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The following is a transcript of proceedings

fromthe hearing held in the above-entitled
matter, taken stenographically by GEANNA M

| AQUI NTA, CSR, a notary public within and for
County of Cook and State of Illinois, before
M5. AMY JACKSQON, Hearing Oficer, at 100 West
Randol ph Street, Assenbly Hall Auditorium
Chicago, Illinois on the 24th day of August,
2000, A.D., scheduled to comrence at the hour

10: 30 a. m
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APPEARANCES

HEARI NG TAKEN BEFORE:

| LLINO S POLLUTI ON CONTRCOL BQARD
100 West Randol ph Street
Assenbly Hall Auditorium
Chicago, Illinois 60601
(312) 814-3629
BY: MB. AWY JACKSON, HEARI NG OFFI CER

I LLI NO S POLLUTI ON CONTROL BOARD MEMBERS PRESENT:

Cl ai re Manni ng, Chairman
G Tanner Grard

Ni chol as Mel as

El ena Kezelis

Ronal d Fl ennl

Marili MFawn

Sanuel Lawton, Jr.

Anand Rao

SSENFSSF

MEMBERS OF THE I LLI NO S ENVI RONMVENTAL PROTECTI ON
AGENCY AS WELL AS OTHER | NTERESTED ENTI TI ES AND
AUDI ENCE MEMBERS WERE PRESENT AT THE HEARI NG BUT
NOT LI STED ON THI S APPEARANCE PAGE.
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HEARI NG OFFI CER JACKSON:  Good nor ni ng.
want to wel cone all of you. Thank you for com ng
to this second in a nunber of inquiry hearings
that the Board is holding in order to exam ne the
potential environnmental inpacts of natura
gas-fired peak-load el ectrical power generating
facilities, conmmonly referred to as peaker
pl ant s.

My nanme is Any Jackson. | amthe
attorney assistant Board nenber to El ena Kezelis
and at the request of Board Chairman Caire
Manni ng, | amserving as the hearing officer for
t hese proceedings. W are very pleased today to
have the entire Board present for this hearing.

I would like to take a nonent to
i ntroduce the Board nenbers to you. To ny
i mredi ate right is Chairnman d aire Mnning.

M5. MANNING Wl cone. Good norning

HEARI NG OFFI CER JACKSON: Dr. Tanner
Grard is next to her

MR G RARD: Good norning

HEARI NG OFFI CER JACKSON:  And Ni chol as

212
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Melas is to ny far right.

MR, MELAS: Good norni ng.
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HEARI NG OFFI CER JACKSON:  To ny i nmedi ate
left is Board Menber El ena Kezelis.

MS. KEZELI'S: Good nor ni ng.

HEARI NG OFFI CER JACKSON:  Fol | owed by Dr. Ronald
Fl emal , Marili MFawn.

M5. McFAVWN.  Good norni ng.

HEARI NG OFFI CER JACKSON:  And Sanuel
Lawt on, Jr.

MR LAWION: Good nor ni ng.

HEARI NG OFFI CER JACKSON: Actually, to ny
far right is Anand Rao, who is the head of the
Board's technical unit, and he will also be
participating in the questioning this norning.

Those of you who were present for
yesterday' s hearing have already heard the
openi ng remarks that |'m about to nake. However,
for the benefit of those who were not here
yesterday, | will be repeating the information |
gave out yesterday.

As sone of you know, this matter was

brought to the Board in a July 6th, 2000, request
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by CGovernor George Ryan. In that request,
CGovernor Ryan asked the Board to exam ne the

following five issues: First, do peaker plants
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need to be nore strictly regulated than currently
provided under Illinois' air quality rules and
regul ati ons; second, do peaker plants pose a
uni que threat or a greater threat than other
types of state-regulated facilities with respect
to air, noise, or water pollution; third, should
expandi ng peaker plants be subject to siting
requi renents beyond applicable | ocal zoning
requi renents; fourth, if stricter regulations are
needed, should new regul ations apply to currently
permanent facilities or only to new or expanded
facilities; and, finally, fifth, how do other
states regul ate peaker plants.

Through the information presented at
t hese hearings, through questions and through
public comrents, the Board will develop a
conpl ete and wel |l -rounded record that will enable
it to provide an informed and wel | -reasoned
response to each of the governor's five

guesti ons.
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At this tine, the Board anticipates
being able to present an informational order to
the governor that will include all of the Board's

findings and reconmmendations. This infornationa
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order should be ready for the Governor by the end
of this calendar year. The Board's final neeting
this calendar year is currently schedul ed for
Decenber 21st of 2000.

Today's hearing will focus on
testinony and information fromthose involved in
t he peaker industry. W are happy to have
representatives fromthe foll owi ng groups present
today to present testinony: |Indeck Energy;
Commonweal th Edi son; M d- Arerica | nterconnected
Net wor k, or MAIN, M dwest | ndependent Power
Suppliers; Ameren; the Illinois Environnental
Regul atory Group; and Huff & Huff Environnenta
consul tants.

Each of these groups pre-filed their
testinony, and that testinony is available on the
Board's website. The Board' s website can be
found at www. icpb.state.il.us. W have provided

some extra copies of that testinony, and the
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extra copies remmining are available on the table
at the entrance. W are in the process of naking
additional copies. So if they were gone when you
wal ked in this norning, please check back a bit

| ater.
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Al so present to observe today's
proceedings is a representative from M dwest
Ceneration, EME, Inc., M. Doug MFarl and.

M. MFarland asked to be recogni zed and want ed
nme to note that although Mdwest Generation is
not testifying today, they do anticipate filing
witten comments for the Board to consider inits
del i berati ons.

For those of you who were present at
yesterday's hearing, you are famliar with the
format that we will be follow ng today. Basically,
we will invite each presenter to nmake their
presentation to the Board, and at the concl usion
of each presentation, the Board nenbers and our
technical unit will be asking questions of the
presenters.

| already nmentioned that extra copies

of the pre-filed testinony is available at the
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table at the top of the room |In addition, there
are informational sheets prepared by the Board's
public information officer. These sheets contain
general information about the inquiry hearings,
such as the dates, times, and |ocations of all

hearings and i nformati on about subnmitting witten
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public coments to the Board.

For those of you interested in
followi ng this proceeding, we are attenpting to
keep our website as up-to-date as possible. In
addition to the pre-filed testinony, all Board
orders, hearing officer orders, transcripts from
the hearings, and witten public comments will be
avai | abl e for view ng and downl oadi ng from our
websi te.

As you can see, we do have a court
reporter present who will transcribing everything
that is said today. W have requested an
expedi ted copy of the transcript fromtoday's
proceedi ng, and that expedited transcript should
be available within three to five worki ng days.
For the court reporter's sake, | would ask that

all presenters please speak clearly and slowy so
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that she will be able to transcribe everything
clearly.

| also want to note that we are
havi ng the proceedi ngs vi deot aped today. |If any
of the presenters object to being videotaped
during their presentation, please |let ne know and

we will nake sure that the videotape is turned
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of f during your presentation

I want to note that testifying at a
hearing before the Board is not the only way to
provide information to the Board in this matter.
The Board will be accepting witten public
comrents, and those witten comments nust be
filed with the Board' s clerk's office. The
address is listed on the public information sheet
that | nmentioned earlier. The deadline for
filing witten public coments is currently set
at Novenber 6th, 2000.

One other thing | want to nention is
that we do also have a notice list for this
proceedi ng. Those persons on the notice |ist
wi Il receive copies of all Board opinions and

orders as well as hearing officer orders.
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Persons on the notice list, if they are filing
their own documents, do not need to file them
with any other person on the notice list. Your
only obligation is to file with the clerk of the
Board and nyself as the hearing officer

If you are not currently on the
notice list, but would like to be added to the

notice list, I ask you to please contact Kim
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Schroeder. She is in our Board's Springfield
of fice. Her tel ephone nunber is area code
217-782-2633 or you may e-nmail Ms. Schroeder at
schroedk, s-c-h-r-o-e-d-k, at ipcb.state.il.us.

In addition to the hearings this
week, the Board has al so schedul ed three hearings
during the nonth of Septenber. They will be held
as follows: Septenber 7th in Naperville;
Septenber 14th in Joliet, and Septenber 21st in
Graysl ake. These are the hearings where we
really want to have lots of participation from
the public, fromlocal governnents, citizen
groups, et cetera.

Because of the overwhel mi ng public

interest we are expecting and the linmted tine we
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have for these hearings, the procedures for the
hearings will need to be very orderly. [|f any of
you know that you will be attending these

heari ngs and know that you will want to make
coments on the record, please et ne know in
advance. | will be keeping a list of presenters
for those hearings as well. There is no
obligation to file pre-filed testinony for those

hearings, but it will help us to know what to
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expect if you contact ne in advance. M
t el ephone nunber and e-namil address are on the
i nformational sheet provided at the top of the
room

Qur final appearance in this
proceeding will be held in Springfield on Cctober
5th and 6th. These hearings will provide an
opportunity for those outside the Chicago area
who may want to nmake comment to the Board.
Addi tionally, we hope to use these final hearings
to wap up any questions that are still remaining
fromthe previous hearings.

Before we get started, | want to

enphasi ze that this is an information-gathering
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process. It is not an adversarial proceeding. |
ask that everyone act appropriately as if you
were in a court of law. Finally, please be aware
that al though the Board nenbers may ask a variety
of questions today, you are not to infer anything
fromthe types of questions asked other than the
Board's desire to devel op a conplete and conci se
record in this matter

The Board has nmade no conclusions in

this matter at this tinme, and it will not begin
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its deliberations until all information is
subnmitted and the record is closed.

The order of presentation today will
be as follows: |Indeck Energy will go first,
foll owed by Conmonweal t h Edi son, M d-Anerica
I nterconnect ed Network, M dwest |ndependent power
Suppliers, Aneren, the Illinois Environnental
Regul atory G oup, and, finally, Huff & Huff
Envi ronnental Consul tants.

At this tine, | will invite Chairnman
Clai re Manning to nmake any opening remarks that
she woul d i ke to nmake. Chairnman Manni ng.

M5. MANNING This norning | would just
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like to wel cone everyone, and we | ook forward to
anot her productive day of hearings. Thank you.

HEARI NG OFFI CER JACKSON: Does anyone have
any questions before we get started? Ckay.
Seei ng none, M. Erjavec, I'll let you begin your
presentation.

MR, ERJAVEC. kay. If we take a nonent
for the projector to warmup while, | believe,
the Board wants to cone down this way.

HEARI NG OFFI CER JACKSON: The Board wil |

be noving down to the front row |ndeck has
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prepared a power point presentation, and they'l
be making that first. So the Board nenbers can
see, they will nove down to the front row

MR, ERJAVEC. Good norning, and iy name is
Cerald Erjavec, and with ne today is a coll eague
of mine, Geg Wassil kowsky. W are both nmanagers
of busi ness devel opnent for |ndeck Energy
Services, and it's ny privilege to speak on
behal f of |ndeck representing i ndependent power
devel opers.

Alittle bit about nmy background,

I've been in the power industry for 22 years.



13

14

15

16

17

18

19

20

21

22

23

24

10

11

Curiously, I'ma chenist by degree with graduate
studies in environnmental engineering. | spent
the first 12 years of ny career at Conmonweal th
Edi son where | worked in their chemistry |lab and
performed anal yses on air, water, em ssions, and
solid waste. | noved to their environnental
af fairs departnent where | was responsible for
all water quality permtting.

Under that part of ny career, | had
the privilege to address the Board 12 years ago
with regards to water quality standards. Wen |

cane to Indeck, | was initially responsible for
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full permtting of facilities, evaluating
impacts. 1've run the air nodels that we're
about to discuss, and I've actually witten
environnental inpact statements. So under
those -- with that kind of a background, |I'm

prepared to discuss the inpact of peaker plants

on Illinois and the regul ation thereof.
Indeck is an Illinois conpany. W
are located in Buffalo Gove, Illinois. W've

been there for approximately 15 years now. W're

a devel oper, builder, owner, and operator of



12

13

14

15

16

17

18

19

20

21

22

23

24

10

i ndependent power plants. W have a 15-year
history of sales to utility custoners, and we
ri ght now have 13 stations that deliver 1220
nmegawatts in operation

I'd like to thank the Board for
hol di ng these hearings. There's a |ot of
m sinformation out in the public, in fact, nuch
of whi ch generated the hearings, and we
appreci ate the opportunity to set the record
straight. Before we can address the questions,
it behooves us a little bit to talk about what a
peaking plant is. I'mgoing to go through these

fairly quickly because, as | listened to
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M. Rommai ne's presentations yesterday, he covered
alot of this material very well. So in order
not to have to reiterate everything Chris said,
we'll move fairly quickly.

As we di scussed, throughout the day,
there's a varying anount of electrical need in
the system This can be any system Conmonwealth
Edi son, the state of Illinois, any system you
want to tal k about, any country you want to talk

about. Peculiar to our area is a daytine
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aft ernoon peak pretty nuch, although, again,
that's going to vary by season and by weat her

In order to meet those needs,
different types of units are used. W talked
about basel oad capacity. Those are prinarily
nucl ear stations and the nost efficient coa
stations. Econom cs pretty rmuch drives what runs
at what tinme. There are stations that will cycle
on and off also known as internediate capacity.
| believe Waukegan, the former ConEd station, now
M dwest Generation EME has that plant, that would
probably fall in that category, and then there's
the plants that run just a very small fraction at

atime to neet the absolute daily peaks. Those
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are the plants we're tal ki ng about.

You may recall several years ago
Conkd had a commercial on about Collins Station
where the phone rang and sonebody picked it up
and said, I'll be on in a half hour. That was
t heir peaking plant or one of their peaking
plants at the time. Collins, | believe, probably

tends a little bit nore towards internedi ate

capacity right now
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Agai n, the conbustion turbine, we
spoke about that yesterday. That really -- the
name gas turbine is kind of a misnoner. The gas
that's being tal ked about is the air as a working
fluid. It passes through the turbine where it's
conpressed. It's heated with natural gas, and in
the case that we're tal ki ng about now, these can
al so be light oil.

In sone countries, they actually use
di esel fuel for these things. That's not comon
inthe United States, and then it's expanded
t hrough and expanded t hrough a turbine which
turns a generator. W also tal ked about the need
for sonme water in these peaking plants, primarily

used at the front end.
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Because t hese machi nes pass a
constant volune of air, so many cubic feet per
mnute at one tine, the nore -- as the
tenperature gets hotter, the air gets lighter
and the |less density that passes through the
nmachi ne, the less efficient it is, and the output
goes down. Wiat we will do in a lot of cases is

pass the air through a stream of water, which
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will cause the air to be becone cooler. It's
kind of |ike perspiration on your skin, it
evaporates and increases the density and

i ncreases the output of the machine in hot
weat her when they're prinmarily needed.

There are other ways of achieving
this effect. Chillers, for exanple, nechanica
or electric chillers are one of them There are
some trade-offs in terns of parasitic load. A
chiller also will have a tendency to dehum dify
the air, which is not a bad thing, but it just
nmeans that sonme of the energy that's being used
is being used to dehum dify and not to chill it.
So there are sone trade-offs on these.

Wat er consunption can vary by

hum dity and tenperature. For exanple, on a very

L. A REPORTI NG (312) 419-9292

hum d day, you'll evaluate very little water. So
very little water will be used. On a hot, dry
day woul d probably be your naxi mum consunpti on.
Typi cal for, say, a 300 negawatt unit would be
about an average of 40 gallons per mnute. It
can range from about zero to 80, dependi ng upon

the tenperature and the humidity.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

This is a picture of a conbustion
turbine, and I'ma little disappointed. The
bottom one fromthis distance doesn't | ook as
good as you'd like. Major conponents on the
turbine, you' ve got your air inlet at the top
here. Your filters that we tal ked about are in
there. Also, the evaporative coolers would be in
that section.

The generator for the conbustion
turbine actually sits right here underneath it
That's at this end of the turbine. The turbine
itself is not all that big a part of the unit.
The turbine occupi es approximately this box right
here. Everything else behind it is stack
silencing, and then there's your stack here. At
the bottom of the picture, you see a cutaway of

an actual conbustion turbine. This is the bottom
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of the air inlet right here. The air conpressor
section is here. The conbustors are right in
here, and then your turbine section begins here.
Most of the time |'ve seen these
things they were in packaged units which had all

of this together. So they were deceptive when we
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just put our Rockford plant together. This is
probably 50 to 60 feet long in here. It's not
all that big. It's amazing when you |l ook at it.
Alittle bit about the history of gas turbines.
Gas turbines have been around for a long tine.
They' ve been around for over 100 years. |It's
often been said that these are jet engines.

Wl I, actually, a jet engi ne was
adapted froma gas turbine. It's not the other
way around. W're not just strapping jet engines
on the ground and letting themfly. These
nmachi nes would not fly. They're way too heavy.
The conponents and the sound nuffling and
everything el se that goes into them woul d nake
thementirely different fromjet engines.

The reason jet engines are brought up
is because it's the nost simlar technol ogy, and

if you're trying to explain it to sonebody,
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that's what we usually use. They're simlar to
jet engines, but they're not -- they're not just
taken off of aircraft. You have -- some

i nprovenents fromaircraft engi nes have been made

and used in what they call aero-derivatives,
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which is the one type that M. Romai ne referred
to.

