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WRITTEN TESTIMONY OF SANDY ISBELL

This testimony is submittedpursuantto 35 Iii. Adm. Code § 103.205 and the

August21, 2002HearingOfficer Orderenteredin this matter. I, SandyIsbell, beingduly

swornuponoath,stateasfollows:

ProfessionalExperienceand Employment

My nameis SandyIsbell and my businessaddressis 300 Liberty Street,Peoria,

Illinois 61602. I havebeenemployedby the CentralIllinois Light Company(“CILCO”)

for twenty-four(24) years.

I began my employment with CILCO in the Marketing Department. I

subsequentlyheldpositionsasTraffic Administrator,SeniorFuelAdministrator,andFuel

Analyst. I am currently Fuel Analyst/Safety for E.D. Edwards Station (hereafter

“Edwards Station” or “Edwards”). I report to Ron Markel, Material Handling Team

Leader.My primaryresponsibilitiesareto procureall energyproducingfuels (excluding

naturalgas)andthe transportationof thesefuels for EdwardsStation. I haveworkedin

thefuels areafor overseventeen(17) years.

CILCO’s fuel costshavebeensignificantly lower asaresultofthevariancerelief

grantedby thePollution ControlBoard in 1999. CILCO’s fuel costswill continueto be

significantly lower if therelief is grantedon apermanentbasis.

CostSavingsAssociatedwith Variance Operational Flexibility

Prior to the variance, to maintain compliance with the 1.8 lb/mmBtu limit

applicableto Boiler No. 2, CILCO historically purchasedexpensive,low-sulfur coal.

The variancerelief provided CILCO the flexibility to utilize blendedcoal and/ormid-

rangesulfur coals in Boiler No. 2. This flexibility resultedin fuel cost savings and
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promotespurchaseanduseof Illinois coal. Basedon spotmarketprices,CILCO savesa

minimumof $3 million annuallythroughlower fuel costs. Evenusingvery conservative

estimatesof fuel cost savingsbasedon historical and potential contractprices,CILCO

savesa minimum of $1,298,111annually. CILCO also combustscoal from the Exxon

Mine in Illinois. Absentthe variancerelief, CILCO would not be ableto purchasethis

Illinois coal.

CILCO also saves “administrative” costs as a result of the variancerelief. In

additionto the actualfuel costpenalty in burningonly low-sulfurcoal in Boiler No. 2,

thereare increasedancillary costs associatedwith exclusive useof low-sulfur coal in

Boiler No. 2. Theseancillary costs include higheroperatingcosts due to the needto

maintain separatecoal stockpilesfor only low-sulfur coal (active andreserve),and the

costsof separatecoal handling equipmentfor the low-sulfur coal. In addition, thereare

increasedcostsassociatedwith negotiatingandmonitoringcoalsupplyandtransportation

contractsfor thelow-sulfur coal.

CILCO also savesmoneythroughgreateruseof Boiler No. 2 which is a more

efficientboiler. The 1998netheatratesforthethreeboilersare:

Boiler No. 1 = 10,643Btu/kwh
Boiler No. 2= 9,806Btulkwh
Boiler No. 3 = 9,862Btu/kwh

Thelower theheatrate,themoreefficienttheboiler. This meansit takeslesscoal

in a moreefficientboiler to producethe samekilowatt hours in a less efficientboiler.

While the difference in heat rate betweenthe three boilers may seemsmall, on an

annualizedbasis,Boiler No. 2’s lower heatrate translatesinto significantsavings. For

example,producing1.25 x 1 ~ kilowatt hoursin eachboilerwould require:
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608,421tonsof coalin Boiler No. 1
560,573tonsof coalin Boiler No. 2
563,775tonsofcoalin Boiler No. 3

Thus, producingthe sameamountof energyrequires47,848moretonsof coalin

Boiler No. 1 thanin Boiler No. 2, and 3,202 more tons of coal in Boiler No. 3 than in

Boiler No. 2. Assumingthe sametype of coal wasburnedin eachboilerat $28.00per

ton, the savingsfrom using Boiler No. 2 over Boiler No. 3 would be $89,656. The

savingsfrom usingBoilerNo. 2 overBoiler No. 1 wouldbe$1,339,744.

Thebenefitsof using amoreefficientboilercan also be illustratedby looking at

thekilowatt hoursproducedin eachboiler from the sameamountof coal.Boiler No. 2

will producemore kilowatt hours than Boiler No. 1 or 3 from the same amount and

heatingvalueof coal, i.e. 10,900Btu/lb. On anannualbasis,Boiler No. 2 canproduce

significantly morekilowatt hoursfrom thesameamountofcoal.

For example,combusting1 million tons of the samecoal in eachboilerwould

producethefollowing kilowatt hours:

BoilerNo. 1 2.O5xlO9kwh
Boiler No. 2 2.23 x io~kwh
Boiler No. 3 2.21 x iü~kwh

Thus,theuseofthemoreefficientBoiler No. 2 wouldproduce12.6 x i05 (i.e.

12.6 million kilowatt hours) more kilowatt hours from the sameamountof coal than

Boiler No. 3.

Prior to the variance,Boiler No. 2 had thehighestgeneratingcostbecauseofthe

highercostfor low-sulfurcoalneededto meetthe 1.8 lb/mmBtulhrSO2emissionlimit.
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Coal Cost SavingsAssociatedwith Operational Flexibility

Referencesin my testimonyto theterm “low-sulfur coal” meanscoalwith a sulfur

contentlow enoughto ensurecompliancewith the 1.8 lb/mmBtuSO2 emissionlimit of §

214.141which appliedto Boiler No. 2 beforeissuanceofthevariance.

Thecost andavailability of low-sulfur coalis critical to developmentofFuel/SO2

Emissionstrategies.Thecostof low-sulfur coalis traditionallyquitehigh, exceeding$26

per tonprior to transportation.CILCO historically purchasedlow-sulfur coal for Boiler

No. 2 from the RendLake CoalMine in SouthernIllinois to ensurecompliancewith the

1.8 lb/mmBtu SO2 emissionlimit under § 214.141.RendLake low-sulfurcoal has not

been availablesincethe year2000. Since this occurred,CILCO has beenunableto

purchaselow-sulfurIllinois coal. Dueto its highersulfurcontent,Illinois coalcurrently

availablein themarketplacecannotbecombustedin Boiler No. 2 in compliancewith the

1.8 lb/nimBtu SO2 emissionlimit imposedby § 214.141. As a result, low-sulfur coal

requirementswouldhaveto bemetfrom coalsourcesoutsideofIllinois.

