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Option A: For the purposes of mitigating potential air quality impacts, including potential 
visibility and acid deposition impacts, of the DREP at Class I and Class I1 air quality 
areas in the region potentially affected by DREP, sithe2 shall obtain Emission Reduction 
Credits from physical and/or~operational~hanges that result in real emission reductions at 
one or more Electric Generating units3 (EGUs) within 300 km of the DREP and retire 
sulhr dioxide4 Allowances in accordance with the following: 

The number of sulfur dioxide Emission Reduction Credits required for 'the 
respective calydar year shall be determined by DREP's actual sulfur dioxide 
emissions, in tons, plus 10%. 
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I For purposes of measuring distances fiom the DREP as set forth in this Agreement, DREP shall mean the 
yoperty boundary of the DREP lease site. 

References to Sithe include its subsidiary "Desert Rock Energy Company, LLC" which will be the owner 
of DREP (referred to herein as the Desert Rock Project Company). 

Provided that Sithe proposes a method acceptable to the Federal Land Managers for determining emission 
reductions, Sithe may obtain real emission reductions at sources other than EGUs. 
4 Provided that Sithe proposes a method acceptable to the Federal Land Managers for determining and 
tracking emission reductions, nitrogen oxides reductions may be substituted for sulfur dioxide reductions 
by a ratio of three tons of nitrogen oxides to one ton of sulfur dioxide. 
5 Provided that Sithe proposes a method acceptable to the Federal Land Managers for determining emission 
reductions, Sithe may obtain physical emission reductions at sources not granted allowances under 40 CFR 
73. 
6 Provided that Sithe proposes a method acceptable to the Federal Land Managers for determining and 
tracking Emission Reduction Credits, Sithe may obtain real emission reductions at sources other than 
EGUs. Nitrogen oxides reductions may be substituted for sulfur dioxide reductions by a ratio of three tons 
of nitrogen oxides to one ton of sulfur dioxide. 



each calendar year which shall contain the amount of s u l h  dioxide emitted; 
amount, facility, location of facility, vintage of Emission Reduction Credits 
retired; proof Emission Reduction CreditsIAllowances have been transferred into 
account #XXX; and any applicable serial or other identification associated with 
the retired Emission Reduction Credits/Allowances. 

Due to the actual emission reductions obtained from nearby sources under this Option, 
the Federal Land Managers prefer this approach to mitigating DREP's air quality 
impacts. 
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' All costs referenced in this document are base-year 2006 dollars that will be adjusted for inflation by 
using the consumer price index. 



If Sithe chooses Option A, they will contribute $300,000 annually toward environmental 
improvement projects that would benefit the area affected by emissions &om DREP, 
including the Class I areas and the Navajo Nation. If Sithe chooses Option B, they will 
contribute toward environmental improvement projects an amount equal to the $3 million 
cap minus the cost of the Mitigation Allowances, up to a maximum of $300,000. 
Appropriate projects will be determined jointly by the Federal Land Managers, Navajo 
Nation EPA, the Desert Rock Project Company and Dine Power Authority, and may 
include projects that would reduce or prevent air pollution or greenhouse gases, 
purchasing k d  retiring additional emission reduction-credits or allowances, or other 
studies that would provide a foundation for air quality management programs. Up to 115 - - 

of the contributions can be dedicated to air management programs. The remaining 
contributions shall be' used to support projects-that mitigate &e;nhouse gas emission 
impacts. The Desert Rock Project Company sh ability to bank the greenhouse 
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Example # 1 : 

Suppose DREP emits 3,000 tons of SOz in 2010. Under Option A, Sithe would be 
required to reduce SO2 emissions at another source (or sources) within 300 km by 3,300 
tons. These credits can be used to meet the requirements of the acid rain program under 
Title IV of the Federal Clean Air Act provided that the physical andlor operational 
change occur on one or more EGUs. 

Example #2: 

Suppose DREP emits 3,000 tons of SO2 in 2010. Under Option A, suppose Sithe reduces 
SO2 emissions at another source (or sources) within 300 km by 4,000 tons. In this case, 



Sithe would have created 700 tons of surplus SO2 Emission Reduction Credits that it may 
use as it sees fit. 

Example #3: 

Suppose DREP emits 3,000 tons of SO2 in 2010. Under Option B, Sithe would purchase 
its "regular" 3,000 tons of Title IV Allowances from any source, anywhere, plus up to 
3,000 tons of SO2 "Mitigation Allowances" from another source (or sources) within 300 
km, provided that the total cost of the "Mitigation Allowances" does not exceed $3 
million (in 2006 dollars). If each "Mitigation Allowance" cost at least $1,000, Sithe 
would be done. 

Example #4: 

Suppose DREP emits 3,000 tons of SO2 in 20 Option B, Sithe would purchase 
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