The other type is an industrial frame
turbine, which is not quite the sane thing. It's
nore of a heavy-duty machine, slightly different
construction, a difference in sonme phil osophies.
You can see that jet airplanes were actually --
turbines were actually adapted to jet airplanes
about 55 years ago or so.

The heavy-duty turbines began to be
produced, again, about 50 years ago. In the

'60s, gas turbines were installed to neet
peaki ng loading. |In fact, there are
approximately 100 utility gas turbines in
Illinois as of 1999. Wiile the -- this
proceeding is directed at peaking plants.
think it behooves us to talk a little bit about
conbi ned cycl e because | know that the subject is

goi ng to come up.
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Being in the industry, we have heard
all the things that are being said about peaker
pl ants and we know wi Il be said again. There's a

great fear that they'll be converted to conbi ned
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cycle and that suddenly they will use up all your
r esour ces.

You can see over in the box on the
| eft-hand side here, this is the peaker plant
that | showed you before. They have an
evaporative cooler. The air conmes in, cones
out. What you do in a conbined cycle plant is
you add a heat recovery boiler. The hot gas
enters about a thousand degrees up. It passes
through a series of coils, which are filled with
water, which will generate the steam The steam
is then taken and used to turn a steam turbine.
Sonetines, in the appropriate |ocation, we do
what's call ed cogeneration. W produce steam for
i ndustry al so

There are a | ot of econom cs and
| ocati onal issues that drive the decision to do
that. By the tine it gets to the stack, it's
down to about 250 to 200 degrees out. So you've

removed all that heat fromthere. The advantage
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to these plants is that they' re much nore
efficient. As Chris noted, they can be up to 50

percent nore efficient than a peaking unit. The
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di sadvantage is that they take a much I onger tine
to bring on-line. Your capital costs are
hi gher. They're not really suited to peaking
applications. So if you talk about -- even if
you tal ked about converting them there would
still have to be peaker plants sonewhere

One of the things that's a concern
about this type of plant here is the water use,
and | would like to bring that up. The water
use, there's two places. Nunber one, there's
water in the steam system goi ng around this way.
You have to -- you get sone trace contam nation
going in there. So you have to occasionally bl ow
it dowmn. The steamcycle on this plant, this is
based on putting a heat recovery unit on the back
of a 300 negawatt plant, would probably be about
25 gallons per mnute, which is not a lot.

Now, when you nove down to the | ast
section here, you have to cool the steamin the
steamturbine. Typically, that's done with a

cool i ng power or sone other kind of system It
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can be water cooled. |If you're converting a

conbi ned cycle plant -- a peaker plant to a
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conbi ned cycle plant, assumng that water is your
only mediumin here, you can use about 2500 GPM

whi ch can trend toward, dependi ng upon where you
are, significant nunbers.

Now, the good news is that there are
other ways to attack this problem They've made
signi ficant advances in dry-cooling systens,
whi ch would not require this water at all. There
are sone hybrid systens that cut down on the
amount of water use. |1'll address sone of the
inpacts of that a little bit later, but there are
ot her ways to solve this problemthen with
evaporating water at this end of the system |I'd
like to also talk about the inpacts of peaker
plants as a preface to addressing the Board's
guesti ons.

Conbustion turbines fueled with
natural gas have about the |east environnental
i mpact per kilowatt hour of just about any
t echnol ogy avail abl e today, particularly for
peaki ng uses, and, again, you have to

differentiate peaking frombase uses. From an
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air pollution standpoint, the inpact that's
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really to be concerned or considered is the
i npact that we as people have to breathe, and
both M. Ronmai ne and Rob Kal eel described the
ways that this is nmeasured by using atnospheric
di spersi on nodel s.

What happens is the exhaust gas
| eaves the stack, mixes with the air around it.
It then encounters a receptor, and we're nost
concerned, of course, with the human popul ation
VWhat is used is a five-year history of
nmet eor ol ogi cal data and just about every
net eor ol ogi cal condition inmagi nable to see what
is the worst conceivable thing that coul d happen
and we're required to be conservative. W're
required to ook for the worst possible cases,
whet her it's going to happen or not, and that
makes a | ot of sense because you want to know
what your worst possible scenario is going to be,
and if that is not of concern, then any ot her
i npact shoul d al so not be of concern

You predict the air quality inpacts,
and then you conpare themto USEPA anount

standards. The USEPA st andards, as were
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nmentioned, are set at levels to provide an
adequate nmargin of safety for the popul ation
| ooki ng at sensitive popul ations, such as the
very young, the elderly, and those with
respiratory difficulties.

What |'mpresenting up here is
nodel i ng that was done for a plant.
Specifically, this one is a 300 nmegawatt pl ant
that's been proposed for Libertyville in Lake
County. After atnospheric nodeling, |ook at one
of the pollutants NOx, the anbient concentration
t he hi ghest over a five-year period, anbient
concentration that's expected to be seen, which
is neasured in units of mcrograns per cubic
meter is 0.028 mcrograns per cubic meter.

Now, that needs to be conpared
agai nst sonet hing. Conparison is against the
anbient air quality standard, which is 100
m crograns per cubic nmeter. The nunbers are in
the decimal places here. You're talking 2.8, not
even, . 028 percent of the standard. It's
insignificant. Fifty-nine mcrograns per cubic
nmeter is the anbi ent background now. You're

tal ki ng somet hing on the order of one-two
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t housandt h of the anbi ent background, again, an
insignificant inpact for a peaking facility.
Simlarly, carbon nonoxide standards,
we al so did sone start-up nodeling. They are
neasured for different tinme periods because it's
been shown that different air contam nants affect
peopl e over different periods of time. For
exanpl e, NOX is a chronic-type thing; whereby
| ong-term exposure has been the one that's
denonstrated to be potential problens. That's
why it's an annual standard for NOx. Carbon
nonoxi de, much shorter period of type. You've
got a one hour and an eight. Again, your
st andards, 40,000 for one hour versus 23 and
ei ght for a 300 negawatt plant; 10,000 versus
three and one, insignificant nunbers or at |east
let's say well, well below any | evel of concern
Twent y-four hour standards are in
pl ace for sul fur dioxide, and PM10 is
particulate matter, ten mcrogramparticul ate
matter. .01 micrograns per cubic neter, that's
to be expected. Natural gas is very clean fue
with respect to the sulfur, and the source of

sul fur dioxide is sulfur in the fuel. So for
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natural gas, that's to be expected.

Particulates, there really isn't nuch
nmade in the process in the way of particul ates.
In fact, the air filters tend to cl ean out
particul ates on the nachine to a great extent.
You don't want particul ates going through your
machi ne. So, again, very |ow inpacts.

Short-term SO2 nunbers, again, as
woul d be expected fromnatural gas fuel, very,
very mninmal inpacts. Now, we'd like to put this
into sone kind of a context that nmay be nore
famliar. You could say, well, what is .028
m crograns per cubic nmeter? Wat is it? Wat do
I know that's like it? How does it feel? W
prepared what we hope are a coupl e of neani ngfu
conpari sons.

One of the things that we're al
famliar with or nost of us are famliar with are
gas stoves. W cook with gas stoves. To ny
know edge, not too many peopl e have ever
experienced an ill effect, you know, when they're
cooki ng fromyour gas stove. Typica
concentrations froma gas stove, | believe, range

from sonet hing on the order of 14 m crograns per
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cubic neter to about 90. That's the air
concentrations that are generated in your hone
when you're cooking. Again, conpare that to the
anbi ent concentration that woul d be experienced
or would, on the worst case | evel, be generated
by the power plants; again, far bel ow anyt hi ng
that we experienced fromthat.

Anot her conpari son that we've tried
to make is to the inpact that you woul d receive
froma hone or a school. Now, let nme be very
clear about this, we're not trying to inply that
a honme or a school enmits on a pounds- per-year
basi s anywhere near what a peaki ng plant does.
That's just not true.

However, what we need to be concerned
about is what people experience. |If you were in
your backyard, what would you breathe? If you
wer e wal ki ng down the street, what woul d you
breat he? These are typical nunbers. Again, the
power plant nunber we've seen, 0.028 micrograns
per cubic neter, in the wintertinme, the anbient
concentration around the house outside in your
yard is about .01. Okay. So if you're standing

bet ween about three houses, you'd figure that
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m ght be about what you'd experience. A schoo
actual |y produces probably in the school yard
about ten tines that concentration.

We're not trying to point out schools
or homes as bad things. W all know they're not,
but we al so know that there doesn't seemto be
any adverse inpact to the people that are there
fromwhat they're experiencing every day, and put
that in perspective with the peaking plant.

Water use, as | noted before, when
operating a typical 300 negawatt peaker pl ant
wi th an evaporative cool er uses a naxi mum of 80
gal l ons per day, an average of about 40.

Technol ogy, the evaporative cooler generally is
only used above 60 degrees. That's when the
benefits start to be seen in the efficiency

pi ckups. As | noted, it's a function of
tenperature and humdity. So a hot, dry day, it
will use nore. A hot humid day, you'll actually
use | ess because you're just not able to
evaporate anynore into the nmachine. So your
increase in efficiency is not as good as you'd
i ke to see

What is 80 gallons per mnute? Wll,
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basically it's the equivalent of 11 hones
watering their laws at the sanme tinme. |If you
wal k down the street and you saw 11 hones
watering their |awns, you probably woul dn't think
anything of it. On an annual basis,

approxi mately the consunption of about 30 hones,
30 average honmes. Qher water inpacts that need
to be considered are wastewater and stormater.
Stormmater is captured on site.

It's sent stormsewers after the
retention just as you would do with any ot her
devel opnent. Wastewater is mninmal. |If you have
a softener in there to treat the water that goes
into the evaporative cool ers, they have to be
backwashed occasionally. They're sent to the
local treatnent plants. Facilities, such as |'ve
described, that generate, | believe, sonething on
the order of $10,000 gallons of wastewater a day,
which is, again, not a big | oad.

Let's talk about sound a little bit.
The Board has established and the EPA has
i mpl enented regul ati ons that govern the sound
that can be enmitted by any industry actually.

There are standards that go fromindustrial to
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commercial, industrial to residential, and
commercial to residential

VWhat we're | ooking at here is
basically industrial to residential sound
standards. The actual standard is the table in
the center here by octave band. For exanpl e,
during the day fromindustrial to residential
land at the receptor, which would be at the hone
that's receiving the sound, in the 31.5 hertz
octave band, 75 decibels, 74, 69, et cetera,
across the octave bands.

Now, on occasion, in order to
sinmplify things, we'll refer to the equivalent as
being 61 dba. It's a weighted equival ent.
However, again, let's be careful to state here
the actual regulation is across every octave
band. You have to neet the octave bands. Were
you refer to dba in this case it's just to
sinmplify things. W're well aware that this has
to be translated back into the octave bands in
order for your conpliance testing.

Because you cannot control when a

pl ant or you don't know when a plant is going to
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nunber two, the sound attenuation on the plant
does not change. You know, you can't increase it
at night. You can't increase the anount of
treatnent or silencing you put in at night.
You'll design your plant to neet the nighttine
standard at all tines. Ckay.

Wth this standard in place, and
believe it was also testified to yesterday,
I1'linois EPA has never received a noi se conplaint
for any of the peaker generating stations in
[Ilinois. As we noted, there are at |east 100
out there right now. There's probably nore.
Since 1999, there have been a few nore put in
pl ace.

Board nmenbers from McHenry County
were taken to a tour of a peaker plant operated
by the local utility in Springfield, and, you
know, there's a quote, they didn't hear
anything. W've also talked to hormeowners |iving
near peaker plants that just do not hear them
Ms. Carver here that | discussed -- | had a few

conversations with the lady. She operates a
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there and her home, and the deer cone all the
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time and there's not been any inpact, you know,
froma noise issue in terns of deterring them
fromcom ng either.

Wth respect to the design of these
plants, M. Zak's testinony notw thstandi ng, the
noi se criteria are being nmet by these plants.
Sone of themwill apply buffers. Sone of them
will apply additional noise silencing. If you
renenber the slide | showed you with respect to
the cutaway of the peaker plant, there's an
anount of noise silencing that can be built in.
These plants can and do neet the noise criteria.

I'd |like to make one other comment.
| didn't have a slide for this one, but with
respect to siting, because the subject has cone
up, and I'msure it will, and just think about
this for a minute, like all businesses, and this

is a business or an industry, peaker plants need

access to raw nmaterials and need a way to deliver

their finished goods. This nmakes it no different

froma stationary store or a food store or a
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In this case, we're tal king about gas

and electricity, and I don't think I'mgiving
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away any industry secrets when peopl e | ook out
and they say, well, gee, a gas |line has cone very
close to an electric line. That's where a |ot of
peaki ng plants are being sited. There's been
suggestions that these plants be sited mles away
fromthe gas and electric and that we run |ines
to them Yes, it's technically feasible. |
think the anount of disruption to be created by
that is a lot nore than by siting them nearby.
W' ve just discussed the inpacts, and they're
mnimal. |t doesn't always nake sense. Yes, it
can be done.

It brings tomnd -- in terns of sone
i npacts, actually the inpacts can be greater
VWil e we were going through one of our recent
proceedi ngs, it was announced that a rail station
was being built. It was built adjacent to a
parking ot and a rail line. Now, are there
i npacts fromthat rail station? Probably.

There's traffic. There's noise. There's cars.



21

22

23

24

10

11

12

13

14

15

16

17

18

19

But at the sane tinme, you' ve got the
infrastructure there, and we would agree with the
devel oper that that nakes sense.

Now, if | was to turn around and
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suggest that he put the rail station three nmiles
away and run a rail spurt, he'd probably think I
was nuts, and | think that the same thing can be
said in ternms of siting peaker plants. Their
inmpact is minimal, and siting themwhere the raw
materials are delivered and the offtake takes
pl ace makes a | ot of sense.

Wth that -- with that foundation
I'"d like to address the questions that were put
before the Board. Question nunber one, do
peaki ng plants need nore regul ation? First of
all, | believe it's been said al ready, but
deregulation is a large, |large msnomer here, and
| believe that -- | have read sone of the
pre-filed testinony, and | believe plea ConEd is
going to address that also. Restructuring is
actual |y what happened in Illinois, and it's a
nore accurate termof what's happened.

Deregulation refers to utility rates.
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At one point in tinme, it nmade sense
for one utility to serve an area. They were
granted a quasi nonopoly status, if that's the
proper term and sonmeone will correct nme, |I'm

sure, if they want to look at it alittle
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differently. However, in exchange for that,
because t hey were becom ng keepers of the public
trust, their rates were regulated. You night say
that their rates of return were limted. W
bei ng on the other side of the coin, know ng that
we have no guaranteed rate of return, we could
say they've got a floor on there. So it's a
matter of perspective, but deregulation refers to
the utility rates and sonetines the ability to
spend the noney that they're collecting fromthe
rate pairs.

Peaki ng plants are already very
regul ated. They're regul ated by codes,
standards, pernmt requirenents. This is a |ist,
just a partial list, of the standards that nust
be nmet by peaking plants. Now, you've got your
different industry standards between concrete,

steel, petroleum the engineering standards.
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It's all the same -- | don't know if
it's promnent or not, but Illinois EPA has
jurisdiction for air permts, noise control. |If
there's a water discharge associated with the
plant, the surface waters of the state, there's a

permt to be put in there.
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ConkEd has i nterconnection
requi renents. You've got electric codes,
bui | di ng codes, fire codes, Arny Corps of
Engi neers' approvals, and there are | ocal
approvals. Right now under the systemthat we're
operati ng under, you've got zoning, stormater
There's | ocal wastewater approval, water supply
approval, and ultimately the building permt.
Al'l of that nust be supplied by the locality.

So for soneone to say that these
plants are not regulated is really, really a
m sstatenment. In our opinion on this basis,
addi ti onal regul ati ons woul d seem unjustified and
they'd al so seem count er productive

Questi on nunber two, do peaking
pl ants pose a unique or greater threat than other

state-regulated facilities? |'mgoing to show
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you sonme anal yses. First, we've discussed that
peaker plants have mninmal inpacts conpared to
standards. | want to conpare that to al so sone
other existing facilities. Wat | did here, this
refers to sonme local facilities, and this was,
again, prepared for the plant in Lake County.

You could see that clearly the -- in cases of
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NOX -- in cases of NOx, the largest enmtter is
the coal -fired power plant. You' ve also got
Abbott Labs. These are sone tenporary diese
peakers that were installed. They're not there
this year. They nmay be back, naybe they won't.
You' ve got Indeck right here. You' ve
got a coffee roaster. You' ve got a hospital. 1In
the grand spectrumof things, it's not out of
line with the range of inpacts of other
i ndustries. Looking on a statewi de basis, | did
an anal ysis under SIC codes, that's standard
industrial classification codes, which are used,
anong ot her things, by EPA to set em ssion
standards, and took a | ook at sone industries in
the state. This is by no nmeans inclusive of all

i ndustri es.
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| took the list of SIC codes,

pi cked sone out,
peaker

i ndustri es.

and |

just wanted to see where

plants would Iine up with respect to other

You coul d

see down the side here we do have sone

st eel wor ks,
servi ces.

m nute. No,

refineries, electric, and other
That's this guy right here. Wit a
it's not. | apologize. That's this
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guy right here for steel

manuf act urers,

heati ng and ventilation manufacturers,

Caution on this one.

to the physica
not the airplanes.
we' re tal ki ng about
i npacts here al so
cold rolled steel
not able to nake it
coupl e hours,
phone calls. So |

one.