Although low-sulfur coal is available in severalU.S. locations, due to freight

costs and combustioncharacteristics,it is currently only economically feasible for

CILCO to purchaselow-sulfurcoalfrom SouthernIndiana. Basedon my research,if the

variancewerenot in place,CILCO would currentlypayapproximately$26.49perton for

this coal and an additional $9.56 per ton for transportationfor a total deliveredcost of

$36.05perton.

Basedon the variance,CILCO haseffectivelypursuedfuel strategyscenariosthat

allow CILCO to achievesignificant fuel cost savingsby blending variouscoals along

with the purchaseof SO2 allowancesas needed. In 2001, CILCO implementedthe

following fuel strategy:

5



BOILER 2001 FUEL STRATEGY

BoilerNo. 1 Blend of: 80% Consol RendLakecoal (sulfur contentof 2.4
lb/mmBtu) and 20% ExxonMontereycoal(sulfur contentof
1.77 lb/mrnBtu).

Boiler No. 2 Blend of: 50% Consol Rend Lake coal and 50% Exxon
Montereycoal.

Boiler No. 3 Blend of: 80% Consol Rend Lake coal and 20% Turns
Elkhart coal (sulfur contentof 5.6 lb/mmBtu). In May 2001
this fuel sourcewasswitchedto ablendof 75% ConsolRend
Lakecoaland25%ExxonMontereycoal.

In 2001, the spot market cost for low-sulfur coal rangedfrom approximately

$25.65/tonto $73.96/ton.

In 2002, CILCO has obtained coal from four sources. These fuel sources

guaranteeby contractto providecoalwith sulfur contentrangingfrom 1.2 lb/mnifBtu to

5.9 lb/mni/Btu. Themajority ofcoalpurchasedby CILCO in 2002hascontainedasulfur

contentaveraginggreaterthan 1.91 lb/mmBtu. The averagecost for thesecoalsranges

from $25.65/tonto $43.07/ton.

In 2002,CILCO hasimplementedthefollowing fuel strategy:

BOILER 2001 FUEL STRATEGY

Boiler No. 1 First quartertried 100% Coloradocoal (sulfur contentof 1.2
lb/mniBtu). Subsequentlytried 100% Wabashcoal (sulfur
contentof2.8 lb/mmBtu). Effective 0/1/02100%Turnscoal
(sulfurcontentof5.9 lb/mmBtu.)

BoilerNo. 2 Blendof: 60%Coloradocoal(1.2 lb/mmBtu) and40%Exxon
Montereycoal1(sulfurcontentof 1.77 lb/mmBtu) Effective
9/02 Blend of: 60% Wabash coal (sulfur content 2.8
lb/mmBtu) and40% ExxonMontereycoal (sulfur contentof
1.77 lb/mniBtu.)

BoilerNo. 3 Blend of: 60% Coloradocoal (sulfur content 1.2 lb/mrnBtu)
and 40% Exxon Monterey coal (sulfur content of 1.77
lb/mmBtu.)

‘It shouldbenotedthatExxoncannotguarantee1.77lb/minBtu. Thus,this coalsupplyis not considered

coal that wouldcomplywith the 1.8 lb/mmfltu SO2limit of § 214.141.
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During 2002, the spotmarketcost for low-sulfur coal rangedfrom $45.69/tonto

$52.06/ton.

Without the variance,CILCO would not have beenable to burn the Exxon or

highersulfur coal.

I preparedthe charts below which illustrate the minimum fuel cost savings

associatedwith therelief. Thefiguresin thechartarebasedon:

• An assumedannualpurchaseof294,000tonsof coal; and

• Perton coalcostsbasedon actualpricescurrentlypaidby CILCO andper

ton estimatedcontractpricesfor theclosestsourceoflow-sulfurcoalin SouthernIndiana.

Based on this comparison,it costs CILCO a minimum of $1,298,111 more

annually to fuel Boiler No. 2 with low-sulfurcoal thanit doesto fuel Boiler No. 2 with

blendedcoal.

Coal Type

CostPer Ton
(including 6’,4%
tax and freight)

Total Annual
Fuel Costs

Excess
Fuel Costs

Illinois Mid Sulfur (Exxon) $25.30 $7,455,328 N/A

Indiana Low Sulfur (1.2%) $36.05 $8,753,439 $1,298,111

Thesesavingsare evenmoredramaticwhencomparedto othersourcesof low-

sulfurcoalasillustratedin thechartbelow.

Coal Type

CostPerTon
(including 6’h%
tax and freight)

Total Annual
Fuel Costs

Excess
Fuel Costs

Central Appalachian (1.2
lb/mniBtu)

$47.02 $11,417,107 $3,961,779

Colorado (1.2 lb/mniBtu) $38.06 $10,501,699 $3,046,371
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This fuel costillustration is basedon publishedspot marketprice for theCentral

Appalachiancoalandmy knowledgeregardingcontractpricing for the Coloradocoal at

thetime it wasavailable.

The Illinois EnvironmentalProtectionAgency (IEPA) hashistorically estimated

the potential cost savings in the rangeof $1.5 million. The cost savingsestimatesby

CILCO andIEPA which rely on variouspublishedpricesarebothreasonableapproaches.

However,basedon the actual coal pricesCILCO hasbeenableto negotiatein the past

andthecontractfuel costCILCO expectsto negotiate,theactualcoal costsavingswill be

betweenaminimumof $1,298,111up to $3 million.

I am responsiblefor providingfuel cost information for developmentof an Acid

Rainstrategyfor compliancewith theFederalCleanAir Act. CILCO’s EdwardsStation

is currently allotted22,273SO2 allowancesannually.The costfor additionalallowances

hasrangedfrom $116.00to $220.00sinceJanuary1, 2000.

