As you know by now, EPA has been working with your planning staff on the so-called
“infrastructure” State Implementation Plan (SIP) revisions. These SIP revisions were
required by the Clean Air Act to be submitted to EPA within three years of EPA’s
promulgation of the 1997 ozone and fine particulate (PM2.5) National Ambient Air
Quality Standards (NAAQS).

Due to litigation over the validity of both the ozone and PM2.5 NAAQS, it was not
possible for the States to meet the three-year statutory SIP revision deadline.
Environmental Defense and American Lung Association sued EPA over our failure to
make findings that the States had failed to timely submit to EPA the infrastructure
requirements of Section 110 of the Clean Air Act. To settle this lawsuit, EPA and the
plaintiffs entered into a Consent Decree that established new deadlines by which EPA
would make findings of whether a State’s SIP either did or did not meet the ozone and
PM2.5 infrastructure requirements.

Because many States would be submitting their infrastructure SIP revisions close to or
after our December 15, 2007 deadline for issuing the findings with respect to ozone
infrastructure, EPA requested an additional extension of time from the Plaintiffs. The
Plaintiffs agreed to extend the submission date for the ozone infrastructure revisions to
January 7, 2008, with a deadline for EPA to make findings by March 17, 2008 (findings
that a State’s SIP does not contain, or that the state has not submitted, adequate ozone
infrastructure elements, will start a 24 month clock for EPA to promulgate a Federal
Implementation Plan (FIP)). The extension of time for the ozone infrastructure revisions
came at the cost of EPA’s agreeing to a hard and fast deadline of April 4, 2008 for
submitting the PM2.5 infrastructure SIP revisions. For any submission coming after
April 4, States are liable to receive a finding of failure to submit any of the section
110(a)(2)(A)-(M) elements for the PM2.5 NAAQS covered by the Consent Decree (Part
D elements required by section 110(a)(2)(l) and Part D [nonattainment new source
review] permit programs required under section 110(a)(2)(C) are specifically excluded by
terms of the Consent Decree). The Plaintiff’s have stated that no extension of time from
April 4 will be granted.

April 4, 2008 coincides with the deadline to submit your State’s PM2.5 attainment
demonstration SIP (April 5, 2008, the nominal deadline to submit the PM2.5 SIPs -- that
is, three-years after the effective date of the initial PM2.5 designations -- is a Saturday,
which we believe is why the April 4 date is recited in the amended Consent Decree
provisions). This presents an opportunity to integrate any needed PM 2.5 infrastructure
changes in to the attainment plan SIP packages (or at least to conduct simultaneous public
hearings on separate packages). We are currently analyzing your recent ozone (or in
some cases recent ozone and PM.2.5) infrastructure submissions, drafts of your PM2.5
attainment plans, and your current SIP. Our analysis will identify those additional PM2.5
infrastructure requirements, if any, you will need to submit to us by April 4, 2008.

We are already fairly certain that every state will have at least one deficiency that will not
be cured in time to meet the April 4 deadline. Section 110(a)(2)(G) of the Clean Air Act
requires that each state have an emergency episode plan (EEP) for PM2.5. EPA has



hampered the States’ abilities to provide approvable EEPs because we have not yet
promulgated a significant harm level for PM2.5 for States to include in the EEP. It is
possible that EPA will make a finding of failure to submit this element, and start a 24
month FIP clock.

Additionally, EPA has not yet revised the Federal PSD regulations to provide increments
and thresholds for PM2.5. It has been EPA’s longstanding position that until EPA revises
its regulations the States can use PM10 as a surrogate for PM2.5 for PSD. We continue
to believe this to be the case, and therefore do not believe that EPA will make findings
for failure to submit the PSD infrastructure requirements of Section 110(a)(2), so long as
the PM2.5 submission acknowledges that the State is following our PM10 surrogate
guidance documents, specifically, the April 5, 2005, Steven D. Page memorandum
entitled “Implementation of New Source Review Requirements in PM-2.5 Nonattainment
Areas,” and the October 23, 2997 John S. Seitz memorandum entitled “Interim
Implementation of New Source Review Requirements for PM2.5,” referenced therein.
We advise you to take such acknowledgement through the applicable public notice,
comment and public hearing process and submit the acknowledgement as a SIP revision
or as part of any other infrastructure elements SIP revision package you will be
submitting to us prior to April 4. We will immediately apprise you if we are informed
that EPA is reversing this position.

We hope to be able to provide you with the results of our analysis of your current and
draft PM2.5 submissions by January 24, 2008, and schedule a phone call to explain our
conclusions. We believe that this date should be provide sufficient time for you to
include any infrastructure changes with the PM2.5 attainment demonstration SIP public
hearing and comment period.

