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of a rul emaking hearing held in the above-entitled
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February, 1997, conmencing at the hour of 9:00 a. m
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APPEARANCES:
HEARI NG TAKEN BEFORE:

I LLINO S POLLUTI ON CONTROL BOARD,
100 West Randol ph Street, Suite 11-500
Chi cago, Illinois 60601
(312) 814-3473
BY: MR CHUCK FEI NEN,
HEARI NG OFFI CER,

THE 1 LLINO S POLLUTI ON CONTRCL BOARD MEMBERS
PRESENT:

ELI ZABETH ANN

KEVI N DESHARNAI S
KATHLEEN M HENNESSEY
MARI LI MCFAVWN

JOSEPH Yi

PO

I LLI NO S ENVI RONVENTAL PROTECTI ON AGENCY MEMBERS
PRESENT:

Rl CHARD FORBES
ROGER KANERVA

DAVI D KOLAZ

BHARAT MATHUR

GALE NEWION

CHRI STOPHER ROVAI NE
DONALD SUTTON

BONNI E SAWYER

HIDDDDDD

ADDI TI ONAL AUDI ENCE MEMBERS WERE PRESENT AT THE
HEARI NG, BUT NOT LI STED ON TH S APPEARANCE PAGE.
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I NDEX

Testimony was heard fromthe foll owi ng Board Menbers
of the Illinois Environmental Protection Agency in no
speci fic order:

HIDDDDDD

Rl CHARD FORBES
ROGER KANERVA

DAVI D KOLAZ

BHARAT MATHUR

GALE NEWION

CHRI STOPHER ROVAI NE
DONALD SUTTON

BONNI E SAWER

NO EXHI BI TS MARKED
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THE HEARI NG OFFI CER:  Good norning. |It's the
second day of this week's hearing for February,
February 11th. Yesterday we tal ked about having --
or actually setting hearings for the 10th and 11th of
March for nore questioning and presentation of
econom c testinony. W are going to set hearings for
April 21st and then reserve the 22nd, 23rd, and 24th
if needed for the presentation of testinony from
ot her participants besides the Agency and questi oni ng
of that, which by doing that nmeans that | am
scheduling for prefiled testinony.

We are |l ooking at prefiled testinony
comng in on April 4th and prefiled questions com ng
inon April 14th.

Now, I amgoing to explain a little bit
nore of the summer schedule. W will close the
public coment period on May 16t h, whi ch neans nost
likely the Board will go to first notice on June 19th
at the Board neeting scheduled for that date. It
will get published nost likely in the Illinois
Regi ster on July 3rd because July 4th is a holiday.
Forty-five days fromthe July 3rd date roughly brings
us to August 22nd -- or 21st for a second notice to

be adopted by the Board.

L. A REPORTING - (312) 419-9292
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MR, FORCADE: August?

THE HEARI NG OFFI CER:  August 21st, which
45 days brings us to Cctober, and the first available
Board neeting to go final will be October 16th.
However, if Jaycar gets to it sooner and we can adopt
a final notice sooner, we'll nove that date up
accordi ngly.

One of the big problens is that the 45
days starts fromwhen it gets published in the
[Ilinois Register; and even though the Board can
adopt it on a Thursday, it takes roughly 10 or so
days before it gets published in the Illinois
Regi ster, and that's why we have |like a 55-day if not
| arger gap between first and second notice. W're
ki nd of hanstrung there with that, and there's
not hi ng we can do about it. It's just dead tine.

W just fileit, send it in, and it takes themthat
long to publish it.

["1l probably followup next week when I
get back with a Hearing Oficer order that will set
all this stuff -- will set out the March 10th and
11th and all the other hearings and dates we just
tal ked about.

Are there any questions at this tine?

L. A REPORTING - (312) 419-9292
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M5. MHELIC. Wen do you think the transcript
fromthe March 10th hearing will be done?

HEARI NG OFFICER:  1'm going to do expedited
transcripts on that. Hopefully that neans we'll get
t hem dependi ng how many days we use, Monday the
17th, which is St. Patrick's Day, of March. O
course, you will have the transcripts fromthe other
proceedings already at that time. So the only part
of the transcript you won't have or only part of the
record hopefully will just be the econonic section

Any ot her questions?

MR WAKEMAN:  Are we starting at 9:007?

THE HEARI NG OFFI CER:  Yes. Thank you.

I"'mgoing to start those on March 10th
and 11th at 9:00, and I'Il start the 21st at 9:00
al so.

And hopefully I will renmenber to continue
all this on the record so we don't have to do any
noticing because if we do noticing, that kicks it
anot her 45 days. So this will all be continued on
the record.

Any ot her questions?

M5. MCFAWN. | would just note for the record

that the Board had a nore anbitious record because

L. A REPORTING - (312) 419-9292
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when this rul emaking was first filed, there was a
noti on for expedited consideration which we were
going to grant in essence. W were expediting this
rul emaking. We've run into a lot nore testi nony and
a lot nore questions than we normally do in the
rul emaki ng. So even though we had to allow for sonme
slippage, we couldn't allow -- the slippage right now
I think is basically because the econom c testinony
is being put off a nonth longer than initially
anticipated. So that puts -- that explains the
reason that we are a nonth behind or a nonth and a
hal f behi nd our original schedule, which was to
acconmodat e the Agency's noving this matter into a
SIP process. | just wanted that noted on the record.

THE HEARI NG OFFI CER:  Any ot her questions about
the schedul e or conments?

Ckay. Let's go off the record for a
second.
(Di scussi on had of f
the record.)

THE HEARI NG OFFI CER: W'l | set out for
Tenneco' s question No. 33.

MR, FORCADE: Good norning. Bill Forcade from

Jenner & Bl ock representing Tenneco Pl astics Conpany.

L. A REPORTING - (312) 419-9292
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Wth ne is JimWkeman. W are asking questions

pertaining to Section 205.405 fromour January 27th

submittal. W are on Question 33.

THE HEARI NG OFFI CER:

f I could quickly

interrupt, we have a new court reporter. Please

state your nanme again and who you are with; and when

you are readi ng your questions, speak a little bit

slowy. And when you are ref
permtting, please use permt

referring to CAAPP, just say

erring to CAAPP
ting; if you are

CAAPP so that we can

Be clear on the record. Thank you.

MR, FORCADE: kay. Question 33, referring to

Sections 205.405(b) and (d) and the definition for

BAT in Section 205.130, the Agency will need to

determ ne BAT for em ssion units on a case-by-case

basis using factors listed in the definition

For how many of t

he 4,105 em ssion units

identified in Table 7 titled Analysis of ERMS

Participating Sources, of the Exhibits of the

[Ilinois EPA's Air Quality St

rategy Presentation

(Table 7) will the Agency need to nake a BAT

determ nati on?

MR ROVAI NE: W don't

know. The BAT excl usi on

is an option that we have nade available to

L. A, REPORTI NG -

(312) 419-9292
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participating sources. W can only specul ate how
many of the 200 to 250 participating sources decide
to pursue this option

MR, FORCADE: For how many of these 4,105
em ssion units does the Agency anticipate that the
Pol lution Control Board will be required to hear
appeal s?

M5. SAWER: (bj ection; specul ative.

MR FORCADE: |Is it true that the Board then
will be required in appeals to evaluate the factors
listed in the definition in order to determ ne BAT
for each em ssion unit?

M5. SAWER: This question calls for a |l ega
i nterpretation.

M5, MCFAWN:.  Well, I'mkind of curious. |Is
that the Agency's intention? Maybe you should answer
it, Bonnie.

MR ROVAINE: | guess |I'mthe wtness.

M5. MCFAWN. Ckay. |If you would, M. Romaine.

MR, ROVAI NE: The Board woul d obviously have to
review the Agency's determ nati on based on the record
before it.

MR, FORCADE: For the RACT/BACT/ LAER anal ysi s,

regul ated sources can use U S. EPA' s database for

L. A REPORTING - (312) 419-9292
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such determnations in order to follow U. S. EPA' s
decisions on permitted units.

VWhere will regul ated sources look in
order to follow the Agency's and the Board's
determ nati ons on BAT? WII| the Agency naintain a
sim | ar database?

MR ROVAINE: Well, the determ nations on BAT
will be reflected in the draft and the final Title 5
permts issued to the participating source.

MR FORCADE: |I'msorry. That's not really
responsive to the question

WIIl the Agency maintain a single unified
dat abase where sources in the state can go to
det erm ne what deci sions the Agency has made t hat
sources do or do not qualify for BAT?

MR SUTTON: Well, if I could just interject
for a second.

The problemis going to be that all these
peopl e have to do this prior to January 1998. So, in
effect, they will all be doing them sinultaneously.
Qur review will be 120 days after they are
submtted. So our determinations, in fact, won't be
made in the large part until after all the

applications are submtted.

L. A REPORTING - (312) 419-9292
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So where do you see the benefit?
MR, FORCADE: You have a new and undefined term
that the Board will have to on appeal eval uate.
Shoul d any appeals arise, it would be
hel pful to know what deci sions the Agency has reached
on BAT in order to present those decisions to the

Board on appeal .

MR SUTTON.  Well, | think we can accommodate
that. | was just saying that the timng is such
that -- and | don't think we have a great objection
to a bulletin board -- but it is the access to the

data at the tine you need it.

MR FORCADE: WII the Title 5 ERVS permt
i ncl ude any BAT determn nations nade by the Agency;
and if not, how w Il other sources track the Agency's
BAT determ nati ons?

MR ROVAINE: As | said, the BAT determnations
will all be reflected in a source's Title 5 permts.

THE HEARI NG OFFI CER  Let the record reflect
that he was responding to question No. 34 from
Tenneco.

Movi ng al ong on the outline read by the

Agency the other day, we are up to Sonnenschein's

Questions 9(a), (b), (c) and (d) fromtheir January

L. A REPORTING - (312) 419-9292
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16th filing.

M5. FAUR  Good nmorning. | am G ndy Faur from
Sonnenschei n.

Question 9(a) we are withdrawing. That
has been effectively asked and answered.

Question 9(b), | believe the first part
of it has been answered; but | would like to clarify
t hat response and then ask the second.

M. Romaine, | believe in your testinony
yesterday you testified that if a source had BAT, the
facility was overall BAT, that that source would be
exenpt fromreductions under the ERMS rul e?

MR ROVAINE: That is correct. The source
woul d be exenpt fromthe 12 percent reduction
requi renent.

M5. FAUR |If an exenpt source requested a
permt limt based upon maxi num reducti on capacity in
its CAAPP pernit application, may that source operate
under that permt [imt if it is recognized inits
permt, that maximumpermt [imt?

MR, ROMAI NE:  Yes.

M5. FAUR  Thank you.

Questions 9(c) and (d) we al so w thdraw

I think that they both have been effectively asked

L. A REPORTING - (312) 419-9292
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and answer ed.
THE HEARI NG OFFI CER:  Thank you.

We enter Dart Containers' Questions 24,
25, 26, 27, 31, 32, 33, and 34.

MR, NEWCOVB: This is Christopher Newconb for
Dart Container, N-e-wc-0-mb.

Question No. 24 has been asked and
answer ed.

Question No. 25 has been asked and
answer ed.

Question Nos. 26, 27, and 28 have been
asked and answered as well.

Question No. 29, can you identify and
descri be any exanples of a participating source not
able to reduce em ssions further because it woul d not
be economical ly feasible?

THE HEARI NG OFFI CER | know this one has
not -- this was not included in the outline, but it
does --

M5. SAWER: Yes. It nust have been sonethi ng
that we m ssed.

THE HEARI NG OFFI CER:  But it does appear to go
along with the Iine of questioning. So if the Agency

wants to take a mnute to prepare to answer, that

L. A REPORTING - (312) 419-9292
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woul d be great.
Let's go off the record for a second
while they are getting ready.
(A short recess was taken.)
MR ROVAINE: As | have said, we have not
identified particular em ssions at this point that
woul d qualify for the best avail abl e technol ogy
excl usi on.
We could sinply cone up with a
hypot heti cal exanpl e and have an em ssion unit that
is already very well controlled so that further
process changes to change em ssions would be very
expensi ve, and so that application of add-on control
technology to that unit would be very expensive. So
that woul d be one sort of exanple where the sources
relying on process changes to reduce its em ssions or
control its em ssions such that further neasures to
reduce em ssions woul d be expensi ve.
The ot her exanple would be in a unit that
i s used applying add-on controlled features that
controls em ssions and woul d al ready be doi ng very
well in controlling em ssions so that pulling that
current control device out and replacing it with a

slightly nore efficient control device would al so be

L. A REPORTING - (312) 419-9292



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

1112

extraordi narily expensive.

MR NEWCOVB: As a point of clarification, when
you say extraordinarily expensive, would the Agency
strongly consider the fact that a source may have to
shut down because of the ERVMS 12 percent reduction
that m ght be required?

In other words, if they didn't get the
BAT determination and they were forced to do further
reducti on because of that, they would decide to close
that facility?

M5. SAWER: | think this question would be
better asked during the econom c portion.

MR NEWCOMVB: This is a determ nation of fact.
| don't think that was an economni c determ nation
underlying the entire rul emaki ng.

MR ROVAINE: No. The best available
technol ogy determi nation is not able to factor in the
speci fic choices a conpany might make in |ight of the
cost of particular control neasures.

MR NEWCOMVB: | also notice on the outline that
my Question No. 30 -- 29 and 30 wasn't included as
wel | .

MS. SAWWER  No.

MR NEWCOVB: But --

L. A REPORTING - (312) 419-9292
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M5. SAWER: Sorry. Go ahead.

MR NEWCOVB: But it doesn't really matter
because that was asked and answered, so | withdraw it
anyhow.

THE HEARI NG OFFI CER:  Chri s, can you speak up?

MR NEWCOVB: |'msorry. That was al ready
asked and answered, so | withdraw it anyhow, even
though it wasn't included on the outline.

Question No. 31 has been asked and
answer ed.

Question No. 32, if a participating
source has inplenented the technol ogical control that
has been accepted as MACT or LAER in a different
state or jurisdiction, will the Agency presumne that
this technol ogy neets the BAT standard for purposes
of the ERVS?

MR ROVAINE: No, it would not. That
i nformati on woul d be suggestive, however, that they
are possibly neeting the best avail able technol ogy.

MR, NEWCOMB: Question No. 33, if a
participating source has obtai ned a RACT adj usted
standard based upon the Agency's prior determnation
that the source of these using the greatest enissions

controls shown to be technologically feasible for

L. A REPORTING - (312) 419-9292



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

1114

that type of source, that further control technol ogy
woul d not be economically feasible for the source and
that the technol ogy has been accepted as MACT or LAER
inadfferent state or jurisdiction with the source
bei ng the proposed BAT standard?

MR, ROVAI NE: Again, that would not be
sufficient by itself. It would be a strong
i ndi cation as has been described that that em ssion
mght, in fact, be inline with the best avail able
technol ogy, and it would have to be revi ewed.

One of the questions certainly would be
how | ong ago was that adjusted standard process and
does that still reflect the current situation

MR, NEWCOVB: Question No. 34 | believe was
actual |y asked and answered by the Hearing O ficer
so | withdraw that one.

THE HEARING OFFICER: | hope | didn't answer

MR NEWCOVB: Actually, no. You asked it.

THE HEARI NG OFFI CER:  Ckay. Let's nove on then
to questions from M. Trepanier, Questions 23, 24,
29, 31, 32, and 33. And there's sone nore there.
Let's start with those, though.

MR, TREPANI ER:  Good norning. This is Lione

L. A REPORTING - (312) 419-9292
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Tr epani er .

Question No. 23, will the Agency subject
a facility to an em ssion reductions that operates a
BACT unit?

MR. ROVAI NE: The program as established woul d
not subject these em ssions to the 12 percent
reduction in establishing their allotnment of ATUs. |
assune you are referring to BAT, not BACT

MR, TREPANIER:  And did | understand correctly
froma previous question that you don't know how many
units you may have applications for not subject to
t he em ssions reductions?

MR ROVAINE: That's correct.

MR, TREPANIER: Question 24, would then these
units be expected to have em ssions equal to or
hi gher than their previous year's emssions? [|I'm
referring to these units in question 23, BAT units.

M5. SAWER: Could you clarify that question a
little bit? 1'mnot sure what you are asking.

MR, TREPANIER: | think that maybe that the
answer is so obvious, that the question is not making
sense.

I"masking you if the linmt that the

Agency will set for these BAT units woul d be expected

L. A REPORTING - (312) 419-9292
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to be equal to or higher than what that unit emtted
in the previous year?

MR ROVAINE: Well, you are referring to the
amount of ATUs that would be allotted for that
particular emission unit. Al | could say is that
that anobunt would be different than the previous year
because emni ssion baselines are determined as the
average of two years.

MR, TREPANI ER:  But then maybe the question
does make sense.

Is it reasonable to expect that that
basel i ne then woul d be equal or higher than the
previous year? 1Is it reasonable to -- is that a
reasonabl e expectation?

MR ROVAINE: Well, since the emi ssion baseline
is determ ned as the average of two years, that half
of the tine it would be higher, half of the tine it
woul d be | ower.

MR, TREPANI ER:  When you say that the baseline
is a determ nation of two years, is that nmandatory
that it's the certain two years previous or does the
emtter have a choice of two years?