As illustrated, to date it hasbeencheaperto buy SO2 allowancesand operate

underthetermsofthevariancereliefthanto purchaselow-sulfurcoal. Low-sulfurcoalis

currently very expensiveand supplies are limited. Unless low-sulfur coal becomes

availablein Illinois in reliablequantitiesand quality and at a cost-effectiveprice,which

is unlikely, it will continueto be morecost effective to purchaseSO2 allowancesand

operateEdwardsStationin compliancewith the SO2 emissionlimits establishedby the

variance.

sw;g:\c\cilco\general\airperm\pcb\docs\isbelltest.doc
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WRITTEN TESTIMONY OF MARK DAVIS

This testimonyis submittedpursuantto 35 Ill. Adm. Code § .103.205 and the

August21, 2002 HearingOfficer Orderenteredin this matter. I, Mark Davis,beingduly

swornuponoath,stateasfollows:

Education and Employment

I havebeenemployedby the Central Illinois Light Company(“CILCO”) since

August14, 2000. I amcurrentlyresponsiblefor EnvironmentalServicesandCompliance

for CILCO’s E.D. EdwardsStation. I haveheldthis positionsinceAugust2000. My

responsibilities include developmentand implementation of environmental related

programsandensuringcompliancewith environmentallawsandregulations.

I haveaB.S. degreein GeologicalSciencesfrom BradleyUniversity.

Background

CILCO is anelectric andnaturalgasutility locatedin Central Illinois. CILCO’s

electric production facilities consist of two generatingstations -- the Duck Creek

GeneratingStation nearCanton,Illinois and the E.D. EdwardsStation in Bartonville,

Illinois (“Edwardsor EdwardsStation”). CILCO provideselectric and gasserviceto

approximately172,890 residentialcustomersand to 170 industrial customers.CILCO’s

electricandgasserviceterritory includesmultiple countiesin CentralIllinois.

EdwardsStation is locatedon theIllinois River in thePeoriamajormetropolitan

area. Onehundredthirteen (113) people are employedat EdwardsStation which is

staffedtwenty-four(24) hoursper day, seven(7) daysper week. The EdwardsStation

consists of threeboilers and attendantgeneratingunits (referred to as “Boilers” or

“Units”). All threeUnits are coal fired. Units 1 and 2 dischargethrough a common



stack, 503 feet in height. Unit 3 dischargesthrougha separatestack, also 503 feet in

height. The combustion exhaust gasesfrom all three boilers are ducted through

electrostaticprecipitatorswhich are designedto remove particulate matter prior to

releasingtheexhaustgasesthroughthestacks. In recentyears,CILCO hasinstalledstate

of the art barrierson all threeboilersto reducethe emissionsof nitrogenoxides(NOx);

equipmentcommonly referred to as “low NOx burners.” In addition, CILCO has

installedand is operatingcontinuousemissionmonitoring systems(“CEMS”) on all three

Units which directly measuresulfur dioxide (SO2), NOx, carbondioxide (CO2), and

opacity containedin the exhaustgases. The CEMS are requiredby the federal “Acid

DepositionControl” programdevelopedunder the CleanAir Act (also known asthe

“Acid Rain” regulatoryprogram).

Applicable S02EmissionRegulatory Limits

Boiler Nos. 1 and 3 have historically beensubjectto a sulfur dioxide (SO2)

emissionlimit of 6.6 lb/mmBtu pursuant to 35 Ill. Adm. Code § 2 14.561. Boiler No. 2

has beensubject to a SO2 emissionlimit of 1.8 lb/mniBtu pursuant to 35 Ill. Adm. Code

§ 214.141. Emissions from all three boilers collectively are subject to an overall plant-

wide SO2 emission limit of 34,613lbs/hr establishedto ensureprotection of the National

Ambient Air Quality Standards (“NAAQS”) for SO2 under35 Ill. Adm. Code § 2 14.561.

Thesestandardsaresummarizedin thechartbelow:
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REGULATORY LIMITS ON SO2 EMISSIONS
E.D. EDWARDS STATION

Emission
Unit

Applicable SO2Emission
Limitation

3/20/95Operating
Permit Conditions

Applicable
Regulations

BoilerNo.1 6.6lb/mmBtu l.a. 35IAC~2l4.561
BoilerNo.2 1.8lb/mmBtu l.b. 35IAC~214.14l
Boiler No. 3 6.6 lb/mmBtu l.a. 35 IAC § 214.561
Plantwide 34,613 lbs/hr

24-houraveragebasis None
.

35 IAC § 2 14.561

On April 15, 1999, the Illinois Pollution Control Board (“Board”) enteredan

OrdergrantingCILCO avariance(“variance”) from the1.8 lb/mmBtuSO2 emissionlimit

applicableto Boiler No. 2 for five yearsbeginningJanuary 1, 1999 through July 31,

2003. Undertheconditionsofthevariance,CILCO wasgrantedanaveragestation-wide

SO2emissionlimit of4.71 lb/mmBtuover all threeboilerswith a maximumSO2limit of

6.6 lb/mniBtu for eachboiler. Thevariancefurtherprovidedthat Boiler No. 2 wasnot

requiredto meetthe 1.8 lb/mmBtu SO2emissionlimit establishedby 35 Ill. Adm. Code

§ 214.141. CILCO’s obligation to comply with all other applicable SO2 emission

limitations remainedunchanged.CILCO remainedsubjectto the facility-wide limit of

34,613lbs/hr. SO2for all threeboilersimposedunder35 Ill. Adm. Code§ 214.561.

TheBoard’sOrdergrantingthe variancealso provideda mechanismfor CILCO

to obtain this relief on a permanentbasis. The Orderspecified that CILCO notify the

Illinois EnvironmentalProtectionAgency (“IEPA”) by January31, 2002 if CILCO

decidedto pursuepermanentsite specificrelief consistentwith thevariance. The Order

further requiredCILCO file a petition for such relief with the Boardby February28,

2002.
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By correspondencedatedJanuary25, 2002, CILCO notified IEPA ofits intention

to pursuepermanentsite specific relief from the 1.8 lb/mmBtu SO2 limit of § 214.141.

On February28, 2002, CILCO filed a Petition for Adjusted Standard. Pursuantto the

Board’sOrderof March 21, 2002, and subsequentstatusconferenceswith the Hearing

Officer, CILCO filed a Petition for Site SpecificRulemakingto obtain permanentrelief

consistentwith thevariance.

TheBenefitsof OperationalFlexibility

CILCO initially electedto requestrelief from the1.8 lb/mmBtulimit applicableto

Unit 2 throughaPetition for Varianceafterrecognizingthat relief from the limit would

reducethe economichardshipcausedby purchasingmoreexpensivelow-sulfurcoaland

allow increasedpurchasesof Illinois coal with no adverseimpact to the environment.

