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ILLINOIS POLLUTION CONTROLBOARD CLERK’S OFFICE

NOV 08 2000
4 IN THE MATFER OF ) STATE OF IWNOIS

5 ) Pollution Control Board
6 NATURAL GAS-FIRED,PEAK LOAD ) ROl-lO
i EELECTRICALPOWERGENERATING )
8 FACILITIES (PEAKERPLANTS) )
9

10 WRITTEN COMMENTS of UDO A. HEINZE

11 ON BAHALF of AMEREN CORPORATION

12

13 My nameis Udo A Heinze I am managerof Strateg~~ojectsfor AmerenEnergy

14 ResourcesCompany’sdevelopmentgroup. AmerenEnergy~ was

15 formedin 2000, is part of the Ameren family of companiesandis aholdingcompany.

16 One of its subsidiariesis AmerenEnergyGeneratingCompany, which assumedthe

17 electric generating assetsof AmerenCiPS. AmerenEnergy ResourceCompany’s

18 developmentgroup hasresponsibility for developinga numberof generatingfacilities -

19 within the stateof illinois. Upon commercialization,thesefacilities will becomepart of

20 AmerenEnergyGeneratingCompany.

21

22 In my currentpositionI am directly involved in the developmentof generatingprojects

23 for AmerenEnergyResources.I havebeenemployedby theAmerencompanies(andone

24 of its predecessorcompanies,Union Electric) for over28 yearsin avariety of positions.

25 I hold a bachelor’sin MechanicalEngineeringandaMasterof BusinessAdministration

26 degreesand am a registeredprofessionalengineerin the State of Missouri. I am a

27 residentof MonroeCounty,IL.
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1 The purposeof my testimony is to addressvarious issuesraised during the Illinois

2 Pollution ControlBoardhearingson “peakerplants”. I havepersonallyattendedseveral

3 sessionsof thesehearingsandhavestudiedthe transcripts. I think the boardshould be

4 commendedon its very thoroughprocessof seekingdiversified input to the peakerplant

5 issuesraisedby GovernorRyan andthe subjectof thesehearings. As is evidentfrom the

6 record,everyonewho wantedto presenthisor her views was given ampleopportunityto

7 doso.

8

9 My commentswill focuson thefollowing areas:

10 1. Emissions

ii 2. Siting

12 3. Water

13 4. Hazardous materials on plant sites

14 5. Property Tax issues

is 6. NewRule Applicability

16 7. The Governor’s Questions

17

18 Emissions:

19 Much of the testimony in thesehearingscenteredon the emissionsemanatingfrom a

20 “peakerfacility”; primarily NOx andits impacton ozoneformation. NOx emissionswill

21 be strictly controlledandcappedundera new “NOx SIPCall” regulationcurrentlybeing

22 reviewedby the Illinois PollutionControl Board(IPCB). Thisnew regulationwill assure

23 that ambientair quality standardsfor ozonewill be met throughoutthe state,including
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1 the Chicagoarea.SinceNOx emissionswill be “capped” in the State,all existing and

2 newpeakerplantswithin theStatewill haveto keeptheiremissionsunderthecap.

3

4 S02 emissionsin the State are alreadycappedunder the existing FederalAcid Rain

5 program. In addition,thesesourcesaresubject to existing State andFederalemission

6 standards. Thus, there is no needfor additional requirementsto control these air

7 emissionsfrom peakerunits.

8

9 Most of thenew peakerplantsin theStatearesimplecyclegas-firedcombustionturbines

10 that mustmeetannualemissionlimits. As a matter of economics,the ownersof these

ii facilities are striving to achievethe lowest possible NOx emissionrates to allow the

12 facility to operatea sufficient numberof hoursto earnan adequatereturnon investment.

13 The lower the actual emissionrates,the more likely the investmentwill be worthwhile.

14 This is a marketplacemechanismthat encouragesthe use of cost effective control

15 technology.

16

17 As part of the air permit applicationprocess,air quality modeling is conductedto

18 demonstratethat the new facility will not haveasignificant impact on air quality. A

19 significant impactis an extremelylow threshold,far belowanythreatto public healthor

20 theenvironment.If anew facility hasasignificant impacton air quality, it must apply

21 additionalpollutioncontrol equipmentor thepermit is rejected.