MR ROVAINE: The enmitter has a choice of two

years.

L. A REPORTING - (312) 419-9292
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MR, TREPANI ER: Do you expect that sonme
emtters may choose their | ower nunbers to submt for
their baseline determ nation?

MR ROVAI NE: That would be highly unlikely.
woul d expect all emtters will seek seasons with the
hi gher emi ssi ons.

MR TREPANFER  So then would it be an
i ncorrect statenent to say that sone of the baselines
woul d be -- that you woul d expect sonme baselines to
cone in being |lower than the average eni ssion year
t he previ ous year?

MR, ROMAI NE:  No.

MR TREPANIER Wuld it be reasonable to
expect that the limt set for those units in Question
No. 23 woul d be equal to or higher than the average
of the three years, the previous years?

MR, ROMAI NE:  Yes.

MR, TREPANI ER:  Question 29, on Page 25 of
M. Romaine's testinony, there was a reference to a
fuel burning device.

My question is, what type of fuel is
referenced by that? Wat type of fuel is referred to
in that reference?

MR, ROVAINE: There is no particul ar

L. A REPORTING - (312) 419-9292
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restriction on the type of fuel

MR. TREPANI ER: Does this include the operation
of Avery kil ns?

MR ROVAINE: No, it would not. Avery kilns do
burn fuel, but they also dry and process aggregate.
So those are process enmission units where there may
be emi ssions attributable to action processing the
aggregate; therefore, they would not qualify for an
exclusion as we propose in this rul emaki ng.

MR, TREPANI ER: Does this include the burning
of refused dry fuels?

MR ROVAI NE: Refused dry fuels -- well, |
don't know if you'd call those a fuel. Refused dry
fuels are burned in incinerators. Incinerators are
not processed em ssion units as we included in this
particul ar exenption.

MR. TREPANIER Does this include the flares
that oil refineries operate in heavy rain?

MR ROVAINE: No, it would not include flares.
Flares are control systens designed to treat and
safely di spose of process gases. They are not
covered within this exclusion.

MR, TREPANIER: Referring to M. Romaine's

testinmony under the top-down BACT process, how | ong

L. A REPORTING - (312) 419-9292
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could this scrutinizing in actual operation take?

THE HEARI NG OFFI CER  Let the record reflect
this is Question 31.

MR ROVAINE: Well, what | was referring to
in my testinmony was the action of review ng an
application. Depending on the degree of difficulty
and the extent of material provided in the
application, this could be a relatively
straight-forward matter taking a couple hours; if
it's a conplicated matter, it could take a couple
of days to review the information that's presented
by the applicant. That mght not all occur at one
time. 1t mght occur over a series of days as we
obtain additional information and we conduct ot her
i ndependent evaluations of the material that's been
provi ded by the applicant.

MR. TREPANIER: Is the Agency going to actually
scrutinize the operations?

MR, ROVAINE: By that, do you nmean visit the
operation, stand by it?

MR TREPANIER  That's what | understood from
your testinony.

MR ROVAINE: |'msorry for that

m sunderstanding. | was referring to scrutinizing in

L. A REPORTING - (312) 419-9292
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the sense of scrutinizing an application, review ng
t he paperwork that has been submitted by the
applicant where they are attenpting to denonstrate
that a particular em ssion unit should be considered
to have best avail abl e technol ogy.

MR, TREPANIER: Question 32, how woul d the
anal ysis of various circunstances of BAT units, these
simlar units, be coordi nated?

MR, ROVAI NE: Could you pl ease repeat the
guestion?

MR, TREPANIER: How will the analysis of the
various circunstances of the BAT units, the simlar
units, be coordinated?

MR, ROVAINE: The obligation that's first on
the applicant is to provide information so they would
come up with a list of potentially simlar sources
and then try to highlight and differentiate those
sources that they believe should be considered
rel evant precedents for the BAT determ nation versus
ones they think can be, in fact, distinguished.

We woul d then review the information that
t he applicant has provided and see whether we agree
with themor we, in fact, think that they are

i nproperly distinguishing units that we think are
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simlar.

W& woul d al so conduct our own i ndependent
reviewto see if there are other simlar units that
we know of that should al so be considered for the
eval uati on.

MR, TREPANI ER:  Wat diversity of units is
expect ed?

MR, ROVAINE: Are you asking diversity of units
for a particular evaluation or in general for al
eval uati ons?

MR, TREPANIER: | am |l ooking for the diversity
as that would refer to the units that could be
referred to as simlar units. So |I amlooking for
the diversity of those units.

So when | have a unit and |I'm | ooking for
if there's a simlar unit, how many of those base --
how many different types of these base units do you
antici pate?

MR ROVAINE: It would depend on the particul ar
type of unit. For sone types of operations, there
are a handful of simlar units to look at. It's a
fairly narrow industry, and there are a few
precedents that have to be considered.

For others, there may be many nore units;
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but, again, you may be able to focus in on severa
particular units that are reflective of a better

| evel of control and focus your analysis on those
particular units. So it really depends on the
particul ar circunstances, but there certainly can be
some diversity in the particular units that are being
exam ned.

MR TREPANIER  The units -- If the units were
separated into categories by type, how many
categories would there be? How many categories woul d
there be?

MR ROVAINE: | guess we haven't really thought
about separating theminto categories. W are
t hi nki ng about coming up with a conpilation of
particularly simlar units that would be relevant to
| ook at as a precedent for a particul ar best
avai | abl e technol ogy determ nation and then to
further evaluate those certain particular units and
refine that population to cone up with a key unit or
a group of key units that should be exam ned as the
other simlar units that would be governing in a
particul ar eval uati on.

MR, TREPANI ER:  What woul d qual i fy Agency

personnel to process BAT excl usion applications?
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MR ROVAINE: Well, what a permt anal yst needs
or other Agency personnel need is experience in
maki ng technol ogy determ nati ons, review ng
application information. So we woul d expect that
this task woul d require sonebody that the Agency used
to have several years of experience and has as part
of that experience in review ng applications
previously made these sort of technol ogy
determ nati ons.

MR, TREPANI ER: How | ong do you expect the
process woul d take for an application of a conpl ex
source? | alnmost feel like |I've asked this question.
| don't knowif you' ve answered it.

MR ROVAINE: | think | have.

M5. SAWER: | think we have.

MR, ROVAI NE: Conceivably, it could take
several weeks in total before that evaluation or it
can take longer. W are hopeful that such constant
conpl ex sources woul d be few and far between, and we
woul d be pleased if there were none of them

MR, TREPANI ER:  How many conpl ex sources are
expected to apply for BAT exenptions?

MR ROVAINE: As we have said, we don't know

how many sources in total will apply for BAT
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exclusions there; therefore, we can't further
specul ate on what those particul ar sources night be.

MR, TREPANIER: Question 33, nost of this has
been answered except for the |ast sentence. Ch, and
that's al so answered.

THE HEARING OFFICER | believe there's a
coupl e nore questions, M. Trepanier; the questions
that were directed to M. Sutton.

MR, TREPANIER: | wll strike nmy questions from
M. Sutton. Most of the questions have been answered
but for near the end of these |ong questions where it
says with the exclusion determ nation process
occurred during the determ nation of the em ssion
baseline itself.

MR ROVAINE: Yes, it would. [It's an inherent
part of the determination of a source's allotnent.

MR, TREPANIER:  And, finally, mnmy question on
this section comes fromny |ast page of ny prefiled
guestions handwitten.

The first question on the |ast page, wll
Sections 205.405 sub (a), sub (b), sub (c), allow any
unit to get an exclusion as long as it achi eves the
maxi mum degree of reduction for which it was

desi gned?
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MR ROVAINE: No, it would not.

MR, TREPANI ER:  What woul d be necessary in
addition? What's necessary for that exclusion in
addition to achi eving the maxi num degree of reduction
for which it was desi gned?

MR, ROVAI NE: That goes through -- back through
the entire best avail able technol ogy determ nation
We'd be | ooking at emi ssion |levels and control
technol ogy used at other simlar sources in al
cases. |If the emission unit is not doing as well as
other simlar sources or simlar emssion units, then
presumably that emi ssion unit will not have best
avai |l abl e technology. If it does do as well as other
simlar em ssion units, but there are further control
nmeasures that still could be applied to that unit and
the costs associated with those are not
extraordi nary, then those additional control measures
woul d be necessary before we determ ne that that
em ssion unit would qualify with best avail able
t echnol ogy.

MR. TREPAN ER: Thank you.

THE HEARI NG OFFI CER.  Any fol | ow up?

MR SAINES: Rich Saines, S-a-i-n-e-s, with the

ERMS Coal ition
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| just have one foll owup from
yest erday' s questioni ng.

THE HEARI NG OFFI CER:  Yesterday's questioni ng?

MR SAINES: Yes. It didn't deal with the
MACT. It dealt with -- well, it deals with the MACT
but that was --

THE HEARING OFFICER:  But it's still on this
section?

MR SAINES: It's on this section, yes.

THE HEARI NG OFFI CER:  Ckay.

MR, SAINES: During the testinmony, one of the
exanpl es presented -- | believe it is exanple --
Question No. 28, and it is 28(c), M. Forcade asked
whet her if a MACT standard were promulgated in
February of 1998 for which MACT has no controls, he
asked whether or not the particular unit that was
subj ect to those no controls MACT woul d neet Section
205.405.(a)(1). And | believe the answer was yes,

t he individual could make a suppl emental showing in
his ERMS application; and as the Agency was review ng
that, they could go back and that woul d be considered
sufficient to neet the exclusions.

MR, ROVAI NE: Yes, that was ny answer.

Peopl e are under an obligation to update
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their Title 5 applications. And certainly if we have
the informati on on MACT when the MACT standard was
proposed, that they would be required or obligated

to update their application. And if it came in
within a nonth after January 1, 1998, | doubt we
woul d have finalized the baseline em ssion

det erm nati on.

MR SAINES: So there's not a specific tineline
you are saying after January 1, 1998. |It's just when
the Agency is in the process of review ng the CAAPP
application which the ERVS application is a part of
until such tinme there is due information; and,
hypot hetically, a MACT standard cones in in that
interim then a suppl enmental application could be
filed?

MR ROVAINE: W don't expect that circunstance
to come up that often. W expect generally for MACT
to be adopted and done with, but it is conceivable
there may be circunstances where there is a posed
standard that hasn't been finalized yet, and the
finalization could occur while the application is
still pending with us.

MR SAINES: And if the finalization occurs

after the application is conpleted, does that change
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t he anal ysi s?

MR SUTTON: Well, | guess where Chris is
headi ng is the actual baseline determ nation wll
show up in the CAAPP permit; and up until that point
intime, that we would appreciate earlier than |ater
that it is still subject to debate up until the tine
the draft permt is going out until notice. So if
somet hing comes up, historically, we would deal wth
that as it comes up. Again, | don't think it's going
to be highly likely that it happens. And the MACT
standards thensel ves have a very long history.
Peopl e know where they are headed before they
actually hit the street.

MR, SAINES: Ckay. Thank you.

M5. MHELIC  Just one follow up question on
t he BAT issue.

Just to clarify that MACT applies to
sources of half em ssions, correct?

MR ROVAINE: That's correct.

MB. MHELIC: And that BAT will apply to VOM
em ssi on sources, correct?

MR ROVAINE: That is correct.

M5. MHELIC. (Okay. So what is MACT for a

source that has half enissions may not necessarily be
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BAT froma VOM eni ssion source, correct?

MR ROVAINE: That's correct.

M5. MHELIC. And, in fact, even if the sources
are simlar but have different pollutants, could BAT
be |l ess stringent than what MACT is for half the
sources?

MR. ROVAINE: That is conceivable.

THE HEARI NG OFFI CER:  Moving on then to Section
205. 410, participating source shutdowns, questions of
Tenneco, 35, 36, 37, 38, 39, and 40.

MR, FORCADE: Thank you.

These questions relate in large part to
the definition of shutdown.

Pl ease define shutdown. Does shutdown
mean nearly ceasing operations?

MR, ROVAI NE: Shutdown does not mean nearly
ceasi ng operations. As discussed in Section 205.410,
shut down neans the wi thdrawal or expiration of a
permt so that there is no longer a pernmitted source.

MR FORCADE: |If a facility dismantles all of
its equi pment but does not relinquish its permt, is
that facility's em ssions unit shutdown?

MR ROVAINE: No. The facility would not be

shut down until its permt is wthdrawn or expires.
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MR, FORCADE: Can the Agency mandate that a
unit be deemed shutdown as opposed to sinply inactive
if the facility wishes to maintain its permt for
that unit?

MR, ROVAI NE: Conceivably, at the tine of
permt renewal if we find out that all the equi prent
is, in fact, dismantled and renoved, we may get
hard-pressed to go forth and renew a permt for a
non-exi sting source. But if, in fact, the plant is
still intact, the equipnment is there, | think we'd be
hard- pressed to deem a source shutdown if it pursues
renewal of the permt.

MR FORCADE: If I could, 1'd like to explore a
little bit nore about what would qualify the
Agency -- what set of factual circunstances woul d
justify the Agency deeming a unit shutdown short of
renoval of all of the equipnent.

Are there any incapacity to operate
scenarios or partial equipnment renmoval s or anything
nore that you could el aborate on as to what
ci rcunst ances woul d aut horize the Agency to deem a
unit shutdown when a facility wishes to continue its
permt?

MR, ROVAINE: | guess | apologize. | glanced
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over the point of unit.

We are, again, looking at an entire
source shutdown. The fact that a unit or two isS no
| onger present would not be a relevant factor in
eval uati ng whether a source is shut down. So the
scenario | was di scussing was a circunstance where
sonmebody is attenpting to renew a permt for a plant.
And, in fact, all of the operations, all the
equi prent at the facility, have been physically
renoved. There is absolutely nothing there, and we
woul d just be permtting a shell of a building as if
the plant were still there.

MR, FORCADE: But as far as it pertains to a
single emssions unit, are there any factua
scenari os where the Agency would refuse to issue a
permt for that em ssions unit or deemthat unit
shutdown even if the facility wanted to conti nue?

MR. ROVAI NE: There are circunstances that
could exist in terns of the context of Title 5 that
we woul d presumably refuse to include for conditions
that had no practical purpose. However, that
circunstance for the Title 5 permt would have no
rel ationship as to what woul d be considered a source

shut down under the training program
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MR, FORCADE: kay. Then for purposes of the
source shutdown under the ERMS trading program if a
facility wishes to continue its pernmt for that
em ssions unit, is there any circunstance in which
t he Agency woul d deemthat em ssions unit shutdown?

M5. SAWER: | nean, is that a question?

MR ROVAINE: Yes, we could deemthat em ssion
uni t shutdown, but we have no indications for a
tradi ng program

MR, FORCADE: kay. Maybe we can address it in
the remai ni ng questions here. Go on to Question 30.

THE HEARI NG OFFI CER  Before we nove on, for
the record, 35(c) was w thdrawn for asked and
answered, | would assune?

MR FORCADE: Yes.

THE HEARI NG OFFI CER And 35(d) was j ust
Wi t hdr awn?

MR, FORCADE: WII| the Agency add a definition
of shut down?

MR ROVAINE: No. W believe it's adequately
described in Section 205. 405.

THE HEARI NG OFFI CER:  Thank you.

MR ROMAI NE: 410, 410. Sorry.

MR, FORCADE: W are going to nove on to 36,
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but I amgoing to slightly nodify the | anguage to
refl ect your answers.

Consi der the follow ng scenario: Up
until 1997, Facility A emtted over 10 tons of VOM
per season and was subject to the CAAPP program
Facility A discontinues one of its emi ssions units
operations, dismantles the equiprment, and ships it
off site, but does not relinquish the permt.
Facility A did not yet subnmit its ERMS application
and Facility Bis a participating source that w shes
to obtain facility A's ATUs.

Does Section 205.410(a) apply to Facility
A whi ch di scontinued em ssions in January 1977 --
1997?

MR, ROVAINE: No, but the Facility Aisn't a
partici pating source.

MR, FORCADE: Sinply because it did not submt
an ERMS application?

MR, ROVAI NE:  You have described a situation
where they are not pursuing an ERMS application
They are not continuing into the programas a
partici pating source.

MR, FORCADE: So the sole reason why they woul d

not be subject to 205.410(a) is because they did not
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submt an ERMS application as part of the CAAPP
permt?

MR ROVAINE: Well no. And the further thing
is that you haven't shown that this facility has shut

down. All you have described is one particul ar

em ssion unit has left. There is still a source
there. In that circunstance, the source would stil
be consi dered an operating source. It would not be

consi dered a shut down source

MR, FORCADE: Can facility A's em ssions
reductions be credited towards Facility B in forms of
ATUs?

MR ROVAINE: Yes, but Facility A would have to
go through the em ssion reduction generator process
to acconplish that.

MR FORCADE: | think I would like to rephrase
Question C then.

Is there any nechanismfor Facility Ato
transfer em ssion credits to Facility B prior to the
ERMS regul ati ons bei ng approved by the Board?

MR ROVAINE: |If you are tal king about sonebody
transferring em ssion reductions, there can certainly
be sone nmechani sm whereby an arrangenent between

Facility A and Facility B can be reached for transfer

L. A REPORTING - (312) 419-9292



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

1135

of credits between themthat mght ultimtely be
recogni zed at some point in terns of allowing its
tradi ng units.

