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PROCEEDI NGS
(August 28, 2000; 1:10 p.m)

HEARI NG OFFI CER GLENN:  Good afternoon. W are on the
record. M nane is Catherine Aenn. | amthe Hearing Oficer in
this proceeding. | would like to wel come you on behal f of the
Pol l ution Control Board to our rul emaking this afternoon
entitled, In the Matter of: Proposed New 35 Illinois
Adm ni strative Code 217, Subpart W the NOx Tradi ng Program for
El ectrical Generating Units, and Amendnents to 35 Illinois
Admi ni strative Code 211 and 217.

Present today on behalf of the Illinois Pollution Control
Board and seated to ny left is the Board Menber coordinating this
rul emaking, Dr. Ronald Flemal. Seated to Dr. Flenal's left is
Board Menber N cholas Melas. Seated to M. Melas' left is Anand
Rao of our Technical Unit. Seated to ny right is Chairman daire
Manni ng. Seated next to the Chairman is Menber Tanner Grard
and next to Dr. Grard is Marili MFawn.

BOARD MEMBER McFAWN:  Hel | o.

HEARI NG OFFI CER GLENN: | have pl aced copies of the notice
and service lists on the table in front of the Agency w tnesses.
Al so there you will find the Board's first notice of opinion and
order and copies of the Agency's prefiled testinony. Al so on the
tabl e are copies of the language that will be -- that is being

proposed t oday.
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If your nane is on the service list, please keep in mnd
that you will not only receive copies of the Board' s opinions and
orders but you will also receive copies of all of the docunents
filed by all of the persons on the service list in this
proceeding. |If your nane is on the notice list you will just
recei ve copi es of the Board' s opinion and orders and copi es of ny
Hearing Oficer orders.

On July 11th, 2000, the Illinois Environnental Protection
Agency filed this proposal for rulemaking to create 35 Illinois
Adm ni strative Code Part 217, Subpart W the NOx Tradi ng Program
for Electrical Generating Units, and Anendnents to 35 Illinois
Adm ni strative Code 211 and 217. On July 13th, 2000, the Board
adopted for first notice the Agency's proposal. This proposa
was published in the Illinois Register on August 4th, 2000, at
pages 11473 and 11493. This proposal was filed pursuant to
Section 28.5 of the Environmental Protection Act, entitled, Cean
Air Act Rules, fast-track procedure. Pursuant to the provisions
of that Section, the Board is required to proceed within set tine
frames toward the adoption of the regulation. As stated in the
Board's July 13th, 2000, order the Board has no discretion to
adj ust these tinme frames under any circunstances. Al so pursuant
to 28.5 the Board has schedul ed three hearings. As announced in

the Hearing Oficer Order, dated July 17th, 2000, today's hearing
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scope, applicability and basis of the rule. Pursuant to Section
28.5, this hearing will be continued on the record from
day-to-day, if necessary, until conpl eted.

The second hearing, besides including econonic inpact
consi derations, shall be devoted to presentation of testinony and
docunents and comments by affected by entities and all other
interested parties.

The third and final hearing will be held only at the
Agency's request. |If the third hearing is cancelled all persons
on the notice list will be advised through a Hearing O ficer
O der.

The second hearing is currently schedul ed for Tuesday,
Sept enber 26, 2000, at 9:30 a.m, in room9-31 of the Janes R
Thonpson Center in Chicago. It will be devoted to econonic
i npact considerations and presentation of testinony, docunents
and comments by affected entities and all other interested
parties. Prefiling deadlines are in the July 17th, 2000 Hearing
Oficer Oder.

The third hearing currently is schedul ed for, Tuesday,
Cct ober 10th, 2000, at 1:00 p.m, in the Pollution Contro
Board's hearing roomat the James R Thonpson Center, which is on
the 11th Floor. It will be devoted solely to any Agency response

to the materials subnmitted at the second hearing. The third
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1 that it does not intend to introduce any additional nateri al

2 This hearing will be governed by the Board' s procedura

3 rules for regulatory proceedings. Al information which is

4 rel evant and not repetitious or privileged will be admtted. Al
5 witnesses will be sworn and subject to cross-questioning. Again,
6 t he purpose of today's hearing is to allow the Agency to present
7 testinmony in the support of this proposal and to all ow

8 questioni ng of the Agency. The Agency w |l present any testinony
9 it will have regarding its proposal. Subsequently, we will allow
10 for questioning of the Agency regarding that testinony. | prefer
11 that during the questioning period anyone who would like to ask a
12 question please raise your hand and wait for me to acknow edge

13 you. After | acknow edge you, please state your nane and the

14 organi zation that you represent, if any.

15 Are there any questions regardi ng the procedures that we

16 wll be following this afternoon? Seeing none -- oh, we will be
17 taking breaks as needed during the afternoon proceedi ngs.

18 At this tine | would like to ask Board Menber Flenal if he
19 has anything el se he would |ike to add.

20 BOARD MEMBER FLEMAL: On behal f of the Board, | would like
21  to, as well, extend our welcone to all of the people present. W

22 are fully aware that this is a subject nmatter that has occupied
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eager to | earn your perspectives and your take on the proposal
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that we have before us so that we can bring this matter,
hopefully, to a successful and expeditious resol ution.

HEARI NG OFFI CER GLENN:  Woul d any of the other Board
Menbers |ike to say anything this afternoon?

Al right. M. Kroack, would you like to nmake an openi ng
st at enent ?

M5. KROACK: Yes, | have some brief remarks. Good
afternoon, Hearing Oficer denn, Menbers of the Board, nenbers
of the regulated comunity, and public in the audience. W are
pl eased to see so nmany of you are here today.

I would Iike to introduce the representatives of the Agency
that are present with ne today.

To ny right is Dennis Lawl er, who is the Manager of
Division of Air Pollution Control.

Robert Kal eel, who is Manager of the Air Quality Mdeling

Uni t

Kat hl een Bassi, Policy Advisor to the Chief of the Bureau
of Air.

Ri chard Forbes, who is Manager of the Air Quality Planning
Uni t

Behind himis Vera Herst who is in the Division of Legal
Counsel .
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1 Yogi nder Mahaj an, Berkley More and Vir GQupta, who are al
2 inthe Air Quality Planning Unit.
3 Then Robert Hutton, who is Manager of the Source Mnitoring
4 Unit
5 Then back in the corner Al ec Messina, Division of Lega
6  Counsel
7 As Hearing Oficer denn has stated, this rulemaking is

8 bei ng proposed by the Agency to satisfy three separate dean Ar
9 Act obligations of the State of Illinois. One of those is to

10 submit control strategies necessary to denonstrate attai nnment of
11 the 1-hour anbient air quality standard in the Metro- East

12 nonattai nment area, to denonstrate attainment of the 1-hour

13 anbient air quality standard in the Lake M chi gan nonattai nnent
14 area, and to satisfy a portion of our obligations under the

15 so-called NOx SIP Call by inplenenting the federal NOx tradi ng
16 program det erm ni ng source allocations for electrical generating

17 units subject to the Rule and to neet the applicable requirenments

18 of Section 9.9 of the Illinois Environmental Protection Act.
19 W have included in this proposal a new Subpart Wto 35
20 IIlinois Admi nistrative Code, Part 217, and conform ng anendnents

21 to 217 and Part 211. These anendnents are proposed to contro
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t hroughout this proceeding, during what is considered the control
period, which is May 1st through Septenber 30th of each year
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begi nning in 2003.
At this tine | would Iike to submt the prefiled testinony

of M. Lawmer, M. Kaleel, M. Bassi and M. Forbes and M.

Rormei ne into the record as if read. | have already provided
copies to the Board Menbers. | amproviding a copy to our court
reporter.

There are additional copies of each of the prefiled
testinmony for the witnesses on the table below nme as well as
copi es of the overheads that they will be using today in their
brief presentations. M. Lawler, M. Kaleel, M. Bassi and M.
Forbes have prepared sone truncated versions of their prefiled
testinony that they would Iike to present today. M. Hutton and
M. Romai ne do not have any additional remarks but will answer
guestions during the comment and question period as appropriate.
The testinony today will include overheads, which | have already
provided a copy to each of the Board Menbers and Hearing Oficer
A enn, and at the end of their presentations | will submit each
of those into the hearing record.

Wth that, | turn it back to you, Ms. d enn.

HEARI NG OFFI CER GLENN:  Thank you, Ms. Kroack. Wat |

would like to do at this tine is have all of nenbers of the
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by the court reporter now.
(Whereupon the witnesses were sworn by the Notary Public.)
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HEARI NG OFFI CER GLENN:  Ms. Kroack, who is going to begin
your testinmony this afternoon?

MS. KROACK: This afternoon M. Lawer will be beginning

HEARI NG OFFI CER GLENN: M. Lawler, if you will give ne
just a nonent, | amgoing to mark your prefiled testinony as
Exhi bit Nunmber 1.

(Wher eupon sai d docunent was duly marked for purposes of

identification as Hearing Exhibit 1 and adnmitted into

evidence as of this date.)

HEARI NG OFFI CER GLENN:  All right. M. Law er, please
proceed.

MR LAW.LER  Thank you. M nane is Dennis Lawer. | am
t he Manager of the Division of Air Pollution Control, responsible
for a substantial anount of the day-to-day activities of the
Division of Air Pollution Control and spend a lot of ny tine
working on the State Inplenmentation Plan.

The purpose of ny testinony today is to explain a little
bit the purpose of the proposal, which Laurel already has
nmentioned and then in a little bit nore detail the devel opnent of

what -- the devel opnent process that went into this proposal. A
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| ot of you have been involved in the background of this for the

| ast several years, and so are very famliar with the proposal.

QO her people are probably not as famliar or are not as famliar

with the terns. So | will take a little bit of tinme and explain
12
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sonme of the basics but try to be as concise and succinct as | can
in going through this.

As Laurel nmentioned, the purpose of the proposed rul enaki ng
is to help address the dean Air Act obligations of the State of
Illinois, particularly in three different areas. One is with
these control strategies we can denonstrate attai nment of the
1- hour ozone National Anbient Air Quality Standard for the
Metro-East/St. Louis area. Wth these control strategies we
expect to be able to denonstrate attai nment of the 1-hour ozone
Nati onal Anbient Air Quality Standard for the Lake M chigan area,
and | will give sone explanation of a few of the terns that | am
using as we go through the testinony.

Thirdly, to -- it provides us with a subnittal, a SIP
submittal, a State Inplenentation Plan subnmittal to USEPA to
address a substantial part of the NOx SIP Call.

(The witness placing new slide on projector.)

MR LAW.LER  Probably a good thing to start with on this is
some real basics on ozone. (zone, or essentially sumertine
snog, is formed by nitrogen oxide emssions in the air with

Vol atile Organic Materials, VOVs, in the air also and on hot
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sunmer afternoons these two sets of materials end up cooki ng,
essentially, to formozone in the air. The sources of the
different em ssions are industrial operations, our cars
contribute to this, and day-to-day activities that we call area
13
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sources, and things |ike household products, paints, different
materials that you m ght even use around the house.

On hot sunmer days this material goes into the air and ends
up form ng ozone. The ozone process is kind of a conpl ex
process, but it is generally formed in and around the urban areas
and can be transported.

(The witness placing new slide on projector.)

MR LAWER Also a good thing to always nention when we
are tal ki ng about ozone is good ozone and bad ozone. The ozone
that protects us fromthe sun's radiation, nornmally called good
ozone, is really the same ozone that causes hunans probl ens, but
the difference is the good ozone is ten to twenty mles in the
air and acts as a filter for us. Wen ozone is near the surface
and we breathe it, it causes a problem So that is the ozone
that we are trying to get rid of but it is the sane material

(The witness placing new slide on projector.)

MR LAWER There is a National Anbient Air Quality
Standard for ozone. It is based on 1-hour average concentration

of ozone. So we have ozone nonitors, that | will explain a
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little bit nore about in a few minutes, that continuously neasure
ozone. |If you take the average of these little increnmenta
nmeasurenents over a 1-hour tinme period, that's what you end up
conparing to the standard. So any particul ar ozone nonitor that
isinthe state will have a whole series of these 1-hour val ues.
14
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If any of the 1-hour val ues exceed the |level of the standard, you
have probl ens.
Now, the level of the standard that we | ook at -- the

standard is officially 0.12 parts per mllion, but it is usually

expressed in parts per billion. And because you have to get that
third decinmal place in there when you go to parts per billion
the standard itself is 125. So if you exceed -- if you are 125

or over, you are exceeding the I evel of the standard.

Now, it couldn't be sinple enough that you could just | ook
at that nunber and determine if there is a violation of the
standard. The standard itself is witten so that the fourth
hi ghest val ue over a three-year period is the critical value. So
in a sense you get one freebie a year over this three-year
peri od. You have one free chance to go over 125 or over the
t hree-year period you get three free ones. And the fourth one is
t he nunber that you conpare to the standard. So at any one
particular nonitor that you might have in an area, if any one
nonitor, the fourth hi ghest val ue exceeds 125, you have a

vi ol ati on.
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Now, | amnot going to nention the eight-hour standard,
because that has nothing to do with this rulemaking and it will
confuse the issue. But USEPA is proposing an ei ght-hour standard
that will probably be around in a few years and tal k about this
some nore, but we don't need to tal k about that anynore today.
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(The witness placing new slide on projector.).

MR LAWLER  Through Section 181 of the Cean Air Act areas
are desi gnated nonattai nment according to the severity. And in
the case in Illinois we have a Metro-East/St. Louis nonattai nnment
area, and it is a noderate nonattai nment area. The Lake M chigan
area, which includes in Illinois the Chicago area, is a severe
nonattai nment area. Again, those are defined based on the levels
that -- the levels to which they have exceeded the standard.

H gher levels were neasured in the Lake M chigan area than they
were in Metro-East. So it is severe. Metro-East is noderate.

For each of these different classifications, there are
attai nnent dates, the dates by which we are to achieve the
National Ambient Air Quality Standard. |In the case of
Metro- East, the date was originally in 1996 that we were to have
attained the standard. That has been delayed, and | will nention
alittle bit later on why it has been del ayed. For the Lake
M chi gan area we have until the year 2007 to attain the standard.

I nmentioned these nonattai nnent areas, the areas that don't
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attain the standard. In this part of the country we have got two

areas. One is in the vicinity of Lake Mchigan and the other one

isinthe St. Louis and Metro-East area. W refer to the areas

in the rul emaking as the Lake M chigan area, because the Lake

M chi gan area actually sort of enconpasses Chicago, the M I waukee

area, sonme parts of Indiana, and all of those -- the air quality
16
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in all of those areas are influenced by the sanme group of
sources, and they are all in sort of a |ong urbanized area around
the lake. So, hence, cones the term Lake M chi gan nonattai nnent
ar ea.

There are al so several counties in Mchigan and a couple in
I ndi ana that were nonattai nment of the 1-hour ozone standard that
have since then becone attai nment of the standard. Those are
i ndi cated here in those two states. Qherw se, everything shown
here is a current nonattai nnent area. In the case of the Lake
M chi gan area, or for us the Chicago part of the Lake M chigan
area, there is two things that cone into play. One is it is a
hi ghly popul ated area, so there are a |ot of sources of em ssion
in those areas.

Secondl y, you have got Lake M chigan sitting there, and
Lake M chigan on the hot sumer days in the sunmmerti me you have
| ake breezes set up in the afternoon because with the air over
the | ake being cooler than the air over the land you have an

airflowset up. And as that -- as you get this circulation, you
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end up increasing ozone concentration along the |ake shore just
sinply because it is pulling back sonme of the air that has gone
over the lake earlier in the day back over Chicago or back over
M | waukee as the day goes on
So you have got kind of conbined effect. That nmakes for a
worse air quality situation there. So the lake is a kind of
17
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critical factor inthis. In terns of the St. Louis/Mtro-East
area you notice it does include urbanized areas on both sides of
the river, but it includes just the states -- just the counties
in lllinois and M ssouri

(The witness placing new slide on projector.)

MR LAWER Specifically in Illinois, the nonattai nnent
counties, in the Chicago area there is six counties and parts of
two other counties. In the Metro-East area there is three
counties that are affected.

(The witness placing new slide on projector.)

MR LAWLER In order to neasure the ozone throughout the
state we have a series of -- the Illinois Environnental
Protection Agency operates a series of air quality nonitors, and
there are over 40 nonitors in the state. And the little dots
that are on this chart indicate where those nonitors are. You
will notice that because of where the nonattai nment areas are,

there is a concentration kind of up in the Chicago area, another



18

19

20

21

22

23

24

10

11

12

13

14

15

16

17

concentration in Metro-East, and then we have themlocated in
ot her urbani zed areas around the state plus a few background
nonitors that measure what is coning into the state.

(The witness placing new slide on projector.)

MR LAWER Over the last 20 to 30 years, you can | ook at
the trends for what has been happening to the ozone in the
Chi cago area and using the Chicago area here as an exanple. n
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the left-hand side are the average maxi mnum 1- hour concentrations
of all of the nonitors in the Chicago area. So you really can't
conpare this to the standard, but it can give you a trend to | ook
at. On the bottom of the chart you notice the different years,
and the years run from 1977 until 1999.

There is a couple of things that we want to point out from
this chart. First of all, you notice a dowward trend fromthe
late 1970s until the late 1990s and it is pretty consistent
across that tine. So we feel that the regul ations that have been
put in place for control of Volatile Organic Materials, that a
| ot of us have been working on for a lot of years, have really
provi ded sonme benefits to air quality. The trend is down.

You al so notice that there is sone peak years and some non
peak years. | nentioned how ozone is forned. Meteorology is
really inportant. The nunber of hot sunmer days, the nunber of
hot summer cloudl ess days is very inportant. And so sone years

are just nore conducive to form ng ozone than others. So you
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have a downward trend

I mght point out specifically the year 1995, that nost of
you renenber as being the sumer when Chi cago had 13 or 14 days
in arowthat were over 100 degrees, | believe. So it was a
hi ghl y conduci ve year to ozone formation. You will notice on the
chart it is higher than the other years around it, but it is
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much, much | ower than earlier years, in the 1980s, when the
net eorol ogy was not as a bad. So, again, it is a good indication
that things are inproving.

(The witness placing new slide on projector.)

MR LAWER  Another indication that | will just put up
here quickly is the nunber of ozone exceedances in the Chicago
area. And, again, the nunbers have drastically decreased since
the late 1970s and early 1980s. This is only data for Chicago.
Thi s does not include the rest of the Lake M chi gan nonattai nnent
area, and sone of the highest values are not always in Illinois,
but it is, again --

HEARI NG OFFI CER GLENN: M. Lawer, | amsorry to
interrupt. Just for the record, | wanted it to be clear that you
are referring to the docunent entitled, "Chicago Area Ozone
Trends, Nunber of Days with OQzone Greater than 0.12 ppm" W

will admit these as exhibits when you are done. | just wanted it
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to be clear for the record. Thank you.

MR LAW.LER  Thank you.

(The witness placing new slide on projector.)

MR LAWER kay. Here is a nice busy chart. | have put
it up here for a purpose. Back in the late 1980s the four states
of Wsconsin, Illinois, Indiana, and M chigan ended up worKki ng
with the USEPA in the Lake M chigan zone Study. The four states
went together to forma consortium the purpose of that being to
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identify what was causing -- what was causing the ozone in the
area, to take a look at the transport, and then ultimately to
conme up with a nodel that you could use to evaluate contro
strategies. So as part of all of that there was an intensive
field study done that was done in 1991, that this nap or this
chart depicts.