22
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1 Therewassomediscussionat thehearingsregardingthe needto havenewpeakerplants

2 apply BestAvailable ControlTechnology(BACT) or Lowest AchievableEmissionRate

3 (LAER) controls. For sourcesthat exceedthe majorsourcethreshold,suchas baseload

4 plantsor intermediateloadplants, thesetechnologiesarealreadyrequiredas amatterof

5 law. Forsimple-cyclegasturbines,the installationof add-onBACT or LAER pollution

6 control equipmentis simply not practical from atechnicalviewpoint,or it is extremely

7 expensive.If suchadd-oncontrolswere to be requiredby the IPCB, it might havea (1)

8 negativeeffecton airquality andwill havea (2) negativeeffecton meetingtheelectrical

9 generationneedswithin the State. This is becausethe addedexpenseto units, which

10 were designedto operateamaximumof only 10-15 percentof the time, would make

ii theseunits uneconomicalto buildandoperate.Theprobablemarketreactionwouldbeto

12 eithernot build thesesmall simple-cyclepeakerfacilities and risk power shortagesat

13 critical times, or to build larger units, where such additional expensemight be cost-

14 justified. However,the effecton air qualityof theselargerunits wouldbe worse(greater

15 overall emissions),and the cost of electricity would be unnecessarilyhigher. Thus it

16 could discouragedevelopmentof an alreadyvery cleansourceof new powerwithin the

17 State andencouragethe developmentof higher emittinggeneratingfacilities, or worse

18 yet, result in insufficientgeneratingcapacity,powermarketpricespikesor shortagesof

19 power.

20

21 Therewerealsosomeconcernsraisedin thehearingsregardingemissionsduringstartup

22 of thesepeakerplants. Whilemassemissionsduringstartupconditionsmight beslightly

23 higher than normal operations,they are still extremelylow and of short duration. A
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1 simplecyclegasturbineusuallytakesfrom 10 to 30 minutesto reachnormal operating

2 conditions.The Illinois EnvironmentalProtectionAgency (IEPA) hasalreadyinstituteda

3 processin the permittingof new peakerplants to accountfor the slightly highermass

4 emissionsthat may occurduring startupconditions. Thus, thereis no need,nor any

5 practicalbenefit, to establishmore rigid requirementsfor startupconditionsfor peaker

6 plants.

7

8 It hasbeenwell documentedin theseproceedingsthat the air permittingprocess required

9 by the IEPA includessignificantreviewof aproposedfacility including the modelingof

10 air quality emissions.The purposeof this reviewandmodelingis to determinethe level

ii of emissionsexpectedfrom the proposedfacility andits impact on the areain which it

12 will be located. Basedon the level of emissionsandmodelingresults,theIEPA makesa

13 determinationof whetherthe proposedfacility should be considereda significant new

14 sourceor not. The IEPA determinationestablishesthe criteria underwhich it will issue

15 an airconstructionpermitfor theproposedinstallation.

16

17 We believe that the combination of current proceduresin place and marketplace

18 mechanismsappropriatelybalancethe environmentalrequirementsandadequacyof the

19 supplyof electricity to meetrequirementsatthe mostcritical timesof the year. Further,

20 we believethat the requirementthat significantmodificationrequiresan existingfacility

21 obtain anew environmentalreviewby IEPA prior to implementingsuchmodificationsis

22 just andproper. It is the IEPA’s responsibilityto insurethoseprojectsmeet Stateand
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1 Federalenvironmentalregulations. It is the applicant’sresponsibilityto insurethat they

2 operatetheir facilitieswithin thetermsof theirpermits.

3

4 Siting:

5 Prior to electric deregulationin Illinois, authorityfor the siting of generatingfacilities

6 residedwith the Illinois CommerceCommission.Partof thatauthorityincludednot only

7 authorizingthe constructionof the proposedgeneratingfacility at a specificsite but also

8 conveying to the developerthe right of eminent domain in obtaining the necessary

9 property for such development. Such authority supercededany authority at the local

10 level. This existedto assurethe right typeof facility was built at the optimumlocation

ii from atransmissionandloadrequirementsstandpoint.

12

13 Since electric deregulation,there is no longer any review required by the Illinois

14 CommerceCommissionon proposedgenerationdevelopments.Site selectionis up to the

15 developerprovided that local zoning boardsconcurwith the specific site selectedand

16 issuethe requiredzoning permit. Controlof siting haseffectively beentransferredfrom

17 the centralizedStatelevel to the local level, however,with onenotableexception. The

18 right of eminentdomain did not follow the transferto the local level. Hence, the

19 developermustobtain the soughtafter site undernormal businessarrangements,rather

20 thenthrough ataking undereminentdomain. Control is againat thelocal level. If the

21 propertycan not be obtained,thenthe developerhasno recourse. The deregulationlaw

22 recognizedthatthe marketplaceis the mechanismthat will providethe necessarybalance

23 betweenthe variousstakeholders.
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I We believethat zoning shouldbe a local issue,not imposedby astateagency. Local

