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PROCEEDI NGS
(August 29, 2000; 9:00 a.m)

HEARI NG OFFI CER GLENN:  Good norni ng. Wl cone back to our
second day of the hearings In the Matter of: Proposed New 35
IIlinois Admi nistrative Code 217, Subpart W the NOX Trading
Program for Electrical Generating Units and Amendnents to 35
IIlinois Adm nistrative Code 211 and 217.

My nane is Cathy Aenn. | amthe Hearing Oficer in this
proceeding. | would Iike to introduce the Board Menbers that are
present here with us this norning. Seated to ny left is the
Board Menber coordinating the rul emaking, Dr. Ronald Flenal.
Seated next to Dr. Flenal is Board Menber N cholas Melas. Seated
next to Member Melas is Anand Rao from our technical unit.
Seated to ny right is Dr. Tanner Grard

BOARD MEMBER G RARD:  Good nor ni ng.

HEARI NG OFFI CER GLENN:  Next to Dr. Grard is Marili
M Fawn.

BOARD MEMBER McFAWN.  Hel | o.

HEARI NG OFFI CER GLENN:  Next to Marili MFawn is Board
Menmber El ena Kezelis.

BOARD MEMBER KEZELI S:  Good nor ni ng.

HEARI NG OFFI CER GLENN: W& will just take care of a few
housekeepi ng matters and then plunge right in this norning.

First | would like to bring to your attention that on the table
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over there in front of the Agency is a letter to the Departnent
of Commerce and Community Affairs that the Board Chairnman, Caire
Manni ng, sent to DCCA and requested that an Econom c | npact Study
be done in this matter

The second hearing that we will be having in this natter
which will be on Septenber 26th, will be for the purpose of
di scussi ng any Economic |npact Study that is nmade avail abl e by
DCCA. However, it would appear that DCCA is not doing an
Econom ¢ | npact Study because they have not responded to the
letter, and the letter says if DCCA does not get back to the
Board by a certain date we will assune that they don't intend to
do a study.

However, the second hearing will also be devoted to
interested parties that want to testify in front of the Board
regarding their concerns in this matter. To clarify, there wll
be nenbers of the Agency present at that second hearing.

However, the purpose of the second hearing is not to ask the
Agency nore questions at that point. To the extent the tine
allows and to the extent that the Agency has peopl e avail abl e at
the second hearing that can answer your questions, they will be
willing to do so

However, we woul d ask that anybody that knows they want to
ask any questions in advance to please prefile those questions in

the formof prefiled testinony, which is due to the Board no
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ater than 4:30 in the afternoon on Septenber 15th, 2000. Again,
just because you file those questions does not nean the Agency
wi Il have answers for you at the second hearing, but they will do
their best to address your concerns.

Wth that, | think where we |eft off yesterday was we had
al ready taken testinony fromthe Agency witnesses and we had
begun the questi oni ng process.

If any menbers of the public here today would like to
begi n, please raise your hand and I will recognize you and then
pl ease step to the podium state your name, who you represent,
and feel free to ask your questions. The Board will interject
with questions also as is appropriate.

Who would like to start? Yes, please. | amsorry. Before
you begin, are there any questions about what the procedure is
here today?

Ckay. Please begin. Please state your nane for the
record.

MR DI ERICX: Thank you. M nane is Rick Diericx. | am
t he Manager of Environnental Resources for Dynegy M dwest
Generation. For those of you not famliar, those would be the
plants formerly associated with Illinois Power Conpany.

I would like to start out by first agreeing with an

observation that | think M. Law er nade several years ago, one
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is spent on ten percent of the issues. | think that's kind of

where we are today. W have no nmgjor comments on probably 90
percent of the allocation and reallocation methodol ogy set forth
by the Agency in this rulenmaking, but I would |like to ask a few
guestions to the Agency in an attenpt to try to get themto
reconsi der how the final ten percent of the allocations,
specifically those in the Conpliance Suppl enment Pool would be

al | ocat ed.

As a followup to M. Rodriguez's questions that he had
yesterday, ny first questions deal with Section 217.770 (e).
Yesterday the Agency stated first that the early NOx reductions
woul d be beneficial to ozone |evels, and that the Agency want ed
to use the Conpliance Suppl emrent Pool as an incentive to reward
sources that nake early NOx reductions. In order to nake early
NOx reductions the source will need to expend capital, incur
carrying costs for that capital, and in the case of SCRs, SNCRs,
gas reburning and some other NOx control technol ogi es, sources
will need to expend operating costs to nake the NOx controls
actual ly function.

If the Board adopts the rule with a noving target, such as
the potentially variable dates of the qualifying ozone season
reductions for early reduction credits, doesn't that enhance the

risk that the source may not qualify for early reduction credits
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1 MS. BASSI: Wuld you repeat your question without all of
2 the prelimnary, just the question itself?
3 MR DIERICX: Al right. [If the Board adopts the rule with

4 variable dates for the qualifying early reduction credits,

5 doesn't that create and enhance the risk that sources that nake
6 reductions in 2001 will not see any qualifying early reduction
7 credits for those reductions?

8 MS. BASSI: Yes, | would agree with that, that that is

9 possi ble. But as you pointed out earlier, the environnent stil
10 sees the benefit.

11 MR DIERICX: That's true. But if a source feels that

12 there is a greater risk of not qualifying for early reduction
13 credits, wouldn't that elimnate part of the incentive for them
14 to nake those early reduction credits, those early reductions?
15 MS. BASSI: | don't know. That is something that the

16 conpanies will have to answer.

17 MR DIERICX: Okay. |If the early reduction credits were
18 not awarded for NOX reductions during the 2001 and 2002 contro
19 periods but instead for the 2002 and 2003 control peri ods,

20 wouldn't the Agency expect nore sources to have installed NOX
21  controls and nore persons applying for the early reduction

22 credits?
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MS. BASSI: | think that is possible because of the | onger
lead tine to plan for and install the early reduction credits.
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At the sanme tinme, if a conmpany has planned for and installed the
early reduction mechani snms, you know, whatever it is going to be
for 2001 and 2002, | would al so expect those to still be in place
in 2003 and 2004. And so --

MR DI ERICX: Yes.

M5. BASSI: And so | think there is probably a greater
benefit in that sense. The greatest benefit would be if the
program does not slide

MR DIERICX: Yes. But | think you agree that there would
be nore people -- with the later dates there would be nore peopl e
potentially applying for those early reduction credits as they
have nmore tinme to install NOx controls?

MS. BASSI: Probably.

MR D ERICX: Ckay. So if there were nore peopl e applying
for early reduction credits, such that the pool was now
oversubscri bed, wouldn't the early reduction credits be awarded
on a pro rata basis, that is, |less than a one-for-one basis?

M5. BASSI:  Yes.

MR DIERICX: Ckay. |If only a fraction of an early
reduction credit is awarded for each early ton of NOx reduction
woul dn't that also provide |less incentive for sources to make

those early NOx reductions than a one-for-one award of NOx --
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M5. BASSI: | really don't know. Again, this is sonething

I think the conpani es woul d have to answer. You are asking about
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notivation. | guess fromny perspective, if we have to issue --

if we issue these allowances on a pro rata basis and so that the
conpani es are getting | ess than one-for-one, then, again, the
envi ronnent benefits, because the reduction is there. But,
unfortunately, there are not enough all owances to go around.

MR DIERICX: | think nmy questions are -- | amtrying to
focus on the question of howto create the best incentive to get
t hose reductions and get themas early as possible.

Anot her question, though, is if the early reduction credits
were deferred for sone reason until the 2002, 2003 contro
seasons, wouldn't all of the early reduction credits now need to
be used by the sources in the follow ng one control season rather
than the following two control seasons?

MS. BASSI: | don't know. The nodel rule does not provide
for an extension of tinme for inplenmentation as it is right now
And, really, in order to specifically or surely answer your
qgquestion, there would have to be -- the USEPA woul d have to anend
the nodel rule. The way the nodel rule reads right now | think
the answer to your question is yes. |If the programwere del ayed
because of various things that could happen or if the program

were overturned, then | think there would have to be a federa
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gquestion at this

point is doesn't this even nore linmited shelf life, if they do
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anend the rules, the nodel

trading rule, if

it isonly -- you

have to use early reduction credits now in 2003 and 2004, but

it is delayed and you don'

season, and you have to use them al

t get themuntil the 2002 and 2003

n't
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in 2004, doesn't this even

nore limted shelf life of early reduction credits again seemto

remove some of the incentives for the early reductions?

MS. BASSI: | don't

know. | would --

pl anning tool. Because you are right, they

woul d be retired at the end of 2004.

however .

MR D ERICX But even --

again, that is a

cannot be -- they

They are tradeabl e,

M5. BASSI: You certainly have to do sonething with themin

a hurry.

MR D ERCX: Yes.

Even if you traded them though, the

person you traded themto woul d have to use begin using themin

20047

BASSI: That is

5 3 B

BASSI :  Yes.

2

Conpl i ance Suppl enent Pool

correct.

DIERICX: Wth that limted shelf

was the potenti al

life?

DIERICX: One of the reasons USEPA created the

inability of the
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inatinely manner and nmaintain a reliable supply of electricity

to its custonmers. This issue was highlighted several tines in
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the case before the DC Crcuit Court and has been raised by the
II'linois EGUs in the preproposal stage of this rulemaking. In
its proposal to the Board at Section 217.770 (f) the Agency has
reserved only a portion of the Conpliance Suppl ement Pool for the
EGQJ sector.

| guess ny question is has any other industry expressed a
concern with its ability to install the required NOx controls and
continue to provide an essential product or service to the
public?

M5. BASSI: To date no industry has expressed that concern
However, we are not conpleted with our devel opnent of the other
side of this rule for the non EGUs. There was -- the reason --
one of the reasons why we -- as | said yesterday, one of the
reasons why we stated it in Section 770 as we did, that at |east
this nunber of allowances was preserved for the EGJs i s because
we had not yet conpleted that other devel opnment of a rul enaki ng.
In the nodel rule the USEPA does not distinguish between who the
Conpl i ance Suppl ement Pool is available to, at least the way |
have read it. And that is why we felt that it was appropriate to

preserve a specific nunber specifically for EGQJs, |eaving the



21

22

23

24

10

11

12

13

14

15

16

17

18

19

20

other nunber ultinmately available if it is not used.
MR DIERICX: Ckay. Thank you. That concludes ny
guestions at this tine.
HEARI NG OFFI CER GLENN:  Thank you, M. Diericx. Does
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anyone el se have questions this norning?

Yes, please, M. Mirray.

MR MJRRAY: CGood norning. M nane is WIlliamMrray. |
amthe Regulatory Affairs Manager for the O fice of Public
Uilities of the Cty of Springfield. W are nore comonly known
as City, Water, Light & Power locally. | would like to probably
cover some subjects that were | ost upon yesterday and nmaybe we
can see if we can get a little further.

M. Kaleel, it is ny understanding fromyour testinony that
you have been involved in the nodeling efforts that the Illinois
EPA has undert aken?

MR KALEEL: That's right.

MR MJURRAY: And you al so have been involved in the
nodel i ng efforts at LADCO?

MR KALEEL: Yes, | have.

MR MJRRAY: And | believe it was al so your testinony
yesterday that you al so participated in the nodeling efforts of
the ozone transfer assessment?

MR KALEEL: Yes.

MR MJRRAY: kay. And, again, you have been involved in
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woul d be referred to as the subregi onal nodeling since the OTAG
process has been conpl et ed?
MR KALEEL: That's correct.
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MR MJURRAY: Can you tell nme whether you have al so been
i nvolved in a nodeling group called the Ad Hoc Model i ng G oup
si nce OTAG?

MR, KALEEL: Actually, | ama part of that committee, yes.

MR MJURRAY: Could you explain for the Board and the
nmenbers of the audi ence what the Ad Hoc Modeling G oup is?

MR KALEEL: The Ad Hoc Modeling Goup is | guess a
conmittee that was established kind of at the initiative of M.
M chael Curber (spelled phonetically) who is the Director of the
Lake M chigan Air Directors Consortium and another person that is
a nodel er on the staff the Tennessee Valley Authority, M. Larry
Cot ney (spelled phonetically). | think it was the recognition of
both of those gentlenen that since the OTAG process was conpl et ed
that there was perhaps an insufficient communication anongst the
nodel i ng comunity as to what cones after OTAG and what kind of
coordi nati on shoul d happen anongst the various parties preparing
attai nnent denonstrations and further nodeling after OTAG was
concluded. So they had established this Ad Hoc Modeling

Conmittee, invited industry representatives, consultants, somne
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to share information.
MR MJRRAY: It is ny understanding -- about how often does
that group neet?
MR KALEEL: W neet generally about once a quarter and
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have conference calls perhaps a little bit nore frequently.

MR MJRRAY: And at these quarterly meetings it is ny
understanding that the different nodeling efforts that are going
on are denonstrated and critiqued and anal yzed, or the results of
them are given out?

MR KALEEL: Not in a real great detail. Each of the
menbers of relays | guess or reports to the other nmenbers on
topics of interest to themor difficulties or issues that each of
themare facing as they try to conplete their nodeling studies.

MR MJRRAY: Wuld it be fair to say that you probably have
seen nost of the information on nost of the nodeling efforts that
have been ongoing on this issue of ozone transport?

MR KALEEL: | think | amfanmliar at least a little bit
with some of the efforts going on in other parts of the country,
yes.

MR MJRRAY: In your testinony, which was submtted as
Exhi bit Nunber 23, on the bottom of page two and the top of page
three you address sone findi ngs about USEPA reduci ng NOX

em ssions. |In ny reading of your testinony |I did not see any
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MR KALEEL: | amstill trying to find the specific part of
the testinony that you are -- | think in this part of the
testinmony all | was referring to was that USEPA did issue the NOx

SIP Call and there are sone findings fromthe OTAG process and
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the NOx SIP Call using that to establish the basis of sonme of the
nodel i ng that we have been involved with since that tine.

MR, MJURRAY: Based upon all of the nodeling efforts that
you have been involved with and have seen the work of others, can
you tell me whether there is any conclusion that can be given
with regard to attainnment in the northeast part of the United
States as a result of the NOx SIP Call?

MR KALEEL: | amcertainly not an expert on the nodeling
that is going on in the northeast. M understanding is that
northeast, the eastern states for the nost part are still having
difficulty denonstrating attai nment even with the NOx SIP Call
controls built in. There are probably additional measures that
woul d be required in the northeast.

MR MJRRAY: kay. Going again to your testinony, Exhibit
Nurmber 23, | assune that Figures 4 and 7 of the prefiled
testinony was part of that submitted exhibit?

MR KALEEL: Could you repeat the question?

MR MJRRAY: In the prefiled testinony you had an exhi bit
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entitled Figure 4 and Figure 7.
MR KALEEL: Yes.

MR MJRRAY: And is that part of Exhibit Nunber 23?2

MR KALEEL: | guess | would refer to our attorneys or to
the Board. | don't --
HEARI NG OFFI CER GLENN: | have nmarked here Exhi bit Nunber
153
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23 and, indeed, Figures 4 and 7 are part of that subm ssion

MR KALEEL: Thank you.

MR MJRRAY: | just wanted it clear so the record reflected
the right figures.

MR KALEEL: Sure, sure.

MR MJRRAY: Wth regard to Figure 4, | believe you
testified yesterday on the slide that that represented the NOX
tonnage reduction based on various control efforts; is that
correct?

MR KALEEL: Yes.

MR MJRRAY: And that showed a fairly steep decline which
you testified yesterday that we continued to see that decline
with the NOx SIP Call?

MR KALEEL: Yes.

MR MJRRAY: And pretty much on the sane sl ope, would you
agree?

MR KALEEL: | guess | amnot sure about the slope, but I

agree that the NOx SIP Call would provide further NOx reductions.
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MR MJRRAY: Wth regard to Figure Nunber 7, it is ny
understanding that this figure represents the results of the
nodel ing effort with regard to ozone concentrations; is that
correct?

MR KALEEL: Yes.

MR MJRRAY: And that would be ozone concentrations in the
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nonattai nment area rather than at the boundary |ine?

MR KALEEL: This particular figure, Figure 7, reflects the
-- what we woul d expect to be the adjusted design value at the
nonitor, the highest nonitor in the Lake M chigan region. So
this does not represent boundary condition ozone. This
represents the ozone expected at the highest nonitor in the
region, yes.

MR MJURRAY: And would it be fair to say that |ooking at
that depiction it appears that the ozone |levels are leveling off
as controls becone nore strict?

MR KALEEL: | think the way | would interpret that is that
to sone extent the response of the nodel or the nodel is
respondi ng to the anount of emnissions that are | guess renoved or
reduced in between or relative to each of those different
scenari os.

MR MJRRAY: | guess would it be fair to say that the slope

for the ozone reductions is a lot |ess severe than the sl ope of
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MR KALEEL: | guess | don't know about your reference to
t he sl ope.

MR MJRRAY: Figure 4 versus Figure 7.

MR KALEEL: I mean, an awful ot of that depends on the
scal e that we use for conputing these charts. | have not
actually conmputed a slope in any kind of technical way. | think
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I would agree that the responses are not one-for-one. The nodel
does not respond in a linear way or a one-to-one way to em ssion
changes. It is a nuch nore conplex systemthan that.

MR MJRRAY: Based on all of the nodeling efforts you have
been involved with and have seen with your involvenment with the
Ad Hoc Mbdeling Group, would you say that this is a fairly comon
effect in different nodeling results that we are seeing, the
relationship that you just described between NOx tonnage
reducti ons and the ozone reductions in a nonattainment area?

MR KALEEL: | think that these results are typical of the
kinds of results that we would see in other parts of the country.

MR MJRRAY: In your testinony on page seven, regarding the
di fference between 0.25 pounds per mllion btu control strategy
and NOx SIP Call control strategy, | believe your testinony
i ndi cates that you found an additional Iimted air benefit in the
two control strategies in the anount of one-to-three parts per

billion?
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MR KALEEL: That's right.

MR MJRRAY: Based on this conclusion and your ot her
i nvol venent in the other nodeling groups, can you tell whether
this is also a consistent result between the two different
control strategies?

MR KALEEL: | think what is obvious fromthe Figure 7 and
what | tried to characterize is that a great deal of the benefit
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that we are achieving, and naybe this is where you are headed,
but a great deal of the benefit that we woul d be achi eving
locally and regionally conmes fromthe NOx reduction | evel tested
at the 0.25 pounds per nmillion btu scenario. There are further
benefits to the NOx SIP Call in relation to the anount of NOx
tonnage that we are renoving out of the nodel that we would
expect to see in the environnent.

So there is certainly a great deal of inprovenent | ooking,
again, at Figure 7 between the 1996 base case and the Cean Ar
Act controls. As | have testified yesterday, the Cean Air Act
nmeasures are a conbination of -- or the effect that we are seeing
is a conbination of both |local controls, typically VOC controls,
and sone regional controls, prinmarily regional controls presented
by the dean Air Act, the Title 4 or the Acid Rain controls as
they relate to NOx emissions. The 0.25 scenario is a further

reduction of NOx em ssions in the anmount of about 2,400 tons,
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bel i eve, was the nunber in ny testinony on page six relative to
the Cean Air Act control. And we are seeing a large response to
that control scenario.

The NOx SIP Call does not renove quite as much NOx, and
there are no |l ocal VOC controls associated with that particul ar
scenario. And because of the | ess NOx tonnage and the fact that
there are no VOC controls you see a |l esser nodel response.