We look forward to working with you and your staff on this matter. If you need any
additional information or assistance in this matter, please feel free to call me or
Christopher Cripps at 215-814-2179 at any time.
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From: Elizabeth Chimento [ecchimento@comcast.net]
Sent: Monday, February 04, 2008 5:11 PM

To: Darton, Terry

Subject: Fw: Review of the City's Monitoring Data

----- Original Message -----
From: Weeks,Richard
To: ecchimento@comcast.net

Cc: Kiss,Michael ; Sydnor,James ; Dowd,Michael

Sent: Friday, January 11, 2008 1:23 PM
Subject: Review of the City's Monitoring Data

Elizabeth,

In response to your question, DEQ has reviewed the data from the City’s monitor. Below is a summary
of staff comments:

Rick

The City of Alexandria installed a PM, ; Met One Environmental Beta Attenuation Monitor
(EBAM) which measures PM,,  on a continuous basis. The device was operated by MACTEC

(The City’s consultant) and was located on the Marina Towers. The period of record for the
City’s EBAM monitor is limited and extends from April 11, 2007 through July 11, 2007.

The theory of EBAM measurement is quite different than the Federal Reference Method (FRM)
established by EPA. The FRM monitors are used to designate attainment or non-attainment with
the NAAQS for PM, . A number of EBAM monitors have been installed nationwide and have

been designated an equivalent method for measuring PM, ; by the EPA but only states such as
California have designated the EBAM monitor as an equivalent method for measuring PM,, .

There are ongoing studies comparing the EBAM results with FRM PM, ¢ monitors. Results

have shown a good correlation between the two methods, with a positive bias (i.e., over-
prediction when compared to the FRM) for the EBAM. Also, there is anecdotal evidence in
literature which suggests that the EBAM may show a positive bias during periods of fog or
misting rain.

DEQ has reviewed the City’s EBAM data. Some of these data appear suspect because of the
numerous inconsistencies between it and regional averages and between it and the other monitors
collocated at Marina Towers. DEQ plans on discussing all of the PM, - monitoring data

collected at the Potomac River Generating Station, including the City’s data, at a technical staff
meeting to be scheduled in February 2008. The City representatives will be invited to this
meeting.
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Fw: PM 2.5 Infrastructure SIPs

From: Elizabeth Chimento [ecchimento@comcast.net]
Sent: Monday, February 04, 2008 5:12 PM

To: Darton, Terry

Subject: Fw: PM 2.5 Infrastructure SIPs

----- Original Message -----

From: Weeks,Richard

To: ecchimento@comcast.net

Sent: Tuesday, January 08, 2008 2:02 PM
Subject: Fw: PM 2.5 Infrastructure SIPs

Elizabeth, this is the recent PM 2.5 memo from Region I11.

From: Sydnor,James <jesydnor@deq.virginia.gov>
To: Weeks,Richard <rfweeks@deq.virginia.gov>
Sent: Tue Jan 08 13:57:08 2008

Subject: FW: PM 2.5 Infrastructure SIPs

| <<PM2.5 e-mail to states draft deliberative Jan 7 .doc>> think this is the one you are interested in.

James E. Sydnor

Va. Dept. of Env. Quality
Air Division
804-698-4424

From: Katz.Judith@epamail.epa.gov [mailto:Katz.Judith@epamail.epa.gov]
Sent: Monday, January 07, 2008 4:37 PM

To: cecily.Beally@dc.gov; rwestman@achd.net; gaburn@mde.state.md.us; jeepps@state.pa.us; Sydnor,James;

jbenedict@wvdep.org; thomas.huynh@phila.gov
Cc: cripps.christopher@epa.gov; Fernandez.Cristina@epamail.epa.gov; Bigioni.Neil@epamail.epa.gov
Subject: PM 2.5 Infrastructure SIPs

Hi All -- Happy New Year to All. | hope you had a good holiday and a
good rest. Now, it's time, | guess, for us all to get back to work.

Attached is a long memo about what you are going to need to do to
prevent getting a finding for failure to submit your PM 2.5

Infrastructure SIPs. Please don't groan too loud, and please try not to
glaze over when reading this. We are doing a significant amount of work
to try to cut down what you will need to do, and we'll be in touch with
you later this month about specifics for each state.

However, it's important that you realize that you have infrastructure
obligations for PM 2.5 as well as ozone, and that we can't get
extensions for those.