The poi nt here,

t hrough severa

plant at the airports.

and Bill

t hese,

248

I ndustrial machi nery

brick and til e manufacturers,

airports.
Airports refers
This is
These are stationary sources
So there are sone

here.

This blue bar here, this is

For whatever reason, | was

appear there. | tried for a

Gates wasn't returning ny

had to | eave it out on that

and |'mgoing to go

is not to show that one
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i ndustry is bad or good or is, you know, bad
conpared to another, but to show you that the
peaker plants, this box here, is the average
permtted em ssions of all plants that either had
received a draft or final permt as of a couple
of weeks ago. You could see that in the grand
spectrumof things it's probably about in the

m ddl e of all of these other industries.

NOx em ssions by far, electric
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services, and this includes utility plants,
private plants. There were a nunber of different
pl ants, 200 and sone odd, and |'ve got the nunber
on a later slide, that contributed to these.

This is the average permtted enmssion in the
permit. | used the permt nunbers. So those
wi || change over years, again, peaker plants down
near this end.

Particul ate en ssions, way down at
the Iow end of things. S02 em ssions, natura
gas-fired plants, as is expected, way down at the
| ow end of things. VOC em ssions, simlar
picture. This is the total permtted NOx

em ssions. This is when you've summed up all the
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pl ants, okay, in tons per year

Just to give us a feel of where we
are, and this is in hundred -- well, you could
see, hundreds of thousands of tons. You have
several industries that are higher. You have
several industries that are lower, right in
there. The nunmber above each bar is the nunber
of permits that are being conpared for each
i ndi vi dual here.

For exanple, can you see that there's
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229 pernmitted electric services. That's by that
SIC code. The nunber of peaking plants on here
is 22. Again, this was an older list. As was
noted yesterday, | believe the nunber is now up
to about 40 -- 40 or 49

| can't renmenber exactly what |
heard, but even if you doubled this bar, it stil
pal es in conparison to everything else that's out
there or, in sonme cases, it falls right in the
range of everything that's out there.

Looki ng at the inpacts of these
pl ants, again, we've |looked at -- and this is an

S02 inpact because it was the only information |
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had avail able. These are the nunbers that were
nodel ed for the plant in Lake County in the
blue. What you' ve got here in the green are the
i mpacts at the sane point, which is approxi mately
45 mles away, of a steel plant that's |ocated
sonewhere around the Il1inois/Indiana border. W
happen to have nunbers for that plant. Again,
I'"mnot saying that a steel plant is a bad
t hi ng.

What I'mtrying to do is put this in

perspective. There are other industries out
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there that have significantly larger inpacts than
a peaker plant would have in its own backyard
and this is from45 mles away. As you get
closer to that plant, |I'msure the inpacts go up

Wat er consunption, a mllion gallons
per year. Conpare your 300 nmegawatt peaking
plant to a 50-hone subdivision, a typical high
school, or a retirenment home, a 200-bed nedi ca
center, or a 400-room hotel, way down at the | ow
end, | think ny laser pointer is dying here, of
wat er consunption. Just to put things in

perspective, again, this is not to cast
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di spersions on any of these other enterprises,
because | don't think that's our purpose here,
and we wouldn't want to do that. That's

i nteresting.

Goi ng back to question nunber two,
which | thought | had in here another tineg,
shoul d -- do peaker plants pose a uni que or
greater threat than other state-regul ated
facilities? |If you look at the em ssions that
are out there, if you |look at the inpacts that
are out there, | don't see how you can say that

t hey propose a unique or greater threat than any
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other facility.

They are well within the range and,
i ndeed, toward the | ow end of anything that's out
there right now. | guess the conclusion | would
cone to on that, if peaker plants are to be
regul ated nore strictly as we referred to in
question one, the conparative anal ysis here shows
that other facilities would definitely require
stricter regulation or should fall into the same
thing. | guess, the long and short of it, in our

opinion, is if you're going to regul ate peakers
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nore stringently, then you shoul d probably

revisit every industry in Illinois because the

i mpacts are well within the range and at the | ow

end of the range, and so if you can justify
regul ati ng peakers nore strictly, you probably
want to reopen every regulation that you have.
Question three, should new or
expandi ng peaki ng plants be subject to siting
requi renents beyond local zoning? Wll, we've
al ready taken a | ook through peaki ng pl ant
i mpacts. For many neasure, the inpacts are
mnimal. |If you reviewa ot of |ocal zoning

codes, nobst zoning codes already allow for
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sonewhere in the code for uses that have great
i npacts, whether it be noise, air pollution
wat er use, what have you. Really, right now,

they are handling that end of the things.

Finally, any process, in our opinion

new or existing, that is inplenented should

restrict decisions to facts on record. That,
unfortunately, doesn't seemto be the case in
ot of zoning. W've been advised nmany tines

that the decision could be whatever they want

er

a

it
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to be. So we'll leave that go there.

Question four, should any new rul es
apply to existing facilities or only new or
expandi ng Peaki ng plants? One of the design
bases for power plants and, indeed, anything that
you're going to design, whether it's, you know, a
bui l ding you' re designing to conformto |oca
bui | di ng codes or what have you, is the existing
regul ati ons.

Trying to design to hit a moving or
potentially noving target could bring design work
toahalt. It could runinto a lot of
unjustified expenses. In this or any other

i ndustry, again, a period of regulatory certainty
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is necessary to allow us to be able to nove
forward. W're not asking for any specia
treatnent, just that any change in regul atory

phi | osophy should apply to all industry, not just
to peaker plants. Again, we don't think that
they should be applied to the new or to expandi ng
or to, excuse ne, existing facilities. Quite
frankly, we don't think any changes are

justified.
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And finally, question five, how do
other states regulate peaking facilities? The
process will vary by state. Several other states
have a process simlar to lllinois. It's also
known as a segnmented process. You'll go to the
air bureau for your air permt, the water bureau
for your water permt. |If there's a solid waste
i ssue, which there's typically not, you'll get a
solid waste permt. You will go to locals for
zoni ng.

That approach has been successful in
many states. Qher states have a coordinated
approach. Al issues are directed through a
single siting agency. It should be noted that in

nost of those states the siting Board then will
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overrule any local zoning too. It tends to make
it a one-handed process instead of a process that
pl ays of f between two different entities, and it
works nore efficiently for them

Just one other conmmrent with respect
to inpacts of plants and | just want it noted
that on the water issue, the Governor's Task

Force will be convening in the near termfuture,
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and | think with respect to water inpacts, we
probably should wait for their report to cone
out, but really this is -- we like to thank the
Board for the ability to present our information
here. W think we've addressed the questions
t hat have been asked by the Governor, and we
think that we've given the Board sonme pretty good
information to take back, and the, in our belief,
shoul d be that the process is sufficient as it is
and that any changes to the process really should
be examined in light of all industry in the state
because it's not an isolated industry. Thank
you.

HEARI NG OFFI CER JACKSON: Thank you, M. Erjavec.

MR ERJAVEC. You're wel come.

HEARI NG OFFI CER JACKSON: W'l |l take some
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guestions fromthe Board nenbers.

MS. MANNI NG Coul d you pl ease descri be
the negotiations and input that the village of
Li bertyville had and the project proposal you
have in that village?

MR ERJAVEC. | would --

M5. MANNI NG Just kind of summarize --
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MR ERJAVEC. kay. |If you don't mind,
"Il refer that to Geg, because he was -- is a
proj ect manager for that project. kay?

M5. MMANNING In terns of just the |oca
i nput that was given to you in this project, and
if you could describe it, fromyour perspective,
what kinds of negotiations took place with the
village of Libertyville?

MR WASSI LKOABKY: Really, there's no
negoti ations. What we do is there's usually an
early-on neeting with the zoning staff to
understand and clarify filing a petition to the
zoning regul ations. Sonetines in reading these
regul ati ons, you need clarification, and we asked
for guidance into howto direct our petition

So it's really an educati on on our

part because the zoning criteria does vary from
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nmuni cipality to municipality, state to state, and
we need these clarifications regarding
definitions. So that's what we did with the
village of Libertyville. There's really no
negotiations. The lawis the | aw

M5. MANNI NG Ckay. That's all | have
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right now. | have nore questions, but I'Il just
pass it along right now.

M5. KEZELI'S: Your material indicates that
I ndeck has 13 stations which currently operate.

How many of those are gas-burning
peaker plants?

MR ERJAVEC. Oh, boy. N ne or ten. W
had acquired, up in the state of Miine, a couple
of wood-burning plants. | believe we've got one
in New Hanpshire and the hydro plant in Mine.

So that would take four. Al the rest are
natural gas-fired, conmbustion turbines. |
bel i eve nost may have an oil backup. W're not
proposing that in the state of Illinois, but they
are, for the nost part, gas conbustion turbines.

MS. KEZELI'S: And how many are you
currently proposing or in the process of with the

IEPA Il1inois?
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MR ERJAVEC. | want to say about four
just off the top of ny head. There nmay be five
that have been -- for exanple, we have filed
permt applications for four, which, | would

assunme, woul d be the answer to your question
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MS. KEZELI'S: Yes. That is ny question

The figures that you addressed with

us in your power point presentation concerning

the air quality inpact charts in mcrogranms per
cubic neter, were those based on nodel i ng?

MR. ERJAVEC. Yes.

MS. KEZELI'S: So al though you have peaker
pl ants that you operate, those figures were not
based on neasurenents of actual operations?

MR ERJAVEC. No, they're not, and there's
a couple of reasons for that.

MS. KEZELIS: 1'd like to get to that.

MR ERJAVEC. kay. There's a few reasons
for that. First of all, if you are to -- what
happens when you do the nodeling, and | al nost
wi sh | had the gentleman sitting here because he
coul d probably speak to it better than | can, but
['I'l do the best |I can on this.

You establish, on a USGS nmap, which
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takes into account topography and hills and
things like that, a receptor grid, and you go out
100 neters, 200, 300 neters in every direction to

try to figure out where the greatest inpact woul d
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be predicted. Ckay.

The nodel has been verified, and, you
know, | haven't devel oped the nodels. 1've taken
some classes on the nodels and things Iike that.
It's ny understandi ng when you verify these
nodel s, because you take five years of
net eor ol ogi cal data and you nodel it every hour
hour after hour after hour for five years, and
you try to find the single highest point, the
singl e highest nunber in that five years, okay,
and based on that particular data set, which, in
this case, will be five years of data from O Hare
airport, there's alittle point on your grid.
It's so many hundred neters this way and so nmany
100 neters that way, that has that .028 that we
showed.

Any variance in that weather, and
weat her changes all the tinme, mght relocate
where that point is. Ckay. So it's ny

under st andi ng, from peopl e who have verified the
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nodel s, that the nodels are pretty good at
predicting what the worst day's inpact would be.

They're not so good at telling you where it's
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going to be, whether it's going to be -- you
know, your nodel may say here, and it may turn
out to be over here, and I"'mpointing to
different places. It nay be sout heast as opposed
to northwest.

So finding that point, nunber one,
woul d be difficult. Nunmber two, the l|evels that
we're tal ki ng about are not neasurable, and
that's part of the thing. Wre we to try to go
out and verify conpliance, you wouldn't see the
di fference in the background.

We're tal king a background of about
59 microgranms per cubic nmeter. W're talking
about a difference under the worst case, a
tenperature inversion where everything is forced
to the ground and hi gh wi nds and everything el se,
of .028 m crograns per cubic neter, about one-two
t housandths. That's well within the range of
uncertainty of the test. You wouldn't be able to
nmeasure it.

MR WASSI LKOABKY: Wat | would like to do

L. A REPORTING (312) 419-9292

is clarify that alittle bit. Wat Gerry is

tal ki ng about is when the EPA asked for a nodel
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and we prepare nodels to see the ground | evel
i npact of the air you breathe, these nunbers were
very small in our nodeling, which is expected.

Now, by Indeck, by our consultants,
and consultants representing every ot her
devel oper here in the power generating business,
i ncl udi ng ConEd, these nunbers are not dreaned
up. They're very consistent, and we expected
themto be this low. Now, from your standpoint
you're saying, well, how can -- you can't neasure
it this low That's correct. It's
nonneasurable. You'd have to take into
consi derati on the wi nd, topography, a hone's
furnace, a high school furnace, all that kind of
stuff. W're that low So that doesn't nake
sense to neasure it out in a block away or two
bl ocks away.

You can neasure and get guarantees,
whi ch we have, and others have gotten guarantees
as to the rates fromthese nachi nes, and you put
nmonitors in stacks to nonitor the flow of

em ssions fromthe stacks. So if you know what's
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com ng out, you can easily then verify what the
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inmpact is in the | ocal nei ghborhoods. So once
you know t hat data point, you got the

manuf acturer to guarantee what's com ng out of
the stack. That given, the rest of it's just
going to, you know, flow out in terns of your
t opography and wi nd and so forth.

So yes, you need the nodel because
every area's weather pattern will vary. Every
area' s topography will vary day to day. That's
why you have five years' worth of data, the
machi nes burn very consistent and reliable fuel
unl i ke coal or other solid fuels, where we have
to worry about the fuel consistency minute to
m nute, hour to hour.

This fuel is incredibly reliable and
consistent in its heat characteristics, and,
therefore, we can easily nodel this and see the
i npact to the residences nearby.

So, yes, it can be nodeled reliably,
and the data conming fromthe machine is very
reliable and consistent and can be nonitored in
the stack, but to give you an idea, it's so

reliable that you can make a test on one given
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day, cone back a year later, and test it again
and be that consistent. |t doesn't wander much
once the machine is tuned in.

You coul d al so have the nonitor
continuously, which is called a CEM a conti nuous
em ssions nmonitor, and you'll find if you're to
wat ch the nonitor that this would be basically a
straight line. |It's that consistent.

MS. KEZELI'S: Thank you. That was very
hel pful .

Can you tell me the nane of the node
that you used?

MR ERJAVEC. |STSD, which was described
by Dr. Kaleel. That's an industry standard
basi cal | y.

M5. KEZELIS: It didn't reflect that in
your nateri al

MR ERJAVEC. | apologize for that. Just
to be -- if we were to submit any other nodel
IIlinois EPA would have sent it back to us.
That's the bottomline. That's what is expected,
and sonetinmes we forget and assune that people
know t hat .

MS. KEZELIS: The active facility,

L. A REPORTING (312) 419-9292
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assumng one is in operation or is conpleted,
construction is conpleted, all the necessary
permts have been conpleted, is this physically
manned by a person 24 hours a day, or is it
sinmply left in place until it is needed to be
turned on? Can you explain the operation
characteristics?

MR ERJAVEC. The plants are designed such
that they can be operated renotely. It is not
our philosophy to do that. W nman the plants,
and we al so cooperate with the local villages in
terns of their requirenents for energencies and
things like that.

It becane quite clear to us, you
know, for exanple, in sone discussions with
pl aces we've talked to to say, yes, we want the
plant to be manned, and plants will generally be
manned, but, you know, there are utility ones
right now that have operated reliably for years
by renote control. There nmay be sonmebody wthin
several thousand feet, but he's not sitting right
on top of the thing.

M5. KEZELIS: Yesterday we had testinony

that it could be turned on through the internet

L. A REPORTING (312) 419-9292
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provi ded there was a
password - -

MR ERJAVEC. Wth all the right things in
place, it can be done. There are a |ot of things
that are technically feasible. Wether they're
practically done, we don't do that, but | won't
speak for all of ny coll eagues.

MR WASSI LKOABKY: | think historically
you'll find that snaller machines are done
renotely. The | arger machi nes, these types of
i nvestments, we conmonly have one or two people
on staff, maybe nore. Wat they would do is they
woul d have the staff up nore during periods when
you expect generation to be needed, summertine
peri ods obviously, but when you get into the
wintertine periods, you may wi nd up shifting
staff away, but do you still have staff on site?
You may have | ess avail abl e.

So | woul d think across-the-board
woul d expect people to have someone on site
probably all the tine, and that staff can vary
dependi ng on when they anticipate to operate nore
or |ess.

M5. KEZELIS: And the design figure issue

L. A REPORTI NG (312) 419-9292
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that you addressed with us in the photographs of
a turbine and so on that we | ooked at on your
power point presentation didn't highlight, at
| east that | noticed, or marked for any sound
baf fI i ng nmechani sns.

Wul d you address that please?

MR ERJAVEC. On the far right-hand
section, just passed the conbustion turbine, |
believe there's a thing that says nuffler

M5. KEZELIS: And that is the sound
baffling --

MR ERJAVEC. That is the sound
attenuation. There are also enclosures built

around the turbine area itself because sone noise

can emanate fromthat area. | nean, the

encl osure around is not -- it's not just a sheet
nmetal building. It's a netal fabricated pane
with acoustical material init. |It's perforated

on the inside. There's an art to designing sound
attenuation for these plants, and each one
undergoes a rigorous design to ensure that it's
going to neet the criteria.

Ther e have been occasi ons where, for

exanple, on start-up there may be sonething
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unpredicted, and | had -- | discussed with a
col | eague, he had heard of one plant in Illinois
that at start-up did not neet its criteria,
however, within a short period of time, the
problemwas identified and solve, and it does
neet the criteria now
W' ve been doing this for a |long

time. It's not just -- it's not sonething that's
new. Al of our plants in New York had to neet
the sound criteria. Qur plants we're building in
the state here have to nmeet criteria, and it can
be done, and it is being done.