MR MJURRAY: Thank you.
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MR KALEEL: Ckay.

MR MJRRAY: M. Lawler, in your testinony and | believe
also in M. Forbes' testinony there is a variety of references to
the concept called -- referred to as highly cost-effective
nmeasure or highly cost-effective control neasure. Could you
define what you nmean by highly cost-effective neasure?

MR LAWER | think the way that | was referring to it in
the testinony is USEPA essentially defined the control neasures
that we tal ked about yesterday as highly cost-effective and part
of the OTAG process and the followup work that they did to the
OTAG process, they use the termhighly cost-effective for
controls on these particular sources to the | evels that they
pr oposed.

MR MJRRAY: Ckay. So | can concl ude, based on your
testinony and M. Forbes' testinony yesterday and what was filed

that highly cost-effective control neasure would be sonet hi ng
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that would be in the range of $1,460.00 to $1,488.00 a ton of
NOx renoved?

MR. LAWLER  No.

MR MJRRAY: | nean, if M. Forbes can answer that, that is
fine.

MR LAWER Well, let ne add a little bit before M.
Forbes does. W need to put things into perspective a little
bit, that at this point the VOC controls that we have been
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proposing for the nonattai nment areas up to this point were well
over the anount that you had just nentioned. They are in the
bal | park sometines as high as $10,000.00 a ton for the VOC
controls. So in the USEPA's statenents this has been taken into
account, and | think probably what Dick is going to also add to
this is that you have to kind of | ook at a broader picture rather
than just this particular set of nunbers. And the nunbers
t hensel ves to naybe the nearest dollar are not inportant as nuch
as the magnitude. This magnitude of cost that you are nentioning
is generally consistent with what the highly cost-effective
nunbers that EPA has cone up with

MR MJRRAY: Al right. Wuld there be a point when
sonet hing didn't becone highly cost-effective or no | onger was
hi ghly cost-effective?

MR LAWER | couldn't give you a nunber on that.
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MR MJRRAY: In ternms of -- you nmention the VOC reductions.
It is my understanding that was in the nonattai nment area and
that is not a regional progran?

MR LAWER That's correct. That was in the nonattai nnent
ar ea.

MR MJRRAY: | think M. Forbes, we had sone testinony or
guestions yesterday about the IPMgrowh factors for Illinois.
believe the growh factor is eight percent and referred to as
1.08 when it is used in the fornul a?
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MR FORBES: That's correct.

MR MJRRAY: In the budget for EGQJs the baseline is 1996,
is that correct, for heat input?

MR FORBES: Right, the base year that EPA used in SIP Call
was 1996 for EGUs.

MR MJRRAY: You testified yesterday that the Illinois EPA
did subnmt coments to the USEPA regarding the growh factor?

MR FORBES: W did.

MR MJRRAY: kay. Can you tell mnme whether or not those
commrent s addressed what growth had occurred in Illinois in terns
of heat input for electric generation at the tinme the conmments
were made?

MR FORBES: | believe that the comments that we nade were
based on informati on we received fromthe existing utilities. W

asked themto provide information to assist us to what
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what their expectations were for their own individual units in
order that we coul d nake a reasonabl e comment to the EPA about
what the growth should be -- how growth should be represented in
the estinmates.

MR MJURRAY: Do you recall what that estinate was?

MR FORBES: | believe it was 34 percent.

MR MJRRAY: kay. It was 34 percent. That was four and a
hal f tinmes what the growh factor assigned for Illinois in the
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budget was?

MR FORBES: That's correct.

MR MJURRAY: Can you tell me whether or not you are aware
as to whether Illinois utilities have exceeded that eight percent
grow h factor at this point in tine?

MR FORBES: | believe that question was asked yesterday
and ny response at that point is we will have to go back and | ook
at -- | don't have the information avail able to answer you today.

MR MJRRAY: Ckay.

MR FORBES: | would -- you know, | would probably say that
ei ght percent would -- that it is likely eight percent is
exceeded, but | will have to verify that.

MR MJRRAY: kay. Well, if we could, then, perhaps assune

that it has been exceeded.
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MR, FORBES: (Nodded head up and down.)

MR, MJRRAY: How does this relate to the Illinois budget
for EGUs?
MR FORBES: Well, obviously, the nunbers -- if we have

exceeded the eight percent then we woul d have exceeded the
budget, because the budget was based on ei ght percent grow h.
MR MJRRAY: So | -- so wuld it be fair to say we have
al ready seen 2007 if that was true?
MR FORBES: Yes.
MR MJRRAY: Wth regard to the em ssion rate that the NOx
161
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budget is based on, |I believe that is 0.15 --

MR FORBES: That's correct.

MR MJRRAY: -- pounds per mllion btu?

MR FORBES: That's correct.

MR MJURRAY: Wbould you have an opinion, if the growh rate
was 34 percent by the year 2007, how that would translate to an
em ssion rate for these EGUs in the year 2007, based upon what
t he budget is.

MR FORBES: Well, obviously, it would have to be |less than
0.15 in order to neet the budget. | think the other thing
shoul d nmenti on, however, is in USEPA s running on the actua
nodel it is a very conplicated, conplex econom c forecast nodel
It is also based on what activity is going on within 23 states.

And it was expected that a substantial anount of trading would go
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So | think EPA did expect that sonme of the actual em ssions
in 2007 at the conpliance rate would potentially be exceeded in
different states, but that the reductions would be avail abl e
t hroughout the full 23 state jurisdiction to be able to conply.
In other words, they were assum ng substantial trading to occur
that in all would allowthe NOx SIP Call jurisdictions to neet
the total NOx budget.

MR MJRRAY: Your testinony al so nakes reference to the
availability of purchasing extra all owances as a conpliance
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st rat egy.

MR FORBES: Yes.

MR MJRRAY: Has any of the material that has been
submtted with the filing for Subpart Wcontain an estinate of
what the price of such an all owance woul d cost?

MR FORBES: | don't believe so

MR MJRRAY: Ckay. Are you independently aware of what the
current market price for the year a 2003 vintage all owance is?

MR FORBES: No, | am not.

MR MJRRAY: On pages five and six of your testinony, you
di scuss the various categories of affected boilers. | believe we
are referring to Appendix F units there. Could you tell the

Board how nany of those affected units are coal -fired boilers?
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FORBES:. | believe 64.

MURRAY: That is out of a total of 103 affected?

2 ® %

FORBES: That's correct.

MR MJRRAY: Those, again, are units that were in existence
prior to 1995?

MR FORBES: That's correct.

MR MJRRAY: Has IIlinois EPA or any ot her state agency
conducted any study on the feasibility of retro fitting all 103
of these emi ssion units by May 1 of 20037

MR FORBES: Could you clarify what kind of study that you
are -
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MR MJRRAY: A feasibility of that tinme |line being nmet by
all units?

MR. FORBES: Al 103?

MR MJRRAY: Yes.

MR FORBES: | don't believe that we have conducted such a
study, but | believe the EPAin its evaluation of the NOx SIP
Call did look at the time frames that would be required for al
of the units within the SIP Call domain to conply. And ny
understanding is that their conclusion was that it would not be
feasible. Again, considering the basis for the NOx SIP Call is
that trading would exist, that not all units would need to have a
full retrofit, that many units woul d be able to nake nargina

reducti ons and purchase additional reductions fromother units in
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the market. And ny understanding is that their conclusion was
that it was feasible for all of the units to conply under that
scenari o.

MR MJRRAY: And in that feasibility they concl uded that
there was sufficient engineering nmaterial and skilled | abor
resources to conplete that task in that tinme franme?

MR FORBES: | assune that was part of the eval uation that
t hey did.

MR MJRRAY: | believe | have one question for M. Bassi.
It has to do with Part 97. | nust admt | have not read Part 97
yet. | believe there was testinony yesterday that the Part 97
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rule, which is the -- if | understand the new and i nproved
trading programfor the Section 126 petitions, that does not have
the flow control going in until 20057

MS. BASSI: Part 97 is the trading programthat USEPA woul d
admnister if it inposes the NOx controls that are necessary for
what ever reason, either through the -- in response to the 126
findings or for a FIP that might be inposed. |In January of this
year they anmended Part 97 in conjunction with the 126 petitions
and it provides that flow control would not start -- flow control
for the Conpliance Suppl enent Pool would not start until 2005.

USEPA' s stated intention with parts 96 and 97 was that the

two woul d be the sane, that they woul d work together seani essly.



13

14

15

16

17

18

19

20

21

22

23

24

10

11

12

But then they have nmade these changes to Part 97. They have al so
changed the allocation nethodology in future years and as |
nmentioned yesterday, the basis for determining eligibility for
al |l onances to what we call nodified FIP.

MR MJRRAY: | know we have -- you had testinony that
related to the fact that you have to adopt the trading program
al ong certain paraneters.

MR. FORBES: Uh- huh.

MR MJRRAY: For it to get the automatic approval or the
fast-track approval.

FORBES: Well, not just fast-track approval, but --

MR MJRRAY: | don't mean the Board fast-track
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MR FORBES: No. But you are correct. USEPA has said that
if you -- if states adopt what they have and they don't deviate
fromit that they will get streamined approval of their SIPs.

W have deviated fromit sufficiently that they are going to
look. But there is not flexibility to deviate fromcertain parts
of the trading program the federal trading program in order to
participate in it at all

MR MJRRAY: Is it ny understanding that you do not believe
that we could use a flow control delay until 2005 ?

MR FORBES: The states do not have -- the states do no
control flow control. This is an adm nistrative portion that

USEPA i nposes as the admi nistrator of the whole trading system
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So it is sonething that is beyond our -- it is not sonething that
we --

MR MJRRAY: So it is possible that the differences in Part
97 will be what the USEPA follows on the tradi ng progranf

MR FORBES: | really don't know.

MR MJRRAY: Ckay.

MR FORBES: It was sonething that | noted because it was a
change from Part 96 and so far maybe they don't think they are
going to inplenent 97, that everybody will conply. Wo knows.

MR MJRRAY: kay. Thank you. That's all of the questions
I have for now

HEARI NG OFFI CER GLENN:  Thank you, M. Mirray. Are there

KEEFE REPORTI NG COVPANY 100
1- 800- 244- 0190
any ot her questions?
Yes, please, M. Faur.
M5. FAUR  Good norning. | am Cynthia Faur from
Sonnenschein, Nath & Rosenthal. | am hear on behalf of M dwest

Ceneration, and we just have a few questions on the early
reduction credit provisions, which are Section 217.770. First
off, with regard to | guess the emi ssion reduction threshold, the
threshold to which credits can be allocated, that is contained in
Section 217.770 (c). Does the nodel rule provide discretion as
to how this threshold is determ ned?

MS. BASSI: W have interpreted that it does. The nodel
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rul e provides for the Conpliance Suppl enent Pool that states may
choose to use. It limts what the allowances nay be all ocated
for, the activity on the part of the utility that the all owance
may be allocated for. W have interpreted it to allow us
flexibility beyond that point.

M5. FAUR. So that there is flexibility it determ ning
let's say -- well, actually, 217.770 (c), it contains different
provi sions for whether or not you are regul ated under Title 4 or
if you are -- have units that are included in a NOx averagi ng
plan or units that the are not included in the NOx averaging
plan, there is discretion in determning how credits are going to
be allocated to those units based on differences?

MS. BASSI: W have interpreted Part 96 to allow this and
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they have come up with this.

M5. FAUR Ckay. For units that are included in a NOX
averagi ng plan, can you clarify how the affect that they are in a
NOx averagi ng plan would affect their ability to obtain an early
reduction credit? For exanple, there is an individual unit that
has itself decrease em ssions nore than 30 percent beyond what it
woul d be required if it were subject to an individual limtation
but does that nmean it needed to be 30 percent bel ow t he average
nunber in the NOx averaging plan or howis this going to work for
i ndi vi dual units?

MS. BASSI: The bottomline is that the units or the -- the
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units for which a conpany is seeking early reduction credits nust
control 30 percent -- well, they nmust control nore than 30
percent bel ow whatever the applicable requirenent is. If a
conpany has decided to include the unit in a NOx averagi ng pl an,
then we would view all of the units that are included in the N
averagi ng plan as a whole. So what we would be |ooking -- so the
early reduction credits that woul d be avail able woul d be -- what
the reduction fromthat group is, as opposed to the reduction of
a single unit that is included in the group.

M5. FAUR  Ckay.

MS. BASSI: Once a conpany has subnmitted a NOx averagi ng
plan to the USEPA then, in essence, what it has done is taken a
group of units and said this is how we are going to treat these
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units in order to conply with Title 4. Because we are | ooking at
this as a reduction bel ow applicable requirenents, then it seened
logical to us to treat themas a whole just as the conmpany had
when they did the NOx averaging plan. That's the reason why we
di stingui shed between units that are in a plan and units that are
i ndividual and also tried to tie it to applicable requirenents as
opposed to what any individual unit does outside of that.

M5. FAUR. The NOx averaging plan is an annual plan. Has
t he Agency determi ned how they are going to handl e the fact that

t he NOx budget has a seasonal conponent?
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MS. BASSI: M understanding is that information is
avai l abl e to conpanies and is probably even out on the Wb that
wi Il show how they operated during the ozone season or during the
control period and what the average heat rate was for the -- for
those units that are included in the plan and that it is possible
to performthe mathematics that will deternm ne whether or not
they are eligible for early reduction credits. This is
i nformati on that the conpani es al so woul d be submitting to us.
Just as in any other report we would review it and check it and
verify it and go fromthere

M5. FAUR: Ckay. Now noving on to the actual pool of
credits that you have to allocate, under Section 217.770,
Subsection F (2), the Agency has 15,261 credits to allocate over
the two years prior to the start date of the program hopefully
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2001-2002. The Agency has proposed to allocate these one half in

the first year and one half in the second year. Could you

explain the basis for determning to split these half and hal f?
M5. BASSI: The rational was that this would --

this would allow us to -- or would allow the conpanies to do sone

pl anni ng, that they would know that this is the nunber of

al | onances that were avail able, and that they would apply for

them and we would notify themfairly early on, as opposed to what

it mght beif we didn't notify themuntil the end, of how many

al | onances that they were going to receive fromthis pool. But
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also, we allowed for these to carry over to the second year in
order to distribute all of the allowances. So our intent here is

not to restrict on the whole the nunber of early reduction

credits that units may earn. It is nerely to try to put sone
kind of -- | don't know -- organi zation, | guess, to how they are
di stri but ed.

M5. FAUR. Since there is going to be a carry-over fromthe
first year to the second year, did the Agency ever consider a
different allocation nethod, let's say two-thirds in the first
year, one-third in the second year, which is a nmethod that woul d
encour age earlier reductions?

MS. BASSI: That is another approach that has as nuch
validity as the one we have. Perhaps sonme of M. Diericx's

concerns about the incentives for the reductions mght be
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reduced. In other words, if you reduce in one year and then you

don't reduce in the next. There is nothing that says that once
you reduce you have to stay reduced.

M5. FAUR: But if you do stay reduced you can apply for
credits in the subsequent year?

M5. BASSI: Yes.

MS. FAUR  Thank you.

HEARI NG OFFI CER GLENN:  Thank you, Ms. Faur. Does anyone

el se this norning have questions?
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Yes, please, M. MGCervey.

MR McCGERVEY: Good norning. M nane is Joe McGervey. | am
an anal yst with Energy and Environnental Analysis. | have got
four sets of questions this norning for the Agency. Mst of them
related to the treatnment of new sources.

The first one, the proposed rule provides a stream of
al | onances through 2009 for the Appendix F units. Regardless of
how the plan is operated or whether it is shut down, the EPA
nodel rul e suggests that allocations should reflect actual plant
operations. The proposed rule, inits fixed flex mechani sm
presents the appearance of granting a property right to the
existing facility owners that they would receive fromthe state,
and this represents a significant advantage for their planning as
well as for their finances.

Can one of you briefly explain to ne how the allocation
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nmechani sm was devel oped and how the allocations for the existing
units were deternmined for that period and al so were any new

sour ce devel opers involved in the devel opnent of that allocation
process?

MS. BASSI: As we submitted with our testinony or with our
package when we filed the proposal with the Board, we net -- we
have net with the effected community and others many, nany tines
over the past two years. As M. Lawer testified yesterday, we

started nmeeting with people in late 1998, shortly after the SIP
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Call was promulgated. Initially we met with the Appendix F --
representatives of the Appendix F EGQJs, and for a long period of
ti me haggl ed over how we woul d distribute the all owances to the
Appendi X F units.

In the spring of 1999, we began neeting also wth
representatives of new EGJs, and also -- and explained to them
t he approach that we were in the process of devel oping. They
participated in that process or they had the opportunity to
participate in that process fromthat point forward. The initia
allocations that are listed in Appendi x F were negoti at ed.

MR M CGERVEY: Ckay.

MS. BASSI: Just flat out negotiated. The allocation
nmet hodol ogy, as | testified yesterday, was one that we fee
reflects coments that Illinois EPA has filed w th USEPA on
several occasions that there should be a phasing in of this
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program And you are right, it does give the Appendix F EGJs the
opportunity to plan

MR McGERVEY: Thank you. That does answer the question
there. The second question is related to that. The nomi na
allocations in the proposed rule are based on an enission rate of
0. 15 pounds per -- as the rule -- ny reading of it |ooked like if
was based on approximately 0.15 pounds per mllion btu for the

exi sting units which, you know, you are saying it was actually
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negot i at ed?

MS. BASSI: Yes, it was a negotiated nunber

MR MCGERVEY: (kay.

MS. BASSI: The 0.15 pounds per million btu cones in only
in determning the nunber of allocations that are -- that that
unit would be eligible for when we get into what we call the
flexible portion of the allowance all ocati ons.

MR McCGERVEY: Ckay. As it proceeds in the years?

MS. BASSI: Uh-huh

MR, McCGERVEY: For the new units, they would be eligible
for the lower of 0.15 of the pernmitted |levels for the new units,
and | think one of the benefits of a fully inplenmented cap and
trade systemis that it encourages | ow enission generation, and
the rule does seemto provide that encouragenent for the existing
sources in the system However, there is not that encouragenent
for [ower em ssions fromthe new sources.
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Was there any analysis perforned to determ ne whether it
was nore cost effective to have the separate treatnent of the
exi sting and new sources or was there any other way that that was
det er mi ned?

MS. BASSI: Wth regard to cost analysis, no, we did not do
a cost analysis of that different treatnent.

What was the second half of your question? | amsorry.

MR MGCERVEY: Wl --
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MS. BASSI: Sone ot her anal ysis?

MR M CGERVEY: Yes, or any other analysis to say, well, we
should treat new and existing differently based on sonethi ng
ot her than cost anal ysis.

MS. BASSI: | don't know that | could say that there was a
specific point by point by point analysis of -- in terns of how I
think analysis would roll out. A rationale for why we took this
particul ar approach is that new units are subject to certain
[imtations on their operation that reflect or that will result
in fewer NOx emi ssions than what we woul d expect to see from
coal -fired units. In an attenpt to distribute our allowances --
t he nunber of allowances that we have available to us to as nmany
units as possible this appeared to us to be one approach that
woul d allow us to do that.

As M. Mirray was al luding to, because of the nunber of
al | onances that are available to Illinois sources to be issued by
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the state as opposed to going out on the market and participating

in the trading programitself. Units in lllinois, particularly
the coal -fired units in lllinois, will be operating at -- wll
have to operate at a rate nmuch |ower than 0.15. |f you consider

that and conpare that with the all owance schene that we have set
up for the new EGUs, they are probably reasonably equitable.