The things that | wanted to point out to you was besi des
the ground | evel ozone neasurenents, there were aircraft,
tet hered bal |l oons, boats, and a lot of different research
nonitors that were used to collect an incredible anount of
information at that time. And so this was used to devel op the
nodel that Rob Kaleel will be explaining to you a little bit
later.

Al so another thing on this, if you will notice across the
extreme southern part of the little map show ng the study area,

right across here (indicating) and there was a series of aircraft
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nmeasurenents that were taken, and those provided sone pretty
interesting information to us back then

(The witness placing new slide on projector.)

MR LAWLER. Here is another busy chart for you.

HEARI NG OFFI CER GLENN:  Excuse ne, M. Law er.

MR LAWER Yes.

HEARI NG OFFI CER GLENN: Coul d we go back to the previous
di agram for one nonent ?
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MR LAWER  Sure can

HEARI NG OFFI CER GLENN: When you say the sout hern nost
area, you pointed to the orange shading. D d that also include
t he pink shaded area, as well?

MR LAWER Yes, it is the little blue dashed lines at the
bottomis where the aircraft was going through the southern part
of the area al so

HEARI NG OFFI CER GLENN:  Thank you.

MR LAW.LER  Does that hel p?

HEARI NG OFFI CER GLENN:  Yes, it does.

MR LAWER Ckay. Now, if you take a | ook at what those
aircraft measured, that were on the little blue lines, we got
sone pretty -- at the time it was very startling infornation.
Because we knew there was a lot of transport, but we didn't

realize the extent to which there was transport.
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If you can picture yourself standing in Southern Illinois
and | ooki ng northward then kind of taking a slice of the air as
it goes fromthe ground up to about several mles in the air,
these are -- this is the ozone nmeasurements that these aircraft
nmeasured in that slice of air. |If you will notice at ground
level at this particular tine neasurenents were 30 to 40, to
maybe a little bit higher, but 30 to 40 parts per billion

As you go aloft, further higher, and this is just about one
mle fromthe surface to the top of this chart, one nmle depth of
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t he at nosphere, you will notice that some of the nunmbers show ng
up are 80, 90 even 100 to 110 parts per billion, and if you
renenber that the level of the standard is 125 parts per billion
this is an indication of what was being transported in to the
urbani zed area fromthe south on sone of these high ozone days.
So not only did you have a problemlocally with the em ssions
that were being fornmed, but there was transport going on al so.

HEARI NG OFFI CER GLENN: M. Lawl er, also, for the record,
the chart you are referring to is entitled, Qzone Concentrations
Measured Al ong the Southern LMOS Boundary, July 18, 1991

MR LAWER Yes.

HEARI NG OFFI CER GLENN:  Thank you.

MR LAWER Wuld it be helpful if I read the titles of
the charts?

HEARI NG OFFI CER GLENN:  For the transcript that would be
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very hel pful.

MR LAWER Ckay. | will do that.

HEARI NG OFFI CER GLENN:  Thank you.

(The witness placing new slide on projector.)

MR LAW.ER  So sonething that cane fromthat, as at the
time we were trying to determ ne how we were going to get
attainnment in the Chicago area, if you did nothing to the
transported ozone or the transported ozone precursors that were
coming in-- oh, | didn't give the title. |1 amsorry.
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HEARI NG OFFI CER GLENN:  That's okay.

MR LAWER This is called VOC Reduction Goals. On the
left side of this chart would indicate that you would have to
decrease emni ssions of VOCs in the Chicago area by over 90
percent, if you didn't do anything about transport but just had
to get to attainnent sinply by addressing the VOCs in the Chicago
area. However, we also discovered that if you could get that
transport down, you could decrease the anount of ozone and ozone
precursors going into the area, you would not have to get near as
much reduction in the Chicago area. For exanple, the 60 to 70
parts per billion, if you could get the background down to that,
you are down to nore of the 40 to 50 percent range.

So this, to us, was a real indication, this transport thing

that we knew existed but we didn't realize how substantial it was
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at the tine, it really highlighted to us how inportant it all
was.

(The witness placing new slide on projector.)

MR LAWER In other areas of the country about that tine,
although | think we were the first, they started finding the sane
kind of thing, in the Atlanta area and in the northeastern part
of the country. And so it was out of this, these findings Iike
this, that the environmental conm ssioners of the states in the
eastern part of the country decided that there needed to be a
| arge scale study of all of this. And OTAG-- the title of the
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chart | amlooking at is OTAG Participating States.

But OTAG the Qzone Transport Assessnent G oup, was forned
by the environmental conm ssioners to |ook at this transport
situation in the whole eastern part of the country. It involved
37 states and the District of Colunbia. There were literally
t housands of participants in that. It included governnental
fol ks, industry, environmental groups, and acadenics, and many
folks that are at this hearing were involved in that process, as
wel I,

But as part of OTAG there was an inventory of enissions for
the eastern part of the country, nodeling was done, and just the
transport situation was studied in great depth by a |large group
of sources.

(The wi tness placing new slide on projector.)
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MR LAWER OTAG | asted for approximately two years, and
out of OTAG there were several findings. One is that regiona
NOx -- the title of this chart is OTAG Fi ndi ngs.

HEARI NG OFFI CER GLENN:  Actually, M. Law er, we don't have
a copy of that in our packets. Do you have any extra copies with
you today? It is not necessarily inportant that we all have one.
| would just Iike to admit one as an exhibit eventually. |f you
have one extra, that will get us there.

M5. KROACK: We will take his, but it should have been in
t he package. So it nust have been a copying error
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HEARI NG OFFI CER GLENN: W& wi || borrow yours when you are
done. Thank you.

MR LAWER Ckay. Wat was found was that regional NOx
reductions are effective. By regional NOx it just means nitrogen
oxi de reductions on a large scale, not necessarily just in the
cities or in the urban areas.

Qzone i nprovenents are conmensurate with NOx eni ssions
reductions. |In other words, the nore NOx you can reduce, the
better you are going to nake it for the ozone situation

Qzone benefits dimnish with distance. There was concern
at the time -- people didn't know the extent of the transport
situation. But in general the closer you are to the source, the

nore benefit you get to controlling em ssions.
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VOC reductions are effective locally. And, again, that is
the -- the controls likely put into the Chicago area is
ef fective.

NOx controls are effective for 150 to 500 miles. This is a
general indication of where NOx controls can be effective.

In sone situations there is sonme disbenefits that actually
occur fromcontrolling NOx in |ocal areas.

(The witness placing new slide on projector.)

MR LAWER Now, | had nentioned earlier that for the
Metro-East/St. Louis area -- and we refer to it as Metro-East/ St.
Louis. It is sort of -- there are counties, again, on both sides
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of the river, counties in Mssouri and in Illinois. But we are
required to devel op a programthat will show USEPA how we are
going to reach the air quality standards in these areas. That is
called -- we refer to that as our attainnent denonstration. W
have to show them how we are going to attain the standard

First of all, for the Metro-East we are not attaining the
standard yet. Froman Illinois standpoint, |last Cctober and
February we submtted to USEPA an attai nment denonstration that
i ncluded air quality nodeling that showed that if we get the VOC
reductions in the areas and substantial NOx reductions al so, we
woul d attain the standard. The EPA in April of 2000 proposed to
approve this contingent on subnmitting regulations and the

regulations really that I amtal king about here are the
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regul ations that we are proposing today. These are the regs that
we woul d need. In July of 2000 we subnmitted to the Pollution
Control Board the draft regulations that we believe will achieve
that. And in Decenber of 2000, we owe EPA the adopted rules for
the attai nment denonstration

(The witness placing new slide on projector.)

MR LAWER Similarly, for the Chicago area that we have
call ed the Lake M chi gan nonattai nnent area, that area is al so
not attaining the standard. And in the case of Illinois, we
submtted draft rules to the Board in July, which we believe will
denonstrate attai nment of the standards. And we have to provide
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USEPA by Decenber of 2000 our fornmal attai nnent denonstration
And at the same tine, then, on Decenber of 2000, we al so owe them
adopted rules to address the attai nnent denonstration.

(The witness placing new slide on projector.)

MR LAWER The NOx SIP Call. The first thing maybe to --
we wanted to give you a little bit of background on the SIP Call
| have already tal ked about how the transport and OTAG fit into
this. They kind of logically led up to this federal SIP Call
al t hough the USEPA did a | ot of anal yses thensel ves before they
issued the SIP Call to supplenment OTAG and everything el se that
had been done. But it was all of this that worked its way up to

what is nowcalled the NOx SIP Call.
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It was issued by the USEPA in Cctober of 1998, and required
the states to subnmit a State Inplenentation Plan, a state plan to
the EPA, by Septenber of 1999, that would conply with that, would
show that your state would conply with the SIP Call. That
included rules and regulations. So when it was first issued we
owed them sonet hi ng Sept enber of 1999.

Also it is worth nmentioning that in that NOx SIP Call, the
USEPA di d propose a Federal Inplenentation Plan that if states
did not provide the SIP Call that is required, this Federa
| mpl enentation Plan would automatically go into effect. What
that does is it means that states would not have any |eeway in
what they do on this. You would just have to take the federa
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regul ati ons as they stand.

Shortly after that, groups of people around the country,
i ncludi ng sone industry fol ks, sone states, filed petitions with
the DC Circuit Court of Appeals opposing the SIP Call. One of
the things that happened as part of these petitions is that the
Court was asked to grant a stay fromthis Septenber 1999 date.
Qoviously, the timng -- you didn't have nmuch tine as it was,
bet ween COct ober of 1998 and Septenber of 1999, in order to get
the SIPs conpleted and with everything going through the Court of
Appeal s it was really fairly logical for the Courts to stay the
requi renent while they were review ng the whol e process. And so

a stay was granted in My of 1999.
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The next event that happened finally was in March 3rd of
2000. The Courts upheld the original SIP Call with a few
qualifiers. First of all, it omtted the State of Wsconsin from
havi ng to conply, because they said Wsconsin did not contribute
to the nonattai ntnment areas of any other state. And it renanded
back to USEPA for consideration what to do with M ssouri and
Georgia, |I.C Engines, which is one of the conponents of the SIP
Call, and a few other things.

And, finally, inthis little chronology that is here, the
Court renoved the stay on June 22nd of 2000, and set a date that
the SIPs were now due to USEPA on Cctober of 2000, which is a
pretty short tine frame
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(The witness placing new slide on projector.)

MR LAWLER So we have gone through the chronol ogy of how
the SIP Call got there. Now, what does the SIP Call require?
Well, the SIP Call now affects -- it says 23 jurisdictions.
believe it is 21 or 22 jurisdictions, given that sone things have
been remanded right now But the SIP Call itself addresses four
different industry categories. The EGQJs -- and you will hear
that termnmentioned a lot -- Electrical Generating Units or
utilities, and these are essentially boilers with -- that serve
generators that are greater than 25 negawatts are affected by a

requi renent to have to neet 0.15 pounds per nillion btu. You
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will get nore detail. | amjust going to give you the overview
on this right now You will get nore detail on these el enents as
we go through sone of the other testinony. But this particular
rulemaking is just that first line and that first line only, the
EGJs conponent to this.

There will be three other sets of rul enakings that we will
expect to go to the Pollution Control Board with. One affects
the non EGUs, and these are boilers that are over 250 mllion
btu's. There is a control requirenment of 60 percent em ssion
reductions. W are working with the non EQJ fol ks right now.
There is regulations for |arge cenent kilns. These are cenent
kilns that emt over a ton of emissions per day. There is a
requi renent for 30 percent control on them That particul ar
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rul emaki ng we proposed to the Pollution Control Board on August
18th. And then there will be one for large internal conbustion
engi nes once the remand i s addressed and the USEPA deci des what
should be in the SIP Call for them So that will be longer term
el ement .

Finally, the SIP Call itself encourages participation in
the National Cap and Trade Program the national trading program
You will hear a lot nore about this as the day goes on.

(The witness placing new slide on projector.)

MR LAWER The Road to the Illinois Regul atory Proposal

for EGUs. | have already nmentioned that this has been kind of a
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conpl ex process, partly because it requires sources to have sone
pretty substantial reductions, partly because the court situation
has been a little nore conplex than with nost rul emaki ng, and
al so because this involves so nany states, such a large area

So as you renenber, | nentioned the SIP Call itself was
proposed in the Federal Register on Cctober of 1998. Shortly
after that time, in late 1998 the Agency began havi ng neetings
with various interest groups on the NOx SIP Call, the various
elenments of the NOx SIP Call. W recognize it was a short tine
frame, and | think others recogni zed the sane thing.

So we had different groups, one called a policy group that
was a | arge-scale group body that just discussed a |ot of the
i ssues and di scussed the SIP Call, and we invited anybody to that
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neeting, essentially, that wanted to attend. W had neetings
with affected sources. And we had a group of technical folks
that nmet very often, nonthly, for a good period of -- a good
amount of the time, to discuss the technical issues, the
i nventories and the nodeling and what was goi ng on fromthat
st andpoi nt .

Again, as you renenber, the Court issued a stay of the NOx
SIP Call May 25th, 1999. At that point the Agency sort of
shifted its focus anay fromthe NOx SIP Call because, again, the

Court had issued a stay. W were not sure what was going to
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happen at that point. W still had the requirenent that we
needed to get the attai nment denonstrations to the EPA so we
focused on those particular elenments. The SIP Call for
Met r o- East was due Novenber of 1999, and for the Lake M chigan
area in Decenber of 2000.

(The witness placing new slide on projector.)

MR LAWLER As we went through the process for Metro- East,
since that was the first one that was done, for attainnent
purposes, for attaining the standard, we identified a limt of
0. 25 pounds per mllion btu that would be needed for EGJUs in
[Ilinois in order to attain the standard. It would be that limt
for EGUs plus the VOC controls that were already in place or
required by the Clean Air Act in the Metro-East area.

In addition to the Metro-East area, we continued worKking
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with the Lake Mchigan Air Directors Consortium That's the
group of the four states that | mentioned earlier to do the sane
thing for the Lake M chigan area, for the Chicago area, but this
was nore conplex and did involve nore states and so is a harder
process to do.

On March 3rd of 2000 the SIP Call was upheld. So, again,
we had to worry about the SIP Call again. So the Agency in its
revised direction to not only |ook at the attainnment
denonstrations, but we were back on the SIP Call track again.

And we resunmed our discussions with affected people at that
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point. And finally USEPA officially notified the state that we
need to neet the NOx SIP Call

(The witness placing new slide on projector.)

MR LAWER So this kind of brings us back to where we are
right now Wiich is that with this rul emaking we need to take
care of three different sets of regulatory requirenents that fal
upon Illinois fromthe dean Air Act. And you will hear a | ot
nore detail about these different elements as we go on

(The witness placing new slide on projector.)

MR LAWER Now | just have one nore chart. This is to
address a question that we have been asked by people, which is

why don't you go ahead and propose for EGJs 0.25 limt with a

contingency that you do the NOx SIP Call, if everything works its
way through. There was a point in tine before EPA -- before the
33
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court decided in March and, certainly, before the stay was |ifted
in June, that we were seriously considering this approach. But
now we are to the point that we know the SIP Call is required

and the particular rulemaking that we are proposing does neet the
requi renents of the SIP Call. USEPA does have this FIP in place
and as a state that has had a FIP applied to it before, they are
not particularly pleasant. So froma regul atory standpoint as
well as the regulated comunity standpoint, we don't want that

FIP to apply in the state.
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This provides the el enents needed for the Metro-East and
Chi cago attai nnent denonstrations. Now, in the case of
Metro- East we found that 0.25 would nmake it in the Metro-East.
That was the mninumthat was needed. But we have got nore at
stake right now than just that particular elenent. Again, as
nunber one points out, we have a SIP Call that we have to neet.
W feel that sources would likely have to plan to neet the nost
conservative contingency anyway. So if we provided both options,
peopl e woul d have to plan for the nbst stringent one at any rate.
And we also think that this sends fol ks the correct nessage. The

correct nmessage being to USEPA, to other state, to the industry

that the SIP Call is there and we are going to have to neet it in
[11inois.
And, finally, | guess | would say as a contingent or as a

fall back, if there was sone reason that we would ultinmately need
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to go back because everything was changed or del ayed, we can
al ways re-propose to the Board a 0.25 linmt well before the
conpliance date of 2003. W have three years before we would
have to address that. So there is tinme if we would have to come
back and do sonething el se

Wl |, that conpletes ny sunmarized version of the
testinmony. | think -- | guess we will go on with others from
her e.

M5. KROACK: | would like to subnmit a copy of the
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over heads, including the one that was not in your packet, into
the record.

HEARI NG OFFI CER GLENN:  Thank you, M. Lawler. Wat we are
going to do is let the Agency's witnesses all testify and then
we will hold questions until they are all finished.

M. Rieser, did you have a question?

MR RIESER  Just a brief procedural question. Are the
copi es of the overheads available for the rest of us?

M5. KROACK: They are on the table bel ow

MR RIESER They are on the table below. Ckay. Thank
you.

HEARI NG OFFI CER GLENN:  What | would like to do now, if you
will all bear with me, | amgoing to put an exhibit |abel on each
of these, so that it will be clear for the record what has been
admtted. It will just take a few nonments. So if you would like
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to tune out for a minute, go right ahead. | would like to stay
on the record so that |I can tell the court reporter what | am
doi ng.

HEARI NG OFFI CER GLENN:  Exhi bit Number 2 is entitl ed,
"Pur pose of Proposed Rul emaking."

Exhi bit Number 3 will be "Ozone Formation Process." It is
a chart.

Exhi bit Nunber 4 is a chart entitled, "Good Ozone and Bad
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Qzone. "
Exhi bit Nunber 5 is entitled, "Ozone Air Quality."
Exhibit 6 is entitled, "Lake M chi gan Regi on, 1-hour

Nonatt ai nnent Areas."

Exhi bit Number 7 is entitled, "Illinois OQzone Nonattai nnent
Areas. "

Exhi bit Nunber 8 is entitled, "Illinois Qzone Mnitoring
Net wor k. "

Exhi bit Nunber 9 is entitled, "Chicago Area Ozone Trends,
Aver age Maxi mum 1- hour Concentration.™”

Exhi bit Nunmber 10 is "Chicago Area Gzone Trends, Nunber of
Days with Qzone Greater than 0.12 ppm"

Exhi bit Nunmber 11 is entitled, "Tracking the Qzone Event."

Exhi bit Number 12 is entitled, "Qzone Concentrations
Measured Al ong the Southern LMOS Boundary, July 18, 1991."

Exhi bit Number 13 is entitled, "VOC Reduction Coals."
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Exhi bit Nunmber 14 is "OTAG Participating States."

Exhi bit Nunmber 15 is "OTAG Fi ndings."

Exhi bit Number 16 is "Metro-East/St. Louis NAA Attai nment
Denonstration.”

Exhi bit Nunber 17 is "Lake M chigan NAA Attai nnent
Denonstration.”
Exhi bit Number 18 is entitled, "NOx SIP Call, a

Chronol ogy. "
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Exhi bit Number 19 is the "NOx SIP Call Elenents.”

Exhi bit Nunmber 20 is the "Road to Illinois Regulatory
Proposal for EGUs." Exhibit 20 is two pages |ong.

Exhi bit Nunber 21 is entitled "Regulatory Proposa
Addr esses. "

Exhi bit Number 22 is entitled "Reasons for NOx SIP Cal
Rul e Rather Than Rate-Based Rule with NOx SIP Call as
Cont i ngency. "

Ckay. | think we have all of M. Law er's overheads now
admtted as exhibits.