MR RAO My | ask a foll owup question?

Do you take actual noi se neasurenents

to show conpliance with the Board regul ati ons
once your facility is built?

MR, ERJAVEC. Absolutely.

MR RAO And would it be possible for you
to provi de noi se neasurenent data to the Board?

MR ERJAVEC. | think we can do that once
we've taken the final neasurements. We've built
one plant in Illinois so far, and | think we're
in the process of getting that done right now.

MR RAO And al so yesterday the Agency's
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NOx expert, M. Geg Zak, he listed a nunber of
strategi es for noise reducti on of peaker plants.

Are those sone of the strategies that
you generally considered in your plants?

MR ERJAVEC. Yeah. As a matter of fact,
| believe he tal ked about sone of the muffling
technol ogy. He also tal ked about buffering
zones. Both are useful. |If you ve got a |arger
buffer zone, you may not need to put quite as
much acoustical treatnment onto your facility.
However, the buffer zone does not necessarily
have to be as large as | thought was being
i npl i ed because there are other ways to solve the
i ssue and to nmake sure that you are in conpliance
wi th Board regul ati ons.

MR, WASSI LKOABKY: To give you an exanpl e
today there are probably 100 gas turbines in
IIlinois in operation. Gas turbines started
operation in Illinois in 1965 and probably
started operation throughout the United States
since 1965. There are probably thousands of gas
turbines in operation.

The University of Illinois has gar
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street fromthe hospital has gas turbines. In

its Chicago canpus, they're installing. | think
t hey' ve got about 100 negawatts at the Chanpai gn
canpus, and maybe |'ve got them mi xed up between

two canpuses, and the other one has about 60

megawat t s.

Acoustical treatnent is done on a
case-by-case basis and can easily -- not easily,
but with many -- much technical cal cul ati ons and
noney spent can neet the sound -- they're
stringent limts. They can be net. Indeck, in

our budgets, in |looking at the designs in MHenry
and Lake Counties was going to spend about six to
$8 mllion in acoustical treatnent al one on the
facility to give you an i dea how serious we take
it.

MR RAO Thank you.

MS. KEZELIS: | have a foll ow up question
about enissions. One of the itenms -- one of your
ref erences was conti nuous em ssions nonitoring.

Do you currently performthose at

your peaker plants in Illinois?



23

24

10

11

12

13

14

15

16

17

18

19

20

21

MR, WASSI LKOABKY: Can you repeat the

question?

L. A REPORTING (312) 419-9292

M5. KEZELI'S: Do you currently perform any
conti nuous em ssions nonitoring at any of your
peaker plants?

MR, WASSI LKOABKY:  According to the
regulations in Illinois, with the Rockford pl ant,
we don't need one right now.

M5. KEZELIS: | understand that.

MR WASSI LKOABKY: On our ot her
facilities, we have conbined cycle facilities
with CEMs. W don't see a problemputting a CEM
in. W have CEMs at all our gas-turbine
facilities. So it's not -- it wouldn't matter if
it's a peaker or conbi ned cycle.

MS. KEZELIS: That's a very good
clarification. | appreciate that.

M/ question really is nore directed
towards if you have such data today with respect
to operating gas turbines, would you be willing
to provide that to the Board --

MR WASSI LKOABKY:  We woul d. W woul d,

but we don't have a continuous nonitor. W
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MR ERJAVEC. W do have -- if you want to

see an exanple -- for exanple, if you want to get
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an idea of consistency and things like that, we
have sone conbi ned cycle plants. Mst of them
are in another state, but they do have conti nuous
em ssions nonitors on them Several of them do
not have add-on controls. They're a little bit
older. So they've had their NOx reduction
t hrough, for exanple, steaminjection and sone
water injection in others. | don't know that
there's a dry-low NOx one out there with a CEM on
it, but the idea is the same.
The technol ogy to control the

em ssions is very, very effective and very, very
predi ctable, and we could provide, you know, data
fromthose plants if that would neet your needs?

MS. KEZELIS: It would be hel pful for
pur poses of devel oping the record, yes, please.
"Il turn it over to sonebody else for a bit.

DR FLEMAL: One of the themes we heard
regularly yesterday was that there's a need for

power in the peaker area in the state of
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VWhat we didn't hear was any
eval uation of what the nagnitude of that need

is. Do you have any perspective you can share
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with us as to what we --

MR, ERJAVEC. kay. Let ne say this very
careful |y because there are probably severa
di vergent opinions on this. Everywhere we've
| ooked, there has been -- people fairly much
agree that there's a need.

Even the proceedi ngs we've been in
where we' ve had opposition, you know, the
statenment has been, well, we know there's a need,
we just don't want it here. | believe you're
going to hear fromM. Bulley fromMAIN, and he
could probably give you the best snapshot |ater
on, the official nunbers. The nunbers we've seen
publ i shed inply that we need to add anywhere from
a thousand to 1500 negawatts a year for the next
five to seven years to maintain an adequate
reserve nargin.

DR FLEMAL: That's an annual addition?

MR ERJAVEC. Annual addition, correct.
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So anything that was built |ast year doesn't
figure into what's needed this year. That's al
addi ti ve.

DR FLEMAL: How does that translate into

nunbers of peaker plants? Let ne put it in
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anot her way.

Wien the dust all settles, the 50
current applications that you' re proposing, wll
those 50 be -- will they be built?

MR ERJAVEC. Well, that's two questions.
The first one is a sinple one to deal with., It
depends on the size of the plant. For exanple,
you know, we've been tal king about 300 negawatt
plants. |If you're going to say 1500 negawatts a
year for five years, that's five plants tines
five is 25 plants.

The next issue is, will they all be
built? No. | nean, | can't tell you which ones
won't be because | don't know, but | could tel
you right now that |looking at the list that's out
there, I'mfairly certain that sone are going to
nmake it, sone are not. That's just -- you know,

just looking at the industry and seei ng how
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things get sited and seeing how it goes, they
don't all get built.

DR FLEMAL: You had nentioned that |ndeck
itself has a nunber of plants in the east, Mine
and New York?

MR ERJAVEC. Correct.
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DR FLEMAL: Do you narket the electricity
generated fromthose plants in Miine and New York
or is it broader than that?

MR ERJAVEC. | believe it's being sold in
New York under contract with the local utilities,
and Maine also to Maine utilities or to the
nort heast grid.

DR FLEMAL: And the power that you
propose to generate with peaker facilities here
inlllinois would be marketed in I11inois?

MR, ERJAVEC. That's a good question. Qur
expectation is that it would be nmarketed in
IIlinois. W are not a retail provider. W're a
whol esal e provider. Wth the restructuring of
the industry, the door has been opened for other
retail suppliers to cone into the area

It is our expectation that the
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of ftake fromany plant that we propose in
I1linois would be sold to sonmeone who is doing
retail business in Illinois. Qur Rockford plant,
for exanple, is selling to Commonweal th Edi son
As other nmarketers come into the state, there,
for exanple, are requirenents that they have

generation in Edison's control territory. So we
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woul d be providing that nmeans for that to
happen.

There has been sone di scussion as to,
gee, selling out of their territory. Qite
frankly, if we wanted to serve another area, we'd
be building in another area. |t doesn't make a
ot of sense to build a plant in Illinois to
serve Florida, Tennessee, what have you. Wile
that m ght happen on an occasi onal basis, there
are sone constraints. Nunber one, the
transm ssion system The transm ssion system
that we have in this country was not designed for
bulk transfers with fromone site to the other

If that was the case, there wouldn't
have been shortages in New Engl and because the

plants in Illinois would have nmet that need.
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That's not what happened this past year. Nunber
two, there were sone discussions yesterday, |
believe, fromthe gentleman fromthe | PC who

briefly touched on transnission tariffs.

If I"'mgoing to sell into another
state, let's say, I'mgoing to Tennessee, | have
to pay a tariff across Indiana -- ny geography

is failing me right now, but, you know, there are

L. A REPORTI NG (312) 419-9292

276

several service territories that | have to
cross. It nmakes a lot |ess economnic sense,
provided | can sell the transm ssion issues,
whi ch are very constrai ned on hot days, to try to
sell into there

Is there a chance that it could
happen? In other words, if |I contract to
sonmebody el se, could he resell it there? There's
probably a rare occasi on where the econom cs
m ght make it make sense, but by and | arge
woul d say it would go into this service
territory.

Now, by the sanme token, the converse
could al so happen. It could be happening that

there's a shortage here that we receive the
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benefits of a plant that's built sonepl ace el se.

| don't think anybody objects to that, but this
istoput it in context. It doesn't happen al
the time, but, you know, could it conceivably
happen? | hate to do it. |[|'ve got the

engi neering syndrone. It's every answer starts
with it depends. You know, by and large, no, it
woul d serve the Illinois nmarket. It doesn't mnake

sense to put a plant in Illinois to serve
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sonepl ace el se
DR FLEMAL: In a slightly different
direction, you had discussed in your testinony or
presentation the difference between a sinple
peaki ng plant, single cycle, and a conbi ned cycle
facility.
| believe in part of your nessage
there was that the conversion froma single cycle
to a conbined cycle is not necessarily a sinple
mat t er .
Have | captured sone of the essence
of that direction?
MR ERJAVEC. This, again, the engineering

syndrone. Sinple is relative. Can it be done?
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Yes, it can be done. Sone of themw Il be
converted. You have to take the plant out of
service for a period of tine. The message that |
was trying to get was to try to address what sone
of the inpacts were to nmaking those conversions.
It's probably a year-long process.

DR FLEMAL: | guess in mnmy concept of
sinmplicity I"'mlooking at it not fromthe
engi neering side. | understand engi neering --

engi neers can do things.
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| was thinking nore froma regul atory
approval sort of perspective. Do you need -- in
your understandi ng, for exanple, would you need
to go back through sone of the sanme steps that
i nvol ved your original siting?

MR ERJAVEC. Here cones the D word
again. That's going to depend upon how you
permitted the original facility. There are many
facilities out there that probably have in the
back of their minds the idea to build a peaker
and then convert down the road, and they have
just pernmitted it as a peaker, in which case it

will have to go back to the local -- to the |oca



14

15

16

17

18

19

20

21

22

23

24

10

11

12

zoni ng probably for -- definitely for building
permts because this is a substantial building
that gets added to this facility.

They will probably al so have to go
back to the Illinois EPA because they will be
turning a mnor source into a major source with
all the PSD considerations that were discussed
yest erday, BACT anal yses, and things |ike that.

Now, | do know that there are sone
entities out there that were forward thinking

enough to pernit their plants to be conbi ned
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cycle fromday one. | know that one was
nmentioned that, you know, was being built
initially as a peaker and was going to convert.
It has all that permtted al ready, and, you know,
t hey' ve bought it and they' ve done that.

So they woul dn't have to go back
Soneone el se who is contenpl ating changing a
plant that was only pernmitted as a peaker, yes,
woul d have to go back and go through probably
nore proceedi ngs than they did to put the peaker
i n because the inpacts have changed

significantly.
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MS. MANNING | n your power point
presentation, you gave exanples of annual water
consunption. You showed that Indeck is small in
conpari son to a 400-room hotel or a medical
center, retirenment honme, those kinds of things.

What basic hours of operation -- when
you consi dered an annual figure, what hours of
operation were you basing --

MR, ERJAVEC. For the peaker plant?

M5. MANNING -- for the peaker plant in
order to get to that figure?

MR ERJAVEC. Again, this was the 300
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nmegawatt plant we're tal king about. W're
talking a plant that was permtted for
approxi mately 2,000 hours or it was permtted
2,000 hours of operation.

M5. MANNING And nore generally -- and so
that's what those figures are based on --

MR ERJAVEC. Correct, correct. Yes.

M5. MANNING -- per year?

MR ERJAVEC. Yes.

M5. MANNI NG More generally in the water

area, we haven't heard anything in terns of --
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the water is taken in, | assume, to cool -- for
the nost part, to cool the operation?

MR ERJAVEC. kay. The water that we are
pointing to on that particular facility is for an
evaporative cooler you put at the front end.

That is water that is evaporated in the air to
cool the air on a day to allow denser air to go
through it and increase the efficiency.

M5. MANNING So nost of the water is
evapor ated and not discharged in any way?

MR ERJAVEC. That's correct. That's
correct. The only discharge really associated

wth it is the water treatnment for the water

L. A REPORTING (312) 419-9292

that's being used going in, and that's about --
it's five to seven percent of the water that's
consuned comes back as wast ewat er

Ms. MANNING I n cogeneration facilities,
we' ve had issues of a thernmal -- the Board's
thermal regel ati ons bei ng i npact ed.

MR ERJAVEC. Uh- huh.

M5. MMANNING |Is it your understanding --
and we didn't hear anything fromthe EPA either

about thermal issues.

281
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Is it your understanding that peaker
pl ants woul d not be of concern at all in terns of
the Board's thermal regul ations?

MR ERJAVEC. | haven't |ooked at the
thermal regulations in probably ten years now.
However, ny recollection of themwould be that
t hey woul d probably be -- the inpact woul d
probably be very little. Al of these plants --
I don't know if anyone is proposing an open cycle
plant. 1In other words, you know, drain water
fromthe river, sending it through, sending it
back, which would definitely have a thermal
pr obl em

In fact, | don't know that you coul d
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permt that kind of a plant anynore from a USEPA
or froman IIlinois EPA standpoint or Pollution
Control Board standard standpoint.

They woul d all have cooling powers.
The boil down fromthe cooling power is
relatively mnor if discharged through surface
water, and that's where we woul d apply the
thermal standards. |n the discharge of thernal

surface water, there could be an inpact. [|'d
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have to | ook at the specifics. Perhaps, a

di ffuser would be in order or sonething |ike
that. Many of themw |l discharge to the |oca
sewers, and it's generally not a problem

M5. MANNI NG That's what you're doing at
the Libertyville facility, is it not?

MR ERJAVEC. No, no, because that one is
not -- the only time that that thermal inpact
cones into play is when you have -- you've nade
it into a conbined cycle plant where you' ve got
t he steam cycl e because the heat is generated
fromcooling the steamthat runs through the
turbine. That's where the cooling cycle cones,
and that's where the thermal di scharge occurs.

There is really no thernmal discharge froma
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peaker plant, at least fromthe ones that we're
pr oposi ng.

M5. MANNING And on the issue of noise
regul ation, obviously, you're quite aware of the
Board's noi se regulations, but it's your
understanding as well, is it not, that it's not
actually part of the permtting process in terns

of the air permtting process with the Agency?
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MR ERJAVEC. It's not a part of the
process. There are no noi se permts issued.
W're well aware of that. However, that doesn't
relieve us of the obligation to meet the
standards. | mean, that's part of the research
you do no nmatter where you're going to build a
pl ant .

You know, you go and find out what
the state and local regulations are with respect
to noise, water, air, what have you, and you nake
sure that your design considers all those because
it's your obligation to neet them

M5. MANNI NG  Thank you

MR RAO Fromyour perspective, would you
describe a typical peaker plant in terns of the,

you know, size and land that it occupies, and how
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much it's built up, and how nuch open space? Can
you provide that?

MR WASSI LKOABKY:  The peaker itself, if
you were just to look at the area it takes up, is
about five acres, nmaybe even |less. Wat we do is
we' ve | ooked at sites that are larger for |ayout

and construction, sone creating natural barriers,
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some to aesthetically tend to a setting.

So there's several reasons for why

sone of the sites are bigger than what they are.

In sone cases,

peopl e may | ook at expansi ons.

Sites that we | ook at for peakers for the nost

part were for just buffering standpoints,

aest heti cs,

want to |

t he power

alittle

where, you know,

acres and | arger,

nost of t

MB. McFAWN:
itself takes up five acres?

MR WASSI LKOABKY

ay out the plan.

j ust managenent standpoint of how we

So fromour standpoint, | would say

plant itself is on about five acres or

| ess, and we've probably shown sites

he cases.

t hey' ve varied even from 20

but that's for buffering in

Di d you say the power plant

Yeah, because you need

L. A REPORTI NG (312) 419-9292

space in between the equi pnment. You know, you

can't put one gas -- there are two gas turbines

on a 300
equi pnent
I'd say,

| ess.

nmegawatt plant, and you have sone ot her

joining with it.

around five acres,

So it takes anywhere,

maybe a little bit

285
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MR RAO | have one nore question on the
t ur bi nes thensel ves.

Do turbines used by Indeck utilize,
i ke, any conbustion nodification techniques to
reduce NOx emi ssions, you know, such as dry-I|ow
NOx ?

MR, WASSI LKOABKY:  They're all dry-1ow NOx
conbustion. Mostly the |large nachi nes today use
that technol ogy, and Indeck's also include
dry-1 ow NOX.

MR RAO How do, you know, em ssion rates
fromthese turbines conpare with the emn ssion
rates that | EPA has given us with BACT for one or
two plants in the state?

Are you famliar with those nunbers?

MR ERJAVEC. | saw the nunbers yesterday.
Forgive me. 1Is it Dr. Romaine or M. Romai ne?

MR RAO M. Ronaine.
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MR ERJAVEC. kay. Chris, | didn't want

to keep doing this. Sorry about that.
| don't recall exactly what he said.
| thought they were on the order of 15 parts per

mllion, | think.
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MR RAO  Yes.