MR McCGERVEY: Ckay. But they are different?
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MS. BASSI: But they are different and they are different
fromwhat Part 96 provides.

MR MCGERVEY: M third question regards the set-aside.
have sone question about whether the new source set-aside shoul d
change fromfive percent to two percent in 2006. The set-aside
provides a source of allowances for new sources until they have
accunul ated enough data to enter into the main part of the
al  onance al |l ocation system Restricting the size of the
set-aside may present a barrier to new clean sources that want to
locate in Illinois. The Illinois EPA has stated that they
expected the five percent set-aside to be oversubscribed in the
early years of the program

And ny question is, was there any analysis done to
det er mi ne whet her the new source set-aside should be adjusted
downward i n 20067?

MS. BASSI . Agai n, there was no fornal step-by-step
analysis in the terns that | think of as an analysis. The two
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percent was a nunber that we had di scussed with both existing and
new EGJs at a nunber of the neetings that we held with them prior
to submitting our proposal. And while sone individual new --
whil e representatives of some individual new EGUs had suggested
that perhaps two percent is a bit low, the general feeling seened
to be that it was a reasonable nunber. That the nunber of new

units that would be entering the state -- or | should not say



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

entering the state -- that would appear, woul d probably start
leveling off within the next few years.

Al so, in sone instances -- we have to distinguish between a
new unit a unit that has been nodified. Sone units that are
bei ng nodi fi ed nay appear on a list of new units that we have,
but they are actually being nodified, perhaps sw tched from coa
firing to natural gas firing. Units retain their comenced
commerci al operation date, and so in sone instances while it
m ght appear that it is a newunit it is actually contro
technology or it is viewed in this programas a contro
t echnol ogy.

MR McCGERVEY: Going fromcoal to gas, would that be --

(Ms. Kroack and Ms. Bassi confer briefly.)

M5. BASSI: | was also rem nded here that new -- that units
that have received all owances fromthe new source set-aside do
fold into our flexible portion. So the first -- all this big
group of units that have come on |line by 2002 should -- well,
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nost of themanyway will fold into our existing pool. They will
becone existing EGJUs in 2006. So there is going to be a big
influx of units in 2006 and the nunber of new units wll
di m ni sh.

MR MGCERVEY: | think you referred to this yesterday.

There is the period between 1995 and 20007?
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BASSI: And 2005 essentially, yes.

McGERVEY: Wiere all of those will be rolling in?

5 3 &

BASSI :  Uh- huh

MR M CGERVEY: Stepping back just a minute, you mentioned
units switching fromcoal to gas --

M5. BASSI: Unh-huh

MR MCERVEY: -- and their treatnent. |Is that
specifically just boilers converting fromcoal to gas or would
this also include facilities that are repowered or that nmay be
| evel ed and replaced with a gas conbi ned cycle unit on the sane
site?

M5. BASSI: There is a definition of repowering that is
i ncluded in our proposal that goes beyond or that is different
fromthe Title 4 definition of repowering

MR MCGERVEY: (kay.

MS. BASSI: And if an existing unit -- wait a mnute. e
of you guys has to answer this because this is getting into the
technol ogy stuff.
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You are asking nme about how boilers work. M. Forbes wll
t ake over now.

MR FORBES: Essentially, any particular existing unit that
woul d repower -- as Kathleen nentioned, we have included a
definition in the proposal. Essentially, the Agency is view ng

the repowering as a control technique.
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MR MCGERVEY: (kay.

MR FORBES: It is a nethodology to enable an existing unit
to reduce em ssions. That is howwe are viewing that. So that
woul d still remain as an exist unit.

MR, McCGERVEY: For this rul enaki ng?

MR FORBES: For this rul emaking

MR MGCERVEY: Oherwise it is different?

MR FORBES. Right.

MR MCGERVEY: M last question touches on sonething that |
didn't hear in the testinony yesterday, but | sawin ny reading
of Section 217.768, Paragraph H, and this is regarding new
sources again. And ny reading of paragraph His that new sources
that come on line after January 1st, 2003 are charged a fee to
draw al | owances from a new source set-aside. The nonies
collected fromthis fee will be passed back to the existing
sources. Again, this treats the -- it seens to treat the
al | onances as a property right of the existing power plant
owners. To ny know edge, there are no other states that have
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this type of arrangenent. |s ny understandi ng of Paragraph H
approxi mately accurate? And what is the rationale for charging
the new sources for taking these all owances fromthe new source
set - asi de?

MS. BASSI: Except for your comment that this creates a
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property right, which I think we very explicitly say there are no
property rights here, your interpretation of this is accurate.
The rational e comes fromthe General Assenbly, the Genera
Assenbl y' s adoption of Section 9.9, which is the enabling an
directing legislation for this particular program The Section
9.9 provides that the Agency may charge for allowances that are

i ssued fromthe new source set-aside for units that commence
operation on or after January 1, 2003. W interpreted that as an
expression of the intent of the General Assenbly that we nove
forward with this particular -- consistent with that |anguage
that is in there.

Also in Illinois ny understanding is that our ERVE program
that we referred to briefly yesterday, the Em ssions Reduction
Mar ket System also provides for the purchase of allowances. And
so even though this may not be conmon in the SIP Call donmain, it
is not contrary to the manner in which Illinois has approached a
tradi ng program and the i ssuance of all owances to new sources in
t he past.

MR, M CERVEY: Ckay. Thank you.

179

KEEFE REPORTI NG COVPANY
1- 800- 244- 0190

HEARI NG OFFI CER GLENN:  Thank you, M. MGervey. Does
anyone el se have questions this norning? M. Rieser

MR RIESER  Thank you very nuch. Again, for the record
ny name is David Rieser. | amwith the law firmof Ross &

Hardies. | amhere on behal f of Aneren.
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| had suggested that | had sone conments or questions
directed to the specific language in the proposal. So we are
going to thunb through here. The first question has to do with
211.1320 and 1324, which is the definitions of conmence
conmer ci al operations and conmence operations. Is it accurate
that these definitions are intended to apply solely to Subpart W
and have no -- they are not intended to have any inpact with any
ot her determination or programincluding, for exanple, new source
review and things of that nature?

M5. BASSI: That is correct. It is linmited to Part 217,
which has to do with NOx.

MR RIESER Ckay. So it is limted to 217, Subpart W

MS. BASSI: The | anguage says 217. There will be other
regul atory proposals that the Agency will nmake with regard to
this particular overall program which is why it is linmted at
this time to only 217 as opposed to only Subpart Win 217. But
your interpretation is correct. It is not related to or intended
to be related to new source review.

MR RIESER O any other --
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MS. BASSI: O any other program
MR RIESER kay. Thank you. Wth respect to 756 (d)(2),
t he | anguage says each ton of NOx emtted in excess of the nunber

of NOx al |l owances held by the owner or operator for each budget
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ECQU for each control period shall constitute a separate violation
of this Part and the Act. Do you see where | anf

M5. BASSI: Yes.

MR RIESER M/ understanding is that is taken directly
from40 CFR 967

M5. BASSI: That's correct.

MR RIESER Wuld it also be the case that each -- that
there would be a violation of each day of the control period, as
is al so suggested by 96, or has the Agency determ ned that that
is not an appropriate nmethod for cal culating penalties under this
pr ogr anf

MS. BASSI: No, there could be a violation for each day of
the control period to the extent -- that is mitigated, however,
by denonstrations that sources or units nay nake. So if a unit
can denonstrate that at sone point in the control period that it
did not do this, then it would be reduced.

MR R ESER So that would be a discussion that woul d be
taki ng place during an enforcenment proceedi ng and not an
automatic regul atory determnation?

M5. BASSI: That's correct.
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MR RIESER Al right. Wth respect to (d)(6) --
MS. BASSI: | amsorry? You said (d)(6)7?
MR RIESER  The sane section, Section 756 (d)(6) talks

about that the allowance is a limted authorization and it goes
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on to say that no provision of the NOx trading program and no
provision of any of the regulations shall be construed to limt
the authority of the United States or the state to termnate or
l[imt this authorization. Wat does this |anguage nean?

MS. BASSI: Can | have a second, please?

(Ms. Kroack and Ms. Bassi confer briefly.)

MS. BASSI: The intention of this language, with all of its
words, is to say that this is not a property right.

MR RIESER But you say that somepl ace el se

MS. BASSI: W want the message to get across.

MR RIESER Does that -- does that nean that a source can
have an all owance and it can be sinply taken away for reasons or
for procedures not described in these regul ations?

M5. BASSI: No. If a unit has an allowance, then the
al l onance is not going to be taken away in a manner that is not
provided for either here or in the incorporations by reference to
Part 96. Yesterday | referred to USEPA's authority to nake
corrections, and those corrections could perhaps result in the
taki ng away of an all owance froman account. |t could perhaps
result in the addition of an allowance to an account. | think
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that this | anguage goes to that, to a degree. The other thing is
that | think that this allows for the whole programto be

termnated, if necessary, w thout any conpensation for allowances
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that may be banked.

MR RIESER But nothing -- allowances cannot be renoved
wi t hout sone type of regulatory or statutory activity and
regul atory would be as provided for in these regulations or in
the Part 96 regul ati ons?

(Ms. Kroack and Ms. Bassi confer briefly.)

MS. BASSI: There can be adjustnents that are nade without
a rulemaking. This is that correction thing that the USEPA can
do. And the notice is after they have nmade the correction
within ten days after they have nmade the correction

MR RIESER But the corrections would be according to
their evaluations of the accunul ated all owances under Part 96,
correct?

M5. BASSI: Correct. It would be consistent with what is
provided in Part 96.

MR RIESER. They woul d use sone type of notice provision
to advi se people of the fact of the --

M5. BASSI: Yes, that's correct.

MR KROACK: And when you say it is not a property right,
what is that intended to nean?

(Ms. Kroack and Ms. Bassi confer briefly.)
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M5. KROACK: M. Rieser, we really view this question as
calling for a legal conclusion. W wll be happy to respond in

witten conments. The real theory is all of the things you
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t hi nk of when you hear about property right is what we are
intending to convey, but as to nore specifically than that, we
prefer to respond in witten conments.

MR RIESER. Thank you. Wth respect to 756 (d)(8), again,
this is the autonmatic renoval of allowances as a penalty that the
USEPA woul d do for exceedance of the allowances. |s there any
resource by the EQJ to this action by the USEPA?

M5. BASSI: Part 96 does provide for the recourse that you
are tal king about. | don't know exactly the section in 96
of fhand where this is provided, but it does provide for a kind of
appeal. | don't believe they call it an appeal. But it is a
ki nd of appeal

MR RIESER So the recourse of an Illinois unit would be
to some type of federal process for this action by the USEPA?

MS. BASSI: That's correct, because USEPA is the sole party
that is -- that is adm nistering the banking part of the program
MR RIESER  Thank you. Looking at 217.758 (b)(1), it

takes about the duty to apply for a pernmt and then goes on to
say the owner or operator of any source with one or nore budget
EGUs shall reapply for a budget permt for the source as required
by the subpart and then etcetera.
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Do these budget pernmits have a duration or when would the

duty to reapply cone into play?
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MS. BASSI: The budget pernmits woul d have the sane duration
as the sources regular state or Title 5 permit. It is a piece of
that Title 5 or state pernmt, and so it would just be -- cone
under those rules.

MR RIESER  So whenever they had -- the duration woul d be
the sane as the permt under to which this was attached?

M5. BASSI: Correct.

MR RIESER And they would have to reapply at the sane
point in time whenever they reapplied for that permt?

MS. BASSI: That's correct. One of the things, though
that is necessary that we are trying to get across here is that
at the initiation of this programthere is a duty on the part of
the effected units to apply for this pernmit to contact the Agency
with an application.

MR RIESER Wth respect to (b)(2)(c) of that sane
section, 758, it says that it includes anong the information
requi renents for a budget permt application the conpliance
requi renents of Section 217.756. Wat information is the unit
supposed to apply that neets that requirenent?

(Ms. Kroack and Ms. Bassi confer briefly.)

M5. BASSI: What we woul d expect to have included in an
application would be the nonitoring, you know, sone reflection of
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the monitoring that the source is doing, or that the unit is

doing. That the unit will provide the requisite record keeping
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and recording. | think there also has to be an acknow edgnent
that they do have an account representative, and that is nost of
it. You know, it is just general participationin the -- or
subj ect to the provisions of Subpart Wand Part 96.

MR RIESER So those are the elenents of 756 which you are
seeking to have addressed in this part of the application
correct?

M5. BASSI: That's correct.

MR RIESER You will be issuing a permt application at
sone point when the time conmes to do that?

MS. BASSI: Devel opi ng sonet hi ng, yes.

MR RIESER Ckay. Wth respect to 217.764, which has to
do with allocations, is it accurate that the | EPA for
al l ocations after 2005, will make those allocations three years
prior to the control period in which they are applying?

M5. BASSI: That's correct.

MR RIESER  Ckay. What will the process be for the IEPA to
announce those all ocations?

M5. BASSI: W are to inform USEPA of how the all owance
all ocations are to be distributed anong the units. And we have
not yet deternined the process, the internal process that we
woul d use to notify the units, but there would be sone process
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that we woul d develop. W would let the account representatives
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know.

MR RIESER And the general public as well?

M5. BASSI: Yes.

MR RIESER Ckay.

MS. BASSI: Also the general public will have access to

this over USEPA's web site. The USEPA will have a web site, if
it doesn't already yet, that contains all of this information

MR RIESER Ckay. Thank you. |In the questions this
norni ng you had sone questions with respect to new EGQUs pursuant
to 217.768. | just want to clarify the difference between the
new EGQJ, the newer EQU and the existing EGJ, just so that it is
cl ear.

MS. BASSI: Ckay.

MR RIESER A new EQU for the period of 2003, 2004, 2005
is one that comences operations after January 1st, 1995; is that
correct?

M5. BASSI: That's correct.

MR RIESER For the period of 2006 on, a new EGJ i s one
that commenced operation | ess than four years prior to the
control period?

M5. BASSI: That's correct.

MR RIESER  For which the Agency is providing the
al l ocations?
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MS. BASSI: That's correct.
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MR RIESER And new EGUs are defined as the ones that get
allocations fromthe two -- well, it would be the two percent
set-aside for the years 2006 forward?

M5. BASSI: That's correct.

MR RIESER. Under the flexed portion of this, when you
have an 80/20 split during 2006 and 2007, the 80 percent is for
t he Appendi x F EGUs?

M5. BASSI: Appendi x F, yes.

MR RIESER  And the 20 percent goes to the non Appendi x F
EGJs that are not new EGUs that you just defined.

MS. BASSI: The 80 percent goes to those existing EGJs that
are not Appendix F first. The 20 percent.

MR RIESER. The 20 percent?

MS. BASSI: The 20 percent. | amsorry.

MR RIESER Don't apologize to ne. It is all of the
peopl e having the heart attacks in the room

(Laughter.)

M5. BASSI: It goes to the non Appendi x F existing EGQUs
first. If it is not fully distributed at that point then any
remai nder is prorated anong all of the existing EGQUs, including
t he Appendi x F EGUs.

MR RIESER Ckay. One nore question on the early
reduction issue. Section 217.770 (e), this, again, has to do
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with the change in dates, should there be a change in the NOx SIP
Call. It requires the early reduction request nust be submitted
by Novenber 1st of the year two years before the allocation date
for the reductions made in the control period. Are people going
to know when that tinme is, what two years before the

i mpl ementation date is going to be?

M5. BASSI: | amnot sure. |If the date is not 2003, | am
not -- it is not clear to us. It is total speculation as to what
the date woul d be and whet her anyone woul d know, which provides a
problem for us also in providing how we woul d divide the early
reduction credits up prospectively.

MR RIESER The |l ast sentence of this says should this
occur, the other dates in the section shall be adjusted
accordingly. What does the "this" refer to?

MS. BASSI: "This" refers to a delay in inplenentation of
the entire program

MR RIESER Ckay. Thank you. That was all of the
questions. Thanks very nuch

HEARI NG OFFI CER GLENN:  Thank you, M. Rieser. Wuld any
anyone else like to ask questions this norning?

Yes, sir. Please state your nane.

MR GOODWN | am Daniel Goodwin with Goodw n
Envi ronnmental Consultants. W are advising several of our
clients who are potential participants in this program
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I would like to start with some questions about the new
source set-aside. As | understand it, the total allowance poo
of 30,701 tons reflect a growh assunption of eight percent. But
only five percent of that is being used for the new source
set-aside. Wat is the rationale for that difference?

M5. BASSI: Part of the rationale is Section 9.9 limts the
new source set-aside to five percent. So we have a statutory
l[imtation on the maxi mum si ze of the new source set-aside. Part
of the rationale for whether there is eight percent growth or
sone other level of growmh is that this is a growh in heat
i nput, not necessarily a growh in just new EGJs. So the
increase in heat input in the state could cone from existing EGQJs
as well as new units that are built.

MR GOODWN:. So inplicit in that, then, is that if there
is not an overall increase in utilization of the existing units
of three percent, those allowances will sinply be up for grabs in
the tradi ng system and whoever happens to receive those
al | onances stands to benefit financially; is that a fair
st at enent ?

(Ms. Kroack and Ms. Bassi confer briefly.)

M5. BASSI: W can't comment on financial benefit. | mean,
we don't know. The three percent difference |I think that you are
alluding to between the growth that was estimated by the USEPA
and the new source set-aside is -- if the new source set-aside is
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under subscri bed then the all owances generally go back into the
pool for distribution anong existing units. | think you have
heard -- you can tell fromthe tenor of the questions that nost
of the existing units do not believe there will be three percent
that is up for grabs, as you put it.

MR GOODWN:. Well, the three percent | was referring to
was the difference between the eight percent growth assunption
and the five percent that has been set-aside for allocation to
new sour ces.

M5. BASSI: | think that you are equating growh w th new
sources and that is not how growh was anti ci pat ed.

MR GOODWN. | understand that. | guess | understand what
your answer is.

MR GOODW N Regarding the annual fee, the fee that is
required for new EGJs that begin operation after January 1st of
2003, how will that fee actually be deterni ned?

MS. BASSI: The anount of the fee will be based upon the
average price that NOx all owances traded for in the previous
control period. In 2003 that will be dependent upon the trading
of NOx allowances in the Qzone Transport Region, which is in the
northeastern part of the country. They have a NOx trading
programcurrently operating and those prices are published.

MR GOODW N Who will nake that determination?

MS. BASSI: The Agency will.
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MR GOODWN.  Wiere will you get your information for that?

MS. BASSI: W have not yet identified the source for that
informati on. W expect that there will be an index of prices
that woul d be available |ike standard indices for other prices
that are available. | believe we will need to do Agency rul es
that will address howthis will actually be carried out and we
will address that at that time.

MR GOODWN Is it expected that there will be a | ega
obligation on the participants in these trades to reveal the
financial ternms of the trades?

M5. BASSI: You nean on a donmin basis, a domain w de
basi s?

MR GOOCDWN:. | mean on any -- on whatever basis you intend
to use as your database for setting the fee.

(Ms. Kroack and ms. Bassi confer briefly.)

MS. BASSI: Qur assunption is that this is a regional NOx
trading market and with other trading -- and as with other
regi onal trading markets, financial information will becone
known.