MR, FORCADE: If | could slightly rephrase the
exanpl e based on the responses |'ve received from
you.

Assume that Facility A had over 10 tons
of em ssions, assume that Facility A discontinues its
em ssions of VOMfromthe em ssions unit that emtted
VOM and assune that Facility A deci ded nonet hel ess
to submit an ERMS application, even though at that
point it had no em ssions unit which emtted VOM but
it did not withdraw its permt application or revoke
its existing permt for the VOMem ssions unit. 1In
that circunstance, would Section 205.410(a) apply to
Facility A?

MR ROVAINE: No. The facility would have had
a permt. It would not be operating wthout a
permt. It would not be permtless.

MR, FORCADE: kay. Can Facility A then
receive ATUs based on its baseline em ssions and
sell those ATUs even though the em ssions unit has
been di smantl ed and shi pped off-site?

MR, ROVAINE: Yes. You have described a
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ci rcunstance where Facility A continues through the
basel i ne determ nati on process and becones a
participating source, and you've further described a
situation where that Facility A has not been shut
down.

MR SUTTON: If | can interject, the purpose of
an operating permt and especially a Title 5 permt
is to explain what operational conditions exist if
and when you el ect to operate sonething. It doesn't
mandat e that you operate anything; but it says when
you decide to operate, it will then control that
operation.

MR, FORCADE: What is the current permt fee
for a ton of VOC in the Chicago' s non-attai nment area
for a major source?

MR SUTTON: A pernit fee is $13.50 a ton
al | onabl e --

MR. FORCADE: $13.50 all owabl e.

MR SUTTON. -- on an annual basis.

MR, FORCADE: Wth the cost of a pernmt fee of
$13.50 per ton allowable and the anticipated cost of
an ATU up to $10,000 a ton, what notivation would a
facility have to shut down as opposed to sinply

di sconti nui ng operations of an em ssionship?
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MR ROVAINE: | don't think that those two
factors would be relevant. By that, | nmean that
certainly the permit fee would not be a major
consideration in that determ nation.

MR, FORCADE: Assune the Agency accepts a
proposal pursuant to which a participating source
will receive five ATUs fromthe shutdown of another
source. The shutdown source will stop all operations
on January 1, 2000.

Is it correct that the participating
source will receive five ATUs dated year 2000 from
t he shut down?

MS. SAWER: This is Question 397

MR FORCADE: Yes.

THE HEARI NG OFFI CER  Let the record reflect
this is Question 39.

And if you could when we are done go back
and tell us what happened, which questions you asked,
whi ch have been answered, which are withdrawn,
changed.

MR, FORCADE: |I'msorry. Questions 37 and 38
have been asked and answered.

THE HEARI NG OFFI CER:  Thank you.

MR ROMVAI NE: You have described this as a
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situation where we are apparently at an accepted ERG
proposal . You alluded that this shutdown does create
ATUs that we can recogni ze; and, accordingly, the
participating source could receive five ATUs.

MR FORCADE: And would it receive five ATUs in
t he year 20017

MR ROVAINE: |If there is agreenent for a
stream of ATUs, yes, it woul d.

MR, FORCADE: And that would run continuously
if there's an agreenent?

MR ROVAINE: Yes, it would.

MR, FORCADE: What form of agreement mnust the
applicant submt to verify the permanent nature of
t he agreenent ?

MR KOLAZ: Well, you know, first of all
regarding Rul e 205.410, it explains that in Part Cin
the situation you described, the receiver of the
allotment would need to nodify the permt the next
time it was revoked into renewal. But the way we
woul d execute that particul ar arrangenent woul d be
through a multi-year transfer agreenent initially.
And then when you cane in to reopen or nodify your
permt, we would then issue the -- you know, make the

change to your permt so that nulti-year transfer
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agreenments woul d not be necessary fromthat point
onwar d.

MR, FORCADE: (Question 40 has been asked and
answer ed.

THE HEARI NG OFFI CER: Moving on then to Dart
Cont ai ner Questions 15, 16, 17, and 18.

VMR NEWCOMB: No. 15 has been asked and
answer ed.

No. 16 is, therefore, irrelevant.

No. 17 has been asked and answered as
wel | .

And 18 is w thdrawn.

THE HEARI NG OFFI CER: Any fol l owup on that
section?

MR, SAINES: Yes. W do have sone, and Tracey
nmonentarily stepped out. She'll be back in a
second. | don't know. She went to make a phone cal
or sonmething. | know she had sone questions she
wanted to ask. | don't personally have any
guesti ons.

THE HEARI NG OFFI CER Wl |, let's nove on
Subpart E, Alternative ATU Ceneration, Section
205. 480, Emi ssions Reduction Cenerated, Tenneco's

Questions 41, 42, 43, 44, 45, and 46.
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MR SAINES: 1'll raise a question here.

Are we going to be able to ask the
guesti ons when Tracey returns?

THE HEARI NG OFFI CER W'l see.

MR SAINES: Thank you.

MR, FORCADE: (Question 41, is a VOMenmtting
source which is exenpted under 205.205(a) because it
emts under 15 tons per season eligible to be an
em ssi ons reduction generator?

MR ROVAINE: Yes, it is.

MR, FORCADE: If yes, howw Il this reduction
be cal cul at ed?

MR ROVAINE: It could be calculated as --
em ssions reductions can be cal cul ated for other
em ssions reduction generators and as described in
our proposals. Qbviously, in this case, the source
could never generate nore than 15 tons per season
em ssi ons reductions.

MR FORCADE: WII the em ssions reduction be
cal cul at ed based on excess avail abl e em ssions from
15 tons or from past actual s?

MR ROVAINE: It can be cal cul ated from past
actual s as em ssions reductions from-- em ssions

reducti on generators are generally cal cul ated from
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past actuals.

MR FORCADE: |If an em ssions reduction
generator had baseline emi ssions that woul d have
brought it within the ERVMS programduring the
basel i ne years and el ected to request a 15-ton
limtation because of some process change going on
and subsequently was subject to 205.205(a), would its
basel i ne em ssions be the baseline em ssions during
1994, '95, and '96, or would it be the baseline
em ssions after they had instituted the changes which
allowed themto accept the 15-ton reduction
l[imtation?

MR, ROVAI NE: You are asking the question
whet her sonebody who has pursued this exenption then
deci des to abandon the exenption?

MR, FORCADE: No. | ampositing a scenario in
which a facility had hypothetically 15 tons of
seasonal em ssions through '94, '95, and '96 in lieu
of submitting an application for ERV5 on January 1st
of 1998 seeking a 15-ton baseline, it inplenented
some process change to reduce its enissions to bel ow
15 tons per season; subsequently, it institutes
addi ti onal process changes to generate additiona

potentially to use.
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| amtrying to determ ne whether the
baseline for calculating the ATUs that that em ssions
reducti on generator would have for sale would be its
1994, '95, '96 baseline of 15 tons or its 1998
basel i ne of sonmething less than 15 or 15 tons itself?

MR, ROVAINE: It could be higher than the
15-ton limt. You' d have to | ook at what the actua
em ssion | evel was before those changes were made,
before the second set of changes were made.

MR FORCADE: But it could be the 15-ton limt?

MR, SUTTON: In your particular case, the
applicant could go into the -- file an ERVS
application, use his 15-ton, and take advantage of
that during the trading programas a normal trading
partner. Right?

MR, ROMAI NE:  Yes.

MR, FORCADE: kay. No. 42, is a VOMenitting
source which is exenpted under 205.205(b) because it
reduced its emi ssions by 18 percent eligible to be an
em ssi ons reduction generator?

MR, ROMAI NE:  Yes.

MR, FORCADE: Question 43, is it true that a
Non-Cl ean Air Act permt source can be an em ssions

reducti on generator?
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MR. ROMAI NE:  Yes.

MR, FORCADE: Assune that such a source emts 8
tons of VOM per season and then reduces to 4 tons.
The source wants to sell this reduction to another
facility. Wiat procedure nmust this em ssions
reduction generator follow? 1Is the em ssions
reduction generator required to obtain a Cean Air
Act permt?

MR ROVAINE: No. The facility is not required
to obtain a Clean Air Act permit. In fact, it may
not be required to anend its permt at all. It's
really its choice. What it does have to do is submt
an em ssions reduction generator proposal to the
Agency that reviews and describes the nature of the
em ssi on reduction, explains how the anount of
em ssion reduction has been cal cul at ed.

Then the choice that the facility has to
make i s whether they want to then operate on a
season- by-season basis to have em ssion reductions
refl ected as they occur or whether they want to, in
fact, have the permt anmended to actually include
[imts that make a 4-ton reduction enforceable in
whi ch case they woul d have a stream of all owance

trading units that could be used in the future.
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MR FORCADE: |'msorry. A streanf

MR ROVAI NE: A stream

MR, FORCADE: kay. | think that's answered
t he subsections under 43.

No. 44 --

MR ROVAINE: | just want to make it clear in
the | ast question, one of the requirenents for an
em ssi on reductions generator is that they nust be
permtted sources. They don't necessarily have a
CAAPP permt, but they must have at | east a state
permt.

MR, FORCADE: So they nust have at |east sone
formof existing state permt in order to be in the
RVS generation?

MR, ROVAINE: To be an ERG generator.

MR, FORCADE: Em ssions reduction generator?

MR ROVAINE: R ght. Oherwise, it would be
goi ng through the intersector path to generate
em ssi ons reductions.

MR, FORCADE: Consider the following -- this is
Question 44 -- consider the foll owi ng scenario:
Until January 1997, Facility A emtted over 10 tons
per season and was subject to the Clean Air Act

Permt Program

L. A REPORTING - (312) 419-9292



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

1145

Let ne take a second and see if | want to
explain this.

I think this question was asked and
answered in the questions related to shutdown.

Question No. 45, assune that the

Agency accepts an emi ssions reduction generated
proposal pursuant to which a participating source
will receive five ATUs from an em ssions reduction
generator. The em ssions reduction generator will
stop its permtted operations on January 1st, the
year 2000.

Is it correct that the participating
source will receive five ATUs dated year 2000 from
t he em ssions reduction generator?

MR ROVAINE: Yes. It would receive five ATUs
for the year 2000 season.

MR, FORCADE: kay. And would it continue to
receive five ATUs per year thereafter if the transfer
agreement so provi ded?

MR ROVAINE: Yes, it would.

MR, FORCADE: CQuestion 46 has been answer ed.

THE HEARING OFFI CER: | guess we'll turn
to Sonnenschein's questions fromtheir January 16th

filing, Question No. 10.
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M5. FAUR  Question No. 10, it appears that the
only way to be an em ssions reduction generator is to
nodi fy sources operating the permt or subnmt a
program but the operating permt you are di scussing
appears to be a state operating permt, not a Title 5
or a CAAPP permt.

If so, why can't a Title 5 permt hol der
be an em ssions reduction generator?

MR ROVAINE: A Title 5 source could be an
em ssions reduction generator if it wasn't a
partici pating source.

M5. FAUR  Wiat about a party hol ding an
envi ronnent al nmanagenent systens agreenent or a
proj ect excel agreement?

MR, ROVAI NE: Nothing in our proposal would
prohibit a party with an environmental nanagenent
system agreenment or an excel agreenment from being an
em ssi ons reduction generator. Any additiona
requi renents for creation of ATU by such sources
woul d have to be established in that particul ar
agr eenent .

M5. FAUR  Thank you.

And there were two other questions listed

here from our January 31st filing.
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THE HEARI NG OFFI CER:  Yes.
MS. FAUR Question 2 we w thdraw, and
Questions 3(b) and (c) have already been answered.
THE HEARI NG OFFI CER:  Thank you.
Moving on to ERVS Coalition, Questions 1,
2, 3, 4, and 5.
MR, SAINES: Thank you. Rick Saines.
Question No. 1, pertaining to
Section 205.408, Subpart (f), why is a source only
gi ven 15 days to appeal a denial of an em ssions
reducti on generator proposal when nost other sources
are provided 35 days to appeal Agency deci sions?
MR, ROVAINE: The key point is that this rule
woul d provide an accelerated track for em ssion
reduction generators. W are doing that to

facilitate the participation of em ssions reduction

generators in the programin the season which

em ssi on reductions occur so we have a much tighter
time frame for review of a proposal. Likew se, a
source has a nuch shorter tinme frame to decide

whet her they are going to appeal our decision
W believe that 15 days certainly should
allow sufficient time to file an appeal if sonmebody

doesn't |ike what we have done when we propose it.
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MR. SAINES: Thank you.

Question 2, could the review and appeal
of em ssions reduction generator proposal extend
beyond the reconciliation period?

MR ROVAINE: Yes, it could. Certainly if a
source wants to nmake sure that these matters get
taken care of in a tinely manner, what they need to
do is apply early, provide sufficient lead tinme for
what ever eventualities happen.

MR, SAINES: Question 3, if so -- and | guess
the answer is yes -- will the source be given amesty
for excess em ssions excursions pending the appeal ?

MR, ROVAI NE: We wouldn't expect that to
occur. Sources should not rely on allowance trading
units froman em ssion reducti on generator proposa
until it's been approved.

MR SAINES: So the answer to that woul d be no

t hen?
MR, ROMAI NE:  No.
MR SAINES: I'msorry. Did you answer that?
MR, ROMAI NE:  No.
MR SAINES: No. GCkay. Thank you.
MR ROVAINE: The answer is no
MR, SAINES: Ckay. Thank you.
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Question 4 -- "Il ask it anyway -- wll
t he source be provided an opportunity to hear any
excess em ssion excursions if the source |oses the
appeal ?

MR, ROVAINE: No such cure provision is
provided in the rule.

MR, SAINES: So Question 5, how does the source
cure in this instance?

MR ROVAINE: First of all, primarily, don't
rely on them And then if you get into a situation
where you have ATUs, you are going to have to pursue
anot her alternative nmeans for the ATUs for that
season.

M5. MHELIC. Is it correct at that tinme after
the Decenber -- if after the Decenber 31st
reconciliation period, you'd have to go to the ACVA;
you woul d actually -- you probably would have to be
given a notice of excursion, whatever it's called,
and then do the relief pursuant to that, which would
be going to the ACMA and obtaining 1.21 or sone
of fset, 1.31 emi ssion?

MR ROVAINE: | think that's certainly the
wor st case scenario. A source could go to the

mar ket pl ace to obtain ATUs. They coul d obtain ATUs
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fromthe ACVA prior to the proposed reconciliation
peri od.

M5. MHELIC. But if it's after the
reconciliation period and it appealed its refusal for
its em ssion reduction generator, it was refused by
t he Agency, they appealed it, and they |ost an
appeal

After the reconciliation period, can the
source go to the market at that tine?

MR, ROMAI NE:  No.

M5. MHELIC. So the only optionis to
basically go to the ACVA and handl e that as an
em ssi ons excursi on?

MR, ROVAINE: In that circunstance, yes. Let
me stress here, this is a voluntary el enent of the
trading programto allow non-participating sources to
be recogni zed for em ssion reductions.

In those circunstances, participating
sources should not count their chickens before they
are actual ly hat ched.

THE HEARI NG OFFI CER:  Moving on then to Section
205.490, Inter-Sector Transaction, ERMS Coalition's
guestions on Page 19 of the filing under Section 16.

It seens that you have nore questions
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than what the Agency listed. You deferred a whole
bunch of them | don't know if you plan on asking
all of the ones you deferred on an earlier date or
how you want to handl e that?

MR, SAINES: You are tal ki ng about Section 4907

THE HEARI NG OFFI CER:  Yes.

MR SAI NES: Yes.

THE HEARI NG OFFI CER You want to ask them now?
MR SAINES: Nowis the tinme if that's what we

want to do

Ckay. 1s the Agency ready?

MS. SAWER  Yes.

MR, SAINES: Question No. 1, to what standard
of reviewis the Agency held in conducting its review
of the transaction?

M5. SAWER: Hold on a second. Maybe not this
one.

MR SAINES: It's under the introduction
secti on.

M5. SAWER: Yes. Those questions call for a
I egal interpretation

M5. MHELIC WII they be answered by witten
comments then?
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witten comments.

M5. MHELIC. That would be 1 and 2(a)(1l) and
(2)7

MS. SAWER  Yes.

MR, SAINES: Ckay. We'll proceed with Section
205.490(a), which would be Question 1 under B

Wy does the Agency need 45 days to
review a transacti on proposal ?

MR KOLAZ: Well, we thought 60 days woul d be
too much tine and 30 days too little for one. There
really isn't a conpromse. W certainly feel that
some proposals will be able to be reviewed quicker
than others, but it provides a tinme where the Agency
feels it can commit to and assure that we've had
anple tinme to do an adequate review, and that's how
we chose 45 days.

MR SAINES: Question 2, will this length of

review tine cause sone sources to be unable to

1152

reconcile ATUs with their actual em ssions by the end

of the reconciliation period?
MR KOLAZ: Well, | think that the correct
answer to that is it's not the Iength of tine that

woul d cause a difficulty. | believe it would be the
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failure to pl an ahead because the length of tinme
required to conduct a review is 45 days as stated in
the regul ations. So any planning that the source
needs to do to acquire these ATUs in sufficient time
to reconcile the enm ssions needs to be based on that
45-day review period. In other words, | don't think
there's a review period that could absolutely assure
that the circunstance you descri bed here woul d not
occur, whether that was 15 days or 5 days.