MR, ERJAVEC. kay. That's what we have
permitted our plants at is 15 parts. |It's 15 to
25, | believe. It was in the range right there
dependi ng upon the piece of equipnent.

Quite frankly, you've got basically
three conpetitors out there producing these |arge
frane turbines, and they are all striving to get
themas | ow as they can, but, you know, as any
ot her industry you have, you know, one nmay get a
little bit ahead of the other in the curve. So
they're all trying to shoot -- | think the range
that's out there for dry-low NOx is somewhere
bet ween 25 and ni ne dependi ng on the
manufacturer, and they're all trying to get
| ower .

Frequently, they'll perform better
than the desi gn because they have to guarantee

the design. So they want to put a bit of a
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margin in there for thenselves, but, yes, they
nmeet BACT without question for a peaker
MR RAO Thank you.

HEARI NG OFFI CER JACKSON:  Any ot hers



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

1

2

3

questions? GCkay. It looks like --

MR, ERJAVEC. One thing before | go, they
say that one picture is worth a thousand words or
in this case of these hearings maybe 10, 000 or
tens of thousands of words. W've just conm ssioned
a plant in Rockford, and we would be very
pl eased, if it would work for the Board, to have
them cone visit the facility.

I"msure that any of ny colleagues in
t he peaker industry who have plants in the state
of Illinois would, again, extend such an
invitation. So if something would help to
enhance the Board's understandi ng of the issues
here, we would be very glad to host a visit.
Thank you.

HEARI NG OFFI CER JACKSON:  Thank you.

W'l take that into consideration. At this

point, it's just about 12:00 -- were you
fini shed?
MR ERJAVEC. |'ve just got to pack up

L. A REPORTING (312) 419-9292
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HEARI NG OFFI CER JACKSON:  It's about 12:00
o'clock. W'dreally like to get started with

the next presenter. Comonwealth Edison is
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scheduled to go next. |If we could have the
Commonweal t h Edi son fol ks cone down to the
front.

Commonweal t h Edi son, you may begin
your testinony.

M5. JURACEK: Thank you. Conmonweal th
Edi son is pleased to be here to provide our
perspective on the questions that have been
rai sed by the Governor in his request that you
i nvestigate the peaker siting in Illinois.
Presenting testinony is nyself, Arlene Juracek
and Steve Naumann. W both, between us, have
nore than 50-person years of experience at
Commonweal t h Edi son, and | believe we can address
the issues coming fromthat wealth of
experi ence.

My background is in the regul atory
and legislative end as well as in the rate-naking
end. | also participated in the redrafting of
the Electric Wility Restructuring Act in the

state of Illinois.
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HEARI NG OFFI CER JACKSON: I'msorry to

interrupt. Could you speak into the m crophone?
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M5. JURACEK: And M. Naumann cones with a
weal th of experience on our transm ssion and
di stribution services side of the business. W
have filed 14 pages of pre-filed testinmony. W
will be giving you a very brief summary of that
testinony, and then we'll be pleased to answer
questi ons.

You will note that in ny
qualifications in that testinony that | am
chairman of the M. Prospect zoning board of
appeals. While that experience has certainly
pl ayed an influencing role on ny business
judgnment, | amnot testifying either on behal f of
the village or its zoning board of appeals at
this point in tine.

That bei ng said, Conmonweal t h Edi son
does support the restructuring of the electric
industry as crafted by the Illinois |egislature
and the Federal Energy Regul atory Conmi ssion.
Yest erday, you heard from M. Charlie Fisher of
the Il1inois Comrerce Conmi ssion on the evol ution

of that regulation in the state of Illinois, and
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we believe that as designed by the Illinois
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| egislature that the free nmarkets in the
generation market will lead to anple capacity at
reasonable prices in the state of Illinois.

Ri ght now, there's a | ot of
di scussion about events in California with
respect to their market design and the type of
pricing that they have seen, and I'l|l address
that very briefly in a fewmnutes in ny
remar ks

A critical feature of restructuring
inlllinois is the availability of new privately
devel oped el ectric generation to neet the state's
i ncreasing demand for power. |In fact, load is
continuing to grow. Conmonwealth Edison is in
the process of beginning its re-eval uation of
| oad growt h, and we suspect that that | oad
grow h, despite the best efforts of the Energy
Conservation I ndustry and the begi nnings of the
solar and wind industry in the state of Illinois
that, in fact, that load growh will probably be
hi gher than we have experienced in recent years.

While no longer will the custoners of

the utility be at risk that too much generation
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will be built by a utility resulting in high
rates based on a cost of building it, as a matter
of fact, in the restructuring industry we finally
get the pricing right.

Under the old regulated industry in
which utilities built generation and were
regul ated by the Illinois Conmerce Conm ssion, we
could not put the value of that plant into our
prices until that plant was up and running. So
what you have was increasing prices with
i ncreasing supply. WlIl, anyone who has taken
Econom cs 101 knows that's conpl etely backwards.
Under the laws of supply of demand, prices go
hi gher when there's a shortage of capacity, thus
t hrowi ng out econonic players to fulfill that
need and then get reduced or stabilized to the
extent you get into an optinmal supply and demand
condition. That is the condition that the new
mar ket pl ace is attenpting to mnic.

Now, whet her the marketpl ace rather
than the regulator or the utility determ nes what
generation is needed, the regulatory schene has
shifted so that while there are still state and

federal standards for air, water, and noise
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pol lution, |ocal governnents now have an
increased role in the process of siting
nonutility generation using the traditiona
zoning authority. W would point out that that
traditional zoning authority and the existing

| aws and regul ati ons as supplied by both the
state and federal agency appear to be working.

O the nunerous plants that have been
proposed in the state, sone are up and runni ng
and sone are not, but the process is working, and
the fact is that the need for these
| oad-foll owing resources is continuing to grow,
as | nmentioned earlier. So you will see nore
t han possi bly we need being proposed, but that's
because the process is going to weed out sonme and
allow others to be built, and the fact is with
| oad growth, so |l ong as our custoners expect
light switches to be flipped and lights to go on
and so on, the utilities do retain an obligation
to serve in this restructuring mnarketpl ace.

There will be a need for this new generation.

W don't believe that a new or nore

stringent regulation is warranted and, in fact,

woul d i kely have a negative effect on the

L. A REPORTI NG (312) 419-9292
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state's generating capacity. To the extent any
new regul ati on woul d sl ow down the permitting
process, it sinply does not work in today's

mar ket pl ace. | n the past when utilities were
bui | di ng | arge basel oad generation that had
ten-year construction schedul es and they were
forecasting ten years out, a lengthy permtting
process was an accepted piece of the norm and
coul d be accomodat ed t hrough mnor shifts
because you were tal ki ng about sonething ten
years out.

Today, the technology is snaller. It
is built nore efficiently and, in some cases, in
a matter of nonths rather than years, and
following the trends of industry generally wth
respect to just-in-tinme resources, any
| engt heni ng of supply permtting could, in fact,
result in supply shortages whi ch woul d i npact

either the liability or the prices of electricity

in lllinois.

| mentioned California' s nodel for
restructuring. It is considerably different than
the Illinois nodel, and, whereas, California has

mai ntai ned tight regulatory control over
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whol esal e prices and the approval of new
generation, Illinois has allowed prices in the
free market to determ ne what generation needs to
be built. California' s experience in the sunmer
i n which demand has continued to grow while
generation capacity has not, supports the view
that the market should be allowed to operate in
IIlinois as the Illinois |egislature intended.
It's very inportant that that generation be
located, to a large extent, in the state of
[Ilinois, and M. Naumann will address that.
MR NAUMANN:  Thank you. Good afternoon

In effect, 1"mgoing to answer the
flipside of the question that was asked earlier
about whether these plants being built in
[I'linois can be used to serve | oad outside of
IIlinois. The flipside of the question is if
plants were built outside of Illinois to support
the load within Illinois, could you actually get
the power in and could you do so reliably?

O course, the answer is wth enough
time and noney, we could do anything, we believe,
but as a practical matter, there's a linmtation

on the nunber of transm ssion |lines that can be
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built, the cost of those transmi ssion |ines, and
the ability to site those transm ssion |ines.

Froma reliability point of viewto
serve the custonmers within Illinois, it's nuch
better to have the power plants locally where the
transm ssion is under our ability to build, |ess
transm ssion is needed, and, in fact, |ess
problems will occur.

This summer, for exanple, we've seen
on a daily basis multiple incidents of what we
call transm ssion |oading relief where sales
from in this case, one area to another had to be
cut or curtailed because the transm ssion |ines
were being overloaded in rmuch the way that your
house if you tried to draw too nuch power, a fuse
or a circuit breaker would go. W don't get to
that point. So froma reliability point of view,
it is inportant to have your generation closer
and it's much better.

Q her than that, we're prepared to
answer any questions, both about our testinony or
anything el se. Thank you.

HEARI NG OFFI CER JACKSON:  Thank you.

Board nmenbers may now ask any questions that they
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may have

MS. KEZELIS: Good norning, and thank you
for being here today.

Exhibit Dto your joint testinony is
Edi son announi ng preferred | ocations for peaker
power restructuring structures.

Is it fair to say that the
distinction is based on the peaker?

MR NAUMANN:  These are preferred
| ocations for any generation fromthe point of
view of the electrical network where we can nost
easily accept generation w thout the additiona
new transm ssion facilities.

MS. KEZELIS: And the purpose of that was
to encourage i ndependent producers of electricity
to construct facilities in Illinois?

MR NAUMANN: I n the right place where
they can get access to the network and be able to
deliver it to the custonmers w thout having to
either try to construct lines or the delay
i nvolved in actually constructing a najor |ine.

MS. KEZELIS: Thank you.

MR RAO |In your testinony, you mentioned

that in recent years the maxi num peak | oad faced
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by ContEd was 21,000 negawatts | think it was in
1998.

Could you tell us, you know, what the
actual peak denmand is in the area and how rmuch is
needed to neet the demand, you know, of the
exi sting peakers already in place.

M5. JURACEK: The actual peak demand that
we experience is highly weather-dependent.
General ly, on these systens, a peak day, about 40
percent of that peak is conming fromresidentia
air-conditioning |oads. So you can imagi ne that
if we have a large heat buildup or a
tenperature/ hunm dity index buil dup or other
adverse inpacts we can see a higher denmand versus
a nore noderate.

So you do need to | ook at what the
weat her is each day. Qur forecast has been
somet hing on the order of 20,500 negawatts for
the year. | believe Steve knows wires better
than | would the nunber it actually was. In
fact, a lot of the demand growth that we're
seei ng, though, is not comng fromthe

traditional sources that we saw over the | ast
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saturation as well as econonic growh. W're
al so seeing a technological revolution in terns
of additional conmputers which cause then
additional air-conditioning |oads, additiona
facilities such as internet, hotels where we are
seeing | oading on the order of 150 watts per
square foot in a building. This is ten times the
type of |load we have seen in the past.
This is one reason why Commonweal th

Edi son is enbarking on a re-analysis of its |oad
forecast, sonmething it does on an annual basis
anyhow, but which has particular interest to us
gi ven the phenonenal |oad growth that we have
seen in the |last year

MR RAO So have you nmade any specific
forecasts for, you know, the demand, the
addi ti onal power that's needed to neet this
dermand in Il1linois?

MS. JURACEK: Cenerally, the | oad that
Conmmonweal t h Edi son del i vers has been grow ng at
about one and a hal f percent a year. That is,

again, as | said, going to be revisited. It's
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choi ce, Commonweal th Edi son does not supply al
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of that load. By the end of the year, all of our
nonresi dential custoners will be able to choose
their electric supplier. There is a phase-in to
custoner choice in Illinois.

Approxi mately, 52 percent of
Commonweal t h Edi son's nonresidential |oad on
Cct ober 1st was able to choose a new supplier
and then on June 1st all of our manufacturers are
able to choose a new supplier. So you've got
folks that are actually shopping for other than
Commonweal t h Edi son to supply that |oad, and, in
fact, 40 percent of the eligible kilowatt hours
are already operating under nontraditiona
suppl y.

Commonweal th Edi son in the
restructuring marketplace is focusing on having
the delivery systemin place, and, of course, we
need to plan for that peak |oad for delivery
purposes to nake sure the wire capacity is
there. The marketplace is going to be suppling a

ot of the generation capacity in order to neet
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t hose delivery requirements.
MR NAUMANN:.  The nunber you referred to,

the peak load in excess of 21,000, was |ast year

L. A REPORTI NG (312) 419-9292

300

whi ch was a rather hot summer, and as we probably
all know, this has been a rather cool sunmer.

Yet, |ast Tuesday, we canme within a thousand
nmegawatts of that all-tinme peak in a very, very
cool sunmer, which shows a great deal of | oad.

Qur official nunbers that were
prepared | ast year are reported to MAIN, and M.
Bul | ey has those aggregate nunbers, but as Arlene
said, we're going through a re-evaluation on the
belief that those official forecasts may be too
low for the load that we have seen, especially
over the last two or three years given the
econony and the other factors that we just
nment i oned.

The other thing is that from
Commonweal t h Edi son's point of view, our |oad
serving responsibility, as Arlene said, is
changing with retail access, but if you | ook at
what we call the control area, all the |oad

within the area that will be served and used to
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be served by ConEd, changing the nane on the
suppl i er obviously doesn't change the | oad, and
that load growh within northern Illinois,

t hough, will continue to grow at these higher
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rates.

| think you should -- you know, in
addition to understanding the conpetitive
situation, you need to look at the fact that it
is the entire | oad, whoever sends the bill for
it, that actually needs to be served ultinately.

MR RAO Thank you.

DR FLEMAL: The peaks that you referred
to, the 21,000 peaks, are all sunmer peaks, am/|
correct, in my understandi ng?

M5. JURACEK: Yes. Conkd is a
sunmer - peaking utility.

DR FLEMAL: And what kind of demand for
peak -- peaker power exists in the nonsumer
nmonths? |s there any dermand at all?

M5. JURACEK: Peakers are used in the
nonsunmer nonths, particularly if sone of the
basel oad units need to cone down for any

nmai nt enance, which is when you would typically
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take some of your baseload units out,
particularly in the spring and fall nonths.

It depends on the expected | oad
shape. In the wintertinme, you will have peaks

whi ch may be spi king and then dependi ng on the
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weat her situation. W don't have a whole | ot of
el ectric space heating, per se, in our service
area, but to the extent furnaces are running

| onger, be they gas furnaces or oil or whatever,
they're going to be using their fans nore

i ntensively.

So we do have a shaped | oad profile
every day of the year to a greater or |esser
degree, and there nay be some instances in which
peakers need to be run. That being said, there
is generally sufficient internediate capacity to
fill the need in the nonsumer nonths, and the
nore prevalent tinme that peakers would be run
woul d be in the sunmmer nonths.

MR, NAUMANN: Let ne just add one ninor
point. They're also an insurance policy because
occasionally things do go wong on a | arge

system whether it be ours or any other system
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and sonetines it's nature that causes it.

| guess we haven't had a bad wi nter
or a real severe winter for a long tinme, but
there are tines that, for exanple, the river
freezes and you're not able to get coal -- any

nore coal up the river, and on that col dest day
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in the winter, you may need to run the extra
capacity. There are other times where you get a
rain followed by a freeze and peopl e have to dea
with things like frozen coal. So there are
occasi ons of energenci es when you woul d want the
peakers there that can be started very quickly
that can supply that |oad during the wi nter when
sonetines it's a matter of public safety
obviously to continue service to people.

DR FLEMAL: |s there anything that
differs in the economcs of running a peaker
gas-fired plant in the winter than during the
sumer, difference in nmaybe the costs of that or
gas or anything like that?

MR NAUVANN: Wl |, one of the -- soneone
who knows the gas market coul d probably answer

that. It's fairly hard to predict prices of
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comodities. | think a |lot of people were
surprised that the price of gas -- natural gas
went up this sumrer, but it wouldn't be for |ong
periods of time that we would be -- that we, as a
| oad-serving entity, or others would be generally
calling on peaking units during the w nter

As Arlene said, during periods of
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nmai nt enance with very high | oads or very severe
winters or during tines of energencies, and
during short periods of time, the econom cs do
take care of thenselves in general

DR FLEMAL: Thank you.

MR A RARD: | have a question.

A few years into the future when the
residential electric market is restructured,
could we see the kind of price surges they've had
in California this past sumer if we get a rea
hot sumer and we don't have enough peak | oad
avail able in the state?

MS. JURACEK: Certainly not in 2002. What
happened in California is the way their nodel was
set up, once they exhausted their stranded cost

recovery, their custoners were essentially put on
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the spot market for electricity. | think that
was a really silly thing to do

It was a sinplistic notion of how
electric nmarkets actually work because no one
buys all of their supply on the spot mnarket.
VWhat we saw with San Diego Gas & Electric in
particul ar, because it was able to pay off its

stranded cost early, under the regul atory
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mandat ed nodel, their residential custoners did
get put on the spot narket.

In Illinois, residential custoners do
get choices in the year 2002, but they are stil
af fording the opportunity to take bundled rate
service. Bundled rate is the end-to-end
traditional service that we have al ways been
providing. Those prices are frozen through 2004,
and, in fact, in order to abandon those bundl ed
rates, we would have to petition the Illinois
Commer ce Conmmi ssion to abandon those custoners
and basically put themon the narket.