MR GOODWN:. As far as you know, right now at |east, there
is no contenplation that any -- there will be any | ega
obligation for the participants in the trades to reveal how nuch
t hey pay?

M5. BASSI: | don't knowif there is a |legal obligation or
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not. There will be enough financial information avail able.
Based on what we have seen so far trading in the Qzone Transport
Region a price, a market price, an average nmarket price can be
det er mi ned.

MR GOODWN: Do you know what that average narket price
has been recently?

MS. BASSI: No. | don't know an average price. | watch
it, you know, once in awhile. And the price for NOx all owances,
as published by Air Daily, which is a publication out of
Washington DC, it publishes Canter Fitzgerald s prices that it is
trading at. It has ranged from $600.00 a ton to $750.00 a ton in
the last several nonths.

MR GOODWN. |Is there any expectation that that price is
goi ng to change dramatically in either direction as additional
states get into the NOx tradi ng busi ness?

M5. BASSI: M. Goodwin, if |I knew that | wouldn't be here.

(Laughter.)

MR GOODWN So is it correct to say that the Agency at
this point has not attenpted to put any total cost or cost for a
typi cal new EQU associated with this ruling?

M5. BASSI: That's correct.

MR GOODWN: But you had deternmined that it is
econom cal |y reasonabl e?

MS. BASSI: W have determined that this particular program
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has a certain econom c cost associated with it that M. Forbes
has testified to. The USEPA has called this program highly
cost-effective. Wen | say this program | nean the programin
terns of an approach for obtaining regi onal NOx reductions.

MR GOODWN. Wiat | amtrying to focus on is the
difference in cost burden between a new EGU and that is required
to pay the fee and an existing EGU that is not required to pay
the fee. What | amtrying to ascertain is whether the Agency has
made a determ nation that that incremental cost burden on new
EGUs is econonically reasonabl e?

(Ms. Kroack and Ms. Bassi confer briefly.)

MS. BASSI: Section 9.9 provides that we nay charge for
t hese al |l owances from new sources after January 1st of 2003.

That is the basis for this. It does not require further
analysis. W have taken this as legislative intent.

MR ROVAINE: Let nme add to that. | look at this very
simlar to the new source review of f-set provision, that there is
a requirenent that under the new source review programthat new
sources provide enission off-sets. That is a statutory
obligation and that is sonething that we have to do. W did not
adopt it with the specific understanding of what those costs
m ght be. As time goes on in the programthose costs will
change, but those are sinply a cost that a conpany devel opi ng a
new project has to take into consideration as one of the
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envi ronnental obligations as part of conming into a particul ar
area. This is certainly different than nonattai nment new source
review, which has an off-set requirenment, because it applies to
an entire region, but in other respects | think it is very
simlar.

MR GOODWN. Wth regard to the | anguage of Section 9.9
that you alluded to, Ms. Bassi, doesn't it use the word nmay?

M5. BASSI: Yes, it does.

MR GOOCDWN:  As you --

M5. BASSI: But it --

MR GOODWN.  As you know, | amnot an attorney. But ny
understanding of that is that that gives the Agency sone | eeway
in how nuch of a fee m ght be charged or perhaps even gives the
Agency the authority not to charge a fee at all. Wuld you
di sagree with that?

MS. BASSI: | would agree that "may" is less directive than
"shal | " which also appears in the | anguage. At the sane tinme, |
woul d point out that it is included in the |anguage at 9.9 and
other things are not. Which suggests to us that the General
Assenbly is providing that this is sonething that -- that their
intent is that after a certain period of tinme new EGJs that
recei ve all owances fromthe new source set-aside will be charged
a fee for those.

MR ROVAINE: Let me add to that, as well. | think it is
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appropriate to |l ook at the specific nmethodology that applies to
these units. |If you read the provisions that deal with the use
of this set-aside, the heat input rate is sinply the heat input
rate requested by the applicant as limted by its permt. So in
t he absence of any cost for these all owances, the source could
sinply request the full heat input rate as allowed by its permt.
Permits for major new sources may not, in fact, have any
restrictions on heat input for the unit, and the source could, in
fact, request considerably nore allowances that it m ght
otherwi se require for its actual operation

Putting a fee on the all owances for new sources that are
entitled to set-aside and sort of an economc control on the
nunber of allowances that such a source would request, because it
is going to have to pay for any allowance that it receives. In
that respect it is sonewhat sort of a different situation from
the people that are going after the five percent set-aside
because certainly during that period of tinme we expect that there
will be a |large nunber of sources going after the pool and it
coul d be oversubscribed. W are not at all certain that the
set-aside for new sources will be oversubscri bed.

Again, the set-aside is a provision that continues into
perpetuity and there could be periods in the future where there
woul d be only one source that would be applied for this

set-aside. And it is appropriate to have sone restrictions on
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how many al | owances would go to that source, while at the sane
time facilitating the ability of that source to begin operation
with a known stream and supply of allowances coning to it.

MS. BASSI: One other point that | would add to that, this
does not start until 2003. It applies only to sources that
conmence comercial operation after January 1st, 2003.

Therefore, there is lots of notice to new units that are com ng
into Illinois or that want to build. | should not say coming in.
That want to build in Illinois. This adds to a point that M.
Rorei ne was naking earlier, that this is a cost of doing business
after that point in tine.

MR GOODWN: Let ne work through an exanple with you, if
may. This happens to be a proposed facility for which an air
permt application was recently submitted to the Agency which, as
| estimate, or ny understandi ng of these proposed rul es woul d
need sonewhere in the nei ghborhood of 1,000 to 1,200 all owances
per control period. And it will begin operation, optimstically,
perhaps, late 2003. |f we use your dollar figure for that, they
are looking at a fee each year of somewhere in the three-quarter
of a mllionto a mllion dollar range, which is going to
probably approach their annual payroll as a cost item

MS. BASSI: They won't pay a fee that high because there
are not 1,100 or 1,200 allowances avail abl e.

MR GOOCDWN Well, if there are not 1,100 or 1,200
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al | onances avail able --

M5. BASSI: In 2003 there are 1,535; is that correct?

MR FORBES: Yes.

MS. BASSI: Allowances that will be prorated anong all new
source. One source will not likely get 1,200 of those.

MR GOODW N What, then, is the outcone of that scenario?
Is it sinply going to be the case that Illinois will not host
additional fuel-fired electrical generating capacity after 20037

MS. BASSI: No. The outcone of that is there is a regiona
trading system And we have a certain limted nunber of

al | onances that are avail able for new sources, and actually for

all of our sources or units. And the trading programis -- would
have to -- or whatever arrangenents that source could make with
other conpanies in Illinois or elsewhere in the region is where

it would have to obtain its all owances.

MR GOODWN:. Well, whether they get the allowances -- |et
me back up. |If they acquire allowances through the regi ona
tradi ng program as opposed to -- or sone portion of them as

opposed to receive an allocation fromthe Agency, are they --
will they be required to pay a fee for the all owances that they
obt ai n el sewhere?

M5. BASSI: Not a fee to us. They will be -- whatever
arrangenents they nmake in the nmarket is up to them

MR GOCDWN But it is true, is it not, that the fee that
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they woul d pay the Agency or the price that they would pay on the
open market are going to be approxi mately the sane?

M5. BASSI: | don't know.

MR GOODWN:. Well, you have said that the fee that the
Agency will set will be based on the prices being paid in trades
in other states; is that true?

MS. BASSI: The fee that the Agency will charge for new
sources will be the average fee fromthe previous control period.
A unit or an account representative can nmake whatever bargain it
will elsewhere. It can get themfor nothing. It could get them
for $10, 000.00 nore than what we m ght charge.

MR GOODWN:.  Well, but if you nake the assunption that the
market is reasonably stable, and I would subnit that if you are
not willing to nake that assunption that we had better not get
into this programat all, so assum ng a reasonably stable market
year-to-year, the price that they would have to pay in the open
mar ket for whatever allowances that they can't obtain fromthe
state shoul d bear sone resenblance to what is required for the
fee. Do you disagree with that?

MS. BASSI: | have no opi nion.

MR GOODWN:. Ckay. But if it were the case that they
could get all of the all owances fromthe Agency --

MS. BASSI: Ckay.

MR GOODWN. Hypothetically, and if the price for those
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was $750.00 per allowance, using the figure that you nentioned
earlier, and they nade 1,000 to 1,200 all owances per contro
period, wouldn't you agree that their cost, whether it is in the
formof a fee or a purchase of allowances el sewhere is going to
be in excess of $750,000.00 per year? Isn't that nath pretty

st rai ght f orwar d?

M5. BASSI:  Yes.

MR ROVAINE: | don't think it is quite that
straightforward. That is sinply the cost for purchasing
al | onances. But, again, they are also providing electricity. |
don't know if they will, in fact, be taking away a | oad from
ot her coal burning power plants so that as part of their sales of
electricity there might, in fact, be allowances available. So
sinply to say that that is a flat cost could very well be true
but in terns of costing out an entire arrangenent per enissions
control for new power plants, you have to look at it nore broadly
and see what are the fuller arrangenents that that particular
entity has entered into.

MR GOODWN. | use this exanple in order to try to be
concrete in drawing the Agency out on its policy intentions here.
To nove on just a little bit on this, the fees collected by the
Agency in the aggregate for the -- for whatever the nunber of

al | onances you said would be available -- was it 1,400?
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MR GOODW N 1,535. Wiat will be done with those fees?

MS. BASSI: Section 9.9 allows the Agency to retain an
anount that approxi mates our administrative costs and then the
bal ance is to distributed back to those units fromwhom-- to
those units to whom al |l owances were issued but not fromthe new
source set-aside. |In other words, to whatever the pool of
existing units happens to be at the tine.

MR GOODWN Okay. That is the administrative costs
associ ated just with the assessnent and coll ection and
redistribution of the fees, or is it the admnistrative costs for
t he whol e Subpart Wprogran? Wat adm nistrative costs are
i ncl uded there?

(Ms. Kroack and Ms. Bassi confer briefly.)

MS. BASSI: According to the language in 9.9 it says to
finance the reasonabl e costs incurred by the Agency in the
adm nistration of the NOx tradi ng system

MR GOODW N Ckay. Has the Agency nade any estimate of
what those costs might be?

MS. BASSI: Not at this point.

MR GOODWN:. |Is that information that you intend to put on
the record at this proceeding before the record is closed?

M5. BASSI: No. That would be on the record of the Agency

rul emaki ng that woul d be necessary to set up that particul ar
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MR GOODW N Okay. Now you have collected the fees and
you have taken out your admnistrative costs. Wat happens to
the rest of it.

M5. BASSI: W have collected the fees and have taken out
our adm nistrative costs?

MR GOODW N:  Yes.

M5. BASSI: It is to be disbursed back to those units that
are existing at the tine. In other words, those units who
recei ved al |l omances from other than the new source set-aside

MR GOODWN. Could you explain to ne what the rationale is
for that particular redistribution of wealth?

MS. BASSI: This is part of Section 9.9. It is sonething
that the General Assenbly put forth

MR GOODWN So it does not have to have a rationale; is
t hat your meani ng?

(Laughter.)

M5. BASSI: You are asking ne to specul ate.

MR GOODWN  Well, | amsure you had nothing to do with
the drafting of that |egislation

MS. BASSI: This part?

M5. KROACK: M. Goodwin, really, | amgoing to have object

to that. Section 9.9 was passed by the General Assenbly, not by
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it, but really not to its intent or howit is directed.

MR GOODWN:. | think the reason it is a legitinmate
question, Ms. Kroack, is that the Agency clearly does have sone
di scretion on the level at which it accepts these fees. And if
these fees are being set at a level far greater than is necessary
to cover the Agency's adnministrative costs, so that those
addi tional funds can be distributed to others, it seens to nme
that the Board has a legitinmate reason to know what is the
rationale for doing it that way.

(Ms. Kroack and Ms. Bassi confer briefly.)

MR LAWER | would like to conment on that, too. | think
this is not the time to address that. R ght now the -- we have
said what was in the Act, what the legislature intends and there
have to be nore proceedings in a different venue to address that
guesti on.

MR GOODWN.  Well, you have proposed in this set of rules
for the Board to adopt a nethod for determ ning the anount of the
fee that any individual new EGJis required to pay. So | don't
think that you can say that this is not the place to discuss
whet her or not that fornula for setting the amount of the fee is
the best way of doing it.

M5, KROACK: Well, M. Goodwin, Section 9.9 allows us to
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i nformational purposes for new sources who would be conming into
the program It really was not intended to be a full expression
of what the fee is -- what the actual fee is going to be, how we
are going to determne our admnistrative costs or how we are
going to circul ate those nonies back to EGUs.

Agai n, | can understand and accept your conments on what
the I evel of that fee should be, okay. It is a valid conment
within the context of the Agency rul emaking. A valid coment
woul d be whether we need to charge a fee at all in the context of
t he Agency rul emaki ng. And a description of how we circulate the
excess funds back to the regul ated comunity, again, a valid
comrent within the context of the Agency rul emaking. The
inclusion of it inthis is for informational purposes, just to
tell the sources that we intend to do this because Section 9.9
has given us that authority. And to the extent that you have
comments on the level of that fee, please nake themto the Board.
That's great. But we really don't want to get into argunents
with you or argunentative about whether we should charge that fee
or what it should be.

MR GOODWN. |If the Board adopts that part of the rules as

you have proposed it, will that then nean that the Agency is
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given up its discretion to do it sone other way?
M5. KROACK: That's a good question. | amnot sure that we
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have t hought about that. W, in putting this rulemaking forth
and adding this language, we really included it in this
proceeding for informational purposes to tell new sources that we
have this authority. To the extent we nake distributions from

t he new source set-aside you will be charged a fee and they won't
be coming to you free. W had not gone through the Agency
proceeding. W were doing the Board proceeding first and,
obviously, this part will follow. W had not addressed at this
point in time exactly how we were going to set our administrative
costs.

MS. BASSI: Could we have a second, please?

(Ms. Kroack and Ms. Bassi confer briefly.)

HEARI NG OFFI CER GLENN: Let's break for about --

M5. KROACK: We will have another response to M. Goodw n's
gquestion. W just wanted to --

HEARI NG OFFI CER GLENN:  Yes, | don't nean to shut this down
at all. W just want to stop for a nonent. Let's get together
again at 11:05 and we will resunme with M. Goodwi n and he will
get an answer to his question. Thank you.

(Wher eupon a short recess was taken.)

HEARI NG OFFI CER GLENN:  All right. Let's go back on the
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23 M5. KROACK: M. Goodwin, we actually took a little closer
24 | ook at that | anguage and had a di scussion about it, and there a
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1 couple of things. W agree that the manner in which we have

2 included it in this rule has invited the Board into the process
3 of how we are going to set that fee. W didn't need to do that.
4 The legislation clearly gives us the authority to do it through
5 Agency rul emaki ngs. However, invited the Board into the process
6 we have said that we were going to charge the average market

7 price. W did say that once we set our administrative costs we
8 would return those to the existing EGUs.

9 The intent of this really was initially informational. W
10 wanted to |l et new sources know that we were going to charge a

11 fee. W wanted to |let them know that we are going to take out
12 our adm nistrative costs. W wanted to |et them know that any
13 excess woul d be returned to existing EGJs.

14 The other point is that we wanted to nake sure that they
15 understood that they were not getting an allocation unless they
16 paid for that allocation. As M. Romaine points out, and as you,
17 yourself pointed out in your question, your source will have to
18 go for those all owances sonewhere, either to the Agency from our
19 pool fromthe new source set-aside or to the market. To the

20 extent that our fee is the nmarket, then that allows a couple of
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this programand it is no nore or |less, in our opinion, onerous

t han your other option, which is going to the narket. So that is

really our answer. That is correct, by the manner in which we
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have included this in the rule we have invited the Board into the
process of how we determ ne those fees.

MR GOODWN.  Thank you. | have just one |ast question
concerning the fees. Just so | amsure | understand it
correctly, for a new EGU conmenci ng operation in let's say 2003,
and subject to the fee, how many years will that EGQU be required
to pay the fee?

MS. BASSI: The EGQJ woul d be required to pay the fee for
t he nunber of years that it obtains allowances fromthe new
source set-aside. If it conmences commercial operation in 2003
for the 2000 -- for the 2003 control period, then it would be a
period of three years, 2003, 2004 and 2005. By 2006 it would be
considered -- it would roll into the existing pool

MR GOODW N  And would no |onger be required to pay a fee
for --

BASSI: That's correct.
GOCDWN:  -- whatever allowances it then --

BASSI: That's correct.

2 5 5 B

GOODW N:  Ckay. Thank you. Let nme nove to anot her

subject. The Agency is required to make certain determ nations
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determinations. It is not clear to me whether or not there wll
al ways be a permt docunent issued which nenorializes those
determ nations. WII there be?

207

KEEFE REPORTI NG COVPANY
1-800-244-0190

M5. KROACK: M. Goodwin, can you clarify what you nean by
permt determnations? Can you give us a specific --

MR GOODWN:. Well, the Agency has to nake allocations, has
toinformall of the recipients of those allocations, what they
are to receive fromthe comng control period. That is a
determination. It is not clear to me whether or not that
determ nation then finds its way into the budget permt or not.
So let nme change the question to that.

Does an allocation determination beconme final at the tine
the Agency issues the notice to the recipients of the
al | ocati ons?

M5. BASSI: W would not consider the determ nation of the
nunber of allowances that a unit is to receive to be a permtting
determ nation. The pernmitting determ nation or the pernmitting
requirenment is sinply that the unit have an all owance for each
ton of NOx that is emitted during the control period. The
al | onance -- and then the Agency will be issuing allowances or
al l ocating all owances on an annual basis for three years into the

future. It is not sonething -- you are right. It is not
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permtting determ nation
MR GOODWN. If it is not a permitting determ nation and
if the party disagrees with the Agency's determ nation, what
recourse is there?
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(Ms. Kroack and Ms. Bassi confer briefly.)

MS. BASSI: First of all, backing up a minute. The
requi renment under Subpart Wis that there be an all owance, that
you surrender an allowance for each ton of NOx that is enmtted
during the season, during the control period. As | said, these
are not permtting determnations. These are -- the allowances
that we allocate will not exceed 30,701. W recognize that there
could be nore than 30,701 tons of NOx emitted during a contro
period in Illinois. Therefore, if it were to be considered
sonet hi ng beyond -- if it were to be considered a pernmitting
determ nation, then theoretically any ton of NOx enmtted beyond
30, 701 woul d be a violation

So a permt -- to characterize these as a pernitting
determ nation, we can't give nore then 30,701 all owances out. As
far as, then, the recourse if you disagree or if a unit disagrees
with the nunber of allowances that we have issued, under Part 96
our provisions allowfor alimted | evel of recourse wth USEPA
on that matter.

MR GOODWN.  So you are saying that when you issue your
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i ndicated that you would -- that there would be sone kind of a
public revelation of that information, and each of the EGUJs woul d
al so get a notice with respect to their particular situation; is
that correct?
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BASSI: | expect that is what we woul d do.
GOODWN:.  Sonething like that?

BASSI :  Yes.

2 5 2 D

GOODWN:. Al right. Now, at that tinme, if an EGQJ does
not get the nunber of allowances that it believes it is entitled
toin that allocation, what is its recourse in order to resolve

t hat dispute?

MS. BASSI: Part 96 provides for sone recourse through
USEPA. The recourse nmay not occur prior to that control period.
It might be one that takes place in the future. It is very
limted.

