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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Ms. Susan Studlien, Deputy Director
Office of Ecosystem Protection

U.S. EPA, EPA New England

One Congress Street, Suite 1100
Mail Code CAA

Boston MA 02114-2023

Re: Revision of Connecticut’s State Implementation Plan for Air Quality for Trading
Agreements and Orders Nos. 8221, 8222, 1626, 1494 A, 8080, 8188, 8220, 8213,
8214, 8215, 8182, 8227, 8216, 8217, 8183, 8218, 8181, 8219, 8184, 8120, 8124,
8115A, and 8201, and Modifications of Trading Agreements and Orders Nos. 8107
M2, 8114 M2, 8177 M1, 8176 M1, 8180 M1, 8154 M3 and 8115 MI1.

Dear Ms. Studlien:

By this correspondence, pursuant to 40 CFR 51.102, Connecticut formally requests
United States Environmental Protection Agency (“EPA”) revise Connecticut’s State
Implementation Plant (“STP”) for Air Quality as explained in this letter and enclosed
supporting materials. This revision will incorporate the above-referenced new and
modified Trading Agreements and Orders, into Cormecticut’s SIP and make the terms and
conditions of these new and modified Trading Agreements and Orders federally
enforceable. These new and modified Trading Agreements and Orders allow the owners
or operators of facilities to generate and/or use nitrogen oxides emissions reduction
credits in accordance with the requirements in such Orders and Section 22a-74-22 of the
Regulations of Connecticut State Agencies for the Abatement of Atr Pollution.

The new and modified Trading Agreements and Orders were adopted pursuant to public
hearing procedures to satisfy the requirements of 40 CFR 51.102. Evidence of the public
hearing 1s enclosed as follows:

¢ Exhibit 1, public notice of hearing and certifications of publication;

o Exhibit 2, letters to directors of air quality in affected states, public libraries, EPA,
and regulated sources;

» Exhibit 3, delegation of hearing officer, hearing certification and hearing report;
and

o Exhibit 4, new and modified Trading Agreements and Orders and SIP narratives.
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Ms. Studlien ' Page 2

Please do not hesitate to contact Elizabeth McAuliffe, Environmental Analyst, at (860)
424-3702 should you or your staff have any questions or comments regarding thi_s matter.

[’L—‘ \'L\o'l-—
Date =

Enclosures

cc: Mr. Steve Rapp, Manager :
Air Permits, Toxics and Indoor Air Section
Office of Ecosystem Protection
U.S. EPA, EPA New England

Sincerely yours,

(o8t

Carmine DiBattista
Chief .
Bureau of Air Management
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STATE OF CONNECTICUT ‘il
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Notice of Intent to Revise the State Implementation Plan for Air Quality

The Commissioner of Environmental Protection hereby gives notice of a public hearing as part
of a State Implementation Plan revision proceeding. These revisions will be submitted to the
U.S. Environmental Protection Agency (EPA) for their review and approval as a revision to the
State Implementation Plan (SIP) for air quality as required by the Clean Air Act Amendments of
1990 (CAA). The public hearing will address State Orders for the following:

1) Dominion Nuclear Connecticut, Inc., Waterford — Orders 8221 and 8222

2) Northeast Nuclear Energy Company, Waterford — Order 8107, Modification No. 2

3) Connecticut Resources Recovery Authority, Hartford — Order 1494A

4) Cytec Industries Inc., Wallingford — Order 8114, Modification No. 2

5) Borough of Naugatuck, Naugatuck — Order 1626

6) Wisvest-Connecticut, LLC, Bridgeport — Order 8177, Modification No. 1

7) Wisvest-Connecticut, LLC, New Haven — Order 8176, Modification No. 1

8) Connecticut Jet Power, Branford, Cos Cob, Torrington — Orders 8180 and 8180,
Modification No. 1

9) Allegheny Ludlum Corporation, Wallingford — Order 8188

10) Bristol Meyers Squibb, Wallingford — Order 8220

11) Combustion Engineering, Windsor — Order 8154, Modification No. 3

12) Middletown Power LLC, Middletown — Orders 8213, 8214, 8215, 8182 and 8227

13) Montville Power LLC, Montville — Orders 8216, 8217, and 8183

14) Devon Power LLC, Milford — Orders 8218 and 8181

15) Norwalk Power LLC, Norwalk — Orders 8219 and 8184

16) Sikorsky Aircraft Corporation, Stratford — Order 8120

17) Stone Container Corporation, Montville — Order 8124

18) University of Connecticut, Mansfield — Orders 8115, Modification No. | and 8115A

19) US Naval Submarine Base, Groton — Order 8201

This proposed SIP amendment includes Consent Orders and Trading Agreements and Orders that
allow the owners or operators to generate and/or use nitrogen oxides emissions reduction credits
in accordance with the requirements in such orders.

All interested persons are invited to comment on the proposed SIP revision. Comments should
be submitted to the Department of Environmental Protection, Bureau of Air Management,
Compliance and Field Operations Division, 79 Elm Street, Hartford, Connecticut 06106-5127.
All comments should be directed to the attention of Sara Ganzer and must be received by 5:00
P.M,, October 31, 2002,

( Printed on Recycled Paper)
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In addition to accepting written comments, the Department will also hold a publi¢ hearing as
described below. Persons appeanng at this public hearing are requested to submit a written copy
of their statement. However, oral comments will also be made a part of the hearing record and
are welcome.

PUBLIC HEARING

October 17", 2002
1:00 P.M.

Holcombe Room
Department of Environmental Protection
79 Elm Street, 5th Floor
Hartford, Connecticut

Copies of the proposed orders described above are available for public inspection during normal
business hours and may be obtained from Sara Ganzer of the Bureau of Air Management,
Compliance and Field Operations Division, 5t Floor, 79 Elm Street, Hartford, CT. An
additional copy is also available for review at the Govemment Information Service Desk
(Balcony level) at the Connecticut State Library, Hartford, Torrington Public Library, Bridgeport
Public Library and New London Public Library. For further information, contact Elizabeth
McAuliffe of the Bureau of Air Management at (860) 424-3702.

The Department of Environmental Protection supports the goals of the Amencans with
Disabilities Act of 1990. Any individual who needs auxiliary aids for effective communication
during this public hearing or in submitting public comments should contact Betty Lirot, ADA
Coordinator at (860) 424-3035 or TDD (860) 424-3333 at ne week before the public
hearing. o

This notice is required pursuant to 40 Code of Federa
&/r3/02

Date Arthur J. Rgcque, Jr. (_
Commissigner /
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

VIA FACSIMILE
FAX Pagelof3
To Fax # 860 489-6790

The Register Citizen
190 Water Street
Torrington, CT 06790 o o L L

ATTN: Legal Advertising Department
To whom it may concem:

Please make a one-time insertion of the enclosed Notice under Legal Notices in your paper
on Monday, September 16, 2002.

Please note that the Department will not remit payment for publication of the attached public
notice until a copy of the public notice and certification of publication is forwarded to the
Department. Please address such certification as follows:

Attn: Dennise Goulbourne
_Department of Environmental Protection
Bureau of Air Management

79 Elm Street

Hartford, CT 06106

In your billing statement, please reference DP No. 566-3320. Please contact Mary Lakonski,
Fiscal Administrative Officer, Burean of Air Management, at (860) 424-3026 for further information
regarding billing. If you have any questions regarding this notice, p]ease call me at (860) 424-3458.
Thank you for your assistance in this matter.

Sincerely yours,

oy
8 }-2:\ ! & é_,@’_,. e.’b(‘}‘ofz, i ’ta{,;vﬂu,;]’//_u
Ly Elizabéth McAuliffe
- Environmental Analyst III
Compliance and Field Operations
Bureau of Air Management

(Printed on Recycled Paper)
79 Eim Street + Hartford, CT 06108-5127°

An Equal Cpportunity Employer « hitpi/idep. state.ct.us
Celebrating a Century of Forest Conservation Leadership
1901 & 2001
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LEGAL NOTICE .

STATE OF CONNECTICUT
OEPATMENT OF
ENVIRONME NTAL PROTECTION

A

Notica of tntmt 16 Revise
‘g Stats Implcmentation Pln
- for Alr Cuafity

The Commiszianer of Environmen-
tal Protaction hareby pives notice
of o pubiic basring a5 part of &
Stale Implagmanlitian Plan revialon
proceeaing. ‘tuviplong wik
o gubrmined by tha U.S, Emviron-
meral, Protection Agercy (EPA)
tor 1heir rewisw and approval 2s 3

* perigion to Mo Stele Implemania-

~@araar axd mis! ba

ton Piah (SIF) Jor airquslily as (e
guirgd by tha Clean Air At Amrand-
mant= of 1990 (CAA). The pubkc
hearirig wili nodress Stals Orderz
lar tha foliow ng:

1) Dominlon Nuclear Conneciioul,
Inc., Walsrlord - Ordurd B221 and
i ferac

2 Northeas) Nuciear Ensrgy Com-
pany, Waleford - Orger 8107,
Modificadon Ne. 2

3} Connrrticln Resources Recov-
ary Agthorly, Harord - -Order
14884
4) Cymc Ingusiias Inc., Yvalilng-
1ana - Srdarit] 14, ModTicallon Mo,
2

5} Berough 1of Naugeack, Mangs-
ok - Ok 1626 ¢ -

8). WivmyrLonnectios, LLC,
Bridgzpoil - Order- 8177, Modttiea-
Ton Na. 1

Wiavest-Connectiat, LLE, New' Re

wvan - Omler 8178, Modficatizn
No.1 -

B) Cannechicul* Jat Powar, Bran-.

forn, Caz Cob, Tomngion - Orders.
6180 and B1B0, Modifcaton Nao.

1 .

) Aegheny Ludiuem compariion,
Walnglord - Ordef’8188

10y Ensiol Moysrm Sguibb, Wal-
linglord - Cxder EZ20

1] Combuston Ergineering,
Windsor - arder 158, Modification

No, 3

12) Modialown Power LLC, Mt
derown - Orogrs B213, 8214,
g215, B182 and 8227

13) Mortivile Power LLE, Montvilla
-Ordera 8216, 8217 and 8183
14) Devon Power LLE, Milerd -
Orters 8213 3nd 8181

15} Norwale Powet LLC, Morwalk -
Orders 8215 and B18#

15) Sikorsby mlrcreht Comporalion,
Siratiord - (yder 8120

17) Slore Conliner Corporetion,
Montwille - Jrdar 8124

18( Unlversity of Connaciicul,
Marfield - Ordors 8115, Modilics-
ton No. 1 itnd B115A

15} US Naval Supmarine Babe,
Grolgn - Ordar 8201
This pro) :-.\d\':.lF' amandmant ins
clugea Consan! Drdurs and Trad-
ing Agremnanis and Ordars thul
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Harerd, Connecticut
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Siate Ubraiy, Hanford, Terringion
Publle Linrary, Brdgeport Pubhc
Uprary and New London Public Li-

oCeMATCTYED SATTTTOTN

P N N N

30 Aparments T 245 " Houses For Hem TR - GEBI
Unfumizhed [ T HELP *,
. . . '
. . " 'm -
- 5
icr,

BURRVILLE: At cdge of stale
Park. 15t Aner, 4 raam, $475
including hest and electric.

.+ oalaz.213d, :

FAILS VILLAGE: 1 bedroom
8] ot On main lewal, OfFf
- parking. Country =st-
RE. g5/ moath. Landmark
Co_451-2000,
HARWINTON: Extra largs cours
y spartment 2 bedroom,
wiiher/dryar
reoms with garage. Teyear
leaze, 51050, Avsileble Sep-
zember, (5014855566,

bookugs . &

WINSTED~ 1 bsdroom, Sinmle
house, with yerd, At Highhend
Laka. Completely tmnovated
winew appl. No psta S3WJ

. month_ Call 36013143696,

WHNSTED: 3 bedroorn caps, La-

S =S
USED ST

. ke-front, 5350, First, last apd -

secu?lty, Mo pets, nen smok-
ing. Relcrencea.  (B60)173-
4083,
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Commissinna!
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LEGAL NOTICE

The OanburyTodinglon Works
‘penn Investmant Board la imasiar-
ing 20% ol lla Workforo Invest-
menl Al acull funding 10 it Work.
loreg Invesiment Act dlalocated
wotker fundnag. THIG reprazants
145,682 and & precipltbled by tha .
~agd for services lor disloxled
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“ecticul  Worklorce  Ipvesiment
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r/fomnglon  Workinice  Invesl-
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Storage Space
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

VIA FACSIMILE and ELECTRONIC MAIL
FAX Page 1 of 3

To Fax # 860- 442-5443

legal@theday.com

The Day Legal Advertising Dept.
P.O. Box 1231
47 Bugene O'Neil Drive - o ) o

New London, CT 06320

ATTNT LCegal Advertising Départmeént/Judy
To whomrit may concern:

Please make a one time insertion of the enclosed Notice under Legal Notlces In your paper
on Monday, September 16, 2002.

Please note that the Department will not remIt payment for publication of the attached pubhc
notice until a copy of the public notice and certification of publication is forwarded to the
Department. Please address such certification as follows:

Attn: Dennise Goulbourne

Department of Environmental Protection
Bureau of Air Management

79 Elm Street

Hartford, CT 06106

In your billing statement, please reference DP No. 566-3320.  Please contact Mary
Lakonski, Fiscal Administrative Officer, Bureau of Air Management, at (860) 424-3026 for further
information regarding billing. If you have any questions regarding this notice, please call me at’
(860) 424-3458. Thank you for your assistance in this matter.

Sincerely yours,
il Ch bl Vie0ly)
Date | ! ElizaBeth McAuliffe 7

Environmental Analyst I
Compliance and Field Operations
(Printed on Recycled Paper) BUreau Of_Air Management
79 Eim Street « Hartford, CT 06106-5127
An Equal Opportunity Employer « htioi//dep.state.cf us
Celebrating a Century of Forest Conservation Leadership

1901 $ 2001




FPUBLIGSHER"'S CERTIFICATE

State of Connecticut

County of New London, ss. New London

On this 16th day of September, 2002,
pexrsonally appeared before the undersigned, a

Notary Public within and for said County and

State, T. FRANKLIN, CLASSIFIED LEGAL CLERK

State of Connecticut
Departrment of Environmental Protection

of THE DAY, a daily newspaper published . Nofice of Infent to Revise the State Implementation Plan for Air Quality

The Commissioner of Environmental Protection hereby gives notice of a public hegring
part of o State hmplementation Plan revision proceeding. These revisions will be submitt:
at New London, County of New London, State cf fothe Us. Environmental Pratection Agency (EPA) for their review and approval os
! revision to the State tmplementation Plan {SIP} far air quality s required by the Clean 2
Act Amendments of 1990 (CAA). The public hearing will address State Orders for the fi
. ) lowing:
Connecticut, who in 1 1} Daminion Nuclear Connecticut, Inc., Waterford - Orders 8221 and 8222
! be g d'LI_LY Sworn, s tates or 2) Nartheast Nuclear Energy Company, Waterford - Order 8107, Modification No, 2
3; gonnecl:ﬁcut Rieso:Jrces Relcuve;ryd.ﬁuéhoritv.]I]'Iur!fordf- Qrder 14942.&
4) Cytec Indusiries Inc., Wallingford - Order 8114, Modification No.
cath, that the Or i ; 5} Boroush of Nougatuck, Naugatuck - Order 1626
d der of Notice in the case d  Miven donetn LLC Bridgeport - Order 8177, Modification No. |
;; \éVisvest-Com]ecticuh Ll_é:, Nﬁwdﬂuvené Ord_[gr anrs, Modgigufion No. 1
onnecticut Jet Power, Branfaord, Cos Cob. Torringten - Orders 8180 and 8180,
LEGAL, 248 PLAN FOR AIR QUALITY Modification No. 1 A
: #) Allegheny Ludium Carporation, Wallingford - Qrder 8188
10) Bristol Meyers Sauibb, Wallingford - Order 8220 "~
a true co of which is h L oo B e I e Ceriors S5 8514, 831, 813 and 8227
I etown Power v ] etown - Lroers 2 b 1 an
py 5 ereunto annexed . Wa 13} Montviile Pawer LLC, Mantville - Orders 8216, B217, ond 8183
14} Devon Powaer L.LC, Milford - Orders 8218 and 8181 .
published in said new in i : o s Anreratt Corbararion, Swatard - Order 8120
ikorsky Alrcratt Corparation, Stratford - Order
Spape r in 1ts 1issue ( 5 ) 17) Stone Container Corporation, Montville - Order 8124 .
18) University of Connecticut, Mansfield - Orders B115, Modification No. 1 and 8115A
19) US Naval Submarine Base, Groton - Order B201
09/ /2002 This proposed 51P amendrment includes Consent Orders and Trading Agreements and Orde
that atlow the owners or operatfors o generate and/or use nitrogen oxides emissions redu
tion credits in accordance with the requirements in such orders.

All interested persons aore invited to comment an the proposed SIP revision, Commer
should be submitted to the Department of Environmental Protection, Bureau of Air Mc
agement, Compliance and Field Operations Division, 79 EIm Street,. Hartford, Connectic
06106-5127. All camments should be directed to the attention of Sarc Ganzer and must
received by 5:00 P.M., October 31, 2002.

In oddition to accepting written comments, the Department will also hold a public hearing
described below. Persons appearing ot this public hearing are requested to submit o writ
copy of their statement. However, gral cornments will also be made o port of the heari
record gnd are welcame.

PUBLIC HEARING

Thursday, October 17th, 2002
1:00 P.M.

Holcombe Room
Department of Environmental Pretection
79 Elm Street, 5th Floor
Hartford, Connecticut - .
Copies of the proposed orders described above are available for public Inspection duri
nermal business hours and may be obtained from Soro Ganzer of the Bureau of Air Mc
agement, Compliance and Field Operations Civision, 5th #loor, 79 EIm Street, Hartford, C
An aodditional copy is alse avaitable for review at the Government Information Service De
[Balcony level) ot the Connecticut State Library, Hartferd, Terrington Public Libra
Briggeport Public Library and New London Public Library, For further information, ci
tact £lizabeth McAuliffe of the Bureau of Alr Management at (860) 424-3702.

The Department of Environmental Protection supports the.goals of the-americans with C

abillties Act of 1990, Any individual who needs ouxHlary aids for effective communicati

during this public hearing or in submitting public comments should contact Betty Lirot, Al

goor_dinmor at (840) 424-3035 or TDD (860) 424-3333 at least one week before the pub
earing. . .

This nofice is required pursuent to 8 Code of Federal Regulations Part 51.

RECEIVED"

Commissior
Bureau of Air Manggems

SEP 19 2002

DEPT. OF ENVIRONMENTAL PROTECTION
BUREAU OF AIR MANAGEM_ENT
Office of the Bureau Chiet




® ®
STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

VIA FACSIMILE
FAX Page 1 of 3
To Fax # 203 384-1158

Connecticut Post
410 State Street
Bridgeport, CT 06604

ATTN: Legal Advertising Department/ Linda Sherwood
To whom it may concern:

Please make a one-time insertion of the enclosed Notice under Legal Notices in your paper
on Monday, September 16, 2002.

Please note that the Department will not remit payment for publication of the attached public
notice until a copy of the public notice and certification of publication is forwarded to the
Department. Please address such certification as follows:

Attn: Dennise Goulbourne

Department of Environmental Protection
Bureau of Air Management

79 Elm Street

Hartford, CT 06106

In your billing statement, please reference DP No. 566-3320. Please contact Mary Lakonski, Fiscal
Administrative Officer, Bureau of Air Management, at (860) 424-3026 for further information
regarding billing, If you have any questions regarding this notice, please call me at (860) 424-3458.
Thank you for your assistance in this matter.

Sincerely yours,

8l23Jor Chatdy %M#
Date | | Elizabath McAuliffe ¢
Environmental Analyst III
Compliance and Field Operations
Bureau of Air Management

(Printed on Recycled Paper)
79 Elm Street + Hartford, CT 06106-5127

An Equal Cpportunity Employer = hitp//dep.state.ct.us
Celebrating a Century of Forest Conservation Leadership
1901 § 2001




CONNECTICUT POST
Certificate of Publication

Legal Advertising Department

410 State Street Bridgeport, CT 06604
203-330-6213, 800-423-8058, ext. 6213
Fax 203-384-1158

This is to certify that the legal notice of ilc.-\—( 0 f T

was published in the Connecticut Post newspaper on OL/ tl ( iy
. {Month, Day, Year)

Signed Uz

(Legal Advertising Representative)

Ad Number \{P 5’ Y af Account/Telephone Number 4 C 3947

Purchase Order Number___{) P56l 7320

REC E‘V ED Subscribed and swomn to before me

ON
\ N_PROTEC“ i A ‘
DEPT.OF EN%QOE:QE &ANAGE‘:\_‘E';T ' Notary Public
Y of the Burea! ©

Otfice Date Commisston Exiaires 12/31/2004
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STATE OF CONNECTICUT

DEPARTMENT OF i
ENVIRONMENTAL PROTECTION

Natice of Intent to Revise the
State Implementation Plan for Air Quality

The Commissioner of Environmental Protection
hereby gives notice of a public hearing as part of a
State Impiementation Plan revision proceeding.
These revisions wilt ba submitted to the U.S. Envi-
ronmental Protection Agency {EPA) for their review
ang approval as a revisicn to the State Implementa-
ticn Plan {SIP) for air quality as required by the Clean
Air Act Armendments of 1990 {CAA} The public hear-
ing will adaress State Orders for the following:

1) Dominion Nuciear Connecticut, Inc., Waterford
- Orders 8221 and 8222
2) Northeast Nuclear Energy Company, Waterford
- Order 8107, Modification No. 2
3} Connecticut Resources Recovery Authority,
Hartford - QOrder 1494A
4} Cytec Industries Inc,, Wallingtord - Order 8114,
Muodification No. 2
5) Beorough of Naugatuck, Naugatuck - Order
1626

6) Wisvest-Connecticut, LLC, Bridgeport - Order
8177, Medification Na. 1
7Y Wisvest-Connecticut, LLC, New Haven - Order
8176, Modification No. 1
8} Connecticut Jet Power, Branford, Cos Cob, Tor-
rngton - Orders 8180 and 8180, Modification Na. 1
%) Allegheny tudlum Carporation, Wallingford -
Qroer 8188
10} Brsiol Meyers Squibb, Wallingforg - Order
8220
11) Combustion Engineering, Windsor - Order
8154, Modification No. 3
12} Middletown Power LLC, Migdlstown - Qrders
8213, 8214, 8215, 8182 and 8227

Montville Power LLC, Montville - Orders 8216,
8217, and 8183

Devon Power LLC, Milford - Orders 8218 and

17) Stone Container Corporation, Mantville - CQrder
8124

18) University of Connecticut, Mansfield - Qrders
8115, Madification No. T and 8115A

19) US Naval Submarine Base. Groton - Qrder
820

This proposed SIP amendment includes Consent
Orders and Trading Agreements and Orders that al-
low the owners or operators {0 generate and/or use
nitrogen oxides emissions reduction credits in ac-
cordance with the requirements in such orders.

All interasted persons ara invited 1o comment on the
propased SIP revision. Comments should be sub-
mitted to the Department of Environmental Protec-
tion, Bureau of Air Management, Compliance and
Field QOperations Division, 79 Elm Street, Hartford,
Connecticut 06106-5127. All comments should be
directed to the attention of Sara Ganzer and must be
received by 5:00 P.M., October 31, 2002.

In addition to accepting written comments, the De-
partment will also hald a public hearing as deseribed
below. Persens appearing at this public hearing are
requested ta submit a written copy ot their state-
ment. However, oral comments will also be made a
part oi the hearing record and are weicome.

PUBLIC HEARING
QOctober 17th, 2002
1:00 P.M.
Holcombe Room
Department of Environmental Protection

79 Elm Street, 5th Floar
Hartford, Connecticut

Copies of the proposed orders described above are
available for public inspection during normal busi-
ness hours and may be obtained from Sara Ganzer
of the Bureau of Air Management, Compiiance and
Field Operations Division, 5th Floor, 7% Elm Street,
Harttord, CT. An additional copy is also available for
review at the Government Information Service Desk
{Balcony level} at the Connecticut State Library,
Hartford, Tornngton Public Library, Briggeport Pub-
lic Library and New Landon Public Library. For fur-
ther information, contact Elizabeth McAuliffe of the
Bureau of Air Management at {860) 424-3702.

The Deparntment of Environmental Protection sup-
ports the goals of the Americans with Disabilities
Act of 1990, Any individual who needs auxiliary aids
for effective communication during this public hear-
ing or in submitting public cornments should con-
tact Betty Lirot, ADA Coordinator at (B60) 424-3035
or TOD {B60) 424-3333 at least ane week before the
public hearing.

This notice is required pursuant to 40 Code of Fed-
eral Regulations Part 51,

Date

8/12/02

Arthur J. Rocque, Jr.

Comrmissioner

STATE OF CONNECTICUT

DEPARTMENT OF
ENVIRONMENTAL PROTECTION

Notice of Intent to Revise the
State Implementation Plan for Alr Quality

The Commissl of Envi iental Protection
hersby gives natice of a public hearing as part ofa
Stats implementation Plan revision proceading.
Thesa revisions will be submittad to the U.S, Envi-
ronmental Protection Agency (EPA) for their review
and approval as a revision to the State Implementa-
tion Plan (SIP) for air quality as required by the Clean
Air Act Amendments of 1990 (CAA). The public hear-
ing will address State Orders for the following:

1) Dominion Nuclear Connecticut, Inc., Waterford

- Orders 8221 and 8222

Northeast Nuclear Enengy Company, Waterford

- Order 8107, Modlification No. 2

3) Conneaﬁwt‘?mum Recovery Authority,

Hartford - Order

4) (?yrgec Industries Inc., Wallingford - Order 8114,

Madification No. 2

§) Borough of Naugatuck, Naugatuck - Order

1626

6) Wisvest-Connecticut, LLC, Bridgeport - Order

8177, Modification No. 1

7) Wisvest-Connecticut, LLC, New Haven - Order

8176, Madification No. 1 ’ : .

8) Connecticut Jet Power, Brantord, Cos Cob, Tor-

rington - Orders 8180 and 8180, Modification No. 1

'9)  Allegheny Ludium Corporation, Wallingford -
rder 8188

10) Bristol Meyers Squibb, Walingford - Order

8220

11} Combustion Engineering, Windsor - Order
8154, Modification No. 3

12) Middletown Power LLC, Middietown - Orders
8213, 8214, 8215, 8182 and 8227

13} Montvile Power LLC, Montville - Orders 8218,
8217, and 8183

14) Devon Power LLC, Milford - Orders 8218 and
8181

15) Norwalk Power LLC, Norwalk - Orders 8219
and 8184 -

16} Sikorsky Alrcratt Corporation, Stratford - Crder
8120

17) Stone Container Corporation, Mouitville - Order
8124 .

18} University of Connecticut, Marisfieid - Orders
8115, ModHfication No. 1 and 8115A

19) US Naval Submarine Base, Groton - Order
8201 ’

This SIF amendment includes Consent
Ordorspmm;mlng Agreements and Orders that al-
low the ownars or operatora to generate a.l)dlgr use
nitrogen oxides emissions recuction credits in ac-
_cordance with the requirements In such orders.

Al interested ons are invited to comment on the
propcsed Slpmmision. Comments should be sub-
mitted to the Department of Environmental Protec-
tion, Bursau of Alr Management, Compliance and
Field Operations Division, 79 Elm Street, Hartford,
Connecticut 06108-5127. All comments should be
directad to the attention of Sara Ganzer and must be
raceived by 5:00 P.M., October 31, 2002

In addition to accepting written comments, the De-
partment will also hold a public hearing as described
below. Persans appearing at this public haaring are
requested to submit a written copy of their state-
ment. However, cral commerts will also be rmads a
part of the hearing record and are welcome.

+  PUBLIC HEARING

Qctober 17th, 2002
1:00 P.M,
Holcombe Room
Department of Environmental Protection
79 Elm Street, Sth Floor

Copies of the proposed arders described above are
avztabln for public inspaction during normal busi-
ness. hours and may be obtained from Sara Ganzer
of the Bureau of Air Management, Compliance and
Field Operations Division, 5th Floor, 79 Eim Stroet,
Hartford, CT. An additional copy s also availabie for
review at the Govemnment Information Service Desk
{Balcony level} at the Connecticut State Library,
Harl'fordy, Teovrington Public Library, Bridgeport Pub~
lic Library and New London Public Library. For fur-
ther information, contact Elizabath McAuliffe of the
Bureau of Alr Management at (860} 424-3702.

ent of Environmental Protection sup-
g:nms of the Americans with Disabilltles
Act of 1990. Any individual who needs auxiliary aids
tor eftecttve communication during this public hear-
ing or In submitting public comments shoukd con-
tact Betty Lirot, ADA Coordinator at (860) 424-3035
or TDD {360} 424-3333 at least one waek before the
public hearing. .
This notice is required pursuant to 40 Code of Fed-
oral Regulations Part 51.

Date
8n2/02

Arthur J, Rocqus, Jr.

Commissioner
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STATE OF CONNECTICUT |
DEPARTMENT OF ENVIRONMENTAL PROTECTION

VIA FACSIMILE
FAX Page 1 of 3
To Fax # 241-3866

Hartford Courant
285 Broad Street
Hartford, CT 06116

ATTN: Legal Advertising Department
To whom it may concern:

Please make a one-time insertion of the enclosed Notice under Legal Notices in your paper
on Monday, September 16, 2002,

Please note that the Department will not remit payment for publication of the attached public
notice until a copy of the public notice and certification of publication is forwarded to the
Department. Please address such certification as follows:

Attn: Dennise Goulbourne

Department of Environmental Protection
Bureau of Air Management

79 Elm Street

Hartford, CT 06106

In your billing statement, please reference DP No. 566-3320. Please contaci Mary Lakonski,
Fiscal Administrative Officer, Bureau of Air Management, at (860) 424-3026 for further information
regarding billing. If you have any questions regarding this notice, please call me at (860) 424-3458.
. Thank you for your assistance in this matter. .
Sincerely yours,

@]’m)fﬂ- okt Wi LS

Date | ! Elizabetd McAuliffe o
Environmental Analyst III
Compliance and Field Operations
Bureau of Air Management

(Printed on Recycted Paper)
79 Elm Street + Hartford, CT 061068-5127

An Equal Opportunity Empioyer « http./idep.state.cl.us
Celebrating a Century of Forest Conservation Leadership




? The Martford Courant.

A TRIBUNE PUBLISHING COMPANY

Affidavit of Publication

State of Connecticut

Monday, September 16, 2002
County of Hartford

3 |, Diane Luka, do solemnly swear that | am Senior Credit
STATE 0T CORRFECHT Representative of the Hartford Courant, printed and

,xﬁxfﬂfﬂzﬁmm published daily, in the state of Connecticut and that from

Plan for Afr Quality
The Commissioner of Environment; IProtectlon hereby my own personal knOWiedge and !'Eference tO the ﬂles Of
serevisons wilbesuomi. . said publication the advertisement of Legal Notice was

ves netice of a public neanngr part of a State Implementa-

Jn Plan reyisicn proceed he
tothe U.5. Environmen ?ency(EPA) ortheir
provalas a rewsnon 1) the Sfate Implementation

aneglP)?o?alruuall as requin bytheCleanAercmmen ‘ inserted in the regular edition.

e public hearing will address 5ta

o the ol On dates as follows: 09/16/2002

Dommuon Nuclear Connecticut, Inc., Waterford - Orders 8221

d 8,

qrtn astNuclear Energy Cormpany, waterford - Order2107, i
odificatign No. 2
Cannecticut Resources Recovery Authority, Hartford - Order

’ ;?:‘i'?ecIndustn'es1nc..WaIIingford-0rder8114 Modification In the amount of $63720
Bgrough of Naugatucic Naugatuck - Order 1626 ST OF CT BDEP AIR COMPLIANCE 566-3320

Wlhslzest -Connecticut, LLC, Bridgeport- Order 8177, Modifica-|

t\‘I'\rq|r§lve€’st-l.connecucut LLC, New Haven - Crder 8176, Modifi- ; 700167
Cannecticut Jet Power, Branford, Cos Cob, Torrington - Or-t
1 Full Run

<5 8180 and 8180, Moditication No. |
Allegheny Ludlum Corporation, Wallin rd QOrder 8188

3 Bristol Meyers Squibb, wallingford - er 3220
)Combustlon Engineering, Windsar - Order8154. Modtﬁm

n Ne, 3
) Middietown Power LLC, Middletown - Orders 8213,
:15, B182 and 8227 staw 38214,
) Montville fower LLC, Montville - Orders 8215. 8217, and

Devon Power LLC, Milford - Ordera B218and8l81 -
-} Norwalk Pcwar LLC, No rwak 8219 and B184

Stane Cantamer ng r 812
 University of Condecticut, Mansfield - Ordersslls, Muc!afi—

Sr.Credit Representative
tion No. 1 ang 811

} 0 Naval Sobmarne Base, Graton - Order 8201 Diane Luka

This pi A)osed Sip arnendment inctudes Consent Orders
¢ Trading Agreements and Orders that ailow the owners or
eratorstoqgnerateand/orusenm'oqenoxldes emissicnsre-
ctioncredits in accordance with the reguirements in suchor-

All mteres‘ed persens are mvntfg to comment anthe pro-
sed SIP revisipn. Comments shou be submitted to the De-,
rtment of Env:ronmental Protection, Bureawu ol

Lrez
& ?S“tén%.%%"“.“ﬂ SRS | Subscribed and swarﬁj before me on September 16, 2002
¥

to the attertti er and must be receive
., October 31, 2.
written camments, the Depart-
g}u?%ea.nng as gescnbed below, Per-

blichearingarerequestedtosubmita
THen on copy o thelr sfatement. However, oral comments will
0 be made a Dart of the heanng record and are weicome.

Notary Public

PUBLIC .
. Thursday, Dctober 17th. 2002
-1:00 P.M.

De anment%?lgg\rr‘i‘r%?;r%%onrp | Protection
Ry - e LISA PEREZ
‘ ™ Natary Public

e e " MyCommission Exgi

oo Carser e Siuolliarsbers ‘ ¥ onmssion Expires
I 1 Tatl Ivision, i m

o, Harson CT An andiional copy is alsoavallable for re- June 30, 2006

w atthe Government Information Service Des| ca%lev H
ittheCpnnecticut StateLjbrary, Hartford, Torrmgton blic
-ary, Bndgeport Public Library and New London Public Li- |
.For further information, contact Enzabeth McAullffe of
reau of Air Managerent at (860) 424-370

TheDepartmentofEnwronmentalPratectlonsupportsthe
Us of the Americans with Disabilities Act of 1990. Any indi-
5 auxiliary aids for effective communication

nearing or in submitting public commen

q Liraf, ADA Coardinat a.t 860) 424-3035
4-3333atleastoneweek belore't epublschea.r

This noticeis required pursuant to 40 Code of Federal Reg-
jons P sl

:/2002 Arthuyr ). Rucque.lr
2 Commlssmner




® | ® Exhibit 2
STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Ms. Barbara Kwetz

Director

Massachusetts Department of Environmental Protection
Division of Air Quality

One Winter St., 8th Floor

Boston, Massachusetts 02108

Dear Ms, Barbara Kwetz:

In accordance with the provisions of Title 40 Code of Federal Regulations Part 51.102, enclosed
for your information, is a notice of hearing regarding a revision to Connecticut’s State
Implementation Plan (SIP) for air quality.

The proposed revision concerns the adoption into Connecticut’s SIP a number of State Orders
identified in the enclosures that allow the owners or operators of facilities to generate and/or use
nitrogen oxides emissions reduction credits in accordance with the requirements in such orders
and Section 22a-74-22 of the Regulations of Connecticut State Agencies for the Abatement of
Air Pollution.

Copies of the State Orders are available upon request. Please feel free to contact me at (860)
424-3702.

Sincerely yours,

& lgﬂ ’ 18 Cliyo st B D0 (Lo 8o
Date / '} Elizatéth McAuliffe
Environmental Analyst II1
Compliance and Field Operations
Bureau of Air Management

Enclosures:
Notice of Intent to Revise SIP/Hearing Notice

(Printed on Recycled Paper)
79 Elm Street » Hartford, CT 06106-5127

An Equal Opportunity Employer - hitp.//dep. state.ct.us
Celebrating a Century of Forest Conservation Leadership AE-504 3/13/01
1901 § 2001




STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Mr. John Elston

Administrator

New Jersey Division of Environmental Quality
CN 027

Trenton, New Jersey 08625

Dear Mr. John Elston:

In accordance with the provisions of Title 40 Code of Federal Regulations Part 51.102, enclosed
for your information, is a notice of hearing regarding a revision to Connecticut’s State
Implementation Plan (SIP) for air quality.

The proposed revision concerns the adoption into Connecticut’s SIP a number of State Orders
identified in the enclosures that allow the owners or operators of facilities to generate and/or use
nitrogen oxides emissions reduction credits in accordance with the requirements in such orders
and Section 22a-74-22 of the Regulations of Connecticut State Agencies for the Abatement of
Air Pollution.

Copies of the State Orders are available upon request. Please feel free to contact me at (860)
424-3702,

Sincerely yours,

ELinabet( %CM#Q
Elizabeth McAuliffe
Environmental Analyst IIT
Compliance and Field Operations
Bureau of Air Management

Enclosures:
Notice of Intent to Revise SIP/Hearing Notice

(Printed on Recycled Paper)
79 Elm Street - Hartford, CT 06106-5127

An Equal Opportunity Employer « http://dep.stale.ct.us
Celebrating a Century of Forest Conservation Leadership AE-504 3/13/01
1901 & 2001
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Mr. Robert K. Warland

Director

New York Department of Environmental Conservation
50 Wolf Road

Albany, New York 12233

Dear Mr. Robert K. Warland:

In accordance with the provisions of Title 40 Code of Federal Regulations Part 51. 102, enclosed
for your information, is a notice of hearing regarding a revision to Connecticut’s State
Implementation Plan (SIP) for air quality.

The proposed revision concerns the adoption into Connecticut’s SIP a number of State Orders
identified in the enclosures that allow the owners or operators of facilities to generate and/or use
nitrogen oxides emissions reduction credits in accordance with the requirements in such orders
and Section 22a-74-22 of the Regulations of Connecticut State Agencies for the Abatement of
Air Pollution.

Copies of the State Orders are available upon request. Please feel free to contact me at (860)
424-3702.

Sincerely yours,

CUA;‘:M Wie Clu-&y
Elizabéth McAuliffe I
Environmental Analyst ITI
Compliance and Field Operations
Bureau of Air Management

Enclosures:
Notice of Intent to Revise SIP/Hearing Notice

{Printed on Recycled Paper)
79 Elm Street + Hartford, CT 06106-5127

An Equal Opportunity Employer « hitp.//dep.state.ct.us
Celebrating a Century of Forest Conservation Leadership AE-504 3/13/01
1901 ¥ 2001
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STATE OF CONNECTICUT

DEPARTMENT OF ENVIRONMENTAL PROTECTION

Mr. Steven Masjkut

Chief

Rhode Island Department of Environmental Management
291 Promenade St.

Providence, Rhode Island 02908-5767

Dear Mr. Steven Magjkut:

In accordance with the provisions of Title 40 Code of Federal Regulations Part 51.102; enclosed
for your information, is a notice of hearing regarding a revision to Connecticut’s State
Implementation Plan (SIP) for air quality.

The proposed revision concerns the adoption into Connecticut’s SIP a number of State Orders
identified in the enclosures that allow the owners or operators of facilities to generate and/or use
nitrogen oxides emissions reduction credits in accordance with the requirements in such orders
and Section 22a-74-22 of the Regulations of Connecticut State Agencies for the Abatement of
Air Pollution. .

Copies of the State Orders are available upon request. Please feel free to contact me at (860)
424-3702.

Sincerely yours,

gl \0‘1 | Cliodbtt 770 Cuslffe
Date | ! Elizhbeth McAuliffe
Environmental Analyst I
Compliance and Field Operations
Bureau of Air Management

- Enclosures:
Notice of Intent to Revise SIP/Hearing Notice

(Printed on Recycled Paper)
7@ Elm Street + Hartford, CT 06106-5127

An Equal Opportunity Employer « http./idep.state.ct.us
Celebrating a Century of Forest Conservation Leadership AE-504 3/13/01
1901 £ 2001
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Ms. Karen Worrall
Torrington Public Library
12 Daycoetan Place
Torrington, CT 06790

Re:  Proposed State Impleméntation Plan Revision for public inspection
Dear Ms. Worrall:

I'am writing to request YOur assistance in making the enclosed notice for a proposed State Implementation
~ Plan revision available for public review from Monday;September- 16,2002 through Thursday, October

17,2002,

Please recycle the material after 4:30 p.m. on Thursday, October 17, 2002. Please contact me at (860)
424-3702 if you have any questions. Thank you for your assistance.

Sincerely yours,

Chogo bt Tite (el ffo
Elizabieth McAuliffe
Environmenta! Analyst ITT
Compliance and Field Operations
Bureau of Air Management

{Printed on Recycled Paper)
78 Elm Street - Hartford, CT 06108-5127

An Equal Cpportunity Employer - hitp/idep.state.cf.us
Celebrating a Century of Forest Conservation Leadership

1901 ;% 2001
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Ms. Marcia Stuart

New London Public Library
63 Huntington Street

New London, CT 06320

Re:  Proposed State Impiementation Plan Revision for public inspection’

Dear Ms. Stuart:

~Tam \_Kn'_tiggjoiqugst,your_assistancc..in--making—the enclosed notice for a proposed State Implementation
Plan revision available for public review from Monday, September 16, 2002 through Thursday; October
17, 2002.

———"The Department of Efvirsfimental Prote
Plan (

requirements in such orders and Section 222-74-22 of the Regulations of Connecticut State Agencies for
the Abatement of Air Pollution. Title 40 Code of Federal Regulations, Part 51.102 requires that the public
hearing be conducted and that the proposed State Order and supporting information be available for public
inspection.

Please recycle the material after 4:30 p.m. on Thursday, October 17, 2002. Please contact me at (860)
424-3702 if you have any questions. Thank you for your assistance.

Sincerely yours,

Clabetl P1eCiniiffo
Elizabéth McAuliffe /
Environmental Analyst liT
Compliance and Field Operations
Bureau of Air Management

{Printed on Recycled Paper)
78 Elm Street + Hartford, CT 06106-5127

An Equal Opportunity Employer » hitp./idep. state.ct.us
Celebrating a Century of Forest Conservation Leadership
1901 #2009
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Ms. Sylvia Boyd
Reference Librarian
Bridgeport Public Library
925 Broad Street
Bridgeport, CT 06604

Re:  Proposed State Implementation Plan Revision for public inspection—

Dear Ms. Boyd:
Tam writing to request your assistance in making the enclosed notice for 2 proposed State Impléfrientafion
Plan revision available for public review from Monday, September 16, 2002 through Thursday, October
17, 2002. . e T

The Department of Environmental Protection is considering the adoption into the State Implementation
Plan (SIP) a number of State Orders identified in the enclosures that allow the owners or operators of
facilities to generate and/or use nitrogen oxides emissions reduction credits in accordance with the
requirements in such orders and Section 22a-74-22 of the Regulations of Connecticut State Agencies for
the Abatement of Air Pollution. Title 40 Code of Federal Regulations, Part 51.102 requires that the public
hearing be conducted and that the proposed State Order and supporting information be available for public
Inspection.

Please recycle the material after 4:30 p.m. on Thursday, October 17, 2002. Please contact me at (860)
424-3702 if you have any questions. Thank you for your assistance.

Sincerely yours,

E,Q;-kf_'}'._.&,—c:“é{, Pt ;’/’Q-
Elizdbeth McAuliffe
Environmental Analyst IIT
Compliance and Field Operations
Bureau of Air Management

{Printed on Recycled Paper)
78 Elm Street - Hardford, CT 06106-5127

An Equal Opportunily Employer « hitp//dep.state.ct.us
Celebrating a Century of Forest Conservation Leadership
1901 % 2001
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Cheryl Schutt

Law & Legislative Reference
Connecticut State Library
23] Capitol Avenue
Hartford, CT 06106

Re:  Proposed State Implementation Plan Revision for public inspection

Dear Ms. Schutt;

I'am writing to request-your assistance-in makingthe enclosed fiotice fora proposed State Implementation
Plan revision available for public review from Monday, September 16, 2002-through Thursday; October
17, 2002. , ,

The Department of Environmental Protection is considering the adoption into the State Implementation
Plan (SIP} 2 number of State Orders identified in the enclosures that allow the owners or operators of
facilities to generate and/or use nitrogen oxides emissions reduction credits in accordance with the
requirements in such orders and Section 222-74-22 of the Regulations of Connecticut State Agencies for
the Abaternent of Air Pollution. Title 40 Code of Federal Regulations, Part 51.102 requires that the public
hearing be conducted and that the proposed State Order and supporting information be available for public
inspection.

Please recycle the material after 4:30 p.m. on Thursday, October 17, 2002. Please contact me at (860)
424-3702 if you have any questions. Thank you for your assistance.

Sincerely vours,

El abti puiA NS
ElizaBeth McAuliffe
Environmental Analyst IIT
Compliance and Field Operations
Bureau of Air Management

{Printed on Recycled Paper)
79 Elm Street « Hartford, CT 06106-5127

An Equal Opportunity Employsr + http.//dep. state.ct.us
Celebrating a Century of Forest Conservation Leadership




STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Mr. David Conroy

Unit Manager

Air Quality Planning and Standards
Office of Ecosystem Protection
U.S. EPA, EPA New England

. One Congress Street, Suite 1100
Boston MA 02114-2023

Re: Proposed State Implementation Plan for Revision

Dear Mr. Conroy:

"Enclosed please find proposed revision concerning the adoption into Connecticut’s SIP a number
of State Orders identified in the enclosures that allow the. owners or.operators.of facilitiesto---

‘generate and/or use nitrogen oxides emissions reduction credits in accordance with the
requirements in such orders and Section 22a-74-22 of the Regulations of Connecticut State
Agencies for the Abatement of Air Pollution. '

The public hearing to consider these State Orders will be held on Thursday, October 17, 2002 as
announced in the enclosed public hearing notice. The State Orders will be submitted as a
revision to Connecticut’s State Implementation Plan after the hearing record has closed and the
hearing officer has rendered the final decision.

Please do not hesitate to contact me at (860) 424-3702 should you have any questions or
comments concerning these State Orders.

Sincerely yours,

iz bt Tt 84f0.
Elizabéth McAuliffe
Environmental Analyst I
Compliance and Field Operations
Bureau of Air Management

Enclosures _ .
(Printed on Recycled Paper)

79 Elm Street » Hartford, CT 06106-5127
An Equal Oppbduni!y Employar - http://dep.state.ct.us
Celebrating a Century of Forest Conservation Leadership AE-507 6/11/01
1901 & 2001 :

a L '”--.,‘M" i .,-a-#u—-x.- .- g s - b




o o
STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Bristol Meyers-Squibb

Attn: Carl Noonan

PO Box 5100

Wallingford, CT 06492-7660

Dear Mr. Noonan,

I'have enclosed for your information a copy of notice of hearing regarding a revision to
Connecticut’s State Implementation Plan (SIP) for air quality.

The proposed revision concerns the adoption into Connecticut’s SIP a number of State Orders
identified in the enclosure that allow the owriers of Gperators of facilities to generate and/or use
nitrogen oxides emissions reduction credits in accordance with the requirements in such orders.
The public hearing is scheduled for Thursday, October_17,.2002_at_1:00_P.M. in the. Holcombe
Room at the Department of Environmental Protection Building, 79 Elm Street in Hartford, _

~ Connecticut, ' T

Please do not hesitate to contact me at (860) 424-3702 should you have any questions,

Sincerely yours,

Clng e bl Pcl-LHa
Elizabéth McAuliffe
Environmental Analyst III
Compliance and Field Operations

‘Bureau of Air Management

Enclosure:
Notice of Public Hearing

( Printed on Recycled Paper )
79 .Elm Street * Hartford, CT 06106 - 5127

http://dep.state.ct.us ~
An Equal Oppermnity Emplover AES306 - 6/20/01

elebrating Connecticut Coastal Resource Management: 1980 - 2000
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Allegheny Ludlum Corporation
Attn: Kevin Grant

Box 249

Wallingford, CT 06492

Dear Mr. Grant,

I have enclosed for your information a copy of notice of hearing regarding a revision to
Connecticut’s State Implementation Plan (SIP) for air quality.

The proposed revision concerns the adoption into Connecticut’s SIP a number of State Orders

identified in the enclosure that allow the owners or operators of facilities to generate and/or use
nitrogen oxides ernissions reduction credits in accordance with the requirements in such orders.

—.—— The public hearing is scheduled-for Thursday;October-17,-2002-at-1:00-P-M-in-the Holcombe——— -+~
Room at the Department of Environmental Protection Building, 79 Elm Street in Hartford,

Connecticut.

Please do not hesitate to contact me at (860) 424-3702 should you have any questions.

Sincerely yours,

(Lo lett Phectait o
Elizabeth McAuliffe
Environmental Analyst I
Compliance and Field Operations
Bureau of Air Management

Enclosure:
Notice of Public Hearing

( Printed on Recycled Paper)
7% Elm Street ¢ Hartford, CT 06106 - 5127

htip://dep.state.ct.us AE )
: An Equal Oppormnity Empioyer : & 506 - 6/20/01
@{mﬂng Connecricur Coastal Resource Managément: 1980 - 200
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STATE OF CONNECTICU
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Connecticut Jet Power, LLC
Attn: Thomas Walker, VP
PO Box 1001

Middletown, CT 06457

Dear Mr. Walker,

I have enclosed for your information a copy of notice of hearing regarding a revision to
Connecticut’s State Implementation Plan (SIP) for air quality.

The proposed revision concerns the adoption into Connecticut’s SIP a number of State Orders

identified in the enclosure that allow the owners or operators of facilities té generate and/or use

nitrogen oxides emissions reduction credits in accordance with the requirements in such orders.

The public hearing is scheduled for Thursday, October 17, 2002 at_1:00.P.M..in the-Holcombe

Room at the Department of Environmental Protection Building, 79 Elm Street in Hartford,
7 Coumecticat. CooTTmT T T ’

Please do not hesitate to contact me at (860) 424-3702 should you have any questions.

Sincerely yours,

= );m oz Ch edre B FHeClk
Daee | 4 Elizabéth McAuliffe
Environmental Analyst III
Compliance and Field Operations
Bureau of Air Management

Enclosure:
Notice of Public Hearing

{ Printed on Recycled Paper)
79 Elm Street * Hartford, CT 06106 - 5127

http://dep.state.ct.us AES ~
An Equal Opporrunity Emplover 306 6/—0/01

elebrating Connecticut Coastal Resource Management: 1980 - 2000 ]
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Wisvest-Connecticut LLC
Attn: Sally Kruse

12 Progress Drive, 2nd floor
Bridgeport, CT 06604

Dear Ms. Kruse,

I have enclosed for your information a copy of notice of hearing regarding a revision to
Connecticut’s State Implementation Plan (SIP) for air quality.

The proposed revision concerns the adoption into Connecticut’s SIP a number of State Orders
identified in the enclosure that allow the ownérs 6r operators of facilitiés t& generate and/or use
nitrogen oxides emissions reduction credits in accordance with the requirements in such orders.
eoie.._____The public hearing is scheduled for Thursday, October 17, 2002.at_ 1:00.P.M. in_the Holcombe
Room at the Department of Environmental Protection Building, 79 Elm Street in Hartford,
- Connecticut.

Please do not hesitate to contact me at (860) 424-3702 should you have any questions.

Sincerely yours,

Lliahott prratif
Elizabbth McAuliffe
Environmental Analyst III
Compliance and Field Operations
Bureau of Air Management

Enclosure:
Notice of Public Hearing

{ Printed on Recycled Paper)
79 Elm Street * Hartford, CT 06(06- 5127

htip://dep.state.ctus AES06 - 6/20/01

An Egual Opportunity Employer
elebrating Connecticut Coastal Resource Management: 1984 - 2000
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Wisvest-Connecticut, LLC
Attn: Robert Silvestri

1 Atlantic Avenue
Bridgeport, CT 06604

Dear Mr. Silvestri,

I'have enclosed for your information a copy of notice of hearing regarding a revision to
Connecticut’s State Implernentation Plan (SIP) for air quality.

The proposed revision concerns the adoption into Connecticut’s SIP a number of State Orders

identified in the enclosure that allow the owners or operators of facilities to generate and/or use

nitrogen oxides emissions reduction credits in accordance with the requirements in such orders.

The public_hearing is scheduled for Thursday, October 17,.2002.at_1:00.R.M..in-the Holcombe —
Room at the Department of Environmental Protection Building, 79 Elm Street in Hartford,

Connecticut. '

Please do not hesitate to contact me at (860) 424-3702 should you have any questions.

Sincerely yours,

Uhaketpmelilfle
Elizabéth McAuliffe
Environmental Analyst ITI
Compliance and Field Operations
Bureau of Air Management

Enclosure:
Notice of Public Hearing

( Printed on Recycled Paper)
79 Elm Street * Hartford. CT 06106 - 5127
hitp://dep. state.ct.us = )
An Equal Opporrunity Emplover f‘{ AES06 - 6/20/01

elebrating Connecticut Coastal Resource Management: 1980 - 2000 .




® | @
STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Borough of Naugatuck

Attn: The Honorable Mayor Joan B. Taf
229 Church Street

Naugatuck, CT 06770

Dear Mayor Taf,

I have enclosed for your information a copy of notice of hearing regarding a revision to
Connecticut’s State Implementation Plan (SIP) for air quality. '

The proposed revision concerns the adoption into Connecticut’s SIP a number of State Orders

identified in the enclosure that allow thé oWwnérs or operators of facilities to generate and/or use

nitrogen oxides emissions reduction credits in accordance with the requirements in such orders.

The_public_hearing_ is scheduled for Thursday,-October_17,-2002.at-1:00-B.M.-in-the-Holcombe
Room at the Department of Environmental Protection Building, 79 Elm Street in Hartford,

" Connecticut.

Please do not hesitate to contact me at (860) 424-3702 should you have any questions.

Sincerely yours,

g Im] L a‘j{&.ﬁ'&ﬂ W[)Lwc}/;[/_,\
Il _ Elizabdth McAuliffe
Environmental Analyst III
Compliance and Field Operations
Bureau of Air Management

Enclosure:
Notice of Public Hearing

{ Printed on Recycled Paper)
79 Elm Streer *  Hartford, CT 06106 - 5127

http:/fdep.state.ci.us AES06 - 6/20/01

An Equal Opporrunity Emplover
elebrating Connecticut-Coastal Resource Managementr: 1980 - 2000
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Cytec Industries, Inc.
Atm: Charles Cappannari
PO Box 425
Wallingford, CT 06492

Dear Mr. Cappannari,

I have enclosed for your information a copy of notice of hearing regarding a revision to
Connecticut’s State Implementation Plan (SIP) for air quality.

The proposed revision concems the adoption into Connecticut’s SIP a number of State Orders

identified’in the enclosure that allow the owners or operators of facilities to generate and/or use

nitrogen oxides emissions reduction credits in accordance with the requirements in such orders.

The public hearing is scheduled for Thursday, October 17,2002 at-1:00-B.M.-in-the Holcombe
Room at the Department of Environmental Protection Building, 79 Elm Street in Hartford,

"~ Connecticut.

Please do not hesitate to contact me at (860) 424-3702 should you have any questions.

Sincerely yours,

CLoa b Preciaty
Elizabéth McAuliffe re
Environmental Analyst III
Compliance and Field Operations
Bureaun of Air Management

Enclosure:
Notice of Public Hearing

( Printed on Recycled Paper)
79 Etm Stree:r = Hartford, CT 06106 - 5127

http://dep.state.ct.us AES06 - 6/20/01

‘ An Equal Opporiunity Emplover
elebrating Connecticut Coastal Resource Management: 1980 - 2000 B
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Dominion Nuclear Connecticut, Inc.

Attn: Paul M. Jacobson, Manager of Environmental Services
Millstone Power Station, Rope Ferry Road

Waterford, CT 6385

Dear Mr. Jacobson,

I have enclosed for your information a copy of notice of hearing regarding a revision to
Connecticut’s State Implementation Plan (SIP) for air quality.

The proposed revision concerns the adoption into Connecticut’s SIP a number of State Orders
~ identified in the enclosure that allow the owners ar operators of facilities to generate and/or use
nitrogen oxides emissions reduction credits in accordance with the requirements in such orders.

The public hearing is_scheduled for Thursday,-October17,-2002-at-1:00-P:-M—in-the-Holcombe

- Room at the Department of Environmental Protection Building, 79 Elm Street in Hartford,
" Connecticut.

Please do not hesifate 1o contact e at (860) 424-3702 should you have any questions.

Sincerely yours,

Chebe £ 7“@.55‘4?’—%_.
Elizabeth McAuliffe
Environmental Analyst ITE
Compliance and Field Operations
Bureau of Air Management

Enclosure:
Notice of Public Hearing

( Printed on. Recvcled Paper)
79 Elm Sireet ¢ Hartford, CT 06106 - 5127

http://dep.state.ct.us - _EM
An Equal Oppartunicy Employer - AE506 - 6/20/01




STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

US Naval Submarine Base/PWRP

Artn: Mike Brown

Rte 12 Crystal Lake Rd., Environment Dept, Box 39
Groton, CT 06349-5039

Dear Mr. Brown,

I have enclosed for your information a copy of notice of hearing regarding a revision to
Connecticut’s State Implementation Plan (SIP) for air quality.

The proposed revision concerns the adoption into Connecticut’s SIP a number of State Orders
identified in the enclosure that allow the owners or operators of facilities to generate and/or use
nitrogen oxides emissions reduction credits in accordance with the requirements iri such orders.

The. public_hearing_is scheduled forThursday,-October17-2002-at-1:00-P-M—in-the- Holeombe

Room at the Department of Environmental Protection Building, 79 Elm Street in Hartford,

"~ Connecticut.

Please do not hesitate to contact me at (860) 424-3702 should you have any questions.

Sincerely yours,

‘8)2‘1}01 E,L,,t Tt M M/ e
Date ' | Elizabéth McAuliffe
Environmental Analyst III
Compliance and Field Operations
Bureau of Air Management

Enclosure:
Notice of Public Hearing

{ Printed on Recycled Paper)
79 Elm Sireet = Hartford, CT 06106 - 5127

hup://dep.state.ct.us AE306 - 6/20/01

An Equal Opportunity Employer

elebrating Connecticut Coastal Resource Management: 1980 - 2000 .



STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

University of Connecticut/Storrs

Attn: George Kraus (Michael Pacholski, Fac. Engt/Com)
Box U338, 624 Gilbert Road Ext.

Storrs, CT 06269-3038

Dear Mr. Kraus,

I'have enclosed for your information a copy of notice of hearing regarding a revision to
Connecticut’s State Implementation Plan (SIP) for air quality.

The proposed revision concerns the adoption into Connecticut’s SIP a number of State Orders
identified in the enclosure that allow the owners or operators of facilities to generate and/or use
nitrogen oxides emissions reduction credits in accordance with the requirements in such orders.
The public-hearing.-is-scheduled-for Thursday; October17-2002-at-1:00-P-M-in-the-Holcombe
Room at the Department of Environmental Protection Building, 79 Elm Street in Hartford,

- Connecticut.

Please do not hesitate to contact me at (860) 424-3702 should you have any questions.

Sincerely yours,

- i .

= }1') o U detl 022 CLJ.;H,(_

Date ! | Elizaeth McAuliffe  *
Environmental Analyst III
Compliance and Field Operations
Bureau of Air Management

Enclosure:
Notice of Public Hearing

{ Printed on Recycled Paper)
79 Elm Street = Hartford, CT 06106 - 5127

. hitp://dep.siate.ct.us AES ,)
An Egual Opportunity Emplover 506 - 6/20/01
. &a!x’ng Connecticut Coastal Resource Management: 1980 - 2000




STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Stone Container Corporation
Attn: Lewis Armstrong

PO Box 1500

Uncasville, CT 06382

Dear Mr. Armstrong,

I have enclosed for your information a copy of notice of hearing regarding a revision to
Connecticut’s State Implementation Plan (SIP) for air quality.

The proposed revision concerns the adoption into- Connecticut’s SIP a number of State Orders
identified in the enclosure that allow the owners or operators of facilities to generate and/or use
nitrogen oxides emissions reduction credits in accordance with the requirements in such orders.
The-public-hearing-is-scheduled-for Thursday;-October17:-2002-at-1:00-P-M=-in-the-Holcombe
Room at the Department of Environmental Protection Building, 79 Elm Street in Hariford,

Connecticut.

"Pleasé do not hesitate to contact me at (860) 424-3702 should you have any questions.

Sincerely yours,

6\ 2‘\) LU C‘!}@L-a':n P Ch b
Daee | | Elizabeth McAuliffe
Environmental Analyst Il
Compliance and Field Operations
Bureau of Air Management

Enclosure:
Notice of Public Hearing -

( Printed on Recycled Paper)
79 Elm Street -* Hartford, CT 06106 - 5127

hiep://dep.siate.ct.us AES06 - 6/20/01

An Egual Opportunity Employer
‘ elebrating Connecticut Coastal Resource Managemeni: 1980 - 2000




STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Sikorsky Aircraft Corporation
Attn: Mark Halvorsen .
6900 Main Street

Stratford, CT 06497-9129

Dear Mr. Halvorsen,

I have enclosed for your information a copy of notice of hearing regarding a revision to
Connecticut’s State Implementation Plan (SIP) for air quality.

The proposed revision concerns the adoption into Connecticut’s SIP a number of State Orders
identified in the enclosure that allow the owners or operators of facilities to generate and/or use
nitrogen oxides emissions reduction credits in accordance with the requirements in such orders.

The-public-hearing-is scheduled-for-Thursday;-October-17,-2002-at-1:00-P:M=in-the-Holcombe

Room at the Department of Environmental Protection Building, 79 Elm Street-in Hartford, .
Connecticut.

Plase do not hesitate to contact me at (360) 424-3702 should you have any questions.

Sincerely yours,

6] 21 o Cd o mM{LQ_

Date ! | Elizab€th McAuliffe
Environmental Analyst III
Cormpliance and Field Operations

Bureau of Air Management

Enclosure:
Notice of Public Hearing

( Printed on Recycled Paper)
7% Elm Streetr * Hartford, CT 06106 - 5127

htip://dep state.ct.us AES06 - 6/20/01

An Equal Opportunity Emplover
‘ elebrating Connecticut Coastal Resource Management: 198¢ - 2000 ‘
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Norwalk Power LLC

Attn: Peter Acimovic
Manresa Island Avenue
South Norwalk, CT 06854

Dear Mr. Acimovig,

I have enclosed for your information a copy of notice of hearing regarding a revision to
Connecticut’s State Implementation Plan (SIP) for air quality.

The proposed revision concerns the adoption into Connecticut’s SIP a number of State Orders
identified in the enclosure that allow the owners or operators of facilities to generate and/or use
nitrogen oxides emissions reduction credits in accordance with the requirements in such orders.
The-public hearing-is-scheduled-for-Thursday; October-17;-2002-at1:00 P-M~in-the-Holcombe

Room at the Department of Environmental Protection Building, 79 Elm Street in Hartford, .
Connecticut. :

Please do not hesitate to contact me at (860) 424-3702 should you have any questions.

Sincerely yours,

B I 27 } oL : Z’,MM'?%E,CL%
Elizabeth McAuliffe
Environmental Analyst III
Compliance and Field Operations
Bureau of Air Management

Enclosure:
Notice of Public Hearing

( Printed on Recycled Paper)
7% Elin Street * Hartford, CT 06106 - 5127

hitp://dep.state.cl.us AES506 - 6/20/01

An Egqual Oppormunity Employer
elebrating Connecticut Coastal Resource Managemenit: 1980 - 2000
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Devon Power LLC
Attn: Alan Rice
PO Box 2218
Milford, CT 06460

Dear Mr. Rice,

I have enclosed for your information a copy of notice of hearing regarding a revision to
Connecticut’s State Implementation Plan (SIP) for air quality.

The proposed revision concerns the adoption into Connecticut’s SIP a number of State Orders
identified in the enclosure that allow the owners or operators of facilities to generate and/or use
nitrogen oxides emissions reduction credits in accordance with the requirements in such orders.
The public hearing is scheduled for Thursday, October 17, 2002 at 1:00 P.M. in the Holcombe

Room at the Department of Environmental Protection Building, 79 Elm Street in Hartford,

~ Connecticut.

Please do not hesitate to contact me at (860) 424-3702 should you have ah?iquestions.

Sincerely yours,

B ‘ 21 ] 2. ' E‘Z\ra.(x:tt 777:0'—#;/12_,
Date | } Elizabeth McAuliffe
Environmental Analyst I11
Compliance and Field Operations
Bureau of Air Management

Eunclosure:
Notice of Public Hearing

( Printed on Recycled Puper)
7% Eim Street * Hartford, CT 06106 - 35127

hitp:f/idep.state.ct.us ‘ 5
An Equal Oppaoriuniry Emplover AE506 - 6/20/01
&aﬁng Connecticut Coastal Resource Management: 1980
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Montville Power LLC
Attn: Lee McFalls
74 Lathrop Road
Uncasville, CT 06460

Dear Lee McFalls,

I have enclosed for your information a copy of notice of hearing regarding a revision to
Connecticut’s State Implementation Plan (SIP) for air quality.

The proposed revision concerns the adoption into Connecticut’s SIP a number of State Orders_
identified in the enclosure that allow the owners or operators of facilities to generate and/or use
nitrogen oxides emissions reduction credits in accordance with the requirements in such orders.

The public hearing is scheduled for Thursday, October 17, 2002 at 1:00 P.M. in the Holcombe

Room at the Department of Environmental Protection Building, 79 Elm Street in Hartford, .. . __
Connecticut.

Please do not hesitate o contact me at (860) 424-3702 should you have any questions.

Sincerely yours,

B !’»‘\’l O E:ﬁ,«.',@tttt ma@:/_}(,
Date ' | Elizafeth McAuliffe
Environmental Analyst II
Compliance and Field Operations
Bureau of Air Management

Enclosure:
Notice of Public Hearing

( Printed on Recycled Paper)
79 Elm Street * Hartford, CT 06106 - 5427

hitp://dep.state.ct.us )
An Egual Gppornunity Emplover 5 AE506 - 6/20/01
elebrating Connecticut Coastal Resource Managemeni: 1980 - 2000
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Middletown Power LI.C
Attn: Dan Bergeron
1866 River Road
Middletown, CT 06457

Dear Mr. Bergeron,

I have enclosed for your information a copy of notice of hearing regarding a revision to
Connecticut’s State Implernentation Plan (SIP) for air quality.

The proposed revision concerns the adoption into Connecticut’s SIP a number of State Orders _
identified in the enclosure that allow the owners or operators of facilities to generate and/or use
nitrogen oxides emissions reduction credits in accordance with the requirements in such orders.
The public hearing is scheduled for Thursday, October 17, 2002 at 1:00 P.M. in the Holcombe
Room at the Department of Environmental Protection Building, 79 Elm Street in Hartford,
Connecticut.

Please do not hesitate to contact me at (860) 424-3702 should you have any questions.

Sincerely yours,

8 }‘:ﬂ |ov Cliabtl g ity
Date ' * E]iza}Séth McAuliffe
Environmental Analyst III
Comphance and Field Operations
Bureau of Air Management

Enclosure:
Notice of Public Hearing

( Printed on Recvcled Paper)
79 Elm Street * Hartford. CT 06106 - 5127

htip://dep.state.ct.us AES06 - 6/20/01

An Equal OQpportunity Emplover

elebrating Connecticut Coastel Resource Mandgement: 1980 - 2000 53 . . )
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Combustion Engineering, Inc. (ABB Alstom Power Inc.)
Attn: Keith Knauerhase, Environmental Coordinator

PO Box 500

Windsor, CT 06095-0500

Dear Mr. Knauerhase,

Thave enclosed for your information a copy of notice of hearing regarding a revision to
Connecticut’s State Implementation Plan (SIP) for air quality.

The proposed revision concerns the adoption into Connecticut’s. SIP a number of State Orders
‘identified in the enclosure that allow the owners or operators of facilities to generate and/or use
pitrogen oxides emissions reduction credits in accordance with the requirements in such orders.
The public hearing is scheduled for Thursday, October 17, 2002 at 1:00 P.M. in the Holcombe
~Room at the Department of Environmental Protection Building,.79 Elm Street in Hartford, -~ ---
Connecticut.

"“Please do not hesitate to contact me at (860) 424-3702 should you have any questions.

Sincerely yours,

5 /L’*"! o2 Db bt 772 crl ffa
! Elizabiéth McAuliffe
Environmental Analyst III
Compliance and Field Operations
Bureau of Air Management

Enclosure:
Notice of Public Hearing

( Printed on Recvcled Paper)
79 Elm Street * Hartford, CT 06106 - 5127

hitp:/fdep state.ct.us ' -
An Equel Opporiuenity Employver AES06 - 6/20/01
Gbmnng Gonnecticut Coas:a! Resaurcﬁ Jﬂanagemenf 1980 -nZOQO i o . . .
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| STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Connecticut Resources Recovery Authority
Attn: Peter Egan

106G Constitution Plaza, 17th floor
Hartford, CT 06103-1722

Dear Mr. Egan,

I have enclosed for your information a copy of notice of hearing regarding a revision to
Connecticut’s State Implementation Plan (SIP) for air quality.

The proposed revision concerns the adoption into Connecticut’s SIP a number of State Orders __
identified inthe enclosure that allow the owners or operators of facilities to generate and/or use
nitrogen oxides emissions reduction credits in accordance with the requirements in such orders.
The public_hearing.is-scheduled. for-Thursdays October-17+-2002-at-1:00-P-M=inthe-Holcombe
Room at the Department of Environmental Protection Building, 79 Elm Street in Hartford,

Connecticut.

~ T Please do fiot hesitate to contact me at (860) 424-3702 should you have any questions.

Sincerely yours,

8120 o Ui btz me Cdipfe
Date ! ¢ Elizathth McAuliffe
Environmental Analyst ITI
Compliance and Field Operations
Bureau of Air Management

Enclosure:
Notice of Public Hearing

( Printed on Recycled Paper)
7% Elm Street * Hartford, CT 06106 - 5127

hup://dep.state.clus AES06 - 6/20/01

An Equal Oppormunity Emplover
elebrating Connecticut Coastal Resource Managemeni; 1980 - 2000 B




. . | Exrhibit3i
STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

DELEGATION OF HEARING OFFICER

In accordance with the provisions of Section 22a-2 of the Connecticut General Statutes,
Elizabeth McAuliffe of the Bureau of Air Management, is hereby appointed as Hearing Officer.
Said Officer is responsible for conducting a hearing on October 17, 2002 and developing a
proposed recommendation regarding proposed revisions and orders authorizing use and/or
generation of emission reduction credits (ERCs) of oxides of nitrogen (NOXx) in accordance with
the requirements in such orders. These amendments will be submitted to the U.S. Environmental
Protection Agency (EPA) for their review and approvat as a revision to the State Implementation
Plan (SIP) for air quality as required by the Clean Air Act Amendments of 1990. This hearing
concerns the following Trading Agreement and Orders:

1) Dominion Nuclear Connecticut, Inc., Waterford — Orders 8221 and 8222

2) Northeast Nuclear Energy Company, Waterford — Order 8107, Modification No. 2

3) Connecticut Resources Recovery Authority, Hartford — Order 1494A

4) Cytec Industries Inc., Wallingford — Order §114, Modification No. 2

5) Borough of Naugatuck, Naugatuck — Order 1626

6) Wisvest-Connecticut, LLC, Bridgeport — Order 8177, Modification No. 1

7) Wisvest-Connecticut, LLC, New Haven — Order 8176, Modification No. 1

8) Connecticut Jet Power, Branford, Cos Cob, Torrington — Orders 8180 and 8180,
Modification No. 1

9) Allegheny Ludlum Corporation, Wallingford — Order 8188

10) Bristol Meyers Squibb, Wallingford — Order 8220

11) Combustion Engineering, Windsor — Order 8154, Modification No. 3

12) Middletown Power LLC, Middletown — Orders 8213, 8214, 8215, 8182 and 8227

13) Montville Power LLC, Montville ~ Orders 8216, 8217, and 8183

14) Devon Power LLC, Milford — Orders 8218 and 8181

15) Norwalk Power LLC, Norwalk — Orders 8219 and 8184

16) Sikorsky Aircraft Corporation, Stratford — Order 8120

17) Stone Container Corporation, Montville — Order 8124 -

18) University of Connecticut, Mansfield — Orders 81135, Mo.f/1 and 8115A

19) US Naval Submarine Base, Groton — Order 8201 v
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Date "Arthur J. Rggque, Jr. ==
Commissigher
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

HEARING CERTIFICATION

This is to certify that in accordance with the provisions of Title 40 Code of Federal Regulations
Part 51.102, the following actions occurred:

1.

