Virginia City Hvbrid Energy Center
Response to Data Request
Vivian Thomson, Vice Chair, Virginia Air Pollution Control Board

Question (Page No. 6):

If memory serves correctly, for the CPV Warren PSD permit the Air Pollution Control
Board accepted the company’s offer to write into the permit 1.15/1 offsets for its NOx
emissions. That is, because of concerns over high ozone levels in Shenandoah Park, the
company agreed to accept an enforceable NOX offset that exceeded the new emissions
that would be created at the new power plant. I also recall that Dominion has offered to
offset a portion of its new emissions at the Virginia City Hybrid Energy Center. What
are the details of Dominion’s offset offer?

Response:

Dominion Power (Dominion) will construct and operate the Virginia City Hybrid Energy
Center (VCHEC) in Wise County, Virginia, and is permitted to release 3,369 tons per
year of sulfur dioxide. Dominion has agreed to mitigate the potential sulfur dioxide
emission impacts to the Air Quality Related Values (AQRV) at Linville Gorge
Wilderness. Dominion is required to mitigate the annual sulfur dioxide emissions at or
above 1,684 tons per year. The sulfur dioxide reductions will be sought in the following
order:

Level 1. Reductions in sulfur dioxide below the 3,369 tons per year (tpy) from VCHEC
as measured by the continuous emissions monitors (CEM) or as provided within this PSD
Permit will be credited on a calendar year basis against the mitigation requirement. The
CEM will be able to record sulfur dioxide emissions reductions as a result of, but not
limited to:

1. Operational practices which lower the annual sulfur dioxide emissions. For
example, lower emissions resulting from reduced electrical generation during the
year and/or emissions reductions as a result of performing maintenance at the
facility, and/or

2. Consuming an average coal content of less than 2.28 percent sulfur, and/or

3. Burning wood/biomass.

Furthermore, the VCHEC has already obtained sulfur dioxide emissions reductions by
agreeing to consume only ultra-low sulfur diesel fuel utilized at the facility.

Dominion will proceed to Level 2 and seek further sulfur dioxide reductions to the extent

the preceding sulfur dioxide emission reduction techniques do not reduce the annual
actual emissions to or below 1684 tons.
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Level 2. Obtain permanent sulfur dioxide emissions reductions from one or more
facilities within a specified geographic area. The sulfur dioxide emission reductions
obtained cannot be mandated as part of:

1. Legal actions (such as a Consent Decree), or

2. A State Implementation Plan for the Regional Haze Rule (such as Best Available
Retrofit Technology), or

3. Emission reductions required in a non-attainment area, or

4. A source fulfilling their obligation under the Clean Air Interstate Rule.

However, there is agreement with the Federal Land Manager, Dominion, and this agency
that Dominion could claim credit if it becomes economically and environmentally
reasonable to install additional equipment or implement operations that permanently
reduce the permitted sulfur dioxide emissions at another facility (or VCHEC) beyond the
level required under the applicable regulatory or legal requirements in effect as of
December 31, 2007. No emission credits obtained as a part of this permit can be sold or
traded to another party, or used to fulfill other Federal or State emission reduction
requirements, or be used for emission netting by the facility making the reductions.
Therefore, Dominion will be required to clearly demonstrate that the sulfur dioxide
emissions are enforceable with documentation provided by the appropriate Federal or
State agency implementing the air quality program where the emission reductions occur.
Figure 1 shows the counties in the Linville Gorge Aol and their sulfur dioxide reduction
ratios.
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Figure 1. Sulfur dioxide reduction ratios for counties within the Linville Gorge Area
of Influence where permanent sulfur dioxide emission reductions are to be sought.
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Level 3. Purchasing emissions allowances (under 40 CFR 73), in addition to those
required under CAIR and/or the Acid Rain Program, is allowed if the first two levels do
not attain the emissions reductions needed for a particular year. The vintage year of the
allowances shall correspond to the calendar year that is being mitigated. Dominion shall
transfer these allowances into an account in the Allowance Tracking System administered
by the U.S. EPA for the Acid Rain Program, to be identified by the Director. These
retired allowances can never be used to meet any compliance requirement under the
Clean Air Act or any State Implementation Plan.

Figure 4 shows the counties with a ratio of sulfur dioxide emissions of 1:1, 2:1, or
3:1(Figure 4).
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Figure 4. Location of counties where emission allowances of sulfur
dioxide have a ratio of 1:1, 2:1, or 3:1.

Reporting Requirements: Dominion shall submit a report to the Director no later than
60 days after the end of each calendar year, which shall contain the amount of sulfur
dioxide emitted from the facility. Any permanent emission reductions will require
documentation provided by the appropriate Federal or State agency implementing the air
quality program where the emission reductions occurred. For emission allowances,
Dominion will document the amount of sulfur dioxide credits, facility, location of the
facility, vintage year of allowances retired, proof that allowances have been transferred
into an account identified by the Director and any applicable serial or other identification
associated with the retired allowances. A copy of the report will be submitted to both of
the following:
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[VA DEQ] Forest Supervisor
National Forests in North Carolina
160A Zillicoa Street
Asheville, NC 28801
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