MR SAINES: True. | guess the question really
relates to the fact that em ssion units on sources
with 10 units or nore are not required to submt
their data until Novenber 30th under the curtain
rules, so that only provides 31 days of a tine period
where all the data will be out there for sources to
start trying to reconcile as opposed to 90 days or
what ever .

MR KOLAZ: Well, first of all, I think
there's two ways to | ook at the situation as
described. Novenber 30th is the deadline, but
there's certainly nothing that conpels you to wait
until Novenber 30t h.

Secondly, the inter-sector transaction

proposal itself may not necessarily have a bearing or

L. A REPORTING - (312) 419-9292



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

1154

be affected by your seasonal report.

MR, SAINES: Can you just explain the |ast part
of that answer a little bit?

MR KOLAZ: Yes. For exanple, it mght be that
you choose to acquire ATUs through sonme type of car
scrappage program but there's two ways you may be
viewing this. You may view the desire to do this
because you feel you'll need ATUs, and | think your
point is you won't absolutely know that you need ATUs
until maybe Novenber 30t h.

However, | don't think that it would be
prudent under any circunstance to wait that |ong
until you have nade all the arrangenents necessary to
make sure that you could actually carry through with
t hat scrappage program

So even if we were, for exanple, saying
that we could do the review in 15 days, if you wait
until Novenber 30th to institute the actions you need
to make the conmitnment to us to convince us that you
are really fully able to carry through, there just

woul dn't be enough tine.

So | think under any scenario, it's going
to require planning well -- probably well before the
end of this season allotnment period to acconplish
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t hat .
MR, SAINES: Thank you.

Question 3, if the Agency di sapproves the
transacti on proposal, will the source acquiring ATUs
be provided an opportunity to purchase ATUs from
anot her source or fromthe ACVA?

MR, KOLAZ: Let me ensure that ny answer really
fits with what you're getting at.

| assunme you're tal king about the ability
to reconcile the previous season's em ssions with
ATUs that you now find you don't have a sufficient
nunber because the transaction proposal was not
approved; is that correct?

MR SAINES: That's correct.

MR KOLAZ: Only if it's prior to
Decenmber 31st. There are no provisions to allow you
to purchase ATUs after the reconciliation period
specifically because a transaction proposal has been
di sapproved. There are, as nowin the rule, em ssion
excur si on conpensation periods which you woul d be
subj ect to.

THE HEARI NG OFFI CER: Any fol | ow up?

M5. MHELIC. | have a quick followup to this

section of questi oning.
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Tracey M helic.

Is it possible that neither the ERVB
participating sources or the Agency w |l know whet her
there are any ATUs in the market available for sale
until Novenber 30th when all sources are required to
submt their seasonal em ssions reports?

MR, KOLAZ: Could you read back that question
to make sure | understand it?

(Record read as requested.)

MR, KOLAZ: You know in earlier questions, we
mentioned how -- what techni ques woul d be avail abl e
for people to post the fact that they either have
ATUs for sale or that a conpany is in the market to
buy ATUs.

| don't believe that Novenber 30th itself
has any specific significance to the availability for
the sale of ATUs.

But to specifically answer your question,
I think at any point in tine, the Agency is not
really able to ensure that there are ATUs for sale
ot her than what m ght be available in the ACVA

So to continue further just for a noment,
I woul d suggest that anyone who anticipates they are

in the market for ATUs needs to use the bulletin
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board that we are going to establish to publish that,
that desire to purchase ATUs. And certainly as part
of the record keeping and reporting necessary for
this program a person should be conpiling their
seasonal VOM enissions as they continue through the
season. They should not be waiting until the end of
t he season.

So ny point is, this programdoes require
very careful planning, very careful record keeping,
for everyone involved to work properly so that at the
end there are no surprises.

M5. MHELIC. Right. But isn't it possible if
a source who may have exceeded their allotnment has
kept careful planning who is aware that it's exceeded
its allotnment, that sources who haven't exceeded
their allotnents and may have excessive em ssions,
they are not required to report what their em ssions
are until Novenber 30th; so there may be no
i nformation available until Novenber 30th what ot her
sources may have additionally to use?

MR KOLAZ: That's correct.

THE HEARI NG OFFI CER: Movi ng on.

MR SAINES: Well, we have questions pertaining

to Section 490(e).
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THE HEARING OFFICER:  Right. Myving on to
Section 205.490(e), Denial of Inter-Sector
Transaction, ERVS Coalition Questions 1, 2, 3, 4,
which is on Page 19 of their prefiled questions.

MR, SAINES: Thank you.

Question No. 1, if a source appeals the
denial of an inter-sector transaction proposal, how
will the Agency allot ATUs to the source during the
appeal process?

MR KOLAZ: Well, Section 205.490(c) specifies
that the Agency may not issue ATUs until a proposa
has been approved, so there will be no allotnent of
ATUs.

MR, SAINES: Question No. 2 has been asked and
answered. | will wthdraw that.

Question No. 3 will also be withdrawn for
t he sanme reason.

But we'd |ike to ask Question No. 4.

WIIl the source be given ammesty for any
excess em ssions excursions pending the appeal and an
opportunity to cure any access em SSi ons excursions
if the source | oses an appeal ?

MR KOLAZ: No

M5. MHELIC. | guess | would like to ask a
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clarifying question.

If a source has appeal ed an inter-sector
transacti on proposal, okay, because it wants to gain
em ssions from sone outside source, a source outside
of the program it appeals this transaction, this
appeal process takes |onger or extends beyond
Decenmber 31st and could extend, let's say, into March
or April of the following year, will this source be
consi dered out of conpliance with the ERVS prograns
during that tine, during that appeal process?

MR KOLAZ: Well, let me give a little bit nore
of a conplete answer. Excuse ne for just a nonent.

The situation you described | assune is
one where you do not have sufficient ATUs to
reconcil e your em ssions and need the ATUs fromthe
i nter-sector transaction proposal to have sufficient
ATUs by Decenber 31st; is that correct?

MS. MHELIC  Yes.

MR KOLAZ: M answer really was directed at
the rule the way it's witten, which neans it does
not have any specific provision that allows ATUs to
be issued until the actual proposal has been
approved. It does, as you well know, under

205.490(e) allow for a, you know, petition to the
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Board, you know, to review the Agency's deci sion.

W will expect and we will issue the
em ssi ons excursi ons conpensation notices after
Decenber 31st to a source that does not hold
sufficient ATUs even if they have filed such a
request for review to the Board.

It is possible that the Board as
part of their decision -- assum ng that they do
not agree with the Agency and uphol d the request
for review by the source -- | assune it's possible
that the Board as part of their decision-making
could enter into sonme type of decision that woul d
all ow for a special circunstance.

M5. MHELIC. So are you saying if a source
wi ns on appeal or wins the review and the Board says
you shoul d be allowed to have this inter-sector
transacti on and you shoul d be given the ATUs
generated fromthat inter-sector transaction, that
woul d not necessarily cure any of its emi ssions
excursions fromthe previous season if it's after
Decenber 31st?

M5. KOLAZ: That's correct.

M5. MHELIC. Further action has to be taken by

the Board to say, well, this notice you got, now, it

L. A REPORTING - (312) 419-9292



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

1161

is, you know, accurate and correct, but now we have
to do sonmething else with respect to the notice?

MR KOLAZ: No. | think I nust have confused
you on that. Let's just say that you appeal the
Agency's decision and the Board rules in favor of the
Agency. At that particular point in tine, you would
have undoubtedly al ready recei ved an excursion
conpensation notice, and the Agency woul d expect you
to conpensate for those excess enmissions in
accordance with the way the rule is witten right
now.

VWhat | amsaying is, hypothetically, if
the Board ruled in your favor, it is conceivable that
as part of their decision, they would establish a
renmedy in which those ATUs from your inter-sector
transacti on proposal were issued to you in such a way
that it would conpensate for your pre-season
em ssi ons excur si ons.

M5. MHELIC. But the Board has to nake that
determ nation?

MR, KOLAZ: That's correct. That is my opinion
that that is howit would have to be resol ved because
there is nothing specifically in the rule to address

the situation you are tal king about to allow you to
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conpensate for those excess em ssions outside of
what's al ready been provided through the excursion
conpensati on notice process.

M5. MHELIC. If there were a provision
allowing for a stay, perhaps, of any determ nation of
an excess em ssions excursion until that appeal is
determ ned by the Board, would that then provide an
opportunity that if the source wins -- let's say that
the Board rules in favor of the source, the source
woul d not be issued an emi ssions excursion notice?

M5. SAWER:  (bj ection; specul ative.

THE HEARING OFFICER: | think we are really
getting into sone kind of |egal questions here, which
| don't knowif his opinions will help the Board in
deciding these matters. So it mght be better that
these be put on in public commenting, if that's
okay. 1'd like to nove on then.

M5. MCFAWN:  You can al so provide testinony if
that's sonething your group could advocate.

THE HEARI NG OFFI CER:  Moving on to Subpart (f),
Mar ket Transacti on.

I think you were out of the room
Ms. M helic, and you had sone foll ow up questions.

M5. MHELIC. | just had two quick --
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THE HEARI NG OFFI CER: | was hopi ng that nmaybe
you coul d save those until we do your 320 questi ons,
your 205.320 questions, just so you know you'll have
the opportunity to do it.

Subpart (f), Market Transactions then.

MR, TREPANIER: | had a foll owup question to
Tenneco's first question under Subpart (e). W noved
real quickly fromthat first section

THE HEARI NG OFFI CER: Why don't you ask that

t hen.
MR, TREPANI ER:  Thank you.
And follow ng up Tenneco's Question No.
41, was it -- is it the Agency's testinony that a

source that had received the exenption under
205.205(a), that it becomes an em ssion reduction
generator could produce 15 tons of ATUs, generate
those 15 tons of reductions?

MR ROVAINE: That is conceivable if at sone
point it had increased its em ssions to be exactly at
15 tons, and then it cones up with some new process
that allows it to conduct its business without any
emi ssi ons.

MR TREPANIER  And does that include enmtters

who in 1990 and in 1996 had em ssions of under 15
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tons or even at 10 tons when they cane into the
program that they can | ater generate 15 tons of
reduction?

MR, ROVAINE: |In that hypothetical situation
that would be the case. But, again, that's a very
hypot heti cal situation that we are addressing.

Al we said was that when you cal cul ate
t he em ssion reductions fromsuch a source, the nost
they woul d ever be entitled would be 15 tons per
season because they have pursued the exenption under
Secti on 205. 205.

MR, TREPANIER:  And just to be certain, they
can generate those 15 tons of exenptions even if when
t he baselines and the CAAPP for this programwere
establ i shed, they were a 10-ton emtter?

MR, ROMAI NE:  Yes.

THE HEARI NG OFFI CER:  Ckay. Mving on then to
Subpart F, Market Transaction, Section 205, |
bel i eve, 500, ERM5 database. That's ERMS dat abase.
Tenneco's Questions 47, 48, 49, 50, 51.

MR, FORCADE: Qur Question No. 47 has been
asked and answered; 48, asked and answered; 49, 50,
and 51 have been asked and answered.

Ready for 527
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THE HEARI NG OFFI CER:  Let's hear 52.

MR, FORCADE: |I'msorry. |Is that a yes?

THE HEARING OFFICER:  Hold on. Let me clarify
the record, M. Forcade

Then nmovi ng on since those have been
asked and answered to Section 205.520, Application
for Transaction Account, Questions 52, 53, 54, 55,
and 56.

MR, FORCADE: Al right. Question 52, why do
participating sources need to apply for an account?
WIIl the Agency revise this requirement so that al
participating sources automatically receive a
transacti on account when they apply for an -- submt
an ERMS application?

MR KOLAZ: The rule of 510 that describes the
process for applying for a transaction account has
several requirements that are not a part of the ERVB
application process, although they could be nmade to
be part of the process.

However, the part that | think is on our
mnd in establishing the rule the way we did is that
part of the transaction account application process
is the need to designate an account officer. Qur

feeling is that at the time the ERVS application is

L. A REPORTING - (312) 419-9292



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

1166

requi red, a source nmay not have an account officer in

m nd. They may need tine to

make speci al

arrangenents. So that's why we do not -- that's one

of the reasons why we do not

make t he ERMS

application process and the process of applying for

the transacti on account one i

MR, FORCADE: Are parti
required to re-apply for a tr
every year?

MR KOLAZ: No

n the sane.
ci pati ng sources

ansacti onal account

MR FORCADE: Is it a one tine only

application?

MR KOLAZ: That's corr

ect.

MR FORCADE: Are there restrictions for --

this is -- Question 53 | just
Question 54 -- are there any
requi renents which will deter
be a special participant?

MR KOLAZ: No

MR. FORCADE: WII the

partici pants be made avail ab

finished, and |I'm doi ng
restrictions or

mne who is eligible to

identities of special

e to the public?

MR KOLAZ: Yes. A list of special

participants will be included on the electronic

bulletin board portion of the ERVMS dat abase.

L. A, REPORTI NG -
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MR, FORCADE: Wien the Agency -- this is
Question 55 -- when the Agency issues ATUs to a
participating source, are the ATUs issued to the
source's transactional account or does the source
have to put its ATUs in its transactional account?

MR, KOLAZ: They would be issued directly to
the transactional account.

MR FORCADE: Are all of -- this is Question
56 -- are all of the source's past, present, and
future ATUs al ways kept in the account or is the
transacti onal account only used for transferring ATUs
bet ween partici pants?

MR KOLAZ: | believe there's probably severa
ways to view this, but I"'mtrying to understand what
your question's really getting at.

Let me just say that by | ooking at your
transacti onal account, you will be able to see a
record of all of the past transactions and all of the
ATUs that have been issued to your account, those
that are retired and those that have expired.

My point being in the design of a
dat abase, they may not actually be in your database;
but by accessing your transactional account, you will

have access to view the type of information that you

L. A REPORTING - (312) 419-9292
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THE HEARI NG OFFI CER:  Before we go on, | have a

qui ck question.

At a couple hearings ago, | think M.

Mat hur testified about this database and the

contracting for a designer.

Has there been any nore novenent since

the last tine we have heard testinony on

interrogation of this database, the progranf

MR MATHUR | think M.

MR KOLAZ: Well, there

Kol az can answer that.

has been some

progress. W received approval from Central

Managenment Services to proceed with our RFT process,

which is a necessary step int

he process. So that's

been progress. And we have an internal draft that's

bei ng reviewed, an internal request for proposa

draft. So we have made progress since the | ast

heari ng.

THE HEARI NG OFFI CER  Thank you.

MR, NEWCOVB: On that point, how does one

beconme aware of the RFT when it's finalized and how

does the Agency go about announcing the RFT?

MR KOLAZ: Well, there's a process where

there's advertisings that nust

L. A, REPORTI NG -
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newspapers within Illinois, and we are also -- as we
beconme aware of people who we believe either would be
good candi dates to bid on the project, we can add
themto a list to ensure they receive the proposal
Peopl e who may hear about the proposal either through
t he newspaper notice or sonme other neans can al so | et
us know their interest. W have had sone inquiries
along that line already. So we are building a |ist
of people who have to receive the ERFP

THE HEARI NG OFFI CER:  Then noving on to Section
205. 520, account officer. Hold on

MR, SAINES: W have questions that we have
organi zed as pertaining to M. Kolaz's testinony,
prefiled testinony, and not specific to a section
but it appears that it is relevant here. W' ve asked
some of them al ready when we were goi ng through our
original questioning about the database. | think it
is probably a good tinme now to ask these questions
here.

THE HEARI NG OFFI CER:  Coul d you -- what page
are you on?

M5. MHELIC. W are on Page 22 -- really, Page
23 because the ones that are specific to this ATU

account is starting on page -- or Questions 4 through

L. A REPORTING - (312) 419-9292



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

1170

M5. SAWER: You didn't ask those questions?

M5. MHELIC W did not ask those questions
yet. W asked 8 on.

MR SAINES: Yes. W started at 8.

M5. SAWER: Why didn't you ask then? Dd we
defer then? | don't think we deferred them

M5. MHELIC Yes, we did because they were to
be asked during the specific section in which they
pertai ned to.

M5. MCFAWN.  These are relevant to --

M5. MHELIC. Questions 4 through 7 go to the
transacti on account. Questions 1 through 4 are just
general questions, but Questions 4 through 7 do go
specifically to the transacti on account. W can
defer these until later.

M5. SAWER: We should just do them

THE HEARI NG OFFI CER:  Way don't we just take
them now then, if the Agency --

Let's go off the record for a second.
(A short recess was taken.)

THE HEARING OFFICER:  Nos. 5, 6, and 7 on

Page 23 of the ERVE Coalition's prefiled questions.

M5. MHELIC. Tracey Mhelic. Should all --

L. A REPORTING - (312) 419-9292
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Sorry. Strike that.

No. 5, where in the proposed rule does it
state that if a discrepancy exists between the Agency
and a participating source regarding that source's
transacti on account, quote, the account officer may
petition the Agency to take appropriate action, close
quot e?