On September 16, 2002 the Department of Environmental Protection (Department)
caused to be published a notice of intent to revise the State Implementation Plan for Air
Quality (SIP). This proposed SIP revision includes Consent Orders and Trading
Agreements and Orders that allow the owners or operators to generate and/or use
nitrogen oxides emissions reduction credits in accordance with the requirements in such
orders.

. In accordance with such notice, materials related to the public hearing were available for

inspection and review in each Air Quality Control Region in the State of Connecticut;

. In accordance with such notice, the Department held a public hearing on October 17,

2002 at the offices of the Department at 79 Elm Street, Hartford CT,

Copies of the proposed SIP revision were mailed on August 28, 2002 to the Directors of
the air pollution control agencies in New York, New Jersey, Massachusetts and Rhode

. Island;

. Copies of the proposed SIP revision was mailed on September 4, 2002 to Donald Dahl

and Manager Steve Rapp, Office of Ecosystem Protection, EPA New England.

The public notice was published as follows:

Newspaper AQCR Date

Connecticut Post 43 9/16/02
New London Day 41 916/02
The Register Citizen - 44 : 9/16/02

Hartford Courant 42 9/16/02

Chpb MY Y i1
October 23, 2002 Elizafeth I H. McAuliffe 77
Environmental Analyst IIT
Bureau of Air Management

(Printed on Recycled Paper}
79 Elm Street + Hariford, CT 06106-5127

An Egqual Opportunity Employer « htip/dep.state.ct.us
Celebrating a Century of Forest Conservation Leadership
1901 & 2001

Lt e R SR R




® o
STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Hearing Report

Hearing Date: October 17, 2002
Hearing Officer: Elizabeth McAuliffe

Revision to:
The Connecticut State Implementation Plan for Air Quality concerning the following proposed
Trading Agreements and Orders, Consent Orders, and Modifications.
Dominion Nuclear Connecticut, Inc., Waterford — Orders 8221 and 8222
Northeast Nuclear Energy Company, Waterford — Order 8107, Modification No. 2
Connecticut Resources Recovery Authority, Hartford — Order 1494A
Cytec Industries Inc., Wallingford — Order 8114, Modification No. 2
Borough of Naugatuck, Naugatuck — Order 1626
Wisvest-Connecticut, LLC, Bridgeport - Order 8177, Modification No. 1
Wisvest-Connecticut, LL.C, New Haven — Order 8176, Modification No. 1
Connecticut Jet Power, Branford, Cos Cob, Torrington — Orders 8180 and 8180,
Modification No. 1
Allegheny Ludlum Corporation, Wallingford — Order 8188
Bristol Meyers Squibb, Wallingford — Order 8220
Combustion Engineering, Windsor — Order 8154, Modification No. 3
Middletown Power LLC, Middletown — Orders 8213, 8214, 8215, 8182 and 8227
Montville Power LLC, Montville -~ Orders 8216, 8217, and 8183
Devon Power LLC, Milford ~ Orders 8218 and 8181
Norwalk Power LLC, Norwalk — Orders 8219 and 8184
Sikorsky Aircraft Corporation, Stratford — Order 8120
Stone Container Corporation, Montville — Order 8124
University of Connecticut, Mansfield — Orders 8115, Modification No 1 and 8115A
US Naval Submarine Base, Groton — Order 8201

L. Summary

On September 16, 2002, the Connecticut Department of Environmental Protection (Department) published
a notice of intent to revise the State Implementation Plan (SIP) for air quality through 23 Orders and 7
Modifications concerning the Connecticut emissions reduction credit trading program, an economic
incentive program, allowing the generation and use of discrete emission reduction credits (DERCs) for
nitrogen oxides (NOx) Reasonably Available Control Technology (RACT) as a compliance alternative.
This economic incentive program, effective May 31, 1995, is specified in Section 22a-174-22 of the
Regulations of Connecticut State Agencies (Regulations) and meets the requirements of the Clean Air Act
Amendments (CAAA) of 1990 and 40 CFR Part 51, Subpart U. This economic incentive program is
approved by the U.S. Environmental Protection Agency (EPA) as a compliance alternative to emission
controls for complying with NOx standards.

The proposed SIP revision was the subject of a public hearing held on Thursday, October 17, 2002, in the
Holcombe Room at 79 Elm Street, Hartford, Connecticut. The Department delegated hearing officer was
Eitzabeth McAuliffe. In attendance at the hearing were Elizabeth McAuliffe of the Department; Robert
Silvestri , Wisvest Connecticut; Carl Noonan, Bristol-Myers Squibb; Lewis G. Armstrong, Smurfit-Stone
Container Corp.; Steven G. Homn, Dominion-Millstone; Steven Yates, Connecticut Resources Recovery
Authority; Robert Spooner, NRG Middletown Operations; Michael Pacholsky and Gene Roberts,
University of Connecticut; Mark S. Halvorsen, Sikorsky Aircraft; and Mark Bobman, Bristol Resource
Recovery Facility Operating Committee (BRRFOC). Written comments were accepted until 5:00 PM,
October 31, 2002.

{Printed on Recycled Paper)
79 Etm Street - Hartford, CT 08108-5127

An Equal Opportunity Employer + hiip.//dep.state.ct.us
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This hearing report includes a summary of oral and written comments on the proposed SIP revision, the
Department’s response to the comments and any recommended changes to the proposed SIP revision. A
transcription of the hearing and copies of the written comments received are available from the Department
upon request.

IL Written Comment
.
A single written comment was received by the Department on the proposed SIP revision. That comment
~ " and Departriiént’s response ate, as follows:

Trading Agreement and Order No. 8115A University of Connecticut — Roland Severance, P.E.
Air Pollution Control Engineer III for the Emissions Trading Unit, Compliance and Field
Operations Division, in the Department’s Bureau of Air Management indicated that the heat
input of 111.1 MMBtw/hr listed in Table 1 of Trading Agreement and Order No. 8115A for
boiler number 2 is incorrect. He indicated that the heat input should be corrected to 86.25
MMBunvhr.

Response: Based upon the most recent stack test for boiler number 2, it is clear that a heat
input of 111.1 MMBuu/hr is incorrect. Therefore, it is recommended that the Department
modify Table 1 of Trading Agreement and Order No. 81154 to reflect the correct heat input
Jor boitler number 2 of 86.25 MMBtu/hr.

1v. Oral Comment

A single oral comment was received by the Department on the proposed SIP revision. That comment and
Department’s response are, as follows:

Steven G. Homn, Dominion-Millstone. Trading Agreement and Order 8107, Modification No, 2
was superceded by Trading Agreement and Order No, 8222. Does this point need to be made?

Response: This is an important point. However, it does not require any revision to this proposed
SIP package. Due to the timing of this SIP hearing, some of these Trading Agreements and
Orders are no longer the compliance method being utilized by the owners and operators of the
sources generating DERCs or using DERCs to comply with Section 22a-174-22 of the
Regulations. However, the current compliance methods, which are approved by the Department
and are stated in new Trading Agreements and Orders and modifications to existing Trading
Agreements and Orders will have to be proposed in SIP hearings in the future in order to reflect
the updated ownership and operational information for the subject sources.

IV. Conclusion

Based upon the comments submitted to the Department and the responses addressed in this hearing report, [
recommend the proposed SIP revision be submitted by the Commissioner of Environmental Protection to
the Administrator of the U.S. Environmental Protection Agency as a revision to the Connecticut State
Implementation Pian for Air Quality.

it]2]ew Chee et g2, W (L b g
Date ' | Elizabéth I. H. McAuliffe 7
Hearing Officer




Exhibit 4

REVISION TO THE STATE IMPLEMENTATION PLAN
STATE OF CONNECTICUT
FOR SINGLE SOURCE COMPLIANCE WITH CONNECTICUT
EMISSION LIMITS ON OXIDES OF NITROGEN
- Section 22a-174-22 Regulations of Connecticut State Agencies s
THROUGH USE OF DISCRETE EMISSION REDUCTION CREDITS (DERCs)

" Dominion Nuclear Connectlcut Inc
Trading Agreement and Order No. 8221

May 2002
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PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

The following criteria were developed using U. S. Environmental Protection Agency's (EPA)
State Implementation Plan (SIP) Completeness criteria found in Appendix V to 40 Code of
Federal Regulations, Part 51, and using the requirements of the Economic Incentive Program
(EIP) Final Rule, 40 Code of Federal Regulations Part 51.493; published April 7, 1994, 59 FR

16690.

'A. PROGRAM SCOPE

Part I of this narrative is generic for Connecticut’s program. Part II of this narrative is specific to
the individual source involved!and may be for one or more of the following: creation, use or
averaomg of credits, mcludlng discrete emission reduction credits (DERCS) and allowances.

EPA has set forth its guidance for DERCs in EIP guidance de&gned to cover an entire range of
market-based_approaches.for stationary and mobile_sources, one.of which is emissions trading

including the creation of DERCs from nitrogen oxides (NOx) control and the use of DERCs to

___meet NOx Reasonably Available Control Technology (RACT) requirements. Creation of )
__DERCs for use in compliance with the NOx RACT rules meets the criteria for such programs set
forth in the EIP rules. DERC creation is a type of emissions-limiting strategy, as that term is

used in EPA’s EIP guidance.

The present scope of this program includes approval of creation and use of specific discrete
emission reductions from a single source, and thereby define them retrospectively as DERCs for
use or trading until May 1, 2003 by sources for compliance with the Regulations of Connecticut
State Agencies (Regulations), Section 22a-174-22, regarding control of NOx. Record keeping
and monitoring by the Department, as described below, will allow an accurate retrospective
assessment of the number of major sources creating and/or using NOx DERCs as a method of
compliance. The DERC creator and user must comply with all other applicable local, state and

federal laws and regulations.
B. STATEMENT OF GOALS AND RATIONALE

The goal of the emissions trade is to lower the cost of compliance with NOx control
requirements. The purpose of approving emission reductions as DERC:s is to encourage the over
control of emissions, below the lower of actual or allowable emissions, and to provide affected
sources the flexibility of an altenative mechanism for meeting environmental requirements as
envisioned by the Connecticut NOx RACT regulations (Section 22a-174-22 of the Regulations).

An advantage of this mechanism is the incentive it provides sources of air contaminant emissions
to reduce their emissions below the limits that are established under traditional command and
control regulatory programs. It also improves rule effectiveness by allowing for more timely rule
compliance because more options are available to the regulated source. DERC trading is intended
to benefit both the environment and the regulated entities and can achieve equal or better




environmental results at a lower cost than traditional regulatory approaches.

Creation or use of DERCs in compliance with Section 22a-174-22 of the Regulations will not
interfere with reasonable-further-progress (RFP) demonstrations filed with EPA by the State of
Connecticut. Indeed, the program should assist the DEP in advancing RFP. The DERC creator
and user of DERC:s, will continue to report actual emissions. The state inventory will reflect
shutdowns or actual emissions as determined from an approved baseline of emissions indicated
in each Trading Agreement and Order. The DEP monitors the generation of DERCs and the
eventual use of DERCs and conducts a yearly audit of the program.

DERCs produced by the above-described methodology are real, quantifiable, surplus, permanent
and enforceable, as required by EPA EIP guidance. Specifically, the reductions are:

Real because they result in a reduction of actual emissions released into the air, net of any
consequential increase in actual emissions resulting from shifting demand. The emission
reductions are properly measured, recorded and reported.

77 Quantifiable because they are based on an appropriate reIiEElq:_é_ng_i_ replicable protocol, providing

the rate and total ﬁihss'afﬂc;ﬁ]lT of reduction.

Surplus because they are not required by any Connecticut Statute or regulation mandated by a
current State Implementation Plan (SIP), and are not currently relied upon in any applicable
attainment plan, any reasonable further progress plan or milestone demonstration.

Permanent because the advanced control systems are in place and operating and an appropriate
tracking system is in place to monitor use of DERCs.

Enforceable because the DERCs are approved by the Commissioner retrospectively.

Creation and subsequent use of DERCs should be viewed as a program that operates within the
known constraints of RFP, the NOx rule, and other SIP requirements. Restrictions on the use of
DERCs will address concemns about RFP and attainment in a context of intertemporal frading.
Specifically, the Commissioner will require that:

The DERCs must be certified by the Department prior to use.

DERCs generated during non-ozone season months may not be used during the ozone
season. Only the DERCs produced during ozone-season months of May through
September are available for use during the ozone season.

DERC:s are presently authorized only for the purpose of compliance with Section 22a-
174-22 of the Regulations for use before May 1, 2003.

Written permission must be obtained from the Commissioner before DERCs are utilized




by sources. Upon approval by the Commissioner, however, such DERCs may be used by
sources with valid Trading Agreement and Orders authorizing such use.

On an overall state basis, improved NOx rule-effectiveness will assure that any excess in the
number of DERCs used as compared to those created during any particular time period will not

have a significant impact on projected reductions of NOx. Careful tracking and monitoring of
DERC generation arid use will allow timely program changes, as required.

Use of DERCs will not jeopardize RFP since the state's NOx rule emission limits for the sources
creating and/or using DERCs are more stringent than EPA's NOx RACT guidance (57 FR 55620,

November 25, 1992) and, therefore, a reduction beyond that federally-required will be occurring.

A yearly audit and on-going tracking and monitoring of DERC use and creation by the state will
. allow for timely program changes if the use of DERCs exceeds their creation by a significant
amount. A full program assessment will be conducted and the program may be extended beyond
April 30, 2003.

The creation and use of DERCs improves the probability of the-RFP-demonstratien-as-a-result of —
‘a combination of factors including seasonal shifting f NOx emissions from summer to winter; a--
minimum ten (10) percent retirement of DERCS UpoT their creation to assure a benefitto the- -
environment and the inventorying of DERCs prior to use. There may be some environmental
benefit from removing NOx and other pollutants from the air at a time when emissions were at
higher levels and using them at a later time. Taken together, these benefits qualify as exceptional

under EIP requirements.

C. BASELINE

The program baseline is the Connecticut 1990 base year ozone emission inventory. This
inventory is the benchmark against which early emission reductions are measured by the state
and serve as the starting point from which to generate a projected inventory for the ozone season
used in the ozone attainment demonstration analysis. Finally, it is the basis for the evaluation of
potential control strategies to meet the Clean Air Act mandates to reduce emissions. For
individual sources the baseline will be the lower of actual or allowable emissions.

D. MONITORING, RECORD KEEPING AND REPORTING REQUIREMENTS

Subject sources will comply with the applicable provisions of Section 22a-174-22(k) of the
Regulations, Emissions Testing and Monitoring and Section 222-174-22(I) of the Regulations,
Reporting and Record keeping. Records will be maintained for a minimum of five (5} years, and
will be made available during normal working hours for review by the Department upon request.

An accounting of the use of all DERC:s created and approved by the Department will be provided
to the Commissioner no later than March 1 of every year for the preceding calendar year. This
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reporting will be in a form prescribed by the Commissioner and will be used by the Department
to audit the program, to assure that DERCs are used only once, and to represent the DERCs and
their use in required EPA modeling, demonstration and reporting requirements.

The effects of the use of DERCs will be monitored by the state using an enhanced inventory
reporting procedure. Reporting for purpose of DERC use and for the annual emission inventory
program must be done on the same basis to address baseline accounting issues. Particular
emphasis 1 placed on the relationship of the creation and use of DERCs to determine if
additional restrictions are needed to assure that the use of DERCs does not jeopardize RFP.
After issuance of each Trading Agreement and Order the source using DERCs agrees to have
sufficient approved DERC:s in its possession at all times to provide for operation for the current
calendar month. At a minimum, any excess emissions not on hand, prior to use by an individual
source are corrected by requiring the source to retire the number of DERCs that should have been
on hand prior to use and an additional 100%. The Commissioner has provided notice to air
pollution control agencies of all adjacent states of this SIP revision.

E. IMPLEMENTATION SCHEDULE

Once approved, DERCS created may be used for approved purposes for compliance with the
" NOX rule through April 30, 2003.

F. ADMINISTRATIVE PROCEDURES

This action will be submitted to EPA for their review and approval as a revision to the SIP for air
quality, as required by the Clean Air Act. The authority to adopt this revision is granted by
Section 22a-6 of the Connecticut General Statutes (CGS). Public notice has been provided as
required in CGS Sections 22a-6, 4-168 and 40 Code of Federal Regulations Part 51.102.

G. ENFORCEMENT MECHANISMS

Compliance is determined based upon emissions records, monitoring data, stack testing, DERC
ownership and use records and compliance with the Trading Agreement and Order. Conditions
of the DERC Trading Agreement and Order will be subject to enforcement procedures and
penalties under Sections 22a-174-12 and 22a-174-22 of the Regulations.

H. AUDIT AND RECONCILIATION

The State of Connecticut will monitor the effects of creation and subsequent use of DERCs by
using the reporting procedures required herein. A summary of the creation and use of DERCs
will be prepared each year along with an audit of each source, which is conducted every spring,
and the program’s overall performance is audited annually. Particular emphasis is placed on the
relationship of the creation and use of DERCs to determine if additional restrictions are needed
to assure that the use of DERCs does not jeopardize RFP. Tracking and monitoring of DERC
use and creation will allow timely changes, if necessary. A complete review of the program has
been undertaken and extension of the program through April 30, 2003 is found to be desirable.




Another program review will be conducted before the prograrh is extended beyond Apnl 30,
2003.

PART 2. DESCRIPTION OF DERC CREATION AND/OR USE
By Trading Agreement and Order 8221

A. Administering Agency:
The State of Connecticut
Department of Environmental Protection
Bureau of Air Management

B. Pollutant and Regulatory Standard Affected :
- ---NOx, Section 22a-174-22 of the Regulations of Connecticut State Agencies

C. Source:

5 emergency generators for the three nuclear reactors
~ (There are 11 generators, but only 5 generators are in the Trading program)
Dominion Nuclear Connecticut, Inc
Rope Ferry Road
Waterford, CT
D. Designated Representative:
Contact: Gary Johnson
Title: Supervisor of Environmental Services

Phone:  860-477-1791 (0757)

E. Nonattainment Area Classification:  Serious

F. Summary of Compliance

Time Period: On and after the issuance of the Consent Order to May 1, 2003

Purpose: NOx Emission compliance
Estimate of Annual DERCS needed: 4.13 ozone DERCs and 1.45 non-ozone DERCs in 2001.

Recordkeeping and Reporting

DNC is required to make and keep records of the amounts of all fuel and approved DERCs
used by each generator each month; shall maintain and provide such records.




DNC, no later than March 1, 2002, 2003 and 2004, is required to include with its annual
emissions report to the Commissioner, DERCs used, by ozone and non-ozone seasons, for
the previous calendar year and the monthly rate of fuel consumption for the generators and
DERC:s used by the generators.

DNC is required to keep records and supporting documentation as described in this
section for a minimum of five years, commencing on the date such records are created.

DNC is required to keep documentation to demonstrate that DERCs used during the
ozone season were generated during the ozone season. The ozone season is from May 1
through September 30 in any calendar year. Generator certification of this fact shall be
sufficient.

DNC is required to submit the records specified above to the Commissioner within thirty
(30) days of receipt of a written request from the Commissioner.

G. Description of Compliance

Dominion Nuclear Connecticut, Inc. owns and operates Millstone Nuclear Power Station at Rope Ferry
Road, Waterford, Connecticut (facility). This facility was previously regulated under Trading Agreement
and Order 8152 and DNC acquired the facility from Northeast Nuclear Energy Company. At the facility,
DNC operates eleven (11) emergency generators for the three (3) nuclear reactors to provide electricity
to the reactors operating equipment when normal electricity is unavailable. Due to the Nuclear
Regulatory Commission (NRC) requirements for emergency generator readiness DNC may be required
in the future to perform scheduled testing of the emergency generators on days for which the
Commissioner has forecast that ozone levels will be moderate to unhealthful, unhealthful or very
unhealthful. Due to the above mentioned testing requirement, pursuant to Subdivision (5) of Subsection
(b) of Section 22a-174-22 of the Regulations of Connecticut State Agencies (Regulations) five (5) of the
emergency generators are subject to Subsections (d) through (k) of Section 22a-174-22 of the
Regulations pertaining to the control of NOx emissions. Pursuant to the Department’s policy statement
entitled; Credit Trading for Sources With Irregular NOx Emissions, revised on F ebruary 27, 2001, the
five (5) emergency generators listed in the Trading Agreement and Order 8221 DNC - FLERs and NOx
Emission Rates Table have peak daily NOx emissions greater than three times the average daily
emissions during the ozone season and are therefore considered sources with irregular NOx emissions.
Pursuant to Subsection (j) of Section 22a-174-22 of the Regulations, DNC will acquire approved DERCs
to offset excess NOx emissions from the 5 generators. DNC intends to continue acquiring approved
DERC:s as needed to comply with the Trading Agreement and Order 8221. DNC shall document and
record the amounts of all fuel used by the 5 generators, which are peaking units, each day and the
number of DERCs used for the ozone season (from May 1 through September 30 of each year) and non-
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ozone season (the remainder of the year).

H.Source of DERCs:

On and after the date of issuance of the Trading Agreement and Order, and prior to May 1, 2003 or until
DNC achieves compliance with the emission standards in Section 22a-174-22(e) of the Regulations,
whichever occurs earlier, DNC shall have in its possession required, approved DERCs. Before the first day
of each month, the source shall calculate projected DERCs required for the next calendar month for the 5
generators as required by the Trading Agreement and Order 8221. No later than the tenth day of each
month, the source shall calculate DERCs used in the preceding calendar month for the 5 generators as

required by the Trading Agreement and Order 8221.
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

THE MATTER OF

STATE OF CONNECTICUT TRADING AGREEMENT
AND AND ORDER NO. 8221

DOMINION NUCLEAR
CONNECTICUT, INC.

Whereas, the Commissioner of Environmental Protection ("Commigsioner')
and Dominion Nuclear Connecticut, Inc. (“DNC”) agree that it is in the
public interest that they work cooperatively to improve the air cqualicy
within the State of Connecticut and that the use of discrete emission
reduction credit ("DERC") trading to reduce nitrogen oxide {"NOx")
emissions will achieve this result in a timely and cost-effective manner:

At the reguest and with the agreement of DNC, the Commissioner
finds the following: .

1. On or about March 30, 2001, DNC will acquire from Northeast
Nuclear Ener Company ("NNECO”) and then own and operate the
Millstone Nuclear Power Station at Rope Ferry Road, Waterford,
Connecticut{“facility").

At the facility, DNC will operate eleven (11) emergengg
generators for the three (3) nuclear reactors to provide
electricity to the reactors’ operating equipment when normal
electricity is unavailable. These emergency generators are
identified in Exhibit 1 attached hereto and incorporated by
reference into this Trading Agreement and Order.

Due to the stringent Nuclear Regulatory Commission (*NRC")
requirements for emergency generator readiness, NNECO has 1in
the past, and DNC may be required in the future, to perform
scheduled testing of the emergency generators on days for
which the Commissicner has forecas:t that ozone levels will be
‘moderate to unhealthful”, “unhealthful” or *“very unhealthful®.

Due to the above mentioned testing requirement, pursuant to
Subdivision (5) of Subsection (b) of Section 22a-174-22 of the -
Regulations of Connecticut State Agencies ("Regulations”),
eight of the emer%ency generateors are subject to Subsections
(d) through (k) of Section 22a-174-22 of the Regulations
pertaining to the control of NOx emissions.

Three of the emergency generators, the MP Unit 1 Fire Diesel,
the Emergency Engine "EOF” (Cummins) and the Meteorological
Tower generator, have maximum rated capacities below three (3)
MMBtu/hr and potential emissions of NOx of less than 274
lbs/dag.-Because of this and because the facility 1s not
located in a severe nonattainment -area for ozone, these three
_engines are not subject to the reguirements of Section 22a-
174-22 of the Regulations. ]

NNECO completed NOx emissions testing of the remaining eight
(8) emergency generators in accordance with the approved test
protocol and Section 22a-174-22 of the Regulations. The
results of such testing have been accepted by the Department
of Environmental Protection (“Department”). The MP Unit
Emergency Turbine GE LM1500, the MP Unit 3 Emergency Diesel
Colt PC2 Diesels (A) and (B) had emissions below the
Reasonably Available Control Techneology (“RACT") levels
established in Subsection (e) of Section 22a-174-22 of the
Regulations and do_not reguire emissions trading to cemply
with Section 22a-174-22 of the Regulations.
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Dominion Nuclear TRADING AGREEMENT AND
Connecticut, Inc. ORDER NO. 8221

Pursuant to the Department's policy statement entitled; ‘Credit
Trading for Sources With Irregular NOx Emissions”, revised on
February 27, 2001, attached hereto and incorperated b
reference into this Trading Agreement and Order as_ Exhibit 2,
the fiveé (5) emergencv generators listed in Table 1 of this
Trading Agreement and Order have peak daily NOxX emissions
greater than three times the average daily emissions during
the ozone season and are therefore considered sources with

irregular NOx emissions. :

Pursuant to Subsection (j) of Section 22a-174-22 of the
Regulations, on and after the date that DNC acgulres the
emergency generators, DNC will acguire approved DERCs to
offset excess NOx emissions from the emergency generators.
DNC intends to continue purchasing approved DERCs as needed.

approved DERCs are defined for purposes of this order as those
for which the Commissioner has provided written authorization
for use in compliance with Section 22a-174-22 of the
Regulations.

The Commissicner, in accordance with the provisions of this trading
agreement and crder, and pursuant to Subsection (Jj)_ of Section 22a-
174-22 of the Regulatlons.herebg allows DNC to comply with Section
22a-174-22 of the Regulations through use of DERC trading,
referenced in Section A, herein, to achieve the NOX emission

reduction re%ulred by Subdivision (1) of Subsection (d) of Section
22a-174-22 of the Regulations. .

With the agreement of DNC, the Commissioner, acting under
Connecticut General Statutes Sections 22a-6, 22a-171, 22a-174, 22a-
176, and 22a-177, orders DNC as follows:

1. The terms and conditicns established by this Trading Agreement
and Order shall become effective on the date DNC acquires the
emergency generators, and when this Trading Agreement and
Order has been issued.

Based on the completion of approved NOx emissions testing and
the approval of such NOx emissions testing results, the Full
Load Emission Rates (“FLERs”) listed in Table 1 of this

Tradin Agregment and Order have been established for the
identified pieces of equipment.  Upon issuance of. this Trading
Agreement and Order, and c¢entinuing until May 1, 2003, DNC :
shall comply during operation 9f each generator with the FLERSs
listed in Table 1 of this Trading Agreement and Order:

" ,
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' Table 1 o
DNC - FLERs and NOx RACT Emission Rates

GENERATOR

Stack
Test
Result
{g/BHp-Hr)

tack.
ast
Date

NOx RACT
Rate
{g/BHp-Hr)

MP Unit 1 Emergency Diesel
Colt ¥-M 38TDB-1/8 Diesel

8

12/8/98

MP Unit 2 Emergency Diesel
??%S)F—M 38TDB~1/8 Diesel

12/%/98

MP Unit 2 Emergency Diesel
?g%EJF-M 38TDB-1/8 Diesel

Diesel

12/23/98

Station Blackout Diesel
Electro-Motive 2MW
Generator

Diesel

13.0

1/20/89

-14.3

Station Security Diesel
Cummins VT 1710GS/GC

" Diesel

10.46

12/10/98

11.6

On and after the date that’DNC'acguires the emergency

generators,
with the followin
and until May 1,

a.
current day,

DNC shall document an
types of all fuel used and DERCs used bK
day, and shall maintain and provide suc

each

engrator

record the amounts and

each

records in accordance

and Section 22a-174-4 of the Regulations,

003,

shall:

Have in its possession sufficient approved DERCs for the

based on the following calculations
(described also in Exhibit 2);

At all times (mass calculatibn):

DERCs

{in tons)
{FLER ({(g/Bhp-hr) -
{lpound/454g) ]

(0.95% x NOx RACT rate {g/Bhp-hr)

+ 2000 pounds/ton

jactual hours operated x Hp ratin?)x_
X

During the ozone seascon only (peak day calculation):

the maximum actual excess NOx emissions (in 1bs) on_ any
of the days projected by the Commissioner to be "moderate

te unhealthful, thi
divided by 3 and then divided by 13

tons) :

DERCs

{in tons)

[13 lbs/day/ton)

No later than COctober 30 of 2001,

[ (Maximum excess NOx in lbs)

+ 3]

2002 and 2003,

“unhealthful,” or “very unhealthiful,”
{with the result in

calculate the DERCs used in the preceding czone season
as the greater of:

i. the actual total excess emissions for the ozone

season 1n tomns,

[actual hours operated x Hp ratin? X
{0.95 x NOx RACT rate ) x

+ 2000 pounds/ton -

DERCs {in tons}
(FLER {(g/BHp-hr)
(1 pound/454g)]

OR

as follows:

(g/BHp-hr)

the maximum actual excess NOx emissions (in ibs) on

any

*‘moderate to unhealthful”,

Initials §l&:§:
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or

of the days projected by the Commissioner to be
“unhealthful”,

“Very
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unhealthful”, divided by 3 and then divided by 13
{with the rssult in tons):

DERCs (in tons) = [{Maximum excess NOX in lbs) = 3] =
{13 1lbs/day/ton]

As described in Exhibit 2 of this Trading Agreement and
Order, to the extent that DERCs used to offset on peak
day basgis (method ii) exceed the total mass excess,
emissions (method I}, remalnling DERCs may be used in the
ncn-ozone season in the same or subsequent years until
May 1, 2003; .

No later than January 31, 2002, 2003 and 2004, calculate
DERCs used for non-ozone season months in the previous
calendar year, as follows:

DERCs (in tons) = [actual hours operated x Hp rating x
(FLER. (g/BHp-hr} - (0.95.-x NOx RACT rate (g/BHp—hr)?) X
(1 pound/454g)i + 2000 pounds/ton

Adjust upwards by 100% the DERCs required if DERCs are
not in DNC's possession prior to use. However, based on
the grav1tg_o£ the noncompliance, the Commissiloner may
require additional upward adjustment;

Document and record daily fuel use and fuel type, excess
NOx emissions and, durln% the ozone season, the daily
ozone classification as forecasted by the Commissioner
on the previous day;

DNC shall notify the Commissioner in writing, within
thirty (30) days from the date of discovery of any

deficit in DERCs, and shall submit copies of supporting

calculations for review and approval by the
Commissioner;

No later than March 1, 2002, 2003 and 2004, inciude with
its amnual emissions report to the Commissioner, DERCs
used (calculated as described in sections C.3.b. and
€.3.c. of this Trading Agreement and Order), by ozone
and non-ozone seasons, for the previous calendar year;

Retain records and supporting documentation as described
in this paragraph for a minimum of five years, .
commencing on the date such records are created;

Maintain documentation to attest to the fact that DERCs
used during the czone season were generated during the
ozone season. Generator certification of this fact
shall be sufficient; and

Provide the records specified above to the Commissioner
within thirty (30Q) days of receipt of a written request
from the Commissioner.

No later than May 1, 2003, DNC shall comply with the ,
requirements of Subdivision (1) of Subsection (d)_of Section
22a-174-22 of the Regulations, However, after full program .
review of this and other Trading Agreements and Orders and, 1if
determined to be apgrogxlateh the Commissioner may grant a
written extension of this Trading Agreement and Order.

The FLER may be adjusted upon satisfactory demopstratidn to
the Department and written approval by the Commissiloner.

Exceedance of an established FLER shall subject DNC to make
restitution by matching the quantlti of emissions_(“true up”}
caused by the exceedance plus a 100% premium penalty. The true
Wb in tons of DERCs shall be equal to the FLER exceedance in

Lbs/MMBtu, multiplied by the total heat input during the periocd

. o]
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of non-complianc¢e divided by 2000 lbs/ton, If the Eeriod of
non-compliance is not known, the time period from the
completicn cof the last/previous Department witnessed stack test
through the date compliance is achieved as approved by the
Commissioner shall be used. However, based cn the g:avity of
the noncompliance, the Commissioner may require additional
upward adjustment. :

Pursuant to Subsection (k) of Section 22a-174-22 of the
Regulations, DNC shall conduct NOx emission tests of the
emer%engy generators to_which Section 22a-174-22 of the
Regulations: applies at least_once every five years. Such
testing shall take place no later than five years from the date
of the last test for the five (5) emergency generators
identified in Table 1 of this Trading Agreement and Order. For
the three (3) emergency generators not identified in Table 1 of
this Trading Agreement and Order but identified in paragragh
A.6. of this Trading Agreement and Order, such testing shall
take place no later than five years from the date of the last
test. 'In no event shall such testing for the emergency
generators to which Section 22a-174-22 of the Regulations
applles be later than five years from the date that the
previous test was reguired to be conducted by.

Approvals. DNC shall use best efforts to submit to the
Commissioner all documents required by this Trad1ng Agreement
and Qrder in a complete and approvable form. If the . i
Commissioner notifies DNC that any document or other action is
deficient, and does not approve it with conditions or .
‘modifications, it is deemed disapproved, and DNC shall correct
the deficiencies and resubmit it within the time specified by
the Commissioner or, if no time is specified by the )
Commissioner, within 30 days of the Commissioner’s notice of
deficiencies. In approving any document or other action under
this Trading Agreement and Order, the Commissioner may approve
the document or other action as submitted or performed or with
such conditions or modifications as the Commissioner deems
necessary to carry out the purposes of this Trading Agreement
and Order. Nothing in this paragraph shall excuse
noncompliance or delay.

Definitions. As used in this Trading Agreement and Order,
"Commlssloner" means the Commissioner or a representative of
the Commissioner; "Ozone season" means the peried from May 1
through September 30 in any given calendar year, The date of
"lssuance” of this Trading Agreement and Qrder is the date the
Trading Agreement and Order 1s deposited in the U.S. mail or
personally delivered, whichever is earlier.

Dates. The date of submission to the Commissioner of any
document required by this Trading Agreement and Order shall be
the date such document is received by the Commissioner., The
date of any notice by the Commissioner under this Trading
Agreement and Order, including but not limited to notice of
approval or disapproval ¢f any document or other action, shall
be the date such notice is deposited in the U.S. mail or is
personally delivered, whichever is earlier. .Except as
otherwise specified in this Trading Agreement and Order, the
word "day" as used in this Trading Agreement and Order means
calendar day. Any document or action which is required by this
Trading Agreement and Order to be submitted or performed by a
date which falls on_a Saturday, Sunday or a Connecticut or
federal holiday shall be submlitted or performed by the next day
gh%gg 1s not a Saturday, Sunday or Connecticut or federal
oliday. :

%ertificatiog of documents. Any document, including but not
imited to any notice, which is required to be submitted to the
Commissioner under this Trading Agreement and Order shall be
signed by DNC or, if DNC is not an individual, by DNC’s chief
executive officer or a duly authorized regresentatlve of such
officer, as those terms are defined in §22a-430-~3(b) (2) of the
Regglatlons of Connecticut State Agencies, and by the
individual (s) responsible for actually preparing such document,
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and DNC or DNC’s chief executive officer and each such
individual shall certify in writing as follows: "I have
personally examined and am familiar with the information
submitted in this document and all attachments thereto, and I
certify, based on reas¢nable investigatlon, including my
inquiry of those individuals responsible for obtaining the
information, that the submitted information 1s frue, accurate
and complete to the best of my knowledge and belief. I
understand that any false statement made 1in the submitted
information is punishable as a criminal offense under §53a-157b
gf the Connecticut General Statutes and any other applicable
aw."

Noncompliance. This Trading Agreement and Order is a final
order of the Commissioner with respect to the matters addressed
herein, and is nonappealable and immediately enforceable.
Failure to comply with this Trading A%reement and Order may
subject DNC to an 1njunction and penaities.

False statements. Any false statement in any information
submitted pursuant to this Trading Agreement and Order is
punishable as a criminal offense under §53a-157b of the
Connecticut General Statutes and any other applicable law.

14. DNotice of trans%er; liability of DNC. Until DNC has fully
complied witn this Trading Agreement and Order, DNC shall
not1f¥ the Commissioner in writing no later than 15 days after
transterring all or any portion of the facility, the |
oggratlons, the site or the business which is the subject of
t ;s.Tradlnf Agreement and Order or after obtalning a new
mailing or locatlon address. DNC’'s obligations under this
Trading Agregment and Order shall not be affected by the
passage ot title to any property to any other person or
municipality. i

15. Commissioner's ?owers. Nothing in this Trading Agreement and
Order snall affect the Commissioner's authority to institute
any proceeding_ or take any other action to prevent or abate
violations of law, prevent or abate pollution, recover costs
and natural resource damages, and to impose penalties for
past, present, or future violations of law. If at any time
the Commissioner determines that the actions taken by DNC
pursuant to this Trading Agreement and Qrder have not
successfully corrected all vielations, fully characterized the
extent or de%ree.of any pollution, or successfully abated or
prevented pollution, the Commissioner may institute any
proceeding to regquire DNC to undertake further investigation
or further action to prevent or abate violations or pellution.

DNC's obligations under law. Nothing in this Trading |
Agreement and Order sha relieve DNC of other obligations
under applicable federal, state and leccal law.

No assurance by Commissioner. No provision of this Trading

Agreement and Order and no actlion or inaction by the
Commissioner shall be construed to constitute an assurance by
the Commissioner that the actions taken by DNC pursuant o
this Trading Agreement and Order will result in compliance or
prevent or abate pollution. .

Access to facility. Any representative of the Department of
Environmental Protection may enter the facility without prior

notice for the purposes of monitoring and enforcing the
{red

actions reguire
Order.

No effect on rights of other persons. This Trading Agreement
ana‘O;der_neltﬁer creates nor atfrects ang)rlghts.of persons or
muglc1§allt1es that are not parties to this Trading Agreement
and Order. '

or allowed by this Trading Agreement and

No Creation of Property Rights. This Trading Agreement and
Order does not create any property rights with respect to
these DERCs.

Initials: pré4¥ ~6- Date: E5F571C>\
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Notice to Commissioner of changes. Within 15 days of the date
DNC becomes aware of a change in any information submitted to
the Commissioner. under this Trading Agreement and Order, or
that any such information was inaccurate or misleading or that
any relevant information was omitted, DNC shall submit the
correct or omitted information to the Commissioner.

Notification of noncompliance. In the event that DNC beccomes
aware that 1t did not or may not comp1¥ or did not or may not
comply on time, with any reguirement of this Trading Agreement
and Order or of any document required hereunder, DNC shall
immediately notify by telephone the individual identified in
the next paragraph and shall take all reasonable steps to
ensure that any noncompliance or delay is avoided or, if
unavoidable, is minimized to the greatest extent possible.
Within five (5) days of the initial notice, DNC shall submit
in writing the date, time, and duration of the noncompliance
and the reasons for the noncompliance or delay and propose,

for the review and written approval of the Commissioner, dates
by which compllance will be achieved, and DNC shall comply
with any dates which may be approved in writing by the
Commissioner. Notification by DNC shall not excuse
noncompliance or delay, and the Commissioner’s approval of any
compliance dates proposed shall not excuse noncempliance or
delay unless specifically so stated by the Commissioner in

writing.

ubmission of documents. Any document requlred to be

submitted to the Commissioner under this Trading Agreement and
Order shall, unless otherwise specified in this Trading
Agreement and Order or in writing by the Commissioner, be
directed to:

Wendy Jaccbs

Department of Environmental Protection
Bureau of Air Management

Emissions and Credit Trading Section
79 Elm Street

Hartford, Connecticut 06106-5127

Tra ks T e




Dominion Nuclear TRADING AGREEMENT AND
Connecticut, Inc. QORDER NC. 8221

DNC consents to the issuance ¢f this Trading Order without further
notice, The undersigned certifies that he/she 1is fully authorized to
enter into this Trading Order and to legally bind DNC to the terms and
conditions of the Trading Order.

DoQi-o:QNuc\Qea Connecticut, Inc.
Signature: XQ ;: ‘C@Pﬁ

Type Name: CL'\'Y\Q}.C& F’ %%OS Q\’p‘_t_ ‘
Type Title: NKE- Veesid e Chaitt E\;\\Q;r L\f\an'%L\
Date: % /’93 IO \ - GJ('P_\CQ"

Issued as a final order of the Commissiconer of Envj

Protection on

MAILED CERTIFIED MAIL,
RETURN RECEIPT REQUESTED

Certified Document




- EXHIBIT 1. MILLSTONE GENERATORS

Name / Unit

Rating (MMBw/hr) |

"

Fuel

MP Unit 1 Emergency Diesel Colt F-M 38 TD8

Diesel

MP Unit 1 Emergency Turbine GE LM13500 Turbine

Kerosene

MP Unit 2 Emergency Diesel Colt F-M 38-TDB-1/8
Diesel (12 U)

Diesel

MP Unit 2 Emergency Diesel Colt F-M 38-TDB-1/8
Diesel (13 U) |

Diesel

MP Unit 3 Emergency Diesel Colt PC2 Diesel (A)

Diesel

MP Unit 3 Emergency Diesel Colt PC2 Diesel (B)

Diesel

Station Blackout Diesel Elecro-Motive 2MW
Generator

Diesel

Station Security Diesel Cummins VT 1710 GS/GC

Diesel

MP Unit 1 Fire Diesel (Atlantic Detroit Diesel)

Diesel

Meteorological Tower Generator

Prépane

Emergency Engine “EOF” (Cummins)

Diesel
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Updated February 27, 2001
Credit Trading for Sources with Irregular NOx Emissions

The following outlines the Department’s concerns and methodology for dealing with peaking units
(“peakers”) that have maximum peak daily emissions that are substantially higher than their average daily
emissions and that choose to achieve NOx compliance via credit trading pursuant to §22a-174-22(j) of the
Regulations of Connecticut State Agencies (“Regulations”). For purposes of this protocol, peakers are
defined as sources with maximum peak daily NOx emissions greater than three times their average daily
emissions * during the ozone season.

The basic concept of the trading program is that sources with excess NOx emissions (a rate that exceeds
the rate limits in the Regulations) may obtain NOx discrete emission reduction credits (“DERCs") from
sources that have “over-controlled” their NOx emissions. Although typical sources can obtain credits on a
mass basis (one ton of DERCs to offset one ton of excess emissions) with an-acceptable environmental
outcome, sources with large variations in emissions from day to day pose an additional problem for ozone
attainment planning.

The most common peakers are electricity generating units that run during times of high electricity
consumption. Electricity demand is often the highest during hot, humid days of the summer when the
potential for ozone formation is also high. Peakers frequently have high emission rates. To the extent that
these units produce emissions at exactly the time when emissions need to be reduced to limit ozone
formation, allowing peakers to continue to comply with new rate limits through the use of DERCs on a
ton-for-ton basis will exacerbate this effect. On the other hand, if it can be demonstrated that the DERCs
being used by peakers were generated on a comparable basis {i.e., during days of high ozone potential),
then ton-for-ton use by peakers would be appropriate.

The full impact of the NOx emissions from these types of facilities during summer operation must consider
temporal variability as well as mass of excess emissions. Any DERC trade must consider equivalency to
the NOx reductions that control equipment would produce on an ozone day on both a temporal and a mass
basis. The protocol below places appropriate requirements on peaking units to reflect the greater impact
of NOx emitted under this type of usage pattern. Attachment 1 provides a detailed example of how this
policy would be applied to a peaker. Attachment 2 provides an explanation of the calculations underlying
this policy.

'NOx Emissions Reduction Credit Use Computation For Peakers

. Peakers are only considered to be a temporal issue for the ozone season months.

. All excess NOx emissions during the winter (non-ozone season) need only be offset by DERCs on
a mass basis. '
Prior to each ozone season there will be a prospective estimation to determine how many tons of
DERCs must be “on hand” during the ozone season. A retrospective calculation will determine
how many DERCs were actually “used” during the ozone season.

| - For purposes of this analysis, average daily emissions are determined by dividing a source’s total ozone season
NOx emissions {pounds) by 153 days to calculate an average pound/day value.

( Printed on Recyeled Paper)
79 Elm Street * Hartford. CT 06106 - 5127
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For ERC use during the ozone season:

Prospective estimation {pre-ozone season) will determine the number of DERCs that must be
provided for the ozone season. (Beginning in 1996, the DERCs must be in place no later than

May 1.)

DERCs required for the ozone season shall be calculated on the following bases:

{(a) Mass basis: DERCs required will be equal to the total number of tons of estimated excess
NOx emissions over the entire ozone season, calculated in the same manner used for other

sources using DERCs (i.e., including any discounts).

Max-peak basis: DERCs required (in tons) will be calculated by dividing one-third of the
estimated maximum daily excess emissions (in pounds) for any day during the ozone
season by 13 pounds/(toneday) * (see Attachment 2 for an explanation of this

calculation):

DERCs required (tons) = [(Estimated Maximum Excess NOx in Ibs/day) + 3]
+ [13 1bs/(ton+day)]

Sources will be required to hold credits equal to the greater of the amount calculated
on a mass or max-peak basis. The timing of actual credit possession will be govemed by
the terms of the specific trading order issued for that source.

Retrospective calculation (post-ozone season) will determine the actual credit use and the DERC
surplus, if any. At the end of the ozone season, the calculations required in step 1 above will be

repeated using:
for (a), the actual (rather than estunated) total excess emissions for the ozone season, and

for (b), the actual (rather than estimated) maximum daily excess NOx emissions on any of the days
projected by the Commissioner to be “moderate to.unhealthful”, “unhealthful”, or *very
unhealthful”.

The number of DERCs required pursuant to this poticy will be the greater of the number of
DERCs calculated on the mass basis or the max-peak day basis.

Of the total DERCs needed for the ozone season, a number of DERCs equal to the unit’s actual
total excess emissions {on a mass basis) will be used to cover such actual excess emissions. The
number of DERCs equal to the difference between the total number needed pursuant to this policy
and total actual excess emissions shall be converted from ozone season DERCs to non-ozone
season DERCs. Any surplus DERC:s (those purchased pursuant to the pre-ozone season
estimation and not used to cover actual emissions nor converted t0 NON-0Zone season emissions)
may be carried forward for use as ozone season DERCs through April 30, 2003 except as may be
limited by the trading agreement and order, or by. regulation.

- For the pre-ozone season estimation, the maximum daily excess NOx emissions (in lbs/day) is the difference
betwecn the maximum expected NOx emission rate and 95% of the allowable NOx emission rate under Section 22a-
174-22(e) of the Regulations (Ib/MMB1u) multiplied by the unit’s maximum rated capacity (MMBt/hr) and by the
estimated maximum hours of operation per day (hrs/day).

2




Attachment 1 _
Example of this policy being applied to a peaking unit

Before the ozone season, a peaker has estimated its total excess emissions to be 15 tons for the ozone
season. It is also estimated that the maximum excess emission on a day projected to be “moderate to
unhealthful” or worse will be 5000 pounds. Actual ozone season excess emissions are listed in the table
below. The analysis of how this policy would be applied to this peaker follows after the table.

Date NOx Excess NOx DERCs - "Mod to Peak Day NOx
Emissions needed {mass Unhealthful” (or DERCs needed

(pounds) basis) (tons) worse) forecast? (tons)

1,000 0.50 no 25.64
2,000 1.00 : e )
3,000 " 1.50 no
4,000 2.00 X
1,000 0.50 X
no
€S

76.92

5,000 2.50

1,000 0.50 o €
3,000 1.50 no
3,000 1.50 e
4,000 2.00 ' no

l 13.00 |
SUM (mass basis) max

ANALYSIS:
PRE-OZONE SEASON ESTIMATION

128.21 Estimated Ozone Season Tons Needed (max-peak basis using
""" 5000 pounds as estimated maximum daily excess emissions)

15.00 Estimated Ozone Season Excess Emissions (mass basis)

L 128.21 Number of ozone season DERCs that need to be held no later than May 1

POST-OZONE SEASON CALCULATION

102.56 Ozone Season Tons Needed (max-peak basis using
" 4000 pounds as actual maximum daily excess emissions)

-13.00 Actual Ozone Season Excess Emissions {mass basis)
89.56 Number of Ozone Season DERCs converted to Non-Ozone Season DERCs

SUMMARY

- Of the 128.21 tons of ozone season DERCs that were reserved by May 1,

13.00 tons were used to cover actual ozone season emissions on a mass basis
89.56 tons were converted to non-ozone season DERCs
25.64 tons were carried forward as surplus ozone season DERCs




Attachment 2
Explanation of Max-Peak Basis Calculation

Unless it can be demonstrated otherwise, DERCs are assumed to be created by relatively small daily
reductions in NOXx emissions over the course of an entire ozone season (153 days). The average daily NOx
emissions reduction represented by each ton of credit is 13 pounds/day calculated as follows:

2000 pounds/ton + 153 days = 13 pounds/(tonsday)
Thus, one DERC (ton) would be equivalent to a reduction in NOx emissions of 13 pounds/day.

For example, if a peaker emits one ton of excess NOx per day when operating, but only operates for five
days during the ozone season, the owner/operator of that source would nominally need to obtain five tons
of DERCs on a mass basis. However, those DERCs used to offset this peaker’s excess emissions are likely
to have been created by relatively small daily. reductions in NOx emissions from another source over the
course of an entire ozone season (153 days). In this example, assuming a purchase of five tons of DERCs,
that calculates out to a daily NOx reduction of approximately 65 pounds.

{5 tons x 2000 pounds/ton) + 153 days = 65 pounds/day

Clearly, on any day that the peaker operates, there will be many more tons of excess NOx emitted than
NOx credits created (on the same day) to offset those excess emissions {on the order of 1,935 pounds in
this example). '

(1 ton x 2000 pounds/ton) - (65 pounds credit) = 1,935 pounds excess NOx emissions

While the total amount of NOx emitted by a peaker would be offset on a seasonal average basis, on the
“peaking” day there would be a potentially significant increase in NOx emitted, and thus an increase in
potential ozone creation. In order to achieve a commensurate reduction in ozone creation potential for
peakers, an adjustment in the calculation of required DERCs is needed. One approach would be to require
DERCs in a quantity that would ensure that the daily average reduction represented by those DERCs
would equal the maximum daily excess NOx emissions from the peaking source on any day that it ran. On
this basis, a peaking source with a maximum 24-hour excess NOx emission of one ton would be required

to purchase 153 tons of DERCs.
1 ton/day x 153 days/season = 153 tons/season

This 153 tons of DERCs would be adequate to offset excess emissions of one ton per day for as many days
as the source operated during a particular ozone season. This has been deemed to be unduly stringent,
given the diversity in operation of some of the peakers. In light of the foregoing, this requirement has been
adjusted downward by two-thirds. '

"




REVISION TO THE STATE IMPLEMENTATION PLAN
STATE OF CONNECTICUT
FOR SINGLE SOURCE COMPLIANCE WITH CONNECTICUT
EMISSION LIMITS ON OXIDES OF NITROGEN
Section 22a-174-22 Regulations of Connecticut State Agencies
THROUGH USE OF DISCRETE EMISSION REDUCTION CREDITS (DERCs)

Dominion Nuclear Connecticut, Inc

Trading Agreement and Order No. 8222

May 2002
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PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

The following criteria were developed using U. S. Environmental Protection Agency=s (EPA)
State Implementation Plan (SIP) Completeness criteria found in Appendix V to 40 Code of
Federal Regulations, Part 51, and using the requirements of the Economic Incentive Program
(EIP) Final Rule, 40 Code of Federal Regulations Part 51.493, published April 7, 1994, 59 FR
16690.

A. PROGRAM SCOPE

Part I of this narrative is generic for Connecticut=s program. Part II of this narrative is specific
to the individual source involved and may be for one or more of the following: creation, use or
averaging of credits,.including discrete emission reduction credits (DERCS) and allowances.

EPA has set forth its guidance for DERCs in EIP guidance designed to cover an entire range of
market-based approaches for stationary and mobile sources, one of which is emissions trading,
including the creation of DERCs from nitrogen oxides (NOx) control and the use of DERCs to
meet NOx Reasonably Available Control Technology (RACT) requirements. Creation of
DERGC:s for use in compliance with the NOx RACT rules meets the criteria for such programs set
forth in the EIP rules. DERC creation is a type of emissions-limiting strategy, as that term 1s
used in EPA=s EIP guidance.

The present scope of this program includes approval of creation and use of specific discrete
emission reductions from a single source, and thereby define them retrospectively as DERCs for
use or trading until May 1, 2003 by sources for compliance with Section 22a-174-22 of the
Regulations of Connecticut State Agencies (Regulations), regarding control of NOx. Record
keeping and monitoring by the Department, as described below, will allow an accurate
retrospective assessment of the number of major sources creating and/or using NOx DERCs as a
method of compliance. The DERC creator and user must comply with all other applicable local,
state and federal laws and regulations.

B. STATEMENT OF GOALS AND RATIONALE

The goal of the emissions trade is to lower the cost of compliance with NOx control
requirements. The purpose of approving emission reductions as DERCs is to encourage the over
control of emissions, below the lower of actual or allowable emissions, and to provide affected
sources the flexibility of an alternative mechanism for meeting environmental requirements as




envisioned by the Connecticut NOx RACT regulations (Section 22a-174-22 of the Regulations).

An advantage of this mechanism is the incentive it provides sources of air contaminant emissions
to reduce their emissions below the limits that are established under traditional command and
control regulatory programs. It also improves rule effectiveness by allowing for more timely rule
compliance because more options are available to the regulated source. DERC trading is intended
to benefit both the environment and the regulated entities and can achieve equal or better
environmental results at a lower cost than traditional regulatory approaches.

Creation or use of DERCs in compliance with Section 22a-174-22 of the Regulations will not
interfere with reasonable-further-progress (RFP) demonstrations filed with EPA by the State of
Connecticut. Indeed, the program should assist the DEP in advancing RFP. The DERC creator
and user of DERCs, will continue to report actual emissions. The state inventory will reflect
shutdowns or actual emissions as determined from an approved baseline of emissions indicated
in each Trading Agreement and Order. The DEP monitors the generation of DERCs and the
eventual use of DERCs and conducts a yearly audit of the program.

DERCs produced by the above-described methodology are real, quantifiable, surplus, permanent
and enforceable, as required by EPA EIP guidance. Specifically, the reductions are:

Real because they result in a reduction of actual emissions released into the air, net of any
consequential increase in actual emissions resulting from shifting demand. The emission
reductions are properly measured, recorded and reported.

Quantifiable because they are based 6n an appropriate reliable and replicable protocol, providing
the rate and total mass amount of reduction.

Surplus because they are not required by any Connecticut Statute or regulation mandated by a
current State Implementation Plan (SIP), and are not currently relied upon in any applicable
attainment plan, any reasonable further progress plan or milestone demonstration.

Permanent because the advanced control systems are in place and operating and an appropriate
" tracking system is in place to monitor use of DERCs.

Enforceable because the DERCs are approved by the Commissioner retrospectively.




Creation and subsequent use of DERCs should be viewed as a program that operates within the
known constraints of RFP, the NOx rule, and other SIP requirements. Restrictions on the use of
DERCs will address concerns about RFP and attainment in a context of intertemporal trading.
Specifically, the Commissioner will require that:

The DERCs must be certified by the Department prior to use.

DERCs generated during non-ozone season months may not be used during the ozone
season. Only the DERCs produced during ozone-season months of May through
September are available for use during the ozone season.

DERCs are presently authorized only for the purpose of compliance with Section 22a-
174-22 of the Regulations for use before May 1, 2003.

Written permission must be obtained from the Commissioner before DERCs are utilized
by sources. Upon approval by the Commissioner, however, such DERCs may be used by
sources with valid Trading Agreement and Orders authorizing such use.

On an overall state basis, improved NOx rule-effectiveness will assure that any excess in the
number of DERCs used as compared to those created during any particular time period will not
have a significant impact on projected reductions of NOx. Careful tracking and monitoring of
DERC generation and use will allow timely program changes, as required.

Use of DERCs will not jeopardize RFP since the state's NOx rule emission limits for the sources
creating and/or using DERCs are more stringent than EPA's NOx RACT guidance (57 FR 55620,
November 25, 1992) and, therefore, a reduction beyond that federally-required will be occurring.

A yearly audit and on-going tracking and monitoring of DERC use and creation by the state will
allow for timely program changes if the use of DERCs exceeds their creation by a significant
amount. A full program assessment will be conducted and the program may be extended beyond
Apnil 30, 2003.

The creation and use of DERCs improves the probability of the RFP demonstration as a result of
a combination of factors including seasonal shifting of NOx emissions from summer to winter, a
minimum ten (10) percent retirement of DERCs upon their creation to assure a benefit to the
environment and the inventorying of DERCs prior to use. There may be some environmental
benefit from removing NOx and other pollutants from the air at a time when emissions were at




higher levels and using them at a later time. Taken together, these benefits qualify as exceptional
under EIP requirements.

C. BASELINE

The program baseline is the Connecticut 1990 base year ozone emission inventory. This
inventory is the benchmark against which early emission reductions are measured by the state
and serve as the starting point from which to generate a projected inventory for the ozone season
used in the ozone attainment demonstration analysis. Finally, it is the basis for the evaluation of
potential control strategies to meet the Clean Air Act mandates to reduce emissions. For
individual sources the baseline will be the lower of actual or allowable emissions.

D. MONITORING, RECORD KEEPING AND REPORTING REQUIREMENTS

Subject sources will comply with the applicable provisions of Section 22a-174-22(k) of the
Regulations, Emissions Testing and Monitoring and Section 22a-174-22(1) of the Regulations,
Reporting and Record keeping. Records will be maintained for a minimum of five (5) years, and
will be made available during normal working hours for review by the Department upon request.

An accounting of the use of all DERCs created and approved by the Department will be provided
to the Commissioner no later than March 1 of every year for the preceding calendar year. This
reporting will be in a form prescribed by the Commissioner and will be used by the Department
to audit the program, to assure that DERCs are used only once, and to represent the DERCs and
their use in required EPA modeling, demonstration and reporting requirements.

The effects of the use of DERCs will be monitored by the state using an enhanced inventory
reporting procedure. Reporting for purpose of DERC use and for the annual emission inventory
program must be done on the same basis to address baseline accounting issues. Particular
emphasis is placed on the relationship of the creation and use of DERCs to determine if
additional restrictions are needed to assure that the use of DERCs does not jeopardize RFP.
After issuance of each Trading Agreement and Order the source using DERCs agrees to have
sufficient approved DERCs in its possession at all times to provide for operation for the current
calendar month, At a minimum, any excess emissions not on hand, prior to use by an individual
source are corrected by requiring the source to retire the number of DERCs that should have been
on hand prior to use and an additional 100%. The Commissioner has provided notice to air
pollution control agencies of all adjacent states of this SIP revision.

E. IMPLEMENTATION SCHEDULE

Once approved, DERCs created may be used for approved purposes for compliance with Section
22a-174-22 of the Regulations through April 30, 2003.




F. ADMINISTRATIVE PROCEDURES

This action will be submitted to EPA for their review and approval as a revision to the SIP for air
quality, as required by the Clean Air Act. The authority to adopt this revision is granted by
Section 22a-6 of the Connecticut General Statutes (CGS). Public notice has been provided as
required in CGS Sections 22a-6, 4-168 and 40 Code of Federal Regulations Part 51.102.

G. ENFORCEMENT MECHANISMS

Compliance is determined based upon emissions records, monitoring data, stack testing, DERC
ownership and use records and compliance with the Trading Agreement and Order. Conditions
of the DERC Trading Agreement and Order will be subject to enforcement procedures and
penalties under Sections 22a-174-12 and 22a-174-22 of the Regulations.

H. AUDIT AND RECONCILIATION

The State of Connecticut will monitor the effects of creation and subsequent use of DERCs by
using the reporting procedures required herein. A summary of the creation and use of DERCs
will be prepared each year along with an audit of each source, which is conducted every spring,
and the program=s overall performance is audited annually. Particular emphasis is placed on the
relationship of the creation and use of DERCs to determine if additional restrictions are needed
to assure that the use of DERCs does not jeopardize RFP. Tracking and monitoring of DERC
use and creation will allow timely changes, if necessary. A complete review of the program has
been undertaken and extension of the program through April 30, 2003 is found to be desirable.
Another program review will be conducted before the program is extended beyond April 30,
2003.

PART 2. DESCRIPTION OF DERC CREATION AND/OR USE
By Trading Agreement and Order 8222
A. Administering Agency:
The State of Connecticut
Department of Environmental Protection

Bureau of Air Management




B. Pollutant and Regulatory Standard Affected :
NOXx, Section 22a-174-22 of the Regulations of Connecticut State Agencies

C. Source:
Five oil-fired heating boilers
CB1, CB2, CB3, B&WI1 and B&W2.
Dominion Nuclear Connecticut, Inc (DNC)
Rope Ferry Road
Waterford, CT

. Designated Representative:
Contact: Gary Johnson
Title: Supervisor of Environmental Services
Phone:  860-477-1791 (0757)

E. Nonattainment Area Classification:  Serious

F. Summary of Compliance

Time Period: On and after the issuance of the Consent Order to May 1, 2003

Purpose: NOx Emission compliance

Estimate of Annual DERCs needed: They used .02 ozone and 2.94 non-ozone tons in 2001. They did
not purchase any DERCs because they had sufficient DERCs on hand to offset excess emissions.




Recordkeeping and Reporting

DNC is required to make and keep records of the amounts of all fuel and approved DERCs
used by each Boiler each month; shall maintain and provide such records.

DNC, no later than March 1, 2002, 2003 and 2004, is required to include with its annual
emissions report to the Commissioner, DERCs used, by ozone and non-ozone seasons,
for the previous calendar year and the monthly rate of fuel consumption for the Boilers
and DERCs used by the Boilers.

DNC is required to keep records and supporting documentation as described in this
section for a minimum of five years, commencing on the date such records are created.

DNC is required to keep documentation to demonstrate that DERCs used during the
ozone season were generated during the ozone season. The ozone season is from May 1
through September 30 in any calendar year. Generator certification of this fact shall be
sufficient.

DNC is required to submit the records specified above to the Commissioner within thirty
(30) days of receipt of a written request from the Commissioner.

G. Description of Compliance

Millstone Nuclear Power Station at Rope Ferry Road, Waterford, Connecticut (facility). This
facility was previously regulated under Tradng Agreement and Order 8107 and DNC acquired
the facility from Northeast Nuclear Energy Company. At the facility, DNC will operate five (5)
oil-fired heating boilers (Boilers), numbered CB1, CB2, CB3, B&W1, and B&W2. The Boilers
are subject to Section 22a-174-22 of the Regulations. On and after May 31, 1995, Subsection (e}
of Section 22a-174-22 of the Regulations requires that the Boilers emit NOx at a rate no greater
than 0.25 pounds per million British thermal units (lbs/MMBtu) of heat input. Stack testing
conducted in March and April of 1995 showed that boilers numbered CB1, CB2, CB3, and
B&W?2 exceeded the allowable NOx emission rate. Stack testing conducted in March of 2000
showed that all five boilers exceeded the allowable NOx emission rate. Pursuant to Subsection
(j) of Section 22a-174-22 of the Regulations, on and after the date that DNC acquires the Boilers,
DNC will acquire approved DERCs to offset excess NOx emissions from the Boilers. DNC
mntends to continue acquiring approved DERCs as needed to comply with the Trading Agreement
and Order 8222. '




Source of DERCs:

On and after the date of issuance of the Trading Agreement and Order 8222, and prior to May 1,
2003 or until DNC achieves compliance with the emission standards in Section 22a-174-22(¢) of
the Regulations, whichever occurs earlier, DNC shall have in its possession required, approved
DERCs. Before the first day of each month, the source shall calculate projected DERCs required
for the next calendar month for the boilers as required by the Trading Agreement and Order 8222.
No later than the tenth day of each month, the source shall calculate DERCs used in the preceding
calendar month for the boilers as required by the Trading Agreement and Order 8222.
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STATE OF CONNECTICUT ‘
DEPARTMENT OF ENVIRONMENTAL PROTECTION

IN THE MATTER OF
TRADING AGREEMENT
STATE QF CONNECTICUT AND ORDER NO. 8222

AND

DOMINION NUCLEAR
CONNECTICUT, INC.

- Whereas, the Commissicner of Environmental Protection ("Commissioner") and
Dominion Nuclsar Connecticut, gree that it is in the public
interest that the T he' air quality within the
State of Connecti and that ' te emission reduction credit
("DERC") trading to reduce nitrogen oxide (“NOx”) emissions will achieve this
result in a timely and cost-effective manner:

At the reguest and with the agreement of DNC, the Commissioner finds the
following:

1. On or about March 30, 2001, DNC will acquire from Northeast Nuclear
Energy Company and then own and operate the Millstone Nuclear Power
Station at Rope Ferry Road, Waterford, Connecticut (“facility~),

At the facility, DNC will cperate five (5) oil-fired heating beilers
{(*Boilers”), numbered CB1l, CB2, CB3, BaWl, and B&W2 . )

The Boilers are subject to Section 22a-174-22 of the Regulations of
Connecticut State Agencies (*Regulations”). On and after May 31,
1995, Subsecticn (e) of Section 22z-174-22 of the Regulations
Iequires that the Boilers emit NOx at a rate no greater than 0.25
pounds per million British thermal units (“lbs/MMBtu”) of heat input.

Stack testing conducted in March and April of 1595 showed that
boilers numbered CRI, CB2, CB3, and B&W2 exceeded the allowable NOx
emlsslion rate. Stack testing cénducted in March of 2000 showed that

all five boilers excesded the allowable NOx emission rate.

Pursuant to Subsection (j) of Section 22a-174-22 of the Regulations,

on and after the date that DNC acquires the Boilers, DNC will acquire
approved DERCs o offset excess NOx emissions from the Boilers. DNC

intends to continue acquiring approved DERCs as needed.

Approved DERCs are defined for purposes of this order as those for
wnlch the Commissioner has provided written authorization for use in
compliance with Section 228-174-22 of the Regulations.
The Commissioner, in accordance with the provisions of this Trading
Agreement and Order, and pursuant to Subsection (j) of Section 22a-174-22
or the Regulations hereby allows DNC to comply with Section 22a-174-22 of
I : gh use of DERC trading referenced in Section A,
. ,achieve the NOx emission reduction required by Subdivision (
of Subsection (d) of Section 22a-174-22 of the Regulations.

With the agreement of DNC, the Commissione acting under Connecticuc

r,
General Statutes Secticns 22a-6, 22a-171, 22a-174, 22a-176, and 22a-177,
orders DNC as follows:

1. The terms and conditions established by this Trading Agreement and
Order shall become effective on the date DNC acqulires the Boilers,

and when this Trading Agreement ang Order has been issued.
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Dominion Nuclear TRADING AGREEMENT AND
Connecticut, Inc. ORDER NO. 8222

On and after the date that DNC acguiresg the Boilers, DNC shall
have in its possession approved DERCs for the Boilers; shall
document and record the amounts of all fuel and approved DERCs
used by each Boiler each month; shall maintain and provide such
records in accordance with the following and Section 22a-174-4 of
the Regulations, until May 1, 2003; and:

a. Before the first day of each month, calculate projected
DERCs required for the Boilers for the next calendar

month as follows:

DERCs (tons) = (Estimated Fuel Use in MMBTU X
(FLER (1b/MMBTU) - [.95 x .25 1lb/MMBTU])}+2000 pounds

Where FLER means full load emissidn rate referenced in
paragraph C.3. of this Trading Agreement and Crder;

DNC shall have in its possession sufficient approved
DERCs no. later than the first of each calendar month to
assure compliance For, at a minimum, that month. Excess
DERCs from previous months can be applied to subsequent
months. Approved DERCs shall be acquired on and after
the date that DNC acquires the Boilers, and until DNC
achieves permanent compliance with the emission standard
in Subsection {e) of Section 22a-174-22 of the
Regulations;

No later than the renth day of each month, calculate
approved DERCs used in the preceding calendar month;

Document and record meonthly fuel used by each Beoller and
the approved DERCs used; '

Notwithstanding paragraph C.2.a. of this Trading
Agreement and Order; DERCs required shall be adjusted
upwards by at least 100% if DERCs are not in DNC's
possession prior to use. However, based on the gravity
of the noncompliance, the Commissioner may reqgquire
additional upward adjustment; -

DNC shall notify the Commissioner in writing, within
thirty (30) days from the date of discovery of any
deficit in DERCs, and.shall submit copies of supporting
caleulations for review and approval by the Commissioner;

No later than March 1, 2002, 2003 and 2004, include with,
its annual emissions report to the Commissioner, the fuel
consumed and apprcved DERCs used monthly for the previous
calendar year;

Keep records and supporting documentation as described in
this section for a minimum of five years, commencing OIl
the date such records are created;

Keep documentation to demonstrate that DERCs used during
rhe ozone season were generated during the ozone season.

ozone season is from May 1 through September 30 in
e : - 200 0]
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TRADING AGREEMENT AND

TABLE 1
DNC - FLERs and NOx Emission Rates

ORDER NO.

8222

Generator certification of, this fact
and

Commissioner
ritten reguest

g Agreement and Order, and until

DNC, during operation of each Boiler, shall not
greement and

Stack Test
Result
{(1b/MMBtu)

Stack Test

FLER
(lb/MMBtu)

NOx RaCT
Rate
{l1b/MMBtuy

Date

FUEL TYPE ]
3/8/00 : - 0.

No. 4 o0il 0

BOILER
Boiler
CR1
Boiler
CB2
Boiler
CR3
Boiler
B&Wl
Boiler
B&W2

.38 25

No. 4 oil 0.35 378700 [ . ' 0.25

No. 4 o1l .32 3/8/00 . 0.25

No. o0il .26 4/12/00 0.25.

No. oil .32 .25

4/12/00 . 0

No later than May 1, 2003, DNC shall comply with the .
requirements of Subdivision (1) of Subsection {d) cf Section
22a-174-22 of the Regulations, However, after full pProgram
review of this and other Trading Agreements and Orders and,

determined to be appropriate, i

if
: . E‘ the Commissioner may grant a
written extension of this Trading Agreement and Order.

The FLER may be adjusted upon satisfactory demonstration to the
Department "and written approval by the Commissioner.

Exceedance of an established FLER sha
‘restitution by matching the quantit
caused by the exceedance plus a 100

. . input during the period
non-compliance divided by 2000 lbs/ton, If the period of )
ance 1s not xnown, the time period from the completion
ast/previous Department witnessed stack test through the
date compliance is achiseved as approved by the Commissioner
shall be used. However, based on the gravity of the
noncompliance, the Commissioner may require additional upward .
~adjustment.

Jursuant to Subsection (k) of Section 22a-174-22 of the i
Regulations, DNC shall conduct NOx emissicn tests of the Boilers
at least once every five years. Such testing shall take place
no later than five date of the last test for the
Boilers identi his Trading Agreement and
Order. 1In no event shali such testing be later than five vears
from the date that the previous test was reqguired to be
conducted by. : .

8. Apor ls. DNC shall use best efforts to submit to thT}]
Initials: iﬁﬁg ‘ } !Q\
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Dominion

Connecticut, Inc. .