Throughits variancepetition, CILCO obtainedan averagestation-wideemissionlimit of

4.71 lb/mmBtu over all threeboilers, not to exceed6.6 lb/mmBtu in any one boiler.

CILCO was thereforeableto increasethe SO2 emissionsfrom Boiler No. 2 by reducing

the SO2 emissionsfrom Boiler Nos. 1 and 3. CILCO’s obligation to comply with all

otherSO2emissionlimitationsremainedunchanged.CILCO hasremainedsubjectto and

in compliancewith the 34,613 lbs/hr SO2 limit imposedon all threeUnits under35 Ill.

Adm. Code § 2 14.561. In fact,asa resultof theoperationalflexibility, CILCO hasbeen

ableto reduceSO2emissionsby approximately20 percent.

In an increasinglycompetitiveindustry,the 1.8 lb/mmBtulimit on SO2 emissions

from Unit 2 put CILCO at acompetitivedisadvantage.Withoutpermanentrelief, CILCO

will onceagainbeat a competitivedisadvantage.Theunreasonablenessof theeconomic

hardshipis underscoredby CILCO’s commitmentto full compliancewith the short-term

hourly emissionlimit applicableto all three boilers. Under the variance,C1LCO has
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continuedto meet the short-termhourly SO2 emissionlimit establishedfor Edwards

Station by 35 IAC §214.561,and actuallyreducedSO2emissionsfrom all threeboilers.

The relief afforded CILCO the ability to achievethis in the most cost-effectiveand

efficientway possible.

Thevariancerelief requestedby CILCO did not result in anysignificantadverse

effectson air quality or increasein allowableSO2 emissionsfrom theplant. Thepurpose

of thevariancewasto provide CILCO with operatingflexibility. The ability to increase

SO2 emissionsfrom Boiler No. 2 and offset those increasedemissionsby reducing

emissionsfrom Boiler Nos. 1 and 3 provided CILCO with the flexibility to utilize

blendedcoal and/ormid-range sulfur coals in Boiler No. 2, which is the most fuel

efficient unit. As anticipated,this flexibility hasresultedin significantfuel costsavings,

reducedoperatingcostsassociatedwith maintaininga separatelow-sulfur coal pile and

coalhandlingequipmentfor Boiler No. 2, and it promotespurchaseand useof Illinois

coal.

Thesebenefitsdid notcomeat an “environmentalcost.”Therewas~ increasein

allowableSO2 emissionsfrom EdwardsStation. As previouslystated,SO2 emissions

actuallydecreasedby approximately20 percent. Under the variance,and under the

proposedsitespecificrulemaking,the34,613lbs/hr.plant-widelimit remainsunchanged.

Modelingofthe air quality effectsresultingfrom theflexibility requestedin thevariance

demonstratedtherewould be no significant adverseair quality impact and theNAAQS

would be fully protectedas a resultof the relief. Specifically, the SO2 emissionrate

establishedby thevarianceandproposedto remainin place,would not, underpredictable

worst caseconditions,causeor contributeto any exceedanceof theprimaryor secondary
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NAAQS for SO2. This fact remainstrue if CILCO obtains the relief grantedin the

varianceon apermanentbasis.

Based on the benefits to CILCO, and the absenceof adverseenvironmental

impact, the Board grantedthe variance. For the samereasons,the relief should be

grantedonasite specificpermanentbasis. Subsequentto theBoard’sOrder,thevariance

was approvedby the United StatesEnvironmentalProtectionAgency as a requestfor

revision of the State ImplementationPlan (“SIP”) and incorporatedinto the approved

Illinois SIP.

Basisfor PermanentSite SpecificRelief

CILCO electedto initially pursue operational flexibility through a varianceunder

Sections35 through38 of theIllinois EnvironmentalProtectionAct (415 ILCS 5/35-38

and35 Ill. Adm. CodePart 104)ratherthan seekpermanentsitespecific relief because

the variables affecting CILCO’s fuel strategy in the year 2000 and beyond (after

implementationoftheAcid RainProgram)couldnotbedeterminedwith certaintyat that

time.

CILCO’s Acid Rain permit was issuedon September23, 1997 and became

effectiveonJanuary1, 2000. UndertheAcid RainProgram,CILCO musteitherlimit its

SO2 emissionsto 18,792tonsperyearorpurchaseadditionalSO2allowancespursuantto

40CFR § 73.10.

While maintainingcompliancewith all regulatory requirements,CILCO must

controlcoststo produceelectricityandbecomeascost-efficientaspossibleorfacelossof

customersand a declining rate base. Becoming “cost competitive” is the key to

succeedingin the market-based,deregulatedelectric power industry. Electric utility

deregulationin Illinois hasconvergedwith nationwideimplementationof the Acid Rain
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Program. This convergencesubjectsCILCO to competingpressures.At the sametime

competitivepressuresassociatedwith utility deregulationrequire CILCO to keepcosts

low, it must expendhigher coststo achieveand maintain the SO2 emissionreductions

requiredundertheAcid RainProgram.

Compliancewith theAcid RainProgramcanbeaccomplishedthroughanumber

ofalternativesandcombinationsof alternatives.Thosealternativesinclude: purchaseof

Acid Rain ProgramSO2 allowances,purchaseof low-sulfurcoal to reduceSO2 emission

duringcombustion,installationofpost-combustionSO2 emissioncontroltechnologyor a

combinationofthesethree.

The strategyselectedby CILCO has beenlargely dependenton the cost and

availability of low-sulfur coalvs. thecostand availability ofallowancesvs. thecosticost

effectivenessofcontroltechnology. To date,controltechnologyhasnotdevelopedto the

point where it is a cost-effectivemeansof achievingcompliancewith the Acid Rain

Program. Compliancesolely throughthepurchaseof low sulfur coal hassimilarly not

beencosteffectivedueto the absenceof a local supplyof this coal and thehigh costto

purchaseit from minesoutsideofIllinois.

As a result,CILCO hasfoundit cost effectiveto rely on thevariancerelief. To

date,CILCO purchasesAcid Rain Allowancesand blends various low and mid-range

sulfur coals. (Seeattachedreportssubmittedto IEPA.) This hasbeenthe most cost-

effectivemeansofachievingcompliancewith theAcid RainProgram.