MR GOODWN: So you are saying that you are passing to the
USEPA the obligation to resolve any clains of errors on the
Agency's part, the |EPA's part?

M5. BASSI: It would -- just one second.

(Ms. Kroack and Ms. Bassi confer briefly.)

M5. BASSI: You are assunming that the error is on our part.

MR GOODWN:. No, |I amsaying --
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M5. BASSI: Sone of the errors could be on the part of the
-- there are corrections to the calculation of heat input and so
forth, and that is the type -- and those, as well as the issuance
of allowances, are the types of recourse that the USEPA
anticipates. There is no -- according to the federal trading
program there is no right to appeal an allocation that is nade
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to the USEPA, but there is a nethod to require the USEPA -- there
is not a nmethod to require USEPA to real locate for that period.
But any errors that do occur, you know, we would certainly work
with the conpany and USEPA to nake what ever corrections could be
done.

MR GOCDWN: But that would all be done on a negoti ated
i nformal basis and there would be no formal rules of any kind
governing the resolution of a dispute over an allocation
det ermi nati on?

M5. BASSI: W indicated earlier that there may need to be
Agency procedures regarding certain elenments of determining the
al | onances that are to be issued. For exanple, the rounding
convention, we apply the traditional rounding convention and
things do not -- they do not prorate nicely. They just don't.

To the extent that an error, as you put it, or a dispute m ght
arise out of sonmething like that, then it would be addressed in
t he Agency rul emaki ng proceeding, not in this proceeding. To the

extent that there is an error in the determ nation of heat input
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source is entitled to after, you know, all of the information is
in, that is provided for under Part 96.

MR GOODWN:. Ckay. For new EGQJs -- this is on the subject
of permits. For new EGJUs for the period between conencenent of
operation and the date their cap application is due to be filed,
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which is one year after they begin operation, as defined in the
Title 5 rules, what will be the pernit mechanismfor this program
during that tine period?

M5. BASSI: The budget permit?

MR GOODW N:  Yes.

M5. BASSI: It would be the construction permit. For a new
EQJ, they -- new EGUs or new sources operate for a period of tine
pursuant to conditions included in a construction permt, and
that construction permt would be deened for that period of tine
t he budget pernit.

MR GOODWN So will it be the case that where that
construction pernmt has been issued prior to the effective date
of these rules that there will be a need to anend the
construction permt to --

M5. BASSI: Yes.

MR GOODWN. -- incorporate these requirenents?

MB. BASSI: Yes.
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MR ROVAINE: Could I just interrupt for a nonent?

(M. Ronaine and Ms. Bassi confer briefly.)

MS. BASSI: M. Ronmine points out that we could al so do
this as part of the acid rain permtting process.

MR GOODW N  Ckay. Overall, is this proposal intended to
be fuel neutral, nmeaning that it intends no preference for one
type of fuel, such as natural gas, over sone other type of fuel
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such as coal ?

(Ms. Kroack and Ms. Bassi confer briefly.)

M5. BASSI: | don't think that are program could be
construed as fuel neutral, although it was not intended or it was
not intended to be fuel favoring. It was intended to distribute
al l ownances to as nmany units as possible in as equitable a manner
as we were able to do.

MR GOODWN. If it is not fuel neutral in its effect, what
fuels does it favor?

MS. BASSI: It obviously is providing for a higher rate of
-- less stringent rate in determning eligibility for all owances
for coal-fired units or for units that historically have had
hi gher rates -- that are associated with them And from what we
have been issuing, the rates that we have been issuing new
permts or new construction pernits for new sources that have
natural gas fire, those, the rates we see there are considerably

lower. W have structured the eligibility for allowances for
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these new units to be reflective of that |ower rate as we have
said earlier, in an attenpt to i ssue as many all owances as
possi ble to as nany units as possible.
MR GOODWN:. Ckay. But there was not a specific objective
for this program of encouraging the use of one fuel over another?
MS. BASSI: No.
MR GOODWN Is it the case that the thermal efficiency or
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the heat rate of a given EQJ does not directly affect the
all ocation of allowances for that EGQJ?

MS. BASSI: The efficiency of it?

MR GOODW N:  Yes.

MR FORBES: That's true.

MR GOODW N  Okay. Then wouldn't it also be true that all
other factors other than heat rate being equal, older relatively
inefficient EGJ will be awarded nore all owances per megawatt
hour of electrical output than will new high-efficiency EGJ?

MR FORBES: Yes, that's true.

MR GOODWN. Do you think that is good policy for the
envi ronment ?

M5. BASSI: | think that the environnment --

MR LAWER That is not a question we can really answer,

MR GOODWN:. Ckay. That's all of the questions | have.
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MS. BASSI: | have one nore point to nmake in response to
some questions that you were asking earlier regardi ng appealing,
essentially appealing allocations that we nake.

The purpose of Subpart Wis to set up a mechanismfor us to
i ssue al l owances. W have described the allocation nethodol ogy
that we believe is nost appropriate for issuing allowances to
units that are subject to this program Subpart Wal so provides
the Iimtations on em ssions of NOx by virtue of the all owances
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that we are to allocate.

While it is required that sources have a pernmit that
subj ects themessentially to the requirenents of Subpart W to
assune that there can be a nechanismin the short period of tine
during which we have to issue allowances for appealing those
all ocations that are made to the Board and expect the Board to
deal with those appeals within that very short period of tine
woul d make it unworkable. Hopefully the program-- well, | am
confident the programwill work quite well, that the -- any
di sputes over the allowance allocations that are made will be
nore centered around whether or not we have the right nunbers
that we are working with at the tine. And it will require a
great deal of cooperation on the part the account representatives
and the Agency in arriving at those allowance all ocations before
they are issued or conveyed to the USEPA

MR GOODWN  well --
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M5. BASSI: | amconfident --

MR GOODWN. |Is there inplied in that, Kathy, that you
think that the Agency can resolve any di sagreenents that may
arise within that time frame, even though the Board rmay not be
abl e to?

MS. BASSI: Wll, at the time frane that | amtal ki ng about
with regard to the Board is the 120 days that are avail able for
nmaki ng permit appeal decisions, is which is the appeal that you
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wer e suggesting that woul d be appropriate by suggesting that
these are pernmitting determinations. That 120 days won't be
there. And to expect the Board to nmake that kind of

determ nation or that appeal process on this, you know, it would

be -- it would probably or it has the potential of expedientially
increasing their work load or their case load. | hope -- no.
Again, | amconfident that we can work out any disputes. | don't

think that there will be many, if any.

MR GOODWN:.  Well, | hope you are -- for the record, | was
not intending to advocate that the pernmit appeal mechani sm was
necessarily the best way to do it. | was sinply tying to find
out what you envi si oned.

MS. BASSI: Wll, you raised a very good issue that we have
made note of.

MR GOOCDW N:  Thank you
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HEARI NG OFFI CER GLENN:  Thank you, M. Goodwi n.

MR GOCDW N:  Thank you.

HEARI NG OFFI CER GLENN:  Yes, please, sir.

MR URBASZEWSKI: My nane is Brian Urbaszewski. | amthe
Director of Environnental Health Prograns for the Anerican Lung
Associ ation of Metropolitan Chicago.

My first question is, | think, to M. Kaleel on the
attai nnent nodeling. You said that denonstration with the 1-hour
standard was part of one of three points that this rule was
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designed to address. | have questions that revolve around the
margi n of error on the nodeling. The goal of the EGQUJ control
systemis through a nmulti-state tradeable systemof NOx credits,
and basically I amtrying to find out, the nodeling that was done
assuned that the Illinois EGJUs emt only the nunber of tons
allowed in the Illinois EPA EGJ budget ?

MR KALEEL: That's right.

MR URBASZEWSKI : Ckay. Taking that, that assunes that
there are -- the nodeling assunmes that the EGUs cannot enit any
nmore NOx than is allocated strictly by the State of I1linois?

MR KALEEL: The total sumof NOx em ssions that were
incorporated in the nodel for Illinois nmatches the budget nunber.
MR, URBASZEWSKI : Ckay. Yet M. Forbes indicated that

USEPA' s econom ¢ nodel that assuned growth assuned an ei ght

percent growh, correct?
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MR FORBES: That's correct.

MR URBASZEWSKI: Yet Illinois EPA, through comunication
to USEPA, said that the growh estinmate is nore in the line of 34
percent, correct?

MR, FORBES: That was our original estinmate

MR, URBASZEWSKI : Then you were very careful in what you
said, M. Forbes, and said that the USEPA |ikely assune that
there would be trading between the states. But you didn't make
an indication as to which way you thought the tradi ng would go.
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Based on what has been said so far, and in ny estinmation, you
would see Illinois as a net NOx inporter that although we have a
state budget the EGUs in the state would have to emt nore than
t hat budget allows, so we would be underestimating the actua
anount of NOx that is being emtted fromEGJs in the attai nnent
denonstration, correct?

MR LAWER Is that -- are we at the question, Brian?

(Laughter.)

MR URBASZEWSKI: Yes. | may have followup to this one.
MR LAWER | think what -- to answer that, you have to
say -- first of all, you have kind of taken a bunch of different

nunbers froma bunch of different places and you have drawn sone
conclusions fromthemthat we m ght not necessarily draw. As

part of a nulti-state trading program the ultinmate assunption is
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that everything ends up bal ancing out. That you have trades that
go this way, you have trades that go that way, and it is driven
on economcs, it is driven, you know -- and it happens where it
needs to happen

And if years fromnow we get to a point where we see that
there has been an influx of a bunch of additional enmissions in
Il1linois and we couldn't show attai nment anynore, then we woul d
have to cone back to the Board agai n probably and propose sone
new regul ati ons specific to Illinois or a group of Illinois

sources. But we don't expect that we are going to have to do
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that and the federal trading program assunes that that is not
goi ng to happen. It assunes that everything is going to bal ance

itself out.

MR, URBASZEWSKI : Ckay. M question was nore to the point
of is there a margin of error? And in M. Kaleel's Figure 7
there are very exact bars saying 0.25 is right about at the nax,
and the NOx SIP Call and the 0.15 level is perhaps a little bel ow
it. But there is no nmechanismto account for uncertainty in what
the actual em ssions are going to be. The reason | brought up
the fact that | thought Illinois would have nore NOx em ssions
than are actually budgeted for in the attai nment denonstration
nodeling is that this has happened in the past under the sul fur
trading programfor acid rain. [Illinois, | believe, is a net

i mporter of sulfur oxide credits, nmeaning other states -- overal
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in the entire systemeverybody net the requirenents. |Illinois
reduced far less than other states, though. So there was
actually nore sulfur in Illinois than you woul d expect froma

| evel trading program across the country, where every state did

emt at the overall |evel as opposed to an average | evel.
So the fact that it has happened in Illinois, with respect
to sul fur oxides, | would expect that the Agency woul d cone up

with a contingency plan, given the demands that you estinate are

out there for electricity and future capacity, that there would

be sonme way of dealing with this in the rule rather than | eaving
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it up to, you know, in the future com ng before the Board. Wy
fix something after it is broken when you know it may have
probl ems right now and antici pate then®

MR LAWER Well, again, it is not a problemthat we think
wi Il happen. If it should happen we have really got -- in the
case of the Chicago area we have until 2007 when we have to
denonstrate attainment. |f we see sonethi ng happening that we
are not expecting, and that is always possible in anything, if we
see a massive influx in emssions into the state and we think we
are not going to be able to any | onger denonstrate attai nment, we
wi Il have to be back doing sonething about it. At this point we
don't expect it.

MR, URBASZEWSKI : A second point to just clarify yet



14

15

16

17

18

19

20

21

22

23

24

10

11

12

13

anot her reason why | think this is inportant, you noted that
wi t hi n USEPA' s nodel i ng donmai n you expect or they expect
everything to even out and trading will settle between the
states. Yet there are specific nmeteorol ogical considerations
with NOx. One is that it is unlikely, very unlikely that much of
the NOx emitted in New York or Massachusetts is ever going to
arrive going east to west, back into Illinois. The general flow
across the country is west to east. Therefore, there are not
many NOx sources that are directly up wind during the sumrer
control period so --
HEARI NG OFFI CER GLENN: M. Urbaszewski, | hate to cut you
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off. You are sort of getting into sonme testinony, | think

MR. URBASZEWBKI : Ckay.

HEARI NG OFFI CER GLENN: W woul d rat her hear your testinony
at the second batch of hearings. |If you could just direct a
guestion to the Agency.

MR URBASZEWSKI : Ckay. | have two nobre questions.

HEARI NG OFFI CER GLENN: Thank you.

MR, URBASZEWSKI: | also wanted to ask M. Law er agai n how
many exceedances of the eight hour standard did we have | ast
year? Wuld you say it was above 207

MR LAWLER Actually, | said the eight hour standard is
not really involved with what we are doing right now This is --

what we are looking at is the 1-hour air quality standard that we
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have to have the attai nnent denonstrations for. The NOx SIP Cal
i s supposed to address the 1-hour attai nment denonstration. So
while there may be an eight hour standard that we all think is
going to cone on the horizon out there, I don't know the answer
to that question. It is really not part of this.

MR URBASZEWSKI: Ckay. | just wanted to address this to
you (indicating the Board Menbers). | believe that the Board has
to inplement rules that provide for public health of all the
Illinois citizens. The air quality index used by the USEPA uses
the level of an eight hour standard to determne health. So
wanted to see if -- how far does this rule go in addressing that
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health issue. My | ask that question or is that also --

HEARI NG OFFI CER GLENN: You can ask that question. W are
not going to be answering questions today. If you would like to

MR URBASZEWBKI: No, to M. Law er.

HEARI NG OFFI CER GLENN: To M. Lawler. | think M. Law er
did answer that this rule does not --

MR URBASZEWSKI: So the health issue is irrelevant in this
rul emaki ng?

HEARI NG OFFI CER GLENN: | amnot going to say the health
issue is irrelevant.

M. Lawl er, do you want to answer that question, or would
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you like to respond to that in witten coments or do you fee
that that is not rel evant?

M5. KROACK: It is truly not relevant to this rul emaking,
M. Urbaszewski, because we are not dealing with the eight hour
standard, which as you know, has been remanded and while we have
to be planning for it, there is no requirenent to inplenment it on
any jurisdiction in the United States, nmuch less Illinois. But
we understand that it is out there and we understand that it may
be coni ng.

We have sone prelimnary information. | don't know how
correct it is and to the extent that M. Law er can answer that
off-the-cuff, he is welcome to do so. | amnot sure what
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informati on he has with him It is really our statenent to the
Board Menbers and in this proceeding in general that the eight
hour standard is not really relevant to the attainment of the
1-hour standard the SIP Call

MR URBASZEWSKI: | was not particularly asking about the
ei ght hour standard. | amsaying that the | evel of ozone in
anmbient air that is determned to be unhealthful for sensitive
groups is equivalent to the 1-hour standard, but currently under
the air quality index, the systemthat the USEPA asks states to
use to provide air quality information to the public, it has
i ndependently determined that that |evel of ozone is unhealthy,

irrespective of the enforcenent issues over the eight hour
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standard. It is a nedical determination and not a | ega
determinati on on an enforceabl e standard.

MR LAW.EER W do have the nunber of the eight hour
exceedances from |l ast year that Rob can provide that information
just for the record if the Board wants it.

BOARD MEMBER FLEMAL:  Yes.

HEARI NG OFFI CER GLENN: Certainly. Go right ahead,
pl ease.

MR KALEEL: | think just factually to answer your
question, Brian, there is a table of nunbers that ny staff had
provi ded nme that gives the nunber of exceedance days in the Lake
M chigan region. It is not specific to Chicago, but includes al
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of the nonitoring sites in the Lake Mchigan region. In 1999
there were 36 exceedance days of the eight hour standard.

MR URBASZEWBKI: The reason | asked that was to illustrate
not our progress or |ack of progress towards neeting an eight
hour enforceable standard, but just to show that irrespective of
the exhibits that were shown by the state agency, that there were
only very few exceedances of the 1-hour standard and that the
ozone level that is determned to be unhealthful for sensitive
groups is still significant. That was ny reason for asking.

HEARI NG OFFI CER GLENN:  Thank you.

MR, URBASZEWSKI : M | ast question revolves around the fact
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t hat USEPA al so provi ded several guidance docunents on
encouragi ng states to provide for an energy efficiency and
renewabl e energy set-aside. And structurally it would be simlar
to a new source set-aside within the context of the rule.

New York has incorporated this energy efficiency renewabl e
energy set-aside in their rule. The idea that it would provide
el ectric power through renewabl e energy or through energy
ef fici ency methods without producing the pollution or producing
greatly reduced anounts of pollution. | have suggested this to
t he Agency.

| wanted to know what the rationale basis was for rejecting
this suggested programthat the USEPA put together?

MS. BASSI: During the course of devel opment of this rule,
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I can confirmthat M. Urbaszewski did suggest that we provide
set-aside for energy efficiency, and that at |east New York and
was thinki ng Massachusetts had al so included this or was planni ng
to include this set-aside. It was a determination -- it was just
sonething that we did not include. |In the devel opment of the
rule as we were neeting with various groups, it was not sonething
that received that great of a |l evel of support, but M.
Ur baszewski was insistent.
MR, URBASZEWSKI :  Thank you for the opportunity.
HEARI NG OFFI CER GLENN:  Thank you for your questions, M.

Ur baszewski
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Are there further questions this morning? | tell you what,
M. MGCervey, why don't we have you and foll owed by M. Mirray.
Wul d that be all right? Al phabetical

MR McCGERVEY: Joe McGervey again fromearlier. 1 have a
foll owup question on a subject that Daniel Goodw n brought up
earlier about the use of an allocation nmechani sm based on pounds
per mllion btu versus pounds per negawatt hour of generation
M/ understanding is that the way the cap and trade system woul d
work is that there is a budget region-wide for NOx in that
however the allocations are done, whether the allocations are
given to renewabl es or new sources or existing sources, or
however it is done, that generally in the |l ong-run enissions wll
be approximately the cap, no nmatter how those ot her vari abl es
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play out. So there nay not be a direct environnmental benefit but
it seenms there nay be a -- an efficiency benefit, a cost benefit
that may be there if the allocations were done on an output basis
versus an input basis.

M/ question is did the state consider using an output basis
for making these allocations in the programand just how t hat
deci si on cane about ?

MS. BASSI: W discussed very briefly an output based
al | ocati on net hodol ogy. USEPA has included this as one of the

anendnments to Part 97 that | had alluded to earlier, but they do
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not have -- even USEPA has not yet figured out how they would
proceed with allocating all owances on an output based approach
For those -- because of that reason, because of many reasons, we
decided to proceed with heat input as the basis for allocations.

MR MCERVEY: |Is that sonmething that -- well, | guess the
way the rule is witten, that is sonething that will happen but
could be changed in the future --

M5. BASSI: Rules can be anended.

MR McCGERVEY: -- at additional rul enakings? GCkay. It
seened to nme that megawatt hour generation is sonething that EGJUs
woul d keep very good track of and there should be data on that
sonewhere to use

M5. BASSI: And that was part of our problem W have
traditionally dealt with em ssions and the em ssions were
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determ ned by heat input, and so it seened an approach that was
nore easily verified by us than the output.

MR M CGERVEY: Ckay. Thank you.

HEARI NG OFFI CER GLENN: Thank you, M. MGervey. All
right, M. Mirray.