Initials:

TRADING AGREEMENT AND
ORDEZER NO. 8222

Commissioner all documents required by this Trading Agreement
and Order in a complete and approvable form. If the .
Commissioner notifies DNC that any document or other action is

deficient, and does not approve it with conditions or
and DNC shall correct

modifications, it is deemed disapproved, _ .
the deficiencies and resubmit it within the time specifiled by
the Commissioner or, if no time is specified by tle
Commissioner, within 30 days of the Commissioner'’s notice of
deficiencies. In approving any document oxr other action under
this Trading Agreement and Order, the Commlssioner may approve
the document or other action as submitted or performed or with
such conditions or modifications as the Commissioner deems
necessary to carry out the purposes of this Trading Agreement
and Order. Nothing in this paragraph shall excuse noncompliance

or delay.

Nuclear 4

Definitions. As used in this Trading Agreement and Order,
"Commissioner"” means the Commissioner or a repyesgentative of
the Commissioner. "Ozone seascn' means the period from May 1
rhrough September -30 in any given calendar year, The date of
v{ssuance” of this Trading Agreement and Qrder is the date the
Trading Agreement and Order 1s deposited in the U.S. mail or
personally delivered, whichever is earlier.

Dates. The date of submission to the Commissioner of any
document reqguired by this Trading Agreement and Order shall be
the date such document is received by the Commlssioner. The
date of any notice by the Commissioner under this Trading
Agreement and Order, including but not limited to notice of
approval or disapproval of any decument or other action, shall
be the dats such notice is deposited in the U.S. mail or :is
personally delivered, whichever is earl:ier. Except as otherwise
specified in this Trading Agreement and Order, the word "day" as
used in-this Trading Agrzement and Order means calendar day.

any document ox action which 1is regulred b¥ this Trading
Agreement and Order to bz submitted or per ormed bg a date which
falls on a Saturday, Sunday or a Connecticut or federal holiday
shall be submitted or performed by the next day which 1s not a
Saturday, Sunday or Connacticut or federal heliday.

Certification of documents. Any document, including but not
Iimited to any notice, waich is reguired to be submitted to the
Commissioner under this Trading Agreement and Order shall be
signed by DNC or, if DNC is not an individual, by DNC’s chief
executive officer or a duly authorized representative of such
officer, as those terms are defined in §2 a-430-3(b) (2) of the
Regulqtlons of Connecticut State Agencies, and by the
individual (s) responsible for actually preparing such document, -
and DNC or DNC's chief executive officer and each such
individual shall certify in writing as follows: "I have
personally examined and am familiar with the information
submitted in this document and all attachments thereto, and I
certify, based on reasonable.1nvest1gatlog,‘1nc1udlgg my inguiry
of those individuals respensible for obtalning the information,
that the submitted information is true, accurate and complete to
fhe best of my knowledge and belief. I understand, that any
false statement made in the submitted information is punishable
a8 a criminal offense under §53a-157b of the Connecticut General

Statutes and any other applicable law."

Noncompliance. This Trading Agreement and Order is a final order
of the Commissioner with respect to the matters addressed
herein, and is nonappealable and immediately enforceable.
Failure to comply with this Trading Agreement and Order may
subject DNC to an injunction and penalties.

ralse statements. Any false statement in any information
submitted pursuant to this Trading Agreement and Oxrder 1is
punishable as a criminal offense under §53a-157k of_ the
Connecticut General Statutes and any other applicable law.

Date: th }0\




Dominion Nuclear 5 TRADING AGREEMENT AND

Connecticut, Inc. ) ORDER NO. 8222
14. Notice of transfer: liability of DNC. Until DNC has fully
ith this Trading Agreement and Order, DNC shall notify
in writing no later than 15 days after

Trading Agreement and
cted by the pa$sa%e ©f title to any
property to any cther bPersen or municipality. '

15. Commissioner's powers. Nothing in this Trading Agreement and
Order shalf atfect the Commissioner's authority to institute
any proceeding or take any other action Lo prevent or abate
viglations of law, brevent or abate pollution, recover costs
and natural resource damages, and to lmpose penalties for past,
present, or future violations of law.. If at ang time the .
Commissioner determines that the actions taken v DNC pursuant
to this Trading Agreement and Order have not successfully
corrected all violations, fully Characterized the extent or
degree of ang pollution, or successfully abated or prevented
pollution, the Commissioner may institute any proceeding to
Téquire DNC to undertake further investigation or further
action to prevent or abate viclations or pollution.

DNC's obiigations under law. Nothing in this Trading Agreement
and Order shall relieve DNC of other obligations under
applicable féderal, state and local law.

Access to facility. ANy representative of the Department of
Environmental Protection may enter the facility without prior
notice for the purposes of monitoring and enforcing the actions

required or allowed by this Trading Agreement and QOrder.

No effect on rights of other persons. This Trading Agreement
and Order neither creates nor atfects ang_rlghts of persons or
1

municipalities that are not parties to this Trading Agreement

and Order.

No_Creation of property Rights. This Trading Agreement and
Order does not create any property rights with respect to these

DERCs.

Notice to Commissioner of changes.
DNC Eecomes.aware of he i

Notification of noncompliance. In the event that DNC becomes.
aware that it did not or may not comply, or did not or may not
comply on time, with any requirement or this Trading Agreement
and Order or of any document required hereunder, DNC shall
immediately notify by telephone the individual identified in
the next paragraph and shall take all reasonable ‘steps to
ensure that any noncompliance or delay is avoided or, if
unavoldable, is minimized Lo the greatest extent ossible.
Within five (5) days of the initial notice, DNC s all submit in
writing the date, . and duration of the noncompliance and
the reasons for the noncompliance or delay and propose, for the
review and written approval of the Commissioner. dates by which
compliance will be achieved, and DNC shall comply with any

dates which may be approved in writing by the Commissioner.

NOEXii;ﬁifon by DNC shall not excuse nonccmpliance 07
; ~ - )
5 : Date: ;Qégq /
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Dominion Nuclear 6 TRADING AGREEMENT AND
Connecticut, Inc. QRDER NO. 8222

23.

Initials:

and the Commissioner’s approval of any compliance dates
proposed shall not excuse noncompliance oxr delay unless
specifically so stated by the Commissioner 1n writing.

Submission of docuyments. Any document required to be submitted

to the Commissioner under this Trading Agresment and Order
shall, unless otherwise specified in this Trading Agreement and
Order or in writing by the Commlssioner, be directed to:

Wendy Jaccbs . .
Department of Environmental Protection
Bureau of Air Management .
Fmissions and Credit Trading Section
79 Elm Street .

Hartford, Connecticut 06106-5127
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Connecticut, Inc. . ORDER NO. 8222
DNC consents to the issuance of this Trading Agreement and Order without
further notice. The undersigned certifies that he/she is fully authorized to
enter 1nto this Trading Agreement and Order and to legally bind DNC to the
Cerms and conditions c¢f the Trading Agreement and Order.

Domi@ion Nuclear Connecticut, Inc.

Signature: W\QFC\_Q , ‘t’:“CQEer o
Type Name: vl . focoert™ | .
Type Title: \NGR-Aretzent ot Ot Eady g e vl O%hcer
pate: 320 /0)

Issued as a final order of the Commissioner of

Environmental Protection on M 29

Archur J . B
Commissig

MATLED CERTIFIED MAIL,
RETURN RECEIPT REQUESTED

Certified Document
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PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

The following criteria were developed using U. S. Environmental Protection Agency’s (EPA)
State Implementation Plan (SIP) Completeness criteria found in Appendix V to 40 Code of
Federal Regulations, Part 51, and using the requirements of the Economic Incentive Program
(EIP) Final Rule, 40 Code of Federal Regulations Part 51.493, published April 7, 1994, 59 FR
16650.

A. PROGRAM SCOPE

Part I of this narrative is generic for Connecticut’s program. Part II of this narrative is specific to
the individual source involved and may be for one or more of the following: creation, use or
averaging of credits, including discrete emission reduction credits (DERCS) and allowances.

EPA has set forth its guidance for DERCs in EIP guidance designed to cover an entire range of
market-based approaches for stationary and mobile sources, one of which is emissions trading,
including the creation of DERCs from nitrogen oxides (NOXx) control and the use of DERCs to
meet NOx Reasonably Available Control Technology (RACT) requirements. Creation of
DERC:s for use in compliance with the NOx RACT rules meets the criteria for such programs set
forth in the EIP rules. DERC creation is a type of emissions-limiting strategy, as that term is
used in EPA’s EIP guidance.

The present scope of this program includes approval of creation and use of specific discrete
emission reductions from a single source, and thereby define them retrospectively as DERCs for
use or trading until May 1, 2003 by sources for compliance with Section 22a-174-22 of the
Regulations of Connecticut State Agencies (Regulations), regarding control of NOx. Record
keeping and monitoring by the Department, as described below, will allow an accurate
retrospective assessment of the number of major sources creatirig and/or using NOx DERCs as a
method of compliance. The DERC creator and user must comply with all other applicable local,
state and federal laws and regulations.

B. STATEMENT OF GOALS AND RATIONALE

The goal of the emissions trade is to lower the cost of compliance with NOx control
requirements. The purpose of approving emission reductions as DERCs is to encourage the over
control of emissions, below the lower of actual or allowable emissions, and to provide affected
sources the flexibility of an alternative mechanism for meeting environmental requirements as
envisioned by the Connecticut NOx RACT regulations (Section 22a-174-22 of the Regulations).

An advantage of this mechanism is the incentive it provides sources of air contaminant emissions
to reduce their emissions below the limits that are established under traditional command and

control regulatory programs. It also improves rule effectiveness by allowing for more timely rule
compliance because more options are available to the regulated source. DERC trading is intended




to benefit both the environment and the regulated entities and can achieve equal or better
environmental results at a lower cost than traditional regulatory approaches.

Creation or use of DERCs in compliance with Section 22a-174-22 of the Regulations will not
interfere with reasonable-further-progress (RFP) demonstrations filed with EPA by the State of
Connecticut. Indeed, the program should assist the DEP in advancing RFP. The DERC creator
and user of DERCs, will continue to report actual emissions. The state inventory will reflect
shutdowns or actual emissions as determined from an approved baseline of emissions indicated
in each Trading Agreement and Order. The DEP monitors the generation of DERCs and the
eventual use of DERCs and conducts a yearly audit of the program.

DERCs produced by the above-described methodology are real, quantifiable, surplus, permanent
and enforceable, as required by EPA EIP guidance. Specifically, the reductions are:

Real because they result in a reduction of actual emissions released into the air, net of any
consequential increase in actual emissions resulting from shifting demand. The emission
reductions are properly measured, recorded and reported.

Quantifiable because they are based on an appropriate reliable and replicable protocol, providing
the rate and total mass amount of reduction.

Surplus because they are not required by any Connecticut Statute or regulation mandated by a
current State Implementation Plan (SIP), and are not currently relied upon in any applicable
attainment plan, any reasonable further progress plan or milestone demonstration.

Permanent because the advanced control systems are in place and operating and an appropriate
tracking system is in place to monitor use of DERCs.

Enforceable because the DERCs are approved by the Commissioner retrospectively.

Creation and subsequent use of DERCs should be viewed as a program that operates within the
known constraints of RFP, the NOx rule, and other SIP requirements. Restrictions on the use of
DERC:s will address concerns about RFP and attainment in a context of intertemporal trading.
Specifically, the Commissioner will require that:

The DERCs must be certified by the Department prior to use.

DERCs generated during non-ozone season months may not be used during the ozone
season. Only the DERCs produced during ozone-season months of May through
September are available for use during the ozone season.

DERCs are presently authorized only for the purpose of compliance with Section 22a-
174-22 of the Regulations for use before May 1, 2003.




Written permission must be obtained from the Commissioner before DERCs are utilized
by sources. Upon approval by the Commissioner, however, such DERCs may be used by
sources with valid Trading Agreement and Orders authorizing such use.

On an overall state basis, improved NOx rule-effectiveness will assure that any excess in the
number of DERCs used as compared to those created during any particular time period will not
have a significant impact on projected reductions of NOx. Careful tracking and monitoring of
DERC generation and use will allow timely program changes, as required.

Use of DERCs will not jeopardize RFP since the state's NOx rule emission limits for the sources
creating and/or using DERCs are more stringent than EPA's NOx RACT guidance (57 FR 55620,
November 25, 1992) and, therefore, a reduction beyond that federally-required will be occurring.

A yearly audit and on-going tracking and momtoring of DERC use and creation by the state will
allow for timely program changes if the use of DERCs exceeds their creation by a significant
amount. A full program assessment will be conducted and the program may be extended beyond
April 30, 2003.

The creation and use of DERCs improves the probability of the RFP demonstration as a result of
a combination of factors including seasonal shifting of NOx emissions from summer to winter, a
minimum ten (10) percent retirement of DERCs upon their creation to assure a benefit to the
environment and the inventorying of DERC:s prior to use. There may be some environmental
benefit from removing NOx and other pollutants from the air at a time when emissions were at
higher levels and using them at a later time. Taken together, these benefits qualify as exceptional
under EIP requirements. '

C. BASELINE

The program baseline is the Connecticut 1990 base year ozone emission inventory. This
inventory is the benchmark against which early emission reductions are measured by the state
and serve as the starting point from which to generate a projected inventory for the ozone season
used in the ozone attainment demonstration analysis. Finally, it is the basis for the evaluation of
potential control strategies to meet the Clean Air Act mandates to reduce emissions. For
individual sources the baseline will be the lower of actual or allowable emissions.

D. MONITORING, RECORD KEEPING AND REPORTING REQUIREMENTS

Subject sources will comply with the applicable provisions of Section 22a-174-22(k) of the Regulations,
Emissions Testing and Monitoring and Section 22a-174-22(1) of the Regulations, Reporting and Record
keeping. Records will be maintained for a minimum of five (5) years, and will be made available during
normal working hours for review by the Department upon request.




An accounting of the use of all DERCs created and approved by the Department will be provided to the
Commissioner no later than March | of every year for the preceding calendar year. This reporting will
be in a form prescribed by the Commissioner and will be used by the Department to audit the program,
to assure that DERC:s are used only once, and to represent the DERCs and their use in required EPA
modeling, demonstration and reporting requirements.

The effects of the use of DERCs will be monitored by the state using an enhanced inventory reporting
procedure. Reporting for purpose of DERC use and for the annual emission inventory program must be
done on the same basis to address baseline accounting issues. Particular emphasis is placed on the
relationship of the creation and use of DERCs to determine if additional restrictions are needed to assure
that the use of DERCs does not jeopardize RFP. After issuance of each Trading Agreement and Order
the source using DERCs agrees to have sufficient approved DERCs in its possession at all times to
provide for operation for the current calendar month. At a minimum, any excess emissions not on hand,
prior to use by an individual source are corrected by requiring the source to retire the number of DERCs
that should have been on hand prior to use and an additional 100%. The Commissioner has provided
notice to air pollution control agencies of all adjacent states of this SIP revision.

E. IMPLEMENTATION SCHEDULE

Once approved, DERCs created may be used for approvéd purposes for compliance with Section 22a-
174-22 of the Regulations through Aprii 30, 2003. :

F. ADMINISTRATIVE PROCEDURES

This action will be submitted to EPA for their review and approval as a revision to the SIP for air
quality, as required by the Clean Air Act. The authority to adopt this revision is granted by Section 22a-
6 of the Connecticut General Statutes (CGS). Public notice has been provided as required in CGS
Sections 22a-6, 4-168 and 40 Code of Federal Regulations Part 51.102.

G. ENFORCEMENT MECHANISMS

Compliance is determined based upon emissions records, monitoring data, stack testing, DERC
ownership and use records and compliance with the Trading Agreement and Order. Conditions of the
DERC Trading Agreement and Order will be subject to enforcement procedures and penalties under
Sections 22a-174-12 and 22a-174-22 of the Regulations.

H. AUDIT AND RECONCILIATION




The State of Connecticut will monitor the effects of creation and subsequent use of DERCs by using the
reporting procedures required herein. A summary of the creation and use of DERCs will be prepared
each year along with an audit of each source, which is conducted every spring, and the program=s
overall performance is audited annually. Particular emphasis is placed on the relationship of the creation
and use of DERCs to determine if additional restrictions are needed to assure that the use of DERCs
does not jeopardize RFP. Tracking and monitoring of DERC use and creation will allow timely
changes, if necessary. A complete review of the program has been undertaken and extension of the
program through April 30, 2003 is found to be desirable. Another program review will be conducted
before the program is extended beyond April 30, 2003.

PART 2. DESCRIPTION OF DERC CREATION AND/OR USE
By Trading Agreement and Order 8107 Modification No. 2

~ A. Administering Agency:

The State of Connecticut

Department of Environmental Protection
Bureau of Air Management

B. Pollutant and Regulatory Standard Affected :
NOx, Section 22a-174-22 of the Regulations of Connecticut State Agencies

C. Source:
Five oil-fired heating boilers
CBl1, CB2, CB3, B&W1 and B&W2.

Northeast Nuclear Energy Company (NNECOQO)
Millstone Nuclear Power Station

Rope Ferry Road

Waterford, CT

(Is now Dominion Nuclear Connecticut (DNC))

. Designated Representative:
No longer applicable for NNECO

E. Nonattainment Area Classification: Serious

F. Summary of Compliance ,
Time Period: . Northeast Nuclear became DNC on March 31, 2001. Order 8222 replaced 8107.
Purpose: NOx Emission compliance




DERCS needed: . The facility used .02 ozone and 2.94 non-ozone tons in 2001.

Maximum Emission Rate: see the Table provided in Trading Agreement and Order 8107
Modification No. 2.

G. Description of Compliance

NNECO is a Connecticut corporation that previously owned and operated the Millstone
Nuclear Power Station at Rope Ferry Road, Waterford, Connecticut (Facility). At the
Facility, NNECO operated five (5) oil-fired heating boilers (boilers), numbers CB1, CB2,
CB3, B&W1 and B&W2 which are projected to use DERCs. Under Trading Agreement
and Order No. 8107 pursuant to Section 22a-174-22() of the Regulations, for all of the
boilers except for B&W1, NNECO used approved DERCs. Stack testing conducted in
March 2000 showed that three of the boilers exceeded the full load emission rate (FLER)
established in Trading Agreement and Order 8107, and one of the boilers that previously
met the emission limit in Section 22a-174-22 of the Regulation now exceeds the
applicable emission limit. Trading Agreement and Order No. 8107 Modification No. 2

does the following:
Includes boiler B& W1 (boiler that previously met the emission limit);
Upwardly adjusts the FLERS for boilers CB1, CB2, CB3 and B&W2;
Requires that NNECO will offset excess emission with DERCs;

Retires 6.4 tons of DERCs to offset DERCs not on hand at the time of use; and

Requires that NNECO shall document and record the amounts of all fuel and
approved DERCs used by each boiler each month and shall calculate projected
DERC:s as provided in the Modification No. 2.

An enforcement penalty in the form of additional DERC retirement was assessed and
recovered in Consent Order 1638 to address the FLER and emission exceedances.




STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

STATE OF CONNECTICUT |
TRADING AGREEMENT AND

AND | ORDER NO. 8107
MODIFICATION NO. 2

NORTHEAST NUCLEAR
ENERGY COMPANY

TRADING AGREEMENT AND ORDER MODIFICATION

In the matter of a Trading Agreement and Order between the Commissioner of Environmental
Protection (“Commissioner”) and Northeast Nuclear Energy Company (‘NNECO”).

WHEREAS, the Commissioner and NNECO, having agreed to the terms and conditions set
forth in Trading Agreement and Order No. 8107 issued on October 13, 1993, and Trading
Agreement and Ozder No. 8107 Modification issued on April 29, 1999, do now, by mutual
agreement, modify said Trading Agreements and Orders as follows: :

1 Delete paragraph A.2. and substitute the following therefor:

At the facility, NNECO operates five (3) oil-fired heating boilers (“boilers™),
numbered CB1, CB2, CB3, B&W1, and B&W?2.

Delete paragraph A.3. and substitute the followin g therefor:

The boilers are subject to Section 22a-174-22 of the Regulations of Connecticut
State Agencies (“Regulations”). On and after May 31, 1995, Section 22a-174-
22(e) of the Regulations requires that the boilers emit nitf_égcn oxides (“NOx”) at
a rate no greater than 0.25 pounds per million British thérmal units
(“Tos/MMBtu”) of heat input. ' ~

Add paragraph A.4. as follows:

Stack testing conducted in March and April of 1995 showed that boilers numbered
CB1, CB2, CB3, and B&W?2 exceeded the allowable NOx emission rate. Stack
testing conducted in March of 2000 showed that all five boilers exceeded the
allowable NOx emission rate.

~— Date: 3 \163 \ o \
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NORTHEAST NUCLEAR TRADING AGREEMENT AND ORDER
ENERGY COMPANY MODIFICATION NO. 2

Initials:

Add paragraph A.5. as follows:

Pursuant to Section 22a-174-22(j) of the Regulations, NNECO will acquire
approved emission reduction credits (“ERCs™) to offset excess NOx emissions
from the boilers.” Approved ERCs are defined for purposes of this order as those
for which the Commissioner has provided written authonzation for use in
compliance with Section 22a-174-22 of the Regulations.

Add paragraph A.6. as follows:

From January through April, 1997, NNECO did not have sufficient ERCs on
hand to cover excess NOXx emissions from boilers numbered CB1, CB2, CB3,
and B&W?2. Excess NOx emissioné during said time period were 3.2 tons.

Add paragraph A.7. as follows:

NNECO has adjusted the 3.2 tons of ERCs required in paragraph A.6. upwards by
100% and retired the required ERCs (6.4 tons) on Apnl 23, 1997.

Delete paragraph C.1. and substitute the following therafor:

On and after May 31, 1995 for boilers numbered CB1, CB2, CB3, and B&W?2,
and on and after Aprl 12, 2000 for boiler numbered B&W1 , NNECO shall have
in its possession approved ERCs for the boilers; shall document and record the
amounts of all fuei and approved ERCs used by each boiler each month; shall
mamtam and provide such records in accordance with the follow:mcr and Section

2a-174-4 of the Regulations, until May 1, 2003; and:

Before the first day of each month, calculate proyected ERCs required for
the boilers for the next calendar month as follows

ERCs (ions) = (Estimated Fue] Use in MMBTU X (FLER(}b/MMBTU) -
[.95 x .25 I/MMBTU]) #2000 pounds _

Where FLER means full load emission rate referenced in paragraph C.2.;

Except as otherwise specified in subparagraphs C.3. and C.4., NNECO
shall have in their possession sufficient approved ERCs no later that the
first of each calendar month t6 assure compliance for, at 2 minimum, that

Date: 3\'1£9 \0\ |




NORTHEAST NUCLEAR ' TRADING AGREEMENT AND ORDER
ENERGY COMPANY MODIFICATION NO. 2

month. Excess credits from previous months can be applied to subsequent
months. Approved ERCs shall be acquired for the period beginning May
31, 1995 for boilers numbered CB1, CB2Z, CB3 and B&W2, and April 12,
2000 for boiler numbered B& W1, and until NNECO achievés permanent
compliance with the emission standard in Section 222-174-22(e) of the

Regulations;

No later than the tenth day of each month, calculate approved ERCs used
in the preceding calendar month;

Document and record monthly fuel used by each boiler and the approved
ERCs used;

No Jater than March 1, 1999 and on March 1; thereafter-until 2004, include
with its annual emissions report to the Commissioner, the fuel consumed
and approved ERCs used monthly for the previous calendar year;

Retain records and supporting documentation as described in this section
for 2 minimum of five years, commencing on the date such records were

created;

Maintain documentation to attest to the fact that approved ERCs used
during the ozone season were generated during the ozone season. The
ozone season is May 1 to September 30 in any calendar year. Generator -
certification of this fact shall be sufficient;

Provide the records specified above to the Commissioner within thirty (30)
days of receipt of a writien request from the Comrmissioner;

Notwithstanding pardgraph C.1.a.; ERCs requife"dﬂs.hail be adjusted
upwards by at least 100% if ERCs are not in NNECO's pOssession prior o
use; '

NNECO shall notify the Commissioner in writing, within thirty (30) days
from the date of discovery of any deficit in ERCs, and shall submit copies
of supporting calculations for review and approval by the Commissioner;

and

Nothing in this Trading Agreement and Order shall prohibit the
Commissioner from imposing additional premiums or taking additional
enforcement action that the Commissioner deems appropriate.

Date: 3 iQG 1,0\




TRADING AGREEMENT AND ORDER
MODIFICATION NO. 2

NORTHEAST NUCLEAR
ENERGY COMPANY

8. Delete paragraph C.2. and substitute the following therefor:

From May 31, 1995 to May I, 2003, for boilers numbered CBI, CB2, CB3 and
B&W?2, and from April 12, 2000 to May 1, 2003 for boiler numbered B&W1,
NNECO, during operation of each boiler, shall not exceed the FLERs shown in
Table 1 below.

Table 1
FLERs and NOx Emission Rates

FUEL

FLER rate
(Ib/MMBtu)
prior to 2000

stack test

FILER rate
(Ib/MMBtu)
On and after

2000 stack test |

2000 Stack
test rate -
(lb/MMB tu)

RACT rate
limits

1 (Ib/MMBtu)

Soiler CB1 No. 4 oil 033 0.42 ‘o 38 0.25

Boiler CB2 No. 4 cil 0.33 0.39 0.35 025

Boiler CB3 No. 4 ol 0.33 . 035 032 0.25

3oiler B&W1 No. 4 oil N/A 0.29 0.26 0.25

3oiler B&W?2 No. 4 oil 0.26 0.35 0.32 0.25

All other terms and conditions of Trading Agreement and Order no. 8107 issued by the
Commissioner acting under Chapter 446¢, Sections 22a-6, 22a-171, 22a-174, 22a-176, and 22a-
177 of the Connecticut General Statutes shall remain in effect.

Initials:
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NORTHEAST NUCLEAR 5 TRADING AGREEMENT AND ORDER
ENERGY COMPANY MODIFICATION NO. 2

Northeast Nuclear Energy Company hereby consents to the entry of this modification to the
Trading Agreement and Order without further notice.

N% Nuclear Energy Company

Frank C. Rothen

Signature:

Type Name:

Type Title: VP--Nuclear Work Services

Date: 38 6 'O" AN
Entered as a modification of E Order of the Co ssipner of Enys orime » tection
numbered 8107 this day of M 200A. I ;

Arthur J. Rocque,v
Commissioner

TOWN OF WATERFORD
LAND RECORDS

MAILED CERTIFIED MALL,
RETURN RECEIPT REQUESTED

Certified Document No.




REVISION TO THE STATE IMPLEMENTATION PLAN
STATE OF CONNECTICUT
FOR SINGLE SOURCE COMPLIANCE WITH CONNECTICUT
EMISSION LIMITS ON OXIDES OF NITROGEN
Section 222-174-22 of the Regulations of Connecticut State Agencies
THROUGH USE OF DISCRETE EMISSION REDUCTION CREDITS
(DERCs)

The Connecticut Resources Recovery Authority
Trading Agreement and Order No. 1494A

April 2002
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PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

The following criteria were developed using U. S. Environmental Protection Agency's (EPA)
State Implementation Plan (SIP) Completeness criteria found in Appendix V to 40 Code of
Federal Regulations, Part 51, and using the requirements of the Economic Incentive Program
(EIP) Final Rule, 40 Code of Federal Regulations Part 51,493, published April 7, 1994, 59 FR
16690.

A. PROGRAM SCOPE

Part I of this narrative is generic for Connecticut's program. Part IT of this narrative is specific to
the individual source involved and may be for one or more of the following: creation, use or
averaging of credits, including discrete emission reduction credits {DERCS) and allowances.

EPA has set forth its guidance for DERCs in EIP guidance designed to cover an entire range of
market-based approaches for stationary and mobile sources, one of which is emissions trading,
including the creation of DERCs from nitrogen oxides (NOx) control and the use of DERCs to
meet NOx Reasonably Available Control Technology (RACT) requirements. Creation of
DERC:s for use in compliance with the NOx RACT rules meets the criteria for such programs set
forth in the EIP rules. DERC creation is a type of emissions-limiting strategy, as that term is
used in EPA’s EIP guidance.

The present scope of this program includes approval of creation and use of specific discrete
emission reductions from a single source, and thereby define them retrospectively as DERCs for
use or trading until May 1, 2003 by sources for compliance with Section 22a-174-22 of the
Regulations of Connecticut State Agencies (Regulations), regarding control of NOx. Record
keeping and monitoring by the Department, as described below, will allow an accurate
retrospective assessment of the number of major sources creating and/or using NOx DERCs as a
method of compliance. The DERC creator and user must comply with all other applicable local,
state and federal laws and regulations.

B. STATEMENT OF GOALS AND RATIONALE

The goal of the emissions trade is to lower the cost of compliance with NOx control
requirements. The purpose of approving emission reductions as DERCs is to encourage the over
control of emissions, below the lower of actual or allowable emissions, and to provide affected
sources the flexibility of an alternative mechanism for meeting environmental requirements as
envisioned by the Connecticut NOx RACT regulations (Section 22a-174-22 of the Regulations).

An advantage of this mechanism is the incentive it provides sources of air contaminant emissions
to reduce their emissions below the limits that are established under traditional command and

control regulatory programs. It also improves rule effectiveness by allowing for more timely rule
compliance because more options are available to the regulated source. DERC trading is intended




to benefit both the environment and the regulated entities and can achieve equal or better
environmental results at a lower cost than traditional regulatory approaches.

Creation or use of DERCs in compliance with Section 22a-174-22 of the Regulations will not
interfere with reasonable-further-progress (RFP) demonstrations filed with EPA by the State of
Connecticut. Indeed, the program should assist the DEP in advancing RFP. The DERC creator
and user of DERCs, will continue to report actual emissions. The state inventory will reflect
shutdowns or actual emissions as determined from an approved baseline of emissions indicated
in each Trading Agreement and Order. The DEP monitors the generation of DERCs and the
eventual use of DERCs and conducts a yearly audit of the program.

DERCs produced by the above-described methodology are real, quantifiable, surplus, permanent
and enforceable, as required by EPA EIP guidance. Specifically, the reductions are:

Real because they result in a reduction of actual emissions released into the air, net of any
consequential increase in actual emissions resulting from shifting demand. The ernission
reductions are properly measured, recorded and reported.

Quantifiable because they are based on an appropriate reliable and replicable protocol, providing
the rate and total mass amount of reduction.

Surplus because they are not required by any Connecticut Statute or regulation mandated by a
current State Implementation Plan (SIP), and are not currently relied upon in any applicable
attainment plan, any reasonable further progress plan or milestone demonstration.

Permanent because the advanced control systems are in place and operating and an appropriate
tracking system is in place to monitor use of DERCs.

Enforceable because the DERCs are approved by the Commissioner retrospectively.

Creation and subsequent use of DERCs should be viewed as a program that operates within the
known constraints of RFP, the NOx rule, and other SIP requirements. Restrictions on the use of
DERCs will address concerns about RFP and attainment in a context of intertemporal trading.
Specifically, the Commissioner will require that:

The DERCs must be certified by the Department prior to use.

DERCs generated dliring non-ozone season months may not be used during the ozone
season. Only the DERCs produced during ozone-season months of May through
September are available for use dunng the ozone season.

DERC:s are presently authorized only for the purpose of compliance with Section 22a-
174-22 of the Regulations for use before May 1, 2003.




Written permission must be obtained from the Commissioner before DERC:s are utilized
by sources. Upon approval by the Commissioner, however, such DERCs may be used by
sources with valid Trading Agreement and Orders authorizing such use.

On an overall state basis, improved NOx rule-effectiveness will assure that any excess in the
number of DERCs used as compared to those created during any particular time period will not
have a significant impact on projected reductions of NOx. Careful tracking and monitoring of
DERC generation and use will allow timely program changes, as required.

Use of DERCs will not jeopardize RFP since the state's NOx rule emission limits for the sources
creating and/or using DERCs are more stringent than EPA's NOx RACT guidance (57 FR 55620,
November 25, 1992) and, therefore, a reduction beyond that federally-required will be occurring.

A yearly audit and on-going tracking and monitoring of DERC use and creation by the state will
allow for timely program changes if the use of DERCs exceeds their creation by a significant
amount. A full program assessment will be conducted and the program may be extended beyond
April 30, 2003.

The creation and use of DERCs improves the probability of the RFP demonstration as a result of
a combination of factors including seasonal shifting of NOx emissions from summer to winter, a
minimum ten (10) percent retirement of DERCs upon their creation to assure a benefit to the
environment and the inventorying of DERCs prior to use. There may be some environmental
benefit from removing NOx and other pollutants from the air at a time when emissions were at
higher levels and using them at a later time. Taken together, these benefits qualify as exceptional
under EIP requirements.

C. BASELINE

The program baseline is the Connecticut 1990 base year ozone emission inventory. This
inventory is the benchmark against which early emission reductions are measured by the state
and serve as the starting point from which to generate a projected inventory for the ozone season
used in the ozone attainment demonstration analysis. Finally, it is the basis for the evaluation of
potential control strategies to meet the Clean Air Act mandates to reduce emissions. For
individual sources the baseline will be the lower of actual or allowable emissions.

D; MONITORING, RECORD KEEPING AND REPORTING REQUIREMENTS

Subject sources will comply with the applicable provisions of Section 22a-174-22(k) of the Regulations,
Emissions Testing and Monitoring and Section 22a-174-22(1) of the Regulations, Reporting and Record
keeping. Records will be maintained for 2 minimum of five (3) years, and will be made available during normal
working hours for review by the Department upon request.




An accounting of the use of all DERCs created and approved by the Department will be provided to the
Commissioner no later than March 1 of every year for the preceding calendar year. This reporting will
be in a form prescribed by the Commissioner and will be used by the Department to audit the program,
to assure that DERCs are used only once, and to represent the DERCs and their use in required EPA
modeling, demonstration and reporting requirements.

The effects of the use of DERCs will be monitored by the state using an enhanced inventory reporting
procedure. Reporting for purpose of DERC use and for the annual emission inventory program must be
done on the same basis to address baseline accounting issues. Particular emphasis is placed on the
relationship of the creation and use of DERCs to determine if additional restrictions are needed to assure
that the use of DERCs does not jeopardize RFP. After issuance of each Trading Agreement and Order
the source using DERCs agrees to have sufficient approved DERCs in its possession at all times to
provide for operation for the current calendar month. At a minimum, any excess emissions not on hand,
prior to use by an individual source are corrected by requiring the source to retire the number of DERCs
that should have been on hand prior to use and an additional 100%. The Commissioner has provided
notice to air pollution control agencies of all adjacent states of this SIP revision.

E. IMPLEMENTATION SCHEDULE

Once approved, DERCs created may be used for approved purposes for compliance with Section 22a-174-22 of
the Regulatlons through April 30, 2003.

F. ADNIINISTRATIVE PROCEDURES

This action will be submitted to EPA for their review and approval as a revision to the SIP for air quality, as
required by the Clean Air Act. The authority to adopt this revision is granted by Section 22a-6 of the
Connecticut General Statutes (CGS). Public notice has been provided as required in CGS Sections 22a-6, 4-168
and 40 Code of Federal Regulations Part 51.102.

G. ENFORCEMENT MECHANISMS

Compliance is determined based upon emissions records, monitoring data, stack testing, DERC ownersh1p and
use records and compliance with the Trading Agreement and Order. Conditions of the DERC Trading
Agreement and Order will be subject to enforcement procedures and penalties under Sections 22a-174-12 and
22a-174-22 of the Regulations.

H. AUDIT AND RECONCILIATION




The State of Connecticut will monitor the effects of creation and subsequent use of DERCs by using the
reporting procedures required herein. A summary of the creation and use of DERCs will be prepared each year
along with an audit of each source, which is conducted every spring, and the program’s overall performance is
audited annually. Particular emphasis is placed on the relationship of the creation and use of DERCs to
determine if additional restrictions are needed to assure that the use of DERCs does not jeopardize RFP.
Tracking and monitoring of DERC use and creation will allow timely changes, if necessary. A complete review
of the program has been undertaken and extension of the program through April 30, 2003 is found to be
destrable. Another program review will be conducted before the program 1s extended beyond April 30, 2003.

PART 2. DESCRIPTION OF DERC CREATION AND/OR USE
By Trading Agreement and Order 1494A

. Administering Agency:
The State of Connecticut
Department of Environmental Protection
Bureau of Air Management '

. Pollutant and Regulatory Standard Affected :
NOx, Section 22a-174-22 of the Regulations of Connecticut State Agencies

. Source :
Peaking units 11A, 11B, 124, 12B, 13A, 13B, 14A, 14B
Auxiliary Boiler No. 9
The Connecticut Resources Recovery Authority
Reserve and Maxim Roads
Hartford, CT

D. Designated Representative:
Name Steven Yates,
Tel:  860-757-7700

. Nonattainment Area Classification: Serious

. Summary of Compliance




Time Period: . On and after the date which CRRA acquires each of the peaking units and the
boiler 9 prior to May 1, 2003 '
Purpose: NOx Emission compliance for eight combustion turbines (peaking units) and one

auxiliary boiler.
Estimated Annual DERCS needed: 250-300 tons ozone DERCs/year, and 10 tons non-ozone

DERCs.
Maximum Emission Rate: As provided in the Table in the Trading Agreement and Order.

Recordkeeping and Reporting

CRRA is required to make and keep records of daily fuel use, excess NOx emissions and, for the peaking units
during the ozone season, the ozone classification as forecasted by the Commissioner on the previous day.

CRRA, no later than March 1, 2002, 2003 and 2004, is required to include with its annual emissions report to
the Commissioner, DERCs used (calculated as described in paragraphs C.5.a. and C.5.b. of this Trading
Agreement and Order), by ozone and non-ozone seasons, for the previous calendar year.

CRRA is required to keep records and supporting documentation as described in this section for a minimum of five
years, commencing on the date such records are created.

CRRA is required to keep documentation to demonstrate that DERCs used during the ozone season were generated
during the ozone season. The ozone season is from May 1 through September 30 in any calendar year. Generator

certification of this fact shall be sufficient.

CRRA is required to submit the records specified above to the Commissioner within thirty (30) days of receipt of a
written request from the Commissioner.

~ G. Description of Compliance

CRRA is a public instrumentality and political subdivision of the State of Connecticut established to provide solid waste
management services to Connecticut’s municipalities. On April 30, 2001 CRRA acquired from the Connecticut Light
and Power Company nine pieces of fuel burning equipment, eight combustion turbines (peaking units} and one auxiliary
boiler. On and after the date which CRRA acquires each of the peaking units and the boiler identified in the Table in the
Trading Agreement and Order 1494A CRRA shall document and record the amounts of all fuel used by each peaking
unit and boiler each day and the number of DERCs used for the ozone season (from May 1 through September 30 of each

year) and non-ozone season (the remainder of the year).

Approved DERCs shall be acquired on and after the date which CRRA acquires each of the peaking units and the boiler,
until all of the peaking units and boiler emissions achieve permanent compliance with the emission standards i
Subsection (¢) of Section 22a-174-22 of the Regulations or until May 1, 2003, whichever occurs first. CRRA shall
acquire approved DERCs, and document and record the amounts of NOx emissions and DERCs used by each peaking




unit and the boiler each month in accordance with the appropriate emission rates and limits provided in the Table in the
Trading Agreement and Order 14944 .

Prior to CRRA’s purchase of the facility Connecticut Light and Power Company, pursuant to Order 1494, was utilizing
DERCS to offset excess emissions from the peaking units.

H. Source of DERCs:

CRRA shall have in its possession sufficient approved DERCs for the current day, based on the calculations in the
Trading Agreement and Order. CRRA shall acquire sufficient approved DERCs no later than the first of each month to
assure compliance for, at a minimum, that calendar month. Excess DERCs from previous calendar months can be
applied to subsequent months. No later than the twentieth day of each month, calculate the actual DERCs used in the
preceding calendar month, as provided in the Trading Agreement and Order. Adjust upwards by 100% the DERCs
required if DERCs are not in CRRA's possession prior to use. However, nothing in this Trading Agreement and Order
shall affect the Commissioner’s authority to institute any proceeding or take any other action to require additional
upward adjustment, based on the gravity of any alleged noncompliance or violation of law. It is anticipated that the
source will be using the 392 DERCs which were transferred from Connecticut Light and Power Company to CRRA with
the sale on 4/30/01.




@ @
STATE OF CONNECTICUT

DEPARTMENT OF ENVIRONMENTAL PROTECTION

—

In the matter of :
- Trading Agreement

The State of Connecticut and Order No. 1494A

and

the Connecticut Resources

Recovery Authority

Whereas, the Commissioner of Envirommental Protection ("Commissioner") and
the Connecticut Resources Recovery Authority ("CRRA") agree that it is .in
the public interest that theéy work cocperatively to improve the air quality
within the State of Connecticut and that the use of discrete emission
reduction credit ("DERC"} trading to reduce nitrogen oxide (“NOx”) emissions
will achieve this result in a timely and cost-effective manner:

A. At the request and with the agreement of CRRA, the Commissioner finds
the following: : ) o

1. CRRA is a public instrumentality and political subdivision of
the State of Connecticut established to provide solid waste
man@%ement services to Connecticut's municipalities. On
April 30, 2001 CRRA, will acquire from The Connecticut Light and
Power Company, and then own and operate the _nine (9) pieces of
fuel-burning equipment identified in Table 1 of this Trading
Agreement and Order. Eight (8) pieces of the fuel burning
equipment are combustion turbines (“peaking units”) and one (1)
piece of the fuel burning equipment 1s an_aux111ar¥ beiler
{"boiler”). The geaklng units and the boiler are located at
Reserve-Maxim Roads, Hartford, Connecticut (“facility”).

Pursuant to Subsection (b) of Section 22a-174-22_of the
Regulations of Connecticut State_ Agencies (“Regulations”), each
of the peaking units and the boiler identified in Table 1 of
this Trading Agreement and Order are subject to Subsections (d)
through (k) of Section 22a-174-22 of the Regulations, pertaining
to the control of NOx emissions.

Results of the cfficial U.S. Environmental Protectiocn Agency

(YEPA") Reference Method 7E stack testing performed for the
eight peaking units and cne boiler are provided in Table 1 of
this Trading Agreement and Qrder:
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Connecticut Resources
Recovery Authority

Trading Agreement

and Order No.

1494A

Table 1

CRRA - NOx EMISSION RATES AND RACT LIMITS (lbs/MMBtu)

Fuel
Burning
Equipment/
Registra-
tion No.

FUEL

FLER
{1bs/MMBtu)

NOx RACT
Rate
(Lbs/MMBtu)

Stack
Test
Rate
{ppmvd)

Stack Test
Rata
{lbs/MMBtu)

Date of
Stack
Tast

South
Meadow 11A

R260

185.3 .71 10/04/96

Other
oil

South
Meadow

R261

i0/04/986
Other
0il

South
Meadow

R262

10/02/96

Other
oil

South
Meadow

R263

10/02/96

Other
0il

South
Meadow

R264

05/15/96

Other
0il

South
Meadow

R265

05/15/96
Other
0il

South
Meadow

R266

10/11/96

QOther
0il

South ]
Meadow 14B

R267

13/11/9%6

QOther
0il

Auxiliary
Boiler
No. 9

R275

12/7/99

Residual
0il 0.40 . -0.25

Initials T?I;LD

The emission rates for each of the peaking units and the boiler
identified in Table 1 of this Trading A%reement and COrder are 1n
excess of Section 22a-174-22, Table 22-1, of the Regulatiens,
NOx Reasonably Available Control Technolegy ("RACT") emission

rate limits.

Pursuant to the Department of Environmental Protection
(“Department”)'s ‘Credit Trading for Sources with Irregular NOx
Emissions” policy, revisad on February 27, 2001, attached hereto
and incorporated by reference into this Trading Agreement and
Order as Exhibit 1, each peaking unit has peak daily NOx
emissions greater than three times the average daily emissions
during the ozone season and is therefore considered a source
with Irregular NOx emissions.

Date H[ZZ{O’




Connecticut Resources Trading Agreement
Recovery Authority and Order No. 14943

Based on Department approved stack test data, it has been
determined that each of the peaking units' and the boiler’s
emissions will not meet the applicable requirements of RACT
contained in Section 22a-174-22 of the Regulations. CRRA
proposes to use Full Load Emission Rates (“FLERs") identified in
Table 1 of this Trading Agreement and Order for the purposes of
calculating DERCs required.

On and after the date that CRRA acquires each peaking unit and
the boiler identified in Table 1 of this Trading Agreement and
Order, pursuant to Subsection (Jj) of Section 22a-174-22 of the
Regulations, CRRA will acquire sufficient agproved ozone and
non-ozone season DERCs in order to meet applicable RACT
requirements and the requirements of this Trading Agreement and
Order for the following month's cperation. CRRA intends to
continue acquiring approved DERCs as needed.

Approved DERCs are defined for the purpose of this Trading
Agreement and Order as those for which the Commissioner has
provided written authorization for use in compliance with
Section 22a-174-22 of the Regulations.

The Commissioner, in accordance with the provisions of this Trading
Agreement and Order, pursuant to Subdivision (3) of Subsection (d) of
Secticon 22a-174~22 of the Regulatlons,_herebg allows CRRA to comply -
with Section 22a-174-22 of .the Regulations t rough use of DERC
trading referenced in Section A, herein, to achieve the nitrogen

oxide emission reduction required by Subdivision (1) of Subsection
(d) of Section 22a-174-22 of the Regulations.

With the agreement of CRRA, the'Cgmmissioner, acting under
Connecticut General Statutes Sections 22a-6, 22a-171, 22a-174, 22a-
176, and 22a-177, orders CRRA as follows:

1. The terms and conditions established by this Trading A%Feement
and Order shall become effective on the date CRRA purchases each
of the peaking units and the boiler identified in Table 1 of
this Trading Agreement and Order, and when this Trading ’
Agreement and Order has been issued.

On and after the date which CRRA acquires each of the peaking
units and the boiler identified in Table.l of this Trading
Agreement and Order, CRRA shall comply during operation of each
peaking unit and boiler with the FLERs shown in Table 1 of this
Trading Agreement and Order.

On and after the date which CRRA acquires each of the ggaking
units and the boiler identified in Table 1 of this Trading .
Agreement and Order, CRRA shall have in its possession -
sufficient approved DERCs to meet applicable RACT requirements
and the requirements of this Trading Agreement and Order.

On and after the date which CRRA acquires each of the ggaklng
units and the boiler identified in Table 1 of this Tra ing
Agreement and Order CRRA shall document and record the amounts
of all fuel used by each %eaklng unit and boiler each da{ and
the number of DERCs used for the ozone season (from May
through September 30 of each vear) and non-ozone season (the
remainder of the vyear).

Approved DERCs shall be acquired on and after the date which
CRRA acquires each of the peakin? units and the boiler, until
all of the peaklng units and boiler emissions achieve permanent
compliance with the emission standards in Subsection (&) of

Section 22a-174-22 of the Regulations or until May 1, 2003,

Initials |Q~; (r\) -3-




Connecticut Resources Trading Agreement
Recovery Authority and Order No. 1494A

whichever occurs first. CRRA shall acquire approved DERCs, and
document and record the amounts of NOx emissions and DERCs used
by each peaking unit and the boiler each month 1in accordance
with the appropriate emission rates and limits in Table 1 of
this Trading Agreement and Order, and shall maintain and submit
such records to the Commissioner in accordance with the
following and Section 22a-174-4 of the Regulations:

a. DERCs_regquired

(1) For che geaking units - Have in its possession
sufficient approved DERCs for the current day, based on
the following calculations (described also in Exhibit 1);

At all times (mass calculation):

DERCs (in tons) = [((FLER in 1lbs/MMBtu) - (0.95 x NOx
RACT in 1bs/MMBtu)) x (actual fuel use in lbs/MMBtu)] +
2000 pounds/ton ) o .

puring the ozone season only (peak day calculation):

the maximum actual excess NOx emissions (in 1bs) on any of
the days projected by the Commissioner to be “moderate to

unhealthful,” “unhealthful,” or ‘very unhealthful,” divided
by 3 and then divided by 13 (with the result in tons):

DERCs -{in tons) = [(Maximum excess NOx in 1lbs) =+ 3] =+ " {13
ibs/day/tonl]; '

As described in Exhibit 1 of this Trading Agreement and
Order, to the extent that DERCs used to offset on.a peak
day basis during the ozone season exceed the total mass
excess emissions, remaining DERCs may be used in, the non-
gégge Season in the same or subsequent years until May 1,

(2) Foxr the boiler

(i) Before the first day of each month, calculate the
projected (estimated) worst case DERCs recquired for the
same calendar month as follows:

DERCs (tons) estimated = {[(FLER in lbs/MMBtu for the
boiler} — (0.95) x (NOx RACT limit in lbs/MMBtu)] x

(estimated fuel use in MMBtu)} + 2000 pounds.

CRRA shall acquire sufficient approved DERCs no later than
the first of each month to assure compliance for, at a
minimum, that calendar month. Excess DERCs from Erev1ous
calendar months can be applied to subsequent meontas.

(ii) No later than the twentieth day of each month,

calculate the actual DERCs used in the preceding calendar
month, as follows:

DERCs (tons) actual = {[FLER in lbs/MMBtu for the boiler -
({0.95) x (NOx RACT limit in lbs/MMBtu))] x (actual fuel

use in MMBtu)} + 2000 pounds.

Adjust upwards by 100% the DERCs required if DERCs are not
in CRRA's posgesslon prior to use. However, nothing in
this Trading Agreement and Order shall affect the,
Commissioner’s authority to 1gst1tutg any roceeding or
take any other action to reguire additiona upward
adjustment, based on_the gravity of any alleged
‘noncompliance or violation of law;
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Connecticut Resources Trading Agreement
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Make and keep records of-daily fuel use, excess NOx
emissions and, for the peaking units during the ozone
season, the ozone classification as forecasted by the
Commissioner on the previous day:

No later than March 1, 2002, 2003 and 2004, include with
its annual emissions report to the Commissioner, DERCs
used (calculated as described in paragraphs C.5.a. and
C.5.b. of this Trading Agreemen; and Order), by ozone and
non-ozone seasons, for the previous calendar vyear;

Keep records and supporting documentation as described in
this section for a minimum of five years, commencing on
the date such records are created; '

Keep documentation te demcnstrate that DERCs used during
the ozone season were generated during the ozone season.
The ozone season is from May 1 throug Se%tember 30 in an¥
calendar year. Generator certification of this fact shal
be sufficlent; and

Submit the records specified above to the Commissioner
within thirty (30) days of receipt of a written request
from the Commissioner. :

Pursuant to Subdivision (3) of Subsection (d) of Section 22a-
174-22 of the Regulaticns, CRRA may use NOx allowances, pursuant
Eo Subsection (j) of Section 22a-~174-22 of the Regulations to
achieve all or a portion of the reductiors for the peaking units
re%ulred by Section 22a-174-22 of the Regulations. Any
allowance used for compliance with Subsection (e) of Section
22a-174-22 of the Regulations for the peaking units ghall be
subject to all restrictions and/or requirements applicable to
DERCs contained in this Trading Agreement and Order.

No later than May 1, 2003, CRRA shall comply with the )
requirements of Subdivision (1) of Subsection (d) of Section
22a-174-22 of the Regulationsg, However, after full program
review of this and other_Tradlng Agreements and Orders and, if
determined to be apgrog;;ate, the Commissicner may grant a
written extension of this Trading Agreement and Order.

The FLERs may be adjusted upon satisfactory.demonstration to the |
Department and written approval by the Commissioner.

Noncompliance with an established FLER shall subject CRRA to
make restitution by matching the quantity of emissions (“true
up”) caused by the exceedance Elus a 100% premium. The true up
in tons of DERCs shall be equal to the FLER exceedance in .
Lbs/MMBtu, multiplied by thé total heat input during the period
of noncompliance divided by 2000 lbs/ton. 1If the period of i
noncompliance is not known, the time period from the completion
of the last/previous Department witnessed stack test through the
date the FLER compliance is achieved as approved by the .
Commissioner shall be used. However, nothing in thls Trading
Agreement and Order shall affect the Commissioner’s autherity to
institute any proceeding or take any other action to require
additional upward adjustment, based on the gravity of any
alleged noncompliance or viclation of law. i

‘Pursuant to Subsection (k) of Section 22a-174-22 of the
Regulations, CRRA shall conduct NOx emission tests of the
peaking units and boiler at least once every five vears )
commencing from the date identified in Table 1 of this Trading
Agreement and Order.
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" falls on a Saturday, Sunday or.a Connecticut or fe

and Order No. 1494A

Each allowance used for compliance with Section 22a-174-22 of
the Regulations for the peaking units shall be equivalent to one
DERC_and shall be deducted from CRRA’s NOx Budget Program
compliance account upon such use. Allowances shall be
considered used for compliance with Section 22a-174-22 of the
Regulations for the peaking units when they are transferred from
the facility’s compliance account or overdraft account to a
State of Connecticut NOx allowance retirement account.

Approvals. CRRA shall use best efforts to submit to the
Commissioner all doguments reguired by this Trading Agreement
and Order in a complete and approvable form. If the
Commissioner notifies CRRA that any document or othexr action is
deficient, and does not apgrove it with conditions or
modifications, it is deemed disapproved, and CRRA shall correct
the deficiencies and resubmit it within the time specified by
the Commissioner or, if no time is specified by the
Commissioner, within 30 days of the Commissioner's notice of
deficiencies. In approving any document or other action under
this Trading Agreement and Order, the Commissioner may approve
the document or other action as submitted or performed or with
such conditions or modifications as the Commissioner deems
necessary to carry out the purposes of this Trading Agreement
and Order. Nothing in this paragraph shall excuse noncompliance

or delay..

Definitions. As used in this Trading Agreement and Order,
"Commisslioner” means the Commissioner Or a representative of

the Commissioner; “Other oil” means a fuel that is liquid at
standard conditions and 1s not residual o0il; “Residual oil" means
any fuel oil of No. 4, No. 5, or No. & grades, as defined by, ‘
Commercial Standard C.S5. 12-48; "Ozone season” means the period
from May -1 through September 30 in any given calendar year. The

date of “issuance” of this Trading Agreement and Order is the
e

date the Trading Agreement and Order is deposited in the U.S.
mail or personally delivered, whichever 1is earlier.

Dates. The .date of submission to the Commissioner of any
document required by this Trading Agreement and Order shall be
the date such document is received by the Commissioner. The
date of any notice by the Commissioner under this Trading
Agreement and Order, including but not limited to notice of
approval or disapproval of any document or other action, shall
be the date such notice is deposited in the U.S. mail or 1s |
personally delivered, whichever is earlier. Except as otherwise
specified in this Trading Agreement and Order, the word "day" as
used in this Trading Agreement and Order means calendar day.
Any document or action waich is regu1red b¥ this Trading L
Agreement -and Order to be submitted or per ormed bg a date_which
a deral holiday
shall be submitted or performed by the next day which 1s not a
Saturday, Sunday or Cennecticut or federal holiday.

Certification of documents. Any document, including but not
limited to any notice, which 1s required to be submitted to the
Commissioner under this Trading Agreement and Order shall be |
signed by CRRA or, if CRRA 1s not an individual, by CRRA’s chief
executive officer or a duly authorized regresentatlve of such
officer, as those terms are defined in §2 a-430-3(b) (2) of the
Regulations of Connecticut State Agencies, and by the
individual (s) responsible for ac¢tually preparing such document,
and CRRA or CRRA’S chief executive of%icer and each such
individual shall certify in writing as follows: "I havye
persconally examined and am familiar with the informatiocn
submitted in this document and all attachments thereto, and I,
certify, based on reasonable investigaticn, including my 1lngulry
of those individuals responsible for obtaining the information,
that the submitted information 1s true, accurate and complete to
the bast of my knowledge and belief. - I understand that @ng
false statement made in the submitted information 1S punis able
as a criminal offense under §53a-157b of the Connecticut General
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l6.

26.

Statutes and any other applicable law."

Noncompliance. This Trading Agreement and Order is a final order
of the Commissioner with respect to the matters addressed
herein, and is nonappealable and immediately enforceable.
Failure to comply with this Trading Agreement and Order may

subject CRRA to an injunction and penalties.

Fa%se statements. Any false statement in any. information
submitted pursuant to this Trading Agreement and Orxder is
punishable as a criminal offense under §53a-157b of_ the
Connecticut General Statutes and any other applicable law.

Notice of transfer; liability of CRRA. Until CRRA has fully
complied with this Trading Agreement and Order, CRRA shall
notlf¥ the Commissiocner in wrlting no later_ than 15 days after
transferring all or any portion of the facility, the operations,
the site or the business which is the subject of_this Trading,
Agreement and Order or after obtaining a new mailing or location
address. CRRA‘s obllgatlons under this Trading Agreement and
Order shall not be affected by the pagsage of title to any
property to any other person or municipality.

Commissioner's powers. Nothing in this Trading Agreement and
Order shall affect the Commissioner’'s authority to institute any
proceeding or take any other action to_prevent or abate
violations of law, prevent or abate pollution, recover costs and
natural resource damages, and to impose genaltles for past,
present, or future violations of law. If at any time the
Commissioner determines that the actions taken by CRRA pursuant
to this Trading Agreement and Order have not successfully
corrected all violations, fully characterized the extent or
degree.of ang pollution, or successfully abated or prevented
prollution, the Commissicner may institute any proceedlng to
require CRRA to undertake fu;tger investigation or further
action to prevenkt or abate violations or pollution.

CRRA's obli%ations under law. Nothing in this Trading Agreement
and Order shall relilieve CRRA of other obligations under

applicable federal, state and local law.

No assurance by Commissjoner. No provision of this Trading
Agreement and Order and no action or inaction by the
Commissloner shall be construed to constitute an assurance by |
the Commissioner that the actions taken by CRRA pursuant to this
Trading Agreement and Order will result in compliance or prevent
or abate pollution.

Access to facility. Any representative of the Department of
Environmental Protection may enter the facility without prior
notice for the purgoses of monitoring and enforcing the actions
required or allowed by this Trading Agreement and Order.

No effect on rights of other persons. This Trading Agreement
and Order neither creates nor affects anglrlghts'o persons or
is Trading Agreement

municipalities that are not parties to t
and Order.

No Creation of Property Rights. This Trading Agreement and
Order does not create any proeperty rights with respect to these
DERCS. _
Notice to Commissioner of changes. Within 15 days of the date.
CRRA becomes aware ¢f a change in any information submitted to
the Commissioner under this Trading Agreement and Order, or that
anX such Information was inaccurate or misleading or that any
rele

vant information was omitted, CRRA shall submit the correct
or omitted information to the Commissioner.

Notification of noncompliance. In the event that CRRA becomes
aware that it did not or may not comply, or did not or may not
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comply on time, with any requirement of this Trading Agreement
and Qrder or of any document required hereunder, CRRA shall
immediately notif bﬁ telephone the individual identified in the
next paragraph and shall take all reascnable steps to ensgure
that any noncompliance or delay 1s avoided or, if unavoidable,
is minimized to the greatest extent ossible. Within five (5)
days of the initial notice, CRRA sha 1 submit in writing the
date, time, and duration of_ the noncompliance and the reasons
for the noncompliance or delay and propose, for the review and
written approval of the Commissioner, dates by which comgllance
will be achieved, and CRRA shall comply with any dates which may
be approved in writing by the Commissioner. Notification by ‘
CRRA shall not excuse noncompliance or delay, and the
Commissioner’s approval of any compliance datgs,pro?osed shall
not excuse nongompliance or delay unless specifically so stated
by the Commissioner in writlng.

Submigsion of documents. Any document required to be submitted
to the cCommissioner under thls Trading Agreement and Order

shall, unless otherwlse specified in this Trading Agreement and

Order or in writing by the Commissioner, be directed to:

wendy Jacobs ) .
Department of Environmental Protectlcn
Bureau of Air Management .
Emissions and Credit Trading Section
79 Elm Street .

Hartford, Connecticut 06106-5127
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CRRA consents to the issuance of this Tradlng Agreement and Qrder without
further notice.  The undersigned certifies that he/she_is fullg authorized
i

to enter into this Trading Agreement and Crder and to legally nd CRRA to
the terms and conditions of the Trading Agreement and COr

Connecticut Resources Recovery Authority
’ -
signature: L [)CL c/\/\./{/

Type Name: Robert E. Wright

Type Title: President

Date: _pppil 27, 2001

Issued as a final order of the Commissioner of the Departm

Environmental Protection on ‘\Aa 4'

Q

o '
Arthur J. R
Comm1551oner ;

MATLED CERTIFIED MAIL,
RETURN RECEIPT REQUESTED

Certified Document
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Updated February 27, 2001
Credit Trading for Sources with Irregular NOx Emissions

The following outlines the Department’s concems and methodology for dealing with peaking units
(“peakers™) that have maximum peak daily emissions that are substantially higher than their average daily
emissions and that choose to achieve NOx compliance via credit trading pursuant to §22a-174-22(j) of the
Regulations of Connecticut State Agencies (“Regulations™). For purposes of this protocol, peakers are
defined as sources with maximum peak daily NOx emissions greater than three times their average daily
emissions * during the ozone season.

The basic concept of the trading program is that sources with excess NOx emissions (a rate that exceeds
the rate limits in the Regulations) may obtain NOx discrete emission reduction credits {(“DERCs") from
sources that have “over-controlled” their NOx emissions. Although typical sources can obtain credits on a
mass basis (one ton of DERCs to offset one ton of excess emissions) with an acceptable environmental
outcome, sources with large variations in emissions from day to day pose an additional problem for ozone
attainment planning.

The most common peakers are electricity generating units that run during times of high electricity
consumption. Electricity demand is often the highest during hot, humid days of the summer when the
potential for ozone formation is also high. Peakers frequently have high emission rates. To the extent that
these units produce emissions at exactly the time when emissions need to be reduced to limit ozone
formation, allowing peakers to continue to comply with new rate limits through the use of DERCs on 2
ton-for-ton basis will exacerbate this effect. On the other hand, if it can be demonstrated that the DERCs
being used by peakers were generated on a comparable basis (i.e., during days of high ozone potential),
then ton-for-ton use by peakers would be appropniate.

The full impact of the NOx emissions from these types of facilities during summer operation must consider
temporal variability as well as mass of excess emissions. Any DERC trade must consider equivalency to
the NOx reductions that control equipment woulid produce on an ozone day on both a temporal and a mass
basis. The protocol below places appropriate requirements on peaking units to reflect the greater impact

* of NOx emitted under this type of usage pattern. Attachment 1 provides a detailed example of how this
policy would be applied to a peaker. Attachment 2 provides an explanation of the calculations underlying
this policy.

NOx Emissions Reduction Credit Use Computation For Peakers

. Peakers are only considered to be a temporal issue for the ozone season months.

. All excess NOx emissions during the winter (non-ozone season) need only be offset by DERCs on
a mass basis.
Prior to each ozone season there will be a prospective estimation to determme how many tons of
DERCs must be “on hand” during the ozone season. A retrospective calculation will determine
how many DERCs were actually “used” during the ozone season. '

1 - For purposes of this analysis, average daily emissions are determined by dividing a source’s total ozone season
NOx emissions (pounds) by 153 days to calculate an average pound/day value.
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For ERC use during the ozone season:

1. Prospective estimation (pre-oz‘one season) will determine the number of DERCs that must be
provided for the ozone season. (Beginning in 1996, the DERCs must be in place no later than

May 1.)

DERCs required for the ozone season shall be calculated on the following bases:

(a) Mass basis: DERCs required will be equal to the total number of tons of estimated excess
NOx emissions over the entire ozone season, calculated in the same manner used for other
sources using DERCs (i.e., including any discounts).

Max-peak basis: DERCs rf:quix"ed (in tons) will be calculated by diﬁding one-third of the
estimated maximum daily excess emissions (in pounds) for any day during the ozone
season by 13 pounds/(ton=day) *. (see Attachment 2 for an explanation of this

calculation):

DERCs required (tons) = [(Estimated Maximum Excess NOx in Ibs/day) = 3]
+ [13 Ibs/(ton=day)]

Sources will be required to hold credits equal to the greater of the amount calculated
on a mass or max-peak basis. The timing of actual credit possession will be governed by
the terms of the specific trading order issued for that source.

Retrosp'ective calculation (post-ozone season) will determine the actual credit use and the DERC
surplus, if any. At the end of the ozone season, the calculations required in step 1 above will be
repeated using: - :

for (a), the actual (rather than estimated) total excess emissions for the ozone season, and

for (b), the actual (rather than estimated) maximum daily excess NOx emissions on any of the days
projected by the Commissioner to be “moderate to unhealthful”, “unhealthful”, or “very

unhealthful”.

The number of DERCs required pursuant to this policy will be the greater of the number of
DERCs calculated on the mass basis or the max-peak day basis.

Of the total DERCs needed for the ozone season, a number of DERCs equal to the unit’s actual
total excess emissions (on a mass basis) will be used to cover such actual excess emissions. The.
number of DERCs equal to the difference between the total number needed pursuant to this policy
and total actual excess emissions shall be converted from ozone season DERCs to non-ozone
season DERCs. Any surplus DERCs (those purchased pursuant to the pre-ozone season
estimation and not used to cover actual emissions nor converted to nON-0ZONE $€AsSON emissions)
may be carried forward for use as ozone season DERCs through April 30, 2003 except as may be
limited by the trading agreement and order, or by regulation.

2 - For the pre-ozone season estimation, the maximum daily excess NOx emissions (in fbs/day) is the difference
between the maximum expected NOx emission rate and 95% of the allowable NOx emission rate under Section
174-22(e) of the Regulations (Ib/MMBtu) multiplied by the unit's maximum rated capacity {MMBw/hr) and by the

estimated maximum hours of operation per day (hrs/day).
2
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Attachment 1
Example of this policy being applied to a peaking unit

Before the ozone season, a peaker has estimated its total excess emissions to be 15 tons for the ozone
season. It is also estimated that the maximum excess emission on a day projected to be “moderate to
unhealthful” or worse will be 5000 pounds. Actual ozone season excess emissions are listed in the table
below. The analysis of how this policy would be applied to this peaker follows after the table.

Date NOx Excess NOx DERCs "Mod to Peak Day NOx
Emissions needed (mass Unhealthful” (or DERCs needed
(pounds) basis) (tons) worse) forecast? (tons)

1,000 0.50 2564
2,000 1.00 : g | “’
3,000 150

4,000 2.00
1,000 0.50
5,000 2.50
1,000 0.50
3,000 1.50
3,000 1.50
4,000 2.00

| 13.00 =
SUM (mass basis) max-peak basis

ANALYSIS: :
PRE-OZONE SEASON ESTIMATION

1 28.91 Estimated Ozcne Season Tons Needed (max-peak basls using
5000 pounds as estimated maximum daily excess emissions)

15.00 Estimated Ozone Season Excess Emissions (mass basis)
'128.21 Number of ozone season DERCs that need to be held no later than May 1

POST-OZONE SEASON CALCULATION

Ozene Season Tons Needed (max-peak basis using

102.56 4000 pounds as actual maximum daily excess emissions)

-13.00 Actual Ozone Season Excess Emissions (mass basis)
89.56 Number of Ozone Season DERCs converted to Non-Ozone Season DERCs

SUMMARY

Of the 128.21 tons of ozone season DERCs that were reserved by May 1,
13.00 tons were used to cover actual 0zone season emissions on a mass basis
89.56 tons were converted to non-ozone season DERCs
25.64 tons were carried forward as surplus ozone season DERCs




Aftachment 2
Explanation of Max-Peak Basis Calculation

Unless it can be demonstrated otherwise, DERCs are assumed to be created by relatively small daily
reductions in NOx emissions over the course of an entire ozone season (153 days). The average daily NOx
emissions reduction represented by each ton of credit is 13 pounds/day calculated as follows:

2000 pounds/ton + 153 days =13 pounds!(ton'dayj

Thus, one DERC (ton)} would be equivalent to a reduction in NOx emissions of 13 pounds/day.

For example, if a peaker emits one ton of excess NOx per day when operating, but only operates for five
days during the ozone season, the owner/operator of that source would nominally need to obtain five tons
of DERCs on a mass basis. However, those DERCs used to offset this peaker's excess emissions are likely
to have been created by relatively small daily reductions in NOx emissions from another source over the
course of an entire ozone season (153 days). In this example, assuming a purchase of five tons of DERCs,
that calculates out to a daily NOx reduction of approximately 65 pounds.

(5 tons x 2000 pounds/ton) + 153 days = 65 pounds/day

Clearly, on any day that the peaker operates, there will be many more tons of excess NOx emitted than
NOx credits created (on the same day) to offset those excess emissions (on the order of 1,935 pounds in

this example).
{1 ton x 2000 pound‘s/ton) - (65 pounds credit) = 1,935 pounds excess NOX emissions

While the total amount of NOx emitted by a peaker would be offset on a seasonal average basis, on the
“peaking” day there would be a potentially significant increase in NOx emitted, and thus an increase in
potential ozone creation. In order to achieve a commensurate reduction in ozone creation potential for
peakers, an adjustment in the calculation of required DERCs is needed. One approach would be to require
DERCs in a quantity that would ensure that the daily average reduction represented by those DERCs
would equal the maximum daily excess NOx emissions from the peaking source on any day that it ran. On
this basis, a peaking source with a maximum 24-hour excess NOx emission of one ton would be required

to purchase 153 tons of DERCs.

1 ton/day x 153 days/seaéqn = 153 tons/season

This 153 tons of DERCs would be adequate to offset excess emissions of one ton per day for as many days
as the source operated during a particular ozone season. This has been deemed to be unduly stringent,
given the diversity in operation of some of the peakers. In light of the foregoing, this requirement has been

adjusted downward by two-thirds.
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PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

The following criteria were developed using U. S. Environmental Protection Agency=s (EPA)
State Implementation Plan (SIP) Completeness criteria found in Appendix V to 40 Code of
Federal Regulations, Part 51, and using the requirements of the Economic Incentive Program
(EIP) Final Rule, 40 Code of Federal Regulations Part 5 1.493, published April 7, 1994, 59 FR
16690. '

A. PROGRAM SCOPE

Part ] of this narrative is generic for Connecticut=s program. Part Il of this narrative is specific
to the individual source involved and may be for one or more of the following: creation, use or
averaging of credits, including discrete emission reduction credits (DERCS) and allowances.

EPA has set forth its guidance for DERCs in EIP guidance designed to cover an entire range of
market-based approaches for stationary and mobile sources, one of which is.emissions trading,
including the creation of DERCs from nitrogen oxides (NOx) control and the use of DERCs to
meet NOx Reasonably Available Control Technology (RACT) requirements. Creation of
DERC:s for use in compliance with the NOx RACT rules meets the criteria for such programs set
forth in the EIP rules. DERC creation is a type of emissions-limiting strategy, as that term is
used in EPA=s EIP guidance.

The present scope of this program includes approval of creation and use of specific discrete
emission reductions from a single source, and thereby define them retrospectively as DERCs for
use or trading until May 1, 2003 by sources for compliance with Section 22a-174-22 of the
Regulations of Connecticut State Agencies (Regulations), regarding contro] of NOx. Record
keeping and monitoring by the Department, as described below, will allow an accurate
retrospective assessment of the number of major sources creating and/or using NOx DERCs as a
method of compliance. The DERC creator and user must comply with all other applicable local,
state and federal laws and regulations.

B. STATEMENT OF GOALS AND RATIONALE

The goal of the emissions trade is to lower the cost of compliance with NOx control
requirements. The purpose of approving emission reductions as DERC is to encourage the over
control of emissions, below the lower of actual or allowable emissions, and to provide affected
sources the flexibility of an altemative mechanism for mecting environmental requirements as
envisioned by the Connecticut NOx RACT regulations (Section 22a-174-22 of the Regulations).

An advantage of this mechanism is the incentive it provides sources of air contaminant emissions
to reduce their emissions below the limits that are established under traditional command and
control regulatory programs. It also improves rule effectiveness by allowing for more timely rule
compliance because more options are available to the regulated source. DERC trading is intended
to benefit both the environment and the regulated entities and can achieve equal or better




environmental results at a lower cost than traditional regulatory approaches.

