weight-of-Evidence arguments in the SIP.

In response to the second question, just as the modeling does not include new electric generating
units that are not assumed to be operational by 2009, it also does not assume that specific units will
be retired or have operations curtailed in response to market or other conditions. Again, the issue
is the confidence or predictability of which units will actually receive authorization and come on line
and which will be permanently decommissioned and lose any authorization to emit. On the one hand,
‘you may argue that potential emissions are not being included; on the other hand, however, it may
be equally valid to suggest that emissions are included from facilities that reasonably may not be
operating. Also, if current trends continue, it may be argued that the facilities most likely to be
retired are closer to the DFW area than are the proposed new units that would replace the power

made available. Since neither assumption was incorporated into the model no assessment of the net
emissions impact is reflected in the SIP.

In this next round of modeling that will be performed, TCEQ modelers will work with the Public
Utility Commission (PUC), the Electric Reliability Council of Texas (ERCOT), our own permit
engineers, and the facility owners themselves to determine the anticipated status of existing electric
generating units and re-evaluate the forecast of power demand and the use of generating capacity to
meet that demand. At the same time, TCEQ modelers will re-analyze and confirm with PUC,
ERCOT and TCEQ permit engineers the status of newly-permitted units, to determine the probablhty
of construction and operation of such units, for inclusion in the 2009 modeling.

Last, you have also asked how the federal Clean Air Interstate Rule will potentially limit power plant
emissions in Texas. The CAIR program utilizes a cap and trade system to allow for compliance
flexibility. New and existing units subject to CAIR will receive allowance allocations based on the
model CAIR rule and the provisions of HB 2481. Under this program each unit must meet their
phased CAIR caps. However, if the unit is operating above its cap, allowances may be purchased
to cover these emissions. At this point, it is too early to tell what the emission budget will be for
2009 and what emission limits will be imposed in 2009-2015. As the implementation of the CAIR
rule and HB 2481 progresses, we will certainly look forward to working with the you and other
leaders on clean air efforts in the DFW area to develop effective mechanisms to assure compliance.
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I am aware that there are many questions yet to be answered as to the consideration of the
applications for new electric generating units, but I am hopeful that this is responsive to your

concerns. Ilook forward to continuing our discussion of these issues and will be contacting you
concerning an-appropriate time to meet. |

Sincerely,

(o ie—

Gienn Shankle, Executive Director
Texas Commission on Environmental Quality

cc:  The Honorable Lon Burnam, Texas House of Representatives