(Wher eupon sai d docunents were duly nmarked for purposes of

identification as Hearing Exhibits 2 through 22 and

admtted into evidence as of this date.)

HEARI NG OFFI CER GLENN:  Thank you very much, M. Lawler. |
believe -- is M. Kaleel next, M. Kroack?

MS. KROACK: M. Kaleel is next.
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HEARI NG OFFI CER GLENN:  What | would |ike to do, M.
Kal eel, is admt your prefiled testinmny as Exhibit Nunber 23,
and then | will also at this tinme -- well, et ne do that first.

(Wher eupon sai d docunent was duly marked for purposes of
identification as Hearing Exhibit 23 and adnmitted into
evidence as of this date.)

HEARI NG OFFI CER GLENN: | amgoing to admt the sumary of
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your testinony as one large -- one exhibit, and then if you woul d
as you refer to the charts and things in your testinony, just |et
us know what the header is of the page you are on for clarity in
the record.

MR KALEEL: kay. | will try to remenber to do that.

HEARI NG OFFI CER GLENN: I f you don't renenber, | wll
rudely interrupt. Please continue now with your testinony.

MR KALEEL: M nane is Robert Kaleel. | amwth the Air
Quality Mddeling Unit in the Air Quality Planning Section with
the Bureau of Air at the Illinois EPA. | have been involved with
Air Quality Mdeling for over 20 years. Mst of ny tinme has been
spent at the Agency. | spent sone tine as a private consultant
in the field of dispersion nodeling. | have been responsible for
overseeing the State's efforts to devel op attai nment
denonstrations using photocheni cal nodeling approaches for both
the Metro-East and Chicago areas. | was also involved in the
nodel i ng that was performed during the OTAG study that M. Law er
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nment i oned.

(The witness placing slide on projector.)

MR, KALEEL: This is a cover sheet fromthe package of
slides hopefully everyone has a copy of this, and I will try to
refer to the slides in the order that they are in that package.

(The witness placing new slide on projector.)

MR KALEEL: This slide is called the 1-hour Ozone
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Attai nment Denonstrations. The Agency has been involved in
efforts to develop attai nment denonstrations for nonattai nnent
areas in both ends or both sides of Illinois. 1In the Lake

M chi gan area, of course, our work has gone on for many years.

W are finally, I think, in a position to be able to conpl ete our
attai nnent denonstration nodeling and subnit that to the USEPA by
Decenber 2000, Decenber of this year.

W have al so worked very closely with the State of M ssouri
to devel op an update or revision to the original attainnment
denonstration submtted for the Metro-East/St. Louis
nonattai nment area. That work was originally conpleted in 1994,
which was the required date at that time. As M. Lawl er had
nmentioned, the attai nment date has been del ayed. The matter is
now actually in court, but the nost recent efforts to revise the
attai nnent date and finally achieve attainnent in the St.

Loui s/ Metro- East areas, submital was made in Cctober of 1999 to
try to pursue an extension of that attai nnent date.
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(The witness placing new slide on projector.)

MR KALEEL: |If | had known that | had to read all of the
titles, I would have sure made them shorter than this.

(Laughter.)

MR KALEEL: This is Figure 1, Conparison of 1987 to 1989

and 1997 to 1999 1-hour zone Design Values Wthin the Lake
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M chi gan Region. Dennis Lawl er had previously shown sone air
quality trends show ng the progress that has been made in both
Chicago and the Metro-East areas. | wanted to reinforce that
with showi ng sonme of the air quality data depicted slightly
differently to kind of give an idea of the progress that has been
nmade to date or at |east over the last ten years in both of these
nonatt ai nment ar eas.

On this slide -- there is actually two panels to this
slide. On ny left anyway, and | assune it is on your left, it
depicts the 1987 to 1989 ozone design values. Let ne explain
what an ozone design value is. M. Lawer had nentioned the form
of the ozone standard. The formof the ozone standard is such
that at any given location certain nunber of exceedances of the
level of this standard are allowed. As many as three exceedances
can take place at any given site over a three-year period and
still be considered to be an attainnent of the standard. It is
the fourth highest value in a three-year period that represents

the design value at a given nonitor. |If that design value is
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above 125 parts per billion, or .12 parts per nillion, then that

monitor is in violation of the National Anbient Air Quality
Standard for ozone.

In this slide, the area that is shaded in kind of yell ow or
browni sh col or represents the areas in the Lake M chigan region

t hat had ozone design val ues observed at the nonitoring sites
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operated by the four states that exceeded the | evel of the ozone
standard. In all, | believe there is 25 nonitors throughout the
nonatt ai nment area that exceeded the standard ten years ago. The

hi ghest concentrations in the region occurred actually right at

the Illinois-Wsconsin border. The air quality levels or design
val ues at that time approached 190 parts per billion, again,
relative to the standard of 125. Values of 179 parts per billion

were recorded in the Chicago area. Exceedance val ues above the
standard were recorded in all four states.

Ten years later we have a nuch different picture.
Throughout Illinois, at |east the northern part of the State of
IIlinois, in the last three years of the nonitored data, 1997
t hrough 1999, there are no nonitors that currently violate the
1- hour ozone standard. There are none in Indiana or in M chigan

either. The only remaining nonitors that are violating the air

quality standard, and there are six nonitors that still violate,

are all in eastern Wsconsin, right along the Lake M chi gan

shoreline. The highest value, | believe, is 141, which occurs in
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a location just north of MIwaukee. |In all, six nonitors are
still violating, conpared to 25, and the design val ues have been
reduced over the last ten years fromabout 190 down to about 140,
so it has nmade trenmendous progress.

(The witness placing new slide on projector.)
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MR KALEEL: A simlar situation to report for the St
Louis and Metro-East area. The title of this slide is called
Fi gure 2, Conparison of 1987 to 1989 and 1997 to 1999, 1-hour
Qzone Design Values Wthin the St. Louis Nonattai nnent Area. In
the period ten years ago, much of the nonattainnment areas, the
northern half of the nonattai nment area, nost of the nonitors
that operating in the Metro-East portion of Illinois and in St
Loui s had design val ues that were above the | evel of the
standard. Peak concentrations in St. Louis at that tinme, or peak
desi gn val ues, were approaching 160 parts per billion. And just
about every nonitor in Madison County, Illinois, and nost of the
ones in St. Louis and St. Charles exceeded the level of the
st andar d.

Ten years later, 1997 through 1999, as shown in this slide,
there are only two nonitors that still exceed the ozone standard.
One of those nonitors is in St. Charles County in Mssouri. It
has a design value of 131 one parts per billion. The other
monitor is actually not even part of the nonattai nment area. It
is in Jersey County, Illinois. W have a design value of 127,
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just barely above the level of the standard.

(The witness placing new slide on projector.)

MR, KALEEL: Reporting the ozone trends do indicate that we
have made trenmendous progress over the last ten year period. It

woul d al so indicate that we are not quite there yet. W stil
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have a ways to go as far as being able to denonstrate attai nnent
with the standard. W think that to be able to denonstrate
attai nnent that further control nmeasures will be necessary.

W have tried to use photochenical grid nodels. It is a
fancy-soundi ng construct or a mat hematical construct to describe
t he science behind ozone formati on and ways that we can use
conputer tools, conputer nodels, to project future air quality
| evel s to account for the changes in emissions that we are
expecting by the attai nnent years.

We call this subregional nmodeling. | wll explain why we
use the term subregional nodeling, using LADCOs Gid Mnodeling
domain. | put this up here | guess to introduce a few concepts.
One is that we are using the nodel over a fairly broad region of
the Mdwest. W are working with the Lake Mchigan Air Directors
Consortium and have for a nunber of years, to develop this
nodel i ng system W have applied the sane nodel i ng system
devel oped by LADCO for application to the Metro-East/St. Louis
area. So we are using the sane system the sane nodel and it has
been a nodel that we have devel oped cooperatively over many
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years.
What is a photochem cal nodel? A nodel is actually a
system of several conputer processors. The nodel that we are

usi ng, the photochem cal nodel that we are using, is called the
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U ban Air Shed Mbdel, Version B or Version 5. It is the version
of the nodel that the EPA has accepted as the state-of-the-art
phot ocheni cal nodel for this purpose

The nodel uses several key inputs to be able to make the
cal culations or predictions of future ozone air quality
concentrations. One of those, of course, is enmssions. W have
to devel op em ssions inventories that cover the entire nodeling
domain or the area of interest for the nodel. W are using a
nodel call ed EM5-95, which was devel oped by LADCO by the four
Lake M chigan states specifically for this purpose.

Met eorol ogy is obviously a key in determ ning ozone
concentrations. W use a nodel called the RAMS3a nodel, which
was devel oped by the University of Col orado, and previously by
the University of Virginia, to nodel a very large portion of the
United States to provide the key inputs to the photochen ca
nodel . The key inputs would include things |ike wind direction
wi nd speed, at all layers of the atnosphere, not just at the
surface, cloud cover, precipitation in sonme cases, the anount of
ultraviolet light incoming into the nodeling domain. So there is

a series of key neteorol ogical paraneters that are provided by

KEEFE REPORTI NG COVPANY o
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t he RAMS3a nodel
Boundary conditions, this is a little tougher concept to
explain. | will try to explainthat alittle bit nore in the
context of sone of the other slides. | think it will be alittle
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easier to visualize. But basically what we need to be able to do
is quantify the affect of em ssion controls and the anount of
ozone and ozone precursors that are comng into the nodeling
domai n from areas outside of the donmain. Those are quantified
t hrough what we call boundary conditions. And for the purposes
of the nodeling that | will talk to you about today, we have, in
fact, run a bigger scale nodel to try to nodel the affects of
changes in em ssions and ozone concentrations in up-w nd areas.
(The witness placing new slide on projector.)
MR KALEEL: Now, this slide is called photochenm cal grid
nmodeling. | just use it to try to illustrate visually what the
i dea is behind a photochemi cal nodel. The nodel is a series of

grid squares that cover a particular area or domain. The node

that -- what | amtrying to depict here is actually run in three
dinensions. It is not just surface ozone that we are trying to
sinmulate. It is ozone throughout the boundary |ayer, throughout

the m xing |layer of the atnosphere.
For each grid cell we try to keep track of a series of
ozone precursors, speciated concentrations of a whole range of
Vol atil e Organi ¢ Conpounds. | believe 120 different Volatile
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Organi ¢ Conpounds are kept track of through the cheni ca
mechani sm  Various species of nitrogen conpounds, not just NOX,

but ot her nitrogen conpounds as well, carbon nonoxi de. W have
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run the nodel for a time step, typically about six mnutes. W
have introduced in the grid cell the emssions fromall the
different sources in our em ssions inventory. W introduce

em ssions or concentrations of pollutants fromadjoining grid
celI's, dependi ng upon which way the wind is blowi ng. W

i ntroduce enmi ssions aloft if we are tal king about em ssions from
tall stacks.

At the point that we have kept track of all of those
different species for that particular tine step, we turn on a
chem cal solver or a chem cal nechanism |In the case of urban
air shed nodel, it is called the Carbon Bond 4 chemni ca
mechani sm W run through the chenical reactions that help to
cause ozone, and then start the process all over again for the
next six-mnute time step. So it is a very involved bookkeepi ng
system if you will.

(The witness placing new slide on projector.)

MR KALEEL: This slide is called the Lake M chi gan Qzone
Study, Study Area. Wen we first started doi ng the photochem ca
nodel i ng for the Lake M chigan region, and in cooperation wth
the other Lake M chigan states, Wsconsin, Mchigan, and Indi ana,
as well as Illinois, this is the way we originally set up the

46

KEEFE REPORTI NG COVPANY
1- 800- 244- 0190

nodel back in 1991. Dennis Law er had nentioned that we had
participated in an extensive field neasurenent program |

bel i eve the program cost sonewhere in the range of six to seven
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mllion dollars to collect the extensive neasurenents needed to
develop this nodel. |In the State of Illinois | guess conplinents
of the Wsconsin |awsuit got to pick up nost of the tab for that.

The concept of boundary conditions, in the tine frame of
the 1991 field study M. Lawl er had nentioned that we had
operated aircraft along the edges of this nodeling domain. This
is what we call the boundary. What we did back in 1991 is to use
the nmeasurenments fromthe aircraft to represent ozone and ozone
precursors that are coming into the domain. These are what we
call the boundary conditions, the anount of em ssions and
precursors that are entering the domain fromthe sides of the
domain. That is how we quantify those, is through the aircraft
measur enent s.

At that tine, of course, our focus was just the Lake
M chi gan area, what is happeni ng over Lake Mchigan. So we set
up what is a called a nested grid, a series of grids with
different horizontal resolutions starting basically in Centra
IIlinois, extending to Western Illinois, Central Indiana, and
then covering nost of the Lake M chigan region with successively
tighter grid cell resolution. The tightest resolution at that
time was four kilonmeters, which was over the area of interest,
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the western shore of Lake Mchigan. And at the tine this was

probably as nuch four kil oneter nodeling as our conputers could
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afford or that we could afford to buy. But we thought that this
was very adequate. In fact, it was very nuch state-of-the-art at
the tinme that we started on this process.

The problemwe very quickly ran into, though, given the
nmagni t ude of the concentrations that we were seeing along the
boundary, Dennis Lawl er showed a slide that indicated
concentrations as high as 100 parts per billion comng into the
Chi cago area fromareas up-wind. W very quickly realized that
we are not going to be able to devel op control strategies | ooking
just strictly at emissions within the nonattai nnent area. And
also we ran into a problemthat -- of course, we could use
current measurenents, 1991 nmeasurenents to | ook at 1991 ozone
epi sodes and | ook at present year conditions. W have not yet
run aircraft in the year 2007, when we need to be able to
denonstrate attainnent. So we needed to figure out sone way of
projecting future [evel boundary conditions. So as nodelers, we
obvi ously wanted bi gger conputers and bi gger nodels, and | think
about 1995 we got our way with the fornmation of OTAG

(The witness placing new slide on projector.)

MR KALEEL: This slide is called the OTAG Mdel i ng Donai n.
In 1995 with the start of OTAG people started to realize, people
doing air quality planning, that |ooking at ozone concentrations
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strictly within individual nonattainment areas and devel opi ng

control strategies just within those nonattai nnent areas was not
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going to get us to where we needed to be, which was attai nnent by
the prescribed deadlines. A new approach to anal yzing future
conditions was needed. And at that point we devel oped the OTAG
nodel i ng domai n, where we | ooked at things on a regional basis.

There are actually two different nodeling domai ns that were
est abl i shed, a nodeling course grid, the OTAG Course Gid, which
had grid intervals of 36 kilonmeters. This was really devel oped
initially to provide boundary conditions to where we thought the
action was, which was in the OTAG fine grid, this 12 kil oneter
grid domain. Unfortunately, the technical construct ended up
with some legal ramfications for states that were right on the
border. Places |like Mssouri ended up with fine grid and course
grid areas and that resulted in Mssouri being left out of this
round of SIP Call nodeling. The EPA will have to go back in and
devel op a new approach for Mssouri. GCeorgia was kind of in a
simlar situation. Wsconsin and Mchigan were in simlar
situations. So that may be a technical construct that ended up
devel oping into sone legal difficulties. But at |east you get
the idea that what we were really | ooking at was a nuch | arger
nodel i ng dormain. At the time we called it regional nodeling.

(The witness placing new slide on projector.)

MR KALEEL: At the conclusion of OTAG nodelers were
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realizing that running a nodel at a 12 kilometer resol ution was
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very good for |ooking at affects due to | ong-range transport, but
it was not really adequate -- it didn't provide the resol ution
that we needed for |ooking back at the urban scale. If you
recall the slide that | showed before for the Lake M chigan Qzone
Study, where we were tuning into as small as a four kil ometer
nodel .

Well, on this particular slide, called Figure 3, the
M dwest Modeling Dormain or Gid M we backed away fromthe ful
regi onal scal e of the OTAG nodel i ng and devel oped what we are
calling a subregional nodel, which is the area shown in red.
This is what we call Gid M It is a Mdwestern nodel i ng donai n.
It is looking at just the areas of high ozone concentrations,
primarily the Lake M chigan region, but for other regions as
well, including St. Louis.

What we are attenpting to do with the Gid Mnodel is to
| ook at ozone on the urban scale at a very fine resolution, which
is four kiloneters, but to also | ook at the affects of |ong-range
transport at least within a day or two tinme prior to arrival, the
air mass arrival, in the nonattai nment area. So we think that a
nodel i ng transport within this particular region, as well as the
urban scal e em ssions for Chicago, that we have the best of both
worl ds, the best of both the regional nodel and the urban scale
nodel .
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(The witness placing new slide on projector.)
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MR KALEEL: |If | was thinking ahead, | would have not only
had shorter titles, but | would have had titles. This particular
slide does not have a title. | amnot quite sure what to do with
it here.

HEARI NG OFFI CER GLENN:  There is an interveni ng page.

BOARD MEMBER MELAS. Yes, there is an interveni ng page.

HEARI NG OFFI CER GLENN: It is called Qzone Epi sodes for
Subr egi onal Mddeling in the Lake M chi gan Regi on

MR KALEEL: kay. | will bring this one back. W will
think about this one for a second. | was out of order

HEARI NG OFFI CER GLENN:  Thank you.

MR KALEEL: Sorry. This slide is called Qzone Epi sodes
for Subregional Mddeling in the Lake M chigan Region. To be able
to |l ook at ozone concentrations for a future year, we obviously
don't know what the neteorology is going to be in the year 2007,
or in the case of St. Louis, the year 2003. So what we do is
| ook at historical ozone episodes and assune that conditions |ike

this will occur in that future year. And we have relied on a

series of ozone episodes. | notice that there is a typo on this
slide for one of the episodes. It should be June 22nd through
28th, 1991. | apologize for that.

We have devel oped a series of four ozone epi sodes,
devel oped eni ssions inventory information, devel oped
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nmet eorol ogi cal conditions to represent these historica
conditions. There is about a total of 40 ozone epi sode days that
we have | ooked at and anongst these four episodes two of these
epi sodes, the July 14th, 1991 episode and the July 7th through
18t h, 995 episode were used for St. Louis. W thought that this
M dwest ern ozone event was as applicable for St. Louis as it was
for the Chicago Lake M chigan region. For the Chicago attai nnent
denonstration, we used all four.

(The witness placing new slide on projector.)

MR KALEEL: | amnot quite sure what to call this slide.
I would call it atine series plot. So if | was to put atitle
onit, it would be a time series plot for Evanston, I|llinois.

One of the necessary requirenents for performng air
quality nmodeling is to denonstrate -- and it sounds sinple -- to
denonstrate that the nodel actually works. It is a mathenmatica
construct. W are using the science to try to project ozone
concentrations. W think the science is very good, and it is
state-of-the-art, as a matter of fact. But to be able to have
confidence that it is working very well, we use the neasurenents
fromthe historical episode to conpare the predictions of the
nodel, and once we have shown that the nodel is performng
adequately, it nmeets certain criteria that are specified by
USEPA, then at that point we can change the mx of emissions to
represent future year conditions. Leave the neteorol ogy the
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sane, but change the enissions, rerun the nodel, and try to
decide if those nodel predictions denonstrate attainment or show
the air quality benefits that we are | ooking for

So there is a very extensive nodel evaluation process that
the four states engage in to try to show that the nodel works
well. There is a whole series of statistical mneasures,
mat hemati cal neasures, that the USEPA requires us to | ook at.
There is also a series of graphical nmeasures. | have chosen this
one not necessarily because it |ooks the best, but to give you an
idea of what it is -- how we use the nodel predictions and the
air quality neasurenents to eval uate perfornmance

In this particular slide, we are show ng four series of
graphs. These represent the four ozone episodes | introduced a
m nute ago. Al of these represent nodel predictions conpared to
air quality nmeasurenents taken at one nonitoring site, the
nonitor located in Evanston, Illinois, just north of Chicago.
Evanston typically receives | guess higher concentrations of
ozone than many other places in Illinois, given its location
north of Chicago. So it is a good choice. It is maybe not the
hi ghest nmonitor, but it is a good choice to | ook at node
performance as it affects Illinois.