(See attached file: PM2.5 e-mail to states draft deliberative Jan 7
.doc)
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Partial Transcript — November 30, 2007 — Mirant 2 Stack Permit Discussion

Mr. Golden: Good afternoon. My name is James Golden. 1I’m Deputy Director at DEQ
and want to speak to you briefly this afternoon concerning a stack merge permit, but
before I do that | would like Tom Faha whose the Regional Director of our Northern
Office, just to give you a very quick status of where we are on the 5-stack permit which
was the subject of the hearing you’re just mentioning now and he’ll just give you a real
quick update on where that is before | begin discussing the stack merge permit.

Mr. Faha.: Members of the Board. Good afternoon and again I’m Tom Faha, the new
director of the regional office, the Northern Office and as you all just discussed we did
hold the hearing on November 19™. We had approximately, no we had 35 people who
spoke to us, 8 of them were elected officials. The hearing closed with the close of the
gavel. Excuse me, the public comment period closed with the closing of the hearing. All
together we received 75 comments from 75 individuals. We are only now beginning the
process of reviewing those comments and we are also getting, we are trying to get onto
our web site, hopefully next week, a copy of the comments that people sent to us, the
letters so that the public can see other people’s comments that have been submitted and
as | said, we’re only beginning the process right now of responding to all those
comments. That’s going to take us several weeks before we can have that back and ready
for everyone.

Mr. Buckheit: [comments about why Mirant is on the agenda]

Mr. Golden: At tab G you’ll find a draft permit that was put together pursuant to this at
the time the Board books were sent. What 1’d like to talk to you this afternoon about
briefly are some revisions to that draft that we’d like to present to you for your
information. As mentioned by Mr. Buckheit at the October 10 meeting there was some
discussion about additional evaluation from the Department. What we’d like to discuss
this morning is this couple of items relative to that permit. We would propose that a
single SO2 emission rate be placed in the permit, specifically a .3 pounds per million
BTU rate to be effective as of January 1, 2009. Should a permit be issued prior to that
date, staff would recommend that a .35 rate be put in the permit as an interim rate to
bridge that gap to the January 1 final permit. Both of these rates have been evaluated and
are NAAQS compliant. What this single SO2 emission rate does is it eliminates the
multiple operating scenarios that are currently contained in the draft permit. It also will
eliminate the minimum coal sulfur content condition that also is in the current draft. In
terms of particulate matter, a PM 10 limit will be included in the permit. Relative to 2.5,
as discussed earlier in reference to the Dominion permit, the agency is still evaluating its
use relating to PM 2.5 so that will continue at least in the short term relative to this draft.
The staff’s recommendation or request would be that the Board direct staff to move
forward and develop a stack merge, a draft stack merge permit and notice it for public
comment.

Mr. Langford: Is that it?



Mr. Golden: That’s it.
Mr. Langford: Are there questions for staff before we

Ms. Thomson: Yes, also the annual limit that has been in place for several months, 3813,
that also still will be in the permit. Is that correct?

Mr. Golden: Correct.

Mr. Moore: Does that mean all the annual limits will be in the permit?

Mr. Golden: That’s correct.

Mr. Langford: And what we’re talking about here is a, preparing a draft state operating
permit and then noticing that for a public comment period at which time the Board would
review the comments on 5-stack permit as well as perhaps comments on this one and then
whatever appropriate action from that point. Is that

Mr. Golden: It certainly could be simultaneously with the 5-stack or independently.

Mr. Langford: Or independently?

Mr. Golden: Right.

Mr. Buckheit: Or it might moot the 5-stack.

Mr. Golden: It may. So they could be concurrent, or at the very least what we’re asking
is to move forward with a draft for a merged stack permit, take it to comment, receive
comments, respond to those and then bring all of that back to the Board relative to the
merged stack permit.

Mr. Buckheit: Where do you all come out on the PM CEMS issue?

Mr. Golden: That’s still being evaluated. We are still actively looking into the
availability of that type of —

Mr. Buckheit: Well, what’s in, what would be in your proposal.
Mr. Golden: Well we’re still evaluating PM 2.5.
Mr. Buckheit: | didn’t ask you about PM 2.5. I’'m asking PM CEMS.

Mr. Langford: Continuous emissions monitors for particulate.



Mr. Paylor: The question is do we know at this point whether or not we would be able to
include PM CEMS in the draft permit.

Mr. Kiss: Mike Kiss. At this point | believe the permit states that when the technology is
available it would be implemented. | think what Mr. Golden is saying that we haven’t
determined whether or not the technology is indeed available at this time and so we’re
continuing to evaluate.

Mr. Langford: So that would be an opportunity to get comment on that draft permit from
interested parties about whether that is an appropriate provision?

Mr. Kiss: Yes.