2 officials arein amuchbetterpositionto representthe desiresof their constituentson the

3 siting of facilities within their jurisdictions than would be the caseunder acentralized

4 Stateagencyin Springfield.

5

6 Water:

7 Wateris asignificant issue throughoutIllinois not just in the countiescomprisingand

8 surroundingChicago. Although we havesuccessfullydealtwith this issueat the local

9 level concerninggeneratingprojectsoutsidethe Chicagoarea, from the testimonyit is

10 clearthat for somehigh-densityareaswaterusagemaybeabroaderissue. In thosecases

11 the issuesinvolved mayencompassmorethatjust the local water district balancingthe

12 needsof its constituents. Consequently,for thoseareas,it may be prudentto consider

13 waterusageon a regional rather thenpurely local basis if that is the conclusionof the

14 Board.

15

16 HazardousMaterials on Plant Site:

17 During the hearings concerns were raised by nearby residents on the storage of oil at

18 peakerplant sites. Oil is generallyusedas abackupfuel for the combustionturbines.

19 Many facilities, includinggeneratingplants,havehadon-sitefuel storagefor decades.In

20 the caseof peakerplantsthenormal fuel usedis naturalgaswhich, of course,is supplied

21 by pipelineandnot storedon site. Normally peakerunits utilize eitherNo. 1 or No. 2

22 fuel oil as the backup fuel. However, not all peakerfacilities incorporatebackupfuel

23 capability. In thoseinstanceswheretheydo, it becomespart of the permitting process
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1 and would be presentedto both the IEPA as part of the air constructionapplicationand

2 theapplicablezoningauthority.

3

4 If a facility doesincorporateduel fuel capability andhasoil storageon site, regulations

5 requirethat dikes bepart of the installationthat will impoundthe oil tanksso that in the

6 eventof aspill, it is containedwithin adefinedarea. In addition,significantsafeguards

7 are incorporatedto insure that on-site oil storageand use will be safe to both the

8 personneland equipment at the facility as well as the communitiesoutside the site

9 boundaries.Theseissuesarenot significantlydifferent thatotherbusinesses,whichhave

10 on-sitefuel, oil storage.

11

12 Wedo not believethat the storage of fuel oil as backup fuel represents a new risk that

13 requires further regulationor control.

14

15 Property Tax Issues:

16 Property taxes within Illinois are a local issue. Generally, CombustionTurbines

17 (peakers)are not consideredreal property for tax purposes. This is becausethey are

18 portableandcan be relocated. Statementsweremadeduringthehearings,which implied

19 thatpeakerplantsaregettinga“freeride” becausetheypaylittle or no propertytaxesand

20 mayget tax abatementsin somecases.Powerplants, whetherpeakingor not, generate

21 taxes in manyforms other than strictly property basedincluding salesand revenue,

22 amongothers,andfrequentlyhaveheavyoverall tax burdens.

23
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1 We believethat the local taxing authority is the appropriatejurisdiction to addressthese

2 issues.Thelevelof tax burdenis, andshouldbe, determinedby the local taxingauthority

3 andsuchtax burdencanbe significant. The sameis true of tax abatements.It is ~ a

4 foregoneconclusionthat all proposedpeakerplants will obtaintax abatements— many

5 havenot.

6

7 NewRule Applicability:

8 Generating facilities by their nature are complex apparatus. In addition, the major

9 equipment, turbines, generators,control systems and transformers are long lead-time

10 items requiring up to a yearor more after procurement,for delivery. This lead-time

11 frequently takes longer than the permitting process. Constructionof a peakerfacility

12 typically takes 2-3 years from project initiation to actual commercialization. Noise

13 abatement, emissionlimitations andperformanceenhancementsneedto be engineered

14 into the project up-front. In manycasesretrofitting technologiesafter the facility has

15 beenconstructedis neithereconomicnorpractical.

16

17 As regulations governing facilities change, it is morereasonablethat thosechangesapply

18 to facilities that have not committed to purchaseorders for equipmentratherthan to

19 facilities alreadycompletedor in theprocessthereof. Upon committingto the purchase

20 of, major equipment,the specificationsfor that portion of the facility’s design have

21 usuallybeenestablished.And, oncethe appropriatepermitshavebeenissuedandactual

22 constructionbegun,amajorityof thedesignparametershavebeensetandthe majority of

23 the projectcosthasbeencommitted. Imposingnew standardsappliedretroactivelycan
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1 seriouslyeffect the viability of completingan in-progressproject andat minimum will

2 createdelays and cost overruns,and unfairly burden investors who have diligently

3 compliedwith the requirementsthatexistedatthe timetheycommittedto the projectand

4 on thatbasismadesignificantcapitalcommitments.