Determination of Compliance

Compliancewith theapplicable34,613 lbs/hr limit (35 Ill. Adm. Code§ 214.561)

underthe varianceis computedon a daily basis from the averageemissionrateon that

date. Compliancewith permanentsite specific relief would be calculatedin the same
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way. The following calculationwill be usedto verify compliancewith the threeunit

averagelimit of4.71 lb/mmBtu:

(Hl x ER1) + (H2 x ER2) + (H3 x ER3) 4.71 lb/mmBtu
(Hi +H2+H3)

Where: Hi heatinput to Unit 1 (mmBtulhr)
H2 heatinput to Unit 2 (mmBtuThr)
H3 heatinput to Unit 3 (mmBtu/hr)
ER1 = Unit 1 SO2emissionrate(lb/mmBtu)
ER2 Unit 2 SO2emissionrate(lb/mmBtu)
ER3 = Unit 3 SO2emissionrate(lb/mmBtu)

CILCO will alsomonitor SO2 emissionsto ensurecompliancewith all applicable

limits. CEMS datawill verify compliancewith thestation-wideaveragelimit, aswell as

all otherapplicableSO2emissionlimitations. CILCO hasinstalledandis operatingSO2

CEMSon all threeunitspursuantto theAcid RainProgram.

Consistencywith Federal Law

I havereviewedthe potentially applicablefederal regulationsand provisionsof

theCleanAir Act andhavedeterminedthat therequestedrelief, i.e., useofhighersulfur

coalin EdwardsUnit 2, wouldnotbe inconsistentwith any federallaw orregulations.

The operationalchangein utilizing adifferent quality coal in EdwardsUnit 2 is

expresslyexemptfrom applicability oftheNew SourcePerformanceStandards(40 CFR

Part60), eventhoughtherecouldbe an increasein the hourly SO2 emissionrate. The

federal regulationsat 40 CFR § 60.14(e)(4) specifically exclude from the scopeof a

regulated“modification” usesof an alternativefuel or raw material if the facility was

designedto accommodatethat alternativefuel or raw material. EdwardsUnit 2 was

designedto combusthighersulfurcoalandno physicalchangeswill be requiredto do so,

upontheBoard’sgrantoftherequestedrelief.

8



The operationalchangein utilizing a different quality coal in EdwardsUnit 2 is

similarly exempt from the applicability of the federal Prevention of Significant

Deterioration(“PSD”) requirementsset forth at 40 CFR § 52.21(b) through(w), and

administeredby the IEPA pursuantto 40 CFR § 52.735(c). The federal regulationsat

§ 52.21(b)(2)(e)specificallyexcludefrom thescopeofaregulated“modification” usesof

an alternative fuel that the facility was designedto accommodateand which was not

prohibitedunderanyPSDpermit. EdwardsUnit 2 wasdesignedto utilize a higher-sulfur

coal,wasconstructedprior to thePSDpermittingprogramandhasnot otherwisebecome

subjectto thePSDregulations.

The operationalchangein utilizing a different quality coal in EdwardsUnit 2

would not be subjectto the NationalEmissionStandardsfor HazardousAir Pollutants

(40 CFRPart 61), or the NationalEmissionStandardsfor HazardousAir Pollutantsfor

SourceCategories(40CFRPart63).

Theoperationalchangein utilizing a differentquality of coal in EdwardsUnit 2

will not be inconsistent with CILCO’s obligations under the Acid Rain Program,

implementedthrough40 CFRParts72 through78. Grantingtherequestedrelief will not

conflict with CILCO’s obligation to havean operatingpermit which includesthe Acid

Rain requirements,hold sufficient SO2 allowancesfor actual SO2 emissions,operate

CEMS to accuratelymonitorandreport actualSO2 emissionsandprepareandsubmitall

requireddataandreports.

In the 1999varianceproceeding,CILCO submitteda reportentitled “Air Quality

Demonstrationin Support of a Varianceto Burn Higher Sulfur Coal in Unit 2 of the

EdwardsStation” which documentedtheair quality effectsof theproposedchangein the

9



SO2 emission limit for Boiler No. 2. The ambient air quality impact analysesof the

proposedincreasein Unit 2 flexibility demonstratesfull protectionof the primary and

secondaryNAAQS for SO2.

sw;\g:\c\cilco\general’airperm\pcb\docs\davistest.doc
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CILCO Variance Reports to IEPA

Report Date

Semi-AnnualVarianceReport 06/06/02

Semi-AnnualVarianceReport 12/11/01 .
Semi-AnnualVarianceReport 08/20/01

Semi-AnnualVarianceReport 04/27/01

InterimVarianceReport 04/27/01

-I——



“The GlobalPower Company”

June6, 2002

Mr.’Doá Sutton,Supervisor
permitsSection,Bureauof Air
Illinois EnvironmentalProtectionAgency
•1021N. GrandAvenueEast
Springfield,IL 62794-9276

RE: . ABS/CILCO Semi-AnnualVarianceReport

DearMr. Suttcn:

The purposeof this letter is to comply with the semi-annualreporting requirement
specified in the variance,to 35 illinois Administrative Code 214.141, ranted to
AES/CILCO, by the Illinois Pol1u~onControlBoard. Underthe tennsof the ‘~‘ariance,
AES/CILCO must report on the following: (1) thecurrentcost of PhaseU Acid Rain
Program allo*anccs;(2) thecui~rentcost of low sulfur coal; and (3) a discussionof the
availabilityof allowancesandlow suifarcoal. This semi-annualreportcov~rstheperiod
•D~ember2001 throughMay 2002.

~potMarket Costof Acid RainAllowauQes

Month~ — CostofAcid RainAllowances
January2001 $153.57

February2001 $167.86
March2001 $174.42
April2001 $194.96
May2001 $189.48

- June2001 . $198.95
J~y2001 $202.50

August2001 $208.00
September 2001 : $202.00

October2001 S186.00
November2001 $202.00
December 2001 $168.50

January2002 $163.00
Febru,ary2002 $164.75
March2002 $172.50
April2002 $172.65
May2002 $170.00

00 S CILCO Lane • Bartonville,~IL61607 • Phone (309)633-2410• FAX (309)633-2423



fr. ~

Mr~Don Sutton
I~llnois~nvirónmentalProtectionAgency
Page2
June6;2002

CostófLow-Sulfur Coal

The currentspot marketcost df low-sulfur CentralAppalachiancoal (1.2 lbs./mmBtu,
max.)is $47.28/ton(includingtax andtransportation).