That being said, | don't know too
nmany customers in ny experience in Illinois that

really want spot market pricing. You'll have a
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steel mll or an air separation plant who,
per haps, can respond to spot market pricing, but
nost of the suppliers, retail electric suppliers,
that are serving retail load on an alternate
basi s are not sending spot pricing to our
conmerci al and industrial custoners.

So | think the nodel is set up
differently here, and to the extent the

mar ket pl ace sinply cannot tol erate those spot
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prices, we won't see them here.

MR NAUMANN: |'d just like to add to the
other side, and that's -- Arlene well described
the econonics, but there is the -- fromny point

of view of having to run electrical systens, the
ultimate thing is having enough generation
capacity to serve the | oad.

What ever the price is of however
i nsul ated custoners nay be froma price spike,
there has to be sufficient capacity to neet that
load, and | think if there is not new generation
to cover the load growth, you could run into a
situation, and it may not be a normal situation

it could be a very hot sunmer day or there could
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be outages occur or sonething el se, that would
you sinply not have sufficient generation, and at
that point, price doesn't really matter anynore,
unl ess sonmeone is willing to get off for a |lot of
nmoney, and that's our ultinmate responsibility as
a utility is to be able to serve the custoners
with the generation.

MR G RARD: Thank you.

HEARI NG OFFI CER JACKSON: At this tine,

woul d you like to admit your pre-filed testinony
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into the record?

M5. JURACEK:  Yes.

HEARI NG OFFI CER JACKSON: It's so
admtted. It will be nmarked by the court
reporter. Thank you.

This afternoon's schedule will be the
sane as | nentioned earlier, with one change.
When we cone back after lunch, the first
presentation will be by the Illinois
Envi ronnental Regulatory G oup. There are sone
travel issues that need to be met with them So
their presentation will begin first. Qherw se,
it's as | had nmentioned earlier. W'l reconvene
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exactly at 1:30. W will try to start exactly at
that tinme. Thank you.
(Wher eupon, further proceedi ngs
wer e adj ourned pursuant to the
[ unch break and reconvened
as follows.)

HEARI NG OFFI CER JACKSON: W're going to
get started here. W still have five presenters
to get through this afternoon. W want to get
started as soon as possible. First to present

this afternoon is Deirdre Hrner with the
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Il1linois Environnental Regulatory Goup. |If you
want get started whatever you're ready.

M5. HRNER  Thank you very nuch. M nane
is Deirdre Hirner. | amexecutive director of
the Environnmental Regul atory G oup, which is an
affiliate organization of the Illinois State
Chanber of Commerce. Madam Chairman and nenbers
of the Board, | do appreciate having the
opportunity to talk to you about this issue
t oday.

What 1'mgoing to present right now

is a summary of ny pre-filed testinmony which we
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have subnmitted for the record. W at |ERG do
not, by any neans, hold ourselves out to be
experts in the area of peaker plants. However,
we do recogni ze the need for a reliable,
dependabl e, and safe source of electric and
thermal power to allow business, particularly the
manuf acturing sector, to conduct normal
operations and to equally, if not nore
importantly, assure the safety of process
oper ati ons.

Because sone of our menbers do and/or

will own and operate peaker units and because
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many of our nenbers nmay well, at some point, have
to rely on peaker units to provide energy at
critical times, IERG has a strong interest in
assuring that peaker plants are able to locate
and to operate in the state of Illinois.

On review of the Governor's request
to the Board to nmake recommendati ons whet her
addi ti onal requirenments need be i nposed on peaker
pl ants to safeguard the environnent, the nenbers
of 1 ERG woul d respectfully request that the Board

keep the following issues in mnd: First, that
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t he scope of the hearings be limted to natura
gas-fired peak-load el ectrical generating plants,
and by that we nean those specifically
constructed to supply only electrical power and
only in times of peak demand, and when mnaki ng
recomendat i ons regardi ng such units, to bear in
mnd that with deregulation, utilities no |onger
wi Il have the obligation to provide adequate
power in return for a guaranteed rate of return.
Peaker plants will be necessary to
ensure a safe and reliable electricity supply at
critical times, and each obstacle or cost added

to constructing peakers will, at best, be
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reflected in the cost of electricity and, at
worst, will deter any decision to construct, thus
leaving Illinois wthout necessary electric
capacity. W believe that would be an
unaccept abl e out cone.

Second, power generating facilities
operate within locational constraints. Wile
| ERG nai ntains, and as reflected in ny first
poi nt, that cogenerati on and energency generators

are not within the purview of these hearings, we
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do want the record to reflect the unique

| ocational constraints of these units. The

electricity generating facility nust be | ocated

on or near the site that will be receiving the

energy output. Regarding siting natters where

peaker plants that are the subject of these

hearings, it is inportant that |ocal governnents

are prepared to address siting within the body of

| aw and regul ations that is available to them
Third, based on | ERG nenbers'

know edge of and experience with not only

I[Ilinois' current air quality statutes and

regul ations, but also additional federal and

proposed air quality statutes and regul ati ons, we
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unequi vocal |y believe there is no need to nore
strictly regul ate peaker plants. Peaker plants,
like any other facility, must, if they trigger
regul atory threshol ds, denonstrate they neet

m ni mum performance | evel s by conplying, for
exanpl e, with new source performance standards.
Units nmust denonstrate that prescribed em ssion
levels be nmet. |If the facility cannot neet these

levels, it's back to the drawi ng board for the
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facility.

Simlarly, peaker plants, |ike other
facilities, that trigger PSD nust undergo
rigorous PSD revi ew and anal ysis to assure that
air quality in a given area is not adversely
af fected. Peakers triggering PSD will be
required to inplenment BACT and the terns will be
placed in a federally enforceable permt prior to
construction.

| would further point out that those
facilities that do not have the capacity to
trigger PSD review and as you and | heard EPA' s
testinmony yesterday, that nost peakers will not
trigger PSD review, are by no neans w t hout

[imtations. Restrictions will be placed in
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their permits to assure the facility does not
exceed the protective upper limt on em ssions.
Restrictions can include such things
as operating limts, allowing the facility to
operate only X nunber of hours per year, or to
produce only Y kilowatts of electricity. Permts
can and usually do contain nonitoring and testing

provisions to assure that em ssion caps are not
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exceeded.

Finally, as it relates to the current
state of air regulation, I will reference another
proceeding currently before the Board, that
proceeding to neet the requirenments to
denonstrate attai nnent of the one-hour standard
and conplying with the NOx SIP call. W heard in
| EPA' s testinony yesterday that NOx is the
primary pollutant of concern associated with
peakers. Al peakers will be subject to a NOX
cap and trade system New peaker plants wll
begi n operation with an allocation froma new
source set aside of existing NOX em ssions.

If additional allocations are
necessary to operate, these will have to be

purchased frompreviously permtted facilities.

L. A REPORTING (312) 419-9292

313

The result is a zero sumeffect. Fears that
addi ti onal peaker plants will increase the total
tonnage of NOX in the overall region are
unf ounded.

In conclusion, | will note that in
our businesses and in our honmes, we expect the

lights to come on when we flip the switch
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Recent newspaper accounts that | have read
i ndicate that that expectation nay not hold true
in some areas on the west coast, and sone of the
factors inpacting that situation are very simlar
to those before the Board in this proceedi ng.
Therefore, the menbers of |ERG woul d

urge the Board to consider the need for and
benefits of a safe and reliable supply of
electric power along with the strength of current
regul atory prograns and those conmi ng down the
pi pe before it considers the need for any
additional regulation, and that concludes ny
remarks. 1'll be pleased to answer any
guesti ons.

HEARI NG OFFI CER JACKSON:  Thank you. The
Board can proceed with any questions. Ckay.

M5. H RNER  Thank you.
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HEARI NG OFFI CER JACKSON:  Richard Bul |l ey
fromMAIN is our next presenter
I just want to note for the record
that a coupl e of individuals have asked ne about
presenting testinony today. Those individuals

had not pre-filed testinony for the proceeding
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today, and | just want to reiterate that as

stated in ny hearing officer order of July 13th,

any presenters for the hearing yesterday or today

were required to pre-file their testinony.

Therefore, we're not going to be able to accept

any testinony frompersons who did not pre-file

their testinony prior to today.

However, that certainly does not nean

that we are not interested in the information you

have to give us. There are five other days of

heari ngs schedul ed, both in the northern part of

the state and in Springfield, and we invite you

to attend any and all of those hearings and rmake

your presentations there.

As well, we are

accepting witten public coments until Novenber

6th, and you are al so welconed to file your

comments with the Board

conment s.

L. A REPORTI NG

n the formof witten

(312) 419-9292

At this point, we'll proceed wth

Ri chard Bulley from M d- Anerica | nterconnected

Network. M. Bulley, when you're ready.

MR BULLEY: Thank you. As you said, ny

name i s Richard Bull ey.

I''m executive director
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of MAIN, and | have a double E degree fromthe
IIlinois Institute of Technol ogy and have spent
nore than 40 years in the electrical utility

i ndustry, nostly in the area of generation and
transm ssi on system pl anni ng and system
operations.

MAIN i s one of ten regiona
reliability councils which conprise the North
Anerican Electric Reliability Council, NERC, and
col lectively those 11 agencies coordinate the
pl anni ng and operation of the
North Anerican el ectric system which includes
generation and hi gh voltage transm ssion

MAI N enconpasses nore than j ust
IIlinois. It includes eastern Wsconsin, eastern
M ssouri, eastern lowa, a portion of M nnesota,
and the upper peninsula of Mchigan. [Illinois or
even MAIN, for that matter, cannot be eval uated

i ndividual |y because they're all part of an
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i nterconnected system of transm ssion and
generation which stretches fromthe Rocky
Mountains to the Atlantic Ccean. For this

reason, NERC and its ten reliability counsels
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wor k together to devel op standards for planning
and operation of the North American electric
system

One area of this activity is
eval uati on of resource adequacy. W had sone
guestions about that this norning, and | think
these comments will come directly to that. NMAIN
performs detailed annual studies to determ ne the
amount of reserve that's required for reliability
in the MAIN region. W do the studies every
year. The reserve requirenent varies slightly
dependi ng upon the particular group of units that
we' re | ooking at, but over the past several years
and as we look to the future, that range is in
the 17 to 20 percent range, and this nunber has
been approved by the board of directors.

MAIN then takes that -- takes the
projected | oads and capacity of its nenber
conpani es and conpares the reserves to that -- to

the 17 to 20 percent nunber. Based on these
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studies, we've determned that for the summer of
2000, the projected reserve margin was 18

percent. This is within the 17 to 20 percent
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range requested by or determ ned by the studies.

However, 1'd like to point out that
if there had been no IPPs in the capacity that
was considered for serving the nmain | oads, that
mar gi n woul d have been only 7.4 percent, clearly
wel | below what is required for reliable electric
service

Looking at it another way, if you
start with today's electric capacity, including
the | PPs that are already there, but excluding
| PPs which are planned for the future, our
projected reserve nmargins for the next three
years are 13 percent, 11 percent, and ten percent
respectively, and these nunbers al so are bel ow,
significantly below, the reserve margin required
for adequate resources. That concludes ny

t esti nony.

HEARI NG OFFI CER JACKSON:  Thank you, M. Bulley.

Any questions fromthe Board?
MS. KEZELIS: | have one quick one for

clarification purposes only, M. Bulley.

L. A REPORTING (312) 419-9292

Wul d you explain the standard t hat

is used in the industry that one day is ten years

318



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

1

loss, and is that base peak or is that |oss of
production capacity? Sinply anplify what that
is.

MR, BULLEY: Ckay. Let's see. I|I'mstart
back before we ever had conputers and peopl e just
ki nd of judged on what was an adequate anount of
reserving margin to carry based on the generating
units that they had, and then as conputers becane
avai |l abl e and prograns where they could | ook at
this analytically, they started making
cal cul ations, and the cal cul ation that kind of
cane close to what everybody was using anyway and
to provide the right answer was the criterion of
one day in ten years, which neans that in a
ten-year period, one of -- there has to be one
day on a probability basis, one day which the
load is going to exceed the avail abl e resources.
The one day in ten years is arbitrary, but it's
based on historic practice and results of
historic practice which have been favorabl e.

MS. KEZELIS: Thank you.

MR RAO | also have a clarification

L. A REPORTING (312) 419-9292
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guesti on.
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The m ni mum reserve capacity that you

nmentioned, is that a reserve in addition to
basel oad or is that, you know, with reference to
t he peak | oads?

MR BULLEY: | should have clarified
that. Reserve margin is the anmount of reserve
left over. 1'll do it another way. The capacity
that you have available to serve the |oad m nus
the load that you expect, that's the reserve
margi n, and you express that in percent by
dividing it by the |oad.

So if you have in MAIN roughly 55, 000

megawatts of generation and 50,000 nmegawatts of
| oad, the reserve -- | didn't think about this
ahead of time. This isn't going to cone out
right, but if you had 55,000 negawatts of
generation and 50,000 negawatts of |oad, you
woul d have 5,000 negawatts reserve, and that
translates into a ten percent reserve nargin,
5,000 di vided by 50, 000.

MR RAO Thank you.

Ms. McFAVWN.  And when you tal k about | oad,

you are including the peak demand as well as the

L. A REPORTING (312) 419-9292
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base denmand?

MR BULLEY: Yes. This is the tota
demand. This is the total demand, | shoul d say,
excludi ng contract interruptible custoners.

M5. McFAWN.  How accurate has your
forecasti ng been?

MR BULLEY: I'll punt on this. Qur

nmenbers do the actual forecasting, and we conpile

that to use our -- do our studies in. The
forecasting is pretty nmuch -- accuracy is pretty
much dependent upon the weather. Wather -- as

Arl ene Juracek said earlier this norning,
ai r-conditioning accounts for about 40 percent of
the I oad on a hot summer day. So if it doesn't
get hot, then the load, it doesn't materialize as
well. So on an average -- | don't have any
speci fics on accuracy, but on an average we have
fairly good | oad estinates.

M5. McFAVWN.  Woul d you explain to ne a
little bit nore about MAIN? You say your
nmenbers. So are you an i ndependent organization
funded by the nenbers or how do you operate?

MR BULLEY: W are an organi zation funded

by our nenbers. Qur nenbers are electric
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utilities and other entities with interests in
the region which I defined as -- | defined before
as Illinois, eastern Wsconsin, eastern |owa,
eastern M ssouri, the upper peninsula, and a
snmall part of M nnesot a.

It's not only electric utilities, but
it's independent power producers who operate in
that area and market. |t includes nunicipa
systens and state agency nuni ci pal s.

Ms. McFAVWN. How many nenbers do you
have?

MR, BULLEY: Forty-five.

Ms. McFAVWN.  Wien you tal k about the
reserves and the margins, you were talking across
the whole territory of your nmenbers of MAIN or
just Illinois?

MR BULLEY: Yes, MAIN. W don't
segregate -- we don't separate Illinois out of
t hat .

Ms. MFAVWN. |s there any reason for that
particul ar geographical area? Is that a
transm ssion area or is it just randon?

MR BULLEY: | don't want to say it's

random but it's sonewhat based on transm ssion

L. A REPORTING (312) 419-9292
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restraints. |It's what was formed back in 1968
when all the other regions were fornmed and
boundaries were defined. Prior to the formation
of NERC in 1968, MAIN was forned in 1964, and
they had an area that reached out.
|'ve been to the Twin Cities area and

over further east into Chio and M chi gan, and
when the other -- after the northeast blackout of
1965, the other regions -- other areas of the
country set up regions. Sone of those took that,
some of the territory that had been part of the
MAI N region. So there are political reasons,
there are electrical reasons that determne the
boundari es.

M5. MFAWN:  Thank you.

HEARI NG OFFI CER JACKSON: Are there any
ot her questions? kay. Thank you, M. Bulley.

Qur next presentation is from M dwest

I ndependent Power Suppliers. | believe Fredd
Greenberg is here to testify.

M5. GREENBERG  Good afternoon to all of
you.

HEARI NG OFFI CER JACKSON: | f you have

others that may be assisting you in your

L. A REPORTI NG (312) 419-9292
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presentation, just rmake sure they're identified
for the record.

MS. GREENBERG | certainly will do that
My nanme is Freddi Greenberg, and | amthe
executive director and general counsel of the
M dwest | ndependent Power Suppliers or, as we
call it MNPS, MWI-P-S and | have with me

today nenbers of -- representatives of two of ny

menber conpanies. On ny right is Wendy Lessig of

Dynagy, and on ny left is Steve Brick of

PG & E's National Energy G oup.

W' re delighted to have the chance to

be here to talk with you today, and we're al so
very pleased to see that so many of the
presenters who have spoken to you in these | ast
two days have positions that are conmon with
ours, and that will nake our presentation
actually quite a bit shorter than it m ght

ot herwi se have been, but we do have pre-filed

t esti nony.

Attached to our pre-filed, for your

information, is a list of nenbers of MANPS, and

just want to note that any tinme we present

coment s probably, those comments represent the
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opi nions of the group, but not necessarily of any
i ndi vi dual rnenber conpany. MANPS is an

organi zation of |eading and conpetitive power
suppliers within an interest in participating in
the conpetitive electric markets in Illinois and
el sewhere in the M dwest.

Qur nmenbers are conmmitted to
providing reliable electricity at a reasonabl e
cost. You've heard presenters in the last two
days tal k about the need for electric -- for
electric capacity in this area. Conmonweal th
Edi son has tal ked about the extent to which
capacity within the control area of their system
is beneficial to the systemitself and to the
reliability of the system and we just heard M.
Bul | ey tal k about shrinking reserve nargins.