5

6 The nature of generationdevelopmentwith its inherent long lead times andcapital

7 intensity,requiresthat “regulatorycertainty” be of paramountimportance. It is on this

8 basisof regulatorycertaintythat companiesarewilling to invest tensandin somecases

9 hundredsof millions of dollars on a single generationproject. Changingthe rules

10 retroactivity placesa largecloud over theseprojectsandwill surelyhaveasignificant

11 dampeningeffect on the viability of existing and future projects therebycreating an

12 environmentwhereuncertaintyof the supply of power and price spikes for electricity

13 mayresult.
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1 The Governor’s Ouestions:

2 In aletter to ChairmanManningdatedJuly 6, 2000,GovernorRyanrequestedthat the

3 illinois Pollution Control Board initiate a series of hearings to solicit public comment on

4 five questions.BelowareAmeren’sviews on thesequestions:

5

6 1. Do peaker plants needto be regulated more strictly than Illinois’ other
7 current air quality statutes and regulationsprovide?
8

9
10

ii No. We believethat the weight of testimony and evidence presented in the Board’s

12 hearings clearly show that current air quality statuesand regulationscoveringboth

13 emissionsandnoiseareadequateandproper.

14

15 2. Do peaker plants posea unique threat, or a greater threat than other
16 types of st.ate-regulated facilities, with respect to air pollution, noise
17 pollution, or groundwater or surfacewater pollution?
18

19

20 No, wedo not believethat peakerplantsposeauniquethreator greaterthreatthanother

21 typesof state-regulated facilities. The air pollution regulations to which theymustadhere

22 are significant and appropriate. Illinois noise pollution standardsare amongthe most

23 stringent in the country. Existing requirementscovering ground andsurface water

24 pollutionadequatelyaddresstheseissues.
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1 3. Should new or expandingpeaker plants be subject to siting requirements
2 beyond applicable local zoning requirements?
3

4

5 No. Webelieve that local zoning requirements aresufficient and that the local zoning

6 processhasworkedas it wasdesigned.Local zoningofficials arebestsuitedto ascertain

7 the desiresof their constituteson zoning issues. This hasresultedin someproposed

8 peakerprojectsbeingacceptedby local zoning boardsandthe communitieswithin they

9 reside, and the denial of some proposed peaker projects by the local zoning boards. The

10 system appears to be working the way it was envisioned.

11

12 4. If the Board determines that peaker plants should be more strictly
13 regulatedor restricted, shouldadditional regulations or restrictions apply
14 to currently permitted facilities or only to newfacilities andexpansions?
15
16

17 Webelieve strongly that any new regulationsor restrictionsshould be applicableon a

18 date-certainbasis,prospectively applied. Retroactiveapplication would be grossly

19 unequitableto the affectedbusinessesthat areattemptingto supply muchneededenergy

20 and electric capacity to consumers. In determining the applicability of such new

21 regulationsorrestrictions,thedateof purchaseof theimpactedequipmentshouldgovern.

22 As previously stated the lead-time for new equipment can exceeda year. This

23 applicationis consistentwith how such rules areappliedon the federal level underthe

24 NSPSprogram.
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5. How do other statesregulateor restrict peaker plants?1
2

3
4 Although therewas sometestimonyaddressingthis question,mostof it involved states

5 which do not shareillinois’ circumstances. Specifically, Illinois deregulated its electric

6 systems more than a year ago whereas other states put up as examples, notably Ohio and

7 Wisconsinarenot thatfar along. The Californiaexamplecitedis morerepresentativeof

8 what not to do, rather than what Illinois should do. California attemptedto control

9 natural market forces, which resultedin an imbalancebetweenelectric supply and

10 demand. Illinois has chosena market-basedapproachto achieve the appropriate

11 supply/demand balance.In addition,Illinois hasastronglocal zoningsystem;thezoning

12 systems of other states are unclear. Consequently, we do not believe that otherstates’

13 approaches necessarily should be appliedto Illinois. In short,we believethat the current

14 siting processin Illinois is appropriate and meets the desires and needs of the vast

15 majority of its citizens in a manner that is fair and equitable while insuring that theState

16 andregion will havesufficient andreliableelectricpowerwhenneeded.

17

18 Thank youfor theopportunityto takepart in these proceedings.

19

23 _________________________ Dated: November2, 2000
24 UdoA. Heinze
25

26 Manager,StrategicProjects
27 Mail Code660
28 AmerenEnergyResourcesCo.
29 1901 ChouteauAvenue
30 St. Louis, MO63103
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