MR KOLAZ: Well, the place in the rule is on
205.530(d)(2). And | think the key thing that woul d
clarify this is -- the proper word woul d be request
in place of the word petition, and it says, a request

for correction, you know, may be made instead of a

petition.

M5. MHELIC. So you are saying a source that
does not petition the Agency can only request the
Agency?

MR KOLAZ: It requests the Agency. | nean, it
says directly, any discrepancies found by the

account officer shall be reported to the Agency or
its designee along with a request for correction
M5. MHELIC. And how does one go about
requesting this correction?
MR KOLAZ: Well, | nean, in a sinpler sense

you could wite a letter describing your request.

L. A REPORTING - (312) 419-9292
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But when we establish the database, we do intend on
having an E-mail type of capability, and I would
assune that your account officer could E-mail the
Agency and describe the correction. | think a |lot of
this woul d depend upon the nature of the correction

For exanple, if you were sinply updating
t he account officer's new tel ephone nunber, | would
think that would not require the sane | evel of
attention that maybe a nore serious type of
correction would require.

M5. MHELIC. Wthdrawi ng specifically
section -- question -- the first question in 6, if |
could nodify it since we don't have to petition; you
sinmply have to request the Agency; if the discrepancy
is with respect to the amount of ATUs held by the
source, what are basically the specific requirenents
regarding the ability of a source to request the
Agency to take appropriate action?

MR KOLAZ: Well, let nme answer that question
intwo ways. One is | think that particular type of
error is extrenely unlikely because of the checks and
bal ances that we will build into the system But as
all of you are probably thinking, no systemis

perfect. And it is possible, although |I think very

L. A REPORTING - (312) 419-9292
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renotely possible, that there could be a difference
of opi ni on.

I would say that the account officer
shoul d just assenble the facts known them nuch |ike
you would do if you had a di screpancy in your
checki ng account or savings account and make t hat
i nformati on known to the Agency.

M5. MHELIC Wthdrawing -- or saying 6(b) has
al ready been answered; w thdrawi ng 6(c).

6(d) is, how many days does the Agency
have to respond to such a petition now being changed
to request?

MR KOLAZ: Well, there is nothing specifically
inthe rule, but our intentionis to respond to al
of these within seven days.

M5. MHELIC. And what if -- I'mgoing to
Question (e) -- what happens if the Agency denies
such a petition or request? And this goes to -- is
wi th respect to changing the anmount of ATUs or
di sagrees with the anount of ATUs that should be
in a transaction account. What is a source able to
do?

MR KOLAZ: Just a nonent.

Well, there is nothing specifically in

L. A REPORTING - (312) 419-9292
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Agency as far as the Agency's concerned is final.

o

MHELIC. It's a final Agency decision?

KOLAZ: Right.

KOLAZ: | think that's --

5 3 5 3

SAWER: A legal interpretation.
M5. MHELIC. WII that be answered then in
witten comments?
M5. SAWER: Do you want us to answer it right
now?
THE HEARI NG OFFI CER Sure.
(A brief pause.)
M5. MHELIC. So that's a yes; it will be
answered in witten coments?
THE HEARI NG OFFI CER:  Yes, | hope.
MS. MHELIC. And we wi thdraw Question No. 7.
THE HEARI NG OFFI CER:  Thank you.
&oi ng back then to questions from
Tenneco, Section 205.520, Question 57.
MR, FORCADE: Question 57, under Section
203. 420(b), the account officers nust conplete the
trai ni ng program

Is a potential account officer nerely

L. A REPORTING - (312) 419-9292
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required to attend a training programor nust he or
she al so pass the progran?

MR, NEWION: He must only attend the prograns
day through day. There would be no exam nation or
anyt hi ng.

MR FORCADE: WII the account officer receive
any certification of having attended or passed the
trai ni ng progranf

MR, NEWION: Yes. W don't have it nade up
yet, but we will do sonething, yes.

MR FORCADE: WIIl the Agency -- or will the
account officer receive any certification that the

Agency has approved of this account officer?

MR NEWON:. Yes.

MR FORCADE: WII these be the sanme docunent?

MR, NEWION: Probably, yes.

MR, FORCADE: WII| the Agency conduct the
training program and if so, where?

MR NEWION:  We will conduct it, but we haven't
deci ded where yet.

MR, FORCADE: Have you decided whether it wll
be in Chicago or Springfield?

MR NEWION: W haven't but | would assune it
woul d be -- | would assune at |least part of it will

L. A REPORTING - (312) 419-9292
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be in Chicago

THE HEARI NG OFFI CER:  Any foll owups to those
guestions, Section 5207

MR NEWCOMVB:  Yes.

WIIl there be a fee for that training?

MR NEWION:  No, there will not.

THE HEARI NG OFFI CER:  Moving to Section
205. 530, ATU transaction procedures, Tenneco's
Questions 58, 59, 60, and 61.

MR, FORCADE: (Question 58, what is the neaning
of the termrecogni zed in the phrase recogni zed sal es
and purchases in the opening sentence of this
section? Are there any sales or purchases which
woul d not be recogni zed; and if yes, please |list al
sal es or purchases which the Agency woul d not
recogni ze?

MR, KOLAZ: Ckay. The termrecognize neans
sal es and purchases which the Agency ultimately
val i dates and aut horizes. And the Agency w |l not
val idate or authorize a transaction which does not
i ncl ude signed transfer agreements between both
parties, for exanmple, both the buyer and the seller

And we also will not authorize transfer

agreenments which either include expired or retired

L. A REPORTING - (312) 419-9292
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partici pant is another exanple; involves inmedi ate
transfers of ATUs from an anount greater than that
held by the seller; that would not be a valid
transaction. There's probably other exanples, but
anot her one might be a multi-year transfer agreenent
in which the seller does not hold an allotnent |evel
plus credit-type transfer agreenents sufficient to
equal or exceed the debit-type transfer agreenent
that's being contenpl at ed.

VR, FORCADE: You neke reference to a transfer
agreement. Do you have a copy of such a transfer
agreenent ?

MR KOLAZ: Not at this point.

MR, FORCADE: Can you describe what the mninu
requi renents for a transfer agreenent woul d be?

MR KOLAZ: Well, | believe the m ninum
requi renents certainly would include information
descri bing both the seller and the buyer in terns of
nanme, address, account officers. It would include
t he amount of the transaction that's contenpl ated,

t he nunber of ATUs, for exanple, being sold, and the
anmount of ATUs bei ng bought by the person receiving

the ATUs.
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There may be a few other things, but I
think that probably captures 80 to 90 percent of what
we woul d contenplate would be in a transaction
agreement, transfer agreenent, that is.

MR, FORCADE: Is it your intention that these
signed original transfer agreenments would be nuail ed
to the Agency?

MR, KOLAZ: Yes, at sonme point. Now, we do
believe -- we do intend on having this automated as
part of the database, the ERM5 database, that is; but
we do want to work out a nmeans whereby we do have
some type of signed agreenment between both parties.

MR FORCADE: Wuld it be correct that the
Agency will not transfer ATUs until they receive the
original signed transfer agreenent?

MR, KOLAZ: Yes. That is possible. Again,
tinme is of the essence, and we know that, so we are
goi ng to work out whatever nmechanismwe can to
expedite that; but we do want to be sure that both
the buyer and the seller are in agreenent with the
amount of ATUs being transferred, that is both being
bought and sol d.

MR, FORCADE: Assunming that the deadline is

Decenmber 31st of a particular year for

L. A REPORTING - (312) 419-9292
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reconciliation, would a transfer agreenent signed on
Decenmber 31st and received at the Agency on January
2nd satisfy the requirenments for having a bal anced
account ?

MR, KOLAZ: You know, we've really never gone
into that level of detail; but let nme just say, we
will establish a systemof mechanisnms simlar to the
April 15th postmark date of the -- that the IRS is
using, so I"'msure we will work out sone schene that
will allowlast-mnute agreenents to be entered into
with the final processing and validation of the
transaction occurring after Decenber 31st. So | am
presunming that the situation you described woul d be
al | oned.

MR FORCADE: So there would be sone situation
to allow the conclusion of the transaction to be the
bi ndi ng date for reconciliation of accounts as
contenplated in the ERVS rul es?

MR KOLAZ: That's correct.

MR, FORCADE: Mbving on to Question No. 59,
Section 205.530(a)(2)(b), Authorizes multi-season
transfer agreenents, for howlong will the Agency
i ssue ATUs to participating sources under the ERVS

pr oposal ?

L. A REPORTING - (312) 419-9292
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MR, KOLAZ: There is nothing in the ERVB
proposal that has a final date where ATUs not be
i ssued, so the answer is indefinitely.

MR FORCADE: Is it true that a facility can
purchase ATUs from another facility through a
mul ti-year transfer agreenent between those
facilities?

MR KOLAZ: Yes.

MR, FORCADE: And the Agency has not proposed
any specific requirenents other than those that you
previously described for such transfer agreenents?

MR KOLAZ: That's correct.

MR, FORCADE: WI | advance Agency approval be
required for nulti-season transfer agreements?

MR KOLAZ: When | use the termmulti-year
transfer agreenent, | amtal king about a transfer
agreement that is submtted to the Agency t hat
recogni zes an agreenment between two parties, a buyer
and a seller. And those would have to be -- those
woul d have to be received by the Agency and approved
bef ore we recogni zed that transfer agreenent and
before we would actually transfer ATUs from one
account to another.

However, there's nothing in the rule that

L. A REPORTING - (312) 419-9292
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prohi bits two compani es fromreaching agreenent in
some formthensel ves and not transferring that
i nformati on to the Agency.

For exanpl e, one, Conpany A could enter
into a nulti-year option agreenment maybe, you know,
for sone type of consideration, some price per ATU
for the option to buy in future years; those would
not have to be received by the Agency. The only
requi renents before the Agency will transfer ATUs
from one account to another, we have to have a
transfer agreenent between both parties.

MR, FORCADE: Wuld the multi-year transfer
agreenment under this section be effectively the sane
docunent as the single-year multi -- single-year
transfer agreenent, but with the addition of each
year's transfer described therein?

MR KOLAZ: Yes.

MR, FORCADE: This agreenment would al so have to
be filed with the Agency; is that true?

MR KOLAZ: Yes.

MR, FORCADE: Are there any other record
keepi ng requirenents with respect to the nulti-year
transfer agreenents? And this is down through

Subsection (e) of Question 59.
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MR KOLAZ: No. There's no other record
keepi ng agreenents that the nulti-year transfer
agreements bring about in and of thenselves, you
know, that's not already described in the rule.

MR, FORCADE: |Is there any limt to the nunber
of years for a nmulti-year agreement to transfer ATUs
from one source to another?

MR KOLAZ: No.

MR FORCADE: |If two sources enter into an
agreement to transfer ATUs over a 10-year period,
wi Il the Agency give any assurance that the existing
programw || continue unnodified for that period of
time?

MR KOLAZ: No.

MR FORCADE: Let ne sort of restate that.

| understand the Agency can inpose
addi ti onal prograns beyond this; but is there any
assurance the Agency can give that this programwil|
remai n unchanged for any length of tinme?

MR KOLAZ: No, no. There is no assurance that
there won't be changes.

MR ROVAINE: Let ne just --

MR, FORCADE: Somebody better do sonet hing.

MR, ROVAINE: This is a proposal programthat's

L. A REPORTING - (312) 419-9292



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

1183

being put in place by rul emaking. Certainly, any
further changes would require a rul emaki ng. These
woul d not be sinply actions that the Agency woul d be
back before this body agai n expl aining why we are
proposi ng -- answering questions.

MR, FORCADE: Let ne anmend the question
slightly.

Assune that a facility was attenpting to
secure 10 years worth of ATUs, that facility could
reasonably expect there may be additional control
progranms in the future, but may wish to count on the
continued operation of this programas part of its
eval uation of what price to assign to those ATUs
it's going to purchase.

VWhat assurance, if any, can such a
participating source receive fromthe Agency to
assi st in maki ng good econom ¢ deci sions as to what
the value of an ATUis in the future?

M5. SAWER: | tend to think that this
guestion is better asked during the econonic
portion, M. Forcade. And, actually, that was your
final question in this whol e package, and that's
what -- we think it's nore of an econom c question

MR, FORCADE: Well, yes, just as long as we get

L. A REPORTING - (312) 419-9292
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to it sonetine.

Movi ng to Question 60, Section 205.530(d)
requi res account officers to report the purchase
price of all ATU transfers.

VWhat docunentation nust an account
of ficer keep to verify the purchase price of an ATU?

MR KOLAZ: Well, there is none currently
specified by the rule, and | think that -- | just
thi nk that whatever docunentation -- whatever
agreements were entered into between the two parties
woul d be such docunentati on.

MR, FORCADE: Does this docunentation need to
be submitted to the Agency?

MR KOLAZ: W are not anticipating that it
does, but it would need to be avail able for Agency
revi ew.

MR, FORCADE: If this purchase price were
specified in a contract or other |egal docunent,
woul d the docunment need to be filed with the Agency?

MR KOLAZ: W are not anticipating it needs to
be filed; but as |I nentioned previously, it would
need to be avail able for Agency review

MR, FORCADE: Is it your intention that the

purchase price would be just one blank on the

L. A REPORTING - (312) 419-9292
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transfer agreenent or sonething |like that?

MR KOLAZ: We haven't actually worked that out
in detail, but I don't think it would be necessarily
just one bl ank because there's other considerations
that could go into the value of an ATU ot her than
sinmply a nunerical val ue.

MR, FORCADE: Has the Agency deci ded how it
wi Il value ATU transfers which are not nade
primarily on a dollar basis?

MR KOLAZ: We have discussed that, but we
haven't cone up with anything definitive at this
time; but we are aware that that is a consideration
in establishing the market price.

MR, FORCADE: |Is there a penalty for
i naccurately reporting to the Agency the purchase
price of an ATU?

MR, KOLAZ: There's none that's specified
specifically in the ERVS rul e.

MR, FORCADE: And our last question in this
Section is Question 61.

Under Section 205.530(d)(3), what is the
deadl i ne for an account officer to specify to the
Agency the order in which ATUs shall be retired?

MR KOLAZ: It would be in the cl ose of

L. A REPORTING - (312) 419-9292
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busi ness on Decenber 31st.

THE HEARI NG OFFI CER:  Are there any foll ow up
questions? | think we'll take a 10-m nute break at
this point. The next set of questions deal with the
alternative conpliance market account.

(A short recess was taken
wher eupon Hearing O ficer
Fei nen di smi ssed hinsel f
and M. Kevin Desharnais
sat in his place for the
remai nder of the hearing.)

MR, DESHARNAIS: M nane is Kevin Desharnais.
I amgoing to be filling in for Chuck for the
remai nder of today's hearing.

W& are going to continue on with the
guestions that the Agency has put together in their
lists beginning with the questions for Subpart (g),
Perf ormance Accountability. And we will turn to the
guesti ons of Tenneco.

M . Forcade?

M5. SAWER: Just one thing. M. Kanerva does
have a little diagramto explain certain portions of
the ACVA in response to a specific question. | don't

know i f you wanted to go through that first or just

L. A REPORTING - (312) 419-9292
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wait until the question is asked.

THE HEARING OFFICER: We'll wait for the
guestion so that the questioning will proceed in
order.

MB. SAWER  Ckay.

MR, FORCADE: kay. This will be Question
No. 62.

Do the provisions for special access to
the ACVA, Section 205.610(d) (1) authorize the Agency
to deposit 1 percent of the next seasonal all otnent
for all sources?

MR, KANERVA: Well, it authorizes up to
1 percent of the allotnments for all the sources.

MR, FORCADE: Wuld that include 1 percent of
the sources that are not participating in the special
access to the ACVA?

MR, KANERVA: Yes. |It's the entire pool of
participating sources irrespective of whether or not
they were asking for access.

MR, FORCADE: (kay. (Question No. 63, under the
provi sions for special access to the ACVA, Section
205.610(d) (1), is a participating source limted to
purchasing 1 percent of its own next seasona

allotment or 1 percent of the next seasonal all otnent

L. A REPORTING - (312) 419-9292
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MR, KANERVA: Al the sources.

MR, FORCADE: Under the provisions -- this is
Question 64 -- under the provisions for special
access to the ACVA, Section 205.610(e)(2), may the
Agency inpose additional em ssions reductions beyond
the initial 12 percent reduction on al
participating sources?

MR KANERVA:  No.

MR, FORCADE: Question No. 65, under the
provi sions for special access to the ACVA, Section
205.610(h), please list all possible bases for the
Agency to deny special access to the ACVA?

MR, KANERVA: There are three reasons for a
denial. One would be that a source submitted its
witten request for regular access either before or
after the reconciliation period. |In other words,
that's the initial qualifier to give sonebody access
into the ACMA is that they file during the
reconciliation period.

A second reason that gets nore to or
directly to the special access is that the source
fails to show that it could not get ATUs in the

mar ket .

L. A REPORTING - (312) 419-9292
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And a third reason woul d be that the
actual seasonal emissions are |ess than the ATUs held
by the source.

MR, FORCADE: |I'msorry. And the third reason
was?

MR. KANERVA: The third reason is their actua
emi ssions are less than their allotnent of actua
ATUs.

