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March 29, 2006

Mr. John Corra, Director

Department of Environmental Quality
State of Wyoming

122 West 25th St, Herschler Building
Cheyenne, WY 82002

Dear John:

As afollow-up to our meeting in San Diego, | want to first expressto you our sincere
thanks for joining us. Aswas expressed at the meeting, we are aware of the demands
on your time. Consequently we appreciate your willingness to meet with us on this
critical issue.

At our meeting you requested that we provide you with our suggestions on what
would be the “dimensions of a good decision” as to which regulatory path the states
should choose to implement the regional haze rule — an alternative regional emission
trading program or a state-by-state, source-by-source program centered on BART
determinations.

Asyou heard in our discussion, WEST Associatesis not of one mind on thistopic.
However, we do seem to be in agreement on at least some of the elements that need to
be considered in the decision the states are about to make on regional haze. These
include:

a) The outcome of the decision should result in greater regulatory certainty: As
you heard repeatedly, WEST Associates strongly supported the collaborative,
stakehol der-based decisions devel oped under the Grand Canyon Visibility Transport
Commission (GCVTC) and the Western Regional Air Partnership (WRAP).
However, as aresult of factors external to both the GCVTC and the WRAP, the
regulatory certainty provided by the WRAP Annex was compromised.

It isimportant to note that regulatory certainty not only benefits sources, but it has a
significant environmental benefit. Emission reduction objectives are more assured
when sources know what is expected of them and when it is expected. Similarly,
regulatory certainty isimportant to regulators as well, given the limited amount of
fiscal resources available to administer air programs at the state level.
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Therefore, we strongly believe that regulatory certainty is amajor factor that should be taken into
consideration when you chose aregional haze regulatory path.

b) The efficiencies of the proposed regulatory path must be considered: While there is the potential
for improved cost efficiencies with a market based program, those efficiencies will not realized if 1) the
program rules are not clearly defined; 2) the number of entrants are too few to promote a robust market.
For example, as discussed at previous WRAP meetings, there are few uncontrolled SO2 emission
sources left in the West, thus bringing into question whether there are enough allowances to create a
viable SO2 trading market; and 3) there are other regulatory constraints that prohibit participation in the
market. Asyou make your decision, it isimportant to consider these factors.

¢) The decision should not unduly rely on unproven assumptions. The success or failure of either
regulatory path is dependent on a number of factors. Many of these were discussed at our meeting in
San Diego, including probability of future litigation, EPA’s reaction to an alternative program, the
results of yet-to-be completed visibility data analyses and modeling, and others. Specificaly, the
regulatory requirements to address the visibility implications of whatever regulatory path you choose
must be fully considered.

d) Thedecision should respect emission reductionsthat have already been made: Aswe discussed,
many utility sources have already taken steps to reduce emissions. Many of those emissions reductions
were undertaken in anticipation of the previous WRAP program. It isimportant that those who have
reduced their emissionsin good faith should not be punished for their good deeds.

Also, the decision should take into consideration how non-BART eligible units will be factored into the
chosen regulatory path. These units should not be compelled to install additional controls or need to
purchase additional allowances. If an alternative program is adopted, these units should be encouraged
to participate by providing incentives, i.e., allowances. Theinclusion of these units into the regional
program will help to achieve the goals of “better than BART” reasonable progress more economically.

€) Can the outcome of the decision berealistically implemented: Significant uncertainty exists asto
the EPA’ s financial support of Regional Planning Organization (RPO’s.) Without substantial EPA
involvement, the states would have to establish the institutional, technical and administrative
mechanisms for implementing an alternative emissions trading program. If states pursue an alternative
trading program, then its future viability should be considered. Alternatively, the states must also
consider the fiscal implications of source-by-source BART analysis.

f) Equity among sources: Your decision should consider equity among all of the source sectors
relative to their respective contributions to visibility impairment.

g) Thedecision should consider the implications of demand growth and importance of coal: The
West continues to experience significant population growth, and hence, the demand for electricity will
continue to increase aswell. It isanticipated that much of the new electricity supply will necessarily
come from coal-based generation. Accordingly, energy and environmental goals cannot be considered
independently.
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We hope this input from WEST Associates is helpful to you and your colleagues as you prepare to make
this challenging decision. Aswas stated in San Diego, consistent with the charge of the Clean Air Act,
we view the states and the other stakeholdersin the region as our partnersin addressing this regional
environmental challenge.

Again, thank you for taking the time to join usin San Diego.

Sincerely,

C.V. Mathai, Ph. D., President
WEST Associates Board of Directors

c.c. IraDomsky, Arizona Department of Environmental Quality
Rick Sprott, Utah Division of Quality
Jm Norton, New Mexico Environment Department
Mary Uhl, New Mexico Environment Department
Dave Finley, Wyoming Department of Environmental Quality
L ee Gribovicz, Wyoming Department of Environmental Quality
Patrick Cummins, Western Governors Association
Don Arkell, WESTAR