Creation or use of DERCs in compliance with Section 22a-174-22 of the Regulations will not
interfere with reasonable-further-progress (RFP) demonstrations filed with EPA by the State of
Connecticut. Indeed, the program should assist the DEP in advancing RFP. The DERC creator
and user of DERCs, will continue to report actual emissions. The state inventory will reflect
shutdowns or actual emissions as determined from an approved baseline of emissions indicated
in each Trading Agreement and Order. The DEP monitors the generation of DERCs and the
eventual use of DERCs and conducts a yearly audit of the program.

DERCs produced by the above-described methodology are real, quantifiable, surplus, permanent
and enforceable, as required by EPA EIP guidance. Specifically, the reductions are:

Real because they result in a reduction of actual emissions released mto the air, net of any
consequential increase in actual emissions resulting from shifting demand. The emission
reductions are properly measured, recorded and reported.

Quantifiable because they are based on an appropriate reliable and replicable protocol, providing
the rate and total mass amount of reduction.

Surplus because they are not required by any Connecticut Statute or regulation mandated bya
current State Implementation Plan (SIP), and are not currently relied upon in any applicable
attainment plan, any reasonable further progress plan or milestone demonstration.

Permanent because the advanced control systems are in place and operating and an appropriate
tracking system is in place to monitor use of DERCs.

Enforceable because the DERCs are approved by the Commissioner retrospectively.

Creation and subsequent use of DERCs should be viewed as a program that operates within the
known constraints of RFP, the. NOx rule, and other SIP requirements. Restrictions on the use of
DERCs will address concerns about RFP and attainment in a context of intertemporal trading.

Specifically, the Commissioner will require that:
The DERCs must be certified by the Department prior to use.

DERCs generated during non-ozone season months may not be used during the ozone
season. Only the DERCs produced during ozone-season months of May through
September are available for use during the ozone season.

DERCs are presently authorized only for the purpose of compliance with Section 22a-
174-22 of the Regulations for use before May 1, 2003.

~ Written permission must be obtained from the Commissioner before DERCs are utilized




by sources. Upon approval by the Comnmissioner, however, such DERCs may be used by
sources with valid Trading Agreement and Orders authorizing such use.

On an overall state basis, improved NOx rule-effectiveness will assure that any excess in the
number of DERCs used as compared to those created during any particular time period will not
have a significant impact on projected reductions of NOx. Careful tracking and monitoring of
DERC generation and use will allow timely program changes, as required.

Use of DERCs will not jeopardize RFP since the state's NOx rule emission limits for the sources
creating and/or using DERCs are more stringent than EPA's NOx RACT guidance (57 FR 55620,
November 25, 1992) and, therefore, a reduction beyond that federally-required will be occurring.

A yearly audit and on-going tracking and monitoring of DERC use and creation by the state will
allow for timely program changes if the use of DERCs exceeds their creation by a si gnificant
amount. A full program assessment will be conducted and the program may be extended beyond
April 30, 2003.

The creation and use of DERCs improves the probability of the RFP demonstration as a result of
a combination of factors including seasonal shifting of NOx emissions from summer to winter, a
minimum ten (10) percent retirement of DERCs upon their creation to assure a benefit to the
environment and the inventorying of DERCs prior to use. There may be some environmental
benefit from removing NOx and other poliutants from the air at a time when emissions were at
higher levels and using them at a later time. Taken together, these benefits qualify as exceptional
under EIP requirements.

C. BASELINE

The program baseline is the Connecticut 1990 base year ozone emission inventory. This
inventory is the benchmark against which early emission reductions are measured by the state
and serve as the starting point from which to generate a projected inventory for the ozone season
used in the ozone attainment demonstration analysis. Finally, it is the basis for the evaluation of
potential control strategies to meet the Clean Air Act mandates to reduce emissions. For
individual sources the baseline will be the lower of actual or allowable emissions.

D. MONITORING, RECORD KEEPING AND REPORTING REQUIREMENTS

Subject sources will comply with the applicable provisions of Section 22a-174-22(k) of the
Regulations, Emissions Testing and Monitoring and Section 22a-174-22(1) of the Regulations,
Reporting and Record keeping. Records will be maintained for a minimum of five (5) years, and
will be made available during normal working hours for review by the Department upon request.

An accounting of the use of all DERCs created and approved by the Department will be provided
to the Commissioner no later than March 1 of every year for the preceding calendar year. This




reporting will be in a form prescribed by the Commissioner and will be used by the Department
to audit the program, to assure that DERCs are used only once, and to represent the DERCs and
their use in required EPA modeling, demonstration and reporting requirements.

The effects of the use of DERCs will be monitored by the state using an enhanced inventory
reporting procedure. Reporting for purpose of DERC use and for the annual emission inventory
program must be done on the same basis to address baseline accounting issues. Particular
emphasis is placéd on the relationship of the creatién and use of DERCs to determine if
additional restrictions are needed to assure that the use of DERCs does not jeopardize RFP.
After issuance of each Trading Agreement and Order the source using DERCs agrees to have
sufficient approved DERCs in its possession at all times to provide for operation for the current
calendar month. At a minimum, any excess emissions not on hand, prior to use by an individual
source are corrected by requiring the source to retire the number of DERCs that should have been
on hand prior to use and an additional 100%. The Commissioner has provided notice to air
pollution control agencies of all adjacent states of this SIP revision.

E. IMPLEMENTATION SCHEDULE

Once approved, DERCs created may be used for approved purposes for compliance with Section
22a-174-22 of the Regulations through April 30, 2003.

F. ADMINISTRATIVE PROCEDURES

This action will be submitted to EPA for their review and approval as a revision to the SIP for air
quality, as required by the Clean Air Act. The authority to adopt this revision is granted by
Section 22a-6 of the Connecticut General Statutes (CGS). Public notice has been provided as
required in CGS Sections 22a-6, 4-168 and 40 Code of Federal Regulations Part 51.102.

G. ENFORCEMENT MECHANISMS

Compliance is determined based upon emissions records, monitoring data, stack testing, DERC
ownership and use records and compliance with the Trading Agreement and Order. Conditions
of the DERC Trading Agreement and Order will be subject to enforcement procedures and
penalties under Sections 22a-174-12 and 22a-174-22 of the Regulations.

H. AUDIT AND RECONCILIATION

The State of Connecticut will monitor the effects of creation and subsequent use of DERCs by
using the reporting procedures required herein. A summary of the creation and use of DERCs
will be prepared each year along with an audit of each source, which is conducted every spring,
and the program=s overall performance is audited annually. Particular emphasis is placed on the
relationship of the creation and use of DERCs to determine if additional restrictions are needed
to assure that the use of DERCs does not jeopardize RFP. Tracking and monitoring of DERC
use and creation will allow timely changes, if necessary. A compiete review of the program has




been undertaken and extension of the program through April 30, 2003 is found to be desirable.

Another program review will be conducted before the program is extended beyond April 30,
2003.




PART 2. DESCRIPTION OF DERC AVERAGING AND ERC USE

By Trading Agreement and Order No. 8114 Modification No. 2
A. Administering Agency:

The State of Connecticut
Department of Environmental Protection, Bureau of Air Management

B. Poliutant and Regulatory Standard Affected:

NOx, Section 22a-174-22 of the Regulations

C. Source and Identifier: Client # 6565 Premise # 27 Town # 189 Sequence 1
CYTEC Industries, Inc.

P.O. Box 425

South Cherry Street
Wallingford,CT 06492

D. Designated Representative: Mr. Richard J. Krakowski, Plant Manager Tel: (203) 284-4384

E. CT Non-attainment Area Classification: Serious

F. Summary of Compliance:
Time Period:  From May 31, 1995 through May 1, 2003.
Purpose: NOx Emission reduction compliance for units shown in Table 2A bel
Max. Emission Rate: Revised full load emission rates (FLER) as shown in Tabl
Annual ERCs needed: Estimated 11 ton.

ow:
e 2A below:

Table 2A
Effective on and after 2/28/00
CYTEC- stack test rate(lbs/MMBtu), FLERs, and NOx RACT Emission Rates

Obsolete Stack Test Rate
UNIT FUEL FLER Jan/Feb 2000 B

NOx RACT Rate
Limits

Boiler #1 No. 6 0il 0.390 0.28 0.390
Nat. Gas 0.093 0.07 i 0.093

- 0.25
0.20

Boiler #3 No. 6 oil ' 0.30 0.26 0.30
Nat. Gas NA 0.20 NA

0.25
0.20

Boiler #4 No. 2 oil 0.101 0.082 0.101
Nat. gas 0.080 0.102 0.11

0.20
0.20

Sludge Sludge and 0.632 0.29 0.52
Incinerator No. 2ol

0.33

Hot Oil Furmace | No. 2 oil 0.155 0.12 0.155
Nat. Gas 0.098 0.10 0.11

0.20
0.20

No. 2 oil 0.173 0.14 0.173/122.6 ppm




Table ZA
Effective on and after 2/28/00
CYTEC- stack test rate(lbs/MMBtu), FLERs, and NOx RACT Emission Rates

Obsolete Stack Test Rate NOx RACT Rate
UNIT FUEL FLER Jan/Feb 2000 . B Limits

Spray Dryer Nat. Gas 0.107 0.12 0.132/128 ppm 0.254/180 ppm
_ 0. 186/180ppm

G. DESCRIPTION OF COMPLIANCE

CYTEC is a corporation that owns and operates a plastics and resin research and manufacturing
facility in Wallingford, Connecticut. At the facility CYTEC operates three boilers, one hot oil
furnance, one spray dryer and one multi-hearth sludge incinerator subjection to Section 22a-174-22 of
the Regualtions pertaining to the control of NOx. Trading Agreement and Order No. 8114 requires
CYTEC to demonstrate that the averaging set hs achieved compliance with the order each month and
annually. The FLERS in the Trading Agreement and Order are being modified in accordance with
CYTEC’s request to prevent future exceedances.

H. SOURCE OF DERCs

CYTEC purchased 20 tons of ozone season DERCs from UT in January 2001.




STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

STATE OF CONNECTICUT TRADING AGREEMENT AND
ORDER NO. 8114
AND ) Modification No. 2

CYTEC Industries Inc.

TRADING AGREEMENT AND ORDER MODIFICATION

In the matter of a Trading Agreement and Order between the Commissioner of Environmental
Protection (“Commissioner™) and CYTEC Industries Inc. (“CYTEC”).

WHEREAS, the Commissioner and CYTEC, having agreed to the terms'and conditions set forth
in Trading Agreement and Order No. 8114 issued on December 20, 1996, and a Modification
thereto issued on April 29, 1999, do now, by mutual agreement, modify Trading Agreement and
Order No. 8114 as follows: ' o -

1. Add paragraph A.9. as follows:

Stack testing performed in January and F ebruary 2000 showed the actual
emission rates from three of CYTEC’s six processes: 1) boiler #4, 2) 608-1
Hot O1l furnace and 3) Spray Dryer Furnace are 0.10, 0.10 and 0.12
Ibs/MMBtu respectively which exceed the 0.08, 0.098 and 0.107 Ibs/MMBtu
FLER limits specified in Trading Agreement and Order No. 8114.

2. Delete Paragraph D.1. and substitute the following:

In addition to the averaging and ERC trading requirements for the averaging set
contained in Section C.1. of this Trading agreement and-order, on and afier
February 28, 2000, each unit included in CYTEC's averaging set shall not exceed
the FLERs shown in Table 2A (see following page): '

Initials: . “(/Q 1 Date: 5//‘-(/01
( Printed on Recycled Paper)
79 Elm Street * Hartiord, CT 06106 - 5127
http://dep.state.cl.us
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CYTEC Industries Inc.

Tradine Asreement and Order No. 8114 Mod. No. 2

Table 2A
Effective on and after 2/28/00

CYTEC - FLERs, stack test rate (Jan/Feb 2000) and NOx RACT Emission Rates

FUEL

Obsolete
FLER
(Tbs/MMBtu)

Stack Test
Rate
Lbs/MMBtu
Jan/Feb 2000

New
FLER
(lbs/MMBtu)

NOx RACT
Rate Limits
{Ibs/MMBtu)

(PPM)

Boiler #1

No. 6 oil
Natural Gas

0.390 ™
0.093

0280
0.07

0.350
0.093

0.25
0.20

Boiler #3

No. 6 oil
Natural Gas

0.300
N/A &

0260
0.20

0.30®
N/A @

0.25
¢.20

Boiler #4

No. 2 oil
Natural gas

0.101
0.080

0.082
0.102

0.101
0.11?

0.20
0.20

Shdge
Incinerator

Sludge and
No. 2 oil

0.632

0.29

T os2®

0.33

Hot Qil
Fummnace

No. 2 oil
Natural Gas

0.153
0.098

0.12
0.10

55
1™

0.20
0.20

Spray Dryer

No. 2 oil

Natural Gas

0.173
0.107

0.14
0.12

0.1
0.1
. 0.(15'7'3
122.6 ppm
0.1329’)

0.254 )
(180 ppm
. 0.13%
(180 ppm)

Initials:

)
@
)
(#

Indicates emission rate is in excess of Section 22a-174-22, Table 22-2 of the Regulations
ermission rate limits. '

Boiler #3 natural gas will not be used for averaging.

FLER revised upwardlv based on stack test results Jan/Feb. 2000 and input from CYTEC.
FLER revised downwardly based on stack test results Jan/Feb. 2000 and input from

CYTEC.

All other terms and conditions of Trading Agreement and Order no. 8114 shall
remain in effect. .

=8

Date: 5/!54/01




CYTEC Industries Ine. 3 Trading Agreement and Order No. 8114 Mod. No. 2

CYTEC hereby consents to the entry of this modification to the Trading Agreement and Order
No. 8114 without further notice.

CYTEC Indusﬁtr/i@z/
By: Signature: /Q%/,j -

Type Name: Daniel F. Sullivan

Type Title: __site Manager

Date: 5/"‘{(05 . o

Entered as a modification of an Order gf the Commissioneﬁ}i;the Department of Environmental
Protection numbered 8114 this A day of (e 2001.

AW

A 7 '
hur J. Rocque, Jr.

/@missionep;’} L

3 / '

/

i

TOWN OF WALLINGFORD LAND RECORDS

MAILED CERTIFIED MAIL, RETURN RECEIPT REQUESTED
Certified Document No. 7000 0600 0023 1625 0037

G:\-TRADING-RLS\-TRADINGORDERS\CYTEC\8 1 14MOD2(2-14-01).doc
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THROUGH USE OF DISCRETE EMISSION REDUCTION CREDITS (DERCs)
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PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

The following criteria were developed using U. S. Environmental Protection Agency's (EPA)
State Implementation Plan (SIP) Completeness criteria found in Appendix V to 40 Code of
Federal Regulations, Part 51, and using the requirements of the Economic Incentive Program
(EIP) Final Rule, 40 Code of Federal Regulations Part 51.493, published April 7, 1994, 59 FR

16650.
A. PROGRAM SCOPE

Part I of this narrative is generic for Connecticut’s program. Part II of this narrative is specific to
the individual source involved and may be for one or more of the following: creation, use or
averaging of credits, including discrete emission reduction credits (DERCS) and allowances.

EPA has set forth its guidance for DERCs in EIP guidance designed.to cover an entire range of
market-based approaches for stationary and mobile sources, one of which is emissions trading,
including the creation of DERCs from nitrogen oxides (NOx) control and the use of DERCs to
meet NOx Reasonably Available Control Technology (RACT) requirements. Creation of
DERC:s for use in compliance with the NOx RACT rules meets the criteria for such programs set
forth in the EIP rules. DERC creation is a type of emissions-limiting strategy, as that term is
used in EPA’s EIP guidance.

The present scope of this program includes approval of creation and use of specific discrete
emission reductions from a single source, and thereby define thein retrospectively as DERCs for
use or trading until May 1, 2003 by sources for compliance with Section 22a-174-22 of the
Regulations of Connecticut State Agencies (Regulations), regarding control of NOx. Record
keeping and monitoring by the Department, as described below, will allow an accurate
retrospective assessment of the number of major sources creating and/or using NOx DERCs as a
method of compliance. The DERC creator and user must comply with all other applicable local,
state and federal laws and regulations.

B. STATEMENT OF GOALS AND RATIONALE

The goal of the emissions trade is to lower the cost of compliance with NOx control
requirements. The purpose of approving emission reductions as DERCs is to encourage the over
control of emissions, below the lower of actual or allowable emissions, and to provide affected
sources the flexibility of an alternative mechanism for meeting environmental requirements as
envisioned by the Connecticut NOx RACT regulations (Section 22a-174-22 of the Regulations).

An advantage of this mechanism is the incentive it provides sources of air contaminant emissions
to reduce their emissions below the limits that are established under traditional command and

control regulatory programs. It also improves rule effectiveness by allowing for more timely rule
compliance because more options are available to the regulated source. DERC trading is intended




to benefit both the environment and the regulated entities and can achieve equal or better
environmental results at a lower cost than traditional regulatory approaches.

Creation or use of DERCs in compliance with Section 22a-174-22 of the Regulations will not

interfere with reasonable-further-progress (RFP) demonstrations filed with EPA by the State of
Connecticut. Indeed, the program should assist the DEP in advancing RFP. The DERC creator
and user of DERCs, will continue to report actual emissions. The state inventory will reflect
shutdowns or actual emissions as determined from an approved baseline of emissions indicated
in each Trading Agreement and Order. The DEP monitors the generation of DERCs and the
eventual use of DERCs and conducts a yearly audit of the program.

DERC:s produced by the above-described methodology are real, quantifiable, surplus, permanent
and enforceable, as required by EPA EIP guidance. Specifically, the reductions are:

Real because they result in a reduction of actual emissions released into the air, net of any
consequential increase in actual emissions resulting from shifting demand. The emission
reductions are properly measured, recorded and reported.

Quantifiable because they are based on an appropriate reliable and replicable protocol, providing
the rate and total mass amount of reduction.

Surplus because they are not required by any Connecticut Statute or regulation mandated by a
current State Implementation Plan (SIP), and are not currently relied upon in any applicable
attainment plan, any reasonable further progress plan or milestone demonstration.

Permanent because the advanced control systems are in place and operating and an appropriate
tracking system is in place to monitor use of DERCs.

Enforceable because the DERCs are approved by the Commissioner retrospectively.

Creation and subsequent use of DERCs should be viewed as a program that operates within the
known constraints of RFP, the NOx rule, and other SIP requirements. Restrictions on the use of
DERCs will address concerns about RFP and attainment in a context of intertemporal trading.

Specifically, the Commissioner will fequ_ire that:
The DERCs must be certified by the Department prior to use.

DERCs generated during non-ozone season months may not be used during the ozone
season. Only the DERCs produced during ozone-season months of May through
September are available for use during the ozone season.

DERGC:s are presently authorized only for the purpose of compliance with Section 22a-
174-22 of the Regulations for use before May 1, 2003.




Written permission must be obtained from the Commissioner before DERCs are utilized
by sources. Upon approval by the Commissioner, however, such DERCs may be used by
sources with valid Trading Agreement and Orders authorizing such use.

On an overall state basis, improved NOx rule-effectiveness will assure that any excess in the
number of DERCs used as compared to those created during any particular time period will not
have a significant impact on projected reductions of NOx. Careful tracking and monitoring of
DERC generation and use will allow timely program changes, as required.

Use of DERCs will not jeopardize RFP since the state's NOx rule emission limits for the sources
creating and/or using DERCs are more stringent than EPA's NOx RACT guidance (57 FR 55620,
November 25, 1992) and, therefore, a reduction beyond that federally-required will be occurring,

A yearly audit and on-going tracking and monitoring of DERC use and creation by the state will
allow for timely program changes if the use of DERCs exceeds their creation by a significant
amount. A full program assessment will be conducted and the program may be extended beyond
April 30, 2003. '

The creation and use of DERCs improves the probability of the RFP demonstration as a result of
a combination of factors including seasonal shifting of NOx emissions from summer to winter, a
minimum ten (10) percent retirement of DERCs upon their creation to assure a benefit to the
environment and the inventorying of DERCs prior to use. There may bé some environmental
benefit from removing NOx and other pollutants from the air at a time when emissions were at
higher levels and using them at a later time. Taken together, these benefits qualify as exceptional
under EIP requirements.

C. BASELINE

The program baseline is the Connecticut 1990 base year ozone emission inventory. This
inventory is the benchmark against which early emission reductions are measured by the state
and serve as the starting point from which to generate a projected inventory for the ozone season
used in the ozone attainment demonstration analysis. Finally, it is the basis for the evaluation of
potential control strategies to meet the Clean Air Act mandates to reduce emissions. For
individual sources the baseline will be the lower of actual or allowable emissions.

D. MONITORING, RECORD KEEPING AND REPORTING REQUIREMENTS

Subject sources will comply with the applicable provisions of Section 22a-174-22(k) of the
Regulations, Emissions Testing and Monitoring and Section 22a-174-22(]) of the Regulations,
Reporting and Record keeping. Records will be maintained for a minimum of five (5) years, and
will be made available during normal working hours for review by the Department upon request.




An accounting of the use of all DERCs created and approved by the Department will be provided
to the Commissioner no later than March 1 of every year for the preceding calendar year. This
reporting will be in a form prescribed by the Commissioner and will be used by the Department
to audit the program, to assure that DERCs are used only once, and to represent the DERCs and
their use in required EPA modeling, demonstration and reporting requirements.

The effects of the use of DERCs will be monitored by the state using an enhanced inventory
reporting procedure. Reporting for purpose of DERC use and for the annual emission inventory
program must be done on the same basis to address baseline accounting issues. Particular
emphasis is placed on the relationship of the creation and use of DERCs to determine if
additional restrictions are needed to assure that the use of DERCs does not jeopardize RFP.
After issuance of each Trading Agreement and Order the source using DERCs agrees to have
sufficient approved DERCs in its possession at all times to provide for operation for the current
calendar month. At a minimum, any excess emissions not on hand, prior to use by an individual
source are corrected by requiring the source to retire the number of DERCs that should have been
on hand prior to use and an additional 100%. The Commissioner has provided notice to air
pollution control agencies of all adjacent states of this SIP revision.

E. IMPLEMENTATION SCHEDULE

Once approved, DERCs created may be used for approved purposes for compliance with the
NOx rule through April 30, 2003.

F. ADMINISTRATIVE PROCEDURES

This action will be submitted to EPA for their review and approval as a revision to the SIP for air
quality, as required by the Clean Air Act. The authority to adopt this revision is granted by
Section 22a-6 of the Connecticut General Statutes (CGS). Public notice has been provided as
required in CGS Sections 22a-6, 4-168 and 40 Code of Federal Regulations Part 51.102.

G. ENFORCEMENT MECHANISMS

Compliance is determined based upon emissions records, monitoring data, stack testing, DERC
ownership and use records and compliance with the Trading Agreement and Order. Conditions
of the DERC Trading Agreement and Order will be subject to enforcement procedures and
penalties under Sections 22a-174-12 and 22a-174-22 of the Regulations.

H. AUDIT AND RECONCILIATION

The State of Connecticut will monitor the effects of creation and subsequent use of DERCs by
using the reporting procedures required herein. A summary of the creation and use of DERCs
will be prepared each year along with an audit of each source, which is conducted every spring,
and the program'’s overall performance 1s audited annually. Particular emphasis is placed on the




relationship of the creation and use of DERCs to determine if additional restrictions are needed
to assure that the use of DERCs does not jeopardize RFP. Tracking and monitoring of DERC
use and creation will allow timely changes, if necessary. A complete review of the program has
been undertaken and extension of the program through April 30, 2003 is found to be desirable.
Another program review will be conducted before the program is extended beyond April 30,
2003.

PART 2. DESCRIPTION OF DERC CREATION AND/OR USE
‘ By Consent Order No. 1626

Please note that the narrative above refers to a Trading Agreement and Order and for the purposes of this
SIP that should be read as Consent Order. '

A. Administering Agency:
The State of Connecticut
Department of Environmental Protection
Bureau of Air Management

- Pollutant and Regulatory Standard Affected :
NOx, Section 22a-174-22 of the Regulations of Connecticut State Agencies

Source : :
Nichols multiple-hearth sewage sludge incinerators, permit nos. 109-0001 (west incinerator) and

109-0002 (east incinerator)

Borough of Naugatuck

500 Cherry Street

Naugatuck, CT

(Is now operated by U.S. Filter Operating Services, Inc.)

Designated Representative:
Mayor Joan B. Taf
203-720-7007

. Nonattainment Area Classification:  Serious

. Summary of Compliance
Time Period: . On and after the issuance of the Consent Order to May 1, 2003
Purpose: NOx Emission compliance
Estimated Annual DERCS needed: In 2000 Borough of Naugatuck purchased 35 tons non-
ozone season, 22 tons ozone season. They used 13.06 tons ozone and 16.62 tons non-ozone
DERC:s in 2001. They also purchased 13 tons ozone and 10 tons non-ozone DERCs from Cantor

Fitzgerald.




Maximum Emission Rate: .48 lbs/MMBtu for the east incinerafor and .52 lbs/MMBtu
for the west incinerator.

Recordkeeping and Reporting

Borough of Naugatuck is required to make and keep records of the amounts of all
sewage sludge and number 2 oil and ERCs used by the incinerators each month.

Borough of Naugatuck, no later than March 1, 2002, 2003 and 2004, 1s required to
include with its annual emissions report to the Cornrmssmner, ERCs used, by ozone and
non-ozone seasons, for the previous calendar year and the monthly rate of fuel consumption

for the incinerators and ERCs used by the incinerators.

Borough of Naugatuck is required to keep records and supporting documentation
as described in this section for a minimum of five years, commencing on the date such

records are created.

Borough of Naugatuck is required to keep documentation to demonstrate that
ERCs used during the ozone season were generated during the ozone season. The ozone
season is from May 1 through September 30 in any calendar year. Generator certification
of this fact shall be sufficient.

Borough of Naugatuck is required to submit the records specified above to the
Commissioner within thirty (30) days of rece1pt of a wntten request from the
Commissioner.

G. Description of Compliance
Borough of Naugatuck owns two Nichols multiple-hearth sewage sludge incinerators, permit nos. 109-

0001 (west incinerator) and 109-0002 (east incinerator) located at 500 Cherry Street, Naugatuck,
Connecticut (facility). At the time of the issuance of the Consent Order Borough of Naugatuck had a
contract with Naugatuck Treatment Company (NTC) to operate the incinerators at the facility.

The incinerators are subject to Section 22a-174-22 of the Regulations. On and after May 31, 1995,
Section 22a-174-22(e) of the Regulations requires that the incinerators emit NOx at a rate no greater

than 0.33 lbs/MMBtu of heat input.

During emissions testing conducted in November, 1991, the incinerators NOx emission rates were
less than the limit. During emissions testing conducted in April, 1999, the west incinerator emitted




NOx at an emission rate of 0.47 Ibs/MMBtu of heat input and the east incinerator emitted NOx at an
emission rate of 0.44 1bs/MMBtu of heat input, both in excess of the allowable NOx emission rate
0f 0.33 Ibs/MMBtu of heat input.

Borough of Naugatuck proposes to use approved ERCs to offset excess NOx emissions at the
facility, until Borough of Naugatuck complies with the emission limitation in Section 22a-174-22(e)
of the Regulations. . Borough of Naugatuck intends to acquire approved ERCs as needed to comply
with the consent order.

H.Source of DERCs:

On and after the date of issuance of the consent order, and prior to May 1, 2003 or until Borough of
Naugatuck achieves compliance with the emission standards in Section 22a-174-22(e) of the Regulations,
whichever occurs earlier, Respondent shall have in its possession required, approved ERCs. Before the first
day of each month, the source shall calculate projected ERCs required for the next calendar month for the
incinerators as required by the consent order. No later than the tenth day of each month, the source shall
calculate ERCs used in the preceding calendar month for the incinerators as required by the consent order.
Borough of Naugatuck was required to acquire and retire the approved NOx ERCs for the period of time
from March 1, 2000 and up to the date of issuance of the consent order.

Prior to May 1, 2003, Borough of Naugatuck shall limit sewage sludge throughput of the east incinerator
to 1.18 dry tons/hour. However, if Borough of Naugatuck is unabie to limit sewage sludge throughput of
the east incinerator to 1.18 dry tons/hour, Borough of Naugatuck shall conduct NOx emissions testing of
the east incinerator on or before sixty (60) days after exceedance of the 1.18 dry ton/hour throughput
limit.
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Connecticut
Consent QOr

vS.
Borough of Naugatuck

ith the agreement of Borough of Naugatuck ("Respondent"), the
1m1531one* of Environmental Protection ("Commissioner") finds the

Respondent owns two Nichols mult1D1e -hearth sewage
sludge incinerators (“1nc11era;ors”}&.permit nos. 10%-
0001 (“west incinerator”) and 109~ 0002 (veast
incinerator”) located at 500 Cherry Street, Naugatuck,
Connecticut (“facility”). Respondent current1y has a
contract with Naugatuck Treatment Company (“NTC"} to
operate the incinerators at the facility.

The incinerators are subject to Section 22a-174-22 of
the Regulations of Connecticut State Agencies
(*Regulations”). On and after May 31, 1585, Section
222-174-22(e) of the Regulations requires that the
incinérators emit nitrogen oxides (*NOx") at a rate no
greater than 0.33 pounds per million British thermal

units (“lbs/MMBtu”") of heat input.

During emissions testing conducted in Novcmbe? 19591,
the incinerators’ NOx emission rates were less than
0.33 lbs/MMBtu of heat input, the subsSequent Section
22a-174-22 of the Regulations regulatdry limit.

Pursuant to Section 22a-174-22(k) of the Regulations,

emission' tests ars to be conducted at least once every
five years after per? rorming the initial emission test
Lo ensure continued compliance with the allowable NOx
emission rates set forth in Section 22a-174-22 of the

Regulations.

Respondent conducted its initial emission tests in
November, 1551. Pursuant to Section 22a-174-22(k) of
the Regulations, Respondent was reguired to complete
its next subsequent emission tests no later than

/
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BOROUGE 0OF NAUGATUCK 2 CONSENT ORDZR NO. 15626
November, 1996. Respondent failed to conduct these
tests until April, 1999.
g. By virtue of the above, Respondent violated Section
22a-174-22(k} of the Regulations.
7. Respondenit is regquired to conduct 1ts next subsequent

emission tests by November, 2001, and at least once
every five years thereafter 1f Respondent maintains

emission sources subject to Section 22a~174-22 of the
Regulations.

8. During emissions testing conducted in April, 1999, the
west incinerator emitted NOx at an emission rats of
0.47 lbs/MMBtu of heat input and the east incinerator
emitted NOx at an emission rate o-,O.éé 1bs/MMBtu of
“heat input, both in excess of the allowabWe NOx
emission rate of 0.33 lbs/MMBtu oL heat input.

9. By virtue of the above, Respondent violated Section
22a-174-22(e) of the Regulations.

10. During the April, 1299 emissions test, the east
incinerator was tested at 87.8% of desigm capacity.
Section 22a-174-22(k) of the Regulations reguires that
sampling shall be conducted when the source is
operating at or above ninety percent (90%) of design
capacity.

11. By virtue of the above, Respondent has violated
Section 22a-174-22 (k) of the Regulations.

12. Respondent proposes to use approved éﬂission reduction
credits {(“ERCs”) to offset excess NOx"emissions at the
facility, until Respondent complies with: the emission
limitation in Section 22a-174-22(e) oi the
Regulations. -

3. On March 1, 2000, Respondent purchased thrty one tons
of approved NCx ERCs (eighteen tons non-ozone season,
thirteen tons ozone season). .On April 27, 2000,
Respondent purchased fifty-sevén tons of approved NOX
ERCs (thirty-five tons non-ozone season, twenty-two
tons ozone season). For the period 2april 1, 1999
through February 29, 2000, Respondent emitted 24 tons
of excess NOx emissions from the incinerators.

=
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BOROUGH I , CONSENT CRDER NO. 15626

By agreeing to the issuance of this consent
Respondent makes no admission of fact
respect to the matters addressed h

facts asserted in paragraphs 2.1.

8. With the agreement of Respondent, the Commissioner, acting under
ections 22a-6, 22a-171, 22a-174, 22a2-177, and 22a-178 of the
cnnecticut Gensral Statutes, orders Respondent as follows:

On and after the date of issuance of this consent
order, and prior to May 1, 2003 or until Respondent
achieves compliance with the emission standards in
Section 22a-174-22(e) of the Regulations, whichever
occurs earlier, Respondent shall have in its

possession required, approved ERCs-

On and after the date of issuance of this consent
order, and prior to May 1, 2003 or untiil Respondent
achieves compliance with the emission standards in
Section 22a-174-22(e) of the Regulations, ,
whichever occurs earlier, Respondent shall document
and record the amounts of all sewage sludge and number
2 01l (collectively referred to as "“Zuel”) and ERCs
used by the incinerators each month, and provide such
records in accordance with the following and Secticn
22a-174-22 of the Regulations:

a. Before the first day of each month, calculate
projected ERCs required for the next calendar
month for the incinerators as follows:

West Incinerator K
ERCs (teons) = [Estimated Fuel Use ih MMBtu X

1
(0.52 1bs/MMBtu - (0.95 x 0.33 lbs/MMBtu))] -+
2000 pounds; o

East Incinerator
ERCs (tons) = [Estimated Fuel Use in MMBtu x

(0.48 lbs/MMBtu - (0.95 x 0.33 lbs/MMBtu) )] =+
2000 pounds:;

Document that sufficient approved

available for the incinerators no

the first of each calendar month to assure
compliance for, at a minimum, that calendar
month. ERCs required shall be adjusted

. ' H 4 '2_ r._/
Respondent ‘s L : ' Date: //C e/




upwards by 100% i1f zpproved ERCs are nob in
Respondent’s possession prior to use.
However, based on the gravity of the
noncompliance, the Commissioner may reguire
additional upward adjustment;

BOROUGH OF NAUGATUCK - 4 CONSENT ORDER NO. 1625

No later than the tenth day of each month,
calculate ERCs used in the preceding calendar
month for the incinerators as follows:

West Incinerator )
ERCs {tons) = [Actual Fuel Use in MMBtu x (.

lbs/MMBtu - (.95 x .33 lbs/MMBtu})] + 2000
pounds;

w

East Incinerator I
ERCs (tons) = [Actual Fuel Use'im MMBLu x (.
lbs/MMBtu - (.95 x .33 lbs/MMBtu))] + 2000
pounds;

Document and record monthly consumption of fuel
and ERCs; ‘ ‘

No later than March 1 of each year this Consent
Order is in efzect, include with it

emissions report to the Commissione

rate of fuel consumption for the i

ERCs used by the incinerators for

calendar vyear;

Retain records and supporting documentation as
described in this section for a minimum of five
years, commencing on the date such records were
created; AT

Maintain documentation to attest to the fact that
ERCs used during the ozone season were generated
during the ozone season. The ozone Season 15
from May 1 through September 30 in any calendar
year. Generator cerxtification of this fact shall
be sufficient; and

Provide the records specified above to
Commissioner within thirty (30) days of receipt o
written reguest from the Commissioner.

2. Respondent shall
tons of NOX emissions

Respondent‘s Initials: }hgf




30R0OUGH OF NAUGATUCK CONSENT ORDER NO. 1625

ril 1, 13599 through February 29, 2000 (24 tons for
excess NOx emissions from April 1, 1999 through
February 29, 2000 and 24 tons as a 100% “premium” for
not having the required NOx ERCs on hand prior to the
occurrence of the excess emissions). Twenty-two (22)
tons snall be ozone season ERCs and tweénty-six (26)

tons shall be non-ozone seascn ERCs.

.. Respondent shall acquire and retire the approved NOx
ERCs calculated in accordance with the following
calculations for the period of time from March 1, 2000
and up to the date of issuance of this consent order:

West Incinerator : S
ERCs (tons) = [Actual Fuel Use in- MMBLu x (.47
ibs/MMBtu - (.95 x .33 lbs/MMBtu) )] = 2000 pounds;

East Incinerator
ERCs (tons) = [Actual Fuel Use in MMBtu x (.44

lbs/MMBtu - (.95 x .33 1bs/MMBtu))] + 2000 pounds

ERCs reguired shall be adjusted upwards by 100% if
approved ERCs are not in Qesoondent’s possession prior
to use. Any ERCs usad during the ozone season shall
have been generated during the ozone season

. Prior to May 1, 2003, Respondent shall limit sewage sludge
*hr ughput of the east incinerator to 1.18 dry tons/hour.
However, 1f Respondent is unable to limit sewage sludge
throughput of the east incinerator to 1.18 dry tons/hour,
Respondent shall conduct NOX emissions testiﬁg 0f the east
incinerator on or before sixty (60) days after exceedance of
the 1.18 dry ton/hour throughput limit in. acco*daﬁce with the

following:

a. Respondent shall submit to the Commissioner
review and written approval an Intent-To-T
(*ITT") protocol not less than thirty (30)
to the emissions testing reguired pursuant
4 of this consent order. The ITT protocol
include at least:

The Department of Environmental Protection’s
Bureau of Air Management Test Form No. 1, “Intent
to Test”;

Respondent’s Initials:
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System operating parameters indicative of proper
operation, including, but not limited
throughput, auxil*a*y LeT firi

emissions rate, T

temperature.

The ITT protocol shall provide that Respondent shall

perform testing as speciiied in Sections 22a-174-5 and

22a-174-22 of the Regulations, including operating the

incinerator at not less than ninety percent (90%) of
ts maximum permitted capacity.

Respondent shall perform all
paragraph B.4. in accordance wi
protocol.

In conducting and performing the i

paragraoh B.4., and in analyzing

testing, Respondent shall adhere t

in j -17 .0f the Regulations
and as approved by the United States Environmental
Protection Agency (“EPA”) and the Commissioner.

Respondent shall schedule all emissions testing so as
to allow the Commissioner to be o*esenL during such
testing and to independently verify facility
operations, aix pollution control eguipment parameters,
and testing procadures. ' '

Within 20 days after completing any emissions testin
required by this consent order, Respondent shall submit
to the Commissioner a written report providing the
results of such testing; within 15 days of a notice
from the Cormmissioner indicating any_@e_1c1enc1es in
such report, Respondent shall submit a revised report.

the results of the testing reguired by paragraph
show that the actual NOx emission rate oI the east
incinerator is higher than the full load emission rate
(*FLER”) of the east incinerator specified in paragraph
3. Respondent shall immediately substitute the
hlgher NOx emission rate. for the FLER in the ERC
calculations in pazagfaph R.2., and Respondent shall
acguire ERCs in accordance with the revised
calculations. Respondent shall adjust any ERCs not in
Respondent’s possession prior to .the occurrence of the
excess NOx emissions upwards by 100% from the date of

%’% /

w

c
F
2.
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emissions sxblak pursuantc Lo paragraph

ntil the purc i ‘

£ the results testing reguired by paragr

.4. show that NOX emission rate of &
incinerator is 1ower than the FLER of the east

incinerator specified in paragraph B.2.

Respondent may submit a2 written request tc the

Commissioner, for his review and written approval, to

substitute the lowsr NOx emission rate for the FLER in
ERC calculations in paragraph B.2.

&ph
ha east

I 7., Respondent shall conduct

both incinerators on or before November

on tests shall be conducted in accordanca
with the procedure set forxrth in paragraph B.4.a. through
3.4.e; provided that if the east incineratdr is testad at
90% of its maximum permitted capacity, ‘the 1.18 drv ton/hour
sewage sludge throughput limit specified in paragraph B.4.
shall no longer apply. Respondent shall conduct emiscion
tests of any emission sources subject to Section 22a-174-22
of the Regulations at least once every five years after
November 2001. .

a. If the results of the testing required by this
paragraph show that the actual NOx emission rate(s) o
one or both of the incinerators 's/are higher tha
tull load emission rate(s) (“FLE:
specified in paragraph B.2., Respondent shall
immediately substitute the higher NOx emission rate(s)
for the FLEZR(s) in the ERC calculations in paragraph
B.2., and Respondent shall acguire ERCs in accordance
with the revised calculations. Respondent shall adjust
any ERCs not in Respondent’s possessién prior to the
occcurrence 0f the excess NOx emissions upwards by 100%
from the date of the emission tests copducLed pursuant
to paragraph B.4. until the purchase of said ERCs.

the results of thé& testing reguired by this

agraph show that the actual NOx emission rate(s) of
or both of the incinerators is/are lower than the

R(s) of the incinerators specified in paragraph

. Resnondenu may submit a written reguest to the

Commissioner, for his review and written approval, to

substluute the lower NOx emission rate(s) for the
LER(s) in the ERC calculations in Davagraoq B.2.

Wwh O0Qg -
[ s TSN
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On and after the date of issuance of this Consent Order, and

' ) —
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BOROUGE OF NAUGATUCK - 8
prior to May 1, 2003, Respondent
operation on sewage sludge and no.
enforceable maximum FLER of 0.52 lbs
heat input rov the west incinerator,
MMBIu of heat I for the east incinerator,
24-hour basis.

No later than May 1, 2003, Respondent shall comply with the
requirements of Section 22a-174-22(d) {2) of the Regulations.
However, after full program review oif the Emissions Trading
Program and, if determined to be appropriate, the
Commissioner may grant a written extension of this Consent
Order.

compliance. Respondent shall not be considered in full
cor pl1ance with this consent order until all actions
equired by this consent order have beén: completed as
approved and to the Commissioner’s sati&faction.

Approvals. Respondent shall use best efforts to submit to
the Commigsioner all documents regquired by this consent
order in a complete and approvable form. If the
Commissioner notifies Respondent that any document or other
action is deficient, and does not approve it with conditions
or modifications, 1t 13 deemed disapproved, and Resporident
shall correct the deficiencies and resubmit it within the
time specified by the Commissidner or, if no time is
specified by the Commissioner, wif 30 days of

the Commissioner's noticeé of de: . In approving any
documept or other action under this n rder, the
Cormissioner. may approve the document or other action as
submitted or performed or with such corniditions or
modifications as the Commissioner deems necessary to carry
out the purposes of this consent order. "Nothing in this
paragraph shall excuse noncompliance or delay.

Definitions. - As usaed in this consent order, "Commissioner"
means the Commissioner or a representative of thes
Commissioner. The date of “issuance” of this consent order
is the date the consent order is deposited in the U.S. mail
or personally delivered, whichever is earlier. “Approved
ERCs” are defined for purposes of .this consent orxrder as
those for which the Commissioner has provided written
authorization for use in compliance with Section 22a-174- 22

of the Regulations.

Dates. The date of submission to the Commissioner of any
document reguired by this consent order shall be the date

6 Q,z//
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BOROUGH OF NAUGATUCK 8 CONSENT ORDER NO. 1526
such document is received by the Commissioner. The date of
any notice by the Commissioner under this consent order,
including but not limited to notice of approval or
disapproval of any document or other action, shall be the
date such notice is deposited in the U.S. mail or is
personally delivered, whichever is earlier. Except as
otherwise specified in this consent ordser, the word "day" as
used in this consent order means calendar day. Any document
or action which is reguired by this consent order to be
submitted or performed by a date which falls on a Saturday,
Sunday or a Connecticut or fmderal holiday shall be
submitted or performed b 12xt day which is not a
Saturday, Sunday or Conne federal holiday.

Certification of documents. anyv document, including but
limited to any notice, which is required to.be submitted
the Commissioner undor this consent ordnf shall be signed
Respondent or, if Respondent is not an 1nd1v1dual, by
Respondent’s chief executive officer or a duly authorized
representative of such officer, as those terms are defined
in Section 22a2-430-3(b}{2) of the Regulaticns of Connecticut
State Agencies, and by the individual({s) responsible for
actually preparing such document, and Respondent or
Respondent’s chief executive officer and each such
individual shall certify in writing as follows:

*I have Dersona11y examin and am familiar with the
ion submitted in ¢ document and all attachments
nd I certify, on reasonable investigation,
ng my inquiry of those individuals responsible for
ning the information, that the submitted information is
accurate and complete to the best of my knowledge and
I understand that any false statement made in the
squltted information is punishable as a clelpal offense
under Section 53a-157b of the Connecticut’ General S“atutas
and any otbef aDDllcable law. "
Noncompliiance. This consent order is a final order.of the
Commwss1oner with respect to the matters addressed nerein,
and is nonappealable and immediately enforceable. Failure
to comply with this consent o*der may subject Respondent to
an injunction and penalties.

False statements. Any false statement in any information -
submitted pursuant to this consent order is punishable as a
criminal offense under Section 522-157b of the Connecticut
General Statutes and any cother applicable law.

77 | Le: %7474;/
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transfer; lia ' Raspondent.
p ondent has fu ied with this consent
ondent shal_ i Commissioner in writing
rring all or any portion
lby, the coperations, i 'swue or Lhe busiqess
bubject of this cons g
a new mall ing or location address. Resnopdent s obllgatloﬂs
unider this consent ordeér shall not be affected by the passage
of title to any property to any other person or municipality.

Commissioner's powers. Nothing in this consent order shall
arfect the Comm1551oner s authority to institute any
proceeding or take any other action to prevent or abate

. viglations oif law, prevent or abatzs pellution, recover costs
and natural resource damages, and to impose penalties for
past, present, or future violations of law.  .If at any time
the Commissioner determines that the abt*bns'taken by
Respondent pursuant to this consent ordér have not
successfully corrected all vielations, Lule characterized
the extent or degree of any pollution, oxr successfully
abated or prevented pollution, the Commissioher may
institute any proceeding to reguire Respondent to undertake
further investigation or furxther actionm to prevent or abate
violations or polluticen.

Respondent's obligations under law. Nothing in this consent
order shall relieve Respondent of ot he* obligations under
applicable faderal, state add local la

No assurance by Commigsioner. N¢ provision of this consent
corder and no action or inaction by Lhe Commissioner shall be
construed to constitute an assurance by the Commissioner that
the actions taken by Respondent pursuant to, this consent order
will result in compliancsa {or prevent or- abate pollution].

Access to site. Any representative of the . )

Department of Environmental Protection may enter the
facility without prior notice for the purposes of
monitoring and enforcing the actions reguired or allowed by
this consent order.

No effect on rights of other pexsons. This consent corder

neither creates nor affects any righits of persons or
municipalities that are not partiss to this consent order.

Notice to Commissioner of changes. Within 15 days of the date
Respondent becomes aware of a change in any information
submitted to the Commissioner under this consent order, or

‘ . ;??’
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that any such 3 i W ] curate or misleading or thar
' RPespondent shall submit
the Commissioner.

Notification of non ' . In the event that Respondent
becomes aware that ii ' or may not comply, or did nob or
may not comply on time, wi any requirement of this consent
order or of any document quired hereunder, Respondent shall
immediately notify by telephone the individual identified in
the next paragraph and shall take all reasonable steps to
ensure that any noncompliance or delay is avoidad or, if
unaveoidable, is minimized to the greatest extent possible.
Within five (5) days of the initial notice, Respondent shall
submit in writing the date, time, and duraticn cof the
noncompliance and the reasons for.the noncompliance or delay
and propose, for the review and written gpproval of the
Commissioner, dates by which compliance 'will be achieved, and
Respondent shall comply with any dates whHich may be approved
in writing by the Commissioner. Notificarién by Respondent
hall not excuse noncompliance or de1ay, and the
Comm1551one* s approval of any compli ance dates proposed shall
not excuse noncompliance or delay unless specifically so
stated by the Commissioner in writ ting.

Submission of documents.- Any document reguired to be
submitted to the Commissioner under this consent order
shall, unless otherwise specified in this consent order or
in writing by the Commissioner, be directed to:

Wendy Jacobsg

Department of Environmental Probtection
Bureau of Air Management

Compliance and Field Cperations Division .
79 Zlm Street o

Hartford, Connecticut 06106-5127

Respondent’'s Initials:
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PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

The following criteria were developed using U. S. Environmental Protection Agency=s (EPA)
State Implementation Plan (SIP) Completeness criteria found in Appendix V to 40 Code of
Federal Regulations, Part 51, and using the requirements of the Economic Incentive Program
(EIP) Final Rule, 40 Code of Federal Regulations Part 51.493, published April 7, 1994, 59 FR
16690.

A. PROGRAM SCOPE
Part I of this narrative is generic for Connecticut’s program. Part II of this narrative is specific to

the individual source involved and may be for one or more of the following: creation, use or
averaging of credits, including discrete emission reduction credits (DERCS) and allowances.

EPA has set forth its guidance for DERCs in EIP guidance designed to cover an entire range of
market-based approaches for stationary and mobile sources, one of which is emissions trading,
including the creation of DERCs from nitrogen oxides (NOx) control and the use of DERCs to
meet NOx Reasonably Available Control Technology (RACT) requirements. Creation of
DERC:s for use in compliance with the NOx RACT rules meets the criteria for such programs set
forth in the EIP rules. DERC creation is a type of emissions-limiting strategy, as that term is
used in EPA’s EIP guidance.

The present scope of this program includes approval of creation and use of specific discrete
emission reductions from a single source, and thereby define them retrospectively as DERCs for
use or trading until May 1, 2003 by sources for compliance with Section 22a-174-22 of the -
Regulations of Connecticut State Agencies (Regulations), regarding control of NOx. Record
keeping and monitoring by the Department, as described below, will allow an accurate
retrospective assessment of the number of major sources creating and/or using NOx DERCs as a
method of compliance. The DERC creator and user must comply with all other applicable local,
state and federal laws and regulations.

B. STATEMENT OF GOALS AND RATIONALE

The goal of the emissions trade is to lower the cost of compliance with NOx control
requirements. The purpose of approving emission reductions as DERCs is to encourage the over
control of emissions, below the lower of actual or allowable emissions, and to provide affected
sources the flexibility of an alternative mechanism for meeting environmental requirements as
envisioned by the Connecticut NOx RACT regulations (Section 22a-174-22 of the Regulations).

An advantage of this mechanism is the incentive it provides sources of air contaminant emissions
to reduce their emissions below the limits that are established under traditional command and
control regulatory programs. It also improves rule effectiveness by allowing for more timely rule
compliance because more options are available to the regulated source. DERC trading is interided
to benefit both the environment and the regulated entities and can achieve equal or better




environmental results at a lower cost than traditional regulatory approaches.

Creation or use of DERCs in compliance with Section 22a-174-22 of the Regulations will not
interfere with reasonable-further-progress (RFP) demonstrations filed with EPA by the State of
Connecticut. Indeed, the program should assist the DEP in advancing RFP. The DERC creator
and user of DERCs, will continue to report actual emissions. The state inventory will reflect
shutdowns or actual emissions as determined from an approved baseline of emissions indicated
in each Trading Agreement and Order. The DEP monitors the generation of DERCs and the
eventual use of DERCs and conducts a yearly audit of the program.

DERCs produced by the above-described rﬁethodology are real, quantifiable, surplus, permanent
and enforceable, as required by EPA EIP guidance. Specifically, the reductions are:

Real because they result in a reduction of actual emissions released into the air, net of any
consequential increase in actual emissions resuiting from shifting demand. The emission
reductions are properly measured, recorded and reported.

Quantifiable because they are based on an approprate reliable and replicable protocol, providing
the rate and total mass amount of reduction.

Surplus because they are not required by any Connecticut Statute or regulation mandated by a
current State Implementation Plan (SIP), and are not currently relied upon in any applicable
attainment plan, any reasonable further progress plan or milestone demonstration.

Permanent because the advanced control systems are in placé and operating and an appropriate
tracking system 1s in place to monitor use of DERCs.

Enforceable because the DERCs are approved by the Commissioner retrospectively.

Creation and subsequent use of DERCs should be viewed as a program that operates within the
known constraints of RFP, the NOx rule, and other SIP requirements. Restrictions on the use of
DERCs will address concerns about RFP and attainment in a context of intertemporal trading.
Specifically, the Commissioner will require that:

The DERCs must be certified by the Department prior to use.

DERCs generated during non-ozone season months may not be used during the ozone
season. Only the DERCs produced during ozone-season months of May through
September are available for use during the ozone season.

DERCs are presently authorized only for the purpose of compliance with Section 22a-
174-22 of the Regulations for use before May 1, 2003.

Written permission must be obtained from the Commissioner before DERCs are utilized




by sources. Upon approval by the Commissioner, however, such DERCs may be used by
sources with valid Trading Agreement and Orders authorizing such use.

On an overall state basis, improved NOx rule-effectiveness will assure that any excess in the
number of DERCs used as compared to those created during any particular time period will not
have a significant impact on projected reductions of NOx. Careful tracking and monitoring of
DERC generation and use will allow timely program changes, as required.

Use of DERCs will not jeopardize RFP since the state's NOx rule emission limits for the sources
creating and/or using DERCs are more stringent than EPA's NOx RACT guidance (57 FR 55620,
November 25, 1992) and, therefore, a reduction beyond that federally-required will be occurring.

A yearly audit and on-going tracking and monitoring of DERC use and creation by the state will
allow for timely program changes if the use of DERCs exceeds their creation by a significant
amount. A full program assessment will be conducted and the program may be extended beyond
April 30, 2003. '

The creation and use of DERCs improves the probability of the RFP demonstration as a result of
a combination of factors including seasonal shifting of NOx emissions from summer to winter, a
minimum ten (10) percent retirement of DERCs upon their creation to assure a benefit to the
environment and the inventorying of DERCs prior to use. There may be some environmental
benefit from removing NOx and other pollutants from the air at a time when emissions were at
higher levels and using them at a later time. Taken together, these benefits qualify as exceptional
under EIP requirements.

C. BASELINE

The program baseline is the Connecticut 1990 base year ozone emission inventory. This
inventory is the benchmark against which early emission reductions are measured by the state
and serve as the starting point from which to generate a projected inventory for the ozone season.
used in the ozone attainment demonstration analysis. Finally, it is the basis for the evaluation of
potential control strategies to meet the Clean Air Act mandates to reduce emissions. For
individual sources the baseline will be the lower of actual or allowable emissions.

D. MONITORING, RECORD KEEPING AND REPORTING REQUIREMENTS

Subject sources will comply with the applicable provisions of Section 22a-174-22(k) of the
Regulations, Emissions Testing and Monitoring and Section 22a-174-22(1) of the Regulations,
Reporting and Record keeping. Records will be maintained for a minimum of five (5) years, and
will be made available during normal working hours for review by the Department upon request.

An accounting of the use of all DERCs created and approved by the Department will be provided
to the Commissioner no later than March 1 of every year for the preceding calendar year, This




reporting will be in a form prescribed by the Commissioner and will be used by the Department
to audit the program, to assure that DERCs are used only once, and to represent the DERCs and
their use in required EPA modeling, demonstration and reporting requirements.

The effects of the use of DERCs will be monitored by the state using an enhanced inventory
reporting procedure. Reporting for purpose of DERC use and for the annual emission inventory
program must be done on the same basis to address baseline accounting issues. Particular
emphasis is placed on the relationship of the creation and use of DERCs to determine if
additional restrictions are needed to assure that the use of DERCs does not jeopardize RFP.
After issuance of each Trading Agreement and Order the source using DERCs agrees to have
sufficient approved DERC:s in its possession at all times to provide for operation for the current
calendar month. At a minimum, any excess emissions not on hand, prior to use by an individual
source are corrected by requiring the source to retire the number of DERCs that should have been
on hand prior to use and an additional 100%. The Commissioner has provided notice to air
pollution control agencies of all adjacent states of this SIP revision.

E. IMPLEMENTATION SCHEDULE

Once approved, DERCs created may be used for approved purposes for compliance with Section
22a-174-22 of the Regulations through April 30, 2003.

F. ADMINISTRATIVE PROCEDURES

This action will be submitted to EPA for their review and approval as a revision to the SIP for air
quality, as required by the Clean Air Act. The authority to adopt this revision is granted by
Section 22a-6 of the Connecticut General Statutes (CGS). Public notice has been provided as
required in CGS Sections 22a-6, 4-168 and 40 Code of Federal Regulations Part 51.102.

G. ENFORCEMENT MECHANISMS

Compliance is determined based upon emissions records, monitoring data, stack testing, DERC
ownership and use records and compliance with the Trading Agreement and Order. Conditions
of the DERC Trading Agreement and Order will be subject to enforcement procedures and
penalties under Sections 22a-174-12 and 22a-174-22 of the Regulations.

H. AUDIT AND RECONCILIATION

The State of Connecticut will monitorthe effects of creation and subsequent use of DERCs by
using the reporting procedures required herein. A summary of the creation and use of DERCs
will be prepared each year along with an audit of each source, which is conducted every spring,
and the program’s overall performance is audited annually. Particular emphasis is placed on the
relationship of the creation and use of DERCs fo determine if additional restrictions are needed
to assure that the use of DERCs does not jeopardize RFP. Tracking and monitoring of DERC
use and creation will allow timely changes, if necessary. A complete review of the program has
been undertaken and extension of the program through April 30, 2003 is found to be desirable.




Another program review will be conducted before the program is extended beyond April 30,
2003.

PART 2. DESCRIPTION OF DERC CREATION AND/OR USE
By Trading Agreement and Order 8177 Modification No.1

. Administering Agency:
The State of Connecticut
Department of Environmental Protection
Bureau of Air Management

. Pollutant and Regulatory Standard Affected : ,
NOx, Section 22a-174-22 of the Regulations of Connecticut State Agencies

Source :

Wisvest-Connecticut, LLC
Bridgeport Harbor Station

1 Atlantic Street

Bridgeport, CT 06604

Unit 3, permit number 015-0089

Designated Representative:
Name  Robert Silvestri, Environmental Operations Leader
Tel: (203) 551-6032

E. Nonattainment Area Classification: Severe

F. Summary of Compliance

Time Period: . April 19, 1999 - prior to May 1, 2003 _

Purpose: NOx Emission compliance for the boiler during start-up and generation of DERCs and BERCs
from the boiler.

Annual DERCS needed: None used in 2000 or 2001

DERC s generated: 560 ozone season BERCs and 605 non-ozone season DERCs were created in 2000.
637 ozone season BERCs and 729 non-ozone DERCs were created 2001.

G. Description of Compliance

Wisvest is an exempt wholesale electric generating company with its principal place of
business in Shelton, Connecticut. On April 16, 1999 Wisvest purchased from The United




. -..

INluminating Company and now owns and operates two fossil fuel-fired electric generating
stations within the state. One of the two fossil fuel-fired electric generating stations within
the state that Wisvest owns and operates is Bridgeport Harbor Station at 1 Atlantic Street in
Bnidgeport, Connecticut (facility). At the facility, Wisvest operates Bridgeport Harbor
Station Unit 3, Connecticut Permit 015-0089, a tangentiaily-fired boiler, currently rated at
400 megawatts (boiler). The boiler has the dual capacity to operate on coal and/or fuel oil
(No. 6 or No. 2). No. 2 fuel oil is used primarily as a start-up fuel. A continuous emissions
monitor (CEM), certified to 40 Code of Federal Regulations Part 75, measures NOx
emissions from the boiler. The boiler is generating and using DERCs in accordance with
Trading Agreement and Order 8177. The order is being modified with respect to the
generation and use of ozone season budget emission reduction credits (BERCS).

The modification No. 1 to Trading Agreement and Order No. 8177 pertains to the ozone season
restrictions concerning generation and use.

Ozone Season Restrictions. The boiler is subject to Section 22a-174-22a of the Regulations
(NOx Budget Program) in 1999 and every year thereafter. The boiler may generate ozone season
BERC:s to comply with Section 22a-174-22 of the Regulations: 1) BERCs shall only be generated
by the boiler from May 1 through September 30 of a given year, 2) BERCs shall only be used by
other NOx Budget Program sources located in Connecticut, 3) BERCs shall only be used to
offset ozone season excess emissions, and shall not be used for compliance during the non-ozone
season; and 4) BERCs generated during a given year shall only be used during the following
ozone season, with the exception of BERCs generated during 1999, which may be used in the
2001 ozone season. BERCs may be generated until May 1, 2003. BERCs are subject to all ERC
requirements set forth in the Trading Agreement and Order except for those requirements
pertaining solely to non-ozone season ERCs and as otherwise may be provided.
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STATE OF CONNECTICUT
PARTMENT OF ENVIRONMENTAL PROTECTION

STATE OF CONNECTICUT . _
TRADING AGREEMENT AND

AND ORDER NO. 8177
MODIFICATION NO. 1

WISVEST-CONNECTICUT, LLC

‘"TRADING AGREEMENT AND ORDER MODIFICATION

In the matter of a Trading Agreement and Order between the Commissioner of Environmental
Protection (“Commissioner”) and Wisvest-Connecticut, LLC ("Wisvest”).

WHEREAS, the Commissioner.and Wisvest, having agreed to the terms and conditions set
forth in Trading Agreement and Order No. 8177 issued on May 31, 2000, do now, by mutual
agreement, modify said Trading Agreement and Order as follows:’

L Delete paragraph C.1.c. and substitute the following therefor:

Ozone Season Restrictions. The boiler is subject to Section 222-174-22a of the
Regulations (“INOx Budget Program™) in 1999 and every year thereafter. The boiler may
generate ozone season BERCs to comply with Section 22a-174-22 of the Regulations in
accordance with paragraph C.1.2. and the following conditions and restrictions: 1)
BERCs shall only be generated by the boiler from May 1 through September 30 of a
given year, 2) BERCs shall only be used by other NOx Budget Program sources located
in Connecticut, 3) BERCs shall only be used to offset ozone season excess emissions, and
shall not be used for compliance during the non-ozone season; and 4) BERCs generated
during a given year shall only be used during the following ozone season, with the
exception of BERCs generated during 1999, which may be used in the 2001 ozone
season. For example, BERCs generated during the 1999 ozone season may be used
during the 2001 ozone season. However, BERCs generated during the 2000 ozone season
may only be used during the 2001 ozone season. BERCs may be generated until May 1,
2003. BERCs are subject to all ERC requirements set forth in this Trading Agreement
and Order except for those requirements pertaining solely to non-ozone season ERCs and -

as otherwise may be provided.

All other terms and conditions of Trading Agreement ahd Order no. 8177 issued by the
Commissioner acting under Chapter 446c, Sections 22a-6, 22a-171, 22a-174, 22a-176, and 22a-
177 of the Connecticut General Statutes shall remain in effect.

Ry ,“ iy ' - :-‘;‘/'_' )
Initials: éD”(/ Date: /o~ /U /
( Printed on Recycled Paper)
7% Eim Strest * Hartford, CT 06106 - 5127
hitp://dep.state. ct.us

_ An Equel Opportuniry Employer
gting Connecticut C:ggs;qlg@ejoyme&{gnggg‘,wm: 1980 <2

bl R T e JEr U VRS

e o




WISVEST-CONNECTICUT, LLC TRADING AGREEMENT AND ORDER
NO. 8177 MODIFICATION NO. 1

Wisvest-Connecticut, LLC hereby consents to the entry of this modification to the Trading
Agreement and Order without further notice.

Wisvest-Connecticut, LLC
Signature: %‘«O _’D /U(

Thomas D. Kirk

Type Name:

Typc Title‘ Comaval M:n:ga*‘

Date: February 26, ZQE/)

Entered as a modification ofza=&tder of the CW& of Egvironryg

ATthur J. Rocque'™r, ¢
Comrnission ya

.numbered 8177 this V4 day of

CITY OF BRIDGEPORT
LAND RECORDS

~ MAILED CERTIFIED MAIL,
RETURN RECEIPT REQUESTED

Certified Document No. 1625 0394




REVISION TO THE STATE IMPLEMENTATION PLAN
STATE OF CONNECTICUT
FOR SINGLE SOURCE COMPLIANCE WITH CONNECTICUT
EMISSION LIMITS ON OXIDES OF NITROGEN
Section 22a-174-22 Regulations of Connecticut State Agencies
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WISVEST-CONNECTICUT, LLC
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PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

The following criteria were developed using U. S. Environmental Protection Agency’s (EPA)
State Implementation Plan (SIP) Completeness criteria found in Appendix V to 40 Code of
Federal Regulations, Part 51, and using the requirements of the Economic Incentive Program
(EIP) Final Rule, 40 Code of Federal Regulations Part 51.493, published April 7, 1994, 59 FR
16690.

A. PROGRAM SCOPE

Part [ of this narrative is generic for Connecticut's program. Part I of this narrative is specific to
the individual source involved and may be for one or more of the following: creation, use or
averaging of credits, including discrete emission reduction credits (DERCS) and allowances.

EPA has set forth its guidance for DERCs in EIP guidance designed to cover an entire range of
market-based approaches for stationary and mobile sources, one of which is emissions trading,
including the creation of DERCs from nitrogen oxides (NOx) control and the use of DERCs to
meet NOx Reasonably Available Control Technology (RACT) requirements. Creation of
DERC:s for use in compliance with the NOx RACT rules meets the criteria for such programs set
forth in the EIP rules. DERC creation is a type of emissions-limiting strategy, as that term is
used in EPA’s EIP guidance. :

The present scope of this program includes approval of creation and use of specific discrete
emission reductions from a single source, and thereby define them retrospectively as DERCs for
use or trading until May 1, 2003 by sources for compliance with Section 22a-174-22 of the
Regulations of Connecticut State Agencies (Regulations), regarding control of NOx. Record
keeping and monitoring by the Department, as described below, will allow an accurate
retrospective assessment of the number of major sources creating and/or using NOx DERCs as a
method of compliance. The DERC creator and user must comply with all other applicable local,
state and federal laws and regulations.

B. STATEMENT OF GOALS AND RATIONALE

The goal of the emissions trade is to lower the cost of compliance with NOx control
requirements. The purpose of approving emission reductions as DERCs is to encourage the over
. control of emissions, below the lower of actual or allowable emissions, and to provide affected
sources the flexibility of an alternative mechanism for meeting environmental requirements as
envisioned by the Connecticut NOx RACT regulations (Section 22a-174-22 of the Regulations).

An advantage of this mechanism is the incentive it provides sources of air contaminant emissions
to reduce their emissions below the limits that are established under traditional command and

control regulatory programs. It also improves rule effectiveness by allowing for more timely rule
compliance because more options are available to the regulated source. DERC trading is intended




to benefit both the environment and the regulated entities and can achieve equal or better
environmental results at a lower cost than traditional regulatory approaches.

Creation or use of DERCs in compliance with Section 22a-174-22 of the Regulations will not
interfere with reasonable-further-progress (RFP) demonstrations filed with EPA by the State of
Connecticut. Indeed, the program should assist the DEP in advancing RFP. The DERC creator
and user of DERCs, will continue to report actual emissions. The state inventory will reflect
shutdowns or actual emissions as determined from an approved baseline of emissions indicated
in each Trading Agreement and Order. The DEP monitors the generation of DERCs and the
eventual use of DERCs and conducts a yearly audit of the program.

DERCs produced by the above-described methodology are real, quantifiable, surplus, permanent
and enforceable, as required by EPA EIP guidance. Specifically, the reductions are:

Real because they result in a reduction of actual emissions released into the air, net of any
consequential increase in actual emissions resulting from shifting demand. The emission

reductions are properly measured, recorded and reported.

Quantifiable because they are based on an appropriate reliable and replicable prbtocol, providing
the rate and total mass amount of reduction.

Surplus because they are not required by any Connecticut Statute or regulation mandated by a
current State Implementation Plan (SIP), and are not currently relied upon in any applicable
attainment plan, any reasonable further progress plan or milestone demonstration.

Permanent because the advanced control systems are in place and operating and an approprnate
tracking system is in place to monitor use of DERCs.

Enforceable because the DERCs are approved by the Commissioner retrospectively.

Creation and subsequent use of DERCs should be viewed as a program that operates within the
known constraints of RFP, the NOx rule, and other SIP requirements. Restrictions on the use of
DERCs will address concerns about RFP and attainment in a context of intertemporal trading.

Specifically, the Commissioner will require that:

The DERCs must be certified by the Department prior to use.

DERCs generated during non-ozone season months may not be used during the ozone
season. Only the DERCs produced during ozone-season months of May through
September are available for use during the ozone season.

DERCs are presently authorized only for the purpose of compliance with Section 22a-
174-22 of the Regulations for use before May 1, 2003.




Written permission must be obtained from the Commissioner before DERCs are utilized
by sources. Upon approval by the Commissioner, however, such DERCs may be used by
sources with valid Trading Agreement and Orders authorizing such use.

On an overall state basis, improved NOx rule-effectiveness will assure that any excess in the
number of DERCs used as compared to those created during any particular time period will not
have a significant impact on projected reductions of NOx. Careful tracking and monitoring of
DERC generation and use will allow timely program changes, as required.

Use of DERCs will not jeopardize RFP since the state's NOx rule emission limits for the sources
creafing and/or using DERCs are more stringent than EPA's NOx RACT guidance (57 FR 55620,
November 25, 1992) and, therefore, a reduction beyond that federally-required will be OcCuITing.

A yearly audit and on-going tracking and monitoring of DERC use and creation by the state will
allow for timely program changes if the use of DERCs exceeds their creation by a significant
amount. A full program assessment will be conducted and the program may be extended beyond
April 30, 2003.

The creation and use of DERCs improves the probability of the RFP demonstration as a result of
a combination of factors including seasonal shifting of NOx emissions from summer to winter, a
minimum ten (10) percent retirement of DERCs upon their creation to assure a benefit to the
environment and the inventorying of DERCs prior to use. There may be some environmental
benefit from removing NOx and other pollutants from the air at a time when emissions were at
higher levels and using them at a later time. Taken together, these benefits qualify as exceptional
under EIP requirements.

C. BASELINE

The program baseline is the Connecticut 1990 base year ozone emission inventory. This
inventory is the benchmark against which early emission reductions are measured by the state
and serve as the starting point from which to generate a projected inventory for the ozone season
used in the ozone attainment demonstration analysis. Finally, it is the basis for the evaluation of
potential control strategies to meet the Clean Air Act mandates to reduce emissions. For
individual sources the baseline will be the lower of actual or allowable emissions.

D. MONITORING, RECORD KEEPING AND REPORTING REQUIREMENTS

Subject sources will comply with the applicable provisions of Section 22a-1 74-22(k) of the
Regulations, Emissions Testing and Monitoring and Section 22a-174-22(1) of the Reguilations,
Reporting and Record keeping. Records will be maintained for a minimum of five (5} years, and will
be made available during normal working hours for review by the Department upon request.




An accounting of the use of all DERCs created and approved by the Department will be provided to
the Commissioner no later than March 1 of every year for the preceding calendar year. This reporting
will be in a form prescribed by the Commissioner and will be used by the Department to audit the
program, to assure that DERCs are used only once, and to represent the DERCs and their use in
required EPA modeling, demonstration and reporting requirements.

The effects of the use of DERCs will be monitored by the state using an enhanced inventory reporting
procedure. Reporting for purpose of DERC use and for the annual emission inventory program must
be done on the same basis to address baseline accounting issues. Particular emphasis is placed on the
relationship of the creation and use of DERCs to determine if additional restrictions are needed to
assure that the use of DERCs does not jeopardize RFP. After issuance of each Trading Agreement
and Order the source using DERCs agrees to have sufficient approved DERCs in its possession at all
times to provide for operation for the current calendar month. At a minimum, any excess emissions
not on hand, prior to use by an individual source are corrected by requiring the source to retire the
number of DERCs that should have been on hand prior to use and an additional 100%. The
Commissioner has provided notice to air pollution control agencies of all adjacent states of this SIP

revision.
E. IMPLEMENTATION SCHEDULE

Once approved, DERCs created may be used for approved purposes for compliance with Section 22a-
174-22 of the Regulations through April 30, 2003.

F. ADMINISTRATIVE PROCEDURES

This action will be submitted to EPA for their review and approval as a revision to the SIP for air
quality, as required by the Clean Air Act. The authority to adopt this revision is granted by Section
22a-6 of the Connecticut General Statutes (CGS). Public notice has been provided as required in
CGS Sections 22a-6, 4-168 and 40 Code of Federal Regulations Part 51.102.

G. ENFORCEMENT MECHANISMS

Compliance is determined based upon emissions records, monitoring data, stack testing, DERC
ownership and use records and compliance with the Trading Agreement and Order. Conditions of the
DERC Trading Agreement and Order will be subject to enforcement procedures and penalties under
Sections 22a-174-12 and 22a-174-22 of the Regulations.