The inportance of that is that for
regul ar access, when there's a positive bal ance, it
doesn't matter whether the source is going to need
t hose additional ATUs for conpliance or not. They
can purchase themif they are available if they are
willing to pay the appropriate fee. But when you get
into special access, that's reserved for those
situations where a source actually has nore eni ssions
than all otnment and needs to have them for conpliance.

MR, FORCADE: CQuestion 66, in the statenment of
reasons, the Agency states that the anmount of $1, 000
for ATU fromthe ACVMA, quote, represents the maxi mum
exposure for any source under the ERMS, close quote.
VWhat is the maxi num exposure for any source under the
ERMS?

MR, KANERVA: The first thing you need to

L. A REPORTING - (312) 419-9292
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remenber is that the ACMA is intended to be used as a
secondary source of ATUs. |It's the systenis safety
net, if youwill, and it is not intended to be used
in direct conpetition with the open narketpl ace.

G ven this setup, the purchase price for
ATUs fromthe ACVA is purposely designed to be higher
t han what we woul d expect to find in the nornal
mar ket pl ace. So the cost that soneone paid for their
purchases from ACVA woul d represent the greatest
expense a source would see in order to cone into
conpl i ance since ACMA is designed purposely to be
hi gher than the projected narketpl ace.

The reference to the $1,000 rate is
appropriate for regular access and actual ly advi ses
to $1, 100 per ATU for special access.

MR, FORCADE: | think Subsection (b) has been
answer ed.

Subsection (c), what is the maxi mum
financial exposure to a source which opted at the
begi nning of the year to purchase ATUs for the com ng
season; and at the end of the year, there are no ATUs
avail able in the ACVA or on the market?

MR, KANERVA: The way |'m going to answer

this -- and this is not what you intended to clarify

L. A REPORTING - (312) 419-9292
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for me -- but |1'massunmi ng that special access is not
avai |l abl e here.

MR FORCADE: Right.

MR, KANERVA: That is also used up. And if
that's the case, then what's applicable is excursion
conpensation at 1.2 tines the ampunt of the excess
em ssions to be taken fromthe next seasona
allotment. That's what the consequence is.

MR FORCADE: And that 1.2 tinmes would be 1.2
tines either the current nmarket rate or $1, 000 per
ATU or $1, 100 per ATU dependi ng upon how you were
able to achieve the ATUs?

MR KANERVA:  No.

MR, FORCADE: No?

MR, KANERVA: It's just a draw down with the
20 percent surcharge directly fromthe ATUs that
woul d have been allotted to that source.

Utimtely because those ATUs do have a
mar ket val ue, the source can figure out what that was
worth that they didn't get, but it isn't actually
sonet hing financial that they directly have to incur

MR, FORCADE: CQuestion 67, if a facility is
required to determ ne at the begi nning of the year

whet her to inplenent control technology in order to
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comply with this ATU allotnment, may such a facility
make an econonically reasonable decision if it wll
not know the cost of purchasing extra ATUs until the
end of the year; and if so, how?

MR, KANERVA: The response to that involves a
couple of things. First of all, the last section of
the rule tal ks about the performance review report,

t he annual performance review report. It's 205.660.
And that's required to be conpleted and nmade publicly
avai |l abl e by May 15th of each year. And that will
include information -- that's No. 8 there -- on the
average market price for the transactions froma
previ ous period.

So going into an ozone season, the
participants will have a public docunent that
descri bes what the market forces generated just
prior.

The second thing that's going to be
avail able to any source obviously is to interact with
ot her sources. |If something -- conditions are going
to change for the current season that would influence
that market price up or down, that's the kind of
thing you'll learn fromtalking to sone of the other

participating sources and people that you m ght want
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to buy or sell to. Everybody's free to have al
those interactions they want. They don't need to get
anything fromthe Agency on that.

MR FORCADE: Al right. If I could follow up,
t hose responses seem appropriate for the periods of
time after the year 2000, but for the decisions that
will have to be made in the 1999 cal endar year when
t he 206.600(g) report will not be prepared and when
t he avail abl e em ssion ATUs for the existing
facilities will not be known, how would a source at
t he begi nning of 1999 nmake a reforned decision over
whet her to install controlled technol ogy or to pursue
t he purchase of ATUs?

MR KANERVA: | think a wi se course of action

woul d be for that source to have sone of those

conmuni cations with other participants in the

market. There will be people going into the start-up
of the systemthat will be interested in being
sellers. It doesn't do you much good to be a seller
unl ess you can find sonme buyers.

And so people's conpliance strategy work,
| think, will clearly lead themto have sone of these
i nteractions, although there won't be a public
presentation of how the first year operated, but

L. A REPORTING - (312) 419-9292
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there will be plenty of reasons for interactions to
occur where people could get a sense of what their
conpl i ance cost woul d be.

MR FORCADE: Is it the Agency's intention to
have the bulletin board systemor that section of the
bulletin board systemwhich will advertise ATUs for
sale fully operational by January 1st of 19997

MR KANERVA: | think that was an order from
the Bureau Chief of Air that we nmake sure that
happens.

MR, FORCADE: Does that nean yes?

MR, KANERVA: Yes.

MR, FORCADE: | believe Question No. 68 has
been asked and answered.

Question No. 69, how will the Agency
cal cul ate the market values of ATUs? | can either
go to the individual subsections or allow you to.

MR KANERVA: What we will utilize is to
just do an arithmetic average basically are the
transacti ons, nonetary consideration involved, the
transacti ons that take place for the nost current
year .

And you said you want me to just go

t hrough this sequence?

L. A REPORTING - (312) 419-9292
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MR, FORCADE: | didn't know whet her your
initial answer woul d be broader and cover the
guesti on.

How wi || the Agency account for
transfers between facilities owned by the sane
parent corporation?

MR. KANERVA: If no dollar is involved, if
they sinmply have exchanged the units in order to
achieve their conpliance, then we wouldn't utilize
that transaction in the average.

MR, FORCADE: So the Agency intends to put in
some procedure to subtract fromthe average those
transacti ons whi ch have a common parent corporation
or which have a val ue of zero, which?

MR, KANERVA: No. They wouldn't put a value of
zero in. You' d have a subset of transactions that
were truly a nonetary exchange back and forth. If a
conpany just exchanged -- physically transferred the
units without a charge associated with them between
anot her part of the conpany, we would just separate
that out and not consider it part of the pool that we
woul d utilize for the average. |If you start putting
i n bunches of zeros in there, you are going to

obvi ously have an arbitrary inpact on the average
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cal cul ati on.

MR, FORCADE: How will the Agency account for
transfers for the consideration of ATUs as not noney?

MR, KANERVA: As | have just nentioned, they
woul d be excluded fromthe averagi ng process unl ess
we are able to find some way of giving a
representative value to that transaction. And there
may be information that can be provided to us that
woul d enable us to do that; but, otherwise, it would
be left out.

MR FORCADE: WII the Agency include al
transactions in calculating the market value or wll
the Agency limt its calculations to a particular
period of tine?

For exanple, which transactions will the
Agency incl ude when conputing the market value in the
year 2010? WIIl they use transactions from 1999 to
2010 or some ot her period?

MR KANERVA: CQur intent is to use the
transactions fromthat current year. So when we get
to the reconciliation period -- | nmean the start of
it, October 1st, early in Cctober we would cal cul ate
the average fromthe transacti ons of 2010 that were

avail able. So that a source trying to deci de whet her
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or not to -- what is the best course for themduring
that three-nonth reconciliation period would have
that information avail able.

MR, FORCADE: For that particular year only?

MR KANERVA: Right.

MR FORCADE: Historic data would be maintai ned
i n sonepl ace too?

MR KANERVA: Well, the historic data woul d be
docunented in each year's annual performance report.

If for some reason -- and | woul d say
this is a very extreme situation -- but if for sone
reason there were just hardly any usable transactions
in the current year, then | think we could sinply
rely on the | ast year's average.

MR, FORCADE: WII the Agency verify the
information it receives fromaccount officers on the
amount of the cost of the transfer of ATUs?

MR KANERVA: Well, the information on the
price and what have you is part of the source's
conpliance master file, and that is subject to review
by the Agency, that is subject to a good
docunentation practice, and it's sonething we can
enforce if there was a problemwth it, just like

anyt hi ng el se.
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MR, FORCADE: Does the Agency have any plans
for routine inspections of ATUfiles in order to
verify the cost of transacti on amounts?

MR, KANERVA: For accountability of the system
we will obviously set up sone kind of on-site review
process. | don't think we have sorted through
exactly how many facilities ought to be |ooked at in
any particul ar year and what have you. That's
sonmething that will conme along later on. There's not
that rmuch difference in the conpliance plans that the
Bureau of Air has now to go out and inspect sources
for conpliance.

MR, FORCADE: Are there any specific docunents
relating to the transfer of an ATU that the facility
must maintain on-site?

MR, KANERVA: Could you repeat that, please?

MR, FORCADE: Are there any specific docunents
relative to the transfer of ATUs that the facility
nmust keep on-site or contractual docunments the
facility nmust keep on-site?

MR KANERVA: | think the real answer to that
guestion is sort of good business practice. | nean,
good accounting procedures would call for you to be

able to back up what went into putting a contractua
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rel ationship into place, and corporations, conpanies,
have their own audits and accountability process. So
I think we expect that there would be suitable
docunent ati on avail abl e.

MR, DESHARNAIS: Moving on to the prefiled
guestions from Sonnenschein filed January 16t h,
Question 3.

MS. FAUR Question 3, I'd like to ask this
question in a different manner so as to clarify it.

M. Kanerva, when determ ning the $10, 000
per ton develop price for the ACMA, did you exani ne
mar ket transactions involving en ssion reduction
credits in either the Chicago nonattai nment area or
ot her severe nonattai nnent areas?

MR, KANERVA: No, we didn't.

M5. FAUR  And why weren't these considered?

MR, KANERVA: Because the basis for that val ue
is derived a whole different way.

The basis is really control cost. And we
did consider control cost information fromthe
Chi cago nonattai nnent area in designing and arriving
at that particular dollar anount.

In the last RACT rul emaki ngs, the upper

end of the cost per ton for the rules that were put
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on the books was about $7,000 a ton. O course, we

are looking in the future node here to 1999. And in

projecting sort of forward, our feeling was that we

shoul d be at about the $10,000 a ton level to get --

to put ACMA in this secondary source node

M5. FAUR  Thank you.

MR, DESHARNAI S:  Ckay.

| believe that there

were some renai ning questions fromthe ERVS Coalition

there, Section 19, Questions 20 and 21.

M5. MHELIC  You nean pages 20 and 217

MR, DESHARNAIS: Pages 20 and 21

MR SAINES: Thank you.

ERMS Coal ition

I'"'mRick Saines with

This question is question A pertaining

to Section 205.610(b).

Does the Agency intend to reduce a

participating source's em ssions by 1 percent each

year to replenish the ACVA?

MR KANERVA: Yes.

M5. MHELIC. A quick followup question to

t hat .

So each year, a source's allotnent will

be reduced by 1 percent so that in 2001, the source's

allotment will reduce by 1 percent, in 2002 by 1
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percent, and in 2003 by 1 percent?

MR, KANERVA: No. The initial conpliance
reduction, if you will, is the 12 percent that
sources are going to have to achieve, and the 1
percent for ACMA is part of that 12 percent. So
that just carries through, carries forward, from
there on. It would be sort of silly to give the 1
percent back each year and take it, so it's just
commtted for the ACVA

M5. M HELIC. Thank you.

MR, SAINES: This pertains to Section
205. 610(c) .

Question No. 1, what is the standard for
obt ai ni ng regul ar access to the ACVA?

MR, KANERVA: That it's a participating source
or a new participating source and that they apply
during the reconciliation period.

MR SAINES: Question No. 2, must a source
denonstrate that the source has not been able to
attain ATUs in the market prior to obtaining regular
access to the ACVA?

MR KANERVA:  No.

MR, SAINES: That would be no. kay.

Question No. 3, is special access to the
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ACMVA al ways avai | abl e?

MR, KANERVA: It's avail able provided the
source qualifies by the criteria that are listed
there, and it's available up to the extent of 1
percent of the next season's allotment, 1 percent per
next year.

MR, SAINES: Ckay. Question 4, what is market
price?

MR, KANERVA: It's the price of the
transactions that take place for trading of the
all otmrent that was used.

MR, SAINES: And we are going to withdraw
Question Nos. 5 and 6 as bei ng asked and answer ed.

Question No. 7 -- and this is really a
clarification of an earlier question asked by
Tenneco -- when nust transactions have occurred in
order to be considered in the Agency's determ nation
of the market price?

MR, KANERVA: During that cal endar year

MR, SAINES: So the previous season; sane
season?

MR, KANERVA: Same season; sane cal endar year

MR, SAINES: Sane cal endar year

| guess this is -- well, I'll just ask

L. A REPORTING - (312) 419-9292
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it. Question No. 8, is it not inherent that the
market will determne the market price?

MR, KANERVA: Yes.

MR SAINES: We will wthdraw Question No. 9.

Question No. 10, what does the
Agency nmean by, quote, ATUs shall only be avail able
at two tines the market price if sufficient single
season ATU transfers have occurred with a purchase
price that fully reflects the consideration invol ved
in the transfer to establish an average market price,
end quote?

MR KANERVA:  Well, | think we have described
that, but that's a qualifier to ensure that we'll be
able to truly cal cul ate a nmeani ngful average. And we
need to have transactions where representative
nonet ary exchange takes place. And if it's a
nonnmonet ary consi deration such as the questions posed
by M. Forcade, we wouldn't really be able to
calcul ate a valid average

MR SAINES: Al right. Question No. 11, what
are sufficient single transfers?

MR, KANERVA: Well, if you really want to get
mat hematical, it takes two to average. So we have to

have at | east two transactions with nonetary
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exchange. |If there's any question about those,
obvi ously our preference woul d probably be to have

many nore than that, and there probably will be, but

MR SAINES: Wuld the two transfers al one be
sufficient for the Agency to determ ne their market
price?

MR KANERVA:  Sure.

MR, SAINES: Question No. 12, why nust the
Agency consi der whet her the purchase price in the
mar ket, quote, fully reflects the consideration
involved in the transfer, end quote, to establish an
average market price?

M5. SAWER: | think we've already explai ned
thi s one.

MR, SAINES: The question really is, since this
is a market-based program isn't whatever the sources
are able to get for their ATUs, isn't that ultimately
t he mar ket price?

MR, KANERVA: And the answer to that is the
exanpl e question M. Forcade asked; and that is, a
conpany internally itself may sinply decide to shift
ATUs from one part of the conpany to another and

| eave the cost inherent in howit works out. It's
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accounting. And we would have no idea what the val ue
or the true market representation of that exchange
was.

M5. MHELIC. But you said earlier that those
woul d not be considered in determ ning the market
price; that those woul d be excl uded.

So in determning the market price, then
you woul d only consider transactions that have a
nmonetary value; is that right?

MR KANERVA: O that we can figure out in
nmonetary terns what their value was, if there are
ways -- if there's other docunentation that will help
us do that. But the sinplest criteria is sinply the
ones where there's a buyer, seller, and an actua
exchange of noney.

MR, SAINES: Ckay. Then we will withdraw
Question No. 13 as being asked and answered.

Question No. 14, why isn't the Agency
required to provide witten notification allow ng or
denyi ng regul ar access to the market as set forth in
Section 205.610(d)(4)?

MR, KANERVA: You know, for the special acts,
I"mgoing to back into that as the prerogative of the

testifier here.
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For the special acts in part since that
does involve the possibility of appeal, we put in
there a witten notification provision. | think the
practice we would use for regular access is the sanme
thing. W would notify in witing so there would be
arecord of it. |If that's a clarification that needs
to be nade, it's not a problem

MR SAINES: 1Is that to nmean that you can
appeal determ nation of a denial of regular access?

MR, KANERVA: No. | said special access. |
backed in this and expl ai ned speci al access and then
answered your question about regular access.

MR, SAINES: So for purposes of regul ar access,
you cannot appeal the Agency's determ nation?

MR, KANERVA: What's there to appeal ?

MR SAINES: Well, if it's denied. | nean --

MR, KANERVA: The only criteria are if you're
either in the reconciliation period or not, and
thi nk we can keep track of the calendar. The other
isif you' re a participating source or not, and
that's cut and dry. You got a transaction to count,
and then you are in the system |If we figure out
sonmet hing to appeal in that situation, we've got our

W res crossed.
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MR, SAINES: | suppose the reason there would
be a need for it to appeal would be that the source
believes in good faith that they were unable to
attain ATUs based on the nmarket price, and they were
| ooking first for a regul ar access.

MR, KANERVA: That's speci al access.

Regul ar access, they just got to be a
pl ayer and they've got to file the reconciliation
and they got it.

You only have the additional tests, two
additional criteria, if you are into a negative
bal ance situation and we have run the account down to
zero. | nean, we renove, really, any hurdles to
getting the ATUs if there's a positive bal ance.

MR, SAINES: Ckay. One nore foll ow up

Can you appeal a market price
determ nati on, an Agency's market price
determ nation?

MR, KANERVA: The way the rule is structured,
that's not -- it's not structured to provide for
contesting the Agency's decision on that. The appea
is really linked to a specific access request
action.