On each of the graphs there is both | guess a dotted line
or a series of small squares that kind of forma broken |ine.
These represent the hourly ozone neasurenents at the Evanston
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monitor. The solid line that is sort of tracking those series of
squares represents the nodels prediction at that same |ocation at
that sanme period of time. | guess | just leave it to the

audi ence to visually |l ook at the way the nodel and the
nmeasurenents track on each individual ozone epi sode day.

A couple of things that | would point out, one is that in
general the nodel is tracking reasonably well. There is a
tendency of the nodel to underpredict a little bit early in sone
of these episodes. You can see where the solid |ine does not
quite track up to the highest points, but it is tracking in terms
of the time of day. The nodel is predicting highs at roughly the
right times of day. And in many of the highest days the ozone
nodel is performing quite well. The nodel predictions match or
in some cases even exceed the levels that were predicted.

Later in some of these episodes, and in particular, this
particul ar episode, July 1991, the nodel, in fact, overpredicts
t he peak concentrations on the |last two days of the episode.
There is a little bit of overprediction during the June of 1995
epi sode right at the end. Actually, in this July 1995 epi sode,
whi ch was a very hot period of tine, very ozone conducive, the
nodel is performing very well. It is tracking concentrations
very well, both the highs, the | ow concentrations that occur
overni ght, and then the ranp down later in the epi sode as ozone
concentrations get |ower.
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| guess | would conclude with the discussion of nodel
performance just to say that we had perfornmed a very extensive
eval uation, including all of the EPA's statistical neasures, and
found that the nodel does performwell enough to project future
year concentrations. The EPA has accepted that the UAM V nodel
and the way that we are applying it is adequate for this purpose.

(The witness placing new slide on projector.)

MR KALEEL: So let's nove to sonme future year scenari os.
This particular slide is called Mdeling Scenarios. There is
three future year scenarios that | would like to tal k about
today. O course, there is a whole series of scenarios that we
have run over the last ten years of nodeling to reach this point
or get to this point. But the three key ones | think for today,
the first one is called Aean Air Act Controls. This represents
kind of a future year based case. These are all the contro
neasures that are currently contained in the Clean Air Act and
are, | guess, already in the pipeline. Things Iike the states 15
percent plans, the rate of progress plans, reformul ated gasoli ne,
enhanced vehicl e inspection and nmai ntenance, Title 4 acid rain
controls. These are, again, all things that we are already
expecting to occur by the attai nment dates for St. Louis and
Chi cago

| should point out that the attainment date and the
projection years that we are dealing with are different for

55

KEEFE REPORTI NG COVPANY
1- 800- 244- 0190



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Metro-East/ St. Louis than they are for Chicago. The
Metro-East/ St. Louis area, we hope to be able to bring into

attai nnent by the year 2003. This is consistent with EPA' s
policy for extension of attainment dates. And this is the
earliest year that we hope that the regional NOx controls, in
addition to all these ean Air Act neasures, would bring the
Metro-East/St. Louis area into attainment. For Chicago the C ean
Air Act had established a 2007 attai nnent date. That's the year
that we project for the nodeling.

The second nodeling scenario | ooks at not only the affect
of Clean Air Act controls, but also the inplenentation of an
emssion limt, arate-based lint applied to Electric Generating
Units. The level of that limt would be 0.25 pounds per mllion
bt u.

The third scenario is Cean Air Act controls plus the
effect of the NOx SIP Call. So all of the control neasures
contained within the NOx SIP Call are nodeled in this scenario in
addition to the clean Air Act neasures.

(The wi tness placing new slide on projector.)

MR KALEEL: This slide is entitled, Figure 4, Domai nw de
Total Anthropogenic Em ssions in Tons Per Day. Wat this slide
depicts are the changes of nodel ed em ssions, actually for the
year 2007, but the magnitude of this is conparable for 2003.

On the left plot or slide are NOx em ssions for each of the
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four -- actually three scenarios, future year scenarios, Cean
Air Act, 0.25 pounds per million btu and NOx SIP Call. These are
conpared to the 1996 base inventory. These em ssion totals
represent all of the emissions within the Gid M nodeling donain.

Onthe right slide it would be sane four scenarios, the
1996 base, the dean Air Act scenario, the 0.25 pounds per
mllion btu, and the NOx SIP Call. In this slide what | am
depicting -- or in this portion of the slide depicting VOC
em ssi ons throughout the Gid M nodeling donain.

Fromthe 1996 base, |ooking | guess at the NOx em ssions,
fromthe 1996 base to the year 2007, when Cean Air Act control
nmeasures are inplenented, we can see a rather dramatic drop in
expected | evel of NOx em ssions throughout the nodeling donain, a
drop of sonewhere in the range of 2000 tons per day. | think the
nunber mght even be a little bit higher than 2000 tons per day.
For the 0.25 pounds per nillion btu scenario, which, again,
applies only to Electric Generating Units and, again, a very
substantial drop in projected NOx enissions throughout the Gid M
area. And we are al so assumi ng that the sane | evel of control
woul d occur outside of Gid Min other areas where the SIP Call
applies, the 22 jurisdictions that were neasured.

The NOx SIP Call, which applies not only to EGUs but to non
EGQJs, cenent plants, and |.C Enhgines, again, another drop in NOX
em ssions are projected by the year 2007. Perhaps not as
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dramatic a drop as in previous scenarios or between different
scenarios but, again, a significant further reduction of NOX
em ssions. For VOC enissions nost of the VOC em ssion reductions
are contained within the Clean Air Act scenario. And, again, |
had given a list of sonme of the nmeasures that are contained
within there. Mny of those Cean Air Act neasures are VOC
scenarios. The subsequent scenarios, the 0.25 and the NOx SIP
Call, of course, are |l ooking just at NOx em ssions and you are
not seeing nmuch of a change within the domain for VOC

(The witness placing new slide on projector.)

MR KALEEL: These colors show up a little better than they
did last week. This slide is called Figure 5 Peak 1-hour QOzone
Concentrations, July 13, 1995, Lake M chi gan Regi on

VWhat | am showi ng here on this slide is just an exanpl e of
one of the post processing products that we can produce using the
phot ochem cal nodel. There is, as | nentioned, about 40
di fferent episode days that we are nodeling. There is a nunber
of different ways that we can anal yze the nodel results, one of
which -- a very inportant one of which is being able to depict
the nodel in terms of peak 1-hour ozone concentrations. So
rat her than wade through the results for 40 different epi sode
days, | have just picked one. It is not necessarily the highest.
It is not necessarily the lowest. It illustrates, | think, very
well the affect of these different scenarios.
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There is four different portions of this slide. The 1996
base is shown in the upper left. The Clean Air Act scenario is
in the upper right. The 0.25 pounds per mllion btu scenario in
the lower left. The NOx SIP Call is in the lower right. The
color scale is set up such that the concentrations go to a red
color in areas where the nodel is projecting concentrations above
the level of the standard. Yellow colors, green and blue, are
| evel s that are progressively |ower concentrations than that.

The 1996 base on this one day, July 13th, 1995, this fairly
|arge area that is shown in the nodel, nostly out over Lake
M chi gan, with concentrations in excess of the ozone standard.

By 2007 with inplenmentation of the dean Air Act contro
neasures, the area affected and the magni tude of the peak
concentration is projected to be much, much | ess, but not yet in
attai nnent.

For the 0.25 pound per mllion btu limt, the
concentrations in excess of the ozone standard are, again, nuch
snal l er than in the previous scenario, showing pretty substantia
ozone benefits, ozone reductions, in the nodeling domnain.

Then, finally, inplenmentation of the NOx SIP Call, we start
to see just alittle bit further benefit, not as dramatic a
change, but further ozone benefits in the range of one to three
parts per billion in the areas of peak concentration

It is inmportant to note that the nodel is not projecting
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ozone concentrati ons above the standard in the Chicago region
and this is in keeping very consistent with the current

noni toring data which suggests that are real problens currently
are nore up the shoreline up into Wsconsin. So this particul ar
epi sode date kind of illustrates that, although the winds are
perhaps a little bit nore to the west so the plune is tilted a
little bit nore in the direction of M chigan

(The witness placing new slide on projector.)

MR KALEEL: |In the Metro-East/St. Louis area -- this
particular slide is called Figure 6, Peak 1-hour Qzone
Concentrations, July 18, 1991, St. Louis area.

Agai n, the sane four nodeling scenarios are shown on the
slide. It is the same basic color scale. | amusing a different
epi sode date here, July 18, 1991, to depict kind of a typica
output or a typical scenario for St. Louis. The St. Louis area
is kind of right inthis little bend of the M ssissippi R ver
On this particular date, July 18th, we observed that nost of the
hi ghest concentrations actually occurred in Illinois, high levels
of ozone to the north of St. Louis across St. Charles County and
then on into Illinois, a fairly wide area of projected violation
of the standard.

On this particular day the Clean Air Act neasures were
enough to actually get peak ozone concentrations bel ow the | evel

of the standard. That is not the case for all episode days, but
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it does show that Cean Air Act nmeasures do yield substantia
benefits for ozone air quality by the year 2003.

The 0.25 pounds per million scenario, again, the
concentrations -- in this case the yellow concentrati on areas are
smal l er. Peak concentrations are lower. And a little bit
further inprovenent, again, by the application of the NOx SIP
Call .

(The witness placing new slide on projector.)

MR, KALEEL: As you can probably appreciate, being able to
det erm ne whether or not the nodel predictions are adequate to
denonstrate attainnent is a rather conplex process. It is not
nerely a case of just |ooking at peak ozone concentrations and
finding that on every particular day you have reduced
concentrations bel ow 125. EPA has established a series of tests
of the nodel each one | guess a little bit nore flexible than the
nost conservative test. And we have tried to apply each of these
tests to be able to denonstrate attai nment for both Chi cago and
the Metro-East areas.

Rat her than getting through all of these convoluted tests
t hat EPA recommended, | amgoing to try to illustrate, for the
purpose of today's testinony, one that is a fairly easy concept
to be able to show graphically. This is called the relative
test. | should point out that in those previous slides you

noticed that even in the 0.25 scenarios and in the NOx SIP Cal
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scenarios that there were still some exceedances of the ozone
standard indicated on the one day in Lake M chigan that | showed
you and that is also true on other days in both Metro-East and in
t he Chicago areas.

So the nodel is not show ng peak ozone bel ow 125 on every
singl e episode day. If it did, we would be able to show that we
have net the attainnent test that is nost severe, nost
restrictive. It is what EPA calls the determnistic test.
Basically, if every ozone grid cell on every hour of every day
showed attai nnent with the nodel then we would pass with flying
colors. W are not able to show that in either area, even with
the application of the NOx SIP Call. So we have to | ook at ot her
tests that EPA has provided, each one relying further on other
argunent, other wei ght of evidence argunents.

A nore flexible approach is called the statistical test.
The statistical test tries to ook at the formof the ozone
standard. The ozone standard is witten to allow a certain
nunber of exceedances if you were neasuring air quality. So the
statistical test is another test that allows you to nodel certain
exceedances and still be able to show attainment.

In the case of the Metro-East nodeling that we -- that we
presented to EPA or submitted |ast June, we did not pass the
statistical test. |In the current nodeling that is being

performed under the auspices of LADCO and that we will be



10

11

12

13

14

15

16

17

18

19

20

21

22

23

62
KEEFE REPORTI NG COVPANY
1- 800- 244- 0190

submtting to the EPA in Decenber of this year, we expect to be
able to meet the statistical test. So it is not the nost severe
test, but it is still a very conservative test.

Beyond those two tests the EPA allows for submittal of what
is called weight of evidence. Qher argunments that suggest that
because of nodel perfornance or because of the severity of ozone
epi sodes or other nore subjective nmeasures the states can stil
make a denonstration of attainnment without passing either the
determnistic or the statistical test. This particular
application of the nodel, called the relative test, is one of
t hose wei ght of evidence neasures. It is the nmeasure that we
relied upon in the St. Louis attainnent denonstrati on and EPA has
indicated that they will accept.

The idea of the relative test, you would start -- | should
probably introduce the slide before I get much further in
describing it. This is called Figure 7, Attainnment Strategy
Model i ng Results, Lake M chigan Region. The relative test
actually starts with nonitored air quality data. In this case
the air quality data that was used, the design value, the fourth
hi ghest in three years for the three-year period that straddles
our base emissions inventory, the 1996 emni ssions inventory, in
that case the design value is about 140 parts per billion

W woul d use the nodel in a relative way, basically in a
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all of the nonitors on a percentage basis and then use that
percent age change to develop what is called a relative reduction
factor, apply that factor to the nonitored base to project future
year design values. So that is what each of these three
successi ve bars show, are the adjusted design values for the
future year, in this case for Lake M chigan

Taki ng the 1995 base design val ue of 140, application of
Clean Air Act control neasures woul d reduce that design val ue,
proj ected design value to a value of about 132 parts per billion
It is a pretty substantial inprovenent fromthe base, but not
enough to show attai nnment.

In the 0.25 pounds per mllion btu scenario, we are

projecting a concentration right exactly at 125 parts per

billion. W can show attai nment without any roomto spare with a
0.25 scenario. | need to point out that we are still |ooking at
this nodeling. W are still revising the em ssions inventories.

W won't have a package to USEPA before Decenber. So this is
perhaps subject to a little bit of change, a little bit up, a
little bit down. But given that we are right at the level of the
ozone standard, there sure isn't roomfor nuch of an ozone

i ncrease and still be able to show that the Lake M chi gan area
wor ks.

The NOx SIP Call, we are about -- | believe the



24

10

11

12

13

14

15

16

17

18

19

20

21

22

concentration is 122 parts per billion. W have alittle bit of
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cushion there to finish up our nodeling and still be able to
denonstrate attainment.

So | guess fromthis slide, Cean Air Act neasures don't,
in and of thensel ves, show attainnment. The 0.25 nmay show
attai nnent when we finish our nodeling in Decenber. The NOx SIP
Call alnost certainly will show attai nnent when we finish our
attai nnent denonstration.

(The witness placing new slide on projector.)

MR KALEEL: Figure 8, Attainment Strategy Mdeling
Results, St. Louis Area. This is a very sinmlar slide as the

previ ous one show ng projected or adjusted future year ozone

design values. |In this case the highest nonitor in the St. Louis
area is what we are using for the 1995 to 1997 design value. In
that case in that tinme period the design value is 136 -- | am
sorry -- about 131 parts per billion

Application of Clean Air Act control neasures, we are not
seei ng enough of a nodel response using just those neasures by
the year 2003 to denonstrate attainment.

The 0.25 scenario, it does appear to work for the
Metro-East/St. Louis area and, in fact, thereis alittle bit of
a cushion there. | believe the projected concentration i s about

123 parts per billion.
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Then, finally, the NOx SIP Call gets us another one or two
parts per billion further benefit for the St. Louis area.
65

KEEFE REPORTI NG COVPANY
1- 800- 244- 0190

(The witness placing new slide on projector.)

MR KALEEL: Finally, the Sunmary of Results,
Metro-East/St. Louis Area. The attainment denonstration has
al ready been subnmitted to USEPA in Cctober of 1999. There are a
coupl e of further refinements to that nodeling that USEPA had
requested. | think the nost recent submittal of nodeling without
any changes at all in the conclusions of the nodeling was
submtted by both states in June of this year

W need to submit to USEPA fully adopted rul es by Decenber
of 2000 to conplete the attainnent denonstration. In the case of
the Metro-East/St. Louis, our attainnent denonstration showed
that a rate-based limt of 0.25 pounds of NOx per mllion btu in
addition to the Clean Air Act control neasures shoul d be
sufficient to denonstrate attai nment by the year 2003.

(The wi tness placing new slide on projector.)

MR KALEEL: Sunmmary of Results for the Lake M chigan
Region. As | nmentioned, the attai nment denonstrati on nust be
subm tted to USEPA by Decenber of 2000. In this case it is the
rul es plus the nodeling since the nodeling has not yet been
submtted. We think that the NOx SIP Call plus the dean Air Act
control measures will be sufficient to denonstrate attai nnment for

Chicago. It is also possible that a rate-based limt of 0.25
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before, that will be a very close call when we conplete the final
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nodel i ng.

That concl udes ny testinony.

HEARI NG OFFI CER GLENN:  Thank you, M. Kal eel.

M5. KROACK: | would like to submt a copy of the overheads
into the record.

HEARI NG OFFI CER GLENN: Al right. A sumary of M.

Kal eel's testinmony will be admtted as Exhi bit Nunber 24.

(Wher eupon sai d docunent was duly marked for purposes of

identification as Hearing Exhibit 24 and adnmitted into

evidence as of this date.)

HEARI NG OFFI CER GLENN: | think this would be a great tine
to take about a ten mnute break. Let's go off the record and we
wi Il reconvene when the clock on the wall says five after 3:00.
Thank you.

(Whereupon a short recess was taken.)

HEARI NG OFFI CER GLENN:  Ckay. Ms. Kroack, who do you have
for us next?

M5. KROACK: Ms. Bassi fromthe Agency.

HEARI NG OFFI CER GLENN:  All right. M. Bassi, what | will
do is mark your prefiled testinony, then, as Exhibit 25.

(Wher eupon sai d docunent was duly marked for purposes of
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evi dence as of this date.)

HEARI NG OFFI CER GLENN:  Ckay. Please proceed. ©Ch, and you
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have -- are you going to be referring to the Subpart W handout ?

MS. BASSI: Yes, | have a nunber of overheads. They are
not as exciting as the previous ones. Sorry.

(Laughter.)

HEARI NG OFFI CER GLENN:  Perhaps what | will dois --

M5. KROACK: They are nore |ike an outline.

HEARI NG OFFI CER GLENN:  Ckay. | won't worry about
admtting those as exhibits, then, because if you have no charts
then | think that --

MS. BASSI: No charts. Sorry.

HEARI NG OFFI CER GLENN:  -- it should be clear in the
record. kay. Thank you.

MS. BASSI: Thank you. M nanme is Kathleen Bassi. | work
in the Bureau Chief's Ofice at the Bureau of Air at the Illinois
Envi ronnental Protection Agency, and have been involved in
devel opnent of NOx information for the last five years or so.

My testinony today is going to be ained at the provisions
of the proposal that we have made to the Board in this
proceeding. Sone of this is rather straightforward and sone of
it isalittle less straightforward because of the incorporations

by reference. Wiat | will do this afternoon is go through those
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that there mght be with regard to those
(The witness placing slide on projector.)
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M5. BASSI: Subpart Wis what we are calling our proposal
It applies to electrical -- it applies to units serving
el ectrical generators with nanmeplate capacity greater than 25
megawatts of electricity. Units with a design heat input greater
than 250 million btu that commenced operation on or after January
1st, 1999, and that serve a generator with a nanepl ate capacity
of 25 negawatts or less, and that have the potential to use 50
percent of the unit's potential electrical output capacity to
generate electricity and that sell electricity are also included
if the EGQJU group.