H. AUDIT AND RECONCILIATION




The State of Connecticut will monitor the effects of creation and subsequent use of DERCs by using
the reporting procedures required herein. A summary of the creation and use of DERCs will be
prepared each year along with an audit of each source, which is conducted every spring, and the
program’s overall performance is audited annually. Particular emphasis is placed on the relationship
of the creation and use of DERCs to determine if additional restrictions are needed to assure that the
use of DERCs does not jeopardize RFP. Tracking and monitoring of DERC use and creation will
allow timely changes, if necessary. A complete review-of the program has been undertaken and
extension of the program through April 30, 2003 is found to be desirable. Another program review
will be conducted before the program is extended beyond April 30, 2003.

PART 2. DESCRIPTION OF DERC CREATION AND/OR USE
By Trading Agreement and Order 8176 Modification No.1

. Administering Agency:
The State of Connecticut
Department of Environmental Protection
Bureau of Air Management

- Pollutant and Regulatory Standard Affected :
NOx, Section 22a-174-22 of the Regulations of Connecticut State Agencies

Source :
Wisvest-Comnecticut, LLC
New Haven Harbor Station
1 Waterfront Street

New Haven, Connecticut

. Designated Representative:
Name: Sally Kruse
Title: Environmental Operations Specialist
Tel:  203-974-5055

. Nonattainment Area Classification: Serious

. Summary of Compliance




Time Period: . April 19, 1999 - prior to May 1, 2003

Purpose: NOx Emission compliance for the boiler during start-up and generation of DERCs and
BERCs. | |
Estimate of Annual DERCS needed: Estimated 1-2 tons ozone and 1-2 non-ozone

DERC s generated: 453 tons of non-ozone DERCs and 521 tons of ozone budget source DERCs
(BERCs) from May 1999 to December 2000. 341 tons non-ozone and 187 tons ozone BERCs for

2001.

G. Decscription of Compliance

Wisvest is an exempt wholesale electric generating company with its principal place of
business in Shelton, Connecticut. On April 16, 1999 Wisvest purchased from The United
Nluminating Company and now owns and operates two fossil fuel-fired electric
generating stations within the state. One of the two fossil fuel-fired electric generating
stations within the state that Wisvest owns and operates is New Haven Harbor Station at
1 Waterfront Street in New Haven, Connecticut (facility). At the facility, Wisvest
operates New Haven Harbor Station Unit 1, Connecticut Permit 117-0031, a tangentially-
fired boiler, currently rated at 465 megawatts (boiler). The boiler has the dual capacity to
operate on fuel oil (No. 6 or No. 2) and/or natural gas. No. 2 fuel oil is used primarily as
a start-up fuel. A continuous emissions monitor (CEM), certified to 40 Code of Federal
Regulations Part 75, measures NOx emissions from the boiler. The boiler is generating
and using DERCs in accordance with Trading Agreement and Order 8176. The order is
being modified with respect to the generation and use of ozone season budget emission

reduction credits (BERCS).

The modification No. 1 to Trading Agreement and Order No. 8176 pertains to the ozone
season restrictions concerning generation and use.

Ozone Season Restrictions. The boiler is subject to Section 22a-174-22a of the Regulations
(NOx Budget Program) in 1999 and every year thereafter. The boiler may generate ozone
season BERCs to comply with Section 22a-174-22 of the Regulations. : 1) BERCs shall only
be generated by the boiler from May 1 through September 30 of a given year, 2) BERCs shall
only be used by other NOx Budget Program sources located in Connecticut, 3) BERCs shall
only be used to offset ozone season excess emissions, and shall not be used for compliance
during the non-ozone season; and 4) BERCs generated during a given year shall only be used
during the following ozone season, with the exception of BERCs generated during 1999,
which may be used in the 2001 ozone season. BERCs may be generated until May 1, 2003.
BERCs are subject to all DERC requirements set forth in the Trading Agreement and Order
except for those requirements pertaining solely to non-ozone season DERCs and as otherwise

may be provided.
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STATE OF CONNECTICUT

DEPARTMENT OF ENVIRONMENTAL PROTECTION

STATE OF CONNECTICUT - :
TRADING AGREEMENT AND

AND - ORDER NO. 8176
' MODIFICATION NO. 1

WISVEST-CONNECTICUT, LLC

TRADING AGREEMENT AND ORDER MODIFICATION

In the matter of a Trading Agreement and Order between the Commissioner of Environmental
Protection (“Commissioner”) and Wisvest-Connecticut, LLC (“Wisvest”).

WHEREAS, the Commissioner and Wisvest, having agreed to the terms and conditiens set
.forth in Trading Agreement and Order'No. 8176 i§sued on May 31, 2000, do now, by mutual
agreement, modify said Trading Agreement and Order as follows:

1. Delete paragraph C.1.c. and substitute the following therefor:

Qzone Season Restrictions. The boiler is subject to Section 22a-174-22a of the
Regulations (“NOx Budget Program”) in 1999 and every year thereafter. The boiler may

~ generate ozone season BERCs to comply with Section 22a-174-22 of the Regulations in
accordance with paragraph C.1.a. and the following conditions and restrictions: 1)
BERC:s shall only be generated by the boiler from May 1 through September 30 of a
given year, 2) BERCs shall only be used by other NOx Budget Program sources located
in Connecticut, 3) BERCs shall only be used to offset ozone season excess emissions, and
shall not be used for compliance during the non-ozone season; and 4) BERCs generated
during 2 given year shall only be used during the following ozone season, with the
exception of BERCs generated during 1999, which may be used in the 2001 ozone
season. For example, BERCs generated during the 1999 ozone season may be used
during the 2001 ozone season. However, BERCs generated during the 2000 ozone season
may only be used during the 2001 ozone season. BERCs may be generated until May 1,
2003. BERGC:s are subject to all ERC requirements set forth in this Trading Agreement
and Order except for those requirements pertaining solely to non-ozone season ERCs and
as otherwise may be provided.

All other terms and conditions of Trading Agreement and.Order no. 8176 issued by the
Commissioner acting under Chapter 446¢, Sections 22a-6, 22a-171, 22a-174, 22a-176, and 22a-
177 of the Connecticut General Statutes shall remain in effect.

Initials: QZ,“Q/,"
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WISVEST-CONNECTICUT, LLC - TRADING AGREEMENT AND ORDER

NO. 8176 MODIFICATION NO. 1

Wisvest-Connecticut, LLC hereby consents to the entry of this modification to the Trading
Agreement and Order without further notice.

' Wisvest- Connecucut L1C
/) Zq_
Signature: /—7 /

Type Name: Thomas D. Kirk

-Type Title: General Manager

Date: February 26, 2001
Entered as a rnod1ﬁcat10n of ag Order of the Commisst ‘
numbered 8176 this day of M;_ /4
Arthur J. Rocqut, ¥r. /
Commission

CITY OF NEW HAVEN
LAND RECORDS

MAILED CERTIFIED MAIL,
RETURN RECEIPT REQUESTED

Certified Document No. 1625 0370




PROPOSED REVISION
TO THE STATE IMPLEMENTATION PLAN
STATE OF CONNECTICUT
FOR SINGLE SOURCE COMPLIANCE WITH CONNECTICUT
EMISSION LIMITS ON OXIDES OF NITROGEN
Regulations of Connecticut State Agencies, Section 22a-174-22
THROUGH USE OF
DISCRETE EMISSION REDUCTION CREDITS (DERCs)

CONNECTICUT JET POWER LLC
Trading Agreement and Order No. 8180

August, 2002
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Connecticut Jet Power LLC

PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

The following criteria were developed using U. S. Environmental Protection Agency (EPA)'s
State Implementation Plan (SIP) Completeness criteria found in Appendix V to 40 Code of
Federal Regulations, Part 51, and using the requirements of the Economic Incentive Program
(EIP) Final Rule, 40 Code of Federal Regulations Part 51,493, published April 7, 1994, 59 FR
16690. : :

A. PROGRAM SCOPE

Part I of this narrative is generic for Connecticut's program. Part II of this narrative is specific to
the individual source involved and may be for one or more of the following: creation, use or
averaging of credits, including discrete emission reduction credits (DERCS) and allowances.

EPA has set forth its guidance for DERCs in Economic Incentive Program (EIP) guidance

designed to cover an entire range of market-based approaches for stationary and mobile sources,

one of which is emissions trading, including the creation of DERCs from NOx control and the

use of DERCs to meet NOx Reasonably Available Control Technology (RACT) requirements.

~ Creation of DERCs for use in compliance with the NOx RACT rules meets the criteria for such
programs set forth in the EIP rules. DERC creation is a type of emissions-limiting strategy, as

that term 1s used in EPA's EIP guidance.

The present scope of this program is to approve creation of specific discrete emission reductions
from a single source, and thereby define them retrospectively as DERCs for use or trading until
May 1, 2003 by sources for compliance with the Regulations of Connecticut State Agencies
(Regulations), Section 22a-174-22, regarding control of nitrogen oxides (NOx). Record keeping
and monitoring by the Department, as described below, will allow an accurate retrospective
assessment of the number of major sources creating and/or using NOx DERCs as a method of
compliance. The DERC creator and user must comply with all other applicable local, state and
federal laws and regulations.

B. STATEMENT OF GOALS AND RATIONALE

The goal of the emissions trade is to lower the cost of compliance with NOx control
requirements. The purpose of approving these emission reductions as DERCs is to encourage the
over control of emissions, below the lower of actual or allowable emissions, and to provide
affected sources the flexibility of an alternative mechanism for meeting environmental
requirements as envisioned by the Connecticut NOx RACT regulations (Section 22a-174-22 of

the Regulations).

An advantage of this mechanism is the incentive it provides sources of air contaminant emissions
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to reduce their emissions below the limits that are established under traditional command and
control regulatory programs. It also improves rule effectiveness by allowing for timelier rule
compliance because more options are available to the regulated source. DERC trading 1s intended
to benefit both the environment and the regulated entities and can achieve equal or better
environmental results at a lower cost than traditional regulatory approaches.

Creation or use of DERCs in compliance with Section 22a-174-22 of the Regulations will not
interfere with reasonable-further-progress (RFP) demonstrations filed with EPA by the State of
Connecticut. Indeed, the program should assist the DEP in advancing RFP. The DERC creator
and user of DERCs, will continue to report actual emissions. The state inventory will reflect
shutdowns or actual emissions as determined from an approved baseline of emissions indicated
in each Trading Agreement and Order. The DEP monitors the generation of DERCs and the
eventual use of DERCs and conducts a yearly audit report of the program.

DERCs produced by the above-described methodology are real, quantifiable, surplus, permanent
and enforceable, as required by EPA EIP guidance. Specifically, the reductions are:

Real because they result in a reduction of actual emissipns released into the air, net of any
consequential increase in actual emissions resulting from shifting demand. The emission
reductions are properly measured, recorded and reported.

o

Quantifiable because they are based on an appropriate reliable and replicable protocol, providing
the rate and total mass amount of reduction.

Surplus because they are not required by any Connecticut Statute or regulation mandated by a
current State Implementation Plan (SIP), and are not currently relied upon in any applicable
attainment plan, any reasonable further progress plan or milestone demonstration.

Permanent because the advanced control systems are in place and operating and an appropriate
tracking system is in place to monitor use of DERCs.

Enforceable because the DERCs are approved by the Commissioner retrospectively.

Creation and subsequent use of DERCs should be viewed as a program that operates within the
known constraints of RFP, the NOx rule, and other SIP requirements. Restrictions on the use of
DERCs will address concerns about RFP and attainment in a context of intertemporal trading.

Specifically, the Commissioner will require that:
The DERCs must be certified by the Department prior to use.

DERCs generated during non-ozone season months may not be used during the ozone
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season. Only the DERCs produced during ozone-season months of May through
September are available for use during the ozone season.

DERC:s are presently authorized only for the purpose of compliance with Section 22a-
174-22 of the Regulations for use before May 1, 2003.

Written permission must be obtained from the Commissioner before DERCs are utilized
by sources. Upon approval by the Commissioner, however, such DERCs may be used by
sources with valid Trading Agreement and Orders authorizing such use.

There is no effect on attainment because DERCs may presently not be used by sources beyond
the ozone attainment date of 2003. On an overall state basis, improved NOXx rule-effectiveness
will assure that any excess in the number of DERCs used as compared to those created during
any particular time period will not have a significant impact on projected reductions of NOx.
Careful tracking and monitoring of DERC generation and use will allow timely program
changes, as required.

Use of these DERCs will not jeopardize RFP since the state's NOx rule emission limits for the
source creating the DERCs are more stringent than EPA's NOx RACT guidance (57 FR 55620,
November 25, 1992) and, therefore, a reduction beyond that federally-required will be occurring.

A yearly audit and on-gding tracking and monitoring of DERC use and creation by the state will
allow for timely program changes if the use of DERCs exceeds their creation by a significant
amount. A full program assessment will be conducted and the program may be extended beyond

April 30, 2003,

The creation and use of DERCs improves the probability of the RFP demonstration as a result of
a combination of factors including seasonal shifting of NOx emissions from summer to winter, a
minimum ten (10) percent retirement of DERCs upon their creation to assure a benefit to the
environment and the inventorying of DERCs prior to use. There may be some environmental
benefit from removing NOx and other pollutants from the air at a time when emissions are at
higher levels and using them at a later time. Taken together, these benefits qualify as exceptional
under E]P requirements.

C. BASELINE

The program baseline is the Connecticut 1990 base year ozone emission inventory. This
inventory is the benchmark against which early emission reductions are measured by the state
and serve as the starting point from which to generate a projected inventory for the ozone season
used in the ozone attainment demonstration analysis. Finally, it is the basis for the evaluation of
potential control strategies to meet the Clean Air Act mandates to reduce emissions. For
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individual sources, the baseline will be the lower of actual or allowable emissions.

D. MONITORING, RECORD KEEPING AND REPORTING REQUIREMENTS

Subject sources will comply with the applicable provisions of Section 22a-174-22(k) of the
Regulations, Emissions Testing and Monitoring and Section 22a-174-22(1) of the Regulations,
Reporting and Record keeping. Records will be maintained for a minimum of five (5) years, and
will be made available during normal working hours for review by the Department upon request.

An accounting of the use of all DERCs created and approved by the Department will be provided
to the Commissioner no later than March 1 of every year for the preceding calendar year. This
reporting will be in a form prescribed by the Commissioner and will be used by the Department
to audit the program, to assure that DERCs are used only once, and to represent the DERCs and
their use in required EPA modeling, demonstration and reporting requirements.

The effects of the use of DERCs will be monitored by the state using an enhanced inventory
reporting procedure. Reporting for purpose of DERC use and for the annual emission inventory
program must be done on the same basis to address baseline accounting issues. Particular
emphasis is placed on the relationship of the creation and use of DERCs to determine if
additional restrictions are needed to assure that the use of DERCs does not jeopardize RFP.
After issuance of each Trading Agreement and Order the source using DERCs agrees to have
sufficient approved DERCs in its possession at all times to provide for operation for the current
calendar month. At a minimum, any excess emissions not on hand, prior to use by an individual
source are corrected by requiring the source to retire the number of DERCs that should have been
on hand prior to use and an additional 100%. The Commissioner has provided notice to air
pollution control agencies of all adjacent states of this SIP revision.

E. IMPLEMENTATION SCHEDULE

Once approved, DERCs created may be used for approved purposes for compliance with the
NOx rule through April 30, 2003. ‘

F. ADMINISTRATIVE PROCEDURES

This action will be submitted to EPA for their review and approval as a revision to the State
Implementation Plan (SIP) for air quality, as required by the Clean Air Act. The authority to
adopt this revision is granted by Section 22a-6 of the Connecticut General Statutes (CGS).
Public notice has been provided as required in CGS Sections 22a-6, 4-168 and 40 Code of

Federal Regulations Part 51.102.
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G. ENFORCEMENT MECHANISMS

Compliance is determined based upon emissions records, monitoring data, stack testing, DERC
ownership and use records and compliance with the trading agreement and order. Conditions of
the DERC Trading Agreement and Order will be subject to enforcement procedures and penalties
under Sections 22a-174-12 and 22a-174-22 of the Regulations.

H. AUDIT AND RECONCILIATION

The State of Connecticut will monitor the effects of creation and subsequent use of DERCs by
using the reporting procedures required herein. A summary of the creation and use of DERCs
will be prepared each year along with an audit of each source, which is conducted every spring,
and the program'’s overall performance is audited annually. Particular emphasis is placed on the
relationship of the creation and use of DERCs to determine if additional restrictions are needed
to assure that the use of DERCs does not jeopardize RFP. Tracking and monitoring of DERC
use and creation will allow timely changes, if necessary. A complete review of the program has
been-undertaken and extension of the program through April 30, 2003 is found to be desirable.
Another program review will be conducted before the program is extended.beyond April 30,
2003.




Connecticut Jet Power LLC .

PART 2. DESCRIPTION OF DERC CREATION & USE

A. Administering Agency:

The State of Connecticut
Department of Environmental Protection, Bureau of Air Management

. Pollutant and Regulatory Standard Affected:

NOx: Regulations of Connecticut State Agencies (R.C.S.A.) Section 22a-174-22.

. Source and Identifier:

- Connecticut Jet Power LLC  ( All units are Pratt and Whitney FT4A-9 Turbines)
Branford 10- Boston Post Road, Branford CT, 06405
Cos Cob 10,11,12- Sound Shore Drive, Geenwich CT, 06830
Franklin Drive 10- Franklin Drive, Torrington CT, 06790
Torrington 10- South Main Street, Torrington CT, 06790

. Designated Representative:
-Ms. Cynthia Karlic
Regional Manager

Telephone No. (860) 638-3170

CT Nonattainment Area Classification: Severe

Summary of Compliance:

Time Period:  December 15, 1999- May 1, 2003
Method: DERCs generated from NRG's generating stations will be used to offset

excess NOx emissions.

NOx RACT ernission limit: 75 ppm  (.289 Ib/MMBtu)
Full Load Emission Rate: (see table 1)

Monitoring: Estimate monthly fuel use and acquire credits prior to use.

Record actual monthly fuel consumption and DERC use.
Stack test at least every five years: average of three hour.

Annual DERCs needed: Estimated 120 tons/year
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Table 1
CJP — NOx EMISSION RATES AND RACT LIMITS (Ibs/MMBtu)

Peaking Unit | FUEL | FLER NOx RACT | Stack Stack Test Date of
(ibssyMMBtu) | Rate Test Rate | Rate Stack Test
(Ibs/MMBtu) | (ppmvd) | (Ibs/MMBtu)

Branford 10 other 187.2 0.72 10/16/96
oil 0.79 0.289

Cos Cob 10 other 174.6 0.67 10/31/96
oil 0.74 0.289 '

Cos Cob 11 other 160.0 0.61 10/30/96
oil 0.67 0.289

Cos Cob 12 other 189.4 0.73 10/29/96
oil 0.80 0.289 :

Franklin Drive | other 158.2 0.741 05/15/96
10 oil 0.68 0.289

Torrington other 192.9 0.765 05/15/96
Terminal 10 oil 0.83 0.289

G. Description of Compliance:

Connecticut Jet Power LLC ("CJP") is an exempt wholesale electric generating company with its
principal place of business in Sewickley, Pennsylvania. On December 15, 1999 CJP purchased
from The Connecticut Light and Power Company ("CL&P") the six peaking unifs identified in
table 1. All the peaking units are Pratt and Whitney FT4A-9 turbine generators. The peaking
units are subject to the requirements of Sections 22a-174-22 (Reasonably Available Control of
nitrogen oxide emissions) and 22a-174-22a and 22b (NOx Budget Program). After May 31, 1995
the peaking units are required to achieve a NOx emission limit of 75 ppmvd (289 Ibs/MMBtu),
averaged over 3 hours. Official U.S. Environmental Protection Agency (“EPA”) Reference
Method 7E stack testing performed on the dates indicated in Table 1, resulted in NOx emission
rates set forth in Table 1. In order to achieve compliance, CJP proposes to acquire emission
reduction credits for the amount of NOx emissions that exceed the standards between December
15, 1999 and May 1, 2003 or until it achieves compliance through NOx controls or other
approved means. Pursuant to Section 22a-174-22(j) of the Regulations, CJP proposes to acquire
sufficient quantities of approved DERCs in advance of each month to offset excess NOx
emissions on a monthly basis from the peaking units in accordance with the protocol of the
Department’s “Credit Trading for Sources with Irregular NOx Emissions”, dated November 5,
1997. :

In accordance with Section 22a-174-22(j) of the Regulations, CJP proposes to use DERCs for
compliance when operating the peaking units. Each month, the quantity of DERCs required to
offset the excess emissions generated during that month by the peaking units above the RACT
limit will be determined. DERCs previously purchased and/or acquired and on-hand will be used
to offset any remaining balance of excess emissions (debits) for that month. Design margins will
be applied to the RACT emission rate for the peaking units to ensure an environmental benefit.
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On December 15, 1999, CJP initially acquired from The Connecticut Light and Power Company,
sufficient approved ozone season DERCs and non-ozone season DERCs to offset excess NOx
emissions. CJP will use (retire) approximately 120 tons of DERCs to offset excess emissions
annually. The DERCs will be used thereafter in accordance with the requirements in this SIP
and attached Trading Agreement and Order No. 8180. Additional DERCs will be purchased or
acquired as needed prior to use based on anticipated future fuel use through May 1, 2003. The
number of DERCs initially acquired were calculated based on the estimated fuel usage for the

peaking units and the FLERSs listed in Table 1.

The NOx emission test rate was determined during the official testing program (approved stack
testing) conducted on October 25, 1996. The FLERSs, as shown in Table 1, are used to calculate
actual emissions for the peaking units and is an enforceable limit for the peaking units. Prior to
May 1, 2003, CJP will comply during operation of the peaking units with the FLERs, the 5

percent design margin and the NOx emission limit shown in Table I of Trading Agreement and

Order No. 8180.

Starting December 15, 1999 and no later than the tenth day of each month, beginning the month
after execution of Trading Agreement and Order No. 8180, CJP wili calculate actual DERCs
used in the preceding calendar month, in accordance with Trading Agreement and Order No.

8180.

CJP shall calculate the actual DERCs required for the calender month for the peaking units and
fuel used in excess of the RACT limit, based on the following calculations (described also in
Exhibit 1 of Trading Agreement and Order No. 8180):

At all times {mass calculation):

ERCs (in tons) = [((FLER in Ibs/MMBtu) - (0.95 x NOx RACT in IbssyMMBtu)) x
{actual fuel use in MMBtu)] + 2000 pounds/ton

During the ozone season only (peak day calculation):

the maximum actual excess NOx emissions (in 1bs) on any of the days projected by
the Commissioner to be “moderate to unhealthful,” “unhealthful,” or “very
unhealthful,” divided by 3 and then divided by 13 (with the result in tons):

ERCs (in tons) = [(Maximum excess NOx in Ibs) + 3] = [13 Ibs/day/ton]

Where:

FLER = full load emission rate presented in Table 1;
RACT rate = RACT rate presented in Table 1;

Discount = 5% design margin applied to the RACT rate.
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As described in Exhibit 1 of Trading Agreement and Order No. 8180, to the extent that DERCs
used to offset on a peak day basis during the ozone season exceed the total mass excess
emissions, remaining DERCs may be used in the non-ozone season in the same or subsequent
years until May 1, 2003. However, non-ozone season DERCs may only be used during the non-
ozone season until May 1, 2003,

H. SOURCE OF DERCS

On December 15, 1999, CJP initially acquired approved ozone season DERCs and non-ozone
season DERCs from The Connecticut Light and Power Company, approved by the Department
on Apnl 29, 1999 and other dates in 1999.

CJP may use or consume fewer DERCs than it intends to purchase because of a lower operating
rate or upon early establishment of controls or other emission limitation strategies which result in
attainment of NOx limitations applicable to the emitting peaking unit. Such residual DERCs
may not be used for any purpose other than that described in Trading Agreement and Order No.
8180, contained in Exhibit 3, without the written approval of the Commissioner.

Pursuant to the intent of Section 22a-174-22a(f)(4) of the Regulations, CJP may use allowances
acquired pursuant to the provisions of Section 22a-174-22a of the Regulations to comply with
subsection (e) of Section 22a-174-22 of the Regulations pursuant to the provisions of subsection
() of Section 22a-174-22 of the Regulations as long as CJP remains an owner or operator of a
budget source, for purposes of this Trading Agreement and Order. Any allowance used for
compliance with subsection (e) of Section 22a-174-22 of the Regulations shall be subject to all
restrictions and/or requirements applicable to DERCs contained in this Trading Agreement and
Order and/or Section 22a-174-22a of the Regulations.

CJP may acquire additional approved DERCs at any time prior to the need to use such DERCs.
CIP will at all times maintain a balance of approved DERCs sufficient to allow operation for the
current month. If, upon audit or inspection, CJP fails to demonstrate possession of an adequate
amount of DERCs to cover the current month, it will be subject to violation as prescribed in
Sections 22a-174-12 and 22a-174-22 of the Regulations.




: STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

In the matter of
Trading Agreement

The State of Connecticut and Order No. 8180

and

Connecticut Jet Power LLC

Whereas, the Commissioner of Environmental Protection ("Commissioner")
and Connecticut Jet Power LLC ("CJP") agree that it is in the_gubl;c i
interest that they work coogeratively to improve the air quality within
the State of Connecticut and that the use of emission reduction credit
("ERC”) trading to reduce nitrogen oxide (“NOx”) emissions will achieve
this result in a timely and cost-effective manner:

A, At the request and with the agreement of CJP, the Commissioner
finds the following: '
1. CJP is an exempt wholesale electric generating company with

its principal place of business in_ Sewickley, "Pennsylvania. On
or before December 31; 1999 CJP will purchase from The
Connecticut Light and Power Comgany and then own six (58)
pieces_of fuel-burning gqulgmen (*peaking units”) _ identified
in Table 1 of this Trading Agreement and Order. All of these
peaking units are combustion” turbines. ’

2. On_or before December 31, 1999 NRG Middletown Operations Inc.
will operate the six peaklng units identified in Table 1 of
this Trading Agreement and Order at CJP’'s facilities.

3. Official U.S. Environmental Protection Agency (“EPA“)
Reference Method 7E stack testing Eerformed.on the dates
indicated in Table 1, resulted in NOx emission rates set forth
in Table 1.
Table 1
CJP - NOx EMISSION RATES AND RACT LIMITS {lbs/MMBtu)
Peaking Unit FUEL FLER NOx RACT Stack Stack Test Dafe of
{lbs/MMBtu)} Rate Test Rate Stack Test
(1bs/MMBEtu) Rate {1bs/MMBtu)
‘ {ppmvd)
Branford 10 og?%r 0.79 . 0.289 187.2 0.72 10/16/9?
Cos Cob 10 ogE%r 0.74 0.289 174.6 0.67 10/31/56
Cos Cob 11 og?ir 0.67 ' 0.289 160.0 0.61 10/30/96
Cos Cob 12 oggl%r 0.80 0.289 189.4 0.73 10/29/96_
Franklin other i58.2 0.82 - 05/15/96
Drive 10 oil 0.68 0.285
Torrington other : 192.9% 0.75 05/15/56
| Terminal 10 oil 0.83 0.282 :
4. The emission rates for the peakingzunits and fuel specified in

Table 1 are in exc??&u%%msﬁgﬁhSQMmr?—%74_22’ Table 2—2, of the
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Connecticut Jet Power LLC Trading Agreement
and Order No. 8180

Regulations Of_ Connecticut State Agencies {(*Regulations”}, NOx
emission rate limits (Reasonably AvVailable Control Technology

*RACT") .

Pursuant to Section 22a-174-22(b) of the Regulations, all of the
Eeaklng units are subject to Sections 22a-1 4-22{(d} through (k) of
he Regulations, pertaining to the control of NOx emissions.

In accordance with Section 22a-174-22(j) of the Regulations, CJP
proposes that for all peaking units identified in Table 1, CJP
shall use ERC trading when burning sother oil”, as that term is
defined in Section 22a-174-22 of the Regulations.

pursuant to the Department of Environmental Protection’s “Credit
Trading for Sources with Irreqular NOx Emissions” policy, with a
revised date of November 5, 1997, attached hereto and incorporated
bK reference into this Trading Agreement and Order as Exhibit 1,
these peaking units have peak daily NOx emissions greater than
three times the average daily emissions during the ozone season
and are therefore considered sources with irregular NOx emissions.

Based on DEP approved stack test data, it has been determined that
all of the peaking units’ emissions will not meet the applicable
requirements of RACT contained in Section 22a-174-22 of the
Regulations. CJ?P proposes to use Full Load Emission Rates
(“FLERs”) identified in Table 1 for the purposes of calculating

ERCs required.
CJP intends to continue acquiring approved ERCs as needed.

Approved ERCs are defined for the ggrgose of this Trading
Agreement and Order as those for which the Commissioner has
grov1ded written authorization for use in compliance with Section

2a-174-22 of the Regulations.

The Commissioner, in accordance with the provisions of this Trading
Agreement and Order, and pursuant to Section 22a-174-22 (1) of the
Régulations hereby allows CJP to comply with Section 22a-174-22 of the
Regulations through use of ERC trading referenced in Section A, herein,
to achieve the niftrogen oxide emission reduction required by Section
7%a-174-22(4) (2} of The Regulations.

With the agreement of CJP, the Commissioner, acting under Connecticut
General Statutes Sections 22a-6, 22a-171, 22a-174, 22a-176, and 22a-177,

orders CJP as follows:

1. Upon issuance of this TradinE;Agreement_and Order CJP shall comply
%ugﬁnglopgration of each peaking unit with the FLERs ghown 1in
Table above.

On and after the date which CJP purchases the geaking units
identified in Table 1 of this Trading Agreemen and Order,

shall have in its possession sufficient approved ERCs to meet .
applicable RACT requirements and the requirements of this Trading

Agreement and Order. )

On and after the date which CJP purchases the peaking units
identified in Table 1 of this Tradlng Agreement and COrder, CJP
shall, on a dallg basis, document an record the amounts of all
fuel used by each peaking unit each dag and the number of ERCs
used for the ozone season (from May 1 through September 30 of each
year) and non-ozone season (the remainder o the year

On and after the date which CJP purchases the geaking units

identified in Table 1 of this Trading Agreemen and Order,

pursiant to Section 22a-174-22(j) of the Regulations, CJ2 shall
acquire from The Connecticut Light and Power Compan¥.suff1c1ent
approved non-ozone season ERCs in order to meet ap icable RACT
6eguirements-and the requirements of this Trading greement and
T

er for the operation of the six peaking units identified in
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Table 1 of this Trading Agreement and Order during the month of
December, 195%%.

Except as provided in paragraph C.4. of this Trading Agreement and
Order, on and after the dafe which CJP purchases the p2aking units
identified in Table 1 of this Trading Agreement and Order,
pursuant to Section 22a-174-22(j) of the Regulations, CJP shall
acquire from The Connecticut Light and Power Company sufficient
approved ozone season and non-ozone season ERCs in order to meet
applicable RACT requirements and the reguirements of this Trading
Agreement and Order for the following month’s operation.

In accordance with Exhibit 1 of this Trading Agreement and Order,
ozone season ERCs for use during the ozone Seascn shall be
purchased by CJP prior to the beginning of the ozone season.

On and after the date which CJP purchases the Eeaking units
identified in Table 1 of this Trading Agreement and Order, CJP

shall maintain and provide the records Fequired by para%raph C.3.
of this Trading Agreement and Order in accordance with Ehe
following -and Section 22a-174-4 of the Regulations, and shall:

a. Have in its possessiocn sufficient approved ERCs for the,
current dag¢ based on the following calculations (described
also in Exhibit 1);

At zll times {(mass calculation):

ERCs (in tons) = [((FLER in lbs/MMBtu) - {0.95 x NOx RACT in
1bs/MMBtu)) x (actual fuel use in 1lbs/MMBtu)] + 2000
pounds/ton

During the ozone season only (peak day calculation):

the maximum actual excess NOx emissions (in 1lbs) on any of
the days projected by the Commissioner to be “moderate’ to
unhealthful,” “unhealthful,” or “very unhealthful,” divided
by 3 and then divided by 13 (with the result in tons}:

ERCs {in tons) = [{Maximum excess NOx in.lbs) + 3] =+ [13
lbs/day/ton] ;

At a minimum,_adéust upwards by 100% the ERCs required if
ERCs are not in CJP’s possession prior to use;

As described in Exhibit 1 of this Trading Agreement and
Order, to the extent that ERCs used to offsét on a peak day
bagis during the ozone season exceed the total mass excess
emissions, remaining ERCs may be used in the non-ozone season
in the same or subseguent years until May 1, 2003;

Document and record daily fuel use, excess NOx emissions and,
during the ozone season, the ozone classification as
forecasted by the Commissioner on the previous day;

No later than March 1, 2000, 2001, 2002, 2003 and 2004,
include with its annual emissions report to the Commissioner,
ERCs used (c¢alculated as described in section C.7.a. above),
by ozone and non-ozone seasons, for the previous calendar

year;

Retain the records and supporting documentation as described
in this section for a minimum of five years, commencing on
the date such records are created;

Maintain documentation to attest to the fact that ERCs used
during the ozone season were generated during the ozone
season. The ozone season is from Magll_thrqugh September 20
in any calendar year. Generator certification of this fact
shalli be sufficient; and
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Provide the records specified above to the Commissioner
within thirty (30) days of receipt of a written reguest from
the Commissioner.

Pursuant teo the intent of Section 22a-174-22a(f) (4) of the
Regulations, CJP may, for a budget source, use allowances acquired
gursuanp to the provisions of Section 22a-174-22a of the
Regulations to comply with subsection (e) of Section 22a-174-22 of
thé Regulations pursuant to the provisions of subsection (j) of
Section 22a-174-22 of the Regulations as long as CJP remains an
owner of that budget scurce, for purposes of this Trading
‘Agreement and Order. Any allowance used for compliance with
subsection (e} of Section 22a-174-22 of the Regulations shall be
subject to all restricticns and/or reguirements applicable to ERCs
contained in this Trading Agreement and Order and/or Section 22a-

174-22a of the Regulations.

The terms_ and conditions established by this Trading Agreement and
Order shall become effective on the date CJP purchaSes all peaking
units identified in Table 1 of this Trading Agreement and Order,
and upon issuance of this Trading Agreement and Order.

No later than Mag 1, 2003, CJP shall comply with the requirements
of Section 22a-174-22(4d)(2) of the Regulatlons. However, after
full program review of this and other Trading Agreements and
Orders and, if determined to be appropriate, thé Commissioner may
grant a written extension of this” Trading Agreement and Order.

Definitions. As used in this order, "Commissioner" means the
Commissicner of Environmental Protection or an agent of the
Commissioner. “Other o0il” means a fuel that is ITiquid at standard
conditions and is not residual oil. “Residual 0il” means any_ fuel
0il of No. 4, No. 5, or No. 6 grades, as defined by Commercial
Standard C.S5. 12-48. "Ozone season" means the period from May 1

through Segtember 30 in any given calendar year. ‘“Issuance” means

the date this Trading Agreema&nt_and Order 15 deposited in the U.S.
Mail or the date it is personally delivered, whichever is earlier.

Notification of noncompliance. In the event that CJP becomes
aware that it did not or may not comply, or did not or may not
comply on time, with any requirement of this Trading_ Agreement and
Order or of ang document required hereunder, CJP shall bg
telephone immediately notify the Bureau of Air Management and

shall take all reasonable steps to emsure that any noncompliance
or delay is avoided or, if unavoidable, is minimized to the
greatgs_'extgnt_posszbie. CJP shall also notify the Commissioner
in writing within ten days of becoming aware of the noncompliance
or potential noncompliance stating the date, time, and duration of
the noncompliance, the reasons for the noncompliance or delay and
all activities which CJ? and its agents, employees and
representatives took to avoid or répair the results of the
noncompliance and prevent the noncompliance, and propose, for the
review and written approval of the Commissioner, dates bg which
compliance will be achieved, CJP shall comply with any dates
which may be approved in writing by the Commissioner.

Neotificaticen by CJP shall not excuse noncompliance or delay, and
the Commissicner's_approval of any compliance dates proposed shall
not excuse noncompliance or delay unless specifically so stated by
the Commissioner in wrltlng. Nothing herein shall negate CJP’s
obligation to complg with Section 22a-174-7 of the Regulations.

To the extent that the provisions of Section 22a-174-7 are
inconsistent with the provisions of this Tradlng Agreement and
Order, the more stringent of the provisions in the Trading
Agreement and Order or Section 22a-174-7 shall control.

Certification of documents. Any document, including but not
limited to any notice, which is reguired to be submitted to the
Commissioner under this_ Trading Agreement and Order shall be
signed by the responsible corpdrate officer of CJP or a duly
authorized representative of such officer, as those terms are
defined in Section 22a-430-3(b){2) of the Regulations, and by the
individual or individuals responsible for actually preparlng such
document, each of whom shall examine and be familiar with the
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information submitted in the document and all attachments thereto,
and shall make inquirglof thoge individuals responsible for
obtaining the information to determine that the information is
true, accurate, and complete, and each of whom shall certify in

writing as follows:

"I have gersonally examined and am familiar with the information
submitted in this” document and all attachments thereto, and I
certify that based on reasonable investigation, 1ncludlng my
inquiry of those individuals responsible” for obtaining the
inrormation, the submitted information is true, accurate and
complete to the best of my knowledge and belief, "I understand
that any false statement made in the submitted information may be
unishable as a criminal offense under Section 22a-175 of the
onnecticut General Statutes or, in accordance with Section 22a-§
of the Connecticut General Statutes, under Section 53a-157b of the
Connecticut General Statutes, and in accordance with any other

applicable statute. "

Final Agreement and Order. This Trading Agreement and Order is
the final agreement and order by and between the Commissioner and
CJP with resgect to the matters” addressed herein, and shall not be
out the written agreement of both parties.

modified wit

False statements. Any false statement in any information
submitted pursuant to this Trading Agreement and Order may be
Eunlshable as a criminal offense undér Section 22a-175 of the

onnecticut General Statutes or, in accordance with Section 22a-6,
under Section 53a-157b of the Connecticut General Statutes.

Notice of transferg liability of CJP and others. Until CJP has
complied with this Trading Agreement and Order, CJP shall
ner 1n writing no later than fifteen {15) days

u
noti%y the Commissio .

after transferring all or ang portion of the facility, the
operations, the site or the business which are the subject of this
Trading Agreement and Order, or obtaining a new mailing or
location address. Any license transfer shall be conducted in
accordance with Section 22a-6o of the Connecticut General
Statutes. CJP’'s ob11§atlons under this Trading Agreement and
Order shall not be affected by the passage of title to any
property to any other person or municipality.

Commissioner's powers. Nothing in this Trading Agreement and
Order shall affect the Commissioner's authority to institute any
proceeding or take any other action to prevent or abate violations
of law, prevent or abate pollution, recover cogts_and natural
resource damages, and to impose penalties for viclations of law
which are wil fui_Qr|cr1m1nally_negligent_or for which penalties
have not been.spec1f1ca11¥.p;ov1de in this Trading Agreement and
Order, including but not limited to violations of any permit
issued by the COmmissioner. If at any time the Commlssioner
determines that the actions taken by %JP pursuant to this Trading
Agreement and Order have not fully achieved compliance with
Section 22a-174-22 of the Regulations, the Commissioner may
institute any proceeding against CJP and/or require CJP to
undertake further investigation or further action.

QJP's oblications under law. Nothing in this Trading Agreement

and Order sha relieve CJP of other obligations undér applicable
federal, state and leccal law.

Access to records and facilitv. Any representative of the
Department of Environmental Protection mag enter and inspect the
facility and 1ns€ect and copy records within normal business hours
without prior notice for the purposes of monitoring and enforcing

Shg actions required or allowed by this Trading Agreement and
rder.

No effect op rights of other persons. This Trading Agreement and

Orcer shall neither create nor affect ang rights of pérsons who or

8uglc1pa11t1es which are not parties to this Trading Agreement and
rder.

i oy o e
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No Creation of Property Rights. ~This Trading Agreement and Order
does not create any property rights with respeci to these ERCs.

Notice to Commissioner of changes. Within fifteen (15) days of
the date CJP becomes aware of a change in ang_lnformation
submitted to the Commissioner under this Trading Agreement and
Order, or that_any such information was inaccurate or mlsleadin%
or that any relevant information was omitted, CJP shall submit Ehe
correct or omitted information to the Commissioner.

Submission of documents.  Any document required to be submitted to
the Commissioner under this Trading Agreement and Order ghall,
unless otherwise specified in writing by the Commissioner, be
directed to: :

Mr. David Jawin .
Department of Envirommental Prectection
Bureau of Air Management . L
Compliance and Field Operations Division
Emissions and Credit Trading Section

75 Elm Street _

Hartford, Connecticut 06106

Y
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CJP consents to the issuance of this Trading Agreement and Order without
further notice. The undersigned certifies that he/she is fully authorized to
enter into this Trading Agreement and Order and to legally bind CJP to the
terms and conditions of the Trading Agreement and Order.

Connecticut Jet Power LLC

Signature: ¢E§Qﬁét%&%;ﬁﬁAkAzgéii;__m

Type Name: Robert S. Evans I1I
‘ Executive Director, Environmental Services
Type Title: NRG _Energy, Inc,

Date: 12/29/99

Issued as a final consent order of the Commissioner of

) a’“'—-
Environmental Protaction on M /z’

“Arthur J.
Commissio;

TOWNS/CITIES OF Branford, Greenwich
and Torrington
LAND RECOCRDS

MAILED CERTIFIED MAIL,
RETURN RECETIPT REQUESTED

Certified Document
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

REVISED 11/5/97 ,
Credit Trading for Sources with Irregular NOx Emissions

The following outlines the Department's concerns and methodology for dealing with NOx
compliance pursuant to §22a-174-22(j), Regulations of Connecticut State Agencies
("Regulations"), emission trading for “peakers” and other sources that have peak emissions that
are substantially higher than their average daily emissions. For purposes of this protocol,
peaking units are defined as sources with peak daily NOx emissions greater than three times their
average daily emissions during the ozone season.

The basic concept of the trading program is that sources with excess NOx emissions (a rate that
exceeds the rate limits in the Regulations) may obtain NOx emission reduction credits (“ERCs")
from sources that have “over-controlled” their NOx emissions. Although typical sources can
obtain credits on a mass basis (one ton of ERCs to offset one ton of excess emissions) with an
acceptable environmental outcome, sources with large variations in emissions from day to day
pose an additional problem for ozone attainment planning,

The most common peaking units or “peakers” are electricity generating units that run during
times of high electricity consumption. Electricity demand is often the highest during hot, humid
days of the summer when the potential for ozone formation is also hi gh. Peakers frequently have
high emission rates. To the extent that these units produce emissions at exactly the time when
emissions need {o be reduced to limit ozone formation, allowing peakers to continue to comply
with new rate limits through the use of ERCs on a ton-for-ton basis will exacerbate this effect.
On the other hand, if it can be demonstrated that the ERCs being used by peakers were generated
on a comparable basis (i.e., during days of high ozone potential), then ton-for-ton use by peakers
would be appropriate.

The full impact of the NOx emissions from these types of facilities during summer operation
must consider temporal variability as well as mass of excess emissions. Any ERC trade must
consider equivalency to the NOx reductions that control equipment would produce on an ozone
day on both a temporal and a mass basis. The protocol below places appropriate requirements
on peaking units to reflect the greater impact of NOX emitted under this type of usage pattern.
Attachment 1 provides a detailed example of this issue.

NOx Emissions Reduction Credit Use Computation For Peakers

° Peaking units are only considered to be a temporal issue for the ozone season months.

L All excess NOx emissions during the winter (non-ozone season) need only be offset by
ERCs on a mass basis.
Prior to each ozone season there will be a prospective calculation to determine how many
tons of ERCs must be “on hand” during the ozone season. A retrospective calculation
will determine how many ERCs were actually “used” during the ozone season.

( Printed on Recycled Paper)
79 Elm Street '* Hartford, CT 06106 - 5127
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For ERC use during the ozone season:

1. Prospective calculation determines the number of ERCs that must be provided for the
ozone season. (Beginning in 1996, the ERCs must be in place no later than May 1.)

ERCs required for the ozone season shall be calculated based on: (a) a mass basis (total
anticipated excess NOx emissions over the ozone season) and (b) a peak-day basis
(maximum excess emissions for any day during the ozone season). Sources will be
required to provide credits equal to the greater of the amount calculated on a mass or
peak-day basis. The timing of actual credit prOVISIOI‘l will be governed by the terms of the
specific trading order issued for that source.

(a) Mass basis: ERCs required will be equal to the total number of tons of anticipated
excess NOx emissions over the entire ozone season, calculated in the same
manner used for other sources using ERCs (i.e., including any discounts).

Peak (daily rate) basis: ERCs (in tons) required will be calculated by dividing
one-third of the maximum daily excess emissions* (in pounds) by 13
pounds/day/ton:

ERCs required (tons) = [(Maximum Estimated Excess NOx in lbs.) + 3] = 13 Ibs./day/ton]

*Where maximum daily excess NOx emissions are the difference between the
maximum estimated hours of operation per day at the full-load-emission-rate and
95% of the allowable NOx emissions under Section 22a-174-22(e) of the

Regulations.

Retrospective calculation will determine the actual credit use and the ERC surplus, if any.
At the end of the ozone season, the calculations required in item 1 above wili be repeated
using (a) the actual total excess emissions for the ozone season, and (b) the maximum
actual excess NOx emissions on any of the days projected by the Commissioner to be
“moderate to unhealthful”, “unhealthful”, or “very unhealthful”. The actual “ERCs
required" will be the greater of the ERCs calculated on the basis of total mass or
maximum (peak) day. To the extent that the number of ERCs used to offset peak day
emissions exceed the total mass of excess NOx emissions for the ozone season, the
remaining mass value of such ERCs may be carried forward for use in the winter (non-
ozone season). Any unused ERCs may be carried forward until May 1, 1999, except as
may be limited by the trading agreement and order, or by regulation.




Exhibit 1
ERC Calculation for Peaking Units

Unless it can be demonstrated otherwise, ERCs are assumed to be created by relatively small
daily reductions in NOx emissions over the course of an entire ozone season (153 days). The
average daily NOx emissions reduction represented by one ton of credit is 13 pounds/day
calculated as follows:

(1 ton) x (2000 pounds/ton) + 153 days = 13 pounds/day/ton
Thus, an ERC (ton) would be equivalent to a reduction in NOx emissions of 13 pounds/day.

EXAMPLE. If a “peaking” source were to emit one ton of excess NOx per day when operating,
but only operates for five days during the ozone season, the owner/operator of the source would
nominally need to obtain five tons of ERCs. However, those ERCs are likely to have been
created by relatively small daily reductions in NOx emissions over the course of an entire ozone -
season (153 days). In this example, assuming a purchase of five tons of ERCs, that calculates out

to a daily NOx reduction of approximately 65 pounds.

(5 tons x 2000 pounds/ton) + 153 days = 65 pounds/day

Clearly, on any day that the “peaking” unit operates, there is much more excess NOx emissions
that will not have been offset, on the order of 1,935 pounds:

(1 ton x 2000 pounds/ton) - ( 65 pounds credit) = 1,935 pounds excess NOx emissions

While the total amount of NOx emitted would be controlled on a seasonal average basis, on the
“peaking” day there would be a potentially significant increase in NOx emitted, and thus an
increase in potential ozone creation. In order to achieve a commensurate reduction in ozone
creation potential for peakers, an adjustment in the calculation of required ERCs is needed. One
approach would be to require ERCs in a quantity that would efisure-that the daily average
reduction represented by those ERCs woult-equal. the maximam daily exc2ss-NOx emissions
from the peaking source on any day that it ran. On this B2sis] a peaking source with amaximum

24-hour excess NOx emission of one ton would be required topurchase 153 tons of ERCs. . B
) .
1 (ton)/day X 153 days/season = 153 ton:\___\
Sl

This 153 tons of ERCs would be adequate to “offset” excess emissions of one ton per day for as
many days as the source operated during a particular ozone season. This has been deemed to be
unduly stringent, given some diversity in operation of these sources. In li ght of the foregoing,
this requirement is adjusted downward by two-thirds.
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PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

The following criteria were developed using U. S. Environmental Protection Agency (EPA)'s
State Implementation Plan (SIP) Completeness criteria found in Appendix V to 40 Code of
Federal Regulations, Part 51, and using the requirements of the Economic Incentive Program
(EIP) Final Rule, 40 Code of Federal Regulations Part 51.493, published April 7, 1994, 59 FR

16690.

A. PROGRAM SCOPE

Part I of this narrative is generic for Corneciicut's program. Part II of this narrative is specific to
the individual source involved and may be for one or more of the following: creation, use or
averaging of credits, including discrete emission reduction credits (DERCS) and allowances.

EPA has set forth its guidance for DERCs in Economic Iricentive Program (EIP) guidance
designed to cover an entire range of market-based approaches for stationary and mobile sources,
one of which is emissions trading, including the creation of DERCs from NOx control and the
use of DERCs to meet NOx Reasonably Available Control Technology (RACT) requirements.
Creation of DERCs for use in compliance with the NOx RACT rules meets the criteria for such
programs set forth in the EIP rules. DERC creation is a type of emissions-limiting strategy, as
that term is used in EPA's EIP guidance.

The present scope of this program is to approve creation of specific discrete emission reductions
from a single source, and thereby define them retrospectively as DERCs for use or trading until
May 1, 2003 by sources for compliance with the Regulations of Connecticut State Agencies
(Regulations), Section 22a-174-22, regarding control of nitrogen oxides (NOx). Record keeping
and monitoring by the Department, as described below, will allow an accurate retrospective
assessment of the number of major sources creating and/or using NOx DERCs as a method of
compliance. The DERC creator and user must comply with all cther applicable local, state and
federal laws and regulations.

B. STATEMENT OF GOALS AND RATIONALE

The goal of the emissions trade is to lower the cost of compliance with NOx control
requirements. The purpose of approving these emission reductions as DERCs is to encourage the
over control of emissions, below the lower of actual or allowable emissions, and to provide
affected sources the flexibility of an alternative mechanism for meeting environmental
requirements as envisioned by the Connecticut NOx RACT regulations (Section 22a-174-22 of
the Regulations).

An advantage of this mechanism is the incentive it provides sources of air contaminant emissions
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to reduce their emissions below the limits that are established under traditional command and
control regulatory programs. It also improves rule effectiveness by allowing for timelier rule
compliance because more options are available to the regulated source. DERC trading 1s intended
to benefit both the environment and the regulated entities and can achjeve equal or better
environmental results at a lower cost than traditional regulatory approaches.

Creation or use of DERCs in compliance with Section 22a-174-22 of the Regulations will not
interfere with reasonable-further-progress (RFP) demonstrations filed with EPA by the State of
Connecticut. Indeed, the program should assist the DEP in advancing RFP. The DERC creator
and user of DERCs, will continue to report actual emissions. The state inventory will reflect
shutdowns or actual emissions as determined from an approved baseline of emissions indicated
in each Trading Agreement and Order. The DEP monitors the generation of DERCs and the
eventual use of DERCs and conducts a yearly audit report of the program.

DERCs produced by the above-described methodology are real, quantifiable, surplus, permanent
and enforceable, as required by EPA EIP guidance. Specifically, the reductions are:

Real because they result in a reduction of actual emissions released into the air, net of any
consequential increase in actual emissions resulting from shifting demand. The emission
reductions are properly measured, recorded and reported.

Quantifiable because they are based on an appropriate reliable and replicable protocol, providing
the rate and total mass amount of reduction.

Surplus because they are not required by any Connecticut Statute or regulation mandated by a
current State Implementation Plan (SIP), and are not currently relied upon in any applicable
attainment plan, any reasonable further progress plan or milestone demonstration.

Permanent because the advanced control systems are in place and operating and an appropriate
tracking system is in place to monitor use of DERCs.

Enforceable because the DERCs are approved by the Commissioner retrospectively.

Creation and subsequent use of DERCs should be viewed as a program that operates within the
known constraints of RFP, the NOx rule, and other SIP requirements. Restrictions on the use of
DERCs will address concems about REP and attaimment in a context of mtertemporal trading.
Specifically, the Commissioner will require that:

The DERCs must be certified by the Department prior to use.

DERCs generated during non-ozone season months may not be used during the ozone
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season. Only the DERCs produced during ozone-season months of May through
September are available for use during the ozone season.

DERGC:s are presently authorized only for the purpose of compliance with Section 22a-
174-22 of the Regulations for use before May 1, 2003.

Written permission must be obtained from the Commissioner before DERCs are utilized
by squrces. Upon approval by the Commissioner, however, such DERCs may be used by
sources with valid Trading Agreement and Orders authorizing such use.

There is no effect on attainment because DERCs may presently not be used by sources beyond
the ozone attainment date of 2003. On an overall state basis, improved NOx rule-effectiveness
will assure that any excess in the number of DERCs used as compared to those created during
any particular time period will not have a si gnificant impact on projected reductions of NOx.
Careful tracking and monitoring of DERC generation and use will allow timely program

changes, as required.

Use of these DERCs will not Jeopardize RFP since the state's NOx rule emission limits for the
source creating the DERCs are more stringent than EPA's NOx RACT guidance (57 FR 55620,
November 25, 1992) and, therefore, a reduction beyond that federally-required will be occurrin g

A yearly audit and on-going tracking and monitoring of DERC use and creation by the state wil]
allow for timely program changes if the use of DERCs exceeds their creation by a significant
amount. A full program assessment wil} be conducted and the program may be extended beyond

April 30, 2003,

The creation and use of DERCs improves the probability of the RFP demonstration as a result of
a combination of factors including seasonal shifting of NOx emissions from summer to winter, a
minimum ten (10) percent retirement of DERCs upon their creation to assure a benefit to the
environment and the inventorying of DERCs prior to use. There may be some environmental
benefit from removing NOx and other pollutants from the air at a time when emissions are at
higher levels and using them at a later time. Taken together, these benefits qualify as exceptional

under EIP requirements.

C. BASELINE

The program baseline is the Connecticut 1990 base year ozone emission inventory. This
inventory is the benchmark against which early emission reductions are measured by the state
and serve as the starting point from which to generate a projected inventory for the ozone season
used in the ozone attainment demonstration analysis. Finally, it is the basis for the evaluation of
potential control strategies to meet the Clean Air Act mandates to reduce emissions. For
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individual sources, the baseline will be the lower of actual or allowable emissions.

D. MONITORING, RECORD KEEPING AND REPORTING REQUIREMENTS

Subject sources will comply with the applicable provisions of Section 22a-174-22(k) of the
Regulations, Emissions Testing and Monitoring and Section 22a-174-22(1) of the Regulations,
Reporting and Record keeping. Records will be maintained for a minimum of five (5) years, and
will be made available during normal working hours for review by the Department upon request.

An accounting of the use of all DERCs created and approved by the Department will be provided
to the Commissioner no later than March | of every year for the preceding calendar year. This
reporting will be in a form prescribed by the Commissioner and will be used by the Department
to audit the program, to assure that DERCs are used only.once, and to represent the DERCs and
their use in required EPA modeling, demonstration and reporting requirements.

The effects of the use of DERCs will be monitored by the state using an enhanced mventory
reporting procedure. Reporting for purpose of DERC use and for the annual emission inventory
program must be done on the same basts to address baseline accounting issues. Particular
emphasis is placed on the relationship of the creation and use of DERCs to determine if
additional restrictions are needed to assure that the use of DERCs does not jeopardize RFP.
After issuance of each Trading Agreement and Order the source using DERCs agrees to have
sutficient approved DERCs in its possession at all times to provide for operation for the current
calendar month. At a minimum, any excess emissions not on hand, prior to use by an individual
source are corrected by requiring the source to retire the number of DERCs that should have been
on hand prior to use and an additional 100%. The Commissioner has provided notice to air

- pollution control agencies of all adjacent states of this SIP revision.

E. IMPLEMENTATION SCHEDULE

Once approved, DERCs created may be used for approved purposes for compliance with the
NOx rule through April 30, 2003,

F. ADMINISTRATIVE PROCEDURES

This action will be submitted to EPA for their review and approval as a revision to the State
Implementation Plan (SIP) for air quality, as required by the Clean Air Act. The authority to
adopt this revision is granted by Section 22a-6 of the Connecticut General Statutes (CGS).
Public notice has been provided as required in CGS Sections 22a-6, 4-168 and 40 Code of

Federal Regulations Part 51.102.
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" G. ENFORCEMENT MECHANISMS

Compliance is determined based upon emissions records, monttoring data, stack testing, DERC
ownership and use records and compliance with the trading agreement and order. Conditions of
the DERC Trading Agreement and Order will be subject to enforcement procedures and penalties
under Sections 22a-174-12 and 22a-174-22 of the Regulations.

H. AUDIT AND RECONCILIATION

The State of Connecticut will monitor the effects of creation and subsequent use of DERCs by
using the reporting procedures required herein, A summary of the creation and use of DERCs
will be prepared each year along with an audit of each source, which is conducted every spring,
and the program's overail performance is audited annually. Particular emphasis is placed on the
relationship of the creation and use of DERC:s to determine if additional restrictions are needed
to assure that the use of DERCs does not jeopardize RFP, Tracking and monitoring of DERC
use and creation will allow timely changes, if necessary. A complete review of the program has
been undertaken and extension of the program through April 30, 2003 is found to be desirable,
Another progfam review will be conducted before the program is extended beyond April 30,
2003.
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PART 2. DESCRIPTION OF DERC CREATION & USE

A. Administering Agency:

The State of Connecticut
Department of Environmental Protection, Bureau of Air Management

. Pollutant and Regulatory Standard Affected:

NOx: Regulations of Connecticut State Agencies (R.C.5.A)) Section 22a-174-22.

C. Source and Identifier:

Connecticut Jet Power LLC  ( All units are Pratt and Whitney FT4A-9 Turbines)
Branford 10- Boston Post Road, Branford CT, 06405
‘Cos Cob 10,11,12- Sound Shore Drive, Geenwich CT, 06830
Franklin Drive 10- Franklin Drive, Torrington CT, 06790
Torrington 10- South Main Street, Torrington CT, 06790

. Designated Representative;

Ms. Cynthia Karlic
Regional Manager
Telephone No. (860) 638-3170

CT Nonattainment Area Classification: Severe

Summary of Compliance:

Time Period:  May 7, 2002- May 1, 2003
Method: DERCs generated from NRG's generating stations will be used to offset
excess NOx emissions.

NOx RACT emission limit: 75 ppm  (.289 Ib/MMBtu)
Full Load Emission Rate: (see table 1)

Monitoring: Estimate monthly' fuel use and acquire credits prior to use,

Record actual monthly fuel consumption and DERC use.
Stack test at least every five years: average of three hour.

- Annual DERCs needed: Estimated 120 tons/year
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Table |
CJP — NOx EMISSION RATES AND RACT LIMITS (Tos/MMBtu)

; (Ibs/MMBtu) | Rate (Ibs/MMBtu) | Concentration Rate Test
(serial number) (ppmdv) (Ibs/MMBtu)

Peaking Unit FUEL FLER NOx RACT Stack Test Stack Test Date of Stack

Branford 10
(675102) other oil | 0.80 0.29 184 0.70 09/06/0]

Cos Cob 10
(675337) other oil | 0.80 0.29 i93 . 08/22/01

CosCob 11
(675 192) other oil | 0.80 0.29 144 . 08/23/01

Cos Cob 12

(675342) other ail | 0.80 . 182 . 08/23/01

Franklin Drive 10
(F662098) other oil | 0.80 . 194 . , 04/20/01

Torrington 10
w12599) other oil | 0.80 . 197 . 04/19/0]

G. Description of Compliance:

Connecticut Jet Power LLC ("CJP") is an exempt wholesale electric generating company with its
principal place of business in Sewickley, Pennsylvania. On December 15, 1999 CJP purchased
from The Connecticut Light and Power Company ("CL&P") the six peaking units identified in
table 1. All the peaking units are Pratt and Whitniey FT4A-9 turbine generators. The peaking
units are subject to the requirements of Sections 22a-174-22 (Reasonably Available Control of
nitrogen oxide emissions) and 22a-174-22a and 22b (NOx Budget Program). After May 31, 1995
the peaking units are required to achieve a NOx emission limit of 75 ppmvd (289 Ibs/MMBtu),
averaged over 3 hours. Official U.S. Environmental Protection Agency (“EPA”) Reference
Method 7E stack testing performed on the dates indicated in Table 1, resulted in NOx emission
rates set forth in Table 1. On June 5, 2001 CJP requested a modification of Trading Agreement
and Order 8180 to adjust the full load emission rates ("FLERSs") as indicated in table 1.

In order to achieve compliance, CJP proposes to acquire emission reduction credits for the
amount of NOx emissions that exceed the standards between May 7, 2002 and May 1, 2003 or
until it achieves compliance through NOx controls or other approved means. Pursuant to Section
22a-174-22(j) of the Regulations, CJP proposes to acquire sufficient quantities of approved
DERC:s in advance of each month to offset excess NOx emissions on a monthly basis from the
peaking units in accordance with the protocol of the Department’s “Credit Trading for Sources
with Irregular NOx Emissions”, dated F ebruary 27, 2001

In accordance with Section 22a-174-22(j) of the Regulations, CIP proposes to use DERCs for
compliance when operating the peaking units. Each month, the quantity of DERCs required to
offset the excess emissions generated during that month by the peaking units above the RACT
limit will be determined. DERCs previously purchased and/or acquired and on-hand will be used
to offset any remaining balance of excess emissions (debits) for that month. Desi gn margns will
be applied to the RACT emission rate for the peaking units to ensure an environmental benefit. i




On December 15, 1999, CJP initially acquired from The Comnecticut Li ght and Power Company,
sufficient approved ozone season DERCs and non-ozone season DERCs to offset excess NOx
emissions. CJP will use (retire) approximately 120 tons of DERCs to offset excess emissions
annually. The DERCs will be used thereafter in accordance with the requirements in this SIP
and attached Trading Agreement and Order No. 8180 Modification No. 1. Additional DERCs
will be purchased or acquired as needed prior to use based on anticipated future fuel use throu ¢h

May 1, 2003.

Connecticut Jet Power L].

The NOx emission test rate was determined during the official testing program (approved stack
testing) conducted on the dates listed in table }. The F LERs, as shown in Table 1, are used to
calculate actual emissions for the peaking units and are an enforceable limit for the peaking units.
Prior to May 1, 2003, CJP will comply during operation of the peaking units with the FLERs,
the 5 percent design margin and the NOx emission limit shown in Table 1 of Trading Agreement
and Order No. 8180 Modification No. 1.

Starting May 7, 2002 and no later than the tenth day of each month, beginning the month after
execution of Trading Agreement and Order No. 8180 Modification No. 1, CJP will calculate
actual DERCs used in the preceding calendar month, in accordance with Trading Agreement and

Order No. 8180 Modification No. 1.

CJP shall calculate the actual DERCs required for the calender month for the peaking units and
fuel used in excess of the RACT limit, based on the following caiculations (described also in
Exhibit 1 of Trading Agreement and Order No. 8180 Modification No. 1):

At all times (mass calculation):

DERC:s (in tons) = [((FLER in Ibs/MMBtu) - (0.95 x NOx RACT in lbsMMBtu)) X
(actual fuel use in MMBtu)] + 2000 pounds/ton

During the ozone season only (peak day calculation):

the maximum actual excess NOx emissions (in Ibs) on any of the days projected by
the Commissioner to be “moderate to unhealthful,” “unhealthful,” or “very
unhealthful,” divided by 3 and then divided by 13 (with the result in tons):

- DERCs (in tons) = [(Maximum excess NOx in lbs) + 3] + [13 Ibs/day/ton]

Where:

FLER = full load emission rate presented in Table 1;
RACT rate = RACT rate presented in Table 1;

Discount = 5% design margin applied to the RACT rate.
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As described in Exhibit 1 of Trading Agreement and Order No. 8180 Modification No. 1, to the
extent that DERCs used to offset on a peak day basis during the ozone season exceed the tota]
mass excess emissions, remaining DERCs may be used in the non-ozone season in the same or
subsequent years until May 1, 2003. However, non-ozone season DERCs may only be used

during the non-ozone season until May 1, 2003.

H. SOURCE OF DERCS

On December 15, 1999, CJP initially acquired approved ozone season DERCs and non-ozone
- season DERCs from The Connecticut Light and Power Company.

CJP may use or consume fewer DERCs than it intends to purchase because of a lower operating
rate or upon early establishment of controls or other emission limitation strategies which result in
attainment of NOx limitations applicable to the emitting peakmg units. Such residual DERCs
may not be used for any purpose other than that described if Trading Agreement and Order No.
8180 Modification No. 1, contained in Exhibit 3, without the written approval of the
Commissioner.

Pursuant to the intent of Section 22a-174-22a(f)(4) of the Regulations, CJP may use allowances
acquired pursuant to the provisions of Section 22a-174-22a of the Regulations to comply with
subsection (e) of Section 22a-174-22 of the Regulations pursuant to the provisions of subsection
() of Section 22a-174-22 of the Regulations as long as CJP remains an owner or operator of a
budget source, for purposes of this Trading Agreement and Order. Any allowance used for
compliance with subsection (e) of Section 22a-174-22 of the Regulations shall be subject to all
restrictions and/or requirements applicable to DERCs contained in this Trading Agreement and
Order and/or Section 22a-174-22a of the Regulations.

CIP may acquire additional approved DERC:s at any time prior to the need to use such DERCs.
CIP will at all times maintain a balance of approved DERCs sufficient to allow operation for the
current month. If, upon audit or inspection, CJP fails to demonstrate possession of an adequate
amount of DERCs to cover the current month, it will be subject to violation as prescribed in
Sections 22a-174-12 and 222-174-22 of the Regulations.




STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

In the matter of _
Trading Agreement

The State of Connecticut _
and Order No. 8180

and
Modification No. 1

Co‘nnecticut Jet Power LLC

Whereas, the Commissioner of Environmental Protection ("Commissioner") and Connecticut Jat
Power LLC ("CJP"), having agreed to the terms and conditions set forth in Trading Agreement and
. Order 8180 issued on Jamiary 12, 2000, do now, by mutual agreement, modify said Trading

Agreement and Order as follows:

Delete Table 1 and substitute the following therefor:

Table 1 _ , '
1 CIP - NOx EMISSION RATES AND RACT LIMITS (Ibs/MMBtu)

Peaking Unit
(serfal number)

FUEL FLER

(Ibs/MMBtu)

NOx RACT
Rate (lbs/!\ﬂ\’IBfu)

Stack Test
Concentration

{(ppmdv)

Stack Test
Rate
(Ibs/MMBtu)

Date of Stack
Test

Branford 10
(675102)

other oil | 0.80

0.29

184

0.70

09/06/01

Cos Cob 10

&75337)

other oil | 0.80

0.29

193

0.74

08/22/01

Cos Cob 11
(675192)

other oil-| 0.80

0.29°

144

0.55

08/23/01

Cos Cob 12
(675342)

other oil | 0.80

182

0.70

08/23/01

Frankiin Drive 10
(F662098)

other oil

0.80

194 |

0.74

04/20/01

Torrington 10
(612599)

otheroil | 0.80

197

0.77

- 04/19/01

3. Delete paragraph C.2. and substitute the following therefor:

2. Change the date specified in paragraph A.7. from November 3, 1997 to F ebruary 27, 2001.

{Prinled]_o.n Recycled Paper)
79 Elm Strest Hartford, CT 06106- 5127
http://dep.state.ct.us
. An Equal Oppormumiry Employer ~
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Trading Agreement
and Order No. gigp
Modification 1

CJP purchases the peaking units identified in Table
g and Order, CJP shaj] have in its possession
sufficient approved ERCs to meet applicable RACT Tequirements and the
Tequirements of this Trading Agreement ang Order.

» CJP shall retire |
"DERC") and | non-ozone

All other termg and conditibns'of Trading Agreement angd Order no. 8180 issued by the
Commissioner acting under Chapter 446¢, Sections 22a-6, 22a-] 71,22a-174, 225 76, and 22a-
177 of the Connecticyt General Statutes shall remain i effect. -

CJE consents to the issuance of this Trading Agreement ang Order without further notice. The
undersigned cert;fies that he/sheé ;g fully authorized to enter into thig Trading Agreement and Order and to
legally bind CJP t5 the terms and conditions of the Trading Agreement and Order.

Connecticut Jet Power LLC
\

Signature: }/Z Uk
. e

Type Namme: __THOMAS E. WALKER
—NASE WALKER

Type Title: Mp, NAGEWV
_

Date: ’7"2&2[ o2,

Issued s a final consent order of the Commissioner of

Environmental Protection op

TOWNS/CITIES OF Branford, Greenwicy,

d Torrngton
LAND RECORDS

MAILED CERTIFIED MATT,
RETURN RECEIPT REQUESTED

Certified Document
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STATE OF CONNECTICUT
FOR SINGLE SOURCE COMPLIANCE WITH CONNECTICUT
EMISSION LIMITS ON OXIDES OF NITROGEN
Regulations of Connecticut State Agencies, Section 22a-174-22 (NOx RULE)
THROUGH USE OF DISCRETE EMISSION REDUCTION CREDITS (DERCs)
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Mixed Acid Bath Scrubber Nos. 1 and 2

July 2002

G:\-TRADING-RLS\-TRADINGORDERS\ALG-LDM\Allegheny LudlumSIPnarrative(7-15-02).doc




Allegheny Ludlum Incorporated

TABLE OF CONTENTS
PAGE NO.

PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

Program Scope

Statement of Goals and Rationale

Baseline

Monitoring, Record Keeping and Reportmo Requirements
Implementation Schedule

Administrative Procedures

Enforcement Mechanisms |

Audit and Reconciliation

A S A

PART 2. DESCRIPTION OF DERC CREATION AND USE
By Trading Agreement and Order

Administering Agency.

Pollutant and Regulatory Standard Affected
Source ‘

Designated Representative

Nonattainment Area Classification
Summary of Compliance

Description of Complia.nce

Source of DERCs

OO O h Wy Lh L Lh LA

A.
B.
C.
D.
E.
F.
G..
H.

EXHIBITS

Exhibit 1 Notice of Hearing and Hearing Certification

Exhibit 2 Designation of Hearing Officer

Exhibit 3 Trading Agreements and Orders to Create and Use DERCs

Exhibit 4 Hearing Report




Allegheny Ludlum Incorporated SIP Revision for Trading Agreemeont and order No. 8188

PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

The following criteria were developed using U. S. Environmental Protection Agency’s (EPA)
State Implementation Plan (SIP) Completeness criteria found in Appendix V to 40 Code of
Federal Regulations, Part 51, and using the requirements of the Economic Incentive Program
(EIP) Final Rule, 40 Code of Federal Regulations Part 51.493, published April 7, 1994, 59 FR
16650.

A. PROGRAM SCOPE

Part I of this narrative is generic for Connecticut’ s program. Part II of this narrative is specific
to the individual source involved and may be for one or more of the following: creation, use or
averaging of credits, including discrete emission reduction credits (DERCS) and allowances.

EPA has set forth its guidance for DERCs in EIP guidance designed to cover an entire range of
market-based approaches for stationary and mobile sources, one of which is emissions trading,
including the creation of DERCs from nitrogen oxides (NOx) control and the use of DERCs to
meet NOx Reasonably Available Control Technology (RACT) requirements. Creation of
DERCs for use in compliance with the NOx RACT rules meets the criteria for such programs set
forth in the EIP rules. DERC creation is a type of emissions-limiting strategy, as that term is
used in EPA ' s EIP guidance. '

The present scope of this program includes approval of creation and use of specific discrete
emission reductions from a single source, and thereby define them retrospectively as DERCs for
use or trading until May 1, 2003 by sources for compliance with Section 22a-174-22 of the
Regulations of Connecticut State Agencies (Regulations), regarding control of NOx. Record
keeping and monitoring by the Department, as described below, will allow an accurate
retrospective assessment of the number of major sources creating and/or using NOx DERCs as a
method of compliance. The DERC creator and user must comply with all other applicable local,
state and federal laws and regulations.