MR MJRRAY: Yes. Thanks. | also had sone questions
raised by M. Goodwin that |leads ne to believe we need to clarify
a few things

Ms. Bassi, the allowance price that you quoted fromAir

Daily quoting Canter Fitzgerald' s index, was that a vintage 2003
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al | onance?

MS. BASSI: | don't know, M. Miurray. | just -- | check
that every once in awhile in the Air Daily just to keep kind of a
bal | park idea of what NOx all owances are going for. | have not
noticed that they attach a vintage to them although | amsure
t hey do.

MR MJURRAY: Let nme ask this, then. |Is that -- are you
aware as to the source of that nmarket that they are quoting?

MS. BASSI: No, | guess not.

MR MJRRAY: |If | suggested that it was the Ozone Transport
Regi on - -

MB. BASSI: Oh.

3

MURRAY: -- would that --
MB. BASSI: Yes.
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MR MJRRAY: Ckay. So the Canter Fitzgerald prices quoted
is the Gzone Transport Region price?

M5. BASSI: That's correct.

MR MJRRAY: Are the allowances currently trading in the
Qzone Transport Region allowances that would be tradeable in this
pr ogr anf

M5. BASSI: Part 96 linmits the nunber of allowances that
the states in the Qzone Transport Region can carry into this

particular program Essentially it is limted to whatever nunber
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of all owances they would be given, if you will, under the
Conpl i ance Suppl enent Pool, as | understand it. But the Qzone
Transport Region is proceeding with its NOx tradi ng program now
as part of its nenorandum of agreenent for the regiona

attai nnent approach that the OTR is taking. USEPA is

adm nistering that trading programand it is expected to flow
into this one, but only to that linmted extent, this one wll
overtake that one.

MR MJRRAY: Are you aware of any unusual factors that are
occurring in the northeast this year that mght influence the
price?

MS. BASSI: No.

MR MJRRAY: You are not aware that the weather in the
nort heast has been primarily cool and rainy?

M5. BASSI: No, | have not paid attention to the northeast.
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| have been paying attention to Illinois, though

MR MJRRAY: Wth regard to new sources and the requirenent
that they are going to need to buy allowances fromthe state at
first, if nmy organization wants to bring a new unit on |ine, say
in 2005, and not retiring any units, how do I get allowances for
that unit?

MS. BASSI: You would have to apply for all owances fromthe
new source set-asi de and you would have to pay the fee.

MR ROVAINE: Now, you are not prohibited from buying
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al | onances on the open narket.

MR MJRRAY: Oh, | understand that. The point | wanted to
make is that everybody is in this sane boat.

M5. BASSI: That's correct.

MR MJRRAY: We all have to buy all owances, and we are all
going to have to pay whatever the price is, whether it is the
price for set-aside set by the pool or out on the market,
what ever that may be.

Continuing further, we have had sone discussion -- at |east
| tried to have sonme discussion that the affect of this program
is that it is really nore than a 0.15 reduction or a reduction
bel ow 0. 15 because of the way growth has been handled. It would
seemto ne, and | guess I amlooking for a concurrence, that al
of the sources are going to have to nake a series of decisions on
whet her they are going to be buying in the market or buying or

229

KEEFE REPORTI NG COVPANY
1- 800- 244- 0190

produci ng nore reductions.

Has the Agency reached a conclusion as to whether there is
any correlation between the cost and effectiveness of those
additional tons of renoval versus what it costs just to get down
to the 0.157?

MS. BASSI: Qur cost analysis -- and perhaps M. Forbes
shoul d address this. Qur cost analysis was based upon the --

(M. Forbes and Ms. Bassi confer briefly.)
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MS. BASSI: Qur cost analysis was based upon -- essentially
upon the anal ysis that USEPA performed on the regi on-w de basis.

MR MJRRAY: If | was to conclude that it would cost our
system approxi mately $5,000.00 a ton to reduce froma .2 to a .1,
the increnental cost for NOx, would that seemto be sonething
that woul d be beyond the Agency's expectations?

(Ms. Kroack, Ms. Bassi and M. Forbes confer briefly.)

MR FORBES: | guess we wouldn't necessarily be surprised
by that cost but, again, we are |ooking at the overall cost
ef fecti veness of the program

MR MJRRAY: | understand. But in ternms of the decision
that the EGQUs have to nake, they either have to make these costly
control expenditures to achieve these reductions or go out and
buy the sane al |l owances that everybody else is going to be trying
to buy. So the point | amtrying to nake is is there any rea

di fference between the treatnent of the two types of sources in

KEEFE REPORTI NG COVPANY 20
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t hat respect?
MR FORBES: Between new sources and --
MR MJRRAY: And existing sources?
MR FORBES:. -- existing sources? Probably in that sense
it isnot. | mean, they are all conpl ex questions, depending on

the kind of control, the type of existing arrangenent, fuel type,
| oad arrangenent. | nean, all of those things vary fromone unit

to another. New sources have to nmake the sane ki nd of decisions.
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MR MJRRAY: And with regard to the acid rain program is
t here anybody in the Agency that can address acid rain issues?

M5. KROACK: It would depend on the question.

MR MJRRAY: |Is there a new source set-aside in the acid
rain progranf?

MR ROVAINE: | don't believe there is.

MR MJRRAY: And all sources, all new sources that cane
into existence since that programwas instituted | believe in the
Clean Air Act anmendnments of 1990, that weren't existing units in
1990 have had to buy all owances to operate?

MR ROVAINE: They had to acquire allowances if they were
bi g enough to be subject to the program yes.

MR MJRRAY: So this programis not setting a precedent for
new sources to have to buy all owances?

MR ROVAINE: No, it is certainly not.

MR MJRRAY: Thank you. That's all of the questions I
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have.

HEARI NG OFFI CER GLENN:  Thank you, M. Mirray. Are there
further questions this norning?

Ckay. | think we are going to go to the Board Menbers,
t hen.

BOARD MEMBER MELAS: | think this question would be

directed to M. Forbes. Help ne understand the neani ng of the
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growm h factor. Are you neasuring the economic growh? Are you
nmeasuring heat input? Exactly what is it? Because | have heard
five percent. | have heard eight percent. | have heard 34
percent. | would just like to get an understandi ng of what
exactly is it that we are projecting or measuring.

MR FORBES: Wat the EPA was trying to estimate was the
anount of increase in utility generation that woul d occur between
1996 and 2007, so that they could deternine what the em ssions
i ncrease would be due to that additional electrical generation
They used a nodel called the integrated planning nodel, and that
nodel incorporated all kinds of factors, including econonmc
factors, fuel costs, electricity demand, deregul ati on, emni ssions
market trading, all of those kinds of things were factored into
this nodel to project what the increase in enmissions ultinately
woul d be. That factor turned out to be eight percent, such that
the factor was 1.08 that you would nmultiply in 1996 the input by
in order to estimate 2007 heat input. At that point they could
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then cal cul ate what the emi ssion | evel would be and use a contro
em ssion rate of 0.15 pounds per nillion btu tinmes that projected
2007 rate. That particular growh rate is specific for Illinois.
The EPA determined for each of the 23 jurisdictions what their
particular growmh rates would be fromthe I PM nodeling they did.
BOARD MEMBER KEZELI S: What was the range of growth anong

the states, if you can tell us?
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MR FORBES: | amnot sure that -- what | recall the range
was -- | know we had eight percent. | think there were sone
states that had over 20 percent in terns of their growh rates.
W will see if we can find that in the support docunents to the
SIP Call.

M5, KROACK: If we can't answer that today or before we
will get back to you. W wll answer that.

BOARD MEMBER KEZELI S:  Ckay.

BOARD MEMBER FLEMAL: | have a series of questions | would
like to pose to the Agency, but before doing so | would like to
conpl enent the Agency on the thoroughness of their presentation
to the Board. It has hel ped ne, who had to start fairly | ow down
on the learning curve on this topic, to at least try to get up to
t he speed necessary to understand what is going on in this
pr oceedi ng.

| trust that the regulated conmunity will in the future
hearing assist ne further along that |learning curve. | know
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there is sonme perspectives that are obvious in the questioning
that we are hearing that may not be the same perspective that the
Agency had in its presentation. | certainly ook forward to our
next hearing to have you share with us that additional part of

t he understanding that the Board is going to have to have to nake

t he necessary decisions in this rul emaki ng.
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The questions that | have are largely of the sort of
questions that | believe are worth addressing to the extent that
it would be useful to have the record reflect sone additiona
bits of information or expansions on the information that the
Agency has already presented to us. | have tried to organize
these a bit, although they may seemto wonder, let nme at |east
try to do themin sonme categories.

There are several questions that | have that are of the
term nol ogy sort that | think would be useful for the record to
reflect on. Let nme begin that by noting that in nuch of what the
Board has dealt with previously regardi ng ozone nonattai nment
areas, we have used the term Chicago nonattai nnent area to refer
to that portion of the nonattainment area in the northeastern
part of the State of Illinois. In fact, we have a whole part of
our regul ations that deal specifically under -- inits very title
wi th the Chicago nonattai nnent area. One can't help but notice
in the presentations of the Agency at |east in nost of the places
that that termis not used. W are tal king now about the Lake
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M chi gan nonattai nnent area. There is a simlar change for
difference in use of the termninology for the Southwestern
II'linois nonattainnment area where that has becone the
Metro- East/ St. Louis nonattainment area

M/ question with that preface is why are we changi ng the

terms and is there any regulatory significance in the fact that
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this termnology is today different?

MR LAWER | guess the answer to the last part of your
question really is froman Illinois standpoint there is no
regul atory inportance to the fact that we use different terns, a
little bit different terns. Wat we have referred to as the Lake
M chi gan nonattai nnent area is the nonattai nnent counties in the
states that are around Lake M chigan, and it includes W sconsin,
II'linois, Indiana and did include sone Mchigan counties. So
just in terns of when we look at the air quality, or when we | ook
at the air nonitoring data or the nodeling data we usually just
refer to it as Lake M chigan nonattai nnent area because we are
trying to solve the whol e Lake M chigan problem because Illinois
sources do contribute to the other states also. As far as the
official attainnment area in Illinois, it is six counties and the
parts of two other counties that you are familiar with

In the Metro-East area it is kind of a simlar situation
USEPA sort of sees the whol e urbani zed area of St. Louis and then
the Metro-East Illinois side as one area together. And so when
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we nodel it or when we talk about it or when we | ook at
nonitoring data, since the flow of ozone does not stop at the
state, we talk about the area as a whole. But froman Illinois
standpoi nt, the nonattainnent area is the three counties in the

Metro- East, Madi son, Monroe and St. dair Counties.
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BOARD MEMBER FLEMAL: | take it, then, that your answer to
the -- what was the second part of that question, that there is
no regul atory consequence in this change in termnol ogy, that
that is your answer, that there is no regul atory consequence.

MR LAWER R ght, right.

BOARD MEMBER FLEMAL: Ckay.

MR LAWER | could add just a little bit, another point to
that is really in the official designations that USEPA nakes, it
is considered nulti-state nonattai nment area in both of those.
But, again, froman Illinois standpoint and for our regulations,
the nonattai nnent areas are the ones that you are familiar wth.

BOARD MEMBER FLEMAL: |In the attenpts to determine, by a
nodel i ng, what the resultant ozone concentrati ons woul d be,
occasi oned by the NOx regul ations, there are several times the
termis mention of the NOx disbenefit. Could it be explained,
for the record, what is the NOx disbenefit, and how it functions
and what its magnitude is?

MR KALEEL: The term NOx disbenefit -- | think what it
refers to is a particular phenonenon that we see in the
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atnosphere in a chemcal reaction related to nitrogen oxide, one
conmponent of what we call NOx, just the NO or the nitrogen oxide
part, that initially upon release to the atnosphere actually

breaks down ozone nol ecules. |t scavenges or titrates, | guess,

are other termnol ogies that have been used. It will break down
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an ozone nol ecul e.

The tendency for that phenonenon to occur, it typically
happens fairly quickly, close to an em ssion source, and does not
necessarily extend to a great distance doww nd. |t depends on a
great deal on the mx of VOCs and NOx in that particular airshed.
So the nmagnitude of it alnost varies on a day-to-day basis as the
relative mx of precursors change on a day-to-day basis. It is
typical for a particular ozone episode to start with fairly
limted amounts of VOC and then for those VOC concentrations to
i ncrease on successive days and that changes the signal or the
response of the systemto the introduction of NOx or specifically
NO emi ssi ons.

So the nmagnitude changes on a day-to-day basis. Early in
an ozone episode the airshed is very responsive to NO em ssions.
A scavengi ng phenonenon of 10 parts per billion, 15 parts per
billion is not unusual. Late in an ozone episode that scavengi ng
phenonmenon m ght be very small or even conpletely absent. So it
isn't always there of the same nagnitude

BOARD MEMBER FLEMAL: Wbuld it be correct, then, to draw
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the concl usion that the NOx disbenefit is a phenonenon that
occurs nostly proxinmal to em ssions sources because of the tine?
MR KALEEL: | think that is a pretty good assunption. It

i s a phenonenon that certainly is evident within the Chicago
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nonatt ai nment area, perhaps nore so in Chicago than in other
places in the country. The effect is typically seen in the node
30 to 50 nmiles fromthe Chicago area downwi nd, so it does extend
to sone distance and, again, that varies on a day-to-day basis.

BOARD MEMBER FLEMAL: And the reason for that proxinate
location to Chicago is because of the NO enissions associated
with the Chicago area itsel f?

MR KALEEL: It relates to the relative amunts of VOC and
NOx in the atnosphere. It seens to be a fairly unique
characteristic of Chicago that our ozone episodes are limted in
t he anounts of VOC emi ssions that are present in the atnosphere
and a rel ative abundance of NOx emissions and it is not just
poi nt sources that contribute to that relative balance. A large
neasure of it, and maybe even the majority of it is due to the
presence of notor vehicles and the em ssions of NOx from notor
vehi cl es.

BOARD MEMBER FLEMAL: | see. M recollection is that early
i n our understandi ng of the generation of ozone there was sone
feeling that controlling NOx was, in fact, counter-productive

because of this disbenefit. First, am| correct that that at one
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time that was a perspective?
MR KALEEL: | think that is still our perspective, that

there are certainly days that we are trying to nodel and try and

pl an and account for in our attainment denonstration that |oca
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NOx controls are not all that helpful. Wat | nean by local, the
controls right within the Chicago nonattai nment area. The
further away those NOx controls occur, the less inportant the
di sbenefit phenonmenon is in effecting the areas peak
concentration. So we typically try to think of the best contro
path, and this was one of the findings of OTAG And it has been
a finding that we have nmade pretty consistently through the years
that the best control strategy for reducing ozone in the Chicago
area near the nonattai nnent area woul d be a conbinati on of
regional NOx controls, in other words, wi despread NOx controls
with a focus of VOC controls within the nonattai nment area

BOARD MEMBER FLEMAL: Anot her term which has been in the
record so far fairly extensively that | think nay be useful to
explore is the termnodel rule. | believe Ms. Bassi referred to
that commonly. Can you define for us what is the nodel rule,
where that occurs?

M5 BASSI: The nodel rule is what USEPA pronul gated at 40
CFR Part 96.

BOARD MEMBER FLEMAL: It is synonynous, then, with Part 96,
when we are tal king about the nodel rule?
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M5. BASSI: That's correct.
BOARD MEMBER FLEMAL: That's the pronul gation that was back

in Cctober of 1998; is that correct?
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M5. BASSI:  Yes.

BOARD MEMBER FLEMAL: Has that been nodified in terns of
actual nodifications of Part 96 at any tinme since Cctober of
19987

M5. BASSI: No. Part 96 has not been anended.

BOARD MEMBER FLEMAL: Okay. | would like to turn to the
prefiled testinmony of M. Forbes. There are a nunber of portions
of that testinony that I would like to explore a bit further

I think perhaps the best way to do that woul d be maybe to
ask M. Forbes first to, if you would, be so kind as to sumari ze
a few portions and then that will allow us to focus on sone of

the particulars in themor in that portion

| would like to begin with the testinony that is in -- for
the record, | would note that | amreferring to Exhibit Nunber
27, which is the prefiled testinony of Richard Forbes. | would

like to begin with that portion of the testinony that beings on
page four at the bottom and runs through the mddle portion of
page six. It is entitled types of EGQJs and associ ated NOX
em ssions. Wuld you be so kind, M. Forbes, to just sunmarize
for us what it is that this particular portion of your testinony
does, what is the information that is there?
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MR FORBES: Ckay. This part of the testinony was trying
to identify the types of EGQUs that are covered by the proposa

and al so the associ ated NOx emi ssions. To kind of sunmarize, |
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guess | will just go through the groups here. The units that are
covered by the proposal having the highest total NOx emissions in
II'linois are the coal -fired cyclone boilers, having uncontrolled
em ssion rates ranging from0.8 to 2.0 pounds per mllion btu's.
There are 22 cyclone boilers affected by the proposed
regul ati ons, having projected base 2007 NOx em ssions of 58,146
tons during the May 1st through Septenber 30th control period.

The units having the second highest total NOx emi ssions are
tangentially-fired dry bottom pul verized coal boilers, having
uncontrol l ed NOx emissions ranging from0.4 to 1.0 pounds per
mllion btu. Projected base 2007 NOx enissions fromthe 34
tangentially-fired dry bottom pul veri zed coal boilers affected by
t he proposal total 44,239 tons during the control period.

VWal | -fired dry bottom pul verized coal boilers are the third
largest NOx emitting category of units affected by the proposal
There are eight wall-fired boilers of this type covered by the
proposal , having projected base 2007 control period NOX em ssions
of 9,383 tons.

The fourth NOx emtting category EGQJ affected by the
proposal are gas and oil-fired boilers. There are 25 of these
types of boilers inpacted by the proposal, accounting for 2,294
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tons of base control period NOx em ssions in 2007.

Then the | ast category of EGQJs affected by the proposal are
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gas turbines. There are 14 gas turbines affected by the
proposal. Their NOx em ssions are 2,416 tons for the 2007 base
control period.

BOARD MEMBER FLEMAL: Thank you. Now, | have attenpted to
add up the total nunmber of affected units in those five
categories that you nmentioned. | conme up with 103. | know that
nunber has been used before, so | take it the 103 affected units
are those that you have identified.

MR FORBES:. Yes, that's correct.

BOARD MEMBER FLEMAL: And 64 of those are coal -fired.
Those are the first three categories, the sumof which is there
are 22, 34 and eight?

MR FORBES: That's correct.

BOARD MEMBER FLEMAL: When you say these are the affected
units, how does that relate to the use of the terns existing and
new? O these 103, are they all existing.

MR FORBES: Those are all existing units.

BOARD MEMBER FLEMAL: So this 103 does not include any
units that have conmenced operation after 1995, is that ny
under st andi ng?

MR FORBES: That's correct.

BOARD MEMBER FLEMAL: Do you have any idea how nmany such
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units there are posed in 1995 who fall in the new category?

MR FORBES: M. Ronmine, | believe, has that information.
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MR ROVAINE: W have a rough idea. |f you look at the
nunber of applications and pernmits that have been issued for new
gas turbine facilities, we have roughly 200 new i ndi vi dua
turbi nes that could conceivably be subject to the rule at this
point if they were all actually built and devel oped. In terns of
the nunber that are actually under construction or operating at
this point, 70 new units that we are fairly certain will all cone
to pass. That does not include the new boiler that M. Goodw n
referred to, the boiler facility that has just canme in. The
application just canme in to us in the last couple of weeks. It
is a dynamc nunber with regard to new EGUs.