None of the EGJs that are listed in Appendix F to our
proposal fall into this latter category. This also -- the units
that are listed in Appendix F to our proposal are ones that began
operating or conmenced operation prior to January 1st, 1995. So
this is applying to strictly newunits, this last part.

One of the qualifications that we have in our applicability
section, which is Section 217.754, is that it does not apply to
the units that are listed in Appendix D. Appendi x D includes
units that are not EGUs, or non EGUs, as we call them and these

are also existing. These are ones that commenced operation prior
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to January 1st, 1995, and will be addressed nore specifically in
a future rul emaki ng.
The potential electrical output capacity, as defined at 40

CFR, 72.2, this is atermthat USEPA referred to in the node
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rul emaki ng that serves as the basis for our Subpart W | believe

M. Forbes is much better qualified than | amto discuss this
mat hemati cal conputation, so | will leave that to him

(The witness placing new slide on projector.)

MS. BASSI: This rule would apply -- would commence, the
i mpl ement ati on woul d conmence in 2003 and woul d apply during the
control period, which is May 1st through Septenber 30th. This is
provided in Section 211.1515 of our proposal, which is the
definition of control period. And that definition limts this to
Part 217, so the termcontrol period at this point in tinme does
not apply to any other part of Subtitle B of Part -- of 35
[1linois Adm nistrative Code.

The requirenment that it commence in 2003 appears in our
proposal at Section 217.756 (d)(3). And this -- in the nodel
rule this is found at Section 96.24, which is the effective date
of a budget permit. USEPA has anticipated things to go slightly
differently than how they will in Illinois. For exanple, we will
i ssue a perfect and it says that you have to conply by a certain
days. Whereas in USEPA's thoughts it would be -- the pernmit

woul d not be effective until such and such a date, which is
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slightly different fromhow we issue pernits.
(The witness placing new slide on projector.)
MS. BASSI: Qur proposal allows for units that emt |ess
than 25 tons of NOx during the control period to opt-out of the
70
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program The nodel rule left it optional for states to include
this opt-out provision and Illinois determned that it would be
appropriate to include it in our rule or in our proposal
However, once a state includes this opt-out provision inits
proposal then it needs to follow pretty closely with what USEPA
included in the nodel rule, and ours does that.

There had been sone question about whether or not CEMS, or
Cont i nuous Emi ssion Mnitoring Systens, could be used to
denonstrate conpliance for lowentting units, and they may.
When USEPA included this particular provision in the nodel rule,
they anticipated that the purpose that people would be using to
-- or the reason why people would be opting out is so that they
woul d not have to conply with the Part 75 nonitoring provisions
or CEM5. And, in fact, we have had sone indication that perhaps
sone units will want to do this, so that they are never subject
to the provisions of this requirenent.

Al so, in Subsection 217.754 (c)(1)(d)I, we listed default
neasures there. |f you check with the nodel rule you will find

it merely refers to defaults. W are nore explicit and just
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i ncl uded what the default val ues would be for determ ning
em ssion rates.
(The witness placing new slide on projector.)
MS. BASSI: |If an Appendix F, EGQJ chooses to opt-out, it is
a lowentting unit and it chooses to opt-out of this proposal or
71
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of Subpart W the em ssions cap budget, our budget would be
reduced by the nunber of tons that that source or that unit is
l[imted toinits permt. It would have to have a federally
enforceable pernmit condition in order to opt-out, and then our
budget woul d be reduced by that nunber of tons during the contro
period. If alowemtting unit was never allocated all owances by
t he Agency, then our budget is not affected. And | think this is
where we are nore likely to see CEMS to denonstrate conpliance in
sorme of the new EGJs that could perhaps be comng into this

pr ogr am

(The wi tness placing new slide on projector.)

MS. BASSI: Another area that USEPA | eft optional in the
nodel rule was for sources to opt-in. Qur proposal provides that
fossil fuel-fired stationary boilers, conbustion turbines and
conbi ned cycle systens nmay opt-in. W have -- we have incl uded
or allowed only stationary sources to opt-in under the
prerequi sites for application here. The unit cannot be a budget
unit. It must vent through a stack. |[If it vents through a stack

then it is going to be stationary.



20

21

22

23

24

10

11

12

13

14

15

16

17

18

The other portions of this are ones that are included in
the nodel rule. Again, this is a provision that states were
allowed to include but once they included it, there was not
flexibility in the prerequisites for a unit to opt-in.

We have had indication that sone other units besides those
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that we have currently listed may wish to opt-in. This is
something that we will address |ater

(The witness placing new slide on projector.)

MS. BASSI: For a unit to opt-in to the programit nust
establish a baseline, and then that baseline becones its cap. It
then -- in order to generate allowances to trade, it would then

need to reduce belowits cap. So it would be issued all owances
on the basis of the cap that it denpbnstrates.

(The witness placing new slide on projector.)

MS. BASSI: The operating or the inplenentation mechani sm
for Subpart Wis a source's permit. In order for this programto
be inplenmented, since it is a federal program of course, the
conditions that apply to Subpart Wto the units have to be
federally enforceable. Many of the sources under this proposa
will be Title 5 sources or part of our ean Air Act Permitting
Program Qhers will not be. Sonme of these are snmaller sources
and they would be non Title 5 sources and so we will include them

in the programthrough state permts that are federally
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W include in the proposal at Section 217.758 (a)(4) and
(a)(5) dates by which existing sources or sources that are
exi sting on Novenber 1, 2002 and August 1, 2002, respectively,
nmust apply for their permts in order to conply with the program
by May 1st, 2003. And non Title 5 sources then must apply by
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Novenber 1st, 2002. Title 5 sources nust apply by August 1st,
2002.

Anot her section or subsection that we include in the
proposal is that the budget permit, as we call this, has to be a
segregabl e portion of the source's pernit. Wen Title 5 was
enacted, one of USEPA's ains was for sources to have a single
permt that includes all of the units at that source in this
single permt. Qur practice for many years had been to issue a
permit for each unit at the source or however the source tended
to apply for its permits. And in sone instances we have sources
out there with maybe 200 pernmits.

In addition to consolidating all of the permits that m ght
be applicable to a source and to a single permt on the federa
| evel, for our federal pernits, we have al so decided to do that
with our state permts. So when we say this is a segregable
portion of the source's permt, it nmeans that it would still --
the provisions for conpliance with Subpart Wwould still be

included in the source's one pernit, single pernmt, but that
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woul d be a distinctive section in the source's pernit that

requi res conpliance with Subpart Wand allows for participation

inthis trading programthat could for sone reason be segregabl e

if sonmething else -- if there was a reason for that to happen

In order to -- otherwise, the rules and requirenents of Sections
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39.5 and Part 201 apply with regard to permtting.

(The witness placing new slide on projector.)

MS. BASSI: Mnitoring and record keeping are required
consistent with Part 75 -- 40 CFR Part 75 and 40 CFR, Part 96,
Subpart H, which anends Part 75 to nmake it applicable to seasona
em ssions rather than annual emissions, or in addition to annua
em ssions. Again, a Continuous Em ssions Mnitoring Systemis
requi red, although the nodel rule and Part 75 does allow for sone
exceptions to that and there are procedures that are included in
there to all ow exceptions to a CEMS

(The witness placing new slide on projector.)

MS. BASSI: What we are neasuring in this particular
program are nmass NOx em ssions, how many tons of NOx are enmitted
at a source during the ozone season or during the control period.
The mass NOx eni ssions must be reported to the state and to USEPA
by Cctober 30th, which is a nonth followi ng the end of the

control period. Sources then have until Novenber 30th of each
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year to reconcile their accounts with USEPA. On Decenber 1st
USEPA wi || make withdrawals from source's accounts and those
wi t hdrawal s woul d be on the basis of one allowance per each ton
of NOx emitted during the control period.

(The witness placing new slide on projector.)

MS. BASSI: The nodel rule allows for trading and banki ng.
This is a part of the federal programthat we have incorporated
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by reference. The nodel rule requires that there be one account
representative for each budget unit, and if a source has nore

t han one budget unit, then the one account representative needs
to cover all of the ones at that source. Because this is an
interstate system the integrity of the currency is necessary to
carry across state lines and, therefore, it was -- the USEPA was
requiring states that wanted to participate in the programthen
to either incorporate the programby reference or to adopt rules
that | ooked exactly like the programthat USEPA had included in
t he Federal Register.

W felt that for these adnministrative parts of the program
where there was no flexibility allowed in the programif you were
going to participate in it, then incorporations by reference were
the nost efficient neans of making sure that we did not differ
fromthe USEPA except in those areas where flexibility was
provi ded.

Account representatives nust establish a conpliance account
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for each unit that is subject to this program They may
establish an overdraft account for a source that has nore than
one unit that is subject to the program And then anybody can
establish a general account. This neans that a broker, for
exanpl e, who wants to trade NOx enissions could establish a
general account. The broker woul d not have a conpliance account
or an overdraft account, but they could have a general account.
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The American Lung Association woul d probably have a genera
account. States will have general accounts. USEPA will need to
give states the allowances that the states allocate to sources or
to units and those will go into state's general accounts.

(The witness placing new slide on projector.)

MS. BASSI: In the trading systemthe all owances nmay be
used first in the year for which they are allocated. Allowances
will be allocated three years in advance. So in 2003 Illinois
wi Il be naking the allowance allocations to our units for 2006.
Those units will be out there. They will be described and
sources will know how many they have. They may trade themin the
nmeantime, but they may not use themuntil 2006 first. They may
use themin anytime after 2006.

USEPA wi Il establish serial nunbers that go for each
al | onance and the serial nunbers will indicate the year for which

the al |l owances may be used. The all owances have an unlinited



17

18

19

20

21

22

23

24

10

11

12

13

14

15

16

life, which is different fromour Em ssions Reduction Market
System for exanple. So once an allowance is issued until it is
retired, it is out there and may be used. But once it is used,
it isretired. So an allowance may be used only once.

Fl ow control is the mechani smthat USEPA has included in
the nodel rule to address this unlimted lifetime that all owances
are given. Flowcontrol is triggered when the total nunber of
al | onances that are banked, in other words, these are the ones

77

KEEFE REPORTI NG COVPANY
1- 800-244- 0190

that are not eligible yet to be used and the ones that are not
going to be used in a given control year. So they are vintage
al | onances, they are old allowances. Wen the total nunber of
al | onances that are banked exceeds ten percent of the total
nunber of allowances that nay be allocated across the entire
trading systemin a year, then flow control is triggered.

USEPA will do its math and it will determne the ratio of
t he banked al | owances t hat exceeds the ten percent and then apply
that to each unit's bank account. For exanple, if we are in 2006
and flow control has been triggered, all of the allowances that
we have issued to -- or allocated to our units in 2006 nay be
used with no question. Those could be used at a one-for-one
ratio.

Those in their banks, the vintage all owances that they have
not used in the past, but that are still viable allowances, that

up to the ratio of the banked al |l owances exceeding ten percent
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may al so be withdrawn on a one-for-one basis. Those beyond that
may be withdrawn only on a two-for-one basis. USEPA will figure
this out, but it does affect planning and it does affect how you
deci de which all owances or how a unit night deci de which
all owances it wants to use first.

USEPA wi || use what is called the first-in-first-out nethod
of wi thdraw ng all owances from sources banks. So the ol dest
al l onances are the ones that it would withdraw first for
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conpl i ance purposes or whatever. However, an account
representative can designate to USEPA that it wants a specific
all onance withdrawmn. So if for sonme reason it is 2006 and there
is an allowance -- and the source has an allowance that is a 2006
vintage, but it also has sone 2004 vi ntage al | owances, USEPA
would normal Iy first use the 2004 vintage all owance before it
woul d take out the 2006 all owance. The account representative
can say, ho, | want you to take the 2006 allowance first. So
account representatives can designate which ones are to go. |If
they do not, then USEPA will take the ol dest ones first.

One other thing about flow control. |In the nodel rule flow
control is supposed to start in 2004, which is the second year of
the program At the sane tinme or at a tine very close to when
USEPA adopted the nodel rule in 1998, it al so nade findi ngs under

Section 126 of the Clean Air Act in response to a nunber of
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petitions that were filed by states because they were -- well,
for various reasons. But these petitions were filed in
connection with this same programthat we are dealing with now.
In January of 2000, USEPA anended Part 97, which is the
federal -- if USEPA inplenents the trading program that is the
programthat they will inplenment, which is codified at Part 97 of
40 CFR.  In these anendnents in January of 2000 they indicate
that flow control will not start until 2005, the second year of
the program And it is not clear -- they did not anend Part 96
79
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so the assunption is that flow control still starts in 2004 under
Part 96.

(The witness placing new slide on projector.)

MS. BASSI: Higibility for allowances. In our proposed
rule, we have relied on heat input and em ssions rate to
determine a unit's eligibility to receive all owances.

Determ nation of the heat input is consistent with 40 CFR Part
75. This is provided for in our rule at Section 217.762 (b).

And we have adopted what we call a nodified FIP approach, which
is what | described here in the second red dot under heat input.

In the nodi fied FIP approach, we will average the two
hi ghest years of the three years prior to the year in which we
nmake the allocations to determ ne what the all owances wll Dbe.
USEPA relied only on the year's operation in the year prior to

the year in which it nade the allowances. An exanple helps a
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whole lot. If we are going to issue allowances for 2008, we
woul d make those allocations in 2005. Under our scenario what we
woul d do is look back to the unit's operations in 2004, 2003 and
2002. Wi chever of those two years between 2002 and 2004, that
the unit operated the nost or had the highest heat input, we
woul d take the two highest and average them and that would be
the basis for -- that would be the heat input that we would apply
to determine eligibility for allowances.

| amnot sure why we call it the nodified FIP anynore, but
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we do. This is an approach that USEPA incidentally adopted in
these amendnents to Part 97. So we nust have included it in
comments and they |liked them One of the reasons why we did this
i s because operations at a unit are not necessarily the same from
year-to-year. What this does is helps to even out those
operations. |If a unit happened to have sone kind of a
mal function or it shut down or it was a cold summer, or any
nunber of reasons why the unit night not have operated to its
nore normal capacity, what this does is not penalize the unit for
that. It also, then, helps to put all of the units that are
subject to this rulemaking on a nore level playing field in that
sense.

For the Appendix F EGQUs, they will have the allowances that

are listed in Appendix F in 2003, 2004 and 2005. And then also
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we have |isted what part of their allowance allocation will be in

2006 through 2009. There are colums that | can't tell you the

names of at the noment, but there are colums in Appendix F that

i ndi cate what the actual allowance allocations to those units

will be in those years.

The flexible -- that's called the fixed portion of our

al  onance allocation. The flexible portion of our allowance

al l ocation are based on heat input using the nodified FIP plus

are applied to a rate of 0.15 pounds of NOx per mllion btu. So

what we do is nmultiply that average heat input tines 0.15 pounds
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per million btu and divide by 2000 and we get a nunber of
al | ownances that the source or the unit would be eligible to
receive.

(The witness placing new slide on projector.)

M5. BASSI: Al other EGJs, in other words, all those EGUs
that are not listed in Appendix F, will have -- will have a rate
applied to the heat input that is the nore stringent of 0.15
pounds per mllion btu or its pernmtted rate, but never nore
stringent than the rate of 0.055 pounds per mllion btu. W
established this floor for determining eligibility for all owances
because many of the newer sources that we have coming into this
program are subject to BACT or perhaps even LAER

BACT is Best Available Control Technol ogy, and it applies

for sources that are subject to the prevention of significant
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deterioration program

LAER neans Lowest Avail able Emi ssion Rate, which is
applicable to sources that are |l ocated in the Metro-East
nonattai nment area that emit NOX. They are subject to New Source
Revi ew.

VWhat we have found that at least at this point in tine when
a unit has BACT or LAER applied to it, it is really -- the
em ssion rate that -- its actual emission rate is going to be
very, very low. Because we have an oversubscription to our
budget cap, units will have to actually operate probably at a
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rate that is nore stringent than is used to determne eligibility
for allowances. So even though we are applying a rate of 0.15,

it is probable that many units will be operating -- actually
operating at a rate that is nore stringent than 0.15 in order to
conply.

By having the floor for these newer units in here, what it
does is it helps to prevent themfrom being -- when we issue the
al | onances or when we allocate the allowances, we will end up
having to prorate them W have nore tons of NOx out there than
there are allowances available. So we will have to prorate the
al | onances that we give out. Wat this does is provide a bit of
cushion or buffer for these new sources that have a very, very

| ow enission rate, and so that they will not have to operate at a
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rate that is lower than what is actually in their permt or
per haps won't have to. This provision is not included in the
nodel trading rule. The nodel trading rule determnes al

al |l onances on a basis of 0.15.

(The witness placing new slide on projector.)

MS. BASSI: The nodel trading rule includes a new source
set-aside and so did we. The new source set aside is found in
Section 217.768. This is for -- a new source under this
particular programis one that commenced operation on or after
January 1st, 1995. Section 9.9 of the Environnmental Protection

Act limts our new source set-aside to five percent of the total
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em ssi ons budget for EGJUs. So that neans that all of the new
units or all of those units that commenced operation after -- or

on or after January 1st, 1995, wll have all owances issued to
themonly fromthis new source set-aside. Qur em ssions cap for
EGJs is 30,701 all owances or tons of NOx in the control period.
Five percent of that is | believe 1,535. It is right around
there. And this nmeans that all of those new units, a decade's
worth by the end of 2005, of new units, mnust get their allowances
from-- any allowances they get fromus will cone fromthat 1,535
al l ownances that will be available for themevery year.

course, they may go on the nmarket to trade and buy them

el sewhere. But that is what woul d be issued by the state.

Begi nning in 2006 we reduce the news source set-aside to
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two percent of the total budget. The two percent was a nunber
that we arrived at after many neetings, based on the idea that
the decade -- the long decade is over from which sources have --
we have a whole -- there shouldn't be as many new sources at that
point intime. At least that was the thought at that tine.

(The witness placing new slide on projector.)

MS. BASSI: Beginning in 2007 any all owances issued from
t he new source set-aside that do not go to new sources will go
into the Agency's general account. And when we have accunul at ed
a nunber that is equal to three percent of the budget cap or the
capped al | owances, then any all owances beyond that nunber that
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are not issued to new sources will be returned to the sources
from whom we took the new source set-aside. So in other words,
sources that are existing at that time or considered existing
sources at that tinme would have all owances returned to themif
there are any left over after having i ssued themto new sources.
One thing | don't have laid out really in the new source
set-aside part is how we would i ssue all owances to the new
sources. New sources would have to apply to the Agency each year
by March 1st for allowances fromthe new source set-aside. They
woul d have to denonstrate how many al |l owances they are eligible
for and then we would verify that and announce by April 1st how

many al | onances we woul d i ssue to those new sources. The federa
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rule -- | amsorry -- the nodel rule provides that a source, a
new source nmay apply for allowances and may tie themup into the
future.

Qur rule is different fromthat. W are requiring new
sources to cone in every year and reapply and then we will
prorate the nunber of -- we will prorate the allowances to these
new sources. W expect there to be an oversubscription to the
new source set-aside and that's one of the reasons why we
approached it this way. W felt that this was -- that everyone
who applied ought to get sone all owances. They probably will not
get 100 percent of what they would Iike or what they m ght need,
but they will all get some all owances from us.
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Then under the nodel rule it is nore like a
first-cone-first-served basis, that they issue all owances from
the new source set-aside. So there could be some new sources who
woul d never be issued all owances by the state.