Mr. Langford: Are there any other comments or questions of staff?
Ms. Thomson: | move that we adopt the staff’s recommendation.
Mr. Langford: We have a motion. Do we have a second?

Mr. Buckheit: I’ll second it, but I think there are other issues that we’ll have to discuss,
PM, for instance. A synthetic minor, in order to serve its full purpose has to establish
limits on PM so that there couldn’t be an increase and I think that’s part of your thing, but
it just didn’t show up in your bullets.

Mr. Golden: Yes.

Ms. Thomson: Now that we’re sort of into the discussion phase, I think we all have more
questions about this for clarification. My understanding is that because this holds all of
the limits in place, all the annual limits are in place for all the pollutants that are currently
in, effectively, implicitly or explicitly in the permit, in the current permit and that are
explicit | the 5-stack permit that relative to the 5-stack permit there would be no
emissions increases. Is that correct?

Mr. Golden: That’s correct.

Ms. Thomson: For any pollutant?

Mr. Golden: That’s correct.

Ms. Thomson: Okay. So the effect of this permit should it be the one that the Board
eventually decides to adopt would be to allow absolutely no emission increases, but to
allow the stack merge to proceed which would in effect reduce concentrations in

Alexandria? Is that correct?

Mr. Golden: Well there would be no increases in the annual limits. There can be some
increases in short term limits for certain pollutants relative to the — dispersion credit.



Mr. Buckheit: Actually I think for the broad range of operating scenarios the Company
has been running currently a monthly average rate of .32 pounds per million BTU so we
impose a short term limit here, | think you’re talking a 3-hour limit here?

Mr. Kiss: Yes, it is a 3-hour limit.

Mr. Buckheit: If we impose a short term limit of .32, .30 pounds per million BTU, we
can’t be any increase.

Mr. Kiss: For SO2.
Mr. Buckheit: That’s SO2.

Mr. Kiss: In terms of the 5-stack permit | want us to remember that deals with only the
operation of 3 units and the merge stack will allow the operation of 5 units.

Mr. Buckheit: Okay.

Mr. Moore: Would it increase the concentrations at the breathing level?

Mr. Kiss: Certainly if you’re operating 5 units at a time versus 3 units, the emissions are
going to be higher and thus the concentrations are going to go up. | think the important
thing to remember is that this particular limit protects the NAAQS in all circumstances.
Mr. Langford: Let me clarify. The concentration will go up at the same stack
configuration, but we’re talking about a different stack configuration than today, so you’d
have to do modeling to determine whether the concentrations were up or down from that
right?

Mr. Kiss: We have conducted that modeling, but I think my point is the 5-stack permit
only lets the company operate 3 units.

Mr. Moore: | understand.
Mr. Kiss: This would allow 5 units.

Mr. Moore: That’s right, but would the concentrations with the 5 units at .30 and the
stack merge, would the concentrations at ground level, if you will, will they increase?

Mr. Kiss: If you’re comparing 5 units operating at the existing stack configuration to 5
units after the merge, the concentrations will decrease.

Mr. Moore: What about 3 and versus 5? The existing, what is available under the
existing 5-stack permit, the concentration that’s there versus the concentration, so that
would be the maximum that’s allowable under the current permit and what 1’m asking is:



would the maximum, I’ll say ground level but | know it’s not that simple, ground level
concentrations be greater than under the current permit with the new permit assuming 5
units running?

Mr. Kiss: They would be, in a lot of cases they would be less under the merge, not in all
circumstances, but I would say that there certainly is no increase. They would be either
comparable or less under the current scenario.

Mr. Moore: Okay.

Ms. Thomson: 1I’m sorry, | just want to make sure | have this straight. What | think I just
heard you say because we don’t have the numbers in front of us, is that if we compare the
short term modeled concentrations under this proposal, it’s possible, that are possible
under this proposal, versus the short term modeled concentrations in breathing zones of
Alexandria residents under the 5-stack permit, that comparing those 2 that the proposal
that is before us today, concentrations would not exceed, but they would be at the same
level or lower than those predicted for the 5-stack permit. Is that correct?

Mr. Kiss: That’s correct.

Mr. Buckheit: I think I remember the numbers. In this proposal, at .35 pounds per
mBTU at any conceivable operating scenario the 2 stack facility, 2 stack configuration,
would be NAAQS compliant. Correct?

Mr. Kiss: Yes.

Mr. Buckheit: So at .30 we have NAAQS compliant plus a substantial margin of safety.
Is that correct?

Mr. Kiss: Correct.

Ms. Thomson: How do these levels, .30 and .35, compare to what the Company has been
showing recently?