B. STATEMENT OF GOALS AND RATIONALE

The goal of the emissions trade is to lower the cost of compliance with NOx control
requirements. The purpose of approving emission reductions as DERCs 1s to encourage the over
control of emissions, below the lower of actual or allowable emissions, and to provide affected
sources the flexibility of an alternative mechanism for meeting environmental requirements as
envisioned by the Connecticut NOx RACT regulations (Section 22a-174-22 of the Regulations).

An advantage of this mechanism is the incentive it provides sources of air contarninant emissions
to reduce their emissions below the limits that are established under traditional command and
control regulatory programs. It also improves rule effectiveness by allowing for more timely rule
compliance because more options are available to the regulated source. DERC trading is intended
to benefit both the environment and the regulated entities and can achieve equal or better
environmental results at a lower cost than traditional regulatory approaches.
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Creation or use of DERCs in compliance with Section 22a-174-22 of the Regulations will not
interfere with reasonable-further-progress (RFP) demonstrations filed with EPA by the State of
Connecticut. Indeed, the program should assist the DEP in advancing RFP. The DERC creator
and user of DERCs, will continue to report actual emissions. The state inventory will reflect
shutdowns or actual emissions as determined from an approved baseline of emissions indicated
in each Trading Agreement and Order. The DEP monitors the generation of DERCs and the

eventual use of DERCs and conducts a yearly audit of the program.

DERCs produced by the above-described methodology are real, quantifiable, surplus, permanent
and enforceable, as required by EPA EIP guidance. Specifically, the reductions are:

Real because they result in a reduction of actual emissions released into the air, net of any
consequential increase in actual emissions resulting from shifting demand. The emission
reductions are properly measured, recorded and reported. '

Quantifiable because they are based on an appropriate reliable and replicable protocol, providing
the rate and total mass amount of reduction.

Surplus because they are not required by any Connecticut Statute or regulation mandated by a
current State Implementation Plan (SIP), and are not currently relied upon in any applicable
attainment plan, any reasonable further progress plan or milestone demonstration.

Permanent because the advanced control systems are in place and operating and an appropriate
tracking system is in place to monitor use of DERCs.

Enforceable because the DERCs are approved by the Commissioner retrospectively.

Creation and subsequent use of DERCs should be viewed as a program that operates within the
known constraints of RFP, the NOx rule, and other SIP requirements. Restrictions on the use of
DERCs will address concerns about RFP and attainment in a context of intertemporal trading.

Specifically, the Commissioner will require that:

The DERCs must be certified by the Department prior to use.

DERCs generated during non-ozone season months may not be used during the ozone’
season. Only the DERCs produced during ozone-season months of May through
September are available for use during the ozone season.

DERCs are presently authorized only for the purpose of compliance with Section 22a-
174-22 of the Regulations for use before May 1, 2003.

Written permission must be obtained from the Commissioner before DERCs are utilized
by sources. Upon approval by the Commissioner, however, such DERCs may be used by
sources with valid Trading Agreement and Orders authorizing such use.
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On an overall state basis, improved NOx rule-effectiveness will assure that any excess in the
number of DERCs used as compared to those created during any particular time period will not
have a significant impact on projected reductions of NOx. Careful tracking and monitoring of
DERC generation and use will allow timely program changes, as required.

Use of DERCs will not jeopardize RFP since the state's NOx rule emission limits for the sources
creating and/or using DERCs are more stringent than EPA's NOx RACT guidance (57 FR 55620,
November 25, 1992) and, therefore, a reduction beyond that federally-required will be occurring.

A yearly audit and on-going tracking and monitoring of DERC use and creation by the state will
allow for timely program changes if the use of DERCs exceeds their creation by a significant
amount. A full program assessment will be conducted and the program may be extended beyond
April 30, 2003.

The creation and use of DERCs improves the probability of the RFP demonstration as a result of
a combination of factors including seasonal shifting of NOx emissions from summer o winter, a
minimum ten (10) percent retirement of DERCs upon their creation to assure a benefit to the
environment and the inventorying of DERCs prior to use. There may be some environmental
benefit from removing NOx and other pollutants from the air at a time when emissions were at
higher levels and using them at a later time. Taken together, these benefits qualify as exceptional

under EIP requirements.

C. BASELINE

The program baseline is the Connecticut 1990 base year ozone emission inventory. This
inventory is the benchmark against which early emission reductions are measured by the state
and serve as the starting point from which to generate a projected inventory for the ozone season
used in the ozone attainment demonstration analysis. Finally, it is the basis for the evaluation of
potential control strategies to meet the Clean Air Act mandates to reduce emissions. For
individual sources the baseline will be the lower of actual or allowable emissions.

D. MONITORING, RECORD KEEPING AND REPORTING REQUIREMENTS

Subject sources will comply with the applicable provisions of Section 22a-174-22(k) of the
Regulations, Emissions Testing and Monitoring and Section 22a-174-22(1) of the Regulations,
Reporting and Record keeping. Records will be maintained for a mmimum of five (5) years, and
will be made available during normal working hours for review by the Department upon request.

An accounting of the use of all DERCs created and approved by the Department will be provided to
the Commissioner no later than March 1 of every year for the preceding calendar year. This
reporting will be in a form prescribed by the Commissioner and will be used by the Department to
audit the program, to assure that DERCs are used only once, and to represent the DERCs and their
use in required EPA modeling, demonstration and reporting requirements.
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The effects of the use of DERCs will be monitored by the state using an enhanced inventory
reporting procedure. Reporting for purpose of DERC use and for the annual emission inventory
program must be done on the same basis to address baseline accounting issues. Particular emphasis
is placed on the relationship of the creation and use of DERCs to determine if additional restrictions
are needed to assure that the use of DERCs does not jeopardize RFP. After issuance of each
Trading Agreement and Order the source using DERCs agrees to have sufficient approved DERCs
In 1ts possession at all times to provide for operation for the current calendar month. At a minimum,
any excess emissions not on hand, prior to use by an individual source are corrected by requiring the
source to retire the number of DERCs that should have been on hand prior to use and an additional
100%. The Commissioner has provided notice to air pollution control agencies of all adjacent states

of this SIP revision.

E. IMPLEMENTATION SCHEDULE

Once approved, DERCs created may be used for approved purposes for compliance with the Section
22a-17-22 of the Regulations through April 30, 2003.

F. ADMINISTRATIVE PROCEDURES

This action will be submitted to EPA for their review and approval as a revision to the SIP for air

- quality, as required by the Clean Air Act. The authority to adopt this revision is granted by Section
22a-6 of the Connecticut General Statutes (CGS). Public notice has been provided as required in
CGS Sections 22a-6, 4-168 and 40 Code of Federal Regulations Part 51.102.

G. ENFORCEMENT MECHANISMS

Compliance is determined based upon emissions records, monitoring data, stack testing, DERC
ownership and use records and compliance with the Trading Agreement and Order. Conditions of
the DERC Trading Agreement and Order will be subject to enforcement procedures and penalties
under Sections 22a-174-12 and 22a-174-22 of the Regulations.

H. AUDIT AND RECONCILIATION

The State of Connecticut will monitor the effects of creation and subsequent use of DERCs by using
the reporting procedures required herein. A summary of the creation and use of DERCs will be
prepared each year along with an audit of each source, which is conducted every spring, and the
programs overall performance is audited annually. Particular emphasis is placed on the relationship
of the creation and use of DERCs to determine if additional restrictions are needed to assure that the
use of DERCs does not jeopardize RFP. Tracking and monitoring of DERC use and creation will
allow timely changes, if necessary. A complete review of the program has been undertaken and
extension of the program through April 30, 2003 is found to be desirable. Another program review
will be conducted before the program 1s extended beyond April 30, 2003.
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PART 2. DESCRIPTION OF DERC CREATION AND/OR USE
By Trading Agreement and Order No 8188

Administering Agency:

The State of Connecticut
Department of Environmental Protection, Bureau of Air Management

. Pollutant and Regulatory Standard Affected :
NOx: Regulations of Connecticut State Agencies (Regulation) Section 22a-174-22.
Source and Identifier : Client 2239 Sequencel Town # 189 Premise# 1

Allegheny Ludlum Corporation

Boiler Nos. 1, 2 and 3, and Mixed acid Bath Pickle Scrubber Nos. 1 and 2

Designated Representative:

Mr. Kevin Grant, Tel: (203) 284-2213, Fax (203) 284-2212
Environmental Engineer

. Nonattainment Area Classification: Serious

. Summary of Compliance

Time Period: May 31, 1995 through October 31, 2000

Purpose: NOx Emission compliance for the following units: :

Annual DERCs needed: 55.18 tons were used to true-up excess emisssions and another
55.18 tons were used for 100% premium penalty . (No new credits are needed provided the
process continues to be in compliance)

Special Requirements:

. AL% ghall meet the 700 ppm allowable NOx emissions rates for the mixed acid bath
scrubber. : :

o ALC shall maintain a minimum exhaust flow rate for each mixed acid tub scrubber
of 1800 dscfm except during periods of startup, shutdown or malfunction.
ALC shall install and operate an exhaust flow monitor, wamin%ldevice and a data-
recording device, acceptable to the Commissioner, on each of the two mixed acid
tub scrubbers. '
Provide for emissions testing each calendar year commencing in the year 2002.
After two (2) consecutive years of demonstrating compliance with the allowable
emission rate limit of 700 ppmvd for appropriate processes in Section 222-174-22 of
the Regulations, ALC may submit in wrting, for the Commissioner’s review and
written approval, a request to allow ALC to return to a longer emissions testing
period not to exceed every five (5) years, with such time period commencing from
the date of the last emission test.
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G. DESCRIPTION OF COMPLIANCE

G.1 Backeground

The following is a description of the compliance issues and trading requirements for Allegheny
Ludium Corporation (ALC). These requirements are formally contained in Trading Agreement and
Order No. 8188 attached in this EPA SIP submittal. '

Allegheny Ludlum is a corporation, which heat-treats and processes specialty steel products at its
principal place of business in Wallingford, Connecticut. At the facility, ALC operates three (3)
package size steam boilers and a mixed pickle tub process with two exhaust scrubbers, which are
subject to Section 22a-174-22 of the Regulations of Connecticut State Agencies.

Based on DEP witnessed emissions tests it was determined that during the period May 31, 1995
through March 31, 2000 ALC’s three (3) boilers emitted 17.29 tons of excess NOx during the non-
ozone season and during the period May 31, 1993 through October 31, 2000 ALC’s mixed acid
pickle tub scrubbers emitted 19.59 tons ozone and 18.30 tons non-ozone season excess NOx
emissions. The total excess emissions were 55.18 tons. .

G.2 Efforts to Reduce NOx Emissions

On and after March 31, 2000 to reduce emissions, ALC switched from burning #6 oil to cleaner
burning #2 oil in boilers Nos. 1, 2, and 3. ALC also installed new fan blades and tuned the acid
scrubbers to improve their performance. As a result the scrubber NOx emissions were reduced to

emission to below the 700 ppmvd requirement.

(.3 Trading Summary and Penalty

In accordance with Section 22a-174-22(j) of the Regulations and Trading Agreement No. 8188, the
quantity of DERCs required to compensate for the daily excess emissions above the NOx allowable
limit for boiler nos. 1, 2 and 3 and the mixed acid pickle tub scrubbers was determined. Design
margins, uncertainty factors were applied to the allowable emission rate for each boiler and the
scrubbers to ensure an environmental benefit.

On October 31, 2001, ALC acquired and immediately retired a total of 110.36 tons of DERCs to
compensate for the excess emissions. The first 55.18 tons ( 19.59 tons of ozone season DERCs and
35.59 tons of non-ozone season) DERCs were used to “true up” the 55.18 tons of excess emissions.
An additional 55.18 tons were retired as a 100% penalty premium for exceeding Section 22a-174-
22(e) table 22-1 allowable emission himits.: :

(.3.3 Equations for DERC Use.

For emissions on or before October 31, 2000, ALC is required to use the following calculations:

(a) Boilers Nos. 1, 2, and 3 (when buming #6 Qil} DERCs

Boiler Nos. 1, 2_and 3 total {actual) monthly excess NOx emissions (tons/mo.} =
{T(total monthly #6 oil heat input) x ((oil full load emission rate ("FLER") 0of 0.371
Ibs/MMBtu) - (0.95 design margin x 0.250 Ibs/MMBru NOx allowable limit))] }+2000

6
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In the matter of
Trading Agresment

The State of Connecticut and

and Order No. 8188

Allegheny Ludium Corporation

Whereas, the Commmissioner of Eavironmental Protection ("Commissioner®) and Allsoha

Ludlum Corporation ( )
ove ihe air guality within the State of Connectcut and that the use of disc

+
ITIDT
o 1INpr

reduction credit

1
gheny

"ALC™) agres that it is in the public mnterest that they work cooperatively
rete smissions

("DERC™) trading to rednce nitrogen oxide (“NOx”) emissions wil] achieve

this result in a timely and cost-effective manner:

A, With the agreement of ALC, the Commissioner finds ihe following:

Allegheny Ludlum Comoration owns and operaies a specialty steel processin g
facility in Wallingford, Connecticut, ("facility™).

At the facility, ALC operates three (3) boilers Nos. 1, 2 and 3 (“boilers™) which

burn #2 fuel o1l (“#2 01]”) and natural gas; and one (1) process mixed acid pickle
tub (“mixed acid tub scrubbers”) which produces NO% emissions and these units

are subject to Section 22a-174-72 of the Regulations of Connecticut State Agericies
(“Regulations™). Prior to Apdl 1, 2000, ALC burnad 26 fue] o] (“%6 0il”) in the

boilers on oceasion. )

Section 22a-174-22(k) of the Regulations requires that an owner or operator subject
t0 an emission limitation under Section 22a-174-22 of the Regulations conduct an
emission test fo demonstrate compliance no later than May 31, 1995. ALC did not
conduct DEP witnessed emission testing of the mixed acid tub and the boilers unti]

ecember 1998,
By virtue of the above ALC viplated Section 22a-174-22(k) of the Regulations.

The Department of Environmental Protection (“DEP”) witnessed emission test of
the representative boiler No. 2, conducted December 18 through 21, 1998, shows
that the representativs NOx emission rate for boilers Nos. 1,2, and 3 when
operating on # 6 oil, was 0.37] Ibs/MMB, which is above the Section 22a-174-22
of the Regulations allowable emission rate 0f 0.25 Ibs/MMBtu for the boilers,

: ; f ot e o [ A T+l cmeme il e RT o
1st DEP witnessad emission test of the mixed acid tub sor Looars Nos. | and

NUD
ucted December 30, 1998, shows the combined weighted average NOx
L 1ate was 895 ppm, which is above the Section 222-174-22 of the -

Howable emission rate of 700 ppmvd for process emissions.

A second DEP witnzssed emission test of the mixed acid tub scrubbars Nos, 1 and
2, performed on May 18, 2000, shows that the combined weighted average NOx
emission rats was 877.5 ppmvd, which is above the Section 92a.174.22 of the
Regulations allowable emission rate 0f 700 ppmvwd.

By virtue of the 2bove, ALC violatzd Saction 22a-174-22 (e) of the Regulations.

( Prinied on Recycled Paper)

EETTTT 79 Elm Sires; » Hariford, CT 05106 - 5127
/
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Allegheny Ludlum Corporation

9. During the period June 1, 1995 through March 31, 2000, ALC’s excess NOx
emissions from boilers Nos. 1, 2, and 3 are estimaied to total 17.29 tons (0 tons
ozone and 17.29 tons non-ozone).

During the period June 1, 1995 through October 31, 2000 ALC’s excess NOx
emissions from the mixed acid tub scrubbers No. 1 and No. 2 are estimated to toial
37.89 tons (19.59 tons ozone and 18.30 tons non-ozone).

Pursuant fo Section 22a-174-22 of the Regulations, ALC proposes to enter into a
Trading Agreement and Order to comply with: 1) the allowable NOx emission rates
in Table 22-1 for boilers Nos. 1, 2, and 3, when burning #6 oil; and, 2) the
allowable NOx emissions limits set forth in Section 22a-174-22(e)(2)(G) of the:
Regulations when operating the mixed acid tub scrubbers Nos. 1 and 2. N

ALC has converted the system so that #2 oil will fuel boilers Nos. 1, 2, and 3, and
#6 oil will no lohger be burned in boilers Nos. 1, 2, and 3.

On April 1, 2000, ALC discontinued burning %6 o1l in boilers Nos. 1, 2, and 3to
comply with the emissions limnts in Section 22a-174-22(e) of the Regulations until
2 Trading Agreement and Order could be established for their facility.

Pursuant to Section 22a-174-22(j) of the Regulations, ALC acquired and used
approved DERCs monthly, as specified in Section C. of this Trading Agreement
and Order to compensate for the excess NOx emissjons from June 1, 1995 until
Mazch 31, 2000 for the boilers and from June 1, 1995 until October 31, 2000 for the

mixed acid tub scrubbers.

Section 222-174-22(j) of the Regulations allows the owner or operator of a source
to use emission reduction irading o offset excess NOx emissions. Such reductions
shall be; at a minimum, squivalent to those emission reductions that would be
achieved by complying with ali applicablé emissions limitations in Section 222-
174-22 of the Regulations.

A third DEP witne$sed emission test performed on November 2 and 3, 2000 of the
mixed acid tub scrubbers Nos. 1 and 2, shows that the combined weighted averags
NOx emission rate for the mixed acid tub scrubbers Nos. 1 and 2 is 396 ppmvd
which meets the 700 ppmvd allowable emission rate set forth in Section 22a-174-
22(e) of the Regulations. :

On October 31, 2000, ALC obtained a fotal of 117 tons (43 {ons ozone and 74 tons
non-ozone) of approved DERCs.

On Octobsar 31, 2000, in accordance with the requirements contained in paragraph
C.1 of this Trading Agreernent and Ozder, ALC retired a total of 110.36 tons of
anproved DERCs, including a 100% premium fo compensate for the excess
emissions of NOx that were emitted for the period from June 1, 1995 through
October 31, 2000, as follows:

a.

For boiler Nos. 1, 2, and 3: 17.29 tons of non-ozone ssason DERCs.

b. For mixed acid tub scrubbers: 19.59 tons of ozone and 18.30 tons of non-
ozone season DERCs.

Allit

ad the mixed acid tub scrubbers: 19.59 tons or ozone season

For having insufficient DERCs on hand prior to use for boiler N
a f
5.59 tons of non-ozone season DERCs.

r
-
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-
2
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19. For boilers Nos. 1,-2, and 3, prior to burning #2 oil, on_March_IS, 2001, ALC
received an approved permit modification fo bum #2 o1l in boilers Nos. 1,2, and 3.

20. By agresing to ‘the issuznce of this Trading Agreement and Order, ALC doss not
admut that findings A.3. throu gh A.10. are correct.

- The Commissioner, in accordance with the provisions of this trading agreement and order,
pursuant to Section 22a-174-22(d)(3) of the Regulations, hereby allows ALC to comply with
Section 22a-174-22(d)( 1) of the Regulztions through nse of DERC trading,

- With the agresment of ALC, the Commissioner, acting under Connecticut General Statutes
Sections 222-6, 22a-171, 22a-174 222-176, and 22a-177, orders ALC as follows:

y =L

i. Retrospective NOx Emissions

Relating to smissions on or before October 31. 2000, ALC shall obtain and retire 2
total 0f 110.36 tons of approved DERGCs, including a 100% premium to compensate
for the excess emissions of NOx that were emitted for the period from Juns I, 1995
through October 31, 2000, as follows:

a For boiler Nos. 1, 2, and 3: 17.29 ons of non-ozone ssason DERCs.

b, For mixed acid tub scrubbers: 19.59 tons of ozone and 18.30 tons of non- -
ozone season DER(Cs, . ’

For having insufficient DERCs on hand prior to uss for boiler Nos. 1, 2, and
3 and the mixed acid tub scrubbers: 19.59 tons of ozone season DERCs and
35.59 tons of non-ozone ssason DERCs.

Retrospective excess NOx emissions abovs shall be calculated as follows:

Boilers Nos. 1. 2. and 3 (2§ 0il) DERCs

Boiler Nos. 1, 2, and 3 total (actual) monthly excess NOx €missions
(tons/mo.) = {[(total monthly £6 o1l heat input) x ((oil full load emission
rate (“FLER”) 0f 0.371 Ibs/MMBtu) - (0.95 design miargin x 0.250
los/MMBtu NQx allowable limit))]}+2000 pounds/ton

(b)  Mixed Acid Tub Scrubbers Nos. 1 and 2 DERCs

(1) Eorperiod June 1. 1995 through Apsi] 30. 2000

Mixed acid tub scrabbers Nos. 1 and 2 ( Actual) DERCs (tons) = {[((895
mixed acid tub FLER in ppmvd) - (0.95 design margin x 700 ppmvdS)/S%
ppmvd] x [(8.575 pounds/hour) x {total actual daily operating hours)]}} +
2000 pounds/ton '

For period May 1. 2000 through October 31. 2000

Mixed acid tub scrubbers Nos. 1 2nd 2 (Actual) DERCs (fons) = {[((925
mixed acid tub FLER in ppmvd) — (0.95 design margin x 700 ppmvdS)/925
ppmvd] x [(19.4 pounds/hour) x (total actual daily operating hours)}} +
2000 pounds/ton

On Cctober 31, 2000, as documented in spreadshests showing excess NOx
emissions and DERCs retired, and DERC Sales Agreements signed by ALC {hereby
= Corporated into this Trading Agresment and Order as Attachments | and 2), the

Initials: ¥ < 4/ _ Date: </2//G0.
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Allechenv Ludlum Corporation

erms and conditions of Paragraph C.1. (2), (b) (¢} end (d) were met as descnibed in
Paragraphs A.17 and A.18 of this Trading Agreement and Order.

3. Future Emissions for the mixed acid tub scrubbers Nos. 1 and 2:

ALC shall maintain a minimum exhaust flow rate for each mixed acid tub
scrubber of 1800 dscim except during periods of startup, shutdown or

malfunction.

a.

b.  Within sixty (60) days of the issuance of this Trading Agreement and Order,
ALC shall install and operate an exhaust flow monitor, warning device and a
data-recording device, acceptable to the Commissioner, on each of the two
mixed acid tub scrubbers. The data recording device shall record and store the
differential pressure data representative of the exhaust gas flow rate of each |
mixed acid tub scrubber. ALC shall operate and maintain flow-monitoring
equipment at ali times during operation of the mixed acid tub scrubbers. Data
shall be stored continuously for a minimum of six (6} months. The recording
device will capture data for at least 95 percent of the operating time. A warning
device shail be installed to alert the operator to take corrective action if the
exhaust flow rate for a mixed acid tub scrubber falls below 1800 dsciim during

normal operation.

Records of the exhaust flow rate and corrective action activities shall be
inaintained at the facility for a minimum period of six (6) months.

d.  Emissions testing: In lisu of installing continuous emissions monitoring
(CEM) on the puxed acid tub scrubbers, ALC shall conduct emissions testing
on the mixed acid tub scrubbers.” Within sixty (60) days of the issuance of this
Trading Agresment and Order, ALC shall submit a NOx Emission Testing plan
to the Commissionsr for nis review and written approval. Such plan shall, at a
annimum:

1) Provide for emissions testing each calendar ysar commencing in the
year 2002; ‘

2) Be designed to demonstrate compliance with the allowable emission

rate limit of 700 ppmvd for appropriate processes in Section 22a-174-22
of the Regnlations; and '

After two (2) consecitive years of demonstrating compliance with the
allowable emission rate limit of 700 ppmvd for appropriate processes in
Section 222-174-22 of the Regulations, ALC may submit in writing, for the
Comrnissioner’s review and written approval, a request to allow ALC (o return
to a longer emissions testing period not to exceed every five (5) years, with
such time period commencing from the date of the last emission test,

o

4 Emission Testing Protocol for the mixed acid tub scrubbers Nos. 1 and 2.

ALC shall submit to the Commissioner for his review and wriiten approval an
Intent-To-Test (“ITT”) protocol not 1éss than thirty (30) days prior to the
emissions testing required purseant to paragraph C.3.d. and C.3.e. of this
Trading Agreement and Order. The ITT protocol shall include at Jzast:

a.

1) The Department of Environmental Protection’s Bursau of Air
Management Test Form No. 1, “Intent to Test”™;

C\_._-—-*} :
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Tradine Agresment and Order No. 8188

Initials:

2) System operating parameters indicative of proper Operation, including,
but not limited to the mixed acid tub steel throughput and, for each mixed
acid tub scrubber, the exhaust gas flow rate and NOx emissions rete in
ppmvd and Ibs/hr.

The ITT protocol shall provide that ALC shall perform testing as specified in
Sections 22a-174-3 and 22a-174-22 of the Regulations, including operating the
mixed acid tub process at not less than ninety percent (90%) of its maximum rated
or permitted, whichever is Jess, capacity.

ALC shall perform all testing raquired by paragraph C.3.d and C.3.¢ in accordancs
with the approved ITT protocol.

In conducting and performing the testing required By parasraph C.3.¢ and C3e,
and in analyzing the results of such testing, ALC shail adhere to methods specified
in Sections 22a-174-5 and 22a-174-22 of ithe Regulations and as approved by the
United States. Environmenta] Protection Agency (“EPA”™) and the Commissioner.

ALC shall schedule all emissions testing so as to allow the Commissioner to be
present during such testing and to independently verify facility operations, air
polhition control equipment parameters, and testing procedures. .

Within sixty (60) days after com leting any emissions testing required by this Trading
Aagreement and Order, ALC shall submit to the Commissioner a written report providing
the results of siich testin g Writhin thirty (30) days of a notice from the Commissioner
indicating any déficiencies in the emissions testing report, ALC shall submit a revised
r=port.

ALC shall document and record monthly totals of steel thronghput in tons, process
hours of o;_veration, and NOx emissions in zccordancs with the emissionrates and
limits set forth in Section 22a-174-22 (e).of the Regulations. Such records shali be
maintained and providad io the Comnussioner in accordance with Section 22a-
174-4(c)(1) of the Regilations.

a,

ALC shall retain records and supporting documentation as described 1n this
Trading Agreement and Order for a mimmum of five (3) ysars, comimencing on

the dafe such records wers created.

ALC shall provide the records specified above to the Commissioner within thirty

(30) days of receipt of 2 written request from the Commissioner..

Full compliance. ALC shall not be considered in full compliance with this Trading
Agrszment and Ordar unti] all actions reguirad by-this Trading Agreement and Order
have been completad as approvad and to the Commissioner’s satisfaction.

Approvals. ALC shall use best efforts to submit to the Commissionar all documents

ement and Order in a complete and approvable form. Ifthe
that any document or other action is deficient, and does not

gpprove it with conditions or modifications, it is deemed disapproved, and ALC shal
correct the deficiencies and resubmit it within the time specified by the Commissioner
or, 1f no time is specified by ths Commissioner, within thirty (30) days of the
Commissioner's notice of deficiencles. In approving any document or other action under
this Trading Agreement 2nd Order, the Commissioner may approve the document or
other agtion as submitied or performed or with such conditions or nodifications as the

required by this Trading Agr
Commissioner notifies ALC

£
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Alleeheny Ludlum Comoration

Cominissioner deems necessary to carry out the purposes of this Trading Agreement and
Order. Nothing in this paragraph shall excuse noncompliance or delay.

Definitions. As used in this Trading Agreement and Order, "Commissioner” means the
Commissioner or a representative of the Commissioner. The date of “Issuance” of this
Trading Agreement and Order is the date the Trading Agr reement and Order is depasited
in the U.S. mail or personally deliverad, whichever is earlier.

Dates. The date of submission to the Commissicner of any document required by this
Trading Agreement and ‘Order shall be the date such document is received by the -
Commissioner, whichever is earlier. The date of any notice by the Commissioner under
this Trading Agreement and Order, including but not limifed to notice of approval or
disapproval of any document or other action, shall be the date such notice is déposited in
the U.S. mail or is personally deliversd, whichever is earlier. Bxcept as otherwise
specified in this Trading Agreement and Order, the word "day” as used in this Trading
Agreement and Order means calendar day. Any document or action which 1s required by
this Trading Aore”nﬂlt and Order to be submitted or performed by.a-date which. falls on
a Saturday, Sunday or a Connccticut or federal holiday shall be s'ubmi‘ted or performed
by the next day which is not a Saturday, Sunday or Connecticut or federal holiday.

Certification of d‘ocuments. A.ny document, including but not limited o any notice,
which is required to be submitted to the Commissioner under this Trading Agresmant
and Order shall be signed by ALC’s chief executive officer or a duly authorized
representative of such officer, as those terms are defined in Section 222-430-3(b)(2) of
the Regulations of f Cormecticut State Agencies, and by the individual(s) responsible for
actually preparing such document. ALC’s chief executive officer or anthorizad
representative and sach such individual shall certify in writing as follows:

“I have personally examined and am famiiiar with the information submitted in this
document and all attachments therefo, and I certify, based on reasonable investigation,
inchuding my inquiry of those individuals responsible for obtaining the information, that
the submitted information is trus, accurate and complete to the best of my knowledge
and belief. Iunderstand that any 1al>e statement made in the submitted information 18
punishable as a criminal offense under Section 532-157b of the Connecticut General

Statutes and any other applicabls law."

Noncompliance. This Trading Agreement and Order is a final order of the
Commissioner with respect to the metiers addressed herein, and 1s nonappealable and
immediately enforceable, Failurs to comply with this Trading Agreement and Order may

subject ALC to an 1’1Ju10t1on and penalties.

False statements. Any felse statement in anty information submitted pursuant to th
Trading Agreement and Order is punishable as a criminal offense under §53a-157
Comnnecticut General Statutes and any other applicable law.

ig
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Alleghenv Ludlum Comporzation

Notice of transfer: liability of ALC. Until ALC has fully complied with this Trading

Agreement and Order, ALC shall notify the Commissioner in writin g 1o later than thirty

(30) days after transterning all or any portion of the facility, the operations, the site or the

business which is the subject of this Trading Agreement and Order or after obtaining a
€W mailing or location address. ALC’s obligatio:

ns under this Trading Agereement and
rder shall not be affected by the passage of title to any property to any other person or
municipality. .

Commissioner's pawers. Nothing in this Trading Acreement and Order shall affect the
> N - el

Commissioner's authority to institute any proceeding or take any other action to prevent

or abate violations of law, prevent or zbate pollution, recover costs and natural resource

darmages, and to impose penalties for past, present, or future'violations of law. If at any

mmines that the actions taken by ALC pursuant fo this

time the Commissioner deter
Trading Agreement and Order have not suceessiully corrected all violations, fully

ized the extent or degree of any pollution, or sﬁcc’essﬁzily abated or prevented

characterize
pollution, the Commissioner may institute any procezding to requirs ALC to undertake
ate vielationis or pollution.

further investigation or further actior to prevent or ab

ALC's obligations under law. ‘Nothing in this Trading Agresment and Order shall refieve’

ALC of other obligations under applicable federal, state and local law.

No assurance by Commissioner. No provision of this Tradin g Agreement and Order and
ho action or inaction by the Commnrissioner shall bs construed o constifute an assurancs

by the Commissioner that the actions taken by ALC pursuant to this Tradin g Agreement
end Order will result in compliance,

Access o site. Any representativs of the Department of Environmenta] Protection may
enter the facility without prior notice for the purposes of monitorin g and enforcing the
actions raquired or allowesd by this Trading A¢reement and QOrder.

This Trading Agreément and Order neither creatss

No effect on richts of other DErsons.
palities that are not perties to thig Trading

nor affects any rights of persons or musnici
Agrezment and Order.

Within fifteen (13) days of the date ALC bacomes

. Notice to Commissioner of changss,
er this Trading

aware of a change in any information submitted to the Commissioner und
Agreement and Order, or that any such information was inaccurate or misleading or that
any relevant information was omitted, ALC shall submit the corract or omitied

information to the Commissioner.

Notification of Compliance. In the event that ALC becomes aware that it did not or may

not comply, or did not or may not comply on time, with-any requirement of this Trading

Agreement and Order or of any document required hereunder, ALC shall immediately
ual identified in the next paragraph and shall take 2li

notify by telephone the individ
reasonable steps to ensure that &ny noncompliance or delay is avoided or, if unavoidable,

<\ IS minimized to the greatest extent possible. Within five (5) days of the injtial notice,

o i 7 —
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Tradine Aereement and QOrder No. 8188

Aldlesheny Ludlum Corporation

ALC shall submit in writing the date, time, and duration of the noncompliance and the
reasons for the noncompliance or delay and propose, for the review and wriiten approval
of the Commissioner, dates by which compliance will be achieved, and ALC shall
coinply with any dates which may be approved in writing by the Commissioner.
Notification by ALC shall not excuse noncomohance or delay, and the Commissioner’s
approval of any compliance dates proposed shall not excuse noncompliance or delay
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PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

The following criteria were developed using U. S. Environmental Protection Agency (EPA)'s
State Implementation Plan (SIP) Completeness criteria found in Appendix V to 40 Code of
Federal Regulations, Part 51, and using the requirements of the Economic Incentive Program
(EIP) Final Rule, 40 Code of Federal Regulations Part 51.493, published April 7, 1994, 59 FR

16690.

A. PROGRAM SCOPE

Part I of this narrative is generic for Comnecticut's program. Part II of this narrative is specific to
the individual source involved and may be for one or more of the following: creation, use or
averaging of credits, including discrete emission reduction credits (DERCS) and allowances.

EPA has set forth its guidance for DERCs in Economic Incentive Program (EIP) guidance
designed to cover an entire range of market-based approaches for stationary and mobile sources,
one of which is emissions trading, including the creation of DERCs from NOx control and the
use of DERCs to meet NOx Reasonably Available Control Technology (RACT) requirements.
Creation of DERCs for use in compliance with the NOx RACT rules meets the criteria for such
programs set forth in the EIP rules. DERC creation is a type of emissions-limiting strategy, as

that term is used in EPA’s EIP guidance.

The present scope of this program is to approve creation of specific discrete emission reductions
from a single source, and thereby define them retrospectively as DERCs for use or trading until
May 1, 2003 by sources for compliance with the Regulations of Connecticut State Agencies
(Regulations), Section 22a-174-22, regarding control of nitrogen oxides (NOx). Record keeping
and monitoring by the Department, as described below, will allow an accurate retrospective
assessment of the number of major sources creating and/or using NOx DERCs as a method of
compliance. The DERC creator and user must comply with all other applicable local, state and
federal laws and regulations. ' ‘

B. STATEVMENT OF GOALS AND RATIONALE

The goal of the emissions trade is to lower the cost of compliance with NOx control
requirements. The purpose of approving these emission reductions as DERCs is to encourage the
over control of emissions, below the lower of actual or allowable emissions, and to provide
affected sources the flexibility of an altemative mechanism for meefing environmental
requirements as envisioned by the Connecticut NOx RACT regulations (Section 22a-174-22 of
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the Regulations).

An advantage of this mechanism is the incentive it provides sources of air contaminant emissions
to reduce their emissions below the limits that are established under traditional command and
control regulatory programs. It also improves rule effectiveness by allowing for timelier rule
compliance because more options are available to the regulated source. DERC trading is intended
to benefit both the environment and the regulated entities and can achieve equal or better
environmental results at a lower cost than traditional regulatory approaches.

Creation or use of DERCs in compliance with Section 22a-174-22 of the Regulations will not
interfere with reasonable-further-progress (RFP) demonsirations filed with EPA by the Staie of
Conmecticut. Indeed, the program should assist the DEP in advancing RFP. The DERC creator
and user of DERCs, will continue to report actual emissions. The state inventory will reflect
shutdowns or actual emissions as determined from an approved baseline of emissions indicated
" in each Trading Agreement and Order. The DEP monitors the generation of DERCs and the
eventual use of DERCs and conducts a yearly audit report of the program.

DERCs produced by the above-described methodology are real, quantifiable, surplus, permanent
and enforceable, as required by EPA EIP guidance. Specifically, the reductions are:

Real because they result in a reduction of actual emissions released into the air, net of any
consequential increase in actual emissions resulting from shifting demand. The emission
reductions are properly measured, recorded and reported.

Quantifiable because they are based on an appropriate reliable and replicable protocol, providing
the rate and total mass amount of reduction.

Surplus because they are not required by any Connecticut Statute or regulation mandated by a
current State Implementation Plan (SIP), and are not currently relied upon in any applicable
attainment plan, any reasonable further progress plan or milestone demonstration.

Permanent because the advanced control systems are in place and operating and an appropriate
tracking system is in place to monitor use of DERCs.

Enforceable because the DERCs are approved by the Commissioner retrospectively.

Creation and subsequent use of DERCs should be viewed as a program that operates within the
known constraints of RFP, the NOx rule, and other SIP requirements. Restrictions on the use of
DERCs will address concerns about RFP and attainment in a context of intertemporal trading.

Specifically, the Commissioner will require that:
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The DERCs must be certified by the Department prior to use.

DERCs generated during non-ozone season months may not be used during the ozorie
season. Only the DERCs produced durin § ozone-season months of May through
September are available for use during the ozone season.

DERGC:s are presently authorized only for the purpose of compliance with Section 22a-
174-22 of the Regulations for use before May 1, 2003.

Written permission must be obtained from the Commissioner before DERCs are utilized
by sources. Upon approval by the Commissioner, however, such DERCs may be used by
sources with valid Trading Agreement and Orders authorizing such use.

There is no effect on attainment because DERCs may presently not be used by sources beyond
the ozone attainment date of 2003. On an overall state basis, improved NOx rule-effectiveness
will assure that any excess in the number of DERCs used as compared to those created during
any particular time period will not have a si gnificant impact on projected reductions of NOx.
Careful tracking and monitoring of DERC generation and use will allow timely program
changes, as required. '

Use of these DERCs will not jeopardize RFP since the state's NOx rule emission limits for the
source creating the DERCs are more stringent than EPA's NOx RACT guidance (57 FR 55620,
November 25, 1992) and, therefore, a reduction beyond that federally-required will be oceurring.

A yearly audit and on-going tracking and monitoring of DERC use and creation by the state will
allow for timely program changes if the use of DERCs exceeds their creation by a significant
amount. A full program assessment will be conducted and the program may be extended beyond

April 30, 2003.

The creation and use of DERCs improves the probability of the REP demonstration as a result of
a combination of factors including seasonal shifting of NOx emissions from summer to winter, a
minimum ten (10) percent retirement of DERCs upon their creation to assure a benefit to the
environment and the inventorying of DERCs prior to use. There may be some environmental
benefit from removing NOx and other pollutants from the air at a time when emissions are at
higher levels and using them at a later time, Taken together, these benefits qualify as exceptional
under EIP requirements.

C. BASELINE

The program baseline is the Connecticut 1990 base year ozone emission inventory. This
inventory is the benchmark against which early emission reductions are measured by the state
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and serve as the starting point from which to generate a projected inventory for the ozone season
used in the ozone attainment demonstration analysis. Finally, it is the basis for the evaluation of
potential control strategies to meet the Clean Air Act mandates to reduce emissions. For
individual sources, the baseline will be the lower of actual or allowable emissions.

D. MONITORING, RECORD KEEPING AND REPORTING REQUIREMENTS

Subject sources will comply with the applicable provisions of Section 22a-174-22(k) of the
Regulations, Emissions Testing and Monitoring and Section 22a-174-22(]) of the Regulations,
Reporting and Record keeping. Records will be maintained for a minimum of five (5) years, and
will be made available during normal working hours for review by the Department upon request.

An accounting of the use of all DERCs created and approved by the Department will be provided
to the Commissioner no later than March 1 of every year for the preceding calendar year. This
reporting will be in a form prescribed by the Commissioner and will be used by the Department
to audit the program, to assure that DERCs are used only once, and to represent the DERCs and
their use in required EPA modeling, demonstration and reporting requirements.

The effects of the use of DERCs will be monitored by the state using an enhanced inventory
reporting procedure. Reporting for purpose of DERC use and for the annual emission inventory
program must be done on the same basis to address baseline accounting issues. Particular
emphasis is placed on the relationship of the creation and use of DERCs to determine if
additional restrictions are needed to assure that the use of DERCs does not jeopardize RFP.
After issuance of each Trading Agreement and Order the source using DERCs agrees to have
sufficient approved DERCs 1n its possession at all times fo provide for operation for the current
calendar month. At a minimum, any excess emissions not on hand, prior to use by an individual
source are corrected by requiring the source to retire the number of DERCs that should have been
on hand prior to use and an additional 100%. The Commissioner has provided notice to air
pollution control agencies of all adjacent states of this SIP revision.

E. IMPLEMENTATION SCHEDULE

Once approved, DERCs created may be used for approved purposes for compliance with the
NOx rule through April 30, 2003.

F. ADMINISTRATIVE PROCEDURES

This action will be submitted to EPA for théir review and approval as a revision to the State
Implementation Plan (SIP) for air quality, as required by the Clean Air Act. The authority to




Bristol-Meyers Squibb

adopt this revision is granted by Section 22a-6 of the Connecticut General Statutes (CGS).
Public notice has been provided as required in CGS Sections 22a-6, 4-168 and 40 Code of
Federal Regulations Part 51.102.

G. ENFORCEMENT MECHANISMS

Compliance is determined based upon emissions records, monitoring data, stack testing, DERC
ownership and use records and compliance with the trading agreement and order. Conditions of
the DERC Trading Agreement and Order will be subject to enforcement procedures and penalties
under Sections 22a-174-12 and 22a-174-22 of the Regulations.

H. AUDIT AND RECONCILIATION

The State of Connecticut will monitor the effects of creation and subsequent use of DERCs by
using the reporting procedures required herein. A summary of the creation and use of DERCs
will be prepared each year along with an audit of each source, which is conducted every spring,
and the program's overall performance is audited annually. Particular emphasis is placed on the
relationship of the creation and use of DERCs to determine if additional restrictions are needed
to assure that the use of DERCs does not jeopardize REP. Tracking and monitoring of DERC
use and creation will allow timely changes, if necessary. A complete review of the program has
been undertaken and extension of the program through April 30, 2003 is found to be desirable.

Another program review will be conducted before the program is extended beyond April 30,
2003.
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PART 2. DESCRIPTION OF DERC USE

. Administering Agency:
The State of Connecticut
Department of Environmental Protection, Bureau of Air Management

. Pollutant and Regulatory Standard Affected:
NOx: Regulations of Connecticut State Agencies (Regulations) Section 222-174-22.

. Source:
Bristol-Meyers Squibb
5 Research Parkway
Wallingford, Connecticut 06604
Registration Numbers 189-197-64
189-197-73

. Designated Representative:
Mr. Carl C. Noonan, CIH, CSP Tel: (203) 677-6342 Fax: (203) 677-6252

Associate Director-Environmental, Health and Safety
. CT Non-attainment Area Classification: Serious

. Summary of Compliance:
Time Period: On and after June 16, 1998 - prior to May 1, 2003.

Purpose: NOx emission compliance for two Peaking Units
Annual DERCs needed: Estimated 7 tons.
Max. Emission Rates: '

Taple 1 ‘
BMS - NOx EMISSION RATES AND RACT LiIMITS

" Stack Tesz

Emission Rates ({lb/MMBtu)
FLER RACT Test Date

Peaking Unit (ppmv} Stack Test

%40 KVA
Waukesha Diesel
Generator #1

1640.7 3.27 3.60 2.56 Nov 10, 193¢

940 KVA
Waukesha Diesel . . . Nov 10, 1999

Generator #2
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G. DESCRIPTION OF COMPLIANCE

Bristol-Meyers Squibb (BMS) is a Pharmaceutical Research and Development Company with its
principal place of business at 345 Park Ave., New York, NY. BMS operates two (2) Diesel
Generators (“peaking units”) identified in Table 1. Pursuant to Section 22a-174-22 of the
Regulations, the peaking units are required to meet the NOx RACT limit of 75 ppmvd. In order to
achieve compliance, BMS proposes to acquire emission reduction credits for the amount of NQOx
emissions that exceed the standard between Junel6, 1998 and May 1, 2003 or until it achieves
compliance through NOx controls or other approved means. Pursuant to Section 22a-174-22(3) of
the Regulations, BMS proposes to acquire sufficient quantities of approved DERCs in advance of
each month to offset excess NOx emissions on a monthly basis from the peaking unit in
accordance with the protocol of the Department’s “Credit Trading for Sources with Irregular NOx
Emissions”, dated February 27, 2001. Each month, the quantity of DERCs required to offset the
excess emissions generated during that month by the peaking units above the RACT limit will be
determined. DERC:s previously purchased and/or acquired and on-hand will be used to offset any
remaining balance of excess emissions (debits) for that month. Design margins will be applied to
the RACT emission rate for the peaking unit to ensure an environmental benefit,

BMS has initially acquired approved DERCs from The United Illuminating Company to offset
excess NOx emissions. The DERCs will be used thereafter in accordance with the requirements in
this SIP and attached Trading Agreement and Order No. 8220. Additional DERCs will be
purchased or acquired as needed prior to use based on anticipated future fuel use through May 1,
2003. The actual emission rate, as determined by approved stack test, and RACT rate for the

peaking unit are shown in Table 1.

The NOx emission test rate was determined during the official testing program (DEP approved
stack testing) conducted on November 10, 1999. The FLER, as shown in Table 1, is used to
calculate actual emissions for the peaking unit and is an enforceable limit. Prior to May 1, 2003,
BMS shali comply during operation of the peaking units with the F LER, the 5 percent design
margin, and the NOx emission limit shown in Table 1.

Beginning the month after execution of Trading Agreement and Order No. 8220, and no later than
the tenth day of each month, BMS will calculate actual DERCs used in the preceding calendar
meonth, in accordance with Trading Agreement and Order No. 8220. BMS shall calculate the actual
DERCs required for the calendar month for the peaking unit and fuel used by the peaking unit
operating in excess of the RACT limit, based on the following calculations (described also in
Exhibit | of Trading Agreement and Order No. 8220):




Bristol-Meyers Squibb

At all times (mass calculation):

DERCs (in tons) = [FLER - (.95 x RACT ] x (actual fuel use in MMBtu)]
2000 pounds/ton

During the ozone season only (peak day calculation):

The maximum actual excess NOx emissions (in 1bs) on'any of the days projected by
the Comumissioner to be “moderate to unhealthful,” “unhealthful,” or “very
unhealthful,” divided by 3 and then divided by 13 (with the result in tons):

DERCs (in tons) = [FLER - 0.95 x RACT ] x (actual fuel use in MMBtu/day)]
3 x [13 ibs/day/ton]

Where:
FLER = full load emiscion rate in Ibs'MMBtu presented in Table 1;

RACT rate = RACT rate in Ibs/MMBtu presented in Table I;
Discount = 5% design margin applied to the RACT rate.

As described in Exhibit 1 of Trading Agreement and Order No. 8220, to the extent that DERCs
used to offset on a peak day basis during the ozone season exceed the total mass excess emissions,
remaining DERCs may be used in the non-ozone season in the same or subsequent years until May
1, 2003. However, non-ozone season DERCs may only be used during the non-ozone season until

May 1, 2003.

H. SOURCE OF DERCS

On April 24, 2000 BMS acquired 25 approved DERCs from The United Illuminating Company to
offset excess NOx emissions. BMS may acquire additional approved DERCs at any time prior to
the need to use such DERCs. BMS will at all times maintain a balance of approved DERCs
sufficient to allow operation for the current month. If, upon audit or inspection, BMS fails to
demonstrate possession of an adequate amount of DERCs to cover the current tmonth, it will be
subject to violation as prescribed in Sections 22a-174-12 and 22a-174-22 of the Regulations.
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Trading Agreement

he State of Connecticut and Order No. 8220

and

)
)
)
)
)
)
)

Bristol-Meyers Squibb Company

Whereas, the Commissioner of Eavironmental Protection ("Commissioner") and Bristol-Mayers Squibb

Company ("BMS") agree that it is in the public interest that they work cooperaiively to improve the air
tate of Connecticut and tliat the ugs of discrete emission reduction credit ("DERC”)
sthisresultina timely and cost-sffestiva

quality within the S
trading to reduce nitro gen oxide ("NOX™) smissions will achiev

olanmer:

A, At the request and with the agreement of BMS, the Comimissioner finds the followine:
= ! . b4

BMS is'a Pharmaceutica] Research and Development Company with its principal place of

business at 345 Park Ave., New York, NY, BMS operates two (2) Diessa] Generators identified

1 Table 1 of this Trading Agreement and Order (“pezking units™) at 5 Reszarch Parkway,
Wallingford CT (“facility™). :
operated for non-emergency use (“peak shaving”™). The

174-22(b) of the Regulations of
-22(d)

On June 16, 1998 ths eaking units were
NOx emissions were 358.4 pounds. Pursuant to Section 22a-
Connecticut State Agencies (“Regulations”), the generators are subject to Section 22a-174
through (k) of the Regulations, pertainin g to the control of N Ox emissions.

Orficial U.S. Environmental Protection Agency (“EPA”) Reference Method 7E stack testing
performed on the dates indicated in Table I, resulted in NOx emission rates set forth in Table 1.
The emission rates for the peaking units and fue] specified in Table I are in excess of the limits
sst forth in Section 225-174-22(e), Tabja 22-1, of the Regulations Reasonably Avaijable Control

Technology (“"RACT™) emission rate lLimits.

In accordance with Section 22a-174-22(3) of the Regulations, BMS PIOposes that for the peaking
units identifisd in Table I, BMS shall nss DERC trading to comply with the applicable emission
limitation contained in Section 22a-174-22(e) of the Regulations.

urpose of this Trading Agresment and Order as those for

Approved DERCs are defined for the D
written authorization for use in compliance with Section

which the Commissioner hag provided
222-174-22 of the Regulations.

{ Printsd on Reoyeled Paper)

‘ .
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‘Table 1
BMS - NOx EMISSION RATES AND RACT LIMITS
Stack Test Emission Rates (Ib/MMBtu)

Peaking Unit FUEL (ppm¥) | [ Stack Test FLER RACT Test Date

940 KVA Waukesha

other :
Diesel Generator £1 e 1640.7 27 | 3. . Nov 10, 1999

. -\,
oil

940 KV A Waukesha other :
. 1499.0 . . . Nov
Diss=i Generator #2 o1l o Nov 19, 1999

BMS proposes to use Full Load Emission Rates ("FL ERs”) identified in Table 1 for the
purposes of calenlating the DERCs raquirad.

Pursuant to the Department of Environmental Protection’s “Credit Trading jor Sources
with [rregular NOx Emissions” policy, with a revised date of February 27, 2001 eftached
ereto and incorporated by reference into this Trading Agreement and Order as Exiubit 1,

fh se p=-ak1nc units have peak daily NOx emissions greater than three times the average
daily emissions during the ozone szason and are therefors considered sources with irregular

NOx emissions.

On April 24, 2000, pursuant to Section 222-174-22(j) of the Regulations, BMS acquire
from United IHuminating twenty-five (23) tons of approved ozone DERCs in order to msst
the requirements of RACT and the requirements of this Trading Agreement and Order

BMS intends to acquire approved DERCs as needed.

By Agreeing to the issuance ot Fthis Trading Agreement-and Order BMS makss no
admission of fact or law with respect to the matters addressed hersin.

The Commissicner, in accordance with the pro visions of this Tradmg Agreement and Order, and
pursuant to Section 22a-174-22 (j) of the Regulations hereby allows BMS to comply with Section
22a-174-22 of the Regulations through use of DERC trading referenced in Section A, hersin, to
achieve the nitrogen oxide CH‘lISSlOI‘l reduction raquired by Section 222-174-22(d)(1) of the

Regulations.

With the agreement of BMS, the Commissioner, acting under Conneciicut General Statuies
Sections 222-6, 22a-171, 22a-174, 222-176, and 222-177, orders BM S as follows:

s L
Initials__/i}:g‘d o | . Date 2’,{/? 0/
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Initizls
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On and after May 1, 1998 BMS shal] comply with the FLER’s shown in Table | above
during operztion of each peaking unit.

Upon issuance of this Trading Agreement and Order, BMS shall have in iig possession
sutficient approved DERCs to meet applicable RACT requirements and the reguirements
oI this Trading Agreement and Order.

On and after May 1, 1998 BMS shall, on a daily basis, document and record the emounts
of all fuel used by each peaking unit each d ay and the number of DERCs used for the
0zone season (from May 1 through September 30 of each year) and non-ozone season (the
rematider of the year).

Pursuant to Section 22a-1 74-22(3) of the Regulations, BMS shall ‘acquire sufficient

- approved ozone season and no-0zone season DERCs in order to meet applicable RACT

requirements and the requirements of this Irading Agreement and Order for the following
month’s operation. In accordance with Exhibit 1 of this Trading Agreement and Order,

- 0Zone season DERCs for use during the ozone season shall be purchased by BMS prior to

the beginming of the 6zone season: Approved DERCs shall ba acquired until the peaking
units achieve permanent complience with ths emissions standards n Section 22a-1 74-22(e)
of the Regu]ations or until May 1, 2003, whichever occurs first.

On and after May 1, 1998 BMS shall maintain and provide the records required by -
paragraph C.3. of this Trading Agreement and Order n accordance with the following
and Section 22a-174-4 of the Regulations, and shall:

Ll

Have in its possession sufficient approved DERCs for the current day, base
on the followin g calculztions (described also in Exhibit 1);

At all times (mass calculation):

DERCs (1:11 tons) =[((FLER in l’bs/MMBtu) - (0.95 x NOx RACT in
Ibs/MMBtu)) x (actual fuel use in [bs/MMBtu)] / 2000 pounds/ion

During the 9z0ne season only (peak day calculation):

i

the maximum actual excess NOx emissions (in Ibs) on any of the days
projected by the Commissioner to be “moderate to unhealthful
“unhéalthful,” or “very unhealthful,” divided by 3 and then divided by 13
(with the result in tons): _

DERCs (in tons) = | (Maximum excess NOx in Ibs)
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_ Bristol-Meyers Squibb Company

As described in Bxhibit 1 of this Trading Aereement and Order, to the extent
that DERCs used to offset on a peak-day basis during the ozone season
sxceed the total mass excess emissions, remaining DERCs may be used in the
non-ozone season in the same or subssquent years until May 1, 2003;

Adjust upwards by 100% the DERCs required if DERCs are not in BMS’s
possession prior to use. However, nothing in this Trading Agreement and
Order shall affect the Commissioner’s authority to institute any proceading or
take any action to require additional upward adjustmént based on the gravity
of the alleged noncompliance or violation of law,

Document and record daily fuel use, excess NOx emissions and, during the
ozone season, the ozone classification as forscasted by the Commissioner on

the previous day;

No later than March 1, 2002, 2003 and 2004, include with its anmual
emissions report to the Comsnissioner, DERCs used, calculated as describsd
in section C.5.a. and C.5.b. of this Trading Agreement and Ozder, by ozone
and non-ozone seasons, for the previous calendar year:

~ Retain the records and supporting documentation s described in this section
for 2 minimum of five years, comimsncing on the date such records are

created:;

Maintain documentzation to attest to the fact that DERCs used during the
ozone season were generated during the ozone season. The ozone s=2ason 1s
from May 1 through September 30 in any calendar year. Generator
certification of this fact shall be sufficient; and

Provide the records specified above to the Commissioner within thirty (30)
days of rzceipt of a written request from the Commissioner

For the period betwesn June 16, 1998 and April 24, 2000, BMS shall retirs 15
DERCs (two times the actual amount of excess NOx smissions during this time

period) no later than ten (10) days after the issuancs of this order.

No later than May 1, 2003, BMS shall comply with the requirsments of Section 22z~
- 174-22(d)(1) of the Regulations. However, after full program review of this and

other Trading Agresements and Orders and, if determined to be appropriate, the

Commissioner may grant a written extension of this Trading Agreement and Order

The FLER’s may be adjusted upon satisfactory demonstration to the Dzpariment and
written approval by the Comimissioner. ' _

e ’ )
Initials /£ ,)f;”ﬁ _ - Date 5"{/ 2,// o/
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Non-compliance with the established FLER shall subject BMS to make restitution by
matching the quantity of emissions ("true up”) caused by the exceedance plus a
100% premium. The true up in tons of DERCs shail be equal to the FLER
exceedance in Ibs/MMBty, multiplied by the total heat input during the period of
honcompliance divided by 2000 Ihs/ion,. If the period of non-compliance is not
known, the time period from comipletion of the last/previous Department witnessed
stack test through the date the FLER compliance is achieved as approved by the
Commissioner shall be used. However, nothing in this trading Agreement and Order
shall affect the Commissioner’s aus otity fo institute any proceeding or take any
other action to require additional upward adjustment, based on the gravity of any
alleged noncompliance or violation of faw.

Pursuant to Seétion 222-174-22(k) of the Regulations, BMS shall conduct NOx
emission testing of the peaking units at least once every five years Commencing fom
the date identified in Table 1 of this Trading Agreement and Order,

Approvals. BMS shall uss best efforts to submit to the Commissioner a]] documents

equired by this Tradin g Agreement and Orderin a complete and approvable forr.
Ifthe Commissioner notifies BMS that any document or other action is deficient, and
does not approve it with conditions of modifications, it is deemed disapproved, and
BMS shall correct the deficiencies.and resubmit it within the time specified by the
Commissioner.or, if no fime js specified by the Commissioner, withia 30 days of the
Commissioner's notice of deficiencies. In approving any document or other action
under this Trading Agresment 2nd Order, the Commissioner may approve the
document or other action zs submitted 6r performed or with such conditions or
modifications as the Commissioner deems necessary to carry out the puiposess of this
Trading Agreement and Order. Nothing in this paragraph shall excuse
noncompliance or delay,

Definitions. As usad in this order, "Commissioner" o cans the Commissioner of
Environmental Protection or an agent of the Commissioner. “Other 01l” mezns 2 fuel
that is liquid at standard conditions and is not residual oil. "Ozone season” means the

eriod from May 1 through September 30 in any given calendar year, “Issnance”
means the date this Trading Agreement and Order is deposited in the /.. Mail or the
daete it is personally delivered, whichever is earljer. '

Dates. The date of submission to the Cormmissioner of any document raguirsd oy
this Trading Agreement and Order shall be the date such document is recejved by the
Commissioner. The datz of any notice'by the Commissioner uader this Trading
Agreement and Order, including but not limited to notica of approval or disapproval

of any document or other action, shall be the date such notice 1s deposited in the U.S,
mail or is personally delivered, whichever is earlier. Bxcept as otherwiss specified in

_ Dota 2/ L.
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this Trading Agreement and Order, the word "day" as used in this Trading
Acreement and Order means calendar day. Any document or action which is
required by this Trading Agreement and Order to be submitted or performed by a
date which falls on a Saturday, Sunday or a Connecticut or federal holiday shall be
submitted or performed by the next day which isnot a Saturday, Sunday or

Connecticut or federal hohday

Certification of documents. Any document, including but not limited to any notice,
which is required to be submitted to the Commissioner under this Trading
Agreement and Order shall be signed by the responsible corporate officer of BMS or
a duly authorized representative of such officer, as those terms are defined in Section
22a-430-3(b)(2) of the Regulations, and by the individual or individuals responsible
for actually preparing such document, sach of whom shall examine and be familiar
with the information submitted in the document and all aftachments thereto, and shall
make inquiry of those individuals responsible for obtaining the information to
stermine that the information is true, accurate, and complete, and each of whom

shall certify in Writing as follows:

"I have personally examined and am famlhar with the information submitted in this
document and all attachments thereto, and I certify that based on reasonable
investigation, including my inquiry of those individuals 1 VSponmble for obtaining the
information, the submitted information is true, accurate and complete to the bastof
my knowledge and belief. I understand that any false stetement made in the
submitted information may be punishable as a criminal offense under Section'22a-
175 of the Connécticut General Statuies or, in accordancs with Section 22a-6 of the
Connecticut General Statutes, under Section 532-157b of the Connecticut General
Statutes, and in accordence with any other applicable statute.”

Noncompliance. This Trading Agrsement and Order is a final order of the
Commissioner with respect to the meatters addressed herein, and is nonappealablz and
immediately enforceable. Failure to comply with this Trading Agreament and Order
may subject BMS to an injunction and papalties. '

False statements. Any false statement in any information submitted pursuant to this
Trading Agreement and Order may be punishable as a criminal offense under Section
22a-175 of the Conneacticut General Statutes o, in accordance with Section 22a-6,
under Section 532-157b of the Connecticut General Statutes.

Notice of transfer; liability of BMS and others. Uniil BMS has fully complied with

this Trading Agresment and Order, BMS shall notify the Commissioner in wnilng no
later than fifteen (13) days aiter transferring ali or any portion of the facility, the
operations, the site or the business which are the subject of this Trading Agreement
and Order, or obtaining a new mailing or location address. Any license transfer shall
be conducted in accordance with Section 222-60 of the Connecticut General Statutes.

Initials é AP Date f/{f Z /’23/
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.BMS’s obligations under this Trading Agreement and Order shall not bs affected by
the passage of title to any property to any other parson or municipality.

Commissioner's powers. Nothing in this Trading Agreement and Orzder shall affect
the Commissioner's authority to institute any proceeding or take any other action to
prevent or abate violations of law, prevent or abate pollution, recover costs and
natural resource damages, and to impos¢ penalties for violations of law which are
‘willful or criminally negligent or for which penaities have not been specifically
provided in this Trading Agreement and Order, including but not limited to
violations of any permit issued by the Commissioner. If at any time the
Commissioner determines that the actions taken by BMS pursuant to this Trading
Agreement and Order have not fully achieved compliance with Section 22a-174-22
of the Regulations, the Commissioner may insfitute any proceeding against BMS
and/or require BMS to undertake further investigation or further action.

BMS's obligations nnder law. Nothing in thiis Trading Agresment and Order ghall
relieve BMS of other obli gations under applicable federal, state and local law.

No assurance by Commissioner. No provision of this Tradin g Agreement and Order
and no action or inaction by the Commissioner shall ba construed to constitute an
assurance by the Comimissioner that the acions taken by BMS pursuant to this
Trading Agreement and Order will result in compliatice or prevent or abats pollution.

Access to records and racility. Any representative of the Department of
Environmental Protection may enter and inspect the facility and inspect and copy
records within normal business-hours without prior notics for the purposes of
¢actions required or allowed by this Trading Agraement

monitoring and enforcing th
and Order.

No effect on dehts of other persons. This Trading Agresment 2nd Order shall
neither create nor affect any rights of persons who or municipalities which are not

parties to this Trading Agrezment and Order.

No Crzation of Property Rights. This Trading Agraement and Order does not create
any property rights with respect {0 these DERCs,

Notice to Commissioner of changes. Within fifteen (15) days of the date BMS
becomes awars of a change in any information submit‘ed to the Commissioner under -
this Trading Agreement and Order, or that zny such information was inaccurate or
musleading or that any relevant information was oinitfcd, BMS shall submit the
correct or omitted information to the Commissioner.

Notification of noncompliance. In the event that BMS becomes aware that it did not
0T may not comply, or did not or may not comply on time, with any requirement of
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this Trading Agreement and Order or of any document required hersunder, BMS
shall by telephone immediately notify the Bureau of Air Management and shzli take
all reasonable steps to ensure that any noncompliance or delay is avoided or, if
unavoidable, is minimized to the greatest extent possible. BMS shall also notify the
Commissioner in writing within ten days of becoming aware of the noncompliance
or potential noncomipliance stating the date, time, and duration of the noncompliance,
the reasons for the noncompliance or dzlay and all activities which BMS and its
agents, employees and representatives took to avoid or repair the results of the

noncompliance and prevent the noncompliance, and propose, for the review and

oner, dates by which comphance will be achisvad.

written approval of the Comimissi
BMS shazll comply with any dates, which may be approved in wrifing by the

" Commissioner. Notification by BMS shall niot excuse noncompliance or delay, and
the Cominissioner's approval of any compliance dates proposed shall not excuse
noncompliance or delay unless specifically so stated by the Commissioner in writing

Submission of documents. Any document required to bz submiited to the
Commissioner under this Trading Agreement and Order shall, unless otherwise
specified in writing by the Commissioner, be dirscted fo:

Mr. Michael LaFizur

spartment of Environmental Protection
Bureau of Air Management
Compliance and Field Operations Division
Emissions and Credit Trading Section
79 Elm Street ‘
Hartford, Connscticut 06106

| 7, 2 ’ -
nitials_ /ﬁ,y Dats_Z/07 /27
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BMS consents 1o the issuance of this Trading Agreement and Order without further notice. The
undersigned certifies that he/she is Iuily authorized fo enter ints this Trading Agreement and Order and to
legally bind BMS to the terms and conditions of the Trading Agreement and Order.

Bristol-Meyers Squibb Company

Signature: Af &4&1% Vo -
{

Type Name: Bernard £, ﬁessinger

Type Title: ST+ Director Facilities

Dats: 9/ ’;_f?pff/ﬂ

Issued as a final consent order of the Commissioner of

Environmental Protection on % Z3 | 2001.
. F

Arthu%ﬁ!}bcque, Irj

77 :
Cox;qgms foner {/

TOWN OF WALLINGFORD
LAND RECORDS

MAJLED CERTIFIED MAIL,
RETURN RECEIPT REQUES TED

Certifiad Document




[Note: This sheet is not a part of the order and is only attached to the original order which is retained in
separate DEP files which are accessible to the public with close supervision. The order must be mailed to
the User by certified mail, return receipt requested. If the User is a business, send a certified copy to the

attention of a person at the business. ]

Certification of Mailing

On l/}"“(v‘ 2001, at =X AM. /?/M_) I mailed a ceriified copy of Trading Agreement and Order
No. 8220 to the following, by placmmtm the [U.S. mailinterdepartimental mail]: :

On , 2001, at A M./P M., [ mailed a plain copy of Tr: admc Agrzement and Order
No. 8220 to the following, by p]acmg it in the [U S. mail/interdeparimental mail}:
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PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

The following criteria were developed using U. S. Environmental Protection Agency’s (EPA) State
Implementation Plan (SIP) Completeness criteria found in Appendix V to 40 Code of Federal
Regulations, Part 51, and using the requirements of the Economic Incentive Pro gram (EIP) Final
Rule, 40 Code of Federal Regulations Part 51.493, published April 7, 1994, 59 FR 16690.

A. PROGRAM SCOPE

Part I of this narrative is generic for Commecticut’s program. Part IT of this narrative is specific to the
individual source involved and may be for one or more of the following: creation, use or averaging of
. credits, including discrete emission reduction credits (DERCS) and allowances.

EPA has set forth its guidance for DERCs in EIP guidance designed to cover an entire range of
market-based approaches for stationary and mobile sources, one of which is emissions trading,
including the creation of DERCs from nitrogen oxides (NOx) control and the use of DERCs to meet
NOx Reasonably Available Control Technology (RACT) requirements. Creation of DERCs for use
in compliance with the NOx RACT rules meets the criteria for such programs set forth in the EIP
rules. DERC creation is a type of emissions-limiting strategy, as that term is used in EPA’s EIP

guidance.

The present scope of this program includes approval of creation and use of specific discrete emission
reductions from a single source, and thereby define them retrospectively as DERCs for use or trading
until May 1, 2003 by sources for compliance with the Regulations of Connecticut State Agencies
(Regulations), Section 22a-174-22, regarding control of NOx. Record keeping and monttoring by the
Department, as described below, will allow an accurate retrospective assessment of the number of
major sources creating and/or using NOx DERCs as a method of compliance. The DERC creator and
user must comply with all other applicable local, state and federal laws and regulations.

B. STATEMENT OF G_OALS AND RATIONALE

The goal of the emissions trade is to lower the cost of compliance with NOx control requirements.
The purpose of approving emission reductions as DERCs is to encourage the over control of
emissions, below the lower of actual or allowable emissions, and to provide affected sources the
flexibility of an alternative mechanism for meeting environmental requirements as envisioned by the
Comnecticut NOx RACT regulations (Section 22a-174-22 of the Regulations).

An advantage of this mechanism is the incentive it provides sources of air contaminant emissions to
reduce their emissions below the limits that are established under traditional command and control
regulatory programs. It also improves rule effectiveness by allowing for more timely rule compliance
because more options are available to the regulated source. DERC trading is intended to benefit both
the environment and the regulated entities and can achieve equal or better environmental resuits at a
lower cost than traditional regulatory approaches.
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Creation or use of DERCs in compliance with Section 22a-174-22 of the Regulations will not
interfere with reasonable-further-progress (RFP) demonstrations filed with EPA by the State of
Connecticut. Indeed, the program should assist the DEP in advancing RFP. The DERC creator and
user of DERCs, will continue to report actual emissions. The state inventory will reflect shutdowns
or actual emissions as determined from an approved baseline of emissions indicated in each Trading
Agreement and Order. The DEP monitors the generation of DERCs and the eventual use of DERCs

and conducts a yearly audit of the program.

DERCs produced by the above-described methodology are real, quantifiable, surplus, permaﬁent and
enforceable, as required by EPA EIP guidance. Specifically, the reductions are:

Real because they result in a reduction of actual emissions released into the air, net of any
consequential increase in actual emissions resulting from shifting demand. The emission reductions

are properly measured, recorded and reported.

Quantifiable because they are based on an appropriate reliable and replicable protocol, providing the
rate and total mass amount of reduction.

Surplus because they are not required by any Connecticut Statute or regulation mandated by a current
State Implementation Plan (SIP), and are not currently relied upon in any applicable attainment plan,
any reasonable further progress plan or milestone demonstration.

Permanent because the advanced control systems are in place and operating and an appropriate '
tracking system is in place to monitor use of DERCs.

Enforceable because the DERCs are approved by the Commissioner retrospectively.

Creation and subsequent use of DERCs should be viewed as a program that operates within the
known constraints of RFP, the NOx rule, and other SIP requirements. Restrictions on the use of
DERCs will address concerns about RFP and attainment in a context of intertemporal trading. -

Specifically, the Commissioner will require that:
The DERCs must be certified by the Department prior to use.

DERCs generated during non-ozone season months 'may not be used during the ozone season.
Only the DERCs produced during ozone-season months of May through September are
available for use during the ozone season.

DERCs are presently authorized only for the purpose of compliance with Section 22a-174-22
of the Regulations for use before May 1, 2003.

Written permission must be obtained from the Commissioner before DERCs are utilized by
sources. Upon approval by the Commissioner, however, such DERCs may be used by sources
with valid Trading Agreement and Orders authorizing such use.
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On an overall state basis, improved NOx rule-effectiveness will assure that any excess in the number
of DERC:s used as compared to those created during any particular time period will not have a
significant impact on projected reductions of NOx. Carefil tracking and monitoring of DERC
generation and use will allow timely program changes, as required. _

Use of DERCs will not jeopardize RFP since the state's NOx rule emission limits for the sources
creating and/or using DERCs are more stringent than EPA's NOx RACT guidance (57 FR 55620,
November 25, 1992) and, therefore, a reduction beyond that federally-required will be occurring,

A yearly audit and on-going tracking and monitoring of DERC use and creation by the state will
allow for timely program changes if the use of DERCs exceeds their creation by a significant amount.
A full program assessment will be conducted and the program may be extended beyond April 30,

2003.

The creation and use of DERCs improves the probability of the RFP demonstration as a result of a
combination of factors including seasonal shifting of NOx emissions from summer to winter, a
minimum ten (10) percent retirement of DERCs upon their creation to assure a benefit to the
environment and the inventorying of DERCs prior to use. There may be some environmental benefit
from removing NOx and other pollutants from the air at a time when emissions were at higher levels
and using them at a later time. Taken together, these benefits qualify as exceptional under EIP
requirements.

C. BASELINE

The program baseline is the Connecticut 1990 base year ozone emission inventory. This

inventory is the benchmark against which early emission reductions are measured by the state and
serve as the starting point from which to generate a projected inventory for the ozone season used in
the ozone attainment demonstration analysis. F mally, it is the basis for the evaluation of potential
control strategies to meet the Clean Air Act mandates to reduce emissions. For individual sources the
baseline will be the lower of actual or allowable emissions.