BOARD MEMBER FLEMAL: I n awareness that that is a dynamc
nunber, we are nonethel ess tal king about a popul ati on of units at
this stage in tine which is roughly 170? That is 100 existing
category, 70 new category?

MR ROVAINE: That's correct, looking at the 70 that are
actually permtted or under construction.

BOARD MEMBER FLEMAL: That is an in counting nunber.

That's the nunber of units that is obviously not reflecting size
of unit or emissions of unit. Let's explore that part of the
nunber game here, if we mght.

The 103 units that are referred to here, ny understandi ng
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with the nunbers are that the uncontroll ed base em ssions for
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those 103 units is the nunber 116,478 tons.

MR FORBES: That is correct. However, when you notioned
uncontrolled, these -- it is not exactly true that they are
uncontrolled. This represents the estinmated 2007 base eni ssions
and that would include any acid rain phase one or phase two
control limts that would apply to them

BOARD MEMBER FLEMAL: You are actually one step ahead of ne
on there. So let's go to that spot first. The unit, if you
like, of emissions is that uncontrolled em ssion. Can you
explain to me how you determ ned -- where does that nunber cone
fron? Wat does uncontrolled mssion nean, starting perhaps with
the 1995 data? Were does that nunber cone fron®?

MR FORBES: Well --

BOARD MEMBER FLEMAL: Is it a theoretical em ssion even in
the 1995 data, or is that what was actual --

MR FORBES: Ckay. 1995 actual em ssions are -- 1995
em ssions are actual em ssions based on data that was reported by
each of the utilities in the 103 nunbered group to the acid rain
divisions program They are required to submt actual em ssions
based on continuous em ssion nonitors. So those represent actua
em ssi ons.

BOARD MEMBER FLEMAL: Those are actual emi ssions. Wre
sone of those em ssions controlled emssions in 1995 in the sense
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that there was sone kind of control device intending to reduce
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the total NOx emi ssions present in 1995?

MR FORBES: Yes, sone were controlled.

BOARD MEMBER FLEMAL: But not all?

MR FORBES: But not all.

BOARD MEMBER FLEMAL: Okay. There is no credit in effect
for facilities that try to get ahead of the gane as early as
1995, in ternms of NOx reductions?

MR FORBES: Not in the sense of an allowance or credit as
such that would be issued in the program O course, the acid
rain program has two phases of controls, phase one and phase two.
Phase one is applicable in 1995 to those units subject to phase
one and then phase two, that goes -- that went into effect in
2000. | believe all of the units are subject to either phase one
or phase two of the acid rain program or coal-fired units, one
or the other.

BOARD MEMBER FLEMAL: The 70 or so new units, do we have
any estimation of what their em ssions, NOx enissions are either
at sonme base time or projected out to 2007?

MR ROVAINE: The only emi ssion data that we have for those
facilities in total is their permtted em ssions that we have
i ssued pernmits for these facilities. While sone of themare
operating, nost of them have not begun operation. W don't have
em ssions data for those. In ternms of pernmtted seasonal
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em ssions fromthose facilities, it is probably somewhere in the
order of 4,500 tons of NOx.

BOARD MEMBER FLEMAL: So sonet hing roughly 40 percent -- |
did that math fast in ny head -- of the existing units? | am
trying to get sone bal ance of where our em ssions are projected
to cone from

MR ROVAINE: Well, | guess | would caution sinply that the
majority of those em ssions are conming from peaker facilities.
Peaker facilities aren't getting thenselves pernmitted for maxi num
utilization of those facilities quite frequently at the 245 ton
per year range for the mnor sources, with sonme hi gher nunber, in
fact, gone through major source permtting. It is difficult for
us to actually project what level of utilization will occur for
those facilities. Al we can say is that the total permtted
em ssions fromthis group is on the order of 4,500 tons. So that
is -- | guess the main difference, | think, is that the nunber
for the existing units is, in fact, actual em ssion data
reflecting the actual utilization. The data for new facilities
for the nost part is sinply projected.

BOARD MEMBER FLEMAL: | think | just heard you say 4, 500
tons, not 45, 000.

MR ROVAINE: Oh, | amsorry.

BOARD MEMBER FLEMAL: | think the first time | -- got
anot her decinmal twice in there. Ckay.
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BOARD MEMBER FLEMAL: Back to M. Forbes' prepared
testinony. There is present as part of the testinony an
attachnment which consists of both a map which | ocates 24 sources
and then a table which | believe correlates directly to that nap
in which there are nanes, counties and the nearest county town
for those 24 sources. First off, aml correct in ny
under st andi ng of the nexus between your two attachnents?

MR FORBES: Yes.

BOARD MEMBER FLEMAL: One is the location and the other is
the list. How do these 24 naned facilities relate to the 103
facilities in your presentation and the Appendix F facilities?
VWhat is the way that these work together?

MR FORBES: kay. This nmap and the list attached actually
identify all of the 103 units. For exanple, if you ook at -- on
the table of Existing EGJs | npacted by Proposed Rul emaki ng RO1-9,
poi nt nunber one being the Hutsonville, it is Aneren, EGC. What
this is intended to do is to identify the location of the
facilities. For exanple, Hutsonville station actually has two
units. The next one, Grand Tower, it is an Ameren facility,
| ocated in Jackson County. G and Tower, | believe, has two
units. It is three units.

VWhat the map represents is the location of all of the
facilities that contain 103 units that are covered in ny
testinony as well as a part of Appendix F in the proposal
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BOARD MEMBER FLEMAL: If we had before us the nunber of
units that were present at each of the nenbers of this 24 |ist of
EGQJs, that would add up to 1037

MR FORBES: Yes.

BOARD MEMBER FLEMAL: (Ckay. How do those 103 units or the
24 facilities relate to the list of facilities that are in
Appendi x F of the proposal ?

MR FORBES: Those are the same 103 units.

BOARD MEMBER FLEMAL: Ckay. So this is, in fact, the |ist
of the 24 facilities nowwith the addition of the individual
units at each of those facilities?

MR FORBES. Right.

BOARD MEMBER FLEMAL: There was a conmment | heard in the
back. Do we want to get it on the record?

MR GUPTA: Wiat | wanted to say was that this table points
out the location of those 103 facilities.

HEARI NG OFFI CER GLENN:  Coul d we get your nanme for the
record, please?

MR GUPTA: Vir Qupta.

HEARI NG OFFI CER GLENN:  Thank you.

BOARD MEMBER FLEMAL: Thank you. | think that that
run-through of the nunbers was enlightening, at |east for ne.
Let's nove on in your testinony, M. Forbes, to another section
which is a portion that deals with adni ssion controls an
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associ ated costs. In fact, it is the costs in particular that I
would like to focus on, and that occurs, as | look at it, in the
mai n on the bottom of page nine and extending on to page ten

Once nore, for the purposes of the record, | would note that | am
referring to Exhibit Nunber 27, which is entitled the testinony
of R chard For bes.

Coul d you be so kind as to just briefly review for us that
information that you presented there in your prepared statenent?
MR FORBES: kay. What | tried to identify inthis
section was review of the kinds of control equi pnent that we are

generally famliar with that would work on the sources that are
covered in this proposal. | amnot going to necessarily go
t hrough each one of the kinds of control, but just indicate that
there is a nunber of different control devices and conbi nations
t hereof that can be used to achieve significant reductions in
em ssi ons.

W have within the TSD provided a table that identifies the
range of controls, and it does depend on whether it is a
coal -fired unit, whether it is -- the type of coal firing that is
occurring, howit is fired, if it is tangentially or wall-fired,
whether it is a gas-fired or oil-fired unit. Wth respect to the
costs thensel ves, we have provided several tables within the TSD
nostly because of the large range in variety of cost
ef fecti veness depending on the type and |l oad conditions. It gets
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alittle difficult to summarize or provide sone aver ages.
However, we have -- | have attenpted to do that.

Maybe | can just read the last portion of this paragraph
that would summarize this. The TSD for this proposal has a
summary of the costs of various NOx control technol ogi es and
their conbi nations under various |oad conditions based on the
information contained in the ACT documents. That is the USEPA
docunents that we have referred to in the testinony. The costs
of conbustion controls for gas fired and oil-fired boilers vary
wi del y dependi ng upon the size of the unit, the |oad conditions,
and the type of control technol ogy enpl oyed.

Table 5-2 in the TSD provides a sunmary of the |arge
variety of cost effectiveness values for the NOx control options
for these boilers. For gas turbines that continue to operate as
peakers, the nost likely control that would be utilized is water
and steaminjection. The cost effectiveness range for this
control option is $1,210.00 to $2,350.00 per ton of NOX renoved.
If these units are used nore often as peaking units, the cost per
ton woul d, obviously, go down and be | ess.

Control costs for coal-fired boilers relying on SNCR
technol ogy al so vary widely for base load units with an average
range of cost-effectiveness of $725.00 to $880.00 per ton of NOx
reduced. The control costs relying on the SCR technol ogy woul d
have a simlar average range of cost effectiveness of $1,035.00
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to $2,035 per ton for base load units. This was the nbst common
control that we would envision being used for these kinds of
coal -fired base |oad units.

BOARD MEMBER FLEMAL: Thank you. Could you explain for us
what el enents go into the calculation of cost effectiveness, what
ki nd of costs are considered?

MR FORBES: Well, there is, of course, the cost for energy
to run the control device, the cost for the first cost, the
installation costs, the operation and mai nt enance costs, all of
those kinds of costs to maintain the unit itself. Then in
addition to that the anpbunt of tonnage that woul d be achieved
fromapplication of that control device together giving the
dol l ars per ton.

BOARD MEMBER FLEMAL: So the costs include both capita
costs, the up-front costs or continuing capital costs that may be
associ at ed?

MR FORBES: Yes.

BOARD MEMBER FLEMAL: And then operational costs as well?

MR FORBES: Yes.

BOARD MEMBER FLEMAL: Since the operational costs are
conti nuous and presumably occur nore or |ess each year, are we to
interpret this figure, then, as an average or an annual val ue?

MR FORBES: This particular cost out of the ACT is an
annual based cost.
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BOARD MEMBER FLEMAL: So it is an annual cost?

MR FORBES: Yes.

BOARD MEMBER FLEMAL: And it has spread the capital costs,
| take it, over sone life tinme of the capital equiprment and that
is how the capitalization is invol ved?

MR FORBES: Yes. | think the EPA typically uses a ten
year period to anortize the costs.

BOARD MEMBER FLEMAL: W have -- we, the Board, the Agency,
the regul ated comunity regularly encountered these costs per ton
figures in other ozone rel ated proceedi ngs. Can you now or woul d
you ot herwi se at sone future tinme give us sone perspective on
these costs by conparing themw th costs that we have encountered
i n other proceedi ngs?

MR FORBES: Yes, we can do that. | don't have that with
nme at this point, but we could do that, relate those two previous
rul emaki ngs on cost-effectiveness figures?

BOARD MEMBER FLEMAL: Yes, | think in terms of being able
to get our hands around these figures, it would be helpful to
conpare themto other cost-effectiveness values that have been
encount ered previously.

I do have ot her questions, but since | have been focusing
on M. Forbes, is there anything any of the other Board Menbers
or M. Rao would like to explore in this arena with M. Forbes?

MR FORBES: | did find the variation in the growh factors
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if I could go ahead and --

BOARD MEMBER FLEMAL: Sure.

MR FORBES: Fromthe support docunents to the USEPA NOx
SIP Call, we found that there was a range in growmh from-- first
I will give you the factor and then | will give you what that
neans in terns of the percent. Rhode |sland had the | owest
grow h factor, which was 0.47. And Massachusetts had the
hi ghest, which was 1.59. Wat that represents for Rhode Island
is actually a decrease in growmh. It is a 53 percent reduction
or a factor of 0.47. In the case of Massachusetts that 1.59
grow h factor represents a 59 percent growth rate. That was the
range of factors.

BOARD MEMBER FLEMAL: This is anticipated growmh and
em ssions, not in power output, not the nunber of units, not in
economi cs of the area or anything of that sort, just em ssions?

MR FORBES:. It is supposed to be electrical generation
grow h, which then is translated directly into emssions. 1In
other words, like heat input. This is what was applied to the
1996 or 1995 heat input to project 2007 heat input from which
they could then cal cul ate emni ssions.

BOARD MEMBER FLEMAL: Thank you. | did have a
m sunder st andi ng of that. | appreciate you straightening nme out.

Let nme nove to questions that relate to Section 9.9 of the

Act. | know we have touched on this a bit this norning, but I
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think it is worth revisiting for at |east a couple of
perspectives. | think maybe the appropriate way to start this --
I wonder if the Agency could first off sinply describe for us,

for the record, what Section 9.9 is of the Act, and if you would
i ke maybe sone history of how this happened to get into the Act?
W1 sonmeone accept that chal |l enge?

MS. BASSI: Section 9.9 of the Act is a finding by the
General Assenbly that reduci ng NOx emissions -- it recogni zes
that the SIP Call was issued and that reducing NOx emissions in
the state would help us to neet the National Anbient Air Quality
Standard for Qzone, and that emi ssions trading is a cost
ef fecti ve means of obtaining these NOx em ssion reductions.

It proceeds then to essentially enable us and you to
propose and adopt the rules that would allow us to enter into the
NOx tradi ng programthat USEPA woul d adnini ster so that we woul d
be participating in an interstate NOx trading programas to
opposed to one that we mght devise ourselves that would be
limted to only the state. The Section 9.9 then addresses sone
speci fics about elenments of the rules that are to be included,
and we have reflected those that are related to EGJUs in this
pr oposal

BOARD MEMBER FLEMAL: When did Section 9.9 -- when was it
born? Wen did it cone into being? | guess | can hel p by saying

it happens to be Public Act 91-0631
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M5. BASSI: | never understand those Public Act 91 nunbers.
| believe it was in 1999.

M5. KROACK: W can get that answered for you in a nonent.

M5 BASSI: Dr. Flemal, it was enacted in 1999, because the
SIP Call was promulgated in 1998, and it was not this year that
it was enacted.

BOARD MEMBER FLEMAL: Ms. Bassi, you use the word enabling
in the sense that this enables you to propose and the Board to
adopt regulations. Let nme test the use of that word. | want to
read Section 9.9 (b), at least a portion of the first sentence
there. It says the Agency shall propose and the Board shall
adopt regulations to inplenent an interstate NOx tradi ng program
as provided for in 40 CFR, Part 96.

Is that not saying to us that there is a nmandate that we
adopt a trading progran?

M5. BASSI:  Yes.

BOARD MEMBER FLEMAL: And that it is an interstate program
and it is not a local progranf

M5. BASSI: Yes.

BOARD MEMBER FLEMAL: And that the programis the program
that is in CFR 967

M5. BASSI: Yes.

BOARD MEMBER FLEMAL: Part 96?

MB. BASSI: Yes.
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BOARD MEMBER FLEMAL: And that is the nodel rule?

MS. BASSI: The nodel rule, yes, sir.

BOARD MEMBER FLEMAL: Let me read what | see in Section 9.9
(c). It says allocations of NOx allowances to large Electric
Cenerating Units, as defined by 40 CFR, Part 96 (4)(a) shall not
exceed the state's trading budget for those source categories to
be included in the state inplenentation plan for NOx. Tell ne
what that is telling us.

M5. BASSI: Section 96.4 in the nodel rule is the -- |
believe it is the applicability section. Let me check that very
qui ckly.

That is the applicability section. In 96.4 with regard to
| arge EGQU says that any unit that anytine on or after January 1,
1995, serves a generator with a nanepl ate capacity greater than
25 nmegawatts and sells any anount of electricity. And so what we
have in Section 9.9 (c) of the Environnental Protection Act is
that our State Inplenmentation Plan with regard to N, as
envi sioned by Section 9.9, would apply to these particular units.

BOARD MEMBER FLEMAL: Is it inplicit or explicit in any of
that anal ysis that says our em ssions tradi ng programhas to be
capped at 30,701 tons?

(Ms. Kroack and Ms. Bassi confer briefly.)

MS. BASSI: The language in 9.9 (c) that says shall not

exceed the state's trading budget for those sources categories,
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think is the -- perhaps is the explicit statenent that we nust
conply with the budget cap that is set for the state for |arge
EGQJs and then | ater non EGUs.

BOARD MEMBER FLEMAL: |s there any way within these
constraints that are set up with the conbination of Part 96 and
this mandate that we have fromthe General Assenbly for us to do
an em ssion trading programthat does not use the 0.15 mllion
btu underlying prenise?

M5. BASSI: The 0.15 million btu, as used to determ ne our
allocations that we will make to units, is not -- there is no
restriction on that. That happens to be the nunber that USEPA
used in the nodel rule when it was deternmining eligibility for
al | onances and we carried that forward. Another reason why we
carried that forward was that the 0.15 pounds per mllion btu is
t he nunber that was used by the USEPA in determ ning the caps
that apply to EGUs in all of the states that are -- and the
District of Colunbia that are subject to the SIP Call. It is --
but there is nothing that restricts us in this or in Part 96 to
rely on 0.15 for determining allocations within the State of
II'linois. Al location nmethodology is a flexible portion

And | was just handed this. Section 9.9, as you said, is
Public Act 91-631. It was signed by the Governor on August 19th,

1999 and codified at what we have here.
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are not obligated to neet a 0.15 million btu limt, but that
factors in in the sense that USEPA used that number to derive
what is really our key nunber, the 30,701 tons.

M5. BASSI: That is correct.

BOARD MEMBER FLEMAL: Ckay. | still wonder, though, from
your perspective, whether this conbination of the |anguage in
Section 9.9 allows us any deviation fromthat federal limt, the
30, 7017

M5. BASSI: No, | don't believe --

BOARD MEMBER FLEMAL: It does not?

M5. BASSI: | do not believe it does.

BOARD MEMBER FLEMAL: | certainly anticipate or at |east |
hope that we -- if there is another side to this coin that it
will be brought out by -- to us by those people who see anot her
side to the coin. But, frankly, |I do have a concern that there
are sone pretty strong constraints in Section 9.9. | want to

enlighten this to what specifically those constraints are in
terns of what latitude the Board have when it says we shall adopt
a program | leave it there for sonething that will be picked up
| indeed hope at our next session

Let nme just try one last question here. | think it is a
fairly broad question, but in some sense | think it is also at

the real heart and guts of what it is that we have to do here.
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of Septenber, or maybe even at the end of August, a facility, for
what ever reason, has emi ssions that have al ready occurred or has
projected to occur that are greater than its all owances, what
options does it have? Wat does it do?

MS. BASSI: At the end of the control period, it nust
reconcile the nunber of tons of NOx that it has emtted with the
nunber of allowances that are available in its conpliance or
overdraft accounts with USEPA. If it finds at the end of the
control period that it is short allowances, there is a period of
a nonth during which it nmay seek to buy all owances from whomever
so that it bal ances.

BOARD MEMBER FLEMAL: The assunption is that there will be
al | ownances to be purchased

MS. BASSI: That is the assunption underlying this trading
pr ogr am

BOARD MEMBER FLEMAL: Ckay. But if I amone of those
facilities and | need allowances and | am not unique, | | ook
around and | find that everybody el se needs al |l owances, is it
possible that there is a national overdraft of the all owances?

MS. BASSI: Theoretically, that is --

BOARD MEMBER FLEMAL: WII we face that?