Mr. Kiss: Well I think as Mr. Buckheit had point out, they’re running in the
neighborhood of .32 in recent data so it compares favorably in terms of how the
company’s been operating so we believe they can achieve these numbers.

Mr. Buckheit: Yeah. .32 is a monthly average. | think if you look at shorter term
periods, .35 is probably right at what they are doing and so part of the whole thought
here, we have to, in order to allow dispersion credit it has to be part of a pollution control
project. I’ve been saying that for a while. I think that’s the law. Whether or not the
initial Trona project qualifies, the idea here is they would have to do additional
contemporaneous work to improve from .35 short term to .30 short term and that, I think,
would provide a clear basis for dispersion credit.



Mr. Langford: Are there other comments or questions for staff?

Mr. Buckheit: Let’s just go down the PM list to make sure I sort of check all the boxes
because | would hope that this next permit proposal gets us pretty near the end. The, one
step that has to be done in developing the PM synthetic minor limit, I think, is to resolve
the NSR issue. There is some allegation or assertions that installing SOFA, low NOx
burners, Trona may have increased PM emissions and there’s an EPA enforcement policy
that | authored that says, in an enforcement action you can’t unring the bell, you must
insist on BACT. However, we’re not in an enforcement action. We’re in a permitting
context and in that context there’s an EPA guidance that says if in the permitting arena
you discover that you missed a point on the NSR compliance, the appropriate step is to
go back and obtain the permit limit that you should have obtained and so in that context |
think appropriate measure would be for Mirant to obtain a synthetic minor PM limit
based on the years immediately preceding the installation of SOFA and low NOx burners
so, | think we need to figure out that permit limit. Then we need to take a look at whether
that number is NAAQS compliant, because if not we have to reduce it to be NAAQS
compliant and then we have to impose some number to make sure that this latest change
which would be our greatest concern that it could increase emissions. So there has to be
some number that’s an annual limit on PM that serves as a synthetic minor and I think in
the interest of resolving all of this both for the pre-SOFA period and the pre-merge period
and then carry that forward into the merge permit that’s in effect the synthetic minor
catalyst of it all. So I would guess | would ask you to make sure that that’s included in
the draft permit and we’ll solicit comment on (a) whether it’s all needed and (b) whether
the numbers are right.

Mr. Langford: Are there other questions or comments to staff?

Ms. Thomson: I’m sorry | just want to make sure that I’m absolutely clear on the
emissions implications of this proposal versus the one that is out there right now. 1’d be
interested in getting the staff’s calculation on this front and that is the emissions
reductions that have been accomplished through either, well, either one of these which I
understand will be the same, the same emission reduction, and just making a rough
calculation based on using 15,000 tons a year of sulfur dioxide, which is approximately
what the company asked for in its original permit application and then taking 3813 as a
fraction of that | come up with roughly a reduction of 3 quarters of the annual emissions
of the facility. Does that seem about right to you?

Mr. Golden: Well the difference between 15,000 and 3813, I’ll trust on your percentage
on that.

Ms. Thomson: It would be good at some point maybe have the staff check and present us
with that calculation because it would be good for us to have in mind I think that first of
all that the 2 proposals accomplish or confirm that the 2 proposals accomplish exactly the
same overall emission reduction and to have the figure of what that is and | think its
about 75% relative to before the permit, but it would just be nice to have that —



Mr. Buckheit: | believe you touched on this in your bullet, but just to clarify it, we, DEQ
and the Board both recognize that at some point this facility needs to be modeled for
NAAQS compliance and downwash issues respecting PM 2.5. We aren’t prepared to do
that in the short term, but that is part of the long term plan.

Mr. Golden: Yes.

Mr. Moore: | don’t need this today, but I think before when we consider this later, | think
it would be helpful for us to have the NAAQS concentrations, what’s required by the
NAAQS, what would be the max possible under the 5-stack scenario and what will be the
maximum under the 2 stack scenario so we can sort of see how we’re doing there.

Mr. Golden: 1I’'m sure Mr. Kiss will be happy to put that together for you.

Mr. Buckheit: And it appears that the City of Arlington is also now interested in that
information.

Mr. Langford: Are there other comments or questions of staff? Are there any other
discussion on the motion that we have before us? Hearing none. | will ask for the vote
on the motion to adopt staff recommendations to develop a stack merge state operating
permit and proceed for notice for public comment on that permit. If no further
discussion, all those in

Mr. Buckheit: 1 think the motion should be subject to the subsequent discussion with
respect to PM.

Mr. Langford: | take it that the discussion, the staff has already acknowledged that the
permit is going to cover the PM and that the PM is going to be dealt with. Okay. All
those in favor of the motion say aye. Those opposed say no. Motion passes
unanimously.