W' ve also all heard about the price
spi kes that occurred in the whol esale electric
markets in the sunmer of 1998 and all of these
are indications that there's a need for
generating capacity in this i medi ate area
MN PS' nenbers and ot her nenbers of our industry
have stepped up to the plate to neet -- to neet

t hat need.
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Qur menbers have committed to invest
significant anounts of capital within Illinois to
conply with all the applicable | aws and
regul ations and to build a generation that's
needed in the short-termin the formof peaking
pl ant s.

Many of these peaking plants, in
fact, are to be located in areas designated by
Commonweal th Edi son as areas where this new
generation would be nost beneficial to the
existing system and this also will mnimze the
need for additional transm ssion construction

which will further benefit the environment.

I"mnot going to -- and | just want
to go back for one nonent. | forgot to nention
that Indeck is also a nenber of MAVPS. [|'m not

going to go into the definition of peaker plant.
| think that was nore than anply covered by the
speakers before us, but | would like to just
nmention one point about peaker plants. People
often refer to these plants as unregul ated, and
to sonme extent, we take issue with that

desi gnati on.



24

10

11

12

13

14

15

16

17

18

19

20

21

22

These plants are unregulated only in

L. A REPORTING (312) 419-9292

one aspect, and that is that they are not rate
regul ated the way that a utility-owned generating
plant is regulated. These plants are not
included in a utility's reg base, but in all

ot her aspects, they are subject to a multitude of
regul ations, and we certainly heard a great dea
about that yesterday fromthe speakers fromthe
EPA, and there are many ot her |aws

and regul ations that apply to these plants, but
this being outside of the rate base is the
characteristic that distinguishes these plants
fromutility-owned plants.

One benefit to the rate pay of this
unregul at ed unreg-based feature of the plants is
that the devel oper of the peaker plant bears al
the risks associated with the plant's
construction and all the financial risk
associated with the plant. The proposed peaker
plants, if constructed, will enhance reliability
of electric services to Illinois and to the
M dwest by both increasing the generating

capacity and by providing vol tage support and the
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In addition, conpetition will be
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i ncreased in the whol esal e market, which will
further reduce the probability of price spikes in
that market in the Mdwest, and all of these
results are what the | egislature envisioned that
it enacted its custoner choice and reg relief act
of 1997.

Agai nst this background, 1'd just
like to very briefly go through the various
guestions that were asked when this proceeding
was noticed. The first question, do peakers need
to be regulated nore strictly than the current
air quality statutes and regul ati ons provided, |
think the answer to that that was supported by
the various speakers so far is definitely not.
There's a strict set of regulations applicable to
t hese plants, and the peakers do not pose a
threat to air quality, to human health, or to the
envi ronnent .

In addition, the peakers use
state-of -the-art technol ogy, and |I'm advi sed,

al t hough I am personally not an environnental
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m ght be permitted as a minor source would, even

if BACT, B-A-C T, review were required, neet that
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requi renent and not require any addtiona
control s beyond what the plant already has. So
the air inpact is not a problemat all

The second question was whet her the
peaker plants pose a unique threat or a greater
threat than other types of state-regul ated
facilities, and, again, | think the presentations
that were given, both yesterday by the EPA and
this norning, particularly by M. Erjavec,
clearly state that that's not the case with
respect to any of the types of pollution
nmenti oned, and the groundwater issue will, of
course, be addressed further by the CGovernor's
Task Force.

| did want to nmention the question of
noi se because it seens to have been a thene.
Al though, | understand that it's not a focus
beyond any of the other points, and that is
sinply that the devel opers who work for ny menber

conpani es have indicated to ne over and over



21

22

23

24

10

11

12

13

14

15

16

17

18

19
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quality is not part of the state permtting
process, it is very nmuch in the mnd of the

devel oper and in the forefront of the devel oper's
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pl anni ng as they design the plant.

The devel oper typically works with
the conmunity to address the concerns that are
raised with respect to noise, and I think the
statement we heard yesterday that there have been
no noi se conplaints to the EPA about peakers is
really very telling because what it says to nme is
that, in fact, these devel opers have succeeded in
addressing the concerns or we certainly would
have conpl ai nts because people tend to be voca
about their concerns with respect to these
pl ant s.

| wanted to just share with you one
anecdote that | did hear froma nmenber when a
group of local officials was visiting one of the
peaker plants. The officials cane to the plant
and started their tour, and at one point,
sonebody asked when is this plant going to start

up so we can hear it, and the answer was, it's
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been operating since you arrived here.

To further illustrate the veracity of
that | ast anecdote, | would like to reiterate the
invitation that was offered to all of you and to

any of your staff by M. Erjavec this norning.
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If there is an interest in visiting a peaker
pl ant and | ooki ng and particularly hearing what
it sounds like, | have nore than one nmenber of ny
group who woul d be pleased to provide that
opportunity, and please do feel free to call on
me if that's sonething that would be of interest.
I"d like to turn now to your next
guestion which is, should new or expandi ng peaker
pl ants be subject to siting requirenments beyond
t he applicable | ocal zoning requirenents, and our
answer to that, again, is no. |Illinois should be
very cautious about inposing stricter than
necessary siting requirenents in order to avoid
the very situation that we're seeing in
California.
W don't want to create a situation
that would risk a power shortage and the

acconpanyi ng i ncrease in the cost of whol esal e
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power as well as possible reliability problens.
California has had great delay in plant siting
and i s now seeking ways to streanine and
expedite the process. W've heard fromthe
experts in the EPA that the current siting

process addresses the various needs and
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requi renents for these plants, and our
recomendation is that anything stricter would be
detrinmental and woul d have no further val ue.

The next question you asked was
whet her peakers should be nore strictly
regul ated, shoul d additional regulations or
restrictions apply to currently -- if they're
nore strictly regul ated, excuse ne, should those
additional restrictions apply to the currently
permtted plants or only to new facilities and
expansi ons.

In that regard, we strongly feel that
any new nore strict requirenment or any additiona
or different requirement should not apply to the
plants that are currently permtted, but that new
facilities, of course, should adhere to the then

existing requirenments, and a facility expansion
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requi renents existing when that facility
expansion applies for its pernmts, and, of
course, at that tinme, there would be the
opportunity for public input just as there is
initially when the facility is first sited.

Your next question was, how do ot her
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states regulate or restrict the peaker plants,
and we talked a little bit about that in our
witten testinony, and we've had sone ot her
testinony today as well. | will not go further
than to say that a nunber of states handl e things
the way that Illinois does. There are the state
permtting process and a | ocal process, and a
snal | er nunber of states have adopted a process
for siting and permtting the peaker facility or
other generating facilities that's adm ni stered
in one stop in one place or a conbi ned hearing at
the state | evel.

Otentinmes, those proceedings are a
carryover fromthe permtting of utility-owned
generation, and in Illinois that's not the case.

California is an exanple of a state that's
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currently experiencing the consequences of a very
bureaucratic and time-consum ng process for
siting plants. |In California, a plant of 50
nmegawatts or nore nust be approved by the
California Energy Conmi ssion.

Many proposal s there have taken nore
than a year to get through this process, and

Cal i fornia has not been able to add the
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generation that it needs at a rate which reflects
its grow h.

Currently, there's nore than $10
billion worth of new generation in California
that remains in the queue to be pernmanent.
According to recent statistics presented to the
California governor, between 1996 and 1999 in
California, 672 megawatts of new generation was
added to the system Demand during that period
junmped nore than 5500 negawatts. So you can see
there's a great disparity there

In response to receiving those
statistics, the California governor issued an
executive order earlier this nonth directing the

state agencies involved in licensing electric
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power plants to review the applications and
respond to themw thin 100 days of receiving a
conpl ete application. So they are taking steps
to reduce the difficulties in getting the plants
permtted.

I n concl usion, you need to keep in
m nd that an emergent plant devel oper does not
typically wish to build and operate a plant where

the plant is not going to be accepted by the
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comunity. They look for a place that's
appropriate, appropriate both in ternms of the
electric transm ssion and the gas supply and the
comunity and work with the comunity to achieve
conmmunity support and to be a good nenber of the
conmuni ty.

Conmmmuni ti es which wel cone the peaker
pl ants and other generating plants recogni ze the
benefits and positive inpacts of this devel opnent
on their conmunities. These mght include new
jobs, increased tax base, and possible attraction
of additional econonm c devel opnent. There's al so
very little strain on the | ocal resources when

these plants are sited. They don't use school s,
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for exanple. They give a lot to the comunity
and take little. A community that accepts the
peaker plant understands that a peaker has these
relatively few inpacts and that it provides the
necessary service to the comunity and benefits
the public welfare by contributing to the
el ectric supply of the conmunity.

MN PS appreci ates the opportunity to
make t hese comments, and we woul d be pleased to

respond to any additional questions you m ght
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have, either today or if there are any questions
whi ch we mi ght answer as you continue in your
i nquiry. Thank you very much for your
attention.

HEARI NG OFFI CER JACKSON:  Thank you.

Does the Board have any questi ons.

MR RAO M. Greenberg, in your testinony,
you have sonme power demands projections on a
regional basis. That's page two of your
pre-filed testinony.

M5. GREENBERG  Yes

MR RAO Do you have any, you know,

per haps, data for specifically Illinois? You
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know, if you don't have it right now, would you,

you know, have access to such data?

M5. GREENBERG | have a great reservoir

of resources anong ny nenber conpanies, and |

wi Il contact themabout that, and |'mquite sure

we'll be able to come up with sonething for you.

MR

RAQ

That woul d be hel pful to have

that information in the record.

M5. GREENBERG So it's specific with

respect to Illinois?

MR RAO  Yes.

L. A REPORTING (312) 419-9292

M5. GREENBERG W will definitely | ook

into that and get back to you.

MR

RAQ

Thank you.

HEARI NG OFFI CER JACKSON:  Anyt hing el se?

Thank you,

Ms. G eenberg.

MS. GREENBERG May | nove that ny

testinony be adnmitted?

HEARI NG OFFI CER JACKSON:  Yes, pl ease.

M5. GREENBERG  Thank you.

HEARI NG OFFI CER JACKSON: It's so

adm tted.

Qur

next presenter today is Ameren,
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and we have M ke Kearney. | do want to say
al t hough the Board may not have some questions
specifically for the presenters today, if
qgquestions do arise in the future, those questions
will be provided to the presenters on the Board's
website. Wenever you are ready.

MR, KEARNEY: CGood afternoon. M nane is
M ke Kearney, and |I'm manager of economc
devel opnent for the Ameren Corporation, and
want to express ny appreciation for the
opportunity to summarize ny pre-filed testinony

for the record. 1'd also like to introduce
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Ri chard Smith, who is our manager of generation
devel opnent for our nonregul ated generation
conpany, and he'll serve as a resource for ne
shoul d there be questions fromthe Board.

As | nentioned, |I'm manager of
econom ¢ devel opnent, and Ameren Corporation was
formed in 1998 with the nerger of the Centra
IIlinois Public Service Conpany and Uni on
El ectric Conpany, both electric and natural gas
utilities operating within the state of

Illinois. Ameren currently serves 1.8 mllion
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electric custoners in Illinois and in M ssour
under the utility conpany's of AmerenC PS and
AnerenUE. | n 2000, the electric generation
activities of ArerenCIPS were transferred to a
separat e generating conpany, Aneren Energy
Gener ati ng Conpany, which remains part of the
Areren fam |y of conpanies.

Ameren Energy Cenerating Conpany is
currently devel opi ng a nunber of generating
facilities within the state of Illinois and to
date, nost of these have been in central and
southern Illinois. 1'ma resident of Mssouri

but dedicate at | east 70 percent of ny tine

L. A REPORTING (312) 419-9292

working in the state of Illinois. |'ma native
of Westchester, Illinois, up near Chicago, and
hol d a bachelor's degree and a naster's degree in
urban and regional planning. |'ve worked wth
the utility industry since 1986 when | joi ned
Central Illinois Public Service Conpany as an
econom ¢ devel opnent representative over in
eastern Illinois, and through this function, |
work with a nunber of |ocal regional comunity

devel opnent organi zati ons to encourage busi ness
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devel opnent and econom ¢ growt h.

In ny current position, | also work
with the Illinois comunities to pronote economc
devel opnent throughout the state. Toward this
end, |'ve been involved in the identification of
suitable sites for new generation facilities and
have been a |iai son between not only our conpany
and the devel opnent officials in a nunber of
comunities, but also served as a resource for
af fected comunities as they pursued other units
of conbustion turbine units throughout our
regi on.

|'ve acted as a technical resource to

city officials regarding these peaking facilities
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and have attenpted to advise themon
infrastructure issues, tax issues, and ot her
devel opnent -rel ated i ssues as they've tried to
attract this type of devel opment to their
comunities. Such comunities include Neoga,
Beecher City, and several others in southern
Il1inois.

| think that for those who have

landed in Illinois, it's represented a Wi n-win
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rel ati onship, not only for the devel opnent
conpany, but also for the community itself, and
think they've been wi dely received and wel |
received in this processes.

|'ve al so been involved with a nunber
of our own generating projects, and the
communi ti es where Aneren Energy Cenerating
Conpany has sited new generation include G bson
Cty and Ford County, Patoka, and Pinckneyville,
and | think in each case, the comunities
recogni ze the inportant role that generation
infrastructure plays, not only for the future
devel opnent of Illinois, but the entire M dwest.
These comuni ties have been receptive to Aneren's

proposal s when it's becone apparent that Ameren
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woul d be a good nei ghbor, is conmtted to
managi ng the public and environnental resources
in a prudent manner, and was sensitive to the

nei ghbori ng busi nesses and residents around these
particular facilities. Oficials in these
comunities have strongly endorsed these projects
because of the benefits the devel opnent has

brought to their citizens. G bson Gty and other
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of ficials have gone on record to conmend Aneren's
generati on devel opnent appr oach.

Because of their cooperation over the
past several nonths, Ameren has been able to add
nore than 400 negawatts of electric generating
capacity within the state of Illinois and an
addi ti onal 560 negawatts of additiona
I1'linois-based capacity are expected to cone
on-line during the first and second quarters of
2001.

This generation not only helps to
improve the reliability of electric consuners
within the state of Illinois, but, again, through
the Mdwest. Al of this devel opnent has been
acconpl i shed by working closely with officials in

preplanning and with the citizens at a conmunity
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level. Anmeren believes that the current
regul ati ons governi ng the devel opnment of new
generation facilities within the state of
II'linois are appropriate and provide each

st akehol der an opportunity to becone part of the
process.

Anmeren does not believe that
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additional regulation of these facilities is
warranted nor needed at this tine. Again, 1'd
like to thank you for the opportunity and respond
to any questions you nay have about our
particul ar devel opnent projects. At the sane
time, 1'd like to also extend an invitation to
the Board to visit any one of our facilities

t hroughout central and southern Illinois to see
firsthand not only the magnitude of the project,
but how you can work with community officials and

| et the comunity process work.

HEARI NG OFFI CER JACKSON:  Thank you, M. Kear ney.

Does the Board have any questions?
DR FLEMAL: M. Kearney, the facilities
that you nentioned as your new facilities,
Pi nckneyville and G bson Gty, are those peaking

units or basel oad units?
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MR KEARNEY: | think it would be a fair
assessnent to say they're a part of the
basel oadi ng units.

DR FLEMAL: Have you devel oped peaker
uni ts?

MR, KEARNEY: (kay. Rick nentioned that

342



7 we should consider thema peaking unit.

8 DR FLEMAL: You shoul d consider then®

9 MR SMTH:  Yes.

10 DR FLEMAL: | gather, though, the way you
11 addressed ny question, that there's -- these are

12 nmade sonewhat different than the peaker units
13 that we've been tal king about? These are

14 gas-fired --

15 MR, KEARNEY: These are gas-fired. |
16 think they're consistent with what you've been
17 addressing in your Board.

18 DR FLEMAL: Al right.

19 MR KEARNEY: | think | confused your
20 question with the fact that it's a part of our
21 reserve nargin.

22 DR FLEMAL: And then they do operate on a
23 relatively limted nunber of hours --

24 MR KEARNEY: Right.
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1 DR FLEMAL: -- per year and neet that and
2 carry your typical peakers as well?

3 MR KEARNEY: R ght.

4 DR FLEMAL: Ameren says, though, it does

5 provi de basel oad power as its principa
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production. |'mnot sure |I'mgrasping the words
correctly.

You woul d be consi dered a conpany
whose naj or provision of power is the basel oad
area, would you not?

MR KEARNEY: |'mnot sure if | understand
your question. The AnerenCl PS generating
facilities were noved over into the Aneren Energy
Cenerati ng Conpany.

DR FLEMAL: Yes.

MR KEARNEY: And we had a contract to
provi de purchase power fromthat conpany for a
period of tine.

DR FLEMAL: | guess ny understandi ng of
the structure here is a bit fuzzy.

Where I'mreally trying to go with
this line of questioning is to devel op sone
understandi ng for nyself and for the record. W

have seen, | think, that the principal proponents
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of peaker devel opnent have been peopl e who have
cone fromoutside the | ong-established electrica
generating establishnment in this state pronoted

by the nonregul ati on, and one of the questions
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we've had is where have the -- what role have the
hi storic power generators in the state played in
t he peaker plant devel opnent.