Undek~the variance,AEs/clLqohasthe flexibility to burn coalsother than low-sulfur

compliancecoal. Two of A~SICILCO’s2002 fuel sourcesprovide coal with sulfur.
contentsgreaterthan1.2 lbs.Jm~Btu.One sourceof coal is projectedto containa sulfur.
con.tentranging from 1.25 Ibs./nm~Btato 2.25 lbs,/mmBtu andthe otiter source contains a
j~Jf~content maximum of 2.20 lbs./mmBtu. Year-to-date, the majority of the coal
purchased by AES/CILCO hascontained a sulfur content averaginggreaterthan 1.94
lbsimrnBtu. The average cost çf this coal is $32.30/ton (including transportation).

Availability of AllowancesandLow-Sulfur Coal

Acid~rainallowancesareavailakie solong as the buyer is willing to pay the market price.
Though the market for low-sulfur, Central Appalachiancoal has declined lxi recent

• months may impact avai1abil~tyand thereby fIrm up pri~ing: For this reason, the
flexibility afford~dby the variancecontinuesto be ofgreat .benefit to AES/CILCO both
operationallyandeconomically,

If you haveanyquestionsor would like additionalinformation,pleasefeel freeto contact
the~a~(309)633-2476 j

0 Sincerely,. 0

Mark’Davls

AES EdwardsStatiân

~cc: Greg Russell
• • SandyIsbell 0



“The Global PowerC~nnpany”

December11, 2001

Mr. Don Sutton,Supervisor
Pe~mitsSection,Bureauof Air
:fl.linois EnvironmentalProtectionAgency
1021NorthGrandAvenueEast
Springfield, IL 62794-9276

Re: AES/CILCO Semi-Annual Variance Rei,ort 3

DearMr. Sutton:

Thepurposeofthis letter is to complywith thesemi-annualreportingrcq4irement
specifiedin thevarianceto 35 Iii. AdministrativeCode214.141,grantedto AES4ILCO,by the
Illinois Pollution ControlBoard. Underthetermsofthe variance,AES/CILCO r4ustreporton
thefollowing: (1) thecurrentcostofPhaseII Acid RainProgramallowances;(2)khecurrentcost
oflow sulfurcoal; and(3) a discussionof theavailabilityof allowancesandlow ~u1furcoal.
This semi-annualreportcoverstheperiodJuly 2001 throughNovember2001.

~ot MarketCost ofAcid Rim Allowances

Month •

Cost ofAcid Rain • -

Allowances

January2001 $153.57
February200l $167.86 •

March2001 ~$174.42 . •

April2001 $194.96
May2001
June2001

$189.48
319895

July2001 — $202.50 —•

~~ust2001
September2001
öctober200l

$208.00 •

$202.00
$186.00

November2001
—

$202.00 •

7800S. CILCO Lane • Bartonville, IL 61607 • Phone:(309)633-2410 • FA~4:(309) 633-2423



Illinois Environmental Protection Agency

Page2

Costof Low Sulfur C

Thecurrentspotmarketcostof low sulfurcompliancecoal (<1.2 lbs/mm4tu)is
$55.47/ton(including tax andtransportation).

Under the variance,AES/CILCO hastheflexibility to bumc9alsotherthali low sulfur
compliance coal. In 2001,AES/CILCO hasreliedupontwo typesof lower sulfurjcoalto comply
with thevariance. One source of coalcontainedasulfur content of 1i.70 lbstinmB~uaiid the
othersou.rcecontainedasulfurcontentgreaterthan2.0 lbs/mrnBtu. .To date,the4iajority ofthe
coalpurchasedby AES/CILCOhascontainedasulfur contentgreate than2.0lb4mmBtu. The
costofthis fuel hasaveraged$43.07/ton(including transportation).

Availability of AllowancesandLow SulfurCoal

Acid rain allowancesareavailableso long asthebuyeris willing to paytbj~marketprice.
However,thelow sulfurcoalmarketremainstight. Low sulfur coalàuppliescor4nueto be
limited andin greatdemandresultingin inflatedpricing. For thisreason,theflex~i1ityafforded
by thevariancecontinuesto beofgreatbenefit to AESJCILCOboth operationallyfand
economically.

• If youhavequestionsor wouldlike additionalinformation,pleasefeelfrel to contactme
at309-633-2861.

Sincerely,

MarkiDavis
AES EdwardsStation

Cc: GregRussell
SandyIsbell



August20,2001

Mr. Don Sutton,Super~’isor
PermitsSection,BureauofAir
Illinois EnvironmentalProtectionAgency
1021 North GrandAvenueEast
Springfield,IL 62794-9276

“The GlobalPowerCàmpany

Re: AESICILCO Semi-AnnualVarianceReport

DearMr~Sutton:

Thepurposeofthis letteris to comply with thesemi-annualreportingrequ4rement
specifiedin thevarianceto 35 flI. AdministrativeCode 214.141, grantedto AES/qILCO,by the
Illinois PollutionControlBoard. Underthe termsof the variance,AES/CILCOmustreporton
thefollowing: (1) thecurrentcostofPhaseU Acid RainProgramallowances;(2) Ihe currentcost
oflow sulfurcoal; and(3) adiscussionoftheavailability ofallowancesandlow ~çifurcoal,
This semi-annualreportcoverstheperiodJanuary2001throughJune2001.

SpotMarket Cost ofAcid Rain Allowances

Cost of Acid Rain
Allowances

January2001
February2001

$153.57
$167.86

March2001 $174.42
April2001
May2001 $189.48
June2001 $198.95

7800 S. CILCO Lane • Bartonville,IL 61607 • Phone: (309) 633-2.410 • FAX:~(309) 633-2423

Month



EnvironmentalProtection Agency

Page 2

• costof Low Sulfur Coal

• Thecurrentspot market costoflow sulfurcompliancecoal(<1.2 lbsJmm1~tu)is
$73.96/ton(includingtaxandtransportation).