(The wi tness placing new slide on projector.)

M5. BASSI: CQur allocation nethodol ogy some have descri bed
as conplex. This is in Section 217.764, and it is different from
how USEPA has included it in the nodel rule. W have taken what
we call a fixed flex approach. 1In 2003 and 2005 we have
set-aside five percent of the total budget for new units and the
bal ance goes to the sources that are listed in Appendix F or the

units that are listed in Appendix F. This is our 100 percent
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fixed all owance allocation nethodol ogy. In 2006 we began the
fixed and the flexible portion of it. |In 2006 and thereafter we
have set-aside two percent for new sources. The bal ance then
goes to sources that are considered existing at the tinme. New
sources will roll into the existing category four years after
they commence operation. So Appendix F units are considered
existing fromday one, but new EGUs will start -- be considering
exi sting conmencing in 2006.

To address this, what we have done in 2006 and 2007, 80
percent of the initial allocation to Appendix F units is given to
them-- and this is also listed in Appendi x F, exactly what they

woul d be getting in those years.
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(The witness placing new slide on projector.)
MS. BASSI: In an effort to place these newer now existing

EGUs in the sanme position or as close to the sane position as the
Appendi x F EGUs, fromthe remai ning 20 percent of the flexible
portion of the nunber of allowances that we have avail able, we
will either issue or prorate those all owances to the newer

exi sting, now existing EGQJs, based on 80 percent of their heat
input. So we are giving 80 percent of the fixed allocation to

t he Appendi x F sources and 80 percent of the heat input or the

al | onances based on heat input to the new existing EGUs. |If

there is any left over after we have distributed that 80 percent,
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then it will be prorated anong all of the existing EGJs based on
heat input and the eligibility for all owances that | described
earlier. GCkay. That's the flexible portion.

In 2008 and 2009 the fixed portion is 50 percent. So the
Appendi x F units will be get 50 percent of their initia
all ocation, which is also listed in Appendix F. The newer
existing units will have -- they will get the first allowances
out of the flexible portion of our total cap or total allowances.
And that will be based on half of their heat input during the
appl i cabl e years, and then the renmainder will be prorated anong
all of the existing EGUs based on their heat input.

In 2010 and thereafter, our allocations will be based
totally on heat input and the applicable enission rate applied,
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and then it is considered 100 percent flexible. And that's the
point intinme when it reflects the nodel rule. USEPA went to the
totally based on heat input in 2003, and we waited until 2010 or
we are proposing to wait until 2010. One purpose of this was to
accommodat e a kind of phasing. Early on in this whole process we
had advocated that phasing into this programwoul d be
appropriate, and this is one attenpt at phasing in.

(The witness placing new slide on projector.)

MS. BASSI: USEPA in the nodel rule -- actually, USEPA in
the SIP Call itself, at section -- at 40 CFR, Section 51.121 (e)

(3) provides for a Conpliance Suppl ement Pool. The USEPA
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devel oped this Conpliance Suppl ement Pool to address potenti al
reliability issues that had been raised at the tinme the SIP Cal
was bei ng proposed and al so to encourage early reductions. They
all owed -- the conpliance supplenent -- participation in the
Conpl i ance Suppl enent Pool is one of those options that is for
the state to use and Illinois has opted -- or in our proposal we
are opting to use this.

If states do choose to use the Conpliance Suppl enent Poo
then there are three options that the states may choose fromto
do this. One is early reduction credits. One is going through a
public process to deternm ne the need for conpliance extension
So if for sone reason the unit felt it was not going to be able
to conply by 2003, it could go through a public process, say it
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needs these additional allowances issued to it to cover the
excess em ssions that it nmight have during that period, or sone
conbi nati on of the above. Qur proposal relies only on early
reduction credits and does not rely on the public process at all
that is there.

(The witness placing new slide on projector.)

M5. BASSI: The total nunber of allowances that are
avai |l abl e across the entire SIP Call domain is 200,000. The
200, 000 al | owances nmay be used only in 2003 and 2004. But

renenber that in 2004 under Part 96 flow control applies. So if
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the total nunber of allowances that are banked in 2004 exceeds
ten percent of the allocations that may be nmade that yearly, |
bel i eve absent the Conpliance Suppl enent Pool that flow contro
woul d apply.

Any al | owances not used by the end of 2004 will be retired.
Any al | owances not distributed under the Conpliance Suppl enent
Pool by May 1st, 2003 will be retired. So this is a very linted
wi ndow for use of the Conpliance Supplenent Pool. The reductions
that -- under the nodel rule the reductions that are eligible for
real reduction credits nust have occurred in 2000, 2001 or 2003.
However, the state nust have its SIP approved before early
reduction credits will be considered valid by USEPA.

Si nce our SIP has not been approved prior to the 2000
control period, then early reductions that have occurred during
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this summrer will not be eligible for early reduction credit. W
expect to have our -- we hope to have our SIP approved before the
begi nning of the 2002 -- no, the 2001 control period. Therefore,
we expect applicability for early reduction credits to be in 2001
and in 2002.

(The witness placing new slide on projector.)

MS. BASSI: As | said, our proposal relies on early
reduction credit only that may be earned in 2001 or 2002. W
have proposed in Subpart Wto reserve at |east 15,261 of our

total nunber of allowances under the Conpliance Suppl ement Poo
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for EGUs. We have worded it in our proposal to say at least this
many will be available for EGQUs. The reason why we have put it
this way, there are a nunber of -- | think 17,688 was the | ast
nunber of Conpliance Suppl erent Pool allowances that may be
available to the Illinois sources. W reserved the |ast group of
them the balance fromthe 15,261 for non EGJs. But those that
are not used by non EGUs woul d be available to the EGJUs for use.

That is why it says at |east.

The credits -- the early reduction credits will be earned
on the difference between 30 percent between -- | amsorry.
Excuse ne

The credits will be based on the difference between

achi eving em ssions that are 30 percent bel ow applicabl e

requi renents, and those applicable requirenments would be
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permtted requirenments or Clean Air Act requirenents or whatever
applicable requirenments there mght be for a unit and what it
actual ly achieves. So, in other words, it would have to achieve
arate that was at | east 30 percent below to barely qualify to
earn early reduction credits, and then would have to go bel ow
that, and it is the difference between that 30 percent and the
actual em ssions.

Not nore than 7,630 of the early reduction credits will be

distributed for reductions that are made in 2001, and we wll
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distribute those pro rata if necessary. The balance will be
distributed in 2002. And if there are early reduction credits
that are not used in 2001, those will also carry over to 2002.
W will announce to a source or to a unit the nunber of
conpliance -- early reduction credits that it will get by the
next ozone season so that it knows.

(The witness placing new slide on projector.)

MS. BASSI: W provide in there by when they nust apply and
by when we will make the announcenent of how many al |l owances t hat
they are getting or that we would give them

(The witness placing new slide on projector.)

MS. BASSI: The last portion of ny testinony goes into sone
detail into the incorporations by reference. This has not really
been | aid out anywhere in our testinony | think before. There
have been sone questions about this. W have incorporation -- we
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have proposed incorporation by reference of Subpart D, which
covers conpliance certification. Units are to certify -- the
account representative for units are to certify conpliance by
Novenber 30th of each year. They may identify the serial nunbers
of allowances that are to be deducted for conpliance. And the
certification that they nmust make nust be based nerely on
reasonabl e i nquiry.

Subpart Gis al so proposed to be incorporated by reference,

and it covers allowance transfers. These are the nechani cs of
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directing USEPA to transfer allowances and it tells how the USEPA
will act, howit will record those all owances and
first-in-first-out and so forth.

(The witness placing new slide on projector.)

MS. BASSI: W propose to incorporate Subpart H and Part
96. Subpart H covers nonitoring and reporting. It requires
conpliance with 40 CFR, Part 75, Subpart H It requires
noni toring mass NOx em ssions, requires conpliance with
nonitoring requirenments by May 1, 2002. W have not specifically
noted the date of May 1, 2002 in our proposal. It is included in
this incorporation by reference. And basically our thought was
that all of the EGJ that are subject to Subpart Ware conplying
with Part 75 al ready.

It requires obtaining approval from USEPA and Il1inois EPA
prior to relying on any kind of an alternative nonitoring system
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Part 75 does provide for alternatives and there is a process that
sources may go through in order to have -- to avail sone
alternative nonitoring systemas a petition to USEPA. It also
requi res substitution for mssing data, as provided in Part 75.
(The witness placing new slide on projector.)
MS. BASSI: W also have proposed to incorporate specific
sections of Part 96 by reference. |n sone instances we have

repeat ed portions of those sections in our proposal as well.
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Section 96.1 covers the purpose of the federal NOx trading
pr ogr am

Section 96.2 contains definitions and we have included some
of those definitions specifically in our proposal. For exanple,
a control period is defined in 96.2 and we have al so proposed
that for inclusion in Part 211

Section 96.3 contai ns neasurenents, abbreviations, acronyns
and sone of those are also specifically included in our proposal

(The witness placing new slide on projector.)

MS. BASSI: Section 96.5 is the retired unit exenption
Units that are permanently retired that are budget units are not
subject to the requirenents of the proposal. Once they are
permanently retired they cannot receive allowance all ocations
ei ther.

Section 96.6 includes standard requirenents that we have
included | believe in Section 217.756, so this one we have
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i ncluded for the purpose of conpl eteness to make our rules sound
alittle nore conplete. Yet we have al so incorporated this
section by reference. Wiat we have proposed is consistent with
what we have proposed to incorporate by reference.

(The witness placing new slide on projector.)

MS. BASSI: Section 96.7 addresses the conputation of tine.
96. 50 addresses the NOx al | owance tracking systemaccounts. This

is the one that describes the nature and function of the
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conpliance overdraft and general accounts. It tells who may have
t hem and what you have to do with them

Section 96.51 requires that account representatives
establish these accounts and al so provi des how soneone coul d
establ i sh a general account.

96. 52 covers the responsibility of the NOx tracking system
account representative. |In other words, there are a nunber of
things that an account representative must do and they are
spelled out in this particular section in the Federal Register or
in the CFR

(The witness placing new slide on projector.)

M5. BASSI: Section 96.53 addresses how USEPA will record
al l onances. Again, this is the first-in-first-out, unless the
account representative specifies the serial nunber.

Section 96.54 covers conpliance, including for excess
em ssions. Excess enissions are those -- that's the termthat
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the nodel rule uses for those em ssions that a unit may have that
go beyond what USEPA can withdraw fromthe unit's conpliance or
overdraft account. |f there are excess em ssions, then USEPA
will withdraw three tinmes the nunber of allowance for each excess
em ssion -- each ton of excess emission that there are in future
year allowances. So if you have -- if you are short the nunber

of all owances in your account by the end of the reconciliation
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by, say, ten allowances, the USEPA will take 30 fromfuture
al | onances.

Section 96.55 (a) covers banking and 96.55 (b) covers flow

control

(The witness placing new slide on projector.)

M5. BASSI: And this is ny |ast one here. Section 96.56
addresses account error. |f USEPA discovers there has been an

error in an account on its sole discretion it can correct that
error. It will notify the account representative of the unit, I
believe, within ten days or so of the correction that it has
nmade.

Also, and | don't have the section witten down. There is
a section in there that allows account representatives to al so
address USEPA if they believe there have been errors. So it is
kind of Iike the appeal process that exists.

Section 96.57 allows for the closing of general accounts
and then we al so propose to incorporate by reference 40 CFR, Part
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72, 75 and 76 that address nonitoring and the cal cul ati on of nass
NOx emi ssi on.

That's all | have.

HEARI NG OFFI CER GLENN: Thank you, Ms. Bassi. D d you want
it admit her outline at all?

M5. KROACK: |If you would Iike.

HEARI NG OFFI CER GLENN: Ckay. Wy don't we, just for
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consi st ency.

M5. KROACK: Sure. | will subnmit a copy of the overheads
into the record. Thank you.

HEARI NG OFFI CER GLENN: W will admit a copy of Ms. Bassi's
outline as Exhibit 26

(Wher eupon sai d docunent was duly marked for purposes of

identification as Hearing Exhibit 26 and admitted into

evidence as of this date.)

HEARI NG OFFI CER GLENN:  Ckay. Ms. Kroack, who do you have
next ?

M5. KROACK: Richard Forbes.

HEARI NG OFFI CER GLENN: Al right. Thank you. M. Forbes,
I will go ahead and admit your prefiled testinony as Exhi bit
Number 27.

(Wher eupon sai d docunent was duly marked for purposes of

identification as Hearing Exhibit 27 and admtted into

evidence as of this date.)
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HEARI NG OFFI CER GLENN:  You may begi n.

MR FORBES: Good afternoon. M/ nane is R chard Forbes. |
amt he Manager of the Qzone Regulatory Unit in the Air Quality
Pl anni ng Section, the Bureau of Air. | have worked for the
Agency for sonme 28 years. | have been in the Air Programfor

about 20 years.
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In ny testinony today, | amgoing to add just a little bit
nore to what | have prefiled. | amgoing to talk a little bit
about NOx emni ssions budgets to clarify a couple of points that we
have been asked on several occasions. So we thought it would be
well to maybe address those couple of points in the testinony.

(The witness placing new slide on projector.)

MR FORBES: The USEPA has based their NOx control plan on
est abl i shing base wi de or state-w de em ssion budgets for each of
the 23 jurisdictions in the NOx SIP Call domain. GCenerally the
concept is to establish a current base year em ssion | evel and
t hen project base year em ssions to 2007, incorporating al
currently existing control prograns, such as Acid Rain or NOX
RACT. This defines the 2007 base NOx enissions |level. The NOX
SIP Call controls are then applied to the 2007 base NOx emni ssion
to define the 2007 budget NOx em ssions, which are regul ated
within the NOx SIP Call itself

(The witness placing new slide on projector.)

MR FORBES: Initially USEPA relied on the OTAG i hventory
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to develop their NOx SIP Call em ssion budgets. Initially the
base year was 1990, and USEPA relied on OTAG grow h factors to
project the 1990 enissions to 2007 base em ssions. The budgets
covered all source categories within the state and these
categories included stationary source EGQUs, stationary source non

EQJs, area sources, and on-road and of f-road nobil e sources.
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(The witness placing new slide on projector.)

MR FORBES: During the | ast several years USEPA has
solicited input on the inventory that is used to develop the
em ssi ons budgets through a nunber of comrent periods. Beginning
with the NOx SIP Call notice of proposed rul enaki ng on Novenber
7th, 1997, USEPA offered comment periods resulting in revised
budgets on May 11th, 1998; Cctober 27th, 1999; May 14th, 1999;
and March 2nd, 2000.

Il'linois EPA staff have revi ewed each USEPA inventory and
budget and provi ded a substantial nunber of coments to the USEPA
on the Illinois inventory, including comments being filed on
March 9th, 1998; January 2nd, 1999; February 19th, 1999; March
23rd, 1999, and Septenber 23rd, 1999. Illinois EPA al so worked
wi th individual sources to obtain the relevant data, assisted
themin reviewing the information and identifying any inventory
corrections that were needed. The majority of coments nmade by
IIlinois EPA were incorporated into the USEPA final inventory.

(The witness placing new slide on projector.)
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MR FORBES: After evaluating all of the inventory comrents
and meki ng i nventory revisions, the USEPA conpleted its final NOX
em ssi ons budget and published it in the Federal Register on
March 2nd, 2000. The final USEPA em ssions budget is based on a

base year of 1996 for EGQUs, and 1995 for all other source
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categories. The NOx SIP Call controls apply to |arge EGJUs, |arge
non EGQJs, large cenent kilns and large |I.C Engines, although
this source category was remanded by a Federal Appeals Court back
to the USEPA for reconsideration. The control level for large
EGJs is 0.15 pounds per nmillion btu. For non EGJUs it is a 60
percent reduction in NOx emi ssions. For cenent kilns it is a 30
percent reduction in NOx enmissions. For |I.C Engines the
pre-remanded control was a 90 percent reduction in NOx em ssions.

(The witness placing new slide on projector.)

MR, FORBES: The USEPA cal cul ati on procedure is represented
by these equations. That is the equations that are shown on this
slide, which is entitled NOx SIP Call Budget, continued. The
| arge EGU budget is determ ned by growi ng the 1996 seasonal heat
i nput to 2007 seasonal heat input using USEPA's IPMor Integrated
Pl anni ng Model growth rate for Illinois, which is eight percent,
then multiplying that heat input by the control |evel of 0.15
pounds per mllion btu and dividing by the conversion factor of
2000 pounds per ton to obtain the budget em ssions and tons per
control period for each EQU
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For |large non EGQUs, cenent kilns, and I.C Engines, the
calculation procedure is to nultiply the 1995 seasonal em ssions
by the 1995 to 2007 growth factor, then multiply by the quantity
of one mnus the control level. Al other source budgets are

based on taking the 1995 seasonal NOx emi ssions and nul tiplying
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them by their 1995 to 2007 growth factor to obtain the 2007 base
and budget emi ssions.

(The witness placing new slide on projector.)

MR FORBES: The final state-w de USEPA 2007 budget
em ssions for Illinois, as contained in their technical anmendnent
of March 2nd, 2000, which is published at 65 Federal Register
11222, is summarized in this table. The total state-w de budget
em ssions are 270,560 tons. The specific budget for the EGJs is
32,372 tons, with the budget for the large EGJs subject to this
rul emaki ng in 30,701 tons.

In particular, we have had a nunber of people ask us about
the 30, 701 nunber. They can find 32,372 printed in the Federa
Regi ster but nowhere can you find 30,701. Again, that represents
t he budget em ssions for |arge EGUs using the procedure | have
just described. W obtained a file actually fromthe USEPA st aff
that identified the large and the small EGUs in this category,
and we did check, in fact, to be sure that their cal cul ations
were correct, and they are. W agreed with the 30,701 tons as
bei ng the budget represented by the EPA cal cul ati on procedure.
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So we wanted to clarify that because many people could not find
that, the | arge EGU budget nunber. And hopefully this clarifies
where that came from

Then the renmai ning sectors are, as | said, the budgets for
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each individual category as printed in that final Federal
Regi ster of March 2nd.

That concl udes ny testinony.

HEARI NG OFFI CER GLENN:  Thank you, M. Forbes.

M5. KROACK: | would like to subnmit a copy of the overheads
into the record.

HEARI NG OFFI CER GLENN: A copy of the overheads used by M.
Forbes will be admtted as Exhi bit Number 28.

(Wher eupon sai d docunent was duly marked for purposes of

identification as Hearing Exhibit 28 and admtted into

evidence as of this date.)

HEARI NG OFFI CER GLENN:  Let's go off the record for just a
nonment, pl ease.

(Discussion off the record.)

HEARI NG OFFI CER GLENN: W woul d like to take a five mnute
break here and reconvene at about 4:22. And then at that time we
will open the floor up to questions of the Agency by nmenbers of
the audience. W would like to limt today's questions to those
of you who will not be able to attend the hearing tonorrow. |
know sone people have flight plans and things like that. So if
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t he people that ask questions today could only be the people that
will not be here tonorrow, we would really appreciate it. W
wi Il reconvene at 4:22. Thank you.

(Wher eupon a short recess was taken.)
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HEARI NG OFFI CER GLENN: Al right. W are back on the
record.