D. MONITORING, RECORD KEEPING AND REPORTING REQUIREMENTS

Subject sources will comply with the applicable provisions of Section 22a-174-22(k) of the
Regulations, Emissions Testing and Monitoring and Section 22a-174-22(1) of the Regulations,
Reporting and Record keeping. Records will be maintained for a minimum of five (5) years, and will
be made available during normal working hours for review by the Department upon request,

An accounting of the use of all DERCs created and approved by the Department will be provided to
the Commissioner no later than March 1 of every year for the preceding calendar year. This reporting
will be in a form prescribed by the Commissioner and will be used by the Department to audit the
program, to assure that DERCs are used only once, and to represent the DERCs and their use in




Combustion Engineering SIP Narrative Trading Agreement and Order No. 8154 Mod. 3

required EPA modeling, demonstration and reporting requirements.

The effects of the use of DERCs will be monitored by the state using an enhanced inventory reporting
procedure. Reporting for purpose of DERC use and for the annual emission inventory program must
be done on the same basis to address baseline accounting issues. Particular emphasis is placed on the
relationship of the creation and use of DERCs to determine if additional restrictions are needed to
assure that the use of DERCs does not jeopardize RFP. After issuance of each Trading Agreement
and Order the source using DERCs agrees to have sufficient approved DERCs in its possession at all
times to provide for operation for the current calendar month. At a minimum, any excess emissions

~ not on hand, prior to use by an individual source are corrected by requiring the source to retire the
number of DERCs that should have been on hand prior to use and an additional 100%. The
Commissioner has provided notice to air pollution control agencies of all adjacent states of this SIP

IEeVISIOn.
E. IMPLEMENTATION SCHEDULE

Once approved, DERCs created may be used for approved purposes for compliance with the NOx
rule through April 30, 2003.

F. ADMINISTRATIVE PROCEDURES

This action will be submitted to EPA for their review and approval as a revision to the SIP for air
quality, as required by the Clean Air Act. The authority to adopt this revision is granted by Section
22a-6 of the Connecticut General Statutes (CGS). Public notice has been provided as required in
CGS Sections 22a-6, 4-168 and 40 Code of Federal Regulations Part 51.102.

G. ENFORCEMENT MECHANISMS

Compliance is determined based upon emissions records, monitoring data, stack testing, DERC
ownership and use records and compliance with the Trading Agreement and Order. Conditions of the
DERC Trading Agreement and Order will be subject to enforcement procedures and penalties under
Sections 22a-174-12 and 22a-174-22 of the Regulations.

H. AUDIT AND RECONCILIATION

The State of Connecticut will monitor the effects of creation and subsequent use of DERCs by using
the reporting procedures required herein. A summary of the creation and use of DERCs will be
prepared each year along with an audit of each source, which is conducted every spring, and the
program’ s overall performance is audited annually. Particular emphasis is placed on the relationship
of the creation and use of DERCs to determine if additional restrictions are needed to assure that the
use of DERCs does not jeopardize RFP. Tracking and monitoring of DERC use and creation will
allow timely changes, if necessary. A complete review of the program has been undertaken and
extension of the program through April 30, 2003 is found to be desirable. Another program review

" will be conducted before the program is extended beyond April 30, 2003.
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PART 2. DESCRIPTION OF DERC CREATION AND/OR USE
By Trading Agreement and Order

A. Administering Agency:
The State of Connecticut
Department of Environmental Protection
Bureau of Air Management

Pollutant and Regulatory Standard Affected :

NOx Regulations of Connecticut State Agencies (Regulatidns) Section 22a-174-22

Source :
Combustion Engineering, Inc. (CE)
2000 Day Hill Road

Windsor, CT 06095
Permit or Registration Number: R212-09, R212-10, P212-08

. Designated Representative:

Mr. Keith Knauerhase, Tel: (860) 285-9694

Title: Environmental Services Leader Fax: (860)285-5392

E. Nonattainment Area Classification: Serious

F. Summary of Compliance:
Time Period: On and after May 31, 1995 - prior to May 1, 2003.
Purpose: NOx emission reduction compliance for the units in Table 2:
Annual DERCs needed: Estimated 6 tons.
Max. Emission Rate: Full load emission rates (FLERSs) (see Table 2 below):

Table 2
{Revised 8/31/00)
CE — FLERs and NOx Emission Rates
FLER NOx EMISSION RATE LIMITS

UNIT FUEL (1b/MMBtu) (1b/MMBtu)

Boiler No. 3 No. 6 cil 0.39 0.25
Boiler No. 4 No. 6 oil 0.47 0.25
Boiler No. 5 No. 6 o1l 0.37 0.25
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DESCRIPTION OF COMPLIANCE

The following is a summary of Combustion Engineering’s compliance issues and a description of
how Combustion Engineering (CE} will comply with Section 22a-174-22 of the RCSA through
Modification No. 3 (Modification No. 2 was cancelled unissued) to the original Trading Agreement
and Order No. 8154 issued on December 11, 1997 (See attachment).

CE is a Connecticut facility that is involved in the design, manufacturing and testing of steam boilers
and other energy producing equipment. At the facility, CE operates boiler Nos. 3, 4, and 5, which
burn natural gas and #6 oil, and are subject to Section 22a-174-22 of the Regulations of Connecticut
State Agencies. The subject boilers provide steam for heating and various process applications.

G.1 Summary of Trading Requirements

This modification reduces the full load emissions rates (FLERs) used to calculate the the quantity of
discrete emission reduction (DERCs) used when burning #6 oil in boiler Nos. 3, 4, and 5. DEP
witnessed stack testing performed on, 4/22/97, 4/18/97 and 3/4/98 determined that the original FLERs
were considerably higher than necessary and CE requested that they be reduced to a more reasonable
and cost effective level. The new stack test results are shown in Table 1 below:

Table I
CE — NOx EMISSION RATES AND RACT LIMITS (Ibs/MMB1tu) (Revised 8/31/00)
REG. Or HEAT INPUT STACK TEST RACT RATE

UNIT PERMIT No. FUEL {(MMBtu) RATE

No. 6 oil 14.3. 0.338 0.25
No. 3 No. 2 oil i4.3 0.18 0.20
Nat. Gas ' 13.8 0.11 0.20
No. 6 oil 30.8 0.403 0.25
No. 4 No. 2 oil 30.8 0.17 0.20
Nat. Gas 30.0 0.10 0.20

Boiler R212-09

Rotler R212-10

Boiler P212-08 No. 6 oil 30.8 0.317 0.25
No. 5 No. 2 oil 30.8 0.098 ' 0.20
Nat. Gas 30.0 0.101 0.20

The revised lower FLERs contained in Trading Agreement and Order No. 8154 modification No. 3
are shown in Table 2 below:

Table 2
(Revised 8/31/00)
CE — FLERs and NOx Emission Rates

UNIT

Original
FLER
{Ib/MMBtu)

Stack Test
Rate

Revised
FLER
{Ib/MMBtu)

NOx EMISSION
RATE LIMITS
(IbMMBm)

Boiler No. 3

0.504

0.338

0.39

0.25

Boiler No. 4

0.504

0.403

0.47

0.25

Boiler No. 5

0.504

0.317

0.37

0.25
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(.2 Special Reguirements

If CE exceeds any of the FLERs specified in Tzble 2 of the Trading Agreement and Order, within sixty
(60) days of CE having knowledge of the FLER exceedance, CE shall purchase and retire DERCs to
offset excess emissions from the FLER exceedance. Such DERCs shall be equal to the exceedance in
pounds pér hour per boiler multiplied by the total operating hours of each boiler exceeding the FLER
and summed together to determine the total insufficiency plus a 100% premium..

If the period of non-compliance with the FLER is not known, the time period since the last previous
stack test shall be used to calculate the period of non-compliance unless evidence demonstrating, to the
Commissioner’s satisfaction, that a different time- period should be used is submitted by CE to the
Commissioner, in writing, within thirty 30 days of CE having knowledge of the FLER exceedance, and
the Commissioner in his sole discretion accepts such time period.

All other terms and conditions of Trading Agreement and Order No. 8154 issued by the Commissioner
acting under Sections 22a-6, 22a-171, 22a-174, 22a-176 and 22a-177 of the Connecticut General
Statutes shall remain in effect.

H. SOURCE OF DERCS

CE has procured a total of 46 tons of approved ozone season DERCs (40 ozone and 6 non-ozone)

from Clean Air Action on or about the following dates: 12 tons 10/3/97, 5 tons 1 1/24/97, 6 tons
3/30/00, 2 tons 6/30/00, 6 tons 10/26/00, 9 tons 5/3/01 of ozone and 6 tons 5/11/01 non-ozone. CE
may acquire additional approved DERCs at any time prior to the need to use such DERCs. CE will at
all times maintain a balance of approved DERCs sufficient to allow operation for the current month.
I, upon audit or inspection, CE fails to demonstrate possession of an adequate amount of DERCs to
cover the current month, it will be subject to violation as prescribed in Sections 22a-174-12 and 22a-
174-22 of the Regulations.




STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAT, PROTECTION

STATE OF CONNECTICUT , IRADING AGREEMENT and
and ORDER NO. 8154

COMBUSTION ENGINEERING, INC, MODIFICATION No, 3

TRADING AGREEMENT AND ORDER MODIFICATION

In the matter of a Trading Agreement and Order between the Commissioner of Environmental Protection
(“Commissioner”) and Combustion Engineering, Inc. (“CE”).

WHEREAS, the Commissioner and CE, having agreed to the terms and conditions set forth in
Trading Agreement and Order No. 8154 issued on December 11, 1997, and a Modification thereto issued
on June 3, 1998, do now, by mutual agreement, modify Trading Agreement and Order No. 8§154;

WHEREAS, paragraph C.6. of the terms and conditions set forth in Trading Agreement and
Order No. 8154 issued on December 11, 1997, state that “FLERs, stack test rates and fuels in Tables 1
and 2 may be modified only after the consent of the Commissioner by written modification of this

Trading Agreement and Order” ;

WHEREAS, CE has completed Department of Environmental’ Protection (“DEP”) approved
stack testing when firing #6 fuel oil for boilers Nos. 3, 4, and 5 on 3/4/98, 4/22/97 and 4/18/97 and the

results have been approved by the DEP; and, :

WHEREAS, the Commissioner and CE, having agreed to the terms and conditions set forth in
Trading Agreement and Order No. 854 do now, by mutual agreement, modify this order as follows:

1) Delete paragraph A.3. and substitute the following therefor:

Official U.S. Environmental Protection Agency (“EPA”) Reference Method 78 stack testing
performed on 3/4/98, 4/22/97 and 4/18/97 for boilers Nos. 3, 4, and 5 respectively, resulted

m NOx emission rates as follows:

Table1l -
CE - NOx EMISSION RATES AND RACT LIMITS (Ibs/MMBtu) (Revised 4/15/0 0)
l REG. Or HEAT INPUT | STACK TEST , RACT
UNIT | PERMIT No. FUEL (MMBti) RATE RATE
Boiler R212-09 / No. 6 oil 14.3 / 0.338 0.25

No.3 Nao. 2 oil 14.3 0.18 0.20
Nat. Gas 13.8 0.11 0.20

Boiler R212-10 /No.6oi1 30.8 0.403 0.25

No. 4 Ne. 2 oil 30.8 0.17 ¢.20
Nat. Gas . 30.0 0.10 .20

308 0.098 0.20
30.0 0.101 0.20

No. 2 61l
Nat, Gas

No. 5

Boiler P212-08 / No. 6 oil / 30.8 0.317 0.25
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Trading Agreement and Order
No. 8154 Mod. No. 3

Combustion Engineering. Inc.

2) Delete Table 2 of paragraph C.2 and substitute the followin g therefor:

Table 2
CE — FLERs and NOx Emission Rates (Revised 8/31/00)
FLER NOx EMISSION RATE
UNIT FUEL | (Ib/MMBtu) LIMITS (Ib/MMBtu)
Boiler No. 3 No. 6 oil ' 0.39 0.25

Boiler No. 4 No. 6 o1l 0.47 0.25

Boiler No. 5 - No. 6 oil 0.37 0.25

3) Delete paragraph C.6 and substitute the following therefor:

a. If CE exceeds any of the FLERs specified in Table 2 of this Trading Agreement
-and Oider, within sixty (60) days of CE having knowledge of the FLER.
exceedance, CE shall purchase and retire ERCs to Offset excess emissions from
the FLER exceedance. Such ERCs shall be equal to the exceedance in pounds
per hour per boiler muliiplied by the total operating hours of each boiler '
exceeding the FLER and summed together to determine the total insufficiency

plus a 100% premium.

If the period of non-compliance with the FLER is not known, the time period since
the last previous stack test shall be used io calculate the pertod of non-compliance
unless evidence demonstrating, to the Commissioner’s satisfaction, that a different
time period should be used is submitted by CE to the Commissioner, in writing,
within thirty 30 days of CE having knowledge of the FLER exceedance, and the
Commissioner in his sole discretion accepts such time period.

All other terms and conditions of Trading Agreement and Order No. 8154 issued by the
Commissioner acting under Sections 22a-6,22a-171, 22a-174, 22a-176 and 22a-177 of the

Connecticut General Statutes shall remain in effect.

”‘/? T
o,
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Trading Agreement and Order
No, 8154 Mod. No. 3
0. 0194 Mod. No, 3
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Combustion Engineering, Inc. hereby consents to the entry of this modification t6 the T rading Agreement
and Order without further notice.

Combustion Enomcermg Ine.

Si gnature:

Type Name: R. Reith Knauerhase

Type Title: _ Manager, Environmenta] Engineering

Date: _marcn og 20072

Entered as 2 modification of an Order of the Commisgioner of Environmental Protectlon
numbered 8154 this 2,5 j ,
—_—

ori (- 200

day of

TOWN OF WINDSOR
LAND RECORDS

MAILED CERTIFIED MAIL,
RETURN RECEIPT REQUES TED

Certified Document No. 7001 0360 003 0796 2466
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STATE OF CONNECTICUT
DEPARTMENT OF ENVIRONMENTAL PROTECTION

Mr. Keith Knaverhausr, Manager of anronmen tal Operations
Combustion Engineering, Inc..

P.0O. Box 500

2000 Day Hill Road

. Windsor, CT 06093

Re: Trading Agreement and Order No. 8154, Modification No. 3

ear Mr.Knaverhausr:

Enclosed you will find Trading Agreement and Order No. 8154, Modification No. 3 for review and
signature. This letter follows the request by Combustion Engineering, Inc. t6 decrease the full
load emission rates (FLERS) for boilers 3, 4, and 5 when burnin g No. 6 fuel oil.

Please sign Trading Agreement and Order No. 8154, Modification No. 3 within fourtzen (14)

calendar days of your receipt of the Consent Order. Once the signed Trading Agreement and

. Order Modifzcation is'received by the Department, it will be presented to the Commissioner f for
signature. If signed by the Commissioner, Trading Agreement and Order No. 8154, Modification

No. 3 will become a Final Ordzr of the Com'mssmn& and a certified copy of the Trading

Agreement and Order Modification will be r tum°d to you via registerad mail.

If'you have any questions regarding this letter, plsase do not hesitdte to contact Roland L.

Severance Jr., PE at (860) 424-3702.

Sincerely,-

- %
LL’.&./ZQ- 1 . ( A Q,.\:xm\\ 1(
" Date " Carmine DiBattista, Chief ‘

Bureau of Air Management

Enc(1)

Certified Document No.

GATRADING RLS\-TRADINGORDERS\ABBICEcover leter(]1-59-01 ). dog

( Printed on Rscycled Paper)
79 Elm Sireet * Harford, CT 06106 - 5127
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PROPOSED REVISION
TO THE STATE IMPLEMENTATION PLAN
STATE OF CONNECTICUT ‘

FOR SINGLE SOURCE COMPLIANCE WITH CONNECTICUT
EMISSION LIMITS ON OXIDES OF NITROGEN
Regulations of Connecticut State Agencies, Section 22a-174-22
THROUGH USE OF
DISCRETE EMISSION REDUCTION CREDITS (DERC’s)

MIDDLETOWN POWER LLC
Trading Agreement and Order No. 8213

August, 2002
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Middletown Power LLC

PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

The following criteria were developed using U. S. Environmental Protection Agency (EPA)'s
State Implementation Plan (SIP) Completeness criteria found in Appendix V to 40 Code of.
Federal Regulations, Part 51, and using the requirements of the Economic Incentive Program
(EIP) Final Rule, 40 Code of Federal Regulations Part 51.493, published April 7, 1994, 59 FR

16690.
A. PROGRAM SCOPE

Pari I of this narrative is generic for Connecticut's prograni. Part I of this narrative is specific to
the individual source involved and may be for one or more of the following: creation, use or
averaging of credits, including discrete emission reduction credits (DERCS) and allowances.

EPA has set forth its guidance for DERCs in Economic Incentive Program (EIP) guidance
designed to cover an entire range of market-based approaches for stationary and mobile sources,
one of which is emissions trading, including the creation of DERCs from NOx control and the
use of DERCs to meet NOx Reasonably Available Control Technology (RACT) requirements.
Creation of DERCs for use in compliance with the NOx RACT rules meets the critena for such
programs set forth in the EIP rules. DERC creation is a type of emissions-limiting strategy, as
that term 1s used in EPA's EIP guidance.

The present scope of this program is to approve creation of specific discrete emission reductions
_ from a single source, and thereby define them retrospectively as DERCs for use or trading until
May 1, 2003 by sources for compliance with the Regulations of Connecticut State Agencies
(Regulations), Section 22a-174-22, regarding control of nitrogen oxides (NOx). Record keeping
and monitoring by the Department, as described below, will allow an accurate retrospective
assessment of the number of major sources creating and/or using NOx DERC:s as a method of
compliance. The DERC creator and user must comply with all other applicable local, state and

federal laws and regulations.

B. STATEMENT OF GOALS AND RATIONALE

The goal of the emissions trade is to lower the cost of compliance with NOX control
requirements. The purpose of approving these emission reductions as DERCs is to encourage the
over control of emissions, below the lower of actual or allowable emissions, and to provide
affected sources the flexibility of an alternative mechanism for meeting environmental
requirements as envisioned by the Connecticut NOx RACT regulations (Section 22a-174-22 of

the Regulations).

An advantage of this mechanism is the incentive it provides sources of air contaminant emissions
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to reduce their emissions below the limits that are established under traditional command and
control regulatory programs. It also improves rule effectiveness by allowing for timelier rule
compliance because more options are available to the regulated source. DERC trading is intended
to benefit both the environment and the regulated entities and can achieve equal or better
environmental results at a lower cost than traditional regulatory approaches.

Creation or use of DERCs in compliance with Section 22a-174-22 of the Regulations will not
 interfere with reasonable-further-progress (RFP) demonstrations filed with EPA by the State of
Connecticut. Indeed, the program should assist the DEP in advancing RFP. The DERC creator
and user of DERCs, will continue to report actual emissions. The state inventory will reflect
shutdowns or actual emissions as determined from an approved baseiine of emissions indicated
in each Trading Agreement and Order. The DEP monitors the generation of DERCs and the
eventual use of DERCs and conducts a yearly audit report of the pro gram.

DERC:s produced by the above-described methodology are real, quantifiable, surplus, permanent
and enforceable, as required by EPA EIP guidance. Specifically, the reductions are:

Real because they result in a reduction of actual emissions released into the air, net of any
consequential increase in actual emissions resulting from shifting demand. . The emission
reductions are properly measured, recorded and reported.

Quantifiable because they are based on an appropriate reliable and replicable protocol, providing
the rate and total mass amount of reduction. :

Surplus because they are not required by any Connecticut Statute or regulation mandated by a
current State Implementation Plan (SIP), and are not currently relied upon in any applicable
attainment plan, any reasonable further progress plan or milestone demonstration.

Permanent because the advanced control systems are In place and operating and an appropriate
tracking system is in place to monitor use of DERCs.

Enforceable because the DERCs are approved by the Commissioner retrospectively.
Creation and subsequent use of DERCs should be viewed as a prograrn that operates within the
known constraints of RFP, the NOx rule, and other SIP requirements. Restrictions on the use of

DERC:s will address concerns about RFP and attainment in a context of inter-temporal trading.
Specifically, the Commissioner will require that:

The DERCs must be certified by the Department prior to use.

DERCs generated during non-ozone season months may not be used during the ozone
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season. Only the DERCs produced durihg ozone-season months of May through
September are available for use during the ozone season.

DERCs are presently authorized only for the purpose of compliance with Section 22a-
174-22 of the Regulations for use before May 1, 2003.

Written permission must be obtained from the Commissioner before DERCs are utilized
by sources. Upon approval by the Commissioner, however, such DERCs may be used by
sources with valid Trading Agreement and Orders authorizing such use.

There is no effect on attainment because DERCs may presentiy not be used by sources beyond
the ozone attainment date of 2003. On an overall state basis, improved NOXx rule-effectiveness
will assure that any excess in the number of DERCs used as compared to those created during
any particular time period will not have a significant impact on projected reductions of NOx.
Careful tracking and monitoring of DERC generation and use will allow timely program

changes, as required.

Use of these DERCs will not jeopardize RFP since the state's NOx rule emission limits for the
source creating the DERCs are more stringent than EPA's NOx RACT guidance (57 FR 55620,
November 25, 1992) and, therefore, a reduction beyond that federally-required will be occurring.

A yearly audit and on-going tracking and monitoring of DERC use and creation by the state will
allow for timely program changes if the use of DERCs exceeds their creation by a significant
amount. A full program assessment will be conducted and the program may be extended beyond

April 30, 2003.

The creation and use of DERCs improves the probability of the RFP demonstration as a result of
a combination of factors including seasonal shifting of NOx emissions from summer to winter, a
minimum ten (10) percent retirement of DERCs upon their creation to assure a benefit to the
environment and the inventorying of DERCs prior to use. There may be some environmental
benefit from removing NOx and other pollutants from the air at a time when emissions were at
higher levels and using them at a later time. Taken together, these benefits qualify as exceptional

under EIP requirements.

C. BASELINE

The program baseline is the Connecticut 1990 base year ozone emission inventory. This
inventory is the benchmark against which early emission reductions are measured by the state
and serve as the starting point from which to generate a projected inventory for the ozone season
used in the ozone attainment demonstration analysis. Finally, it is the basis for the evaluation of
potential control strategies to meet the Clean Air Act mandates to reduce emissions. For
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individual sources, the baseline will be the lower of actual or allowable emissions.

D. MONITORING, RECORD KEEPING AND REPORTING REQUIREMENTS

Subject sources will comply with the applicable provisions of Section 22a-174-22(k) of the
Regulations, Emissions Testing and Monitoring and Section 222a-174-22(1) of the Regulations,
Reporting and Record keeping. Records will be maintained for a minimum of five (5) years, and
will be made available during normal working hours for review by the Department upon request.

An accounting of the use of all DERCs created and approved by the Department will be provided
to the Commissioner no later than March 1 of every year for the preceding calendar year. This
reporting will be in a form prescribed by the Commissioner and will be used by the Department
to audit the program, to assure that DERCs are used only once, and to represent the DERCs and
their use in required EPA modeling, demonstration and reporting requirements.

The effects of the use of DERCs will be monitored by the state using an enhanced inventory
reporting procedure. Reporting for purpose of DERC use and for the annual emission inventory
program must be done on the same basis to address baseline accounting issues. Particular
emphasis is placed on the relationship of the creation and use of DERCs to determine if
additional restrictions are needed to assure that the use of DERCs does not Jeopardize RFP.
After issuance of each Trading Agreement and Order the source using DERCs agrees to have
sufficient approved DERCs in its possession at all times to provide for operation for the current
calendar month. At a minimum, any excess emissions not on hand, prior to use by an individual
source are corrected by requiring the source to retire the number of DERCs that should have been
ot hand prior to use and an additional 100%. The Commissioner has provided notice to air
pollution control agencies of all adjacent states of this SIP revision.

E. IMPLEMENTATION SCHEDULE

Once approved, DERCs created may be used for approved purposes for compliance with the
NOx rule through April 30, 2003. '

F. ADMINISTRATIVE PROCEDURES

This action will be submitted to EPA for their review and approval as a revision to the State
Implementation Plan (SIP) for air quality, as required by the Clean Air Act. The authority to
adopt this revision is granted by Section 22a-6 of the Connecticut General Statutes (CGS).
Public notice has been provided as required in CGS Sections 22a-6, 4-168 and 40 Code of
Federal Regulations Part 51.102.
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G. ENFORCEMENT MECHANISMS

Compliance is determined based upon emissions records, monitoring data, stack testing, DERC
ownership and use records and compliance with the trading agreement and order. Conditions of
the DERC Trading Agreement and Order will be subject to enforcement procedures and penalties
under Sections 22a-174-12 and 222-174-22 of the Regulations.

H. AUDIT AND RECONCILIATION

The State of Connecticut will monitor the effects of creation and subsequent use of DERCs by
using the reporting procedures required herein. A summary of the creation and use of DERCs
will be prepared each year along with an audit of each source, which is conducted every spring,
and the overall performance of the program is audited annually. Particular emphasis is placed on
the relationship of the creation and use of DERCs to determine if additional restrictions are
needed to assure that the use of DERCs does not jeopardize RFP. Tracking and monitoring of
DERC use and creation will allow timely changes, if necessary. A complete review of the
program has been undertaken and extension of the program through April 30, 2003 is found to be
desirable. Another program review will be conducted before the program is extended beyond

April 30, 2003,
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PART 2. DESCRIPTION OF DERC CREATION & USE

A. Administering Agency:

The State of Connecticut
Department of Environmental Protection, Bureau of Air Management

. Pollutant and Regulatory Standard Affected:

NOx: Regulations of Connecticut State Agencies (R.C.S.A.) Section 22a-174-22.

. Source and Identifier:

Middietown Power LLC

1866 River Road

Middletown, Connecticut

Unit 2, a 120 megawatt front-fired boiler
Connecticut Registration Number 104-0098

. Designzited Representative:

Ms. Cynthia Karlic
Regional Manager
Telephone No. (860) 638-3170

CT Nonattainment Area Classification: Serious

Summary of Compliance:
Time Period:  December 15, 1999- May 1, 2003

Method: Modifications to bumners, combustion controls and operating conditions
and installation of natural gas operating capabilities

Max. Daily Emission Rate

pursuant to Section 22a-174-22

Baseline; 0.25 Ib/MMBtu of heat input (24 hour average consuming No. § oil)
0.17 Ib/MMBtu of heat input {24 hour average consuming No. 2 oil)
0.20 Ib/MMBtu of heat input (24 hour average consuming natural gas)

Monitoring: Continuous Emission Monitoring (CEM), certified NOx mass rate

Discrete tons: 8 tons ozone season and 59 tons non-ozone between December 16,1999
and June 30, 2000

Rate of Creation: determined by CEMs

Discounts: Creation: 10 percent to benefit the environment.
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G. Description of Compliance:

Creator: Middietown Power LLC
Registration Numbers R104-0098

Middletown Power LLC ("MP") is an exempt wholesale electric generating company with its
principal place of business in Sewickley, Pennsylvania. On December 15, 1999 MP purchased
from The Connecticut Light and Power Company ("CL&P"} four fossil fuel-fired electric
generating stations. One of the four fossil fuel-fired electric generating stations is Middletown
Station, at 1866 River Road in Middletown, Connecticut ("facility"). At the facility, NRG
Middletown Operations Inc. operates Unit 2, Connecticut Registration Number 104-0098, a 120
megawatt front-fired boiler (“boiler”) on No. 6 fuel oil, other oil, and natural gas. The boiler is
registered and subject to the requirements of Section 22a-174-22 (Reasonably Available Control
of nitrogen oxide emissions) and 22a-174-22a and 22b (NOx Budget Program). The boilers
required modifications to the burners, combustion controls, and natural gas capability to meet the
standard. CL&P modified the boilers prior to the May 31, 1995 effective date of the NOx RACT
rule. Trading Agreement and Order 8160 was issued to CL&P as a mechanism for meeting the
NOx RACT requirements. Trading Agreement and Order 8213 has been issued to MP because
CL&P no longer owns the facility. The boiler has a dedicated CEM system, certified to 40 Code
of Federal Regulations Part 75. The NOx CEM probes are located in the stack outlet of the
boiler. The daily NOx emission rates will be monitored, calculated, and recorded using CEM 24-
hour averages. A monthly summation of all NOx over-control may be submitted to DEP for the
purpose of obtaining certified NOx DERCs. MP shall use 0.25 1bs/MMBtu of heat input when
operating on No. 6 fuel oil, 0.17 Ibs/MMBtu of heat input when operating on No. 2 fuel oil, and
.20 Ibs/MMBtu when operating on natural gas as the baseline emission rates for the boilers, or

the proportioned baseline emission rate.
H. Source of DERCS

Equation for the calculation of DERCs

For the boilers with daily NOx emissions below the applicable baseline emission rate, MP shall
calculate the amount of DERCs generated as follows:

DERCs (tons) = [Total heat input' of all fuels in MMBTU x (proportioned RACT
emission rate? - the CEM recorded NOx emission rate®) + 2000 Ibs/ton] x (0.90).°

For the boilers with daily NOx emissions above the applicable baseline emission rate, MP shall
calculate the amount of DERCs used as follows:

DERCs (tons) = [Total heat input of all fuels in MMBTU x (the CEM recorded NOx
emission rate - {(.95) x proportioned RACT emission rate)) ] = 2000 pounds.

Doana T
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where:

' Heat input shall be calculated using the lower of CEM recorded data or actual fitel usage
data in MMBTU per unit of fuel combusted.

‘calculated pursuant to Section 22a-174-22 (£)(2)(A) of the Regulations.

* This rate shall be calculated pursuant to the methodology described in 40 Code of
Federal Regulations Part 75. A ten (10) percent uncertainty discount due to not having
data from an official Method 7-E stack test or CEM data while operating on No. 2 fuel oil
shall be incorporated into the proportioned baseline emission rate whenever the boiler is

operating on No. 2 fuel oil.

“ Ten (10) percent of all DERCs (tons) created shall be retired by the facility and
permanently removed from all calculations on a daily basis to assure a benefit to the

environment,

Estimated emission reduction credits generated.

Sample calculation for June 16, 2001

DERC:s (tons) = [20632 MMBTU x ( 0.25 Ilo/MMBTU - 0.212 Ib/MMBTU) + 2000 Ibs/ton]
= (.39 tons of DERCs. '

Less 10% for environmental benefit, 39x.90= .35 tonscreated

Attachment 1 of Trading Agreement and Order No. 8213 shows a summary of the proposed annual
emission reductions and contains supporting data. Attachment 1 also includes spreadsheets of the
monthly calculations and tables that will show the full set of 24-hour NOx emission data and

operating hours used in these calculations.

An accounting of all tons of NOx DERCs created by MP will be provided to the Commissioner on
March 1 of every year until all tons are used. (If an approved DERC registry is available, this
requirement may be waived by the Commissioner upon request.) This reporting will be included
as part of the annual Emission Statement. This report will include all DERCs created by MP and

Page 8
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used by others, and will provide the state with information to be used in auditing the program as
described in Part 1. MP may submit reports on a quarterly or semi-annual basis to document the
creation of NOx DERCs. DERCs generated in the ozone season will be distinguished from DERCs
generated in the non-ozone season. MP will include a summary of all NOx DERCs generated
and/or used for the preceding year with the Facility's Annual Emission Statement, including
approved DERCs generated and/or purchased from other facilities. Should MP choose not to
generate DERCs, MP is expected to notify the Department in order to assist in DERC program
planning. Calculations and reports will be in a form similar to that shown in Attachment 1.
Following review and written prior approval by the Department, these DERCs will be available for
use by approved sources for purposes of compliance with Section 22a-174-22 of the Regulations.
Approval in this manner may continue until there are regulatory changes to the NOx rule that
affect NOx limitations at the source or until May 1, 2003, whichever comes first.

Restrictions on use

MP proposeé to reconcile DERCs generated on a monthly basis. Several restrictions are placed
upon the use of DERCs:

These DERCs may not be used prior to approval by the DEP.

On average, these DERCs may not be used at a rate greater than that at which they were
created.

DERCs generated during non-ozone season months may not be uscd during the ozone
$€asoil. '

Ozone Season Restrictions. The boiler is subject to Section 22a-174-22a of the
Regulations (NOx Budget Program) in 1999 and every year thereafter. The boiler may
generate ozone season BDERCs to comnply with Section 22a-174-22 of the Regulations. :
1) BDERCs shall only be generated by the boiler from May 1 through September 30 of a
given year, 2) BDERCs shall only be used by other NOx Budget Program sources located
in Connecticut, 3) BDERCs shall only be used to offset ozone season excess emissions,
and shall not be used for compliance during the non-ozone season; and 4) BDERCs
generated during a given year shall only be used during the following ozone season, with
the exception of BDERCs generated during 1999, which may be used in the 2001 ozone
season, BDERCs may be generated until May 1, 2003. BDERC:s are subject to all
DERC requirements set forth in the Trading Agreement and Order except for those
requirements pertaining solely to non-ozone season DERCs and as otherwise may be

provided.
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signed) and approv ﬂd DZRCS
ed from other faci s5),
for the previous calendar year.
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Proporcioned bassaliria emission rate, MD 5hall calenlats
L2 amount of DI2Cs generated as follows

DEZRCs (tons) = {{Total heat input® of all fuels in MMBEy
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unitc of fysl combustad.
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onn a daily basis to

zach allowance ussasd

22 of the Regulations

discrete emission reduct =

from MP’s NOx Budget Program complia
Allowances shall be considered used for
compliance with Ssction 22a-174-22 of the Regulations

when they are transferred from the facility’s compliance
ate of Cormecticut

T ; be deaductad
nce account upon

such’ use.

account or overdrait account to a St
NOx allowance retirsment account.

rpprovals. MP shall use best efforts to submit to the
Commissioner all documents reguired by this Trading
AgTEEﬂenb and Order in a comolete and approvable form.
ir the Commwbswonar POulITQS MP that any roumenL or
other action is deficient, and does not approve it with
conditions or modifications, it is deemed disapprovad,
aﬂd Mp shaW1 _correct 'ha dﬂficiencies and resubmit it

tha Commissicner or, if no
ed Df the Comﬁﬂabﬁozer within 30.days of
the Commissioner's notice of deficisncies. In approving
any. document ox oth* action under this Trading
Agreemsnt and Orav_, the COﬂn1ﬂswoner may approve ithe
documant or other action as submitted or periormed or
with such conditions or modifications as the
Commiss%01°r deems necessary to carry out ths purposes
of this Trading Agresement and Order Nothing in this
paragraph shall excuse ﬁonc0ﬂ071aﬂ02 or delay.

zérﬁ As sp=c1L1

Definitions. 2s used in this Trading Agreément and
Order, ‘Commission2r" m2ans the Commissionsr or a -

representative of the Commissioner; "0Ozone season” means
the period from May 1 through September 30 in any gilven

calendar year, aqd “NOx RACTY means NOx ReaDOﬂPD1y
Available Control Téechnology. Ths d T “issuance” of
this Trading Agreement and Order t te € Trading

o

Agreement and Ordsr is deposited.
pDrSOﬂa?Ty delivered, whichsaver

Dates. The date of suoﬁlss1oﬁ to the Commissionsr of
any document QQUlTQd by this '?adlﬂ Agreement and
Order shall be the date such docum is raceivad by
Commissioner. The date of any notice by the
Commissioner under this Trading Agreementc and Ordexr
including but not limited to notice of approval or
disapproval of any document or othexr action, shall be
the date such notice is deposited ' J.S. mail or is
personally delivered, wnﬂcnevev i . . BXcept as
otherwise specified in this i ] i Mﬁd Order,

iDCQ | 12




2town Power Lnc

the worg "day* as usead in this Trading Agreement and
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26.

Trading Agreement
and Crder No.
8213

£o any other person or municipality.

Nothing in this Trading Agreement

Commissioner’'s pOWers

and Order shall aiiect the Commisgioner’s authority to

institute any proceeding or taks any other action to
violations of law, prevent or abate

prevent or abate
pollution, recover costs and natural rssourcs damages, .

and to impose penalties for past, present, or tuture
violations of law. If at any time the Commissioner

au
st

determines that the actions taken by MP pursuant to this
Trading Agresment and Ordsr have not successiully o
correcied all violations, fully characterized the extent
or degree of any pollution, or successiully abated or
Commissioner may institute any

prevented pollution, the
proceeding to require MP
investigation or Iurther
violations or pollution.

to undertaks further
action to pravent or abate

MP's obligations under law. Nothing in this Trading
Egreemenc and Ozder snall relisve MP of other
2 faderal, state a2nd local

obligations under applicable
law. '

No assurance by Commissiorner. No provision of this
Trading Agresement and Order and no action or inaction by
the Commissioner shall be construed to.constitute an
assurance py tha Commlssioner that the actions taken by
MP pursuant to this Trading Agreemant and Order will
compliance or prevant or abate pollution.

result in

Access to facility. 2ny representative of the
Deparcmenc 0r Emmvironmental Protection may encer the
facility without prior notice for the purposes oL
monitoring. and enforcing the actions raguired or allowsad
by this Trading Agreement and Order

No effzct on rights oFf other pgrsons This Trading
Agréement and Oxder neitner craates nor affecits any
rights of persons or municipalities thnat are not partiss
to this Trading Agresment and Order.

No Crzation of Property Rights This Trading Agraemsnt
=54 Order doss mot Creacs any property rights with
respact to these DERCs

Notice to Commissioner of changes. Within 15 days of
The dats WD Dacomes aware Of a change in any inrormation
submitt=d to the Commissioner under this Trading
Agreement and Order, or that any such information was
inaccurate or misleading or that any relevant
information was omitted, MP shall submit the corrsct or
omitted information to ths Commissioner.

2 lir\? ' Datea: 5///5;1/

[~
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LLC ) Trading Agreement
and Order No,
3213

Notification Of noncompliance. In t} er
b=comes aware that it did not or may not comply, or did
not or may not comply on time, with ANy reguirement of
this Trading Agreement and Ordar or of any document
required hereunder, MpP shall immediately notify by
telephone the individual identified in tha next
aragrapin and shall take a11 r2asonable sieps to ensure

that any noncompliance or delay is avoided or, if

unavoidable, is minimized to the greatest extent
pPossible. Within Tive (5) days of tha initial notice,
M2 shall submit in writing ths date, time, and durarion
OL the noncompliance and ths reasons 7

noncompliance or delay and pProposes, for the
written approval of the Commissioner, dates
compliance will ba achieved, and MP shall compl
any dates which may be approved in writing by t
Commissicner. Notification hy MP shail] not excu
nencompliance or delay, and the Commissioner’s approval
of any compliances dates proposaed shall not excuse
noncompliance or dzlay unless specifically so starag by
the Commissionar in writing. -

1

ju
)
o
<

o)

Submission of documents., Any document raquired to be
Submitted TO thHE (ommissioner under this.Trading
Agresement and Order shall, unless otherwise specified
this Trading agrsemens and Ordsr or in Writing by the
Commissioner, pe.diractad to:

[
s
,

Wendy Jacobs
Department of Environmental Protaction
Sureau of Air Management

Emissions and Cradit Trading S=sction
79 Elm Straet ‘

Hartford, Connecticn:s 06206-3127




MP consents

without furth

fulilly aupnorlzed
and to legally bin
Agrezment and Order.

Signature:

Egiﬁggﬂ ﬁ{%?ﬂffé_

Nice ?¥35m$¢ﬂf3

Aartifhr, J ;Rocqh Jr.
'Commiéé;pﬂ Nt
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STATE OF CONNECTICUT
FOR SINGLE SOURCE COMPLIANCE WITH CONNECTICUT
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PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

The following criteria were developed using U. S. Environmental Protection Agency (EPA)=s
State Implementation Plan (SIP) Completeness criteria found in Appendix V to 40 Code of
Federal Regulations, Part 51, and using the requirements of the Economic Incentive Program
(EIP) Final Rule, 40 Code of Federal Regulations Part 51,493, published April 7, 1994, 59 FR

16690.
A. PROGRAM SCOPE

Part I of this narrative is generic for Connecticut's program. Part II of this narrative is specific to
the individual source involved and may be for one or more of the following: creation, use or
averaging of credits, including discrete emission reduction credits (DERCS) and allowances.

EPA has set forth its guidance for DERCs in Economic Incentive Program (EIP) guidance
designed to cover an entire range of market-based approaches for stationary and mobile sources,
one of which is emissions trading, including the creation of DERCs from NOx control and the
use of DERCs to meet NOx Reasonably Available Control Technology (RACT) requirements.
Creation of DERCs for use in compliance with the NOx RACT rules meets the criteria for such
programs set forth in the EIP rules. DERC creation is a type of emissions-limiting strategy, as
that term is used in EPA's EIP guidance.

The present scope of this program is to approve creation of specific discrete emission reductions
from a single source, and thereby define them retrospectively as DERCs for use or trading until
May 1, 2003 by sources for compliance with the Regulations of Connecticut State Agencies
(Reguiations), Section 22a-174-22, regarding control of nitrogen oxides (NOx). Record keeping
and monitoring by the Department, as described below, will allow an accurate retrospective
assessment of the number of major sources creating and/or using NOx DERCs as a method of
compliance. The DERC creator and user must comply with all other applicable local, state and
federal laws and regulations. '

B. STATEMENT OF GOALS AND RATIONALE

The goal of the emissions trade is to lower the cost of compliance with NOx control
requirements. The purpose of approving these emission reductions as DERCs is to encourage the
over control of emissions, below the lower of actual or allowable emissions, and to provide
affected sources the flexibility of an alternative mechanism for meeting environmental
requirements as envisioned by the Connecticut NOx RACT regulations (Section 22a-174-22 of
the Regulations).

An advantage of this mechanism is the incentive it provides sources of air contaminant emissions
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to reduce their emissions below the limits that are established under traditional command and
control regulatory programs. It also improves rule effectiveness by allowing for timelier rule
compliance because more options are available to the regulated source. DERC trading is intended
to benefit both the environment and the regulated entities and can achieve equal or better
environmental results at a lower cost than traditional regulatory approaches.

Creation or use of DERCs in compliance with Section 22a-174-22 of the Regulations will not
interfere with reasonable-further-progress (RFP) demonstrations filed with EPA by the State of
Connecticut. Indeed, the program should assist the DEP in advancing RFP. The DERC creator
and user of DERCs, will continue to report actual emissions. The state inventory will reflect
shutdowns or actual emissions as determined from an approved baseline of emissions indicated
in each Trading Agreement and Order. The DEP monitors the generation of DERCs and the
eventual use of DERCs and conducts a yearly audit report of the program.

DERCs produced by the above-described methodology are real, quantifiable, surplus, permanent
and enforceable, as required by EPA EIP guidance. Specifically, the reductions are:

Real because they result in a reduction of actual emissions released into the air, net of any
consequential increase in actual emissions resulting from shifting demand. The emission

reductions are properly measured, recorded and reported.

Quantifiable because they are based on an appropriate reliable and replicable protocol, providing
the rate and total mass amount of reduction. :

Surplus because they are not required by any Connecticut Statute or regulation mandated by a
current State Implementation Plan (SIP), and are not currently relied upon in any applicable
attainment plan, any reasonable further progress plan or milestone demonstration.

Permanent because the advanced control systems are in place and operating and an appropriate
tracking system is in place to monitor use of DERCs.

Enforceable because the DERCs are approved by the Commissioner retrospectively.

Creation and subsequent use of DERCs should be viewed as a program that operates within the
known constraints of RFP, the NOx rule, and other SIP requirements. Restrictions on the use of
DERCs will address concerns about RFP and attainment in a context of inter-temporal trading.

Specifically, the Commissioner will require that:
The DERCs must be certified by the Department prior to use.

DERCs generated during non-ozone season months may not be used during the ozone
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season. Only the DERCs produced during ozone-season months of May through
September are available for use during the ozone season.

DERC:s are presently authorized only for the purpose of compliance with Section 22a-
174-22 of the Regulations for use before May 1, 2003. '

Written permission must be obtained from the Commissioner before DERC:s are utilized
by sources. Upon approval by the Commissioner, however, such DERCs may be used by
sources with valid Trading Agreement and Orders authorizing such use.

There 15 no effect on attainment because DERCs may presently not be used by sources beyond
the ozone attainment date of 2003. On an overall state basis, improved NOx rule-effectiveness
will assure that any excess in the number of DERCs used as compared to those created during
any particular time period will not have a significant impact on projected reductions of NOx.
Careful tracking and monitoring of DERC generation and use will allow timely program
changes, as required.

Use of these DERCs will not jeopardize RFP since the state's NOx rule emission limits for the
source creating the DERCs are more stringent than EPA's NOx RACT guidance (57 FR 55620,
November 25, 1992) and, therefore, a reduction beyond that federally-required will be occurring.

A yearly audit and on-going tracking and monitoring of DERC use and creation by the state wil
allow for timely program changes if the use of DERCs exceeds their creation by a significant
amount. A full program assessment will be conducted and the program may be extended beyond
April 30, 2003.

- The creation and use of DERCs improves the probability of the RFP demonstration as a result of
a combination of factors including seasonal shifting of NOx emissions from summer to winter, a
minimum ten (10) percent retirement of DERCs upon their creation to assure a benefit to the
environment and the inventorying of DERCs prior to use. There may be some environmental
benefit from removing NOx and other poltutants from the air at a time when emissions were at
higher levels and using them at a later time. Taken together, these benefits qualify as exceptional
under EIP requirements.

C. BASELINE

The program baseline is the Connecticut 1990 base year ozone emission inventory. This
inventory is the benchmark against which early emission reductions are measured by the state
and serve as the starting point from which to generate a projected inventory for the ozone season
used in the ozore attainment demonstration analysis. Finally, it is the basis for the evaluation of
potential control strategies to meet the Clean Air Act mandates to reduce emissions. F or
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individual sources, the baseline will be the lower of actual or allowable emissions.

D. MONITORING, RECORD KEEPING AND REPORTING REQUIREMENTS

Subject sources will comply with the applicable provisions of Section 22a-174-22(k) of the
Regulations, Emissions Testing and Monitoring and Section 222-174-22(1) of the Regulations,
Reporting and Record keeping. Records will be maintained for a minimum of five (5) years, and
will be made available during normal working hours for review by the Department upon request.

An accounting of the use of all DERCs created and approved by the Department will be provided
to the Commissioner no later than March 1 of every year for the preceding calendar year. This
reporting will be in a form prescribed by the Commissioner and will be used by the Department
to audit the program, to assure that DERCs are used only once, and to represent the DERCs and
their use in required EPA modeling, demonstration and reporting requirements.

The effects of the use of DERCs will be monitored by the state using an enhanced inventory
reporting procedure. Reporting for purpose of DERC use and for the annual emission inventory
program must be done on the same basis to address baseline accounting issues. Particular
empbhasis is placed on the relationship of the creation and use of DERCs to determine if
additional restrictions are needed to assure that the use of DERCs does not jeopardize RFP.
After issuance of each Trading Agreement and Order the source using DERCs agrees to have
sufficient approved DERCs in its possession at all times to provide for operation for the current
calendar month. At a minimum, any excess enissions not on hand, prior to use by an individual
source are corrected by requiring the source to retire the number of DERCs that should have been
on hand prior to use and an additional 100%. The Commissioner has provided notice to air
pollution control agencies of all adjacent states of this SIP revision.

E. IMPLEMENTATION SCHEDULE

Once approved, DERCs created may be used for approved purposes for compliance with the
NOx rule through April 30, 2003. .

F. ADMINISTRATIVE PROCEDURES

This action will be submitted to EPA for their review and approval as a revision to the State
Implementation Plan (SIP) for air quality, as required by the Clean Air Act. The authonty to
adopt this revision is granted by Section 22a-6 of the Connecticut General Statutes (CGS).
Public notice has been provided as required in CGS Sections 22a-6, 4-168 and 40 Code of

Federal Regulations Part 51.102.
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G. ENFORCEMENT MECHANISMS

Compliance is determined based upon emissions records, monitoring data, stack testing, DERC
ownership and use records and compliance with the trading agreement and order. Conditions of
the DERC Trading Agreement and Order will be subject to enforcement procedures and penalties
under Sections 22a-174-12 and 22a-174-22 of the Regulations.

H. AUDIT AND RECONCILIATION

The State of Connecticut will monitor the effects of creation and subsequent use of DERCs by
using the reporting procedures required herein. A summary of the creation and use of DERCs
will be prepared each year along with an audit of each source, which is conducted every spring,
and the overall performance of the program is audited annually. Particular emphasis is placed on
the relationship of the creation and use of DERCs to determine 1f additional restrictions are
needed to assure that the use of DERCs does not jeopardize RFP. Tracking and monitoring of
DERC use and creation will allow timely changes, if necessary. A complete review of the

. program has been undertaken and extension of the program through April 30, 2003 is found to be
desirable. Another program review will be conducted before the program is extended beyond
April 30, 2003.
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PART 2. DESCRIPTION OF DERC CREATION & USE

A. Administering Agency:

The State of Connecticut
Department of Environmental Protection, Bureau of Air Management

. Pollutant and Regulatory Standard Affected:

NOx: Regulations of Connecticut State Agencies (R.C.S.A.) Section 22a-174-22.

. Source and Identifier:

Middletown Power LLC
1866 River Road
Middletown, CT

Unit 3 245 megawatt cyclone boiler R-104-0100,

. Designated Representative:

Ms. Cynthia Karlic
Regional Manager
Telephone No. (860) 638-3170

CT Nonattsinment Area Classification: Serious

Summary of Compliance:

Time Period: December 15, 1999- May 1, 2003
Method: ' Modifications to burners, combustion controls and operating
conditions and installation of natural gas operating capabilities

Max. Daily Emission Rate

pursuant to Section 22a-174-22

Baseline: 0.43 Ib/MMBTU of heat input (24 hour average qonsximing No. 6 oil)
0.43 Ib/MMBTU of heat input (24 hour average consuming natural gas)
0.17 Ib/MMBTU of heat input (24 hour average consuming No. 2 oil)

Monitoring: Continuous Emission Monitoring (CEM), certified NOx mass rate
Discrete tons: 200 ozone season and 338 non-ozone season between December 16, 1999

and June 30, 2000.

Rate of Creation: determined by CEM

Discounts: Creation: 10 percent to benefit the environment.
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G. Description of Compliance:

Creator: The Connecticut Light and Powef Company
Registration Numbers R104-0100

Middletown Power LLC ("MP") is an exempt wholesale electric generating company with its
principal place of business in Sewickley, Pennsylvania. On December 15, 1999 MP purchased
from The Connecticut Light and Power Company ("CL&P") four fossil fuel-fired electric
generating stations. One of the four fossil fuel-fired electric generating stations is Middletown
Station, at 1866 River Road in Middletown, Connecticut ("facility™). At the facility, NRG
Middletown Operations Inc. operates Unit 3, Connecticut Registration Number 104-0100, a 245
megawatt cyclone boiler (“boiler”) on No. 6 fuel oil, other oil, and natural gas.. The boiler is
subject to the requirements of Section 22a-174-22 Reasonably Available Control of nitrogen
oxide emissions, and 22a-174-22a and 22b The NOx Budget Program. The boilers required
modifications to the burners, combustion controls and operating conditions to meet the standard.
CL&P modified the boilers prior to the May 31, 1995 effective date of the NOx RACT rule,
Trading Agreement and Order 8162 was issued to CL&P as a mechanism for meeting the NOx
RACT requirements. Trading Agreement and Order 8214 has been issued to MP because CL&P
no longer owns the facility. The boiler has a dedicated CEM system, certified to 40 Code of
Federal Regulations Part 75. The NOx CEM probes are located in the stack outlet of the boiler.
The daily NOx emission rates will be monitored, calculated, and recorded using CEM 24-hour
averages. A monthly summation of all NOx over-control may be submitted to DEP for the
purpose of obtaining certified NOx DERCs. MP shall use 0.43 Ibs/MMBtu of heat input when
operating on No. 6 fuel oil, 0.17 Ibs/MMBtu of heat input when operating on No. 2 fuel oil, and
43 Ibs/MMBtu when operating on natural gas as the baseline emission rates for the boilers, or
the proportioned baseline emission rate.

H. Source of DERCs
Equation for the calculation of DERCs

For the boilers with daily NOx emissions below the applicable baseline emission rate, MP shall
calculate the amount of DERCs generated as follows:

DERC:s (tons) = [Total heat input' of all fuels in MMBTU x (proportioned RACT
emission rate’ - the CEM recorded NOx emission rate’) + 2000 Ibs/ton] x (0.90).*

For the boilers with daily NOx emissions above the applicable baseline emission rate, MP shall
calculate the amount of DERCs used as follows:

DERC:s (tons) = [Total heat input of all fuels in MMBTU x (the CEM recorded NOx
emission rate - ((.93) x proportioned RACT emission rate)) ] + 2000 pounds.




Middletown Power LLC

where:

! Heat input shall be calculated using the lower of CEM recorded data or actual fuel usage
data in MMBTU per unit of fuel combusted.

*calculated pursuant to Section 22a-174-22 (f)(2)(A) of the Regulations.

3 This rate shall be calculated pursuant to the methodology described in 40 Code of
Federal Regulations Part 75. A ten (10) percent uncertainty discount due to not having
data from an official Method 7-E stack test or CEM data while operating on No. 2 fuel ol
shall be incorporated into the proportioned baseline emission rate whenever the boiler is

operating on No. 2 fuel oil.

4 Ten (10) percent of all DERCs (tons) created shall be retired by the facility and
permanently removed from all calculations on a daily basis to assure a benefit to the

environment.
Estimated emission reduction credits generated.
Sample calculation for May 9, 2001

DERCs (tons) = [45309 MMBTU x ( 0.43 Ib/MMBTU - 0.352 It/MMBTU) - 2000 lbs/ton]
= 1.77 tons of DERCs.

Less 10% for environmental benefit, 1.77 x .9= 1.59 tons created

Attachment 1 of Trading Agreement and Order No. 8214 shows a surnmary of the proposed annual
emission reductions and contains supporting data. Attachment 1 also includes spreadsheets of the
monthly calculations and tables which will show the full set of 24-hour NOx emission data and

operating hours used in these calculations. -

An accounting of all tons of NOx DERCs created by MP will be provided to the Commissioner on
March 1 of every year until all tons are used. (If an approved DERC registry is available, this
requirement may be waived by the Commissioner upon request.) This reporting will be included
as part of the annual Emission Statement. This report will include all DERCs created by MP and
used by others, and will provide the state with information to be used in auditing the program as
described in Part 1. MP may submit reports on a quarterly or semi-annual basis to document the
creation of NOx DERCs. DERCs generated in the ozone season will be distinguished from DERCs

Page 8
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generated in the non-ozone season. MP will include a summary of all NOx DERCs generated
and/or used for the preceding year with the Facility's Annual Emission Statement, including
approved DERCs generated and/or purchased from other facilities. Should MP choose not to
generate DERCs, MP is expected to notify the Department in order to assist in DERC program
planning. Calculations and reports will be in a form similar to that shown in Attachment 1.
Following review and written prior approval by the Department, these DERCs will be available for
use by approved sources for purposes of compliance with Section 22a-174-22 of the Regulations.
Approval in this manner may continue until there are regulatory changes to the NOx rule that
affect NOx limitations at the source or until May 1, 2003, whichever comes first.

Restrictions on use

MP proposes to reconcile DERCs generated on a monthly basis. Several restrictions are placed
upon the use of DERCs:

These DERCs may not be used prior to approval by the DEP.

On average, these DERCs may not be used at a rate greater than that at which they were
created. |

DERC:s generated during non-ozone season months may not be used during the ozone
season.

Ozone Season Restrictions. The boiler is subject to Section 22a-174-22a of the
Regulations (NOx Budget Program) in 1999 and every year thereafter. The boiler may
generate ozone season BDERCs to comply with Section 22a-174-22 of the Regulations. :
1) BDERC:s shall only be generated by the boiler from May 1 through September 30 of a
given year, 2) BDERCs shall only be used by other NOx Budget Program sources located
in Connecticut, 3) BDERCs shall only be used to offset ozone season excess emissions,
and shall not be used for compliance during the non-ozone season; and 4) BDERCs
generated during a given year shall only be used during the following ozone season, with
the exception of BDERCs generated during 1999, which may be used in the 2001 ozone
season. BDERCs may be generated until May 1, 2003. BDERCs are subject to all
DERC requirements set forth in the Trading Agreement and Order except for those
requirements pertaining solely to non-ozone season DERCs and as otherwise may be

provided.
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Sources Subject to 40 CFR (Acid Rain Sources)” dated
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MP’S NOx Budget
,Allova?ces shall b=> cowsmdere
Section 22a-174-22 ofi th

th

are transferred frxom the

account or overdrar
allowance ratirasmentc

(h="X¥}

Je . M® shall use best efiorts to submit to
Commissioner all documents raguired by this Trading
Agreement and Order in a CO.DWch and approvable Iform.
If the Commissioner notifies M?P that any document oxr
other action is deficient, and does not approve it with
conditions or modifications, it is daeﬂad dlSaDDr0J=d
;ﬂd M2 shall corrsct the daficizncies and resubmit it
within the time so=c1.1ed by the Commissioner or, 1iI no
time is specified Dy the COﬂﬁ1531oner, within 30 days
of the Commissioner's notice of Qe-ﬂcwcﬂcwes. In
approving any documsnt or other acticn under this
Trading Agreemcﬁu and Order, the Commissioner may
~aDDr0J° the document or other action as submitted ©
3 N“Lﬁ such conditions or modifications

er de=ams mnecessary Lo carry ouc

s Trading Agreement and Order.

ph shall noncompliancs

{

y

15 1 1

Q0

SlcT o moer
(D r1 0@ 30

D

EQTEﬂL aﬁd Order
= deoos
whiche




any docuﬂch reguir
Order shall be tha
the Commigsioner .

Commlsswcﬁbr uqaﬁr
includin but not
dwsamo&ova7 of
Lha daue such

l_.H’:‘

or DS*'OTde by
sunday or a Connecticut or
submitted or Deriormad by the
Sunday

is noc a
heliday.

Saturday,

Certif
OL
.::»LID'H'* tted 20 the
Agrcaﬁcﬁu and Orde
not an 1na1v1dua1
duTy authorizs
thoss tarms are
?=gu1abvoﬁb oL
*“a1v1dLa7(s)
docuwQHb
2ach such

-"'.la.\.fD

z_be
VQSngaL7OF
d v1dua1

3
pest
C any _a?sm Suaunmﬁﬂ; made
rmation
333a—1 57b oT

N

imited
any documsnt or other aci
notice

1y deliw
ise SDaC¢n1DQ in
word "day»

erad,

fication ofi docuﬁaﬁbs
ﬁ_m1L°a LO .any noticea,
COﬁﬁﬂsswon

and MP or Mbrg

1ﬁc?Laﬂng My in quiry
onsibla
nzormatlon ils

Trading Agreement
and  QOrder No.
3214

by this Traqg; iNg Agree ment and

£ such document is receis

date of any ﬂoL1c= Dy ¢l
Tradi ng Z\gre.:-*q

CO notice of

is dﬁooswted ;; t
whichever is =af71er

. Ladlng Agreement aﬁd

in
ANy document Qr action
ing Agreement ang Order
a da;a-vnlcn ralls on
federa] holldav
next dqy which

or Comnec cticut or =dara]

Any rouﬂbﬁL
whi CL’

fox ac;ua11y D
Chief
_“dlvwdna1 shall cart

Dersonal ']_Y'
ormam O"" Submit

1n Lhﬁs docuncjb :n

and T cm* tify, Dzsad on raaSOﬁa

i of tnose

for obtaining the ¢u-ormaulon

truas, accurate and

and beljef. I
in the

ig Punishable as a. Ccrimingl

the COJﬁQCchut Ganers]

Of my knowlacgo

ahj other applicabla law. v

ein,

en;orceablo
ement ang Ordsr

ﬁjdﬂCulOﬁ and pena

altiesg.

thig Trading Agre~m=1t



Trading Agresment
and COrder No.
3214

Middletown Power LLC

1 liability of MP. Until MP has

This Trading Zgreement and Order,

Commissiorner in writing no later
than 15 days arfter transferring all or any poxrfion of
the facility, the operations, the site or the business
which is thz subject of this Trading Agreement and
Drder or arcer ontaining a new mailing or location
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T&spect to these DIRCs.

Notice to Commissioner of changes. Within 15 days of
e date WP Bacomas dware Ol & chnange in any
information submitted to the Commissioner under this
Trading Agreement and Order, or thar any such :
information was inaccurate or misleading or thar 2
relevant information was omitted, MP shail submit the
correct or omitted information Lo tha Commissioner.

i:y'

ke)
i

Notification of joncompliance. In the event that mD
DEeCOmes awarsa tnac it dia @oict or A&y not complv, or did’
00t or may not comply on time, with any requirement or
this Trading Agreemsnt and Order or of any document
raguired heresunder, M> shall immediately notify by
telephone ths individual identified in the nsxt
Paragrapn and shall take all reasonabla steps t

that any non ay is avoided or, i
unavoidable, '

Dossible. Wi 3

M2 shall submit in writing the

oF the noncompliance and ths rsascons

Aoncompliancea or delay and Dropose, for the review and
written aporoval of the_Commissioner, dates by which
compliance will pe achieved, and Mo shall Comply with
any dates which may be approvaed i; writing by the
Commissioner. Notificarion Dy M2 shall por excuss
noncompliznce or a2lay, and th nissioner’s approvel
O any compliance dates broposad shall not 2Xcuse
noncompliance or delay unless Specifically so stated by
the Commissioner in Writing,

Submission of Any document required to he
subpmittad to the SSioner undsr this Trading

Agreemsnt and Or Y shall, unless otherwisse Specifiagd
in this Trading Agreszment and Order or in writing by

the Commissioner, be diractagd to:

Wendy Jacobs _
Department of = nmeéntal Protsction
Iureay of A ‘ jemant

=3 25ion ;

smaz ong
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MP consents to the issuance of this Trading Agreement and Order
without further notice. The undersigned certifies that he/she is
fully authorized to enter into this Trading Agreement and Order
and to legally bind MP to the terms and conditions of the Trading

113
Agreement and QOrder.

Signature;

Bmv\JK %]DU
\I\Cf: Prrfétd@h}*

ssued as a

Envirconm=ntal Protection on




PROPOSED REVISION
TO THE STATE IMPLEMENTATION PLAN
STATE OF CONNECTICUT
FOR SINGLE SOURCE COMPLIANCE WITH CONNECTICUT
EMISSION LIMITS ON OXIDES OF NITROGEN
Regulations of Connecticut State Agencies, Section 22a-174-22
THROUGH USE COF
DISCRETE EMISSION REDUCTION CREDITS (DERC’s)

MIDDLETOWN POWER LLC
Trading Agreement and Order No. 8215

August, 2002




Middletown Power LLC

TABLE OF CONTENTS
PAGE NO.

PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

Monitoring, Record Keeping and Reporting Requirements
Implementation Schedule

TOMEYO W

PART 2. DESCRIPTION OF DERC CREATION AND USE
By Trading Agreement and Order

Administering Agency
Pollutant and Regulatory Standard Affected

Sumrriary of Compliance
Description of Compliance
Source of DERCs

EXHIBITS

Exhibit 1 Notice of Hearing and Hearing Certification
Exhibit 2 Designation of Hearing Officer

Exhibit 3 Trading Agreement and Order

Exhibit 4 Hearing Report




Middletown Power LLC

PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

The following criteria were developed using U. S. Environmental Protection Agency (EPA)=s
State Implementation Plan (SIP) Completeness criteria found in Appendix V to 40 Code of
Federal Regulations, Part 51, and using the requirements of the Economic Incentive Program
(EIP) Final Rule, 40 Code of Federal Regulations Part 51.493, published April 7, 1994, 59 FR

16650.
A. PROGRAM SCOPE

Part I of this narrative is generic for Connecticut's program. Part 1[ of this narrative 1s specific to
the individual source involved and may be for one or more of the following: creation, use or
averaging of credits, including discrete emission reduction credits (DERCS) and allowances.

EPA has set forth its guidance for DERCs in Economic Incentive Program (EIP) guidance
designed to cover an entire range of market-based approaches for stationary and mobile sources,
one of which is emissions trading, including the creation of DERCs from NOx control and the
use of DERCs to meet NOx Reasonably Available Control Technology (RACT) requirements.
Creation of DERCs for use in compliance with the NOx RACT rules meets the criteria for such
programs set forth in the EIP rules. DERC creation is a type of cmissions-limiting strategy, as
that term is used in EPA's EIP guidance. '

The present scope of this program is to approve creation of specific discrete emission reductions
from a single source, and thereby define them retrospectively as DERCs for use or trading until
May 1, 2003 by sources for compliance with the Regulations of Conneeticut State Agencies
(Regulations), Section 22a-174-22, regarding control of nitrogen oxides (NOx). Record keeping
and monitoring by the Department, as described below, will allow an accurate retrospective
assessment of the number of major sources creating and/or using NOx DERCs as a method of
compliance. The DERC creator and user must comply with all other applicable local, state and

federal laws and regulations.

B. STATEMENT OF GOALS AND RATIONALE

The goal of the emissions trade is to lower the cost of compliance with NOx control
requirements. The purpose of approving these emission reductions as DERCs is to encourage the
over control of emissions, below the lower of actual or allowable emissions, and to provide
affected sources the flexibility of an alternative mechanism for meeting environmental
requirements as envisioned by the Connecticut NOx RACT regulations (Section 22a-174-22 of

the Regulations).

An advantage of this mechanism is the incentive it provides sources of air contaminant emissions.
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to reduce their emissions below the limits that are established under traditional command and
control regulatory programs. It also improves rule effectiveness by allowing for timelier rule
complianice because more options are available to the regulated source. DERC trading is intended
to benefit both the environment and the regulated entities and can achieve equal or better
environmental results at a lower cost than traditional regulatory approaches.

Creation or use of DERCs in compliance with Section 22a-174-22 of the Regulations will not
interfere with reasonable-further-progress (RFP) demonstrations filed with EPA by the State of
Connecticut. Indeed, the program should assist the DEP in advancing RFP. The DERC creator
and user of DERCs, will continue to report actual emissions. The state inventory will reflect
shutdowns or actual emissions as determined from an approved baseline of emissions indicated
in each Trading Agreement and Order. The DEP monitors the generation of DERCs and the
eventual use of DERCs and conducts a yearly audit report of the program.

DERCs produced by the above-described methodology are real, quantifiable, surplus, permanent
and enforceable, as required by EPA EIP guidance. Specifically, the reductions are:

Real because they result in a reduction of actual emissions released into the air, net of any
consequential increase in actual emissions resulting from shifting demand. The emission
reductions are properly measured, recorded and reported.

Quantifiable because they are based on an appropriate reliablc and replicable protocol, providing
the rate and total mass amount of reduction.

Surplus because they are not required by any Connecticut Statute or regulation mandated by a
current State Implementation Plan (SIP), and are not currently relied upon in any applicable
attamnment plan, any reasonable further progress plan or milestonie demonstration.

Permanent because the advanced control systems are in place and operating and an appropriate
tracking system is in place to monitor use of DERCs.

Enforceable because the DERCs are approved by the Commissioner retrospectively.

Creation and subsequent use of DERCs should be viewed as a program that operates within the
known constraints of RFP, the NOx rule, and other SIP requirements. Restrictions on the use of
DERCs will address concerns about RFP and attainment in a context of inter-temporal trading.
Specifically, the Commissioner will require that:

The DERCs must be certified by the Department prior to use.

DERC:s generated during non-ozone season months may not be used during the ozone
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season. Only the DERCs produced during ozone-season months of May through
September are available for use during the ozone season.

DERCs are presently authorized only for the purpose of compliance with Section 22a-
174-22 of the Regulations for use before May 1, 2003.

Written permission must be obtained from the Commissioner before DERCs are utilized
by sources. Upon approval by the Commissioner, however, such DERCs may be used by
sources with valid Trading Agreement and Orders authorizing such use.

There is no effect on attainment because DERCs may presently not be used by sources beyond
the ozone attainment date of 2003. On an overall state basis, improved NOx rule-effectiveness
will assure that any excess in the number of DERCs used as compared to those created during
any particular time period will not have a significant impact on projected reductions of NOx.
Careful tracking and monitoring of DERC generation and use will allow timely program

changes, as required.

Use of these DERCs will not jeopardize RFP since the state's NOx rule emission limits for the
source creating the DERCs are more stringent than EPA's NOx RACT guidance (57 FR 55620,
November 25, 1992) and, therefore, a reduction beyond that federally-required will be occurring.

A yearly audit and on-going tracking and monitoring of DERC use and creation by the state will
allow for timely program changes if the use of DERCs exceeds their creation by a significant
amount. “A full program assessment will be conducted and the program may be extended beyond

April 30, 2003,

The creation and use of DERCs improves the probability of the RFP demonstration as a result of
a combination of factors including seasonal shifting of NOx emissions from summer to winter, a
minimum ten (10) percent retirement of DERCs upon their creation to assure a benefit to the
environment and the inventorying of DERCs prior to use. There may be some environmental
benefit from removing NOx and other pollutants from the air at a time when emissions were at
higher levels and using them at a later time. Taken together, these benefits qualify as exceptional

under EIP requirements.

C. BASELINE

The program baseline is the Connecticut 1990 base year ozone emission inventory. This
inventory is the benchmark against which early emission reductions are measured by the state
and serve as the starting point from which to generate a projected inventory for the ozone season
used in the ozone attainment demonstration analysis. Finally, it is the basis for the evaluation of
potential control strategies to meet the Clean Air Act mandates to reduce emissions. For
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individual sources, the baseline will be the lower of actual or allowable emissions.

D. MONITORING, RECORD KEEPING AND REPORTING REQUIREMENTS

Subject sources will comply with the applicable provisions of Section 22a-174-22(k) of the
Regulations, Emissions Testing and Monitoring and Section 22a-174-22(1) of the Regulations,
Reporting and Record keeping. Records will be maintained for a minimum of five (5) years, and
will be made available during normal working hours for review by the Department upon request.

An accounting of the use of all DERCs created and approved by the Department will be provided
to the Commissioner no later than March 1 of every year for the preceding calendar year. This
reporting will be in a form prescribed by the Commissioner and will be used by the Department
to audit the program, to assure that DERCs are used only once, and to represent the DERCs and
their use in required EPA modeling, demonstration and reporting requirements.

The effects of the use of DERCs will be monitored by the state using an enhanced inventory
reporting procedure. Reporting for purpose of DERC use and for the annual emission inventory
program must be done on the same basis to address baseline accounting issucs. Particular
emphasis is placed on the relationship of the creation and use of DERCs to determine if
additional restrictions are needed to assure that the use of DERCs does not jeopardize RFP.
After issuance of each Trading Agreement and Order the source using DERCs agrees to have
sufficient approved DERCs in its possession at all times to provide for operation for the current
calendar month. At a minimum, any excess emissions not on hand, prior to use by an individual
source are corrected by requiring the source to retire the number of DERCs that should have been
on hand prior to use and an additional 100%. The Commissioner has provided notice to air
pollution control agencies of all adjacent states of this SIP revision.

E. IMPLEMENTATION SCHEDULE

Once approved, DERCs created may be used for approved purposes for compliance with the
NOx rule through April 30, 2003. :

F. ADMINISTRATIVE PROCEDURES

This action will be submitted to EPA for their review and approval as a revision to the State
Implementation Plan (SIP) for air quality, as required by the Clean Air Act. The authority to
adopt this revision is granted by Section 22a-6 of the Connecticut General Statutes (CGS).
Public notice has been provided as required in CGS Sections 22a-6, 4-168 and 40 Code of
Federal Regulations Part 51.102.
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G. ENFORCEMENT MECHANISMS

Compliance is determined based upon emissions records, monitoring data, stack testing, DERC
ownership and use records and compliance with the trading agreement and order. Conditions of
the DERC Trading Agreement and Order will be subject to enforcement procedures and penalties
under Sections 22a-174-12 and 22a-174-22 of the Regulations.