Are sonme of the old-line utilities
actively pursuing peakers thenselves or relying
largely on the nore recent enterers entering into
t he systenf

MR, KEARNEY: That can be a conplicated
question. | think it's fair to say that
obviously the old-line historic utilities in
IIlinois are actively involved with generation
but it may conme through a different corporate
structure than what we've experienced in the
past. AnerenClPS and Aneren famly of conpanies
are very proud of their reputation and
relationship with the communities we've served.

So | think that based on that
historic record, that historic experience working
inlllinois, being an Il1inois-based conpany has

certainly played into this process, and we've
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gone into the communities very upfront with
prepl anning efforts, informational efforts,

wor ked with community | eadership that we have a
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| ongstanding relationship with and trying to
address their devel opnment i ssues.

So | think it's fair to say that the
devel opnent process works locally, and we try to
use that relationship that we foster with these

comunities to advance projects of this nature.

MR MELAS: | have a follow up on what Ron

was j ust aski ng.

Do you basically depend on the
traditional coal-fired steam generating plants
for the bul k of the power that you generate as

opposed to gas-fired turbines?

MR KEARNEY: Are you asking if AmerenC PS

does, AnerenCl PS? Yes. W have coal-fired
gener ati on.

MR MELAS. And fromthose generating
pl ants use sort of the bul k of your needs?

MR KEARNEY: |'d say yes.

MR MELAS. When it comes to this peak

demand, a 90-degree sunmer day down there in

Springfield, where do you -- where do you turn to
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do you buy them from an outside supplier?

MR KEARNEY: | think that's based on the
econom cs of the opportunity, but we have
sufficient capacity to try to nmeet all our |oad
demand internally.

MR SM TH  These new peakers woul d al so
help to neet that --

MR MELAS: Pardon ne?

MR SMTH  And the new peaking pl ants
that he nentioned would hel p neet that demand at
the tinme of peak

MR MELAS: So you are building sonme new
peaker plants of the type that we've been tal king
about for the l|ast couple of days?

MR SMTH: Yes.

MR, MELAS: Have you built anything -- do
you have any plans to cone into the northeastern
part of the state?

MR KEARNEY: | think it's fair to say
that there's certainly a nmarket opportunity in
t he Chicago area, and while we're looking at a

nunber of options, it would be premature to say
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MR, MELAS: But froma regulatory
standpoint, it is possible for you to do that, to
serve the demand in this area?

MR KEARNEY: Yes, it is.

M5. MMNNING |'mhoping to clarify this
for the record. W' ve heard the terns
conpetitive power supplier, whol esal e supplier
and retail supplier.

Is it fair to conpare that analysis
or does a whol esal e supplier that has -- does
buil ding within your own corporate structure even
have trades?

MR KEARNEY: | think it's fair to say
that the entire Aneren famly of conpanies is
i nvol ved not only in whol esale, but also retai
opportunities that deregulation offers us.

Ameren Energy Generating Conpany is just one part
of that corporate structure

MR SMTH Just alittle bit nore
clarification.

Aneren Energy Generating Conpany is a
nonregul ated conpany at this point. |It's not

under the traditional regulating utility
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structure anynore. So we are functioning as an
| PP or as an independent power producer at this
poi nt .

M5. MANNING And for purposes of the
record, too, I'mjust going to clarify. W' ve
been using the word nonregulated in different
contexts, either the old utility context or the
envi ronnental context, and | thi nk when you neant
nonr egul ated, of course, you neant it in terns of
the old utility regulation than the regul ar
regulation; is that correct?

MR KEARNEY: That's correct.

MS. KEZELIS: The Aneren famly of

conpani es has several peakers of the sort that we

are discussing in these proceedings; is that
correct?

MR KEARNEY: That is correct.

MS. KEZELIS: Al right. And those
peakers as the | EPA permts operate; is that
correct?

MR KEARNEY: That is correct.

MS. KEZELIS: |f you know the answer to
this question, great. |If not, if you could

submt it tous inwiting. Wat |I'minterested

L. A REPORTI NG (312) 419-9292
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in knowi ng i s whether your |EPA permit regul ates
or restricts the hours of operation

MR KEARNEY: |'Il ask Rick to respond to
t hat .

MR SM TH. The broad answer is yes, there
isalimtation, and I prefer to answer in
witing as to what the limtation is because |'l
probably not get it quite right.

MS. KEZELIS: |If you would do so, | would
be very appreciative.

| have another question, and it's a
nore general one. Wth respect to page one of
your testinmony, M. Kearney, you indicate that
your dealings with communities in central and
southern Illinois have been generally successful
and specifically you nmentioned the few

difficulties that have been encountered have been

over cone
Wul d you expand upon that sentence

of yours?
MR KEARNEY: Sure. | think in a lot of

ways that when we approach the city, obviously
there's a nunber of devel opnent issues we have to

address, whether that's zoning requirenents or
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just public information. So, again, the process
i nvol ves informati onal neetings open to the
public so that we can explain the project, the
scope of that, securing the necessary | and for
this project, and then we typically engage in a
devel oper's agreenent with the nmunicipalities so
that upfront we respond to issues |ike water
supply, road use for getting facilities in,
annexation in some cases, tax issues and others.

So each case is, perhaps, unique
based on | ocal needs and response to | oca
concerns.

M5. KEZELI'S: Wi chever topics, are those
simlar to those in our comunities up north, at
least identified as well?

MR, KEARNEY: Sure, and not unique to any
ot her type of devel opnent that a comunity nay
encounter in central and southern Illinois
wor ki ng through the city regul atory process,
engaging in letters of commtnment and devel oper
agreenents so that each party is fully aware of
what their responsibilities are.

MS. KEZELIS: Thank you.

M5. MFAWN. 1'd like to ask a clarifying

L. A REPORTING (312) 419-9292
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guestion as well.

These cities that you site in
southern Illinois, were those for peaker plants,
and were they done by Ameren Energy Generating
Conpany?

MR KEARNEY: W do site a nunber of
communities, including G bson Gty, Petoka
Pi nckneyville. Those are the Aneren Energy
Gener ating pl ants.

M5. MFAWN:  Those woul d be the ones in
central 111linois?

MR KEARNEY: Right, but | also mentioned
in testinony that we've got -- we have a nunber
of other communities that are involved with
trying to attract this type of devel opnent to
their area. There's a nunber of conpanies
| ooki ng for potential devel opnment opportunities.

In those cases, since we're the | oca
utility, they've turned to us and asked us for
resources, information about these units, access
to transmssion lines, and things like that. So
it's been nore of a technical advisory role for
the conmunities, just like we do for any type of

econom ¢ devel oprment project as we work with our
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allies at the local |evel.

M5. MFAWN:  So you were assisting those
devel opers in possibly building peakers?

MR KEARNEY: W don't assist those
devel opers. W respond to the conmunity
questi ons about that type of devel opnent.

M5. MFAWN:.  Ch. Thank you.

MR KEARNEY: And they' ve taken on each
of their own local controls, zoning, and water
and things |ike that.

M5. MFAWN:  So those woul d be the
conmmunities of --

MR, KEARNEY: Neoga and Beecher Cty, and
there's a nunber of other projects that have
| ooked at our area and woul d have t hem nove
f or war d.

M5. MFAWN:  Thank you for expl aining
those differences.

M5. MFAWN  Also, at Gbson Gty --
that's all right. 1'mpretty |oud.

At G bson Gty, you said that you
added 400 negawatts to avail abl e generati ng
capacity?

MR SMTH: Yeah
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M5. MFAWN:  Coul d you explain that to
me?

MR SMTH  Sure. Let ne clarify
briefly. W did actually add to the systemthis
[ ast summer. W conmi ssioned four units at the
Pi nckneyville site via our aero-derivative sinple
cycle units. They're each rated roughly 45
negawatts. G bson Gty we installed to nmachines
that are each rated in the range of 150
nmegawatts. Al six units were conm ssioned
within the [ast several nonths and have been
operating fromtine to tine this sunmmer

The Petoka site that M. Kearney

nmentioned is under construction at this point.
W expect to commission two 115 negawatt units
there first and second quarter of next year
These are all -- | would classify all of these as
peakers under the context of what you're
i nvestigating.

M5. McFAVWN.  Thank you.

M5. KEZELIS: In the old traditiona
utility context, there was sonething known as the
useful life of a generating electricity producing

plant. That's not a termthat's appropriate



10

11

12

13

14

15

16

17

18

19

20

21

22

23

L. A REPORTING (312) 419-9292

354

anynore in the independent producer context from
a rate base perspective, but do these peaker

pl ants have useful lives and can you tell ne what
they are?

MR SMTH  There certainly is a usefu
life of this type of equipnment froma physica
operability viewpoint. Wat that useful life is
wi || depend upon the node in which it's operated,
the nunmber of hours, the nunber of starts, the
fuel it uses, and so forth.

Fromtine to tine, equipnent failures
occur for a variety of reasons which can al so
shorten the useful life. W aren't really
assi gning useful lives to these pieces of

equi prrent from an engi neering viewpoint at this

time.
M5. KEZELI'S:  Thank you.
HEARI NG OFFI CER JACKSON:  Anyone el se?
MR KEARNEY: We'll file this with the
clerk.

HEARI NG OFFI CER JACKSON: Thank you very
much. Your pre-filed testinony will be adnmitted

into the record.
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HEARI NG OFFI CER JACKSON: W have one nore

presenter on our agenda for this afternoon
Ri chard Trzupek from Huff & Huff Environnental
Consul t ant s.

MR TRZUPEK: |'mhere today as the air
qual ity manager for Huff & Huff, and although
nysel f and our firmhas represented sone people
peaker plants in their permtting process and
testing process, I'mnot specifically here
representing any one of them but rather because
our concern over the focus of these plants have
been under is that in our feeling they represent
a positive environnental good for the state, and
with the mcroscope that peakers have been under

in the press and through comunities, we fee

that there may be a lot of misinformation that we

can assist the Board in hel ping to assenbl e.
It's, | think, a view fromthe
trenches that we hope the Board night find

useful. M area of expertise is strictly in air

pol lution, both in permitting these facilities as

a consultant and in the days gone by when |
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testing on these facilities and nmeasuring the
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em ssions fromthem as well as a nunber of
industrial facilities.

So I'lIl limt ny remarks strictly to
air issues and try to be brief because a |lot of
the issues that | coment on in ny witten
testinony have been conmented on al r eady.
think it's useful to look at the air pollution
i ssues on a nmacroscopi ¢ basis and then cone down
to the community | evel because that's -- that's
really the areas that EPA addresses in the permt
process. How do enissions fromthese facilities
affect the environnent as a whole and then what
ri sk and what risk exposures is the comunity
exposed to as a result of their em ssions.

In the broadest regional view, I
think it's useful to | ook at MAIN as a whol e and
what is the demand within MAIN because the
general theme we can develop here is certainly
that demand will be net by sone neans, and no
nore electricity will be generated than dermand

denmands.
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There is a power export issue, but |
am convi nced through everything | know of the

i ndustry and I woul d hope you woul d be convi nced
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that power export is a very mnor source of
generation demand. |f we | ook at generation

wi thin MAIN and assign sone peak demand for them
we can |l ook at a certain ampunt of the capacity
that is going to be fulfilled through nucl ear
power, and |'ve given you some figures on nucl ear
power availability. | think that's generally
accepted to be the cheapest form of power that
provi des a great deal of basel oad.

After that, if you | ook within MAIN
and you look within Illinois, the next nost
popul ar option is coal. So the availability of
gas-fired units, which w thout having any --
doi ng any disrespect to coal are unquestionably
far apart cleaner than coal-fired units. It
sinmply means to MAIN and to Illinois that demand
can be net if those units are dispatched in a
fashion that's much cl eaner than we currently
know. They represent, in ny view, if you accept

the fact that demand is going to be constant and
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reductions, not additions to pollution
Further, and what 1've given you in

my analysis, is that if you look within Illinois,
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you have a second | evel of control that is com ng
within Illinois beyond the control that dermand
provides you, and that it is the NOx SIP calls.
W have been told by Illinois EPA that NOx SIP
regul ations are coming, that there's going to be
a hard cap on NOx emi ssions fromthese
facilities, and certainly | think we can al
accept that the on air pollutant of rea
consequence fromthese facilities is N
em ssi ons.

The generation on a per negawatt
basis is far | ower than the practica
alternative, coal, and the NOx SIP calls neans
that we are going to have an absolute Iimt of
the nunber of tons that can be enmitted from
el ectrical generating units within the state of
II'1inois.

So the question then will becone, how

much electricity can we need, how nuch
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that we've heard about today. The availability
of units that generate nore electricity with |ess
NOx eni ssions nmeans we can generate and neet that

demand nore reliability, nore easily, and nore
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cheaply, and certainly gas turbines and peaking
facilities provide that opportunity to the
state.

When he conme down fromthe issue from
MAIN and fromlllinois and we cone to the
community level, as a participant in these
hearings for clients and al so as an observer of
t hese hearings, as a correspondent for a
comuni ty newspaper on the side, | see issues of
risk are the primary issues that are brought up
interms of air pollution emissions. | think the
risk i ssues are easily overblown with the
m croscope that these plants are put under. It's
far, far easy to overbl ow t hem

You seen sone very good data, |
thi nk, on I ndeck using NO2 as a nodel and how | ow
for a criteria pollutant that risk issue is for

|l ocal comunities. That's also true, and | think
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it would be self-apparent, the SIPs reporting
natural gas for toxic em ssions. The fact that
we can nmeasure any toxic emission at all from
natural gas, as a chemist, as a scientist, is a
tribute to the technol ogy that we can neasure

down that | ow.
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The fact that we can read parts per
billion to parts per trillion does not inply that
that's a health risk, and | don't know that that
i nformati on i s comuni cated. Wien you conpare
the I evel of enissions, the generation of toxic
em ssions per BTU for natural gas-fired as
opposed to coal as opposed to wood-burning, as
opposed to the other nyriad of the sources we're
exposed to every day, and |'ve given you sone of
that data, you see that the generation rates are
by far the lowest. | think that overall even
though this forumis focusing on peakers, we are
really tal king about a technology. W're talking
about gas turbines. That's overwhelningly the
technol ogy used to fill this demand.

| think that technol ogy has devel oped

as a result of what the Board and what he Agency
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has done. Industry has responded to the need for
cl eaner power. They've done so very

effectively. They've reduced em ssions
enornously. | can recall as a testing person 15
years ago nmuch higher NOx emissions. | can
recall not being able to hear nyself think when

was next to a gas turbine. Today, they are as
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qui et as everyone says, and the emissions are
practically undetectable.

The fact that industry has responded
inthis way | think is sonething that the Board
and the state should encourage. This is a step
inthe right direction. These are em ssion
reductions. These are by far, | think, the best
thing to happen in the power nmarket for quite
sone tinme, and | think the only real reason that
there has been such a focus is because the
m croscope that they' ve been placed under on the
community level, that's certainly appropriate,
but any project of any type, the small internal
conbustion engines that go into schools and go
into commercial facilities, if you put them under

that kind of a microscope, | think you would be
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able to elicit the sane reaction.

Fromour view, this is an educationa
process and the peopl e shoul d understand t hat
these are a boon to Illinois and they' re a boon
to the environnent. That is ny testinony.

HEARI NG OFFI CER JACKSON: Thank you. Any
guestions fromthe Board? GCkay. Thank you.

It appears then that we've reached
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the end of our proceedings for today. | want to
thank you all for your patience and your
attention yesterday and today. W are | ooking
forward to hearing fromeveryone el se, the
general public, local nunicipalities, citizens
groups, anyone else who is interested in
testifying before the Board at any of our
fol |l owi ng heari ngs.

| want to remind you that there is no
pre-filing requirenent for any of the foll ow ng
hearings in Septenber or Cctober, but | do want
to encourage you to contact nme in advance if you
know you will be at one of the hearings and do
want to give comment. | will keeping lists of

t hose people who want to testify at those
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hearings, and those people on ny list will be
given priority of presentation; neaning, if you
are on ny list, you will get to go first, and we
may have a | arge nunber of people that are
wanting to talk. So it will be to your benefit
to get in contact with nme first.

| neglected to introduce a coupl e of
the pre-filed testinony itens into the record,

and | just want to do that right now Al of the
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pre-filed testinony fromthe presenters today is
admtted into the record and will be marked as an
exhibit by the court reporter and attached to the
transcript fromtoday's hearing.

The next hearing in this matter will
be hel d on Thursday, Septenber 7th, at the
Naperville Gty Hall Gty Council Chanmbers and
will begin at 3;00 in the afternoon and will
continue into the early evening hours in order to
acconmodat e t hose persons who nay be worKki ng
during the day and who woul d want to cone after
wor k and speak to the Board.

Do any of the Board menbers wish to

nmake any statenents before we concl ude today?
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Ckay. That will do it. Thank you very nuch.
W' re adj our ned.
(Wher eupon, the proceedings
in the above-entitled cause

wer e adj ourned.)
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STATE OF ILLINO'S )
) SS.
CONNTY OF COOK )

I, GEANNA M | AQUI NTA, CSR do
hereby state that | ama court reporter doing
business in the City of Chicago, County of Cook
and State of Illinois; that | reported by neans
of machi ne short hand the proceedings held in the
foregoi ng cause, and that the foregoing is a true
and correct transcript of my shorthand notes so

taken as aforesaid.
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