VWhat we would like to do is start with questions from
people who will not be able to be here tonorrow. Incidentally,
we will be starting tomorrow at 9:00 in this room

So is there anyone here that needs to testify and | eave?
O excuse ne. Needs to ask questions and | eave? Ch, boy.
Everyone is going to be here tonorrow. Geat. Ckay. Let's open
it up then to everybody.

What we could like to do is if you have questions, please
rai se your hand and I will acknow edge you and then if you will
step up to the podium state your nanme and who you represent, if
anyone, and then you can ask your questi ons.

Al right. Wwo wuld like to start?

MR RIESER | wll.

HEARI NG OFFI CER GLENN:  Ckay. M. Rieser, thank you.

MR RIESER | have a whol e series of questions so is the
best way to do this is just to |let ne keep going until --

HEARI NG OFFI CER GLENN:  Yes, and we will interject if we
would like to ask a followup, if that is all right.
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MR R ESER Al right.
HEARI NG OFFI CER GLENN:  Then, if you would, just for the

record state your nane, please.
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MR RIESER Thank you. M nane is David Rieser, fromthe
law firmof Ross & Hardies. | amhere on behalf of Amreren

| guess | have general questions first and then nore
specific ones as we go along. The first question | think goes to
M. Lawer. | assune the Agency will answer as a panel and the
person to whomis best to address.

I think the first question goes to M. Law er. Based on
your testinony and M. Kaleel's testinony, | think | could
summarize it sinply which is that this proposal is intended to do
three things, as you testified, address the attainnent strategies
for the Metro-East and for Lake M chigan and to neet the NOx SIP
Call, correct?

MR LAWER That's correct.

MR RIESER If it were not for the NOx SIP Call, would the
standard that you applied be the 0.15 standard or would it,
instead, be the 0.25 if all you were trying to do is neet the
attai nnent denonstrations for Lake M chi gan and Metro- East?

MR LAW.ER  For the Metro-East, the 0.25 pounds per
million btulimt is good, and so that is what we would be
proposi ng for the Metro-East.

For Chicago, | think that Rob nentioned in his testinony,
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the 0.25 right nowis very close. And we are not in a position
where we have to nake that decision right now So given where

the nmodeling is, |I don't know whether we would go with a 0.25 or
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not for Metro-East. But since we need the NOx SIP Call anyway,
it says we need a .15 limt or the equivalent of a .15 linmt.

MR RIESER Ckay. Has Illinois evaluated whether the 0.25
standard woul d al so be appropriate for protection of transport
i ssues, again, absent the NOx SIP Call

MR LAWER Can | get a clarification? Are you asking
have we done that?

MR R ESER  Yes.

MR LAWER W have not done a nodeling anal ysis oursel ves
to I ook at what our nodeling would show. W contribute for
transport to some of the eastern states. EPA had done sone of
that work in the SIP Call work analysis that they did, but we
haven't.

MR RIESER Has the State of Illinois -- the Illinois EPA
| shoul d say, independently evaluated the cost of achieving the
0.25 standard as opposed to the cost of achieving the 0.15
st andar d?

MR FORBES: No, as far as | know we have not eval uated
that alternative.

M5. KROACK: M. Forbes, to be clear, you nean the 0.25
pounds per mllion btu?
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MR FORBES: That's correct.

MR RIESER So you don't have -- there is no information
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that you have to present to the Board about the increnental cost

di fference between those two standards; is that correct?

MR FORBES: There is no cost information that we have done

ourselves. | think EPA -- | recall seeing different increnental
control levels and cost information as provided as part of the
SIP Call.

MR R ESER | believe in your testinony, M. Forbes, you
had a cost figure, a cost per ton figure of about $1,500.00 per
ton; is that correct?

MR FORBES: Right. | think that was our estinate

MR RIESER kay. That's for the cost of achieving the
0. 15 standard?

MR FORBES: Yes.

MR RIESER Ckay. On what is that based?

MR FORBES: Well, it is based on a nunber of different
factors, |ooking at what was avail able, and we have contro
equi pent, trying to estinmate who woul d be buyers, who woul d be
sellers. W included trading as an option and trying to rmake
estinmates the best we could as to what the cost to conply with
the .15 |l evel woul d be.

MR Rl ESER What were the universal sources that you

considered in arriving at that estinate?
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MR FORBES: Well, we considered the Illinois utilities,

EGQJs, large EGJs that we believe would be controlled by the NOX
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SIP Call.

MR RIESER D d those include both the existing EGJs and
your projection of new EGJ?

MR FORBES: | believe it only included those existing EGU
units at the tine that we did the anal ysis.

MR RIESER It is correct, isn't it, that the USEPA
provided an estimate of what it considered to be a highly
cost-effective control strategy inits NOx SIP Call and on that
basis -- that was one of the basis on which you justified the
0.15 nunber; is that correct?

MR FORBES: Yes.

MR RIESER Are you aware whether Illinois costs, based on
low -- | amsorry. That nunber was based on an eval uati on of al
of the units, EGJ in the groups of states that were subject to
the SIP Call?

MR FORBES: Correct.

MR RIESER Are you aware whether the Illinois costs are
hi gher or lower than those projected by the USEPA?

MR FORBES: Ofhand | don't renenber what those --
specifically if the Illinois costs were higher than the costs
that the USEPA utilized involving units that they considered.
think by the end result the cost effectiveness val ues were very
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simlar, so | amsure they would be in the sane range, but they
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probably woul d not be identical

MR RIESER  You testified right at the end on the budget,
the way the Illinois budget was derived. It is accurate, isn't
it, that the USEPA s eval uation for budgets for each of the
states is also being challenged in the DC Circuit Court of
Appeal s; is that correct?

M5. KROACK: | amsorry. M. R eser, are you asking himto
comrent on what is included in the court case?

MR RIESER Well, | amasking specifically whether the
USEPA' s nunber is -- on budgets, on which the Illinois nunber is
based, is being chall enged.

M5. KRQACK: I n which case?

MR RIESER The case that is in the DC Grcuit Court of
Appeals. It is up for decision in Septenber or Cctober

M5. KROACK: | amjust going to have interject here,
because I amnot sure which case you are referring to. Wat we
call the NOx SIP Call case, and | don't have the site in front of
me, but | can get it in a nonent. M chigan versus EPA

MR RIESER It is the Appal achia Power versus USEPA t hat
deals directly with the budget issue.

M5. KROACK: | don't really think that this would be
appropriate for M. Forbes to answer. | amsorry. He is not
conpletely aware of what is in that case or what the
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ram fications of it are.
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MR RIESER |Is there any provision in the regulation -- |
will throwit out generally -- if the budget nunbers changed as a
result of the court case for nodifying the nunbers that are in
t he regul ati on?

MS. BASSI: Yes, there is a provision for that.

MR R ESER Ckay. How would that work?

MS. BASSI: Wat we have -- we have based the proposal on
the 30,701 all owances that are available for this sector right
now. And in there we have -- and | can't tell you exactly where
it isin the proposal at this noment. But the proposal allows
for the budget to be reduced or to be increased by a nunber of
factors. And the budget could be reduced or increased by opting
in, by opting out, or by some change in the federal -- in the
federal requirenments. And | now have a site. This is at 217.760
(c). It says, if the USEPA adjusts the total base EGU trading
budget for any reason, the Agency will adjust the budget pro
rata.

MR R ESER |f that happens, and you have just described
t he Agency adjustnent, would that be a subject of another
proposed rule to the Pollution Control Board or what woul d be the
procedure for notifying people of the fact of that change and
all owi ng any conmment, if necessary?

MS. BASSI: | believe that this Subsection 760 (c) allows
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us to do that adjustnent on a pro rata basis. Many of the things
that we will be doing under this rule are pro rata. Qur purpose
or our intent with Section 217.760 (c¢) was that we not have to
cone back to the Board to nake that adjustnent. As you know,

rul emaki ngs take tine and to interpret this subsection to allow
us to do this just, you know, under the authority that is granted
here, would be nuch nore -- nuch quicker and rmuch nore beneficia
to the units than would the -- the end.

MR RIESER  Wat process woul d you use to advise the units
of the end, that this change was occurring?

M5. BASSI: W have not devel oped a specific process. That
woul d be an Agency process and, if necessary, ny assunption is we
woul d do Agency rul es that woul d address how t hat woul d be done.
As it is, units can be -- allowances can be issued only in
whol es, you know, a whol e allowance, not fractions of an
al l onance. And we do apply the nornmal roundi ng conventions in
here. So at sone point -- | mean, absent an Agency rul e that
woul d be very specific and say that we apply rounding and so
forth, that is what we would do. It would be pro rata

MR RIESER  You woul d envi sion sone process where either
through the Illinois Register or some type of state-w de
publication you woul d publish these changes so that sources and
anyone el se involved in the process woul d have notice of these
changes on a state-wi de sane tinme basis?

109

KEEFE REPORTI NG COVPANY
1-800-244- 0190



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

MS. BASSI: That's a possibility. It is not sonething that
we have addressed or proposed yet. There are many, you know,
potential ways to do this, other than through the Illinois
Regi ster, as well.

MR R ESER M. Forbes, | amgoing to cone back to you on
the issue of the budget. One of the things that are used -- that
was used by the United States EPA in cal cul ati ng the budget was
sonething referred to as the growh factor, correct?

MR FORBES. Right.

MR RIESER |Is the growh factor that was used by the
USEPA consistent with the current conditions in the State of
Il'linois for electrical generating capacity?

MR FORBES: Well, I will answer that question this way.
The EPA had a very conplicated economc nodel that it relied upon
to predict the outconme of the deregulation of the electric
utility industry. | think everyone -- every state agency and
every source had comments and feelings regarding the assunptions
and met hodol ogy that they used to run their nodel. W comented
feeling that eight percent was |low. W provided our conments to
the -- the Illinois EPA provided its coments to the USEPA. The
EPA considered all of the conments and in concl usion stayed with
their original set of assunptions.

| think the way they described it, they believed that that
represented all of the balance of the changes that they expected
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to occur in the utility industry, including growh as well as

shut downs and other things affected by deregulation. It appears
that to us, | guess, at this point that eight percent was | ow and
probably still is lowin our mnds. However, that is the fina

growh rate that was allowed by USEPA for their budget
conpilations and stayed with that.

MR RIESER Ckay. 1Isn't it accurate that the current

capacity presently in Illinois exceeds the USEPA s predictions
for 20077
MR FORBES: | don't really know what those nunbers are.

think we could, you know, answer that in comments. But | don't
have that information at this point to be able to answer that.

MR RIESER  Thank you. Maybe this is a followup to M.
Bassi's discussion on the budget nunbers if there is a change in
t hose budget nunbers in the future. But what happens if
i mpl enentation of the entire SIP Call is delayed either because
it is overturned at the federal level or the other states around
I1linois don't adopt their SIPs? Wat happens then?

M5. BASSI: Both in Section 9.9 of the Act and then quoted
in our proposal is a provision that requires that the other
states in region five that are subject to the SIP Call and our
nei ghbors, that would be M ssouri and Kentucky, who are subject
to the SIP Call, have approved SIPs or have FIPS acted upon by
USEPA by May 1, 2003, before the rule would be inplenented in
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II'linois or conpliance would be required in Illinois.

If those -- if any of those conditions should occur after
May 1st of 2003, then the rule would not be inplenented in
I[Ilinois until the following -- until the cal endar year follow ng
when those conditions had been nmet. That's one of the reasons
why in the rule, for exanple, in the allocation nethodol ogy
section, we have what happens in 2006, what happens in 2007, and
then in parenthesis | believe after that we have, or the fourth
year of the program or the fifth year, or so forth. So the
whol e thing would slide to those years. W believe that the
rule, as proposed, addresses that slide. It mght be alittle
nore conplicated to figure it out, but it is there

MR RIESER How will --

M5. KROACK: Just one nonent. M. Bassi, when you said the
states that are our neighbors that are affected by the NOx SIP
Call, you said Mssouri --

MS. BASSI: And Kentucky.

M5. KROACK: -- and Kentucky. Do you nean |ndiana and
Kent ucky?

MS. BASSI: No. Indiana is part of Region 5. Those states
that are in Region 5 that affected by the SIP Call plus our
nei ghbors, whi ch woul d be Kentucky and M ssouri and are affected
by the SIP Call.

M5. KROACK: But Mssouri is not currently affected by the
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SIP Call.

M5. BASSI: Onh, that is true. Mssouri has been remanded.
| amsorry. | thought you were aimng at Kentucky. | was
conf used.

MR RIESER How will sources in the general public know
t he changes and the dates they are occurring?

MS. BASSI: Sources in the general public?

MR R ESER | nean how wi |l people know that these dates
that are being set in this regulation are changi ng? Again, what
will be the process for advising people that there is going to be
a change in these conpliance dates?

M5. BASSI: | amnot sure that the general public is going
to know or follows this anyway. The regulated public certainly
follows it and they are going to know. A fornmal process, if
necessary, could be addressed in an Agency rule. | amnot sure
that a formal process would be necessary in this particular
i nstance because these are all going to be the subject of forma
publications by USEPA and the Federal Register. The Federa
Regi ster has, you know, as nuch standing with the general public
or the regulated public as the Illinois Register

MR RIESER You talked a little bit about, Ms. Bassi, in

your testinony about the permit process, and you described, to

some extent, how the permt process would work. It is accurate
that the NOx enmission permt, if youwill, will be a portion of
113
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the permt that a source already has; is that correct.

M5. BASSI: That's correct.

MR RIESER Ckay. |Is there language in the regulation
t he proposed regul ati on, that says that specifically?

M5. BASSI: No, | don't believe that there is |anguage that
says that specifically. | believe we have addressed that in a
coupl e of other nonregul atory heari ngs.

MR RIESER Wuld it be accurate to say al so that the
portion of the pernmt that constituted the NOx emi ssion permt is
subject to all of the sane procedural requirenents and procedura
limtations of the permit to which it is attached?

M5. BASSI: Yes.

MR RIESER Wuld, for exanple, if a source had a Title 5
permit, would the application for the NOx permt that we tal ked
about in these proposed rules be a nodification of that Title 5
permt?

Ms BASSI: |If the source were already issued a
Title 5 permt?

MR R ESER Either way. Well, yes, if the source was
issued a Title 5 permt.

M5. BASSI: | think technically it would be a nodification

MR RIESER Wuld you have to file the Title 5
nodi fication procedures in order to obtain the NOx SIP permt?

M5. BASSI: | will let Chris answer that.

114

KEEFE REPORTI NG COVPANY
1-800- 244- 0190



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

MR ROVAI NE:  Yes.

MR RIESER |If the source did not yet have a Title 5
permit, would this have to follow the revisions that the sources
are -- the procedures the sources are filing for revising their
application?

MR ROVAINE: | believe so, but could you clarify what
particul ar aspects of those procedures you are sort of alluding
to?

MR RIESER Well, whatever procedures you are using for
when sources are revising the applications that are with the
Agency for Title 5 sources for which the pernmits have not been
i ssued.

MR ROVAINE: | think the answer is yes. | would not
expect those to be particularly conplex, given that the
provi sions dealing with the NOx budget are self-standing. They
don't really tie into other requirenents of the pernit.

MR RIESER  Thank you.

M5. BASSI: | would like to add to that. Even though there
m ght be a requirenment to revise the application for a Title 5
permit, there is a requirenent that they have an active permt
that requires conpliance with Subpart W So if the Title 5
permt had not yet been issued, even though it was a Title 5
source, | think there would need to be a FESOP issued to the
source that was active and operating, FESCP reflecting the
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requi renents of this program

MR RIESER Gkay. Thank you. Wth respect to
enforcenent, there are several provisions in the rule that dea
with enforcenent issues. Excuse ne while | find the specific
| anguage. | believe it is 754 (f). No, it is 756 (f). It is
756 (f)(5). It states the account representative of a budget EGQU
t hat has excess emi ssions in any control period shall (a),
surrender the allowances as required for deduction under 40 CFR
Section 96.54 (e)(1) and (b), pay any fine, penalty or assessnent
or conply with any other renedy inposed under 40 CFR 96.54 (d)(3)
and the Act. Do you see where | anf

M5. BASSI: Unh-huh

MR RIESER kay. M question is, does this nmean that
when it says that the account representative shall pay any fine,
and that's a statenent in the regulation and also |I believe is
intended to be a condition in the permt, that they have no
ability to challenge any fine or that the other provisions of
enf orcenent under the Act don't apply?

M5. BASSI: No, this is -- what this is neant to do, is to
establish that there is an surrendering of allowances at a rate
of three-to-one, as | explained earlier. And that in addition
any normal, in quotes, enforcenent action nust also -- could al so
occur. |f that does occur, then the surrendering of allowances

does not excuse the paynent of a fine or penalty or whatever.
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MR RIESER Ckay. So it is really nore accurate to say
that that account representative is subject to any fine or
penalty inmposed, but not that they have to pay it, correct?

M5. BASSI: Yes.

MR RIESER Now, when you say the account representative
shall pay any fine, is the account representative individually
liable for fines and penalties or is that sonmething that goes
solely to the source?

M5. BASSI: | don't believe that the intention is that the
account representative, as an individual, human being, is
personally liable. But the nodel rule essentially is using the
account representative in the stead of or to stand for the
sources or the units that are subject to the program The
account representative is the individual with whomthe
adm nistrators of the trading programor the state will have the
relationship with and it is being used in that nore generic
sense.

MR RIESER So in this case the account representative is
literally the representative of the source and not individually
responsi bl e except for, | assune, falsification or something that
that person actually does?

MS. BASSI: Right. He has to certify -- he or she has to
give certain certifications that, you know, whatever liability

attached with certifications that are nade falsely would go to
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t he individual as opposed to the source.

MR, RIESER  Focusing on the issue of surrendering of
al l onances, if the NOx permt is incorporated into a |arger
permit, say a Title 5 permt, would the surrender of allowances
constitute a permt nodification?

MS. BASSI: This is -- the entire transactions involving
the issuance or the allocation of allowances and then the
surrendering of allowances, both for conpliance purposes and for
excess em ssions purposes is technically considered a
nodi fication of the permit and our rules provide that this wll
occur without further action. So we do not have to open up the
permit. It is just a function that the pernmt has provided for
and, therefore, each one is technically considered a change to
the permt.

The permt, though, unlike in our ERM5 the Em ssion
Reduction Market System will not specify the nunber of
al l onances that are being issued to a unit at any given time. 1In
the ERVS system | believe it says you will have -- you know, this
source will have this many all owances and it has the baseline and
then go fromthere. This will not say that or anything close to
that. So that is another reason why the condition in the permt
or this portion of the permt is considered to be nodified but
not a physical reopening and public noticing every tinme this

occurs.
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MR RIESER So the permt itself won't specify a |evel of
al | oned em ssions?

MS. BASSI: The permt nmay include the traditiona
em ssions limtations or emssions rate or other limtations on
operation that occur outside of this programor outside of these
requi renents. Those still apply to the unit. The budget permt
or the portion of the source's pernt that is at -- that requires
conpliance with this particular programw ||l not specify an
em ssions limt necessarily or a rate, an em ssions rate. It
will sinply require conpliance with this program

MR RIESER Wat will the permt permt the unit to do?

MS. BASSI: The permt will require the unit to have
al | onances equal to the nunber of tons of NOx that it emts
during the control period, and then to surrender those. | assume
to surrender those all owances.