MR, SAINES: Ckay. Mving along to questions

L. A REPORTING - (312) 419-9292
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pertaining to Section 205.610(d), which is special
access.

Question No. 1, will insufficient ATUs
in the ACVA ever be a basis for requiring further
reductions fromparticipating sources?

MR KANERVA:  No.

MR SAINES: Question No. 2, how does one
denonstrate that it has been unable to obtain ATUs in
t he market ?

MR, KANERVA: Normal business practice
docunent ati on; providing us copies of witten offers
to buy, and they can take whatever form | nmean, it
m ght be sort of a contractual type of arrangenent.

A lot of other offers are made back and forth between
busi nesses to enabl e transactions to take place, and
what ever accounting they would normally use is fine.

MR, SAINES: Does the Agency have any idea as
to how many show ngs there needs to be; how many
records of attenpts to attain ATUs? |s one denial of
ATUs sufficient? Is it two, three, or is this just
something that is going to be worked on in a
case- by-case base?

MR, KANERVA: 4.5.

MR SAINES: 4.5. The answer is obviously

L. A REPORTING - (312) 419-9292
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nore than one because that's not nuch of a good faith
effort to really go ook for something. | think
probably in the vicinity of two or three legitimate,
you know, attenpts to seek a seller

MR SAINES. Question No. 3 -- and if it
doesn't come out clearly, 1'Il be happy to try and
explain it -- why is there a greater increase in the
multiple of the market price, that is, 2.02.5 than
the increase of the ATU price, that is, $1,000 to
$1, 100, between regul ar access and special access to
t he ACVA?

MR, KANERVA: You nust have worked a long tine
on that question.

MR SAINES: |'mvery proud of that question

MR, KANERVA: That's good. It's the one
l'i ked.

No. | think it's conprehendible, |
t hi nk.

W obvi ously expect a market price side
of this to be nuch lower than the fixed rate side of
it. And that being the case, if we didn't have a
higher multiplier in going fromthe regular to
special, we'd, in effect, be skewing all the results

over to the market price side, and it's just to sort
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of keep a bal ance between those two as the narket
price starts to go up.

Now, is that as clear as your question?
Al nost ?

MR SAINES: | think that's about as good as we
can get.

MR, KANERVA: CGood.

MR SAINES: It doesn't nean that | understand
it, of course

Movi ng to Sections 205.610(e) and (f),
Repl eni shi ng t he ACNA

Question, how does the Agency intend to
obtain ATUs to replenish the ACMA? It may be
answer ed al ready.

MR, KANERVA: Well, there's at |east four mgjor
ways that it mght be done. One is for us to
actually go out and inpl enent em ssion reduction
projects, such as old vehicle scrapping projects to
get dirty cars off the road. Another nmight be to
work with em ssion reduction generators, snal
generators, and work with themto get controlled
t echnol ogi es put on

And don't forget, we've got -- | nean

the ACVA account is actually -- it's a nonetary
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fund. We have legislative authority to operate that
fund and to go out and make purchases in order to
drive reductions to happen

Shut downs i s anot her avenue that we have
a 20 percent split off fromthe shutdown all ot nent
portion that would come to the account. And we think
there woul d be contributions. People will actually
voluntarily contribute portions of their allotnents
into the account for reasons that are, you know,
specific to that conpany, to each conpany.

MR SAINES: Thank you.

Questions pertaining to Sections
205.610(g) and (h), Limtations on the Qperation of
ACMVA

Question No. 1, why is access to the ACVA
limted to 50 percent to new participating sources if
no ot her sources require access?

MR, KANERVA: Well, there's two parts to that.

First of all, there's a 2002 cut-off point in which
any sort of limtation on new sources versus existing
goes away. It's wi de open to anybody.

In the first several years, we felt it
was inportant to put that sort of ceiling on the new

sources because the mpjority of the activity and the
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majority of the responsibility to achi eve conpliance
and get the systemfunctioning will be the existing
sources. They are the ones that need to have the

i nsurance pool and the safety valve. And they need
t he assurance that a portion of the ACMA is sort of
reserved for them at least for the first couple of
years until we get the systemfully functioning and
everyone confortable with it.

MR, SAINES: Question No. 2, may a new
participating source appeal the denial of the access
to the ACVA?

MR, KANERVA: |f they are at the point that
they are seeking special access.

MR, SAINES: Ckay. And this is Question

VWhat does in the aggregate nmean? It's
related to | anguage that's --
MR KANERVA: It neans all the new sources that
m ght request access.
MR SAINES: Ckay. That's it. Thank you.
MR, DESHARNAI S: Any additional questions on
205. 6107?
Ms. Hodge?

M5. HODGE: Yes. | have a few questions.
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Kat heri ne Hodge with the firm of
Hodge & Dwyer representing the Illinois Environnental
Regul atory Group. And these are fromour prefiled
guesti ons dated January 14th.

Starting at Question No. 25 on Page 11,
Question No. 25 has been asked and answered, so we
will withdrawit.

Question No. 26 -- and | apol ogi ze.
There is a typo in this question, so | wll read it
with the correct citation.

Section 205.610(d) (1) states the Agency
shall credit the ACMA with up to 1 percent of ATUs
fromthis season allotnent for the next seasonal
all otment period as an advance to provi de assistance
for special access to be granted.

Does this nean that the Agency will run a
1 percent negative bal ance based on the overall
nunber of ATUs that will be issued in the next season
allotment period and apply it to the ACVA?

MR, KANERVA: Basically, yes. But the way we
look at it is it's a credit, you know It's like
havi ng a draw down on an account where you coul d use
funds in advance of actually providing the cash.

But, yes, we are borrow ng from next year.
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MS. HODGE: Thank you

Question No. 27, | think the first part
of this has been asked and answered, so | wll just
ask the second part.

Is it correct that Section 205.610(d) (1)
will not require the inposition of a further
reducti on beyond the voluntary 18 percent reduction
for exempt sources? | believe M. Forcade had asked
the 12 percent for participating sources question

MR, KANERVA: That's correct.
MS. HODGE: Question No. 28, that has been
asked and answered. W will withdrawit.

Question 29, what did you mnean,

M. Kanerva, when you made the foll owi ng statenents
in your prefiled testinony; and we are | ooking at
Page 5 and Page 7 of your testinony, and these are
gquotes. The first one is, the sinplest way to avoid
t hese adverse consequences is to borrow t he needed
ATUs fromthe next year and pay them back as ot her

em ssi on reductions are generated or deduct them from
allotments to participating sources.

And in particular, we are concerned about
that |ast phrase, or deduct themfromallotnments to

partici pating sources.
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And the other quote that fits in with
that is the systemthat is brought into bal ance the
next year by adjusting the allotnments to reflect the
borrowed anmount of ATUs.

MR, KANERVA: The way |I'd like to answer this
question is with ny infanmous exanple that |'ve been
waiting patiently to provide, and, hopefully, this
will get the question you are really asking here.

t hi nk we have copies of this avail able.

VWhat I'd like to do is actually run
t hrough how t he sequence of events would work to show
how t hese conponent parts cone into play, at what
time, and that will w nd up answering your question

| have set this exanple to assune that
1,100 ATUs, which represents about 110 tons, it's the
1 percent of the allotnments, would be available in
t he year 2000 and 1,100 ATUs again in 2001

And |' m sayi ng here that sources
request -- during their reconciliation period, they
request the entire anount, the entire 1,100 ATUs. So
we wind up with a balance of zero at that point.

And then we have near the end of the
reconciliation period nore qualified sources request

ATUs; anot her 550 ATUs.
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That's probably a little nore readabl e;
technical difficulties.

W have anot her 550 ATUs requested. The
bal ance is at zero, so we are into the special access
situation.

And here's where we would do the
advance. W would credit the ACMA with 550 ATUs to
sati sfy these requests with an advance from 2001, and
then the sources could go ahead and purchase those
for the applicable price. That still |eaves us 550
ATUs that will be avail able when we get to 2001 for
t he ACMVA

Now, in ternms of the em ssion reductions
t hat woul d be happeni ng here, the ACMA provisions say
that we are supposed to generate -- attenpt to
generate em ssion reductions to cover any deficit
situation like this.

So I'"ll just arbitrarily conme up with as
an exanple that we find 30 tons of reductions out
there, which would be 300 ATUs, and we do that as we
head into the new year. W keep trying to get the
reductions and to bal ance out the account. And in
this case, that's all we are able to generate, so

that | eaves a 250 shortfall by the tine we are at the
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end of that next season. So when you bal ance that
all out, we had 550 ATUs avail able and 250 they' ve
got that we found in reductions.

So, basically, there were still 300 ATUs
that are available for purchase. So it's kind of a
sequence of steps that the draw down of the -- up to
the 1 percent is a bookkeeping action that creates
sort of the safety valve. But then we don't actually
take that away as available for sources until we have
exhausted our efforts to try and get the em ssion
reducti ons underway. And it may not be even -- maybe
my testinmony wasn't as artful as it should have been
but it's that sequence of events that the rule sets
up.

M5. HODGE: So then what you are saying is that
t he Agency does not intend to deduct the shortfal
fromallotnments issued to participating sources?

MR, KANERVA: Not as an additional deduction
no. The nost it would ever be is the sanme 1 percent
t hat woul d have been taken anyway. It was already
part of the 12 percent and what have you. It's not
an increment on top of that. |It's just whether or
not the portion size of ACMA remains for purchase

because of how we regenerate reductions or it
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doesn't.
MR, DESHARNAI'S: Thank you.
kay. Could the record please reflect
that the Agency has been referring to an over head
projection entitled Exanple for ACMA Access prepared
by Roger Kanerva for ERMS hearing, February 3, 1997.
Does the Agency wi sh to have this
admtted as an exhibit?
MS. SAWER  Yes.
MR, DESHARNAIS: Can we go off the record for a
second?
(Di scussion had off the
record.)
MR, DESHARNAIS: Ckay. The Agency has noved to
have this admtted into evidence.
Is there any objection?
Ckay. The docunent entitled Exanple for
ACVA Access prepared by Roger Kanerva for ERVB
hearing, February 3, 1997 will be adm tted as Exhibit
No. 47.
M5. MCFAWN. | would just note that
M. Kanerva thought he woul d see us sooner since
it's dated February 3rd and today is February 11th.

MR KANERVA: That was not a subtle hint.
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M5. MCFAWN W woul d have | oved to have had
you on the 3rd.

MR, DESHARNAIS: Okay. Are there any
addi ti onal questions on 205.6107?

MR, WAKEMAN: | have one question on the
exhibit that we just entered. M. Wakeman from
Tenneco.

The 30 tons that you nentioned that you
are going to go out and find as a further reduction
can you give me an exanple of what that is if it's
not going to be deducted from sonebody's account ?

MR, KANERVA: | gave that answer to their
guesti ons about how you replenish the ACVA, for
i nstance, going out and doing a car scrapping
proj ect .

MR, WAKEMAN: Ckay. Thank you.

MR, DESHARNAI S: Additional questions?

M. Trepanier?

MR TREPANIER  Yes, clarification of the
guesti on asked by the ERVS Coalition on how does the
Agency intend to obtain ATUs to replenish the ACVA

My question is, in your response that the
ACVA woul d be replenished through the 20 percent

t ake-away from shutdowns, is it your belief that
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this -- is it your belief that there will be -- that
during shutdowns, there will be some allotnments yet
avail able to subtract 20 percent from-- given Chris
Romai ne' s testinony that participating sources may
simply -- that these provisions for shutdown of
participating sources may sinply encourage sources
to divest thenselves in surplus ATUs as part of a
process of downsizing in closing a plant?

MR, KANERVA: Well, there's no inconsistency
bet ween t hose provisions. Wat he was getting at
was a source nmay nmake sone arrangenent to essentially
turn their whole allotnent over to sone party.
but in the course of doing that, because it was
originally froma shutdown, 20 percent of that
woul d have to be taken off to be placed in the
ACMVA

So the new source for getting the
transfer would be getting 80 percent of what the
shut down source's allotnment woul d have been, which
still may be somet hing they want to do.

MR, TREPANI ER:  Are you suggesting that when
a long-termtransfer of ATUs occurs prior to a
shutdown, that there will be a 20 percent reduction

that will go to the ACVA?
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MR KANERVA: No. |I'mlooking to nmy exanple to
where there's actually a source that stops operating
and surrenders its permts and shuts down.

I think Chris was tal king about a
sequence of events where soneone deci des in advance
of shutting down to enter into a transfer agreenent
and nake their allotnent available to sonebody. And,
yes, they could do that. They could nake that
arrangenent in advance.

MR, TREPANIER: Is it fair to say that given
Chris Romai ne's understandi ng that the provision for
shutdown may sinply encourage sources to divest
t hensel ves in surplus ATUs as part of the process of
downsi zing and closing a plant, that this 20 percent
that you spoke of replenishing the ACMA may not
be avail abl e?

M5. SAWER | don't think M. Kanerva can
testify as to M. Romai ne's under st andi ng.

MR, TREPANIER: |'masking if that given the
testimony of M. Ronmaine, that these provisions
encour age, sinply encourage, sources to divest
t hensel ves of surplus ATUs as part of the process of
downsi zing and closing a plant, is it fair to say

that that 20 percent that Roger testified that would
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be available to replenish the ACMA may not be
avai | abl e?

MR, KANERVA: Well, to put this in context, |
did not hear all of Chris Romaine's testinony, and
that may be one statenment out of a whol e sequence of
di scussi ons.

| mentioned shutdowns as one possibility.
That's not the only way to replenish the ACVA. |
mentioned at | east three other approaches. For
i nstance, the car scrapping type of project where we
actually go out and sponsor sonething and do it;
generating fromother smaller stationary sources in
addition to the reducti on generator category; or for
that matter, contributions fromthe Agency. | nean,
there's nmultiple ways.

The other one is the 6 percent surplus
reduction for a source that decides to opt out in the
begi nning of the system That's the one that takes
the 18 percent reduction approach. There's another 6
percent difference or nore that could conme under
ACMVA

MR, TREPANI ER: Do you al so acknow edge t hat
the provisions of this proposal nmay sinply encourage

sources to divest thenselves in surplus ATUs as part
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of a process of downsizing and closing a plant?

MR KANERVA: No, | don't. And | think there's
so many ot her econom c aspects to making a deci sion
like that that I don't think what we are doing with
this rule is going to drive the process one way or
anot her.

MR, TREPANI ER:  What advant age do you see?

VWat force is that that you believe that woul d
encourage the emtter to ask for the permt to be
rescinded prior to transferring away their ATUs?

VWhat force do you believe would be to --
t hat woul d encourage the emtters to have 20 percent
of their allotnment set in the ACVA rather than having
it available for thenselves to sell it?

MR, KANERVA: The econonics of their shutdown
m ght be so overwhel mi ng conpared to the size and the
econom ¢ value of their allotnment that it really
doesn't make any difference to themone way or the
ot her.

MR TREPANIER  In which case it would be kind
of an oversight, an econom c oversight?

MR, KANERVA: |t woul d be sonething they
woul dn't pay enough attention to to bother one way or

anot her.
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MR, TREPANIER: Al right. So you said that
the ACVA may be repl eni shed through donations from
sources?

MR KANERVA: Contributions is the term| used,
but either one is probably fine.

MR, TREPANI ER:  What do you believe wll
notivate an emtter to nmake a contribution to the
ACNVA?

M5. SAWER: | actually think he already
answered that question in response when he responded
to that question initially. He did answer that.

MR, DESHARNAIS: M. Kanerva, do you have any
addi ti onal responses?

MR, KANERVA: Let ne elaborate a little bit.

W al ready have exanples of that sort of
situation taking place. A major manufacturing
conpany here in the Chicago area contributed | think
it was 300 tons of em ssions that were generated from
them accepting reduced limtations in their permt or
nmore stringent control level in their permts to the
City of Chicago for their banking approach, em ssions
credit banki ng approach

Public image, their concern for the

econom c vitality of the area, being a good guy
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conpany, there's a lot of possibilities. Maybe the
deduction would result in sonme kind of a tax
advantage for them That's perfectly fair too.

MR. TREPANI ER: Do you believe that a donation
to the ACMA woul d be tax deducti bl e?

MR, KANERVA: It all depends on the individua
tax circunstances for a conpany. | don't think
could make a generalized projection one way or
another. | think it's a possibility. | sure hope it
i s anyway.

MR, TREPANI ER:  Thank you.

MR, DESHARNAIS: | believe there's a question
from M. Elizabeth Ann.

M5. ANN:  Yes, just a quick question on
clarifying your exanple on the bottom

VWere you say it's a credit of 550, that
nmeans a credit -- that the 550 ATUs that was credited
to the year 2000 fromthe year 2001 all otnent, and
then you are subtracting 300 ATUs fromthe new
reduction, so that the 250 ATU shortfall neans that
in the year 2001 allotnment, there's 250 ATUs | ess
than before; and so that there are 750 ATUs avail abl e
for the 2001 allotnment, and you need

to -- 850 ATUs avail able for 2001?
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MR, KANERVA: Well, actually, it's not that way
because you are down to 550 because we needed to use
that to actually address the needs for special
access. GCkay. So that sort of becones the maxi mum
you can get back.