MS. BASSI: Theoretically, that is possible. You suggested
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that it is running over what it m ght have projected, and it
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recogni zes this at the end of August or, you know, before the end
of the control period. Theoretically, they could plan -- | nmean,
if there is a recognition that this particular unit is running
over and they do not foresee an opportunity to buy all owances
sonewhere, theoretically they could cut back on the operation of
that particular unit. That goes to questions of reliability of
electricity in the system But, nevertheless, this,
theoretically, is an approach that the unit could take as opposed
to relying on trading for all owances. Perhaps there are other
units that it could rely upon that mght be nore costly to
operate, but that mght be nore efficient in producing
electricity.

BOARD MEMBER FLEMAL: Wien judgnent day cones and the
accounts have to be bal anced and they don't get bal anced, then
what ?

M5. BASSI: Then the enissions -- the excess enissions
provi sions of Part 96 woul d be exercised by USEPA and
additionally a unit could be subject to enforcenment by either or
both the state and USEPA because this would be part of a SIP
whi ch nmakes the rule itself federally enforceable.

BOARD MEMBER FLEMAL: So enforcenment action mght will

ensue?
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M5. BASSI: It could occur
BOARD MEMBER FLEMAL: For failure to having accunul ated the
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necessary all owances to bal ance the actual em ssions.

M5. BASSI: But there would be the autonatic deduction of
al |l onances for excess em ssions that USEPA woul d undert ake
separate and apart from an enforcenent action

HEARI NG OFFI CER GLENN:  Ckay. Thank you. Could we go off
the record for a nonent, please?

(Whereupon a short recess was taken.)

HEARI NG OFFI CER GLENN:  All right. W are back on the
record.

Dr. Grard, would you like to ask questions, and then we
will turn it over to Ms. Kroack

BOARD MEMBER G RARD: Thank you. | would Iike to go back
to the growh rate and hearing that range of growth rates,
Massachusetts gets 1.59 and we get 1.08. As | understand it,
then, if our state budget cap had the sane growh rate all owed as
Massachusetts instead of approximately 31,000 tons we woul d be
al | oned approxi mately 45,000 tons? |s that correct?

MR FORBES: That is correct, just on the basis of applying
the growmth factor. | amnot sure offhand what Massachusetts
budget actually is. | don't think it is as high as ours.

BOARD MEMBER G RARD:  Now, in thinking back on sone of the



22 ot her testinmony we have had, we have heard that possibly the
23 growh rate is going to be nore than that, and we could be

24 | ooking at 1.34 as naybe nore realistic where it shoul d have
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1 been. Is this growth factor now set in concrete? |s there any
2 way to challenge it? O are we way past that point?
3 MR FORBES: | would say froma nonlegal answer that it was

4 set in concrete. The EPA had extend periods of conment tine to
5 submit, you know, various comments, and | think all of the

6 utility sources and Illinois EPA provided a ot of comments in
7 this area as did the other states and other utilities and 23

8 jurisdictions and the EPA weighed all of those things and nade
9 very little changes in their growh factors that they ended up
10 staying with.

11 I think that nay have been part of the chall enges in sone
12 of the court challenges, dealing with growth rates and such. |
13 think that pretty nuch has been accepted, that that is the EPA
14 growth rate. So | don't know what chall enges are left out there.
15 There that are still pending, but ny opinionis that it is

16 probably not likely that that will be changed.

17 HEARI NG OFFI CER GLENN:  Yes, do you have a question?
18 MR DI ERICX: | have additional information that nay help
19 the Agency respond on that. | believe there is additiona
20 litigation in the DC Crcuit Court concerning the technica

21  anendnents to the SIP Call that address the state budgets and the
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state growh factors. The court has not acted on that in that
case yet. | don't think they have even had oral argunents yet.

So that is still pending before the Court.
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| think another piece of information, prior to the final
SIP Call growmh nunbers, the State of Illinois did have a hi gher

growh rate. In the proposed state budget | think the growh
factor may have been 1.34 or something in that range.

MR FORBES: 1.23 percent, | believe.

MR D ERICX 1.23. ay. Sonething like that originally.
And then before it was finalized the USEPA incl uded some
additional factors in the IPMnodel, such as inplenentation of
the keoto (spelled phonetically) protocol that adjusted the
growh factors for the state. As a result of that, Illinois'
nunber went from1.23, as M. Forbes identified, down to 1.08.

HEARI NG OFFI CER GLENN:  Thank you, M. D ericx.

BOARD MEMBER G RARD:  Thank you.

HEARI NG OFFI CER GLENN: M. Diericx, could we get you sworn
in? | think we better do that. M/ apologies to M. U baszewski .
| didn't nmean to allow his testinony and not allow yours. Let's
get you sworn in. If you could raise your hand.

(Wher eupon the witness was sworn by the Notary Public.)

HEARI NG OFFI CER GLENN: | apol ogi ze. Thank you. W

appreci ate the background. Thank you.
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Any further questions? If not, we will hear sone w ap-up,
then, fromthe Agency. They have a fewthings to add, | believe.
M5. KROACK: | just have a couple of questions for sone of
our w tnesses because | think during sone of the responses we nmay
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have created sone confusion. So this is for M. Hutton. He is
in our Source Monitoring Unit. He is the manager. | want to ask
hi m about Part 75, the nonitoring.

M. Hutton, what paraneters are nonitored under Part 75 for
the Electrical Generating Units?

MR HUTTON.  Typically the hours of operations, heat input,
and anmounts of em ssions and the pounds per mllion btu's.

MR RIESER | amsorry. W can't hear.

MR HUTTON. Typically NOX em ssion rates and pounds per
mllion btu, heat input, and hour of operation.

M5. KROACK: kay. Thank you. Do all of the existing EGQUs
currently nonitor via Part 75, the ones listed in Appendix F, to
your know edge?

MR HUTTON: There are a few snmall peaker units. O her
than that, all of themthat | know of are, yes.

MS. KROACK: Does our proposal require Part 75 nonitoring
for all participating units?

MR HUTTON:  Yes.

M5. KROACK: And does it require that nonitoring a year

prior to when the program begi ns?
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MR HUTTON: Excuse ne?
M5. KROACK: Does it not require that nonitoring a year
prior to when our program begi ns?
MR HUTTON:  Yes.
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M5. KROACK: So, M. Hutton, then the inputs necessary to
cal cul ate all owances are known to the Agency prior to when
all ocations are --

MR HUTTON: That's correct.

MS. KROACK: And should a source's nonitoring systemfai
or they were to have errors or problens, what do the rules
provide for in those circunstances?

MR HUTTON: There is a statistical procedure for
devel opi ng nunbers to fill in, mssing data procedures. And
those are well spelled out.

M5. KROACK: So there is some default nunbers that woul d
then be relied upon to determ ne em ssions and heat input during
a control period?

MR HUTTON: That's true. There are default nunbers.
There are al so nunbers that are very specific to that particul ar
unit and fuel conbustion

M5. KROACK: Thank you. These questions next are for M.
Kal eel

HEARI NG OFFI CER GLENN: Ms. Kroack, sorry to interrupt. |
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just wanted to be sure. | can't renmenber fromyesterday. Did
M. Hutton get sworn in?
MR HUTTON:  Yes.
M5. KROACK:  Yes.
HEARI NG OFFI CER GLENN:  Thank you. Pl ease conti nue.
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M5. KROACK: M. Kaleel, there were sone questions about
why we suddenly started calling -- maybe not suddenly, but we are
now referring to the Chicago nonattai nment area as the Lake
M chi gan nonattai nment area. Wen the design value was set for
t he Chicago nonattai nnent area, which is a part of the
nul ti-state nonattai nment area, what was the nonitor that was
used for determ ning what the design value was back in the 1990
Clean Air Act anendnents?

MR, KALEEL: M understanding is that the nonitor that was
used back in the 1990 dean Air Act amendnents was one that was
actually operated by the State of Wsconsin at a site called
Chawaukee Prairie, which is right at the Illinois-Wsconsin state
l'ine.

MS. KROACK: Ckay. For the St. Louis portion of
Metro-East/St. Louis multi-state nonattai nment area, do you know
whi ch nmonitor was used to determ ne the design value for the
area?

MR KALEEL: Actually, | guess | don't know. | would have

to figure out which one that was.
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M5. KROACK: kay. Is it fair to say, though, that in all
of our efforts towards denonstrating attai nnent of the 1-hour
standard we have had to show attai nnent within the regi on and not
nmerely within the six counties in the Chicago area and the three

counties in the Metro-East area.
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MR KALEEL: Yes, that is true. | could state |I think with
some confidence that the nonitoring site in the Metro-East/ St
Louis area was on the Mssouri side. | don't renmenber exactly
which site, which nonitoring site. It was in Mssouri. Not in

[11inois.

M5. KROACK: And that nonitor you al so set the design val ue
for the three counties in Illinois?

MR KALEEL: It sets the design value for the entire
bi - state nonattai nnment area.

MS. KROACK: Ckay. Thank you. | have a couple of quick
foll owup questions for Ms. Bassi. During the rulenmaking, was it
true that for the new source set-aside in the early reduction
that there were people that both wanted the ability to earn those
credits to slide, the inplenentation for the programto slide,
and those that did not?

M5. BASSI: Yes, that's true

M5. KROACK: Secondly, during those discussions, did we

invite cooment on the proposal to charge the market price for
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al |l onances fromthe new source set-aside?

M5. BASSI: Yes, we did.

M5. KROACK: Were there also comments that we received that
several of the Electrical Generating Units wanted us to waive the
early reduction credits in the first year of the program versus
t he second year of the program thus that 17,561 or the
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approxi mate nunber, you could earn nore during the first year of
the programand to be available to earn during the first year of
t he program and the second year?

MS. BASSI: | don't recall that specific conment. There
were a nunber of conmments on how the early reduction credits
shoul d be earned. The proposal that we have set forth seened
nost close to the -- | wanted to say the najority view, within
the constraints that are set by the timng of when we are doi ng
this rule and what the SIP Call itself provides.

M5. KROACK: That's all | have.

HEARI NG OFFI CER GLENN:  Thank you, Ms. Kroack. Are there
any further questions of the Agency today?

Is there anything el se the Agency would Iike to state at
this tinme, then?

M5. KROACK: W had prepared, but have not finalized an
errata sheet, with sone errors that we had di scovered both in the
text of the rule and within our supporting docunents. For the

nost part | would characterize themas not significant and a
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approval of this proposal from USEPA -- a draft Federal Register
whi ch they have not put out for publication, raising sone of
t hese things as coment.

W are just not quite finished with that docunent. W are

here again this norning and we have not had it finalized. So
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suspect that what we will do is subnmit themas part of our
witten comments. |If | can find ny sheet | would just Iike to go

over them quickly so that the nenbers of the audience will know
what it is that we are proceeding with. | amjust trying to find
ny sheet.

HEARI NG OFFI CER GLENN:  All right. Let's go off the
record, then, for a nonent.

MS. KROACK: Ckay. Thank you.

(Whereupon a short recess was taken.)

HEARI NG OFFI CER GLENN: Al right. W are back on the
record, please

M5. KROACK: One of the things that we are requesting to be
changed by the Board is in our statement of reasons when we refer
to the potential electrical output capacity in the equation, we
reversed the nunber, such that we have a nunmber in there 0.0967,
whi ch shoul d read 0.0976.

Inthe rule itself, we are proposing to be added to Section
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217. 101, new Subsection C, nonitoring -- not nonitoring --

determ nati on of NOx em ssions according to the determ nation of

ni trogen oxi de enissions fromstationary sources, paren

i nstrumental anal yzed procedure, close paren, conma, 40 CFR 60,

coma, Appendi x A, comma, nethod 70, paren, 1999, close paren

Again, in our discussions with USEPA they added the |ack of this

nmet hod in determ ning NOx em ssions as an approvability -- as a
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potential approvability issue.

In Section 217.756 (g) we are striking the reference to 40
CFR 96.4 (b), that appears the second reference, and inserting
i nstead Section 217.754 (c) of the subpart. And the reason for
that change -- just a nonent. The proper reference should be our
proposed rules and not 40 CFR 96.4 (b), because we don't
i ncorporate the low enmitter provisions by reference. Instead, we
adopt our own provisions, so we should refer to our own rule.

In 217.768 (e)(4), we refer to new budget EGUs that have
not operated for nore than half of a control period. In the
interest of clarity, we are going to change that to for new
budget EGJs that have commenced -- the addition of comenced
conmer ci al operation but have before not operated for, and then
strike nore than half of a full, and then insert at |east 77 days
of the control period. The reason for that is that USEPA was
concerned that there was not sufficient clarity about how nuch

time a unit had to operate, and we didn't reference conmenced
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commerci al operation, so that it could potentially apply to
exi sting EGUs who shut down and then restarted.

The sane is true for Section 217.768 (i), where we again
strike less than one half and insert but have operated for 76 or
fewer days of a control period.

The next change woul d be a substantive change. It would be
in Section 217.774 (a)(2). These are the types of units that may
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opt-in to the program and we had limted that to any operating
fossil fuel-fired, stationary boiler, conbustion turbine or

conbi ned cycle system W would like to expand that to include
cenent kiln or stationary internal conbustion engine. Although
we don't have final rules for cenent kilns and have not proposed
rules for stationary internal conmbustion engines at this point in
time, we anticipate that those units will also be allowed to opt
into this programif they neet the criteria.

In Subsection (a)(2) of that sane Section, 217.774, we want
to strike everything after vents all of its em ssions to a stack
period, and strike the rest of that subsection. USEPA, in our
di scussions, stated that any unit that would opt-in nmust vent to
a stack. W had allowed for opt-ins if they obtained a FESCP to
cover units that did not enmit to a stack

In Section 217.776 (b), we had referred to -- this is

Conti nuous Eni ssions Monitoring System Availability, and we had a



17

18

19

20

21

22

23

24

10

11

12

13

14

15

16

percentage in there of 80 percent. The federal rule, as well as
Part 75, require nonitoring systemavailability of 90 percent.
Not [ ess than 90 percent. So we are striking 80 percent and
inserting 90 percent. That is also true in Section 217.770 (a).
The ot her changes that we will be subnmitting to the Board
general ly are not substantive. They are just corrections in the
| anguage to nake it clearer. And rather than going through that
today, we will submit that to the Board sooner rather than |ater
271

KEEFE REPORTI NG COVPANY
1- 800-244- 0190

and to everyone on the service list to give you an opportunity to
conmment .

HEARI NG OFFI CER GLENN:  Thank you, Ms. Kroack. Ckay. |
have just a few remarks here at the end, then. | would like to
reiterate that the second hearing will be in Chicago on Septenber
26th. That is a Tuesday, beginning at 9:30 in the norning, at
the Janmes R Thonpson Center, 100 Wst Randol ph, Room 9-31. That
wi Il continue day-to-day, as needed. Under 28.5 the scope of
that hearing is to be devoted to presentation of testinony,
docunments and comments by affected entities and all other
interested parties. To the extent that the Agency is there and
iswlling to answer any questions, that is a possibility, but
that is not the focus of the second hearing.

Also, in ny Hearing Oficer Order | had stated that for
t hose people that wanted to testify at the second hearing pl ease

get all of the testinony filed with the Board no later than 4:30
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in the afternoon on Septenber 15th, 2000. That also is a
statutory deadline, and the mailbox rule will not apply. So the
Board rmust have that prefiled testinony at the end of business
day on Septenber 15th. | amcertainly willing to entertain fax
filings, but I would like to get a phone call on that date. |If
you want to file sonmething on the 15th by fax please give ne a
call and | will accommodate you, but | need to know that in
advance, pl ease.
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Also, if you do file prefiled testinony, you are obligated
to al so send copies of that testinony to the people on the
service list. You can obtain the nost recent copy of the service
list by calling ne. Actually, at the end of the day Septenber
14th is when it becones final. So please get in touch with ne.
| think that's the right date. Excuse ne. It becones fina
Septenber 11th, the service list at the end of the day, 4:30,
Septenber 11th. Please call me or enail nme and request that
service list so that you can send a copy of your prefiled
testinony to those people on the list.

My phone nunber is on the web page and so is ny enil
address. For the record it is 312-814-6923, and ny enmail is
gl ennc@ pcb. state.il.us.

Finally, the transcript fromthe proceedi ngs yesterday and

today will be on the Board's web page. W anticipate getting the
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transcript in the Board' s offices this comng Friday. Then, of
course, we have the Labor Day weekend, but we hope to have the
transcript posted on the web page Tuesday of next week. If not
then, soon thereafter, but it will be on there next week. So
pl ease check there and download that. |If you don't have Wb
access the Board will be happy to copy every page for you at 75
cents a page

Regarding the third hearing, if the Agency -- | intend to
ask the Agency at the second hearing whether or not they want the
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third hearing. Hopefully they will be in a position to know t hat
by then, and then we can announce the date when the record will
close and that sort of thing.

Are there any other matters that need to be addressed at
this time or are there any other questions regarding the
procedures for the end of Septenber? Yes, M. Mirray.

MR MJRRAY: | would ask for a clarification on the
deadline for filing witten coments. That is 14 days after the
cl ose of the record?

HEARI NG OFFI CER GLENN:  That's correct. Under the statute
the record cl oses 14 days upon receipt of the transcript. Let ne
j ust doubl e-check that. Just a nonent. At 28.5 (1), followng
the hearing the Board shall close the record 14 days after the
availability of the transcript. So after -- let's assune the

second hearing is the last hearing. W would again request an
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expedited transcript, so we would receive it three days after the
end of the testinony, and then starting that third day is when we
woul d start counting the 14 days. | wll send out a Hearing
Oficer Order, though, for clarification to announce when the
record will close. So everyone on the notice and service |ist
will get a Hearing Oficer Oder in time to know the deadl i ne.
| think that's it. | want to thank the Agency for hel ping
us understand further the subm ssions you have given us. W
really appreciate all of the efforts you have put towards this
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proposal . W know you have been working on it for quite sone
time, and we appreci ate everything you have done for us the | ast
two days as well as in preparation for these days.

| also want to thank the nmenbers of the public that cane
and we really do encourage you to prefile some testinony for us
next tine and we | ook forward to hearing fromyou and seeing you
all in Chicago at the end of Septenber. Thank you very nuch for
com ng.

(Hearing exhibits retained by Hearing O ficer Catherine F

denn.)



15

16

17

18

19

20

21

22

23

24

10

11

12

13

14

KEEFE REPORTI NG COVPANY 27
1- 800- 244- 0190
STATE OF ILLINOS )
) SS
COUNTY OF MONTGOVERY)
CERTI FI CATE
|, DARLENE M N EMEYER, a Notary Public in and for the
County of Montgonery, State of Illinois, DO HEREBY CERTIFY t hat
t he foregoing 138 pages conprise a true, conplete and correct
transcript of the proceedings held on the 29th of August A D.,
2000, at 300 South Seventh Street, Springfield, Illinois, In the
Matter of: Proposed New 35 Illinois Adm nistrative Code 217,
Subpart W the NOx Trading Programfor Electrical CGenerating
Units, and Arendnents to 35 Illinois Administrative Code 211 and

217, in proceedings held before Catherine F. denn, Hearing

Oficer, and recorded in machi ne shorthand by ne.
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IN WTNESS WHERECF | have hereunto set ny hand and affi xed

ny Notarial Seal this 1st day of Septenber A D., 2000.

Notary Public and
Certified Shorthand Reporter and
Regi st ered Prof essi onal Reporter

CSR Li cense No. 084-003677
My Conmi ssi on Expires: 03-02-2003
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