MR RIESER Then it would be accurate to say that it would
have -- it would allow the unit to emt the nunber of tons that
are allowed by this other process, this USEPA trading process
that is being set up by --

M5. BASSI: No, | don't think it would allow. Because what
this programdoes is require an allowance for each ton emtted
Even t hough we have a cap of 30,701 tons, essentially, an
em ssions cap, there is nothing to prevent units in Illinois from

purchasi ng al l owances fromunits outside of Illinois, which means
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that the actual emissions in Illinois could be greater than that.
So when you say it allows themto do that, it allows themto
participate in the trading program |t does not necessarily
all ow or disallow how nmany tons the unit emts, other than it
requi res an allowance per ton emtted.

MR RIESER | assume the EPA -- that you all have not
witten the |anguage of what this pernmt will say or ook Iike?

MS. BASSI: No.

MR RIESER Is that correct?

M5. BASSI: Yes, that is correct.

MR RIESER kay. Thank you. It is going to get alittle
| ess organi zed from here on because | took down sone questions as
the testinony came out. Wth respect to the early reduction
credits, | believe the state is not going to advise the units of
how many credits that will be available until My of the contro
period; is that correct?

MS. BASSI: That's what the rule provides, yes.

MR RIESER Wat is the basis for the May date when the
state will have the information as of Novenmber 30th of the year
bef ore?

M5. BASSI: W will have to go through a process of
verifying the nunber of reductions that each account

representative has applied for. Then we will have to distribute
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a -- other than that, there is no reason. There is no particular

reason. Many other things will be occurring during this sane
time period.

MR R ESER Isn't that sane process of verifying, isn't
t hat what goes on during the nonth between the end of the contro
period, Septenber 30th, to the time from-- well, two nonths at
the time when the USEPA nmakes its decisions as to overal
al | onances avail abl e?

MS. BASSI: Wuld you say that again, please

MR RIESER Let ne rephrase it. Does the USEPA do that
same task of verifying and then reassigning during a two nonth
period at the end of the control period?

MS. BASSI: Are you tal king about reconciliation period?

MR R ESER  Yes.

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

MS. BASSI: The USEPA is not assigning allowances. Wat it
is doing is checking math and then deducting all owances. Wat we
are doing is going through a process of verifying and then
i ssuing allocations, notifying not only the source but the USEPA
It seens |ike there are sone additional steps involved for us to
perform

MR RIESER Ckay.

MS. BASSI: But you are right, there is a two-nonth tine
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for sources to conply.

MR RIESER  Again, | amgoing to be skipping around. For
the opt-out, through the opt-out provision of 754, and
specifically 754 (c)(4), when a low enitter opts-out, then its
al | onances di sappear out of the budget; is that correct?

MS. BASSI: What happens is the budget -- if the | ow
emtter that is opting out has ever been issued allowances by the
state, then the nunber of tons that it takes in its cap, in the
FESOP that allows it to opt-out, must be deducted from our
em ssi ons budget.

MR RIESER And why is that?

M5. BASSI: Because | -- because this is what is in the
nodel rule. And I think the rationale behind that is because
these are -- these are sources or units that had been included in
t he baseline and, therefore, they are being counted for in that
way. They were assumed to be large units that would be
contributing or emitting underneath the cap, so they reduced that
fromthe cap. Wereas with newunits, if a new unit has never
been -- or a unit that has never received all owances fromthe
Agency takes that |low emtter status then it is considered a
smal |l EQJ fromthe beginning.

MR RIESER Let's assune that this unit that is opting out
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happens to the seven tons of allowances that they had?
MS. BASSI: They stay in the budget, and so -- renenber
al so that our budget is a floating -- | want to say a floating
budget. It is a budget that is being constantly redivided. At

the time that those particular -- if the unit was issued

al | onances for 2006 and it opted out in 2005, then | woul d assune
that those seven allowances remain with the account
representative in, say, a general account or an overdraft

account .

MR R ESER Ckay. |If a unit opts in -- conversely, if a
unit opts in, where do the all owances for that unit cone from

MS. BASSI: The allowances for that unit are nmade up

(Laughter.)

MR RIESER Wiere do the --

MS. BASSI: The units that would be opting into the program
woul d have been accounted for in the small EGQJ or in the other
EQU or non EGQU portion of the state-wi de budget. So what is
happeni ng is those all owances or those em ssions are being nore
specifically identified and accounted for and then that unit
woul d al so be capped and it noves those em ssions fromthat
br oader state-w de budget into the capped portion of our

em ssi ons budget.
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guote, existing units? |In other words, they are units that are
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already in existence since 1995.

M5. BASSI: Yes.

MR RIESER  For which the state has a nunber assigned for
their em ssions and they are now opting into the programfor sone
reason?

MS. BASSI: They are opting into the capped trading portion
You know, they want to participate in trading.

MR RIESER So these are not -- so opt-in units are not,
guote, new units? They are correctly existing units?

M5. BASSI: Correct.

MR RIESER  Excuse ne just a minute, please. | think I
just have a couple nore questions, which is the worse thing a
| awyer can say, because they always have nore than a coupl e nore.

MS. BASSI: It is just like the dentist and his drill.

(Laughter.)

MR RIESER That's right. Thank you, Ms. Bassi.

(Laughter.)

MR RIESER Wat was the basis for the decision to use the
fast-track process in this set up?

MS. BASSI: The proposal is subject to sanctions and the

fast-track rulemaking is applicable to rules that nust be
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sancti ons.
MR RIESER Has the fast-track process been used
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previously for addressing SIP revisions?

M5. BASSI: Yes.

MR Rl ESER Ms. Hearing Oficer, rather than ne standing
up here and flipping through ny copy of the regul ation and taking
everyone else's tine, | guess | would like to stop at this point
but reserve the right, if there is sonmething specific in the
regul ations that I have not witten down, to cone back and ask
some nore questions or if something is triggered by something,

li ke a question that sonebody el se has.

HEARI NG OFFI CER GLENN.  Certainly, M. Rieser

MR RIESER | would Iike to stop at this tine, but reserve
the right to come back and ask further questions.

HEARI NG OFFI CER GLENN:  You are always wel cone to cone
back.

MR RIESER  Thank you very mnuch.

HEARI NG OFFI CER GLENN: | believe Dr. Flemal would like to
ask a question right now.

BOARD MEMBER FLEMAL: Yes. M. R eser gave ne an opportune
nmonent there to junp in on this question. For the record, what
is it about this proposal that nakes it appropriate to be doing

this as a 28.5? Can we get that on record fromany or all over
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M5. KROACK: Basically I really -- | would direct the
Board's attention to the |anguage at 28.5. But, in essence, we
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woul d say that this is a rul emaking required under the dean Air
Act to be adopted, and failure to adopt would subject us to
sanctions. The reference to sanctions appear throughout the SIP
Call .

The USEPA has al ready promnul gated a proposed FIP, which
they we will go final if we fail to neet the deadline. There is
sone play in that deadline. They have tied this to dean Air Act
requi renent. They had a SIP Call under Section 110 (a)(2)(b).

So those are the only two elenents that Section 28.5 requires and
both of those elenments are present here.

This is a SIP revision like other SIP revisions. Cdean Ar
Act requires that we address downwi nd affects and the USEPA used
that provision to pronulgate a SIP Call. And because of the
ot her two purposes for which we are proposing this rul emaki ng,
the attai nnment denonstrations, those are also, quote, SIP
revi sions under a different section of 100 of which we are
required to make a SIP subnmittal to the USEPA

BOARD MEMBER FLEMAL: |s there anything in the Agency's
m nd that causes this rulemaking to be different from other

rul emaki ngs that have proceeded previously under 28.57
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M5, KROACK: W don't see any.
HEARI NG OFFI CER GLENN:  kay. Thanks, Dr. Flemal. Anyone
el se?
Yes, sir, the gentleman in the navy coat, please cone
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forward. Please state your nanme and the organi zation that you
represent.

MR RODRI GUEZ: Good evening. For the record, | am Gabri el
Rodriguez with the law firmof Schiff, Hardin & Waite. | amhere
for Dynegy. | just have a couple of points that | wanted to
clarify. The first has to do with Exhibit Nunber 28. M.
Forbes, this was your exhibit.

MR FORBES: Yes.

MR RODRIGUEZ: In fact, it was the |ast page of that
exhi bit.

MR FORBES: Yes.

MR RODRIGUEZ: It was the one entitled Final Illinois
State-wi de NOx Budget. |In particular, | wanted to ask you about
the 32,372 tons per season that are conprised as budget for EGUs
inlllinois. And the specific question goes to what happens to
the 1,671 tons as snall EGJ are retired? Do those go back pro
rata into the budget for everyone else for the | arge EGJs?

MR FORBES: No. They are actually -- what we are talking
about is for trading purposes it is 30,701. So the small units

are not part of that trading in the budget.
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MR RODRIGUEZ: And that is because that cap is federally
i nposed?
MR, FORBES: Yes, and because it is the federal trading
programand it is centering on the |arge EGJs.
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MR RODRIGUEZ: GCkay. And you had indicated that there was
a docunent, and | amnot sure it was -- has it been nade a part
of the record that breaks down where the 30,000 and the 1,600
wer e broken out?

MR FORBES: | nentioned a conmputer file that we had
received fromthe USEPA. | don't believe that is directly part
of the record. The 32,372 is part of the record. That is
contained in the March 2nd, 2000 SIP Call

MR RODRIGQUEZ: That's correct. That is in the SIP Call,

the 32,000. | was just wondering how the nunber had been parsed
in two.

MR FORBES: Well, it actually goes back to the
nmet hodol ogy. | nean, if you are wanting to know how that was

divided, it depends on the definition of a large EGU that we have
descri bed before. Those units which are identifiable that are
subject to 0.15 pounds per million btu limtation apply to the
2007 input using the eight percent growh factor from 1996 to
2007. That's the identified units, and that's how the EPA

calcul ated the 30,701. The renmaining units, the small EGQJs are
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also identified in that database. They are not subject to a .15
limtation. They are sinply -- the em ssions are grown to 2007
at whatever their emssion rate is.
MR RODRIGUEZ: So then the Agency is viewing the 30,701 as
being a federally inposed nunber, a federally inposed cap for
128

KEEFE REPORTI NG COVPANY
1-800-244- 0190

trading purposes if the State opts for the tradi ng progran?

MR FORBES: Yes.

MR RODRIGUEZ: The second area that | wanted to tal k about
really I think had to do with Ms. Bassi's testinony. | believe
you had indicated that when there were del ays caused by -- or
that the inplenentation date is del ayed because ot her states,
nei ghboring states or region five states were delayed in
i mpl enenting their prograns that we would have a slide of dates
inlllinois. That is not true with respect to the section that
deals with early reduction credits. | was wondering why that is
so. Section 217.770, which deals with early reduction credits,

t hi nk Subpart E tal ks about what happens in the event of del ays,
and it only reaches back for two years in the event of delay. So
that if the programis del ayed one year and it does not get

i mpl enented until 2004 you can reach back into the 2003, 2002
control seasons but not 2001. So that any kind of reductions
achi eved in 2001 presunably are not available for early reduction
credit. |s there any reason why that is true?

M5. BASSI: Because we were sliding, if you will, the



20

21

22

23

24

10

11

12

13

14

15

16

17

18

programto conport with the reductions or to conport with an

i mpl ement ation date, we just envisioned the entire program

sliding. Since the current proposal allows for only two years of

early -- two years of eligibility to develop or to nake early

reduction credits or earn early reduction credits, then the two
129

KEEFE REPORTI NG COVPANY
1- 800- 244- 0190

years -- we were just keeping it at two years. Presunably,
though, if a source reduced its em ssions in 2001 and 2002, the
same reductions -- it would be continuing with those sane
reductions in 2003 or 2004. |In other words, if --

MR RODRIGUEZ: | think it is for controls that are put in
place in a particular season, if | recall the wording of the --

M5. BASSI: No. Wll, the intent here is that if a source
reduces its em ssions by whatever neans to nore than 30 percent
bel ow applicable requirenents, then that difference is eligible
for early reduction credits. So this is not a rule that requires
certain controls or any controls to be put in place.

MR RODRIGUEZ: So just to make clear, the Agency, then
woul d consi der any reductions that woul d be achieved in 2001
woul d be available for early reduction regardl ess of what the
wording of the rule is currently, that if you achieve a reduction
in 2001 those woul d be available for early reduction credit
regardl ess of when the programgoes into effect?

MS. BASSI: No. Wiat we nean is that if the program-- if
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i mpl enentation of the programis delayed until 2004, then the
years during which early reduction credits could be earned woul d
be 2002 and 2003, two years, and sinply because right now the
proposal allows for two years during which units may earn early
reduction credits.
MR RODRIGUEZ: You are saying that the federal -- that the
130
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USEPA is mandating that it be limted to two years?

MS. BASSI: No, | amnot saying that at all. | am saying
that is what our proposal has.

MR RODRIGUEZ: Well, okay, so that if in Illinois
everybody starts inplenenting their reductions in 2001, 2002, but
other states are delaying it, pushing out our inplenentation
date, all those early reduction credits are not going to be
avail able; is that --

MS. BASSI: That's the way our proposal is witten at
nmorrent .

MR RODRIGUEZ: That's the policy? And that is not because
it is required by the federal program is that correct?

M5. BASSI: That's correct.

MR RODRI GUEZ: Xkay.

MS. BASSI: It was witten this way sinply because of the
slide of the whole program

MR RODRI GUEZ: Ckay.

MS. BASSI: And just to make things a little clearer, if |
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can, the slide or a delay in the inplenentation date of this
programis dependent upon whet her USEPA approves a SIP or
impl enents a FIP. It does not rely on when another state
i mpl enents its program
MR RODRI GUEZ: Un-huh. But still -- but that delay is

somet hing that is outside of everybody in the State of II1inois?
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M5. BASSI: That's correct.
MR RODRIGUEZ: kay. So it is -- okay. | think that's
all. Thanks. | don't have anything nore.
HEARI NG OFFI CER GLENN:  Thank you, M. Rodriguez. | think

what we will do nowis recess until tonorrow norning at 9:00.
Before we do that, there are a few housekeeping things. One is |
need to adnmit Chris Romaine's prefiled testinony as the fina
exhibit of the day. That's Exhibit Nunber 29.

(Wher eupon sai d docunent was duly marked for purposes of

identification as Hearing Exhibit 29 and admtted into

evi dence as of this date.)

HEARI NG OFFI CER GLENN:  Before we continue, M. Rieser, you
have a question?

MR RIESER Yes. Just one nore quick question. This is
just a followup on M. Rodriguez's questions about 9.9 and the
i npact of the SIP Call slide, if you will.

The thing that slides is conpliance with the NOx SIP Cal |
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correct? The state would still have to nmeet its attainnment
strategy; is that correct?

MR LAWER That's correct.

MR RIESER So if the NOx SIP Call were overturned
sonetinme in the next couple of years, the | EPA woul d have to cone
back to the Board with another set of regulations to nmeet the
attai nnment strategies for Metro-East and Lake M chi gan?
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MR LAWER To answer that question we would have to know
where we stood in two years.

MR R ESER Right.

MR LAWER But we could cone back to the Board at that
point with another proposal if that is what we needed to address
the attai nment denonstration

MR, RIESER  Understandi ng you don't know where you are
going to stand in two years, would it be the intention of the
Agency to cone back to the Board with a separate proposal if the
NOx SIP Call is overturned?

MR LAWER \Well, again, it is a what-if down the road.
So that rmakes it hard to answer, but that would be an option that
woul d be available to us at that tine if we needed to do that.
We certainly could cone back to the Board at that point.

MR RESER Wuld it be the Agency's interpretation that
the -- that if in the event that the NOx SIP Call is overturned

by the Supreme Court, that the -- that these regulations that you
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are proposing in Subpart Wwould then be ineffective and woul d
not be a control programthat could be legally applied to sources
in the state?

M5. KROACK: | amactually going to object. That calls for
a legal conclusion that M. Lawler is not qualified to nmake, but

we will be happy to address that in witten coments.

MR R ESER Ckay. | appreciate that. But the next
133
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questi on woul d be whether the -- naybe this is also a | ega
conclusion -- whether the Subpart Wis ineffective because the

SIP Call has been overturned, or other reasons, as stated by 9.9,
whet her the state woul d have to i medi ately propose a different
attai nnent strategy to have appropriate control neasures to neet
its attainment strategy responsibilities for Lake M chigan and
Met r o- East ?

M5. KROACK: | think there is a portion of that question
that calls for a I egal conclusion as to the technical concl usion
about what m ght be necessary to denonstrate attainnent. | think
M. Kal eel addressed that in his testinony, but he can restate
that for you now.

MR RIESER No, | think you did address that. Thank you
very mnuch.

BOARD MEMBER FLEMAL: Maybe this is not the proper panel to

ask this question. Maybe | will have to get M. Ri eser under
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oath to answer it. But perhaps sonmebody could enlighten ne at

| east personally as to what the appeal status of the NOx SIP Cal

i's under what -- where does that stand?
M5. KROACK: | can give you the information that we have.
As far as we know, there has been a notion for -- | don't know

what the notion is entitled right now W don't actually have a
copy of it. It is essentially asking the court to clarify a

portion of one of the previous notions that the petitioner's
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viewed that the appellate court had not ruled onit. It was ny
understanding that is still pending. As far as any appeals to

the Suprene Court, as far as we know none have yet been fil ed.

BOARD MEMBER FLEMAL: Is it still possible to nake those --
we are tal king about M chigan versus USEPA

MR MJRRAY: | believe the filing date for cert is
Sept enber 21st.

HEARI NG OFFI CER GLENN:  Thank you, sir. Wuld you nmind to
gi ve your nane?

MR MJRRAY: WIlliam Mirray, Cty of Springfield.

BOARD MEMBER FLEMAL: Thank you all

HEARI NG OFFI CER GLENN: Ms. Kroack, is there anything el se
you would like to say before we wap up for the afternoon?

M5, KROACK: No. | think that perhaps we mght have a
little bit nore information for you on the Supreme Court question

tonorrow, but the panel wants to talk about it. Thanks.
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HEARI NG OFFI CER GLENN:  Thank you. Ckay. Let's see. For
your own information, we have additional copies of the service
lists up front. | believe we ran out earlier. So if you didn't
get one and you would |ike one, please take one. W will have
all of those handouts avail able tonorrow as well. [If you are not
on the notice or service list and would like to be, there is two
sign up sheets in the front at the table.

For those of you who won't be joining us tonorrow, the

135

KEEFE REPORTI NG COVPANY
1- 800- 244- 0190

transcript of the proceedings in this hearing will be avail abl e
on the Board's Wb page. | believe it will be available md to
late next week. W are getting an expedited transcript and then
we will have to let our Wb naster put it on the Wb page. |If
you want a copy of the transcript, it is available on the web nmd
to late next week.

Al right. W wll reconvene tonorrow at 9:00, and I would
like to thank everybody for their attention and attendance today
and thank you for your conments as well. They are very nuch
appr eci at ed.

Are there any questions? Al right. Let's recess unti
tonorrow at 9:00 a.m Have a nice evening.

(Hearing exhibits retained by Hearing O ficer Catherine F

denn.)
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STATE OF ILLINO S )
) SS
COUNTY OF MONTGOVERY)
CERTI FI CATE
I, 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 136 pages conprise a true, conplete and correct
transcript of the proceedings held on the 28th 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 Tradi ng 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.

IN WTNESS WHERECF | have hereunto set ny hand and affi xed
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Regi st ered Prof essi onal Reporter
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