Underthevariance,ABS/CILCOhasthe flexibility to burncoalsotherth4nlow sulfur
compliancecoal. In 2001,AES/C]LCOrelied upon two typesoflowerstilfur co~1to comply
with the variance. Onesourceofcoalcontaineda sulfur contentof 1.701bs/xnm~tuandthe
other~ourcecontainedasulfur contentgreater than 2.0 lbs/mmBtu.. To date, the t~iajorityofthe
coalpurchasedby AES/CILCOhascontainedasulfur contentgreaterthan2.0 lb~/mmBtu.The
cost of this fuel hasaveraged$34.14/ton(includingtransportatipn).

~y~iIabilit~r of Allowances and Low Sulfur Coal

Acid rainallowancesareavailableso long asthe buyer is willing to pay tl~emarket price.
However,the low sulfurcoalmarket remains tight. Low sulfurcoalsuppliesarelimited and~
greatdemandresultingin inflatedpricing. For this reason, the flexibility afforde4by the
variancehasbeenofgreatbenefitto AES/CILCOboth operationallyandeconom~cal1y.

If you have questions or would like additional information, please feel fre~ to contactme
at309-633-2861.

Sincerely,

Mark~)avis

AES Edwards Station

Cc: GregRussell
Sandylabel!
Jim JC2n~n



“The GlobalPowerCompany”

Mr. Don Sutton,Supervisor
PermitsSection,Bureauof Air
Illinois EnvirànmentalProtectionAgency
~1O21North GrandAvenueEast
Springfield,IL 62794-9276

Re: ~1LCO Semi-AnnualVariance Report

DearMr. Sutton:

OnApril 15, 1999, the Illinois PollutionControlBoardgranteda variance~om35 fli.
Adi,,irt~Code214.141to the CentralIllinois Light Company(CILCO). Under ththerms ofthe
variari; CILCO mustsubmit to thefllinois EnvironmentalProteâtionAgency ([EPA) a
~ reportbeginnifigonDecember1, 2000. The reportmustcontainthe follo~ing
information: (1) thecurrentcostofPhaseU Acid RainRrogramallowances;(2) th~ecu~rrcntcost
oflow%ulfur coal; and(3) a discussi~n of the availabilityof allow~néesor low sulfur coal.

The purpose of this letteris to complywith thesemi-annualrcpor~ngrequirement.The
requiredinformationis set forth below. CU.ØCOreco~izesthis informationissubmittedpast
December31,2000. We respectfullyrequest PA’s forbearancefor thereportingdelay.
C1LCO’s long timeDirectorofEnvironmentalAffairs acceptedemploymentwith another
company.Additionally, CILCO justcompleteditstrue up of 2000 acid rainaflow~nces.As you
~ow7 thisprocess cannot begin until Januaryof eachyear.

Current Cost of Acid Rain Allowances

~ [EPAis aware, the costofacidrainallowancesfluctuates.Set‘forth below is thespot
~marketpriceofallowancesfor thelastquarterof2000and ~rst quarer of 2001.

Month
Cost ofAcid Rain
Allowances

October2000 $152.30

November2OQO $143.69
December2000 $129.71
January2001 $153.57 •

Februaxy2001 $167.86
March2001 $174.42

~7~()S. CILCO Lane • Bartonville,IL 61607 • Phone:(309) 633-2410 • FAX: (309) 633-2423

April 27, 2001



Illinois Environmental ProtectionAgency

Page2

ç~rrentCost of Low Sulfur Coal

The costoflow sulfurcoalalsovaries. The costof low sulfur complian4coal (<1.2
lbs/rnmBtu)on thespotmarketrangedfrom $46.13to $53.26 (includingtransportation)during
thelast quarterof2000.

As youknow, underthe varianceCILCO hastheflexibility to bumcoals~ther thanlow
suifurcompliancecoal. In2000,C]LCO reliedontwo typesof lower sulfurcoa~to complywith
thevariance. C[LCO purchasedcoalwith asulfurcontentof1.77and2.3 1bWmi~Rtufrom
Consol’sRendLakeMine andfrom Exxon’s Monterey Mine. The costof this 1~wersulfurcoal
rangedfrom $25.65to $30.65(includingtransportation).

Availability of Allo*ancesand Low Sulfur Coal

A~idrain allowancesareavsiL~bleso long asthe buyer is willing to pay te marketprice.
The 1ow~sulfurcoalmarketis currentlyafight market Suppliesarelimited andi~igreatdemaud.~
Asaresult,thepriceoflowsulfur coalis currentlyhigh.’ Forthisreason,the fle,~ibilityafforded
by thevariancehasbeenofbcnefitto CILCO both operationallyandeconornicaijy.This is
cxplain~dfurtherin theseparateInteiiñtVariancereportregardingi~iie1strategyInalysisalso
requiredunderthevariance.

If youhavequestionsorwouldlike additionalinformation,pleasefeelfr4~to contact me
at309-633-2861.

Sincerely,

MarkDavis
AES/CILCO EdwardsStatioli

Cc: JerryCagle
SandyIsbell
DianaJagiella,Howard& Howard
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“The Glcbczl F~werC~~mnrany”

April27, 2001

1~fr.DonSuttozSupervisor . .

PermitsSection,BuceauofAir
Iilirói~EnvironmentalProtectionAgency
1021~ GrandAvenueEast

~Spring~eld,~ 62794-9276

Re: C~1COXnterimV~riu~R~ijor-~

De3rMr. Sutton:

CzApril 15, 1999, theIllinois PollutionCàntrclBoardgrantedavarianc~from 35111.
Admin. Code214.141for theE.P~EdwardsGeneratingSta~ioncper~tedby the~r~~a1lIlin~is
Light Company(CILCO). Underthe termsofthevariance,CILCO must subznit~3othe1flin~js
EnvironmentalProtectionAgency (EPA) euIntei-im reporton January31, 2001.jmeInterim
Repo:tmustevaluatethefeasibilityofvariousstrategiesfor complyingwith the~haseII Acid
Rainprogram,includi.rig theuseofvarioustypesofcoal,thepurchaseof aUowaz~es, or the
instalThiionofa scrubberorotherdesulfuxizationsystems.

Thepurposeof this letteris to complywith theInterim reportingrequi~ ent. Th~
requiredinformationis se.forthbelow.CILCO recognizesthis informationis su1~mittedpast
January31, 2001. WerespectfullyrequestEPA’s forbearancefor thereoorting&elay. clLco’s
loirg timeDirectorofEnvironmentalAffairs ácceptedem~loyth~ntwith another4or.upan~
Additionally, C~COjust completed its trueup of2000aoidrainallowanceswbi~hprovided
accui~äteinforthation on thecurrentmarketpriceofallowances As you know,this process
cannotbeginuntil Januaryofeachyear.