And to the extent we can go out and get
that 550 back, that's the difference. So it's always
what we can generate mnus the anount left. And so
you are going to wind up with 300 instead, so it's a
deduction. You don't add it on to the 550.

Now, | could have nade this exanple cone
out like you are saying if we'd have generated three
times as many reductions as this, we could have
actually gotten back up to the full anount.

M5. MCFAWN.  Maybe | misunderstand this. You
needed to draw 550 fromthe next season, and that
left you with 550, didn't it?

MR KANERVA: Right.

M5. MCFAWN. So after you have taken that
advance, you are left with 550; you found 300. So
why isn't it 550 plus 3007

MR, KANERVA: | knew this exanple would turn
into a problem Let's see. Wiat's the best way to

explain this?
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The 550 -- the sinplest way to do this
islet ne clarify the exanple and we'll just refile
it because | think what | actually need to do is
explain this alittle nore carefully. 1Is that
appropriate?

| mean, the main point | was trying to
make here to answer Kathy Hodge's question was, when
does the 1 percent draw down happen relative to us
going out and trying to take care of it through
reductions so the sources don't lose it.

M5. ANN:  All right. So I understand that just
basi cal | y because you've used all of the allotnents
t hrough 2000 t hrough regul ar access, for special
access, you just took 550 allotments fromthe next
year, so that you wanted to make up that next year
so you went out and did extra reductions somepl ace
el se. So you got extra reductions, 300 ATUs; so that
in the year 2000, you have 850 ATUs available; and if
you wanted to get it back up to the nunber that it
was before, you could find 250 ATUs.

MR, KANERVA: Yes.

M5. MCFAWN. As far as correcting it on the
record, | think that sunmarized it correctly. And

maybe what you want to do is submt another exanple
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on a revised sheet.

MR, DESHARNAIS: Ckay. Any additional
guestions on 205.610? Just to clarify, we are
intending to go on to about 1:00. W'Ill see how far
we get by then. We will take lunch at 1:00.

kay. The next section is 206. 620,

Em ssi ons Excursion Conpensation. W will begin with
guestions fromthe ERVS Coalition.

M5. SAWER: Just one nonment. W have to get
the right w tnesses up.

M5. MHELIC. Tracey Mhilic on behalf of the
ERMS Coalition. | am asking questions from Page 22
of our prefiled questions, Section 20(a) with respect
to Section 205.620.

VWhen nust a source file a petition
contesting the findings of the Agency in seeking
review by the Board of an em ssions excursion notice?

MR KOLAZ: That would be within 30 days of the
notice. Although that's not specifically stated in
the rule, that is the tine frame we intend to give a
source to either conpensate for the excursion or to
file a petition with the Board.

M5. MHELIC. Do you intend to nodify any of

the rules to set forth that tine frane or will that
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sinmply be set forth in the notice?

MR, KOLAZ: That's sonething we'll discuss.

M5. MHELIC. Question (b), if a source
conmplies with the requirenents of an emi ssions
excursion notice, may the state, federal governnent
or citizens groups bring an enforcenent action for
viol ation of the source's CAAPP permt?

MR KOLAZ: Well, the rule itself addresses
that, in that it states | think pretty clearly in
205. 620(f) that no action can be taken for the
em ssion excursion itself. However, if there is a
violation of the permt, a fundanmental rule or
regul ation, maybe it's a VOMcontent linmit, then
there could be an action taken in that regard.

M5. MHELIC Okay. And will it not -- the
foll owup question is, won't the allotnment that a
source gets be set forth inits Title 5 pernmit as a
seasonal all ot nent?

MR KOLAZ: The seasonal allotnment will be
listed in the permt, but primarily for informationa
purposes. It will not be a restriction.

M5. MHELIC. It will not be a condition of the
Title 5 permit that the source have only this anmount

of emssions or this allotnent each season?
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MR KOLAZ: That's correct. A source can hold
any nunmber of ATUs that it can acquire.

M5. MHELIC. So it will not be an enforceable
condition by either the state, federal government or
any citizen group?

MR KOLAZ: That's correct.

M5. MHELIC. So a followup question to that
woul d be Question (c); does this section provide
conplete immunity from enforcenent by the state
citizens, and the federal government and to clarify
that in the instance where a source has conplied with
t he em ssions excursion notice?

MR, KOLAZ: Let me give you an answer and then
qualify it.

If the only violation a source had was
that it exceeded -- it emitted volatile organic
material in the preceding season in excess of the
nunber of ATUs that it had avail able to conpensate,
then there would be no further action it could have
taken on the basis of Rule 205.620(f).

But, again, if there were another
violation, an emission limt violation that's
contained in the permt, then that is not protected

under that Paragraph (f).
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M5. MHELIC. And what would be other -- |
think you said other violations of other permt
conditions. Wat would be exanpl es of those?

MR KOLAZ: Well, the existing rules and
regul ations still are in force. So, again, a sinple
exanpl e would be a coating limt that the company was
subject to. In fact, there's any nunber of
concei vabl e scenari os we could cone up wth.

There could be a situation where a
conpany does not have any ATU exceedance. In fact,
it could be that they are well within the allotnent
that's issued themin their permt; yet, if they use
coatings in excess of the limtations that would be
applicable to them then they would be subject to
enf orcenent action

But in the situation where they hold
enough ATUs, even if it comes about as part of the
excur si on conpensati on notice process, then they
woul d not be in violation of the ERMS rul e that
requires themto hold enough ATUs to cover the
vol atile organic material with em ssions fromthe
precedi ng season.

M5. MHELIC. And a follow up question to that

is, why if the Agency has decided at this tine to set
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CAAPPS, basically a CAAPP on all the em ssion sources
in the Chicago area, an area-w de CAAPP basically by
this market program why then does a source stil
have to conply with a pound-per-gallon limtation if
it is complying with its ATU allotnment or it is
obt ai ni ng ATUs from ot her sources within the area?
M5. SAWER: Coul d you repeat the question or
have it read back?
(Record read as requested.)
MR FORBES: 1'll try to answer that.
M . For bes.

The Agency and the State is stil
obligated to conply with all federal requirenents.
And in conmplying with RACT requirenents is one of the
requi renents contained in the Federal O ean Air Act.
So we are still obligated to neet all of those
various requirenments as well as those requirenents
contained in our state adaptation plan that we have
relied on.

MR, DESHARNAI'S: Mving on to the questions
filed by Tenneco, Questions 70, 71, and 72.
MR, FORCADE: Thank you.
Question 70, does Section 205.620

aut horize the Agency to issue excursion conmpensation
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noti ces when a source was unable despite diligent
efforts to purchase ATUs on the market or because no
ATUs were available in the ACMA account for that
source?

MR KOLAZ: Yes, it does.

MR, FORCADE: If a participating source
appeal s an excursion conpensation notice to the
Board, is the Board authorized to vacate the notice
or the source was unabl e despite diligent efforts to
purchase ATUs fromthe narket or because no ATUs were
avail able in ACVA to that source?

M5. SAWER: | suggest this is a | egal
interpretation. W could provide a witten response
to this question if that's suitable.

MR FORCADE: Sure.

Question 27, if a source has attenpted to
purchase ATUs, but no ATUs were avail able on the
mar ket and no ATUs were available in the ACMA to that
source, then is the source's maxi num exposure $1, 000
for the ATU?

MR KOLAZ: No

MR, FORCADE: The Agency has repeatedly stated
that the maxi mum exposure is $1,000 per ATU. Wuld

the Agency be willing to place a $1,000 per ATU limt
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in the regulations and provide that as a defense to
a conpensation excursion notice?

MR KOLAZ: | think the maxi num exposure phrase
that you use | think is taken out of the context of
t he question which you have now franed. The Rule 620
I think clearly explains that in an excursion
conpensation notice period, your liability is for 1.2
or 1.5 tines the nunmber of ATUs from next year's
allotment, and that cones directly out of your
al | ot ment .

So your exposure really is on the basis
of the market value of the ATUs in the next season
whi ch, you know, is really unpredictable. It could
be on the low side. 1t could be nmuch | ess than
$1,000. On the other hand, it's conceivable that you
coul d have sold those ATUs for nore than $1,000; and
it's also conceivable that in that next year, there
were not ATUs available in the ACVMA at $1, 000, but
maybe available in the special access part at $1, 100.

So it's difficult to say that under al
circunmst ances your exposure is at $1,000 per ATU,
again, in the way that you have franed your
particul ar questi on.

MR, DESHARNAIS: Okay. Moving on to the
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prefiled questions from M. Trepanier, prefiled
guestions, Page 12, Question No. 9. Anyone know
where that is?

MR TREPANFER | did look for that. |
couldn't identify which question it was, so | suggest
that | reviewthat with the Agency at |unch

MB. SAWER  Ckay.

MR, TREPANIER: But | did have a follow up
guestion, just one, to the ERVS Coalition earlier

MR, DESHARNAI S: Ckay.

MR, TREPANI ER:  And that regards your exanple

of the cantorders, still followi ng the rul es when
it's a pounds per gallon rule. | understand that's a
RACT rul e.

Are there | east achievable enmi ssion rate
rules that will not still be foll owed when the ERVS
programis operating?

MR SUTTON: Well, one of the things that wll
be carried forward in a Title 5 permt are
restrictions that are taken to either conmply with or
avoid a new source review in the Chicagol and area,
and those will still exist at the source and stil
will have to be conplied with, if that's what you

mean by | east achi evabl e.
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If they had to have put in LAER, for
exanple, L-A-E-R they would continue that forward in
their Title 5 permt and conpliance with that woul d
have to be carried forward in the future.

MR, TREPANIER: Is there any other existing
restrictions such as that pounds per gallon
requi renent for amount of em ssions per unit produced
that currently exist that will be elimnated when and
if the ERVS programis found?

MR SUTTON: It will not elimnate any current
SIP requirenent.

MR, TREPANIER: So just to make sure | have
gotten the answer, if someone currently has sone type
of a restriction where they have an em ssions per
unit produced, if in the future their pollution
control equi pment starts to break down, sone very
expensi ve pollution control equi pnent breaks down,
and they no | onger are producing their products at
that required | evel of em ssions per unit, they wll
not be able to purchase allotnments to nake up that
di fference?

MR SUTTON: Let nme answer that in two parts.

One, if they are in violation of the

permt that forces that pollution control device to
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work at a certain level, then there would be
enforcenent action to show that violation. It won't
be an automatic relaxation. So they would be in
vi ol ation of the underlying permt condition

They may al so because of that exceedance
not have enough ATUs to satisfy their all otnent
needs and they would have to, | presume, purchase
t hose.

MR KOLAZ: That's correct.

MR, TREPANIER. So in that case, is purchasing
the allotnents obviating that discussion?

MR SUTTON: No. | think it's fair to say that
the ERMS rul e actually establishes another |evel of
requi renents. It does not replace any of their
non- exi st ence.

M5. MCFAWN:  So in his exanple, would they have
to seek a permt obligation to continue operating
absent their control equipnment so that they are not
in violation of their permt?

MR SUTTON: Once they are out of conpliance,
they have to conme into conpliance. Either they can
shut down or they can seek | egal forbearance or a few
ot her vehicles avail able possibly to solve that; but

once out of conpliance, then the enforcenment action
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So purchasing the

ATUs -- because we have talked this rule in the

context that this will allevi

ate the need for

variances and that type of thing because now there

will be alternative nmethods of conpliance.

But if in their permt, which is a permt

to operate, there's a requirenent that they have

control equi prment, which is a normal plan, they

suffer a mal function which is maybe due to a

breakdown. Do they then have to nodify their permt

so that they don't face an enforcenent action? How

do they avoid the enforcenent

are willing to buy the ATUs?

action assum ng t hey

MR SUTTON: | guess the easiest way to say it

isit's the same as it is today.

MS. MCFAWN: Wi ch is?
MR SUTTON: They will

seek provisional variance.

ei ther be shut down,

M5. MCFAWN. But that's only for 45 days?

MR SUTTON: Yes. | nean, that's the option

avai |l abl e. This does not change that particul ar

st at us.

MR MCFAVWN:  All right.

L. A, REPORTI NG -
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MR, KOLAZ: You know, maybe one thing -- | nmean
we could conme up with other exanples; but in the
Chi cago area, there are some sources, for exanple,
that are required to control their em ssions by 81
percent. Many peopl e you know, have chosen to use
thermal oxidizers or afterburners. They will stil
need to do that after this rule is in place.

So let's just say there was an expl osion
or some type of problem let's just say it breaks
down, they certainly will need to buy ATUs to
conpensate for their excess em ssions or else they
are going to be in violation of the ERVS rule. But
dependi ng on the circunstances, they would be in
violation of the 81 percent control requirenent.

MR, DESHARNAIS: Ms. Mhelic, did you have a
guestion?

M5. MHELIC Right. | mean, | guess going
back to this obviating the need for variances, this
rule is only elimnating the need for a variance or
adjusted standard from further reduction. It is not
elimnating the need for variances or adjusted
standards fromthe current applicable rules.

MR KOLAZ: That's correct.

M5. MHELIC. And you just stated that if a
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person has a breakdown of a control device, it's not
in conpliance with this permt or the RACT rule. Are
t here not provisions for breakdowns?

MR KOLAZ: Yes. And that's the thing that M.
Sutton and | were just tal king about.

There are provisions within permts for a
start-up, shutdown, malfunctions. There's even
provisions in the ERVS rul e for energency
conditions. So let's sinplify it by saying it's a
situation that does not fit any of those categories,

t he equi pnent has gotten old, the conpany hasn't

mai nt ai ned, they are not actually able to take any of
the protections that are offered under the permt,
and they cannot choose under M. Trepanier's

expl anation -- they cannot decide that instead of
controlling at 81 percent, they are just going to buy
ATUs.

But, again, | want to point out, they are
in violation of the 81 percent provision, and they
are in violation of the ERMS rule if they do not buy
the ATUs. So they are really forced to do bot h.

If they buy -- an exanple we've been
tal ki ng about and that questions have been asked --

if they buy the ATUs, then they are protected from
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are not ever protected for violation of the 81
percent reduction requirenment | had tal ked about.

And that's covered by 205. 640 under Enforcenent

Aut hority.

MR, DESHARNAI S: Any additional questions on
205. 6207?

M5. SAWER: | figured out what question we
are referring to in M. Trepanier's prefiled
guestions when we refer to Question 9. The question
begins -- or the question reads, is there a penalty
available for claimng invalid ATUs. That's the
guestion we had stuck in that section

MR, TREPANIER:  Okay. |I'll ask that question
now.

M5. SAWER:  Ckay. Before we answer the
qguestion, could you clarify it? Wat do you nean by
invalid ATUs?

MR TREPANIER  Well, an invalid ATU woul d be
one for which the person claimng it isn't deserving.

MR, KOLAZ: There is a penalty. And let ne
state ny assunptions to answer the question to nake
sure it's getting at your point.

There m ght be a person that sonehow sone
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way in reviewi ng their transacti on account thought

t hey had enough ATUs. But as a question that was
asked earlier today, they will be able to | ook at
their expired ATUs, they'll be able to | ook at the
retired ATUs, and sonehow t hey get confused and think
t hey have enough to cover it.

But when | ow and behold i n maybe about
the m ddl e of January they get an excursion
conpensation notice fromthemand then they realize
their m stake.

Well, the penalty in that case or if they
try to claimthat an expired or retired ATUis to be
used for conpensation during that precedi ng season
their penalty will really be the excursion
conpensation requirenment of 1.2 or 1.5 tinmes the next
season's al |l ot ment of ATUs.

MR, TREPANIER:  Now, in your exanple, if that
person who was m staken further was m staken and sold
and attenpted to sell, entered into a contract to
sell those ATUs that didn't exist or they were
m st aken that they existed, then would there be a
penalty in that situation and where would the penalty
fall?

MR KOLAZ: Well, first of all -- in fact, a

L. A REPORTING - (312) 419-9292
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simlar, not identical, but a simlar question was
answered -- or was asked earlier today about the
process that we are going to use to ensure that that
doesn't happen. | don't think it can happen because
the Agency is going to be validating every
transaction, and we will be review ng the accounts of
t he people buying as well as the ones selling and we
will require transfer agreements fromboth. So you
really should have three sets of eyes or nore | ooking
at that. | nean, the buyer should ensure that they
have the ATUs to sell, the buyer should be sure that
they have -- that the person that they are buying
fromactually has them and the Agency woul d be
| ooking at both to nmake sure that there are actually
valid ATUs to enter into the agreenent. And this
won't be so nmuch a manual process, | nean, although
that will be part of it, but we will build into the
dat abase systens and capabilities to ensure that that
doesn't happen.

And as M. Forcade asked earlier, there
woul d be identification nunbers on the ATUs that
will provide information as to the date and their
status so we will be able to see if they expired. So

there woul d be a number of checks and bal ances to
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ensure that that did not happen

MR, TREPANIER:  Wbul d a buyer be able to check
in the database to see if the ATU nunbers being
offered to themare valid ATUs?

MR KOLAZ: Yes. And that's actually part of
the rule. In fact, the public can do that as well;
al though, I will point out they won't actually be
| ooking in the transaction account. But under
205. 500, Paragraph (a), we are required through the
bull etin board access to provide information on the
status of ATUs in each account, that is, whether they
are available for use, the date retired, the date
expired. There