May 31, 2006

M. Ky_rjk Romibough

Air Quality Program

South Dakota D‘épartme'nt of Environment
and Nafural Resources

Joe Foss Building

523 East Capitol

Pierre; SD 57501-3181

Dear Mr: Roinbough:

Subject: Prevention of Significant Deteristation Construction
Big Stone I

JTam wiiting to update the Department on plans to contiol mercury
ernissions front Big Stone Units T and II. i the perimit apphcahon forBig
StoneII submitted in Tuly of 2005, the-applicant agreed to comply with'the
federal Clean Air Mercury Rule (“CAMR”") promulgated by EPA. in May
0f:2005. CAMR impeses New Source Performance Standards (“NSPS™)
;on new units and imposes a cap-and-trade emissions allowance system on
new and existing units. The NISPS varies depending on the rank of coal
birned and the type of contol- eqmpmem New units siich.as Big Stone II.
which burn subbituminotis coal and are equlpped with a wet ﬂue gas
desulferization unit must riteet an emission standard of 42 x 107 Ib (ie., 42
milliontlis of & pourid)/MWh. Using thie. NSPS for riey units (42x 10‘6
Tb/MWh) as a berehiitark, the addition of Big Stone II'would have
represented an expected increase of appros mmtely 210 Ibslyear. The rule
also caps mercury eimissions front all power plants nationwide. at 38 tons
per year in2010 to 2017 and then at 15 tons by 2018 and thelcaftel The
rule allocates a budget to-each state based-on past emissions. Sc th
Dakota’s:mercury alloeation in. 2010 is 144 Ibs/year in 2010t6-2017 and
58 lbs/year thereafter. Adding-the 210 Ibs/year-for the new unit based on
the NSPS to the 144 Tbs/year allocated to South Dakota Yields an.
anticipated emission level for Big Stone:I and II as high 45354 1bs
mercury/ygar.
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of reduging emissions of mercury, the Big Stone II ¢o-owners agreed last week to-
voluntarily conuiiit to a site- wide cap of 189 Ibstyear’ plcmded the facilities are allowed 4
period of three years after comrercial operation date to test and mplement.commercially
available, technically feasible. mercury emissions control measures. This agreement is
significant because, even though electrical output from the combined units will increase to
230% of current capacity, mercury emissions from both units will not increase above the
amouit emitted during 2004.

asa Whole The agr eement has the added beneﬁt of ope1 atlon ﬂeubﬂuy — the owners can
put resources to- work where it will controlmercury most éffectively: and efficigiitly. Finally,
because the owriers must pmohase allowances in-excess of'those allocated tinder the Sotuith.
Dakota rules, they will have ongoing inceritives to reduce mereury eniissions,

We will contact you.at a later date to-discuss hew this voluntary cap can be incorperated.into
the PSD Construction Permit.

Please call meif-you have any.questions.
S 'i'-ncereiy,7 .
A

'fen‘y Gravmant
Manager; Environmental Services
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