• Ph~a~IIComplianceThrough UseofVarföasCoal ~

and Purchaseof Aeid ~r. Allowar~ces

As ex~laincdin moredetailbelow, thevariancehasallowedC)LCO to ac~iieve
operationale~icienciesandcostsavmn~sfrom fuel sourceflexibility.’ It hasbeen~iore
•ecqno~.icalandoperationallyef~cientforc~coto purchasetheae~drain allo.w~ncosnecessary
to combustcoalotherthanlow sulfur compliancecoal(coalwith sulfur contento~’1.2
lbs/mrnbtu).

—.

7~OOS. .CILCC’ Lane ~ B~orviIle,IL ~5iGO7C Pji~ (30~)633-2410 ;) F~ (~3~)633242.3



XUin~iSEnv ~cn~a~Pro~cLi~nAgcri~v

Page2

‘r.
.i.

UnderPhaseII oftheAcid Rainprog~e.rn,CILCO hasbeenailocatod22,2
allowancesfor theEdwardsStation. Basedon the5eallowances,CU...CUc~inach
with theAcid RainProgramthroughuseof low sulfur compliancec~a1(alsorefe
compliancecc.a1). However, theuseof low sulfurcompliancecoal sigmlificaritly I
costof comp~ance.Suppliesoflow sulfurccmpliancecoalarelimited andinhi~
Most.lowsuL.~urcoalat~poiiesarccommittedby contractaridthe.sour esarel~ca
Illinois, resulting~ ~.ie1costh. Low sulfurcoalsuppliesarecurrentlyavai
East~mKentuckyendWc~tVirginia. Thecurrentspotmarket costof low suL~
coalis SE3.79perton,including ~ansportation.

Forthis ror~ou,CILCOIsrciyfrtg on theflexibility providedby thev~rian

etherth~nlow sulfurcoin~Uancecoal. While this hasrequiredthep~.irchaseof3~
FY 2000vintage and19,000FY 2001vintageacid rain nUowances,this;;~ategy
operationallyandeconomicallyprefcrabl:tc rclianceon low sulfur ccmn~1ia~cec
lower costa.ssociatcdwith thesea~ternativefuel types.

Setf~rthbelowis a chort illustratingthcvariouscoalt~,esCU..COhase,~4~tedto usefor
complianceatEdwardsStation.

~tj~~IT_ .

ulfur.
the
~on

eii.t is
•

iiier 1

.

.

Blendof 80%ConicalRendLakecoalwith.
content of2.3 lbs/rnmBtu(effective1/1/2001
sulibrcontentis 2.4 lbs/mm~tu)~ami20%Ex
Montereycoalwith sulfurcontentof1.77
1bs/rnrn~tu(effective1/1/2001 thesulturcon
1.61 1bs/mmBtu~

Boiler 2
.

Blend of: 50%ConsolRendLake coal.and5
ExxonMontereycoal

%

l3oilcr 3
.~

.

Bl~idof: 80%Conso!RendLakecoaland2
TunisBikhartcoal~it1j.sulfurcontentof 5.6
lbs/mmBtt In May 20C1 thisfu.el sc~urçewi
switchedto ablendof75% Coniol RendLal<
and 25% ExxonMontereycoal.

~.

be
ceai~

C~CO’suseofth~ecoalblends(whichwasmadepossibleonly bec use
fle~dbiiityaffordedby thei~oard’syariance)hasallowedEdwardsStation to co;~
PhaseLI oftheAcidRainpro~amwhile achieving significantcostssr~”ing~.
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ecompliance

~oa~
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~demand.
~doutsideof
ablefrom
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I1l~nois.~nviroümenthIProtection Agency

Page3

Installationof Scrubberor otherDesulIurizationEquipment

Installationofascrubberorotherdesulfurizationequptnentx~mainsthe oatvxpensive
meaz~sofPhase11 compliance.InstallationofascrubberatEdwardsStationis no operationally
fçasibledueto spacelirnitation•s. Evenif therewasnotthispracticalJimitation~ cost~ou1d
beprohibitive. The costofscrubberinstallationcouldeasilyexceedS40miliion. t this
juncture,Phasefi compliancethroughinstallationofascrubberwouldnotbeccc omicaiiy
prudentin comparisonto theotherstrategiesavailable.

I hopethatyou find thisreportuseful. If youhavequestions,rneedaddi onal
information,pleasefeelfreeto contactmeat309-633-2861. .

Sincerely,rJL~

Mark~Daviz

ABS/C1LCO Ed~.vardsStatic

Cc: JcnyCagle
Sandylabel
DianaIagieila~Howard & Howard

• —..—— — . .— —.— ——.. —
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BEFORETHE ILLINOIS POLLUTION CONTROLBOARD

IN THE MATTER OF THE PROPOSALOF:
CENTRAL ILLINOIS LIGHT COMPANY
FOR A SITE SPECIFICRULEMAKiNG
AMENDING 35 ILL. ADM. CODE§ 214.561.

)
) R02-21
)
) (SiteSpecificRulemaking)

CERTIFICATE OF SERVICE

I, the undersigned,herebycerti~’
MarkDavisuponthefollowing persons:

that I have servedthe attachedTestimonyof

Via FederalExpress
DorothyM. Gunn,Clerk
Illinois PollutionControlBoard
JamesR. ThompsonCenter
100 WestRandolph,Suite11-500
Chicago,IL 60601-3218

ViaFederalExpress
JohnKnittle, HearingOfficer
Illinois Pollution ControlBoard
1717PhiloRoad,Suite25
Urbana,IL 61802

Via FederalExpress
RachelL. Doctors
AssistantCounsel
Division of Legal Counsel
Illinois EnvironmentalProtectionAgency
1021North GrandAvenueEast
P. 0. Box 19276
Springfield, IL 62794-9276

Dated:October10, 2002

JonS. Faletto
DianaM. Jagiella
Howard& HowardAttorneys,P.C.
211 Fulton Street,Suite600
Peoria,IL 61602-1350
(309) 672-1483

~Q4—ju
DianaM. Jagiella
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