H. AUDIT AND RECONCILIATION

The State of Connecticut will monitor the effects of creation and subsequent use of DERCs by
using the reporting procedures required herein. A summary of the creation and use of DERCs
will be prepared each year along with an audit of each source, which 1s conducted every spring,
and the overall performance of the program is audited annually. Particular emphasis is placed on
the relationship of the creation and use of DERCs to determine if additional restrictions are
needed to assure that the use of DERCs does not jeopardize RFP. Tracking and monitoring of
DERC use and creation will allow timely changes, if necessary. A complete review of the
program has been undertaken and extension of the program through April 30, 2003 is found to be
desirable. Another program review will be conducted before the program is extended beyond

Apnl 30, 2003.
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PART 2. DESCRIPTION OF DERC CREATION & USE

A. Administering Agency:

The State of Connecticut
Department of Environmental Protection, Bureau of Air Management

. Pollutant and Regulatory Standard Affected:

NOx: Regulations of Connecticut State Agencies (R.C.S.A.) Section 22a-174-22.

. Source and Identifier:

Middletown Power LLC
1866 River Road
Middletown, Connecticut

Unit 4 400 megawatt tangentially-fired boiler P-104-0003
. Designated Representative:

Ms. Cynthia Karlic

Regional Manager

Telephone No. (860) 638-3170

CT Nonattainment Area Classification: Serious

Summary of Compliance: .
Time Period: December 15, 1999- May 1, 2003

Method: Modifications to burners, combustion controls and operating
conditions.

Max. Daily Emission Rate

pursuant to Section 22a-174-22

Baseline: 0.25 Ib/MMBTU of heat input (24 hour average consuming No. 6 oil)
0.17 Ib/MMBTU of heat input (24 hour average consuming No. 2 oil)

Monitoring: Continuous Emission Monitoring (CEM), certified NOx mass rate _

Discrete tons: 36 tons ozone season, 62 tons non-ozone season between December 16,
1999 and June 30, 2000

Rate of Creation: determined by CEM

Discounts: Creation: 10 percent to benefit the environment.
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G. Description of Compliance:

Creétor: The Connecticut Light and Power Company
Registration Numbers R104-0003

Middletown Power LLC ("MP") is an exempt wholesale electric generating company with its
principal place of business in Sewickley, Pennsylvania. On December 15, 1999 MP purchased
from The Connecticut Light and Power Company ("CL&P") four fossil fuel- fired electric
generating stations. One of the four fossil fuel-fired electric generating stations is Middletown

Station, at 1866 River Road in Middletown, Connecticut ("facility"). At the facility, NRG

Middletown Operations Inc. operates Unit 4, Connecticut Registration Number 104-0003, a 400

megawatt tangentially-fired boiler (“boiler”) on No. 6 fuel oil, and natural gas. The boiler 1s
subject to the requirements of Section 22a-174-22 Reasonably Available Control of nitrogen
oxide emissions and 22a-174-22a and 22b The NOx Budget Program. The boilers required
modifications to the burners, combustion controls and operating conditions to meet the standard.
CL&P modified the boilers prior to the May 31, 1995 effective date of the NOx RACT rule.
Trading Agreement and Order 8157 was issued to CL&P as a mechanism for meeting the NOx
RACT requirements. Trading Agreement and Order 8215 has been issued to MP because CL&P
no longer owns the facility. The boiler has a dedicated CEM system, certified to 40 Code of

Federal Regulations Part 75. The NOx CEM probes are located in the stack outlet of the boiler.
The daily NOx emission rates will be monitored, calculated, and recorded using CEM 24-hour
averages. A monthly summation of all NOx over-control may be submitted to DEP for the
purpose of obtaining certified NOx DERCs. MP shall use 0.25 Ibs/MMBtu of heat input when
operating on No. 6 fuel oil and 0.17 lbs/MMBtu of heat input when operating on No. 2 fuel oil,
or the proportioned baseline emission rate.

H. Source of DERCs
Equation for the calculation of DERCs

For the boilers with daily NOx emissions below the applicable baseline emission rate, MP shall
calculate the amount of DERCs generated as follows:

DERCs (tons) = [Total heat input' of alt fuels in MMBTU x (proportioned RACT
emission rate? - the CEM recorded NOx emission rate®) + 2000 Ibs/ton] x (0.90).*

For the boilers with daily NOx emissions ébove the applicable baseline emission rate, MP shall
calculate the amount of DERCs used as follows:

DERCs (tons) = [Total heat input of all fuels in MMBTU x (the CEM recorded NOx
emission rate - ((.95) x proportioned RACT emission rate)) ] + 2000 pounds.
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where:

' Heat input shall be calculated using the lower of CEM recorded data or actual fuel usage
data in MMBTU per unit of fuel combusted.

*calculated pursuant to Section 22a-174-22 (£)(2)(A) of the Regulations.

* This rate shall be calculated pursuant to the methodology described in 40 Code of
Federal Regulations Part 75. A ten (10) percent uncertainty discount due to not having
data from an official Method 7-E stack test or CEM data while operating on No. 2 fuel oil
shall be incorporated into the proportioned baseline emission rate whenever the boiler is
operating on No. 2 fuel oil.

* Ten (10) percent of all DERCs (tons) created shall be retired by the facility and
permanently removed from all calculatlons on a daily basis to assure a benefit to the
environment,

Estimated emission reduction credits generated.

Sample calculation for May 1, 2001

DERC:s (tons) = {33556 MMBTU x (0.251b/MMBTU - 0.1815 Ib/MMBTU) + 2000 Ibs/ton)
= 1.15 tons of DERCs.

Less 10% for environmental benefit, 1.15 x 9= 1.03 tons created

Attachment 1 of Trading Agreement and Order No. 8215 shows a summary of the proposed annual
emission reductions and contains supporting data. Attachment 1 also includes spreadsheets of the
monthly calculations and tables which will show the full set of 24-hour NOx emission data and
operating hours used in these calculations.

An accounting of all tons of NOx DERCs created by MP will be provided to the Commissioner on
March 1 of every year until all tons are used. (If an approved DERC registry is available, this
requirement may be waived by the Commissioner upon request.) This reporting will be included
as part of the annual Emission Statement. This report will include all DERCs created by MP and
used by others, and will provide the state with information to be used in auditing the program as

Page 8
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described in Part 1. MP may submit reports on a quarterly or semi-annual basis to document the
creation of NOx DERCs. DERCs generated in the ozone season will be distinguished from DERCs
generated in the non-ozone season. MP will include a summary of all NOx DERCs generated
and/or used for the preceding year with the Facility's Annual Emission Statement, including
“approved DERCs generated and/or purchased from other facilities. Should MP choose not to
generate DERCs, MP is expected to notify the Department in order to assist in DERC program
planning. Calculations and reports will be in a form similar to that shown in Attachment 1.
Following review and written prior approval by the Department, these DERCs will be available for
use by approved sources for purposes of compliance with Section 22a-174-22 of the Regulations.
Approval in this manner may continue until there are regulatory changes to the NOX rule that
affect NOx limitations at the source or until May 1, 2003, whichever comes first.

Restrictions on use

MP proposes to reconcile DERCs generated on a monthly basis. Several restrictions are placed
upon the use of DERCs: '

These DERCs may not be used prior to approval by the DEP. .
On average, these DERCs may not be used at a rate greater than that at which they were
created. :

DERCs generated during non-ozone season months may not be used dunng the ozone

season.
Ozone Season Restrictions. The boiler is subject to Section 22a-174-22a of the
Regulations (NOx Budget Program) in 1999 and every year thereafter. The boiler may
generate ozone season BDERCs to comply with Section 22a-174-22 of the Regulations. :
1) BDERC: shall only be generated by the boiler from May 1 through September 30 of a
given year, 2) BDERCs shall only be used by other NOx Budget Program sources located
in Connecticut, 3) BDERCs shall only be used to offset ozone season excess emissions,
and shall not be used for compliance during the non-ozone season; and 4) BDERCs
generated during a given year shall only be used during the following ozone season, with
the exception of BDERCs generated during 1999, which may be used in the 2001 ozone
season. BDERCs may be generated until May 1, 2003. BDERCs are subject to all
DERC requirements set forth in the Trading Agreement and Order except for those
requirements pertaining solely to non-ozone season DERCs and as otherwise may be

provided. -
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If the Commissioner notifies M® thar any document or
other action is deficient, and does not approve it with
conditions or modifications, it is deemed disapproved,
and MP shall correct the deficiencies and resubmit
within the time specified by the Commissioner or, 1
time is specified by the Commissioner, within 30 4
Of the Commissioner’s notice of Q& cies. In
approving any document or othér action under this

- Trading Agreement and Order, the Commissioner may
approve the document or other action as submitted or
performed or with such conditions or modifications as
the Commissiconer dsems necessary to carryv out the
purposes of Trading Agreemsnt and Order. Nothing

in this para pn shall excuse noncompliance or delay.

Derinitions. As usaed in this Trading Agreemant and
Order, "Commissioner" means the Commisssoner or a
representative o6f the Commissioner: "Ozone season"
m2ans the period from May 1 through September 30 in amy
given calendar year; “NOx RACT” means NOx Reasonably
Available Control Technology. The date o0f “issuance”
of this Trading 2gresment and Order is ¢ the
Trading Agreement and Order is 1 the U.S.
mail or personally-deliverad,

Dates. The date of submission to the Commisgioner of
any document reguired by this Trading Agresmant and
Order shall be ths date such document is received by
the Commissioner. The date of anyv notice by the
Commissioner under this Trading Agresment and Ordsr,
including but not limitad to notice of approval or
disapproval of any document or other T3 shall e
the date such notice isg deposited in i . mail or
is personally delivered, whichever i "1 Except
a8 otherwisse specifisd in this i and

¥ the word "dav' as uzs=d i Agresmant
and Order means calendar day . r action
which is reguired by this Trading
£o be submitted or performed by a falls on a

31 1 Sunday cr a Connacticut or holiday
be submitted or performsd by &h it day which
Saturday, Sunday or Connacti federal

ication. of. documents. Any document, including but
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ced to the Commissioner under this Trading

t and Order shall be signed by MP or, if MP is
ot an individual, by MP's chierf exacutive officer or a
duly authorized representative of such of icer, as
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individual (s) responsible for actuall
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No assurance by Commissioner. No provision of this
irading Agreement and Order and no acktion or inaction
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[
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Notification of noncompliance. In the event that MD

pbecomes aware tnat 1t did moT or may not comoly, or 4id
- 0T ox may not comply on tTime, with any reguirement of
this Trading Agreszment and Order or of any documentc
required hereunder, MP shall immediately notify by
telephone the individual 1 Cifi in the next
paragraph and shall take all reasonable steps to ensure |
any noncompliance oxr delay is avoided or, if

unavoeidable, is minimized to the greatest axtent.
possible., Within five (5) days orf the initial £l
MP? shall submit in writing the date, time, and

of the noncompliance and the reasons for tha
noncompliance or delay and propose, for the revisaw
written approval of the Commissioner, dates by whi
compliance will bz achieved, and MP? shall comoly with
any dates which mav be approved in writing by the
Commissioner. Notification by MP shall not excuse
noncompliances or delay, and the Commissioner’'s approval
0L any compliance dates proposed shall not excuse
noncompliance or delay unless specifically so stated by
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the Commissioner in writing.

Submission of documents. 21y document required to bhe
Suomitted T©o chs Commissioner under this Trading
Agreement and Ordar snall, unlessg otherwise Specified
in this Tradin Agreement and Order Oor in Writing by
the Commissioner, ba directad to:.

Wendy Jacobs

Department of Invironmental Protaction

Bureau of Air Management
Zmissions and Credit

79 Elm Strest - :
Hdartford, Comnecticyt 056106-5127

Trading S=ction
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PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

The following criteria were developed using U. S. Environmental Protection Agency (EPA)=s
State Implementation Plan (SIP) Completeness criteria found in Appendix V to 40 Code of
Federal Regulations, Part 51, and using the requirements of the Economic Incentive Program
(ETP) Final Rule, 40 Code of Federal Regulations Part 51.493, published April 7, 1994, 59 FR

16690.

A. PROGRAM SCOPE

Part I of this narrative is generic for Connecticut's program. Part II of this narrative is specific to
the individual source involved and may be for one or more of the following: creation, use or
averaging of credits, including discrete emission reduction credits (DERCS) and allowances.

EPA has set forth its guidance for DERCs in Economic Incentive Program (EIP) guidance
designed to cover an entire range of market-based approaches for stationary and mobile sources,
one of which is emissions trading, including the creation of DERCs from NOx control and the
use of DERCs to meet NOx Reasonably Available Control Technology (RACT) requirements.
Creation of DERCs for use in compliance with the NOx RACT rules meets the criteria for such
programs set forth in the EIP rules. DERC creation is a type of emissions-limiting strategy, as
that term is used in EPA's EIP guidance.

The present scope of this program is to approve creation of specific discrete emission reductions
from a single source, and thereby define them retrospectively as DERCs for use or trading until
May 1, 2003 by sources for compliance with the Regulations of Connecticut State Agencies
(Regulations), Section 22a-174-22, regarding control of nitrogen oxides. (NOx). Record keeping
and monitoring by the Department, as described below, will allow an accurate retrospective
assessment of the number of major sources creating and/or using NOx DERCs as a method of
compliance. The DERC creator and user must comply with all other applicable local, state and
federal laws and regulations.

B. STATEMENT OF GOALS AND RATIONALE

The goal of the emissions trade is to lower the cost of compliance with NOx control
requirements. The purpose of approving these emission reductions as DERCs is to encourage the
over control of emissions, below the lower of actual or allowable emissions, and to provide
affected sources the flexibility of an alternative mechanism for meeting environmental
requirements as envisioned by the Connecticut NOx RACT regulations (Section 22a-174-22 of

the Regulations).

An advantage of this mechanism is the incentive it provides sources of air contaminant emissions
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to reduce their emissions below the limits that are established under traditional command and
control regulatory programs. It also improves rule effectiveness by allowing for timelier rule
compliance because more options are available to the regulated source. DERC trading is intended
to benefit both the environment and the regulated entities and can achieve equal or better
environmental results at a lower cost than traditional regulatory approaches.

Creation or use of DERCs in compliance with Section 22a-174-22 of the Regulations will not

interfere with reasonable-further-progress (RFP) demonstrations filed with EPA by the State of
Connecticut. Indeed, the program should assist the DEP in advancing RFP. The DERC creator
and user of DERCs, will continue to report actual emissions. The state inventory will reflect
shutdowns or actual emissions as determined from an approved baseline of emissions indicated
in each Trading Agreement and Order. The DEP monitors the generation of DERCs and the

. eventual use of DERCs and conducts a yearly audit report of the program.

DERCs produced by the above-described methodology are real, quantifiable, surplus, permanent
and enforceable, as required by EPA EIP guidance. Specifically, the reductions are:

Real because they result in a reduction of actual emissions released into the air, net of any
consequential increase in actual emissions resulting from shifting demand. The emission

reductions are properly measured, recorded and reported.

o

Quantifiable because they are based on an appropriate reliable and replicable protocol, providing
the rate and total mass amount of reduction.

Surplus because they are not required by any Connecticut Statute or regulation mandated by a
current State Implementation Plan (SIP), and are not currently relied upon in any applicable
attainment plan, any reasonable further progress plan or milestone demonstration.

Permanent because the advanced control systems are in place and operating and an appropriate
tracking system is in place to monttor use of DERCs.

Enforceable because the DERCs are approved by the Commissioner retrospectively.
Creation and subsequent use of DERCs should be viewed as a program that operates within the

known constraints of RFP, the NOx rule, and other SIP requirements. Restrictions on the use of
DERCs will address concerns about RFP and attainment in a context of inter-temporal trading.

Specifically, the Commissioner will require that:
The DERCs must be certified by the Department prior to use.

DERCs generated during non-ozone season months may not be used during the ozone
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season. Only the DERCs produced during ozone-season moriths of May through
September are available for use during the ozone season.

DERGC:s are presently authorized only for the purpose of compliance with Section 22a-
174-22 of the Regulations for use before May 1, 2003.

Written permission must be obtained from the Commissioner before DERCs are utilized
by sources. Upon approval by the Commissioner, however, such DERCs may be used by
sources with valid Trading Agreement and Orders authorizing such use.

There is no effect on attainment because DERCs may presently not be used by sources beyond
the ozone attainment date of 2003. On an overall state basis, improved NOx rule-effectiveness
will assure that any excess in the number of DERCs used as compared to those created during
any particular time period will not have a significant impact on projected reductions of NOx.
Careful tracking and monitoring of DERC generation and use will allow timely program
changes, as required.

Use of these DERCs will not jeopardize RFP since the state's NOx rule emission limits for the
source creating the DERCs are more stringent than EPA's NOx RACT guidance (57 FR 55620,
November 25, 1992) and, therefore, a reduction beyond that federally-required will be occurring.

A yearly audit and on-going tracking and monitoring of DERC use and creation by the state will
allow for timely program changes if the use of DERCs exceeds their creation by a significant
amount. A full program assessment will be conducted and the program may be extended beyond
April 30, 2003.

The creation and use of DERCs improves the probability of the RFP demonstration as a result of
a combination of factors including seasonal shifting of NOx emissions from summer to winter, a
minimum ten (10) percent retirement of DERCs upon their creation to assure a benefit to the
environment and the inventorying of DERCs prior to use. There may be some environmental
benefit from removing NOx and other pollutants from the air at a time when emissions were at
higher levels and using them at a later time. Taken together, these benefits qualify as exceptional
under EIP requirements.

C. BASELINE

The program baseline is the Connecticut 1990 base year ozone emission inventory. This
inventory is the benchmark against which early emission reductions are measured by the state
and serve as the starting point from which to generate a projected inventory for the ozone season
used 1n the ozone attainment demonstration analysis. Finally, it is the basis for the evaluation of
potential control strategies to meet the Clean Air Act mandates to reduce emissions. For
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individual sources, the baseline will be the lower of actual or allowable emissions.

D. MONITORING, RECORD KEEPING AND REPORTING REQUIREMENTS

Subject sources will comply with the applicable provisions of Section 22a-174-22(k) of the
Regulations, Emissions Testing and Monitoring and Section 22a-174-22(1) of the Regulations,
Reporting and Record keeping. Records will be maintained for a minimum of five (5) years, and
will be made available during normal working hours for review by the Department upon request.

An accounting of the use of all DERCs created and approved by the Department will be provided
to the Commissioner no later than March 1 of every year for the preceding calendar year. This
reporting will be in a form prescribed by the Commissioner and will be used by the Department
to audit the program, to assure that DERCs are used only once, and to represent the DERCs and
their use in required EPA modeling, demonstration and reporting requirements.

The effects of the use of DERCs will be monitored by the state using an enhanced inventory
reporting procedure. Reporting for purpose of DERC use and for the annual emission inventory
program must be done on the same basis to address baseline accounting issues.. Particular
emphasis is placed on the relationship of the creation and use of DERCs to determine if
additional restrictions are needed to assure that the use of DERCs does not jeopardize RFP.
After issuance of each Trading Agreement and Order the source using DERCs agrees to have
sufficient approved DERCs in its possession at all times to provide for operation for the current
calendar month. At a minimum, any excess emissions not on hand, prior to use by an individual
source are corrected by requiring the source to retire the number of DERCs that should have been
on hand prior to use and an additional 100%. The Commissioner has provided notice to air
pollution control agencies of all adjacent states of this SIP revision.

E. IMPLEMENTATION SCHEDULE

Once approved, DERCs created may be used for approved purposes for compliance with the
NOx rule through April 30, 2003.

F. ADMINISTRATIVE PROCEDURES

This action will be submitted to EPA for their review and approval as a revision to the State
Implementation Plan (SIP) for air quality, as required by the Clean Air Act. The authority to
adopt this revision is granted by Section 22a-6 of the Connecticut General Statutes (CGS).
Public notice has been provided as required in CGS Sections 22a-6, 4-168 and 40 Code of

Federal Regulations Part 51.102.
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G. ENFORCEMENT MECHANISMS

Compliance is determined based upon emissions records, monitoring data, stack testing, DERC
ownership and use records and compliance with the trading agreement and order. Conditions of
the DERC Trading Agreement and Order will be subject to enforcement procedures and penalties
under Sections 22a-174-12 and 22a-174-22 of the Regulations.

H. AUDIT AND RECONCILIATION

The State of Connecticut will monitor the effects of creation and subsequent use of DERCs by
using the reporting procedures required herein. A summary of the creation and use of DERCs
will be prepared each year along with an audit of each source, which is conducted evVery spring,
and the overall performance of the program is audited annually. Particular emphasis is placed on
the relationship of the creation and use of DERCs to determine if additional restrictions are
needed to assure that the use of DERCs does not jeopardize RFP. Tracking and monitoring of

- DERC use and creation will allow timely changes, if necessary. A complete review of the
program has been undertaken and extension of the program through April 30, 2003 is found to be
desirable. Another program review will be conducted before the program is extended beyond
Apnl 30, 2003.
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PART 2. DESCRIPTION OF DERC CREATION & USE
A. Administering Agency:

The State of Connecticut
Department of Environmental Protection, Bureau of Air Management

. Pollutant and Regulatory Standard Affected:

NOx: - Regulations of Connecticut State Agencies (R.C.S.A.) Section 22a-174-22.

. Source and Identifier:

Middletown Power LLC

1866 River Road

Middletown, Connecticut

Unit 10- Pratt and Whitney FT4A-9 turbine generator

. Designated Representative:

Ms. Cynthia Karlic
Regional Manager
Telephone No. (860) 638-3170

E. CT Nonattainment Area Classification: Serious

F. Summary of Compliance:
Time Period: On and after December 15, 1999 - prior to May 1, 2003.
Purpose: NOx emission reduction compliance for the peaking unit in Table 1:
Annual DERCs needed: Estimated 20 DERCs. -
Max. Emission Rate: Full load emission rate (FLER) (see Table 1 below):

Table 1 =
MP - NOx EMISSION RATE AND RACT LIMIT (lbs/MMBtu)

Peaking Unit | FUEL FLER NOx RACT Stack Stack Test Date of
(lbs/MMBtu) Rate ‘ Test Rate | Rate Stack
' {lbs/MMBtu) (ppmvd) {(lbs/MMBtu) Test

Middletown other 0.67 0.289 1597+ 0.61% 10/18/96
10 0il

(*) Indicates exceedance of the RACT rate limit for that fuel.
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G. DESCRIPTION OF COMPLIANCE

Middletown Power LLC (MP) is an exempt wholesale electric generating company with its
principal piace of business in Sewickley, Pennsylvania. On December 15, 1999 MP purchased
from The Connecticut Light and Power Company and now owns one ( 1) piece of fuel-burning
equipment (“peaking unit”) identified in Table 1 of Trading Agreement and Order No. §182.
This peaking unit is a combustion turbine. On and after December 15, 1999 NRG Middletown
Operations Inc. will operate the peaking unit identified in Table 1 of Trading Agreement and
Order No. 8182 at MP’s facility. Pursuant to Section 22a-174-22 of the Regulations, The
Connecticut Light and Power Company filed a NOx compliance plan dated September 1, 1994.
In this plan, The Connecticut Light and Power Company indicated that the peaking unit was not
able to meet the NOx RACT limit of 75 ppmvd. The peaking unit is registered and operates
subject to the requirements of Section 22a-174-22 of the Regulations. After May 31, 1995 the
peaking unit is required to have a NOx emission rate limitation of 75 ppmvd, averaged over 3
hours. In order to achieve compliance, MP proposes to acquire emission reduction credits for the
amount of NOx emissions that exceed the standards between December 15,-1999 and May 1,
2003 or until it achieves compliance through NOx controls or other approved means. Pursuant to
Section 22a-174-22(j} of the Regulations, MP proposes to acquire sufficient quantities of
approved DERCs in advance of each month to offset excess NOx emissions on a monthly basis
from the peaking unit in accordance with the protocol of the Department’s “Credit T rading for
Sources with Irregular NOx Emissions”, dated November 5, 1997.

In accordance with Section 22a-174-22(j) of the Regulations, MP proposes to use DERCs for
compliance at the Middletown Station peaking unit. Each month, the quantity of DERCs
required to offset the excess emissions generated during that month by the peaking unit above the
RACT limit will be determined. DERCs previously purchased and/or acquired and on-hand will
be used to offset any remaining balance of excess emissions (debits) for that month. Design
margins will be applied to the RACT emission rate for the peaking unit to ensure an
environmental benefit.

On December 15, 1999, MP initially acquired from The Connecticut Light and Power Company,
sufficient approved ozone season DERCs and non-ozone season DERCs to offset excess NOx
emissions. MP will use (retire) approximately 17 tons of DERCs to offset excess emissions
annually. The DERCs will be used thereafter in accordance with the requirements in this SIP
and attached Trading Agreement and Order No. 8182. Additional DERCs will be purchased or
acquired as needed prior to use based on anticipated future fuel use through May 1, 2003. The
number of DERCs initially acquired were calculated based on the estimated fuel usage for the
peaking unit and the FLER listed in Table 1.

The NOx emission test rate was determined during the official testing program (approved stack
testing) conducted on October 18, 1996. The FLER, as shown in Table 1, is used to calculate
actual emissions for the peaking unit and is an enforceable limit for the peaking unit. Prior to
May 1, 2003, MP will comply during operation of the peaking unit with the FLER, the 5 percent
design margin and the NOx emission limit shown in Table 1 of Trading Agreement and Order

No. 8182.

Starting December 15, 1999 and no later than the tenth day of each month, beginning the month
after execution of Trading Agreement and Order No. 8182, MP will calculate actual DERCs used
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in the preceding calendar month, in accordance with Trading Agreement and Order No. 8182.

MP shall calculate the actual DERCs required for the calender month for the peaking unit and
fuel used in excess of the RACT limit, based on the following calculations (described also in
Exhibit 1 of Trading Agreement and Order No. 8182):

At all times (mass calculation):

ERCs (in tons) = [((FLER in lbs/MMBtu) - {0.95 x NOx RACT in lbs/MMB1u)) x
(actual fuel use in lbs/MMBtu)] + 2000 pounds/ton

During the czone season only (peak day calculation):
the maximum actual excess NOx emisstons (in 1bs) on any of the days projected by

the Commissioner to be “moderate to unhealthful,” “unhealthful,” or “very
unhealthful,” divided by 3 and then divided by 13 (with the result in tons):

ERCs (in tons) = [(Maximum excess NOx in Ibs) + 3] + [13 Ibs/day/ton]

Where:
FLER = [ull load emission rate presented in Table 1;
RACT rate = RACT rate presented in Table 1;
. Discount = 5% design margin applied to the RACT rate.
As described in Exhibit 1 of Trading Agreement and Order No. 8182, to the extent that DERCs
used to offset on a peak day basis during the ozone season exceed the total mass excess
emissions, remaining DERCs may be used in the non-ozone season in the same or subsequent
years until May 1, 2003. However, non-ozone season DERCs may only be used during the non-

ozone season until May 1, 2003.

H. SOURCE OF DERCS

On December 15, 1999, MP has initially acquired approved ozone season DERCs and non-ozone
season DERCs from The Connecticut Light and Power Company, approved by the Department
on April 29, 1999 and other dates in 1999.

MP may use or consume fewer DERCs than it intends to purchase because of a lower operating
rate or upon early establishment of controls or other emission limitation strategies which result in
attainment of NOx limitations applicable to the emitting peaking unit. Such residual DERCs
may not be used for any purpose other than that described in Trading Agreement and Order No.
8182, contained in Exhibit 3, without the written approval of the Commissioner.
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Pursuant to the intent of Section 22a-174-22a(f)(4) of the Regulations, MP may use allowances
acquired pursuant to the provisions of Section 22a-174-22a of the Regulations to comply with
subsection (e) of Section 22a-174-22 of the Regulations pursuant to the provisions of subsection
(j) of Section 22a-174-22 of the Regulations as long as MP remains an owner or operator of a
budget source, for purposes of this Trading Agreement and Order. Any allowance used for
compliance with subsection (¢} of Section 22a-174-22 of the Regulations shall be subject to all
restrictions and/or requirements applicable to DERCs contained in this Trading Agreement and
Order and/or Section 22a-174-22a of the Regulations.

MP may acquire additional approved DERCs at any time prior to the need to use such DERC.
MP will at all times maintain a balance of approved DERCs sufficient to allow operation for the
current month. If, upon audit or inspection, MP fails to demonstrate possession of an adequate
amount of DERC:s to cover the current month, it will be subject to violation as prescribed in
Sections 222-174-12 and 22a-174-22 of the Regulations.
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] CONNECTICUT |
DEPARTIVIEN f VIRONMENTAL PROTECTION

REVISED 11/5/97
Credit Trading for Sources with Irregular NOx Emissions

The following outlines the Department's concens and methodoiogy for dealing with NOx
compliance pursuant to §22a-174-22(}), Regulations of Connecticut State Agencies

{ "Regulations™), emission frading for “peakers” ang other sources that have peak emissions that
are substantially hi gher than their average daily emissions. For purposes of this protoco],

urces with peak daily NOx emissions greater than three times their

peaking units are defined as so
- average daily emissions during the ozone seasomn.

The basic concept of the tréding program is that sources with excess NOx emissions (a rate that
exceeds the rate limits in the Regulations) may obtain NOx emission reduction credits (“ERCS”)
from sources that have ‘over-controlled” their NOx emissions. Although typical sources can
obtain credits on a mass basis (one ton of ERCs to offset one ton of excess eMmissions) with ap
acceptable environmental outcorne, sources with large variations in emissions from day to day
POse an additional problem for Ozone attainment plannip g

The most common peakmg units or “peakers” ars electricity generatin g units that rup during
times of high electricity consumption, Electricity demand ig often the highest dauring hot, humid
days of the summer when the potential for ozope formation is also high. Peakers frequently have
high emission rates. To the extent that these units produce emissions at exactly the time When
emissions need to he reduced to limit ozone formation, allowin ¢ peakers to continue to comply
with new rate limitg through the use of ERCs on a ion-for-fon basis will exacerbate this effect.
On the other hand, if it can be demonstrated that the ERCs being used by peakers were generated

On a comparable basis (ie, during days of high 6z0ns potential), then ton-for-tan uge by peakers

would be appropriate.

The ful impact of the NOx emissions from these types of facilities during summer Operation
must consider temporal variability as well as mass of excess emissions. Any BRC trade must
consider equivalency to the NOx reductions that coniro] equipment would produce on an ozone
day on both a temporal and a mass hasis, The protoco] balow places appropriate regquirements
on peaking units to reflect the greater impact of NOx emitied unider this type of usage paitern,
Attachment | provides a detajled exampls of this issue, . '

NOx Entissions Rediciion Credit [se Computation For Peakers
Peaking units are only considered to be 2 temporal issue for the 0Zone season months,
All excess NOx emissions during the winter (non—ozone'seas-on) need only be offset by
ERCs on 2 mass basis, :
rior to each ozone season there will be a prospective calculation to determine how many
tons of ERCs must be “on hand” during the 0zone season, A retrospective calenlation
will determine how many ERCs were actaally “used” during the ozone season

Hartford, CT* 05105 - 5197 .
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For ERC use during the ozone season:

1.

)

Prospective calculation determines the number of ERCs that must be provided for the
ozone season. (Beginning in 1996, the ERCs must be in place no later than May 1.)

ERCs required for the ozone season shall be calculated based on: (a) a mass basis (tota}
anticipated excess NOx emissions over the ozone season) and (b} a peak-day basis
(maximum excess emissions for any day during the ozone season). Sources will be
required to provide credits equal to the ereater of the amount calculated on a mass or
peak-day basis. The timing of actuz] cradit provision will be governed by the terms of the

specific trading order issuad for that source.

(@) Mass basis: ERCs required will be equal to the total number of tons of anticipatzd
excess NOx emissions over the entire ozone season, calculated in the same
manner used for other sources using ERCs (i.e., including any discounts).

(b)  Peak (daily rate) basis: ERCs (in tons) required will be calculated by dividing
: one-third of the maximum daily excass emissions™ (in pounds) by 13
pounds/day/ton: - ‘

ERCs requirzd (tons) = [(Maximum Estimatad Excess NOx in Ibs.) + 3]+ [13 ibé./day/toﬁ]

*Where maximum daily excess NOx emissions are the difference between the
maximum estimated hours of operation per day at the full-load-emission-rate and
95% of the allowable NOx emissions under Saction 22a-174-22(e) of the

Regulations.

Retrospective calculation will determine the actual credit use and the ERC surplus, if any.
At the end of the ozone season, the calculations required in item 1 above will be repeated
vsing (a) the actual total excess emissions for the ozone season, and (b) the maximum’
actual excess NOx emissions on any of the days projected by the Commissioner to be
‘moderate to unhealthful”, “unhealthful”, or “very unhealthful”. The actual “ERCs
required” will be the greater of the BRCs calculated on the basis of total mass or
maximum (peak) day. To the extent that the number of ERCs used to offset peak day
emissions exceed the total mass of excess NOx emissions for the ozone season, the
remaining mass value of such ERCs may be caried forward for use in the winter (non-
ozone season). Any unused ERCs may be carried forward untl May 1, 1999, except as
may be limited by the trading agreement and order, or by regulation.




Exhibir
ERC Caleulntion Jor Peaking Unirs

Unless it can be demonstrated otherwise, ERCs are assumed 1o be created by relatively smail
daily reductions in NOx CILSSIONs over the course of an entire ozone season (153 days). The
average daily NOx emissions reduction represented oy one ton of credit is 13 pounds/day

calculated as follows:
(1 ton) x (2000 pounds'/'ton) + 153 days =13 pounds/day/ion

Thus, an ERC (ton) would be equivalent to a reduction in NOx emissions 0f 13 pounds/day.

EXAMPLE. ifa« eaking” source wers to emit one ton of excess NOX par da when operating,
P 24 i g

but only opsraies for five days during the ozone Season, the owner/operator of the souree would

nominally need to obtain five tons of ERCs. However, those ERCs are Iikely to have beep
created by relatively small daily reductions in NOx emissions over the course of an entire ozap
Season (153 days). In this example, assuming a purchass of fivs tons of ERCs, that calculates out
to a dailv NOx reduction of approximately 65 pounds.

(5 tons x 2000 pounds/ion) + 153 days = 65 pounds/day

Clearly, on an day that the " eaking” upit Operates, thers is much more excess NQOx emissions
> P 4 1 .

that will not hava been offset, on the order of 1,935 ponnds:
(1 ton x 20600 pounds/ton) - ( 65 pounds credity =1 933 pounds ex¢eass NOy emissions

While the total amount 0f NOx emitted would be controlled on a Seasonal average basis, on the
"peaking” day there would be a2 potentially significant merease in NOx emitted, and thus 2n

 potential ozone creation, In order to achisve a commensurats reduction in ozone

mcrease in
RCs is nesded. One

creation potential for peakers, an adjustiment in the calculation of required B
approach would be o require ERCs in a q
ed by those ERCs w qual the maximum daily excess NOx emissions

reduction represented L
from the p2aking soutcs op any day that it ran. O this basis, a paakin 8 source with 2 maximum

24-hour excess NOy gmission of one ton would be required to purchase 153 tops of ERCs.

F )

I (ton)/day X 133 days/season = 153 tons

This 153 tons of BRCs would be adequate to ‘offset” excess emissions of one ton per day for as
many days as the source Operatad during a particular Ozone season.  This has beep deemed to be
unduly stringent, given some diversity in operation of thess sources, In Ji ght of the foregoing,
this requirement is adjusted downward by two-thirds.
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PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

The following criteria were developed using U. S. Environmental Protection Agency’s
(EPA) State Implementation Plan (SIP) Completeness criteria found in Appendix V to 40
Code of Federal Regulations, Part 51, and using the requirements of the Economic
Incentive Program (EIP) Final Rule, 40 Code of Federal Regulatlons Part 51.493,
published April 7, 1994, 59 FR 16690.

A. PROGRAM SCOPE

Pait I of this narrative is generic for Connecticut’s program. Part 1l of this narrative is
specific to the individual source involved and may be for one or more of the following:
creation, use or averaging of credits, inclading d;scrcte emisswn reduction credits

(DERCS) and allowances

EPA Has set forth its guidance for DERCs in 5@ guidance designed to cover an entire
range of market-based approaches for stationary and mobile sources, one of which is
emissians trading, including the dreation of DERCs'#rom nitrogen oxides {NOXx) control
and the use of DERCs to meet NOx Reasonably -Available Control Téchnology (RACT)
requirements. Creation of DERGs for use in compliance with the NOx RACT rules
meets the criteria for such programs set forth in the BIP mles DERC creation is a type of
emissions-limiting strategy, as that tenm is used in EPA’S? EIP guidance.

The present scope of this program includes approval of crestion and use of. spemﬁc
-discrete emission reductions fromi a single source, and thereby define therd retrospectively
as DERCs for use or trading uniil May 1, 2003 by sources for compliance with Section

_ 22a-174-22 of the Regulations of Connecticut State AgBBGIGS {Regulations), regarding
control of NOx. Record keeping and monitoring by'the Depariment, as described below,
will aliow ani accurate retrospectWe assessment of the aumber of major sources creating
and/or using NOx DERCs as a method of comphance The DERC creator and user must
comply with all other apphcab le local, state and federal !aws and regulations.

B. STATEMENT OF GOALS MD RATIONALE

The goal of the emjssions trade i is: to lower the cost of comphance with NOx control
requirements. The purpose of approving emission reductions as DERCs is fo encourage
the over control of emissions, below the fower of actual or aliowable emissions, and to
provide affected sources the flexibility of an alternative mechanism for meeting
environmental requirements as envisioned by the C@mectwut NOx RACT regulah ons
(Section 22a-174-22 of the Regulations).

An advantage of this mechanism Is the inoentive it provides sources of air coniaminant
emissions to reduce their emissions beiow the limits that are established under traditional
command and control regulatory grograms. It also improves rale effectiveness by
allowing for more timely rule couiphance becausemore opﬁons are available to the




regulated source. DERC trading is intended to benefit both the environment and the
regulated entities and can achieve equal or better environmental results at a lower cost
than traditional regulatory approaches.

Creation or use of DERC in compliance with Section 22a-174-22 of the Regulations will
not interfere with reasonable-further-progress (RFP) demonsirations filed with EPA by -
the State of Connecticut. Indeed, the program should assist the DEP in advancing RFP, |
The DERC creator and user of DERCs, will continue to report actual emissions. The |
state inventory will reflect shutdowns or actual emissions as determined from an
approved baseline of emissions indicated in each Trading Agreement and Order. The
DEP monitors the generation of DERCs and the eventual use of DERCs and conducts a_

yearly audit report of the program.

'DERCs produced by the above-described methodology are real, quantifiable, surplus,
permanent and enforceable; as required by EPA EIP guidance. Specifically, the
reductions are: :

I

Real because they resuilt in a reduction of actual emissions released into the air, net of any
consequential increase in actual emissions resulting from shifting demand. The emission
reductions are properly measured, recorded and reported. |

Quantifiable because they are based on an appropriate reliable and replicable protocol,
providing the rate and total mass amount of reduction.

Surplus because they are not required by any Connecticut Statute or regulation mandated
by a current State Implementation Plan (SIP), and are not currently relied upon in any
applicable attainment plan, any reasonable further progress plan or milestone
demonstration. :

Permanent because the advanced control systems are in place and operating and an
appropriate tracking system is in place to monitor use of DERCs. -

Enforceable because the DERCs are approved by the Commissioner retrospectively.

Creation and subsequent use of DERC:s should be viewed as a program that operates
within the known constraints of RFP, the NOx rule, and other STP requirements.
Restrictions on the use of DERCs will address concerns about RFP and attainment in a
context of intertemporal trading. Specifically, the Commissioner wiil require that:

The DERCs must be certified by the Department prior to use.
DERCs generated during non-6zone season months may not be used during the
ozone season. Only the DERCs produced during ozone-season months of May
through September are available for use during the ozone season.




DERCGCs are presently authorized only for the purpose of compliance with Section
22a-174-22 of the Regulations for use before May 1, 2003. '

Written permission must be obtained from the Commissioner before DERCs are
utilized by sources. Upon appioval by the Commuissioner, however, such DERCs
may be used by sources with valid Trading Agreement and Orders authorizing
such use. ' :

There is no effect on attainment becasse DERCs may presently not be used by sourees
beyond the ozone attainment date of 2003, On an overail state basis, improved NOX rule-
effectiveness will assure that any excess in the number of DERCs used as compared to
those created during any partlculér time period will not have a sigaificant impact on

- projected reductions of NOx. Cakeful tracking and monltonng Of DERC generation and
use will allow timely program chénges as reqmred

Use of DERCs will not jeopardzze RFP since the state's WOx rule emission limits for the
sources creating and/or using DERCS are more stringerdt thaa’ EPAJS NOx RACT '
guidance (57 FR 55620, November 25, 1992) and, therefore, a yeduction beyond that
federally-required will be occum;ng

A yearly audit and on-going tracking and memtbring of DER C use and creation by the
state will allow for timely program changes if the use of DERCs exceeds their creation by
a significant amount. A full program assessment viall be conducted and the program may
be extended beyond April 30, 2003. v

The creation and use of DERCs impréves the probablhty of the RFP deinonstration as a
result of a combination of factors inclnding seasonal shifting of NOx emissions fom
summer to winter, a minimum ten (1) percent retirement of DERCs upon their creation
to. assure a benefit to the environment and the inventofying of DERCs prior to use. There
may be some environmental bensfit fom :emovmge:NQx #nd other poliutants from the air
- at a time when emissions were at'highter levels and using them at a later time. Taken -
together, these benefits qualify as exceptional under ER fequiremeénts. :

C. BASELINE

The program baseline is the Comectxcut 1990 base ; ysaf ozone emission inventory. This
inventory is the benchmark against which early emission red‘uetzons are measured by the
state and serve as the starting poipt from which to gengrate a projected inventory for the
ozone season used in the ozone aftainment demonstration analysis. Finally, it is the basis
for the evaluatjon of potential control strategiesito-meet the Clean Air Act mandates to
reduce emissions. For.individual sources the base-ime will be the lower of actuat or
allowable emissions. -




D. MONITORING, RECORD KEEPING AND REPORTING REQUIREMENTS

Subject sources will comply with the applicable provisions of Section 222-174-22(k) of

~the Regulations, Emissions Testing and Monitoring and Section 222-174-22()) of the
Regulations, Reporting and Record keeping. Records will be maintained for a minimum
of five (5) years, and will be made available during normal working hours for review by
the Department upon request.

An accounting of the use of all DERCs created and approved by the Department will be
provided to the Commissioner no later than March 1 of every vear for the preceding
calendar year. This reporting will be in a form prescribed by the Commissioner and will
be used by the Department to audit the program, to assure that DERCs are used only .
once, and to represent the DERC:s and their use in required EPA modeling, demonstration
and reporting requirements. ' ' '

The effects of the use of DERCs will be monitored by the state using an enhanced
inventory reporting procedure. Reporting for purpose of DERC use and for the annual
emission inventory program must be done on the same basis to address baseline
accounting issues. Particular emphasis is placed on the refationship of the creation and'
use of DERCs to determine if additional restrictions are needed to assure that the use of
DERCs does not jeopardize RFP. After issuance of each Trading Agreement and Order
the source using DERCs agrees to have sufficient approved DERCs in its possession at all
times to provide for operation for the current calendar month. At a minimum, any excess
emissions not on hand, prior to use by an individual source are corrected by requiring the
source to retire the number of DERCss that shoutd have been on hand prior to use and an
additional 100%. The Commissioner has provided notice to air poliution control agencies
of all adjacent states of this SIP revision.

E. IMPLEMENTATION SCHEDULE -

Once approved, DERCs created may be used for approved purposes for compliance with
Section 22a-174-22 of the Regulations through Aprit 30, 2003. '

F. ADMINISTRATIVE PROCEDURES

This action will be submitted to EPA for their review and approval as a revision to the
SIP for air quality, as required by the Clean Air Act. The authority to adopt this revision
1s granted by Section 22a-6 of the Connecticut General Statutes (CGS). Public notice has
been provided as required in CGS Sections 22a-6, 4-168 and 40 Code of Federal
Regulations Part 51.102.




G. ENFORCEMENT MECHANISMS

Compliance is determined based upon emissions records, monitoring data, stack testing,
DERC ownership and use records and compliance with the Trading Agreement and
Order. Conditions of the DERC Trading Agreement and Order will be subject to
enforcement procedures and penalties under Sections 22a-174-12 and 22a-174-22 of the

Regulations.

H. AUDIT AND RECONCILIATION

The State of Connecticut will monitor the effects of creation and sabsequent use of
DERCs by using the reporting procedures required hereift. A summary of the creation
and use of DERCs will be preparéd cach year along with an andit of each source, which is
conducited every spring, and the program’s overall performa.nce is audited annually.
Particular emphasis is placed on the relationship of the cregtion and use of DERC to
determine if additionat restnctxons are needed to assure that the use of DERCs does not
jeopardize RFP. Tracking and momtonng of DERC use-and creation will allow timely
changes, if necessary. A completé review of thepro grdgn has been undertaken and
extension of the program through April 30, 2003-is found to be desirable. Another

- program review will be conducted befre the pregiﬁam ,is gxtended ’beyond Apnl 38, 2003.

PART 2. DESCRIPTION.OF DERC CREA“EION AND/OR USE
By? Consent Order No. 8’27 .

Please note that the namative above refens ‘i{) a Trading‘;AAgre_ement and Order and for the
‘purposes of this SIP that should be read as Consent Order.

A. Administering Agency:
The State of Connecticut
Department of Enviropmenta Protection
Bu:eau of Air Management '

B. PoIIutant and Regulatory Standard Affected
NOx, Section 22a-174-22 of the Regulations of Caneoncut State AgenCJCS

C. Source :
Middletown Power, LLC
- Middletown Station
1866 River Road |
Middletown, Connecticut

Auxiliary boiler, permit no.104-0002,

D. Designated Representative:




Cynthia Karlic
Tel: 638-9454 (cell)

E, Nonattainment Area Classification: Serious

F. Summary of Compliance : :

Time Period: From issuance of Consent Order to May 1, 2003

Purpose: NOx Emission compliance

Initial DERCS needed: 15 tons of ozone season NOx DERCS and 33 tons of non-ozone
season NOx DERCs for December 16, 1999 through November 30, 2001.

Maximum Emission Rate: FLER of .44 lbs/MMBtu heat input, averaged on a

24-hour basis. :

Recordkeeping and Reporting

Middletown Power, LLC is required to make and keep records of the fuels each month.

Middletown Power, LLC, no later than March 1, 2002, 2003 and 2004, is required to
include with the Annual Emission Statement provided to the Commissioner, actual NOx
emissions from the auxiliary boiler, and the amount of all DERC's used (including serial
numbers (if assigned) and approved DERCs purchased from other facilities) for the
previous calendar year.

Middletown Power, LLC is required to keep records and supporting
documentation as described in this section for a minimum of five years,
commencing on the date such records are created.

Middletown Power, LLC is required to keep documentation to demonstrate that
DERC:s used during the ozone season were generated during the ozone season.
The ozone season is from May 1 through September 30 in any calendar year.
Generator certification of this fact shall be sufficient.

Middletown Power, LLC is required to submit the records specified above to the
Commissioner within thirty (30) days of receipt of a written request from the
Commissioner. :

G. Description of Compliance

Middletown Power, LLC is an exempt wholesale electric generating company with

its principal place of business in Sewickley, Pennsylvania. On December 15, 1999
Middletown Power, LLC purchased from The Connecticut Light and Power

Company and now owns one fossil fuel-fired electric generating station, Middletown
Station, at 1866 River Road in Middietown, Connecticut (“facility”).




At the facility, NRG Middletown Operations Inc. operates an auxiliary boiler, permit
1n0.104-0002, a 160 MMBtw/hr atixiliary steam boiler. The auxiliary boiler operates on
residual fuel oil. An emission test measures NOx emissions from the auxiliary boiler.
On June 12, 2001, Middletown Power, LLC performed a NOx stack test and based upon
Department approved stack test data, the NOx emission rate for the auxiliary boiler was
0.399 Ibs/MMBtu of heat input when operating on residual fuel oil, in excess of the
emission limit in Section 22a-174-22(e) of the Regulations. Middletown Power, LLC is
using DERCs to comply with Section 22a-174-22 of the Regulations.

H.Source of DERCs:

Middietown Power, LLC is required to acquire approved DERCs monthly on an as-
needed basts, as determined by astual NOX emissions in the event that the 24-hour
average of actual NOx emissions exceeds the NOx emission limitations.

. Before the first day of each month Middletown Power; LLC is required to calculate
projected worst case DERCs required for that catendar moaéh as provided in the Consent
Order. -Middletown Power, LLC is requiréd to acquire sufficient approved DERCs no
later than the first day of each month fo assure compliance with the emission standards in
Section 22a-174-22 of the Regulations for, at a minirmum, that calendar mdnth. Excess
DERGCs from previous months can be applied 0 subsequent months. At a minimum,
DERCs reguired shall be adjustear;‘upwards by 160% if DERC:s are not in their possession
prior to the first day of each month.” No later than Hie twentieth day of each monih,
Middletown Power, LLC is requited to calculate DERCS used m the precedmg calendar
month, ﬂas provided in the consent order.
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Consent Order No.3227

iy
)

Middlztown Powsr LI

11. 3y agreseing to i n
makes no admission of fact or law with Tespect to matters
address=d hérsin other than the facts asserted in
pafagraphs A.l., ar.2 and A.6. of this Consent Ordar

Thea Commissioner, in accordance with ths Provisions of this
' N 222-174-22(d4)(3) of the

Consent_Order, bursuant to Sectio
Regulations, hereby allows Respondent o comply with Section 22a-
uss oI DBERC crading.

174-22(4) (1) of the Regulations throuch

Commissioner, acting ungder
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r 223-177 and 22a-174 of
Respondent ag follows:
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il Load Emission Rate
€ in Section
i

DERCs (tons)=stimate
(“F?ER”),in lbs/MMBEw -
22a—17:—22(e) of the




Middletown Power LLC ' Gonsent Order No. 3227
) emission rate calculated pursuant to Section 22a-
174-22(£) (2) () of the Regulations in 1bs/MMBEu) )]

x (estimated fus=l use in MMBtu)} + 2000 pounds.

o

Regpondent shall acquire suifificient approved DERCs
no later-.than the Ifirst day of each -month to assure
compliance with the emission standards in Section
22a-174-22 of the Regulatloﬁs for, at a miniwmum,.
that calendar month. EZxcess DERCs from previous
months can be applied to subseguent months. At a
minimum, DERCs requlvhd shall be adjusted upwards
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brior £o the first day of =ach month.
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Middlstawn Powsr LLC
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Middletown Powsr LLC Consent No. 8227

Commissioner shall be used. However, nothing in this Consant

Order shall afisct the'COmmissioner’s authority to institute any
proceeding or take any other action to regquire additional upward
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. Respondent shall rstain record» and supporting dOCUWaD»athW
as aescrlbed.lﬂ this Consent Order for a minimpum of five years,
commencing on the date such records were created. Respondent
&hall provide the records specified above to the Commissioner
within thirty (20) days of recaipt of a written ragusst from the

Commissioner.

10. Full compliance. Respondent shall not be considersd in fu 1

compliance with this conssnt order until all actions required
“fhis consent order have besn COﬂDTeLﬂd as approved and to the

1
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COH@ISSlOﬂﬂr s satisfaction.
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Middletown Powsr LLC Consant Order No. 8227

Comnecticut Department of Envirorimental Protsction. The check
shall state on itg face, "Bureau of Air Management, ciwvil
penalty, Consent Order 28377
Approvals. Re DondanL shall use best efforts Lo submit to
the Commissioner al1 documents reduired by  this Consent Order in
If the Commissioner T notifies

a complete and approvabls form.
fRespondent that aﬁy document oy o;her action is deficient, and
does not approve it with COleLlOHS or modifications, it ig
deemad dlsaDDTO ed, and Rsspondent shall correct the
and resubmit it within the time specified by the
if no time is spécifiad Dy ths Comm1=swon°r

& Commissioner's notice of deficiencies. In
2pproving-any documen:t or othsr action undsr this Consent Order,
the Commissicner may approve the document Or other action as
submitied or psrforme with such.FOﬁde1or; or modifications
45 the Commissionsr desems neceséary Lo carry . out ths PuUrposes of
this Consanu Order. Nothing in this paragraph shall sxcuse

noncompliance or dalay.
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Middletown Powar LLC Consent Order No. 8227
Certification of documenits. Any docume“p, including but not
limited to any notice, which 1s reguired to be submitted to
the Commissionex under this Consent Order shall be signed by

Raspondent or,.if Respondent is not an 1nd1v1dua1 by

execuiive officer or ' a duly authorizsd

Réspondeni’s chief
representative of such officsr, as those terms are defined in

§22a-430-3(B) (2) of the Resgulations of Connecticut State
Zgencies, and by the individual {s) responsible Ifor ac;ually
preparing such document, and Respondaqt or Respondent’s chief
and ‘¢ach such individual shall certify in
"I have personally examined and am
information submittn'.in this document and
and I ce*t;f based on reasonable
ing my ingul y individuals
iniorm T he aubﬁlbbvd
> to tha best of my
statemant
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Middletown Powser LLC : Consent Order No. 8227
vioTat*on; of law, prevent or abat 2 poilution, recover costs
and natural resourcs damages, and t imposs penaliies for

pressnt, or future violations ofF law. iz at any time
mines that the actions taken by

Respondent purswant EO.thlS Consent Order have notb.
successiully corrected all violations, fully characterized
the extent or degree of a any pollution, or successriully ababed.
oY pravented’ pollution, the. Commissionar may in stituta any
Dvoc=ed1ng LO require Respondasnt to undertaks furthe
1nvestﬂgaulon or further action to prevent or abate

olations or pollution,

pasc '
the Commissionsr detarn

1

Respondent ‘s obligations undar 1 w. Nothing in t
Order shall relieve Rzspondant of. other obligations unde:

applicabls faderal, stats and local law.

gL

No assurance by Commis er. No provision of this Consent
Order and no action Or inactio y the Commissioner shall be
dopstru=d to constitute an assur nce by the Commissioner that

the actions taken by, Respondent bursuant to this Consant
Order will result in compliance or Drevent or apatfs
pollution.

Access to tacility. Any representative of the Dspartment of
cnvironmaental Protaction may enter the facility withous prior
Otlice for the purposss of monitoring and eniforcing ths
actions rag ed or allowad by this Conssnt Order.

No _=2ffect on rights of other persons This Coansent Ordsr

neither ¢resates nor affects any rights of parsgons or

municipalities that are 10t parties to this Consent Order

No Creation of Property Rights. This Consent Orde
Create any property rights with respact ' ‘

Notice Co Commissionsr o:f changss.  Within 13 days
date Respondsnt becomes aware of a change in any i
T

SLbﬁltc=d to the Comnlsswonav under this Consen
that any such information was inaccurate or mi
that any rélevant in-orﬂatlon was omitted, Respo:
submit the corract or omitted information to +
COﬂmﬁsSHOner '

Notification of noncomplianc
bacomas awara that it did no
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this

is mlﬂlmlzed to ;he
T Within five (5) days of the
Respondent shall submit in writing the date,
nd duration of the noncompliance and the rsaséns for
DCOﬁﬁTw=nce cr u_lay and propose, for the review and
= by which
iahce will Ds‘achaﬂved and Respondent shall comply with
ts h1cn may be approved in writing by the
CONﬁ1351oner. cation Dy Respondent shall not excuss
noncomplianc .and the Commissionsr's approval of
s nod i sEh ﬁo;ed ahall ot s}'cu = noncompliance
ommissioner in

~r1;1ng.

Submission of documents.  Any document raguirad to be
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PART 1. ECONOMIC INCENTIVE PLAN ELEMENTS

The following criteria were developed using U. S. Environmental Protection Agency (EPA)=s
State Implementation Plan (SIP) Completeness criteria found in Appendix V to 40 Code of
Federal Regulations, Part 51, and using the requirements of the Economic Incentive Program
(EIP) Final Rule, 40 Code of Federal Regulations Part 51.493, published April 7, 1994, 59 FR
16690.

A. PROGRAM SCOPE

Part I of this narrative is generic for Connecticut's program. Part II of this narrative is specific to
the individual source involved and may be for one or more of the following: creation, use or
averaging of credits, including discrete emission reduction credits (DERCS) and allowances.

EPA has set forth its guidance for DERCs in Economic Incentive Program (EIP) guidance
designed to cover an entire range of market-based approaches for stationary and mobile sources,
one of which is emissions trading, including the creation of DERCs from NOx control and the
use of DERCs to meet NOx Reasonably Available Control Technology (RACT) requirements.
Creation of DERC:s for use in compliance with the NOx RACT rules meets the criteria for such
programs set forth in the EIP rules. DERC creation is a type of emissions-limiting strategy, as
that term is used in EPA's EIP guidance.

The present scope of this program is to approve creation of specific discrete emission reductions
from a single source, and thereby define them retrospectively as DERCs for use or trading until
May 1, 2003 by sources for compliance with the Regulations of Connecticut State Agencies
(Regulations), Section 22a-174-22, regarding control of nitrogen oxides (NOx). Record keeping
and monitoring by the Department, as described below, will allow an accurate retrospective
assessment of the number of major sources creating and/or using NOx DERC:s as a method of
compliance. The DERC creator and user must comply with ail other applicable local, state and
federal laws and regulations.

B. STATEMENT OF GOALS AND RATIONALE

The goal of the emissions trade is to lower the cost of compliance with NOx control
requirements. The purpose of approving these emission reductions as DERCS is to encourage the
over control of emissions, below the lower of actual or allowable emissions, and to provide
affected sources the flexibility of an alternative mechanism for meeting environmental
requirements as envisioned by the Connecticut NOx RACT regulations (Section 22a-174-22 of

the Regulations).
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An advantage of this mechanism is the incentive it provides sources of air contaminant emissions
to reduce their emissions below the limits that are established under traditional command and
control regulatory programs. It also improves rule effectiveness by allowing for timelier rule
compliance because more options are available to the regulated source. DERC trading 1s intended
to benefit both the environment and the regulated entities and can achieve equal or better
environmental results at a lower cost than traditional regulatory approaches.

Creation or use of DERCs in compliance with Section 22a-174-22 of the Regulations will not
interfere with reasonable-further-progress (RFP) demonstrations filed with EPA by the State of
Connecticut. Indeed, the program should assist the DEP in advancing RFP. The DERC creator
and user of DERCs, will continue to report actual emissions. The state inventory will reflect
shutdowns or actual emissions as determined from an approved baseline of emissions indicated
in each Trading Agreement and Order. The DEP monitors the generation of DERCs and the

eventual use of DERCs and conducts a yearly audit report of the program.

DERCs produced by the above-described methodology are real, quantifiable, surplus, permanent
and enforceable, as required by EPA EIP guidance. Specifically, the reductions are:

Real because they result in a reduction of actual emissions released into the air, net of any
consequential increase in actual emissions resulting from shifting demand. The emission
reductions are properly measured, recorded and reported.

o

Quantifiable because they are based on an appropriate reliable and replicable protocol, providing
the rate and total mass amount of reduction.

Surplus because they are not required. by any Connecticut Statute or regulation mandated by a
current State Implementation Plan (SIP), and are not currently relied upon in any applicable
attainment plan, any reasonable further progress plan or milestone demonstration.

Permanent because the advanced control systems are in place and operating and an appropriate
tracking system is in place to monitor use of DERCs.

Enforceable because the DERCs are approved by the Commissioner retrospectively.

Creation and subsequent use of DERCs should be viewed as a program that operates within the
known constraints of RFP, the NOx rule, and other SIP requirements. Restrictions on the use of
DERCs will address concerns about RFP and attainment in a context of inter-temporal trading.

Specifically, the Commissioner will require that.
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The DERCs must be certified by the Department prior to use.

DERC:s generated during non-ozone season months may not be used during the ozone
season. Only the DERCs produced during ozone-season months of May through
September are available for use during the ozone season.

DERC:s are presently authorized only for the purpose of compliance with Section 22a-
174-22 of the Regulations for use before May 1, 2003.

Written permission must be obtained from the Commissioner before DERCs are utilized
by sources. Upon approval by the Commissioner, however, such DERCs may be used by
sources with valid Trading Agreement and Orders authorizing such use.

There 1s no effect on attainment because DERCs may presently not be used by sources beyond
the ozone attainment date of 2003. On an overall state basis, improved NOx rule-effectiveness
will assure that any excess in the number of DERCs used as compared to those created during
any particular time period will not have a significant impact on projected reductions of NOx.
Careful tracking and monitoring of DERC generation and use will allow timely program
changes, as required.

Use of these DERCs will not jeopardize RFP since the state's NOx rule emission limits for the
source creating the DERCs are more stringent than EPA's NOx RACT guidance (57 FR 55620,
November 25, 1992) and, therefore, a reduction beyond that federally-required will be occurring.

A yearly audit and on-going tracking and monitoring of DERC use and creation by the state will
allow for timely program changes if the use of DERCs exceeds their creation by a significant
amount. A full program assessment will be conducted and the program may be extended beyond

April 30, 2003.

The creation and use of DERCs tmproves the probability of the RFP demonstration as a result of
a combination of factors including seasonal shifting of NOx emissions from summer to winter, a
minimum ten (10) percent retirement of DERCs upon their creation to assure a benefit to the
environment and the inventorying of DERCs prior to use. There may be some environmental
benefit from removing NOx and other pollutants from the air at a time when emissions were at
higher levels and using them at a later time. Taken together, these benefits qualify as exceptional
under EIP requirements. ‘
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C. BASELINE

The program baseline is the Connecticut 1990 base year ozone emission inventory. This
inventory is the benchmark against which early emission reductions are measured by the state
and serve as the starting point from which to generate a projected inventory for the ozone season
used in the ozorne attainment demonstration analysis. Finally, it is the basis for the evaluation of
potential control strategies to meet the Clean Air Act mandates to reduce emissions. For
individual sources, the baseline will be the lower of actual or allowable emissions.

D. MONITORING, RECORD KEEPING AND REPORTING REQUIREMENTS

Subject sources will comply with the applicable provisions of Section 22a-174-22(k) of the
Regulations, Emissions Testing and Monitoring and Section 22a-174-22(1) of the Regulations,
Reporting and Record keeping. Records will be maintained for a minimum of five (5) years, and
will be made available during normal working hours for review by the Department upon request.

An accounting of the use of all DERCs created and approved by the Department will be provided
to the Commissioner no later than March 1 of every year for the preceding calendar year. This
reporting will be in a form prescribed by the Commissioner and will be used by the Department
to audit the program, to assure that DERCs are used only once, and to represent the DERCs and
their use in required EPA modeling, demonstration and reporting requirements.

The effects of the use of DERCs will be monitored by the state using an enhanced inventory
reporting procedure. Reporting for purpose of DERC use and for the annual emission inventory
program must be done on the same basis to address baseline accounting issues. Particular
emphasis is placed on the relationship of the creation and use of DERCs to determine if
additional restrictions are needed to assure that the use of DERCs does not jeopardize RFP.
After issuance of each Trading Agreement and Order the source using DERCs agrees to have
sufficient approved DERCs in its possession at all times to provide for operation for the current
calendar month. At a minimum, any excess emissions not on hand, prior to use by an individual
source are corrected by requiring the source to retire the number of DERCs that should have been
on hand prior to use and an additional 100%. The Commissioner has provided notice to air
pollution control agencies of all adjacent states of this SIP revision.
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E. IMPLEMENTATION SCHEDULE

Once approved, DERCs created may be used for approved purposes for compliance with the
NOx rule through April 30, 2003.

F. ADMINISTRATIVE PROCEDURES

This action will be submitted to EPA for their review and approval as a revision to the State
Implementation Plan (SIP) for air quality, as required by the Clean Air Act. The authority to
adopt this revision is granted by Section 22a-6 of the Connecticut General Statutes (CGS).
Public notice has been provided as required in CGS Sections 22a-6, 4-168 and 40 Code of
Federal Regulations Part 51.102,

G. ENFORCEMENT MECHANISMS

Compliance is determined based upon emissions records, monitoring data, stack testing, DERC
ownership and use records and compliance with the trading agreement and order. Conditions of
the DERC Trading Agreement and Order will be subject to enforcement procedures and penalties
under Sections 22a-174-12 and 22a-174-22 of the Regulations.

H. AUDIT AND RECONCILIATION

The State of Connecticut will monitor the effects of creation and subsequent use of DERCs by
using the reporting procedures required herein. A summary of the creation and use of DERCs
will be prepared each year along with an audit of each source, which is conducted every spring,
and the overall performance of the program is audited annually. Particular emphasis is placed on
the relationship of the creation and use of DERCs to determine if additional restrictions are
needed to assure that the use of DERCs does not jeopardize RFP. Tracking and monitoring of
DERC use and creation will allow timely changes, if necessary. A complete review of the
program has been undertaken and extension of the program through April 30, 2003 is found to be
desirable. Another program review will be conducted before the program is extended beyond
April 30, 2003, '
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PART 2. DESCRIPTION OF DERC CREATION & USE

A. Administering Agency:

The State of Connecticut
Department of Environmental Protection, Bureau of Air Management

. Pollutant and Regulatory Standard Affected:

NOx: Regulations of Connecticut State Agencies (R.C.S.A.) Section 22a-174-22.

. Source and Identifier:

Montville Power LLC
74 Lathrop Road

Montville, CT
Unit 5 82 megawatt tangentially-fired boiler R-107-0017

. Designated Representative:

Ms. Cynthia Karlic

Regional Manager
Telephone No. (860) 638-3170

CT Nonattainment Area Classification: Serious

Summary of Compliance:

Time Period: December 15, 1999-May 1, 2003
Method: Modifications to burners, combustion controls and operating

conditions.

Max. Daily Emission Rate
pursuant to Section 22a-174-22
Baseline: 0.25 [b/MMBTU of heat input (24 hour average consuming No. 6
0.20 Ib/MMBTU of heat input (24 hour average consuming natural gas)

Monitoring: Continuous Emission Monitoring, (CEM) certified NOx mass rate
Discrete tons: 7 tons ozone season, 21 non-ozone season between December 16, 1999

and June 30, 2000
Rate of Creation: determined by CEM

Discounts: Creation: 10 percent to benefit the environment.
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G. Description of Compliance:

Creator: ' Montville Power LLC
Registration Numbers R107-0017

Montville Power LLC ("MPLLC") is an exempt wholesale electric generating company with its
principal place of business in Sewickley, Pennsylvania. On December 15, 1999 MPLLC
purchased from The Connecticut Light and Power Company ("CL&P") four fossil fuel-fired
electric generating stations. One of the four fossil fuel-fired electric generating stations is
Montville Station, at 74 Lathrop Road in Montville, Connecticut ("facility™). At the facility,
NRG Montville Operations Inc. operates Unit 5, Connecticut Registration Number 107-0017, a
82 megawatt tangentially-fired boiler (“boiler”) on No. 6 fuel oil and natural gas. The boiler is
subject to the requirements of Section 22a-174-22 Reasonably Available Control of nitrogen
oxide emissions and 22a-174-22a and 22b The NOx Budget Program. The boilers required
modifications to the burners, combustion controls and operating conditions to meet the standard.
CL&P modified the boilers prior to the May 31, 1995 effective date of the NOx RACT rule.
Trading Agreement and Order 8161 was issued to CL&P as a mechanism for meeting the NOx
RACT requirements. Trading Agreement and Order 8216 has been issued to MPLLC because
CL&P no longer owns the facility. The boiler has a dedicated CEM system, certified to 40 Code
of Federal Regulations Part 75. The NOx CEM probes are located in the stack outlet of the
boiler. The daily NOx emission rates will be monitored, calculated, and recorded using CEM 24-
hour averages. A monthly summation of all NOx over-control may be submitted to DEP for the
purpose of obtaining certified NOx DERCs. MPLLC shall use 0.25 lbs/MMBtu of heat input
when operating on No. 6 fuel oil and 0.20 ibs/MMBtu of heat input when operating on natural
gas, or the proportioned baseline emission rate.

H. Source of DERCS

Equation for the calculation of DERCs

For the boilers with daily NOx emissions below the applicable baseline emission rate, MPLLC
shall calculate the amount of DERCs generated as follows:

DERC:s (tons) = [Total heat input' of all fuels in MMBTU x (proportioned RACT
emission rate’ - the CEM recorded NOx emission rate’) + 2000 Ibs/ton] x (0.90).*

For the boilers with daily NOx emissions above the applicable baseline emission rate, MPLLC

Page 7
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shall calculate the amount of DERCs used as follows:

DERCs (tons) = [Total heat input of all fuels in MMBTU x (the CEM recorded NOx
emission rate - ((.95) x proportioned RACT emission rate)) ] + 2000 pounds.

where:

' Heat input shall be calculated using the lower of CEM recorded data or actual fuel usage
data in MMBTU per unit of fuel combusted.

’calculated pursuant to Section 22a-174-22 (f)(2)(A) of the Regulations.

3 This rate shall be calculated pursuant to the methodology described in 40 Code of
Federal Regulations Part 75.

* Ten (10) percent of all DERCs (tons) created shall be retired by the facility and
permanently removed from all calculations on a daily basis to assure a benefit to the

environment.

Estimated emission reduction credits generated.

Sample calculation for May 1, 2001

DERCs (tons) =[17176 MMBTU x ( 0.25 Ib/MMBTU - 0.226 Ibo/MMBTU) + 2000 Ibs/ton]
= (..21 tons of DERCs.

Less 10% for environmental benefit, .21 x .90= .19 tons created

Attachment 1 of Trading Agreefnent and Order No. 8216 shows a summary of the proposed annual
emission reductions and contains supporting data. Attachment 1 also includes spreadsheets of the
monthly calculations and tables which will show the full set of 24-hour NOx emission data and

operating hours used in these calculations.

An accounting of all tons of NOx DERCs created by MPLLC will be provided to the
Commissioner on March 1 of every year until all tons are used. (If an approved DERC registry is
available, this requirement may be waived by the Commissioner upon request.) This reporting
will be included as part of the annual Emission Statement. This report will include all DERCs
created by MPLLC and used by others, and will provide the state with information to be used in

Page 8
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auditing the program as described in Part 1. MPLLC may submit reports on a quarterly or semi-
annual basis to document the creation of NOx DERCs. DERCs generated in the ozone season will
be distinguished from DERCs generated in the non-ozone season. MPLLC will include a
summary of all NOx DERCs generated and/or used for the preceding year with the F acility's
Annual Emission Statement, including approved DERCs generated and/or purchased from other
facilities. Should MPLLC choose not to generate DERCs, MPLLC is expected to notify the
Department in order to assist in DERC program planning. Calculations and reports willbe in a
form similar to that shown in Attachment 1. Following review and written prior approval by the
Department, these DERCs will be available for use by approved sources for purposes of
compliance with Section 22a-174-22 of the Regulations. Approval in this manner may continue
until there are regulatory changes to the NOx rule that affect NOx limitations at the source or until

May 1, 2003, whichever comes first.

Restrictions on use

MPLLC proposes to reconcile DERCs generated on a monthly basis. Several restrictions are
placed upon the use of DERCs:

These DERCs may not be used prior to approval by the DEP.

On average, these DERCs may not be used at a rate greater than that at which they were
created.

DERC:s generated during non-ozone season months may not be used during the ozone
season.

Ozone Season Restrictions. The boiler is subject to Section 22a-174-22a of the
Regulations (NOx Budget Program) in 1999 and every year thereafier. The boiler may
generate ozone season BDERCs to comply with Section 22a-174-22 of the Regulations. :
1) BDERCs shall only be generated by the boiler from May 1 through September 30 of a
given year, 2) BDERCs shall only be used by other NOx Budget Program sources focated
in Connecticut, 3) BDERCs shall only be used to offset ozone season excess emissions,
and shall not be used for compliance during the non-ozone season; and 4) BDERCs
generated during a given year shall only be used during the following ozone season, with
the exception of BDERCs generated during 1999, which may be used in the 2001 ozone
season. BDERCs may be generated until May 1, 2003. BDERCs are subject to all
DERC requirements set forth in the Trading Agreement and Order except for those
requirements pertaining solely to non-ozone season DERCs and as otherwise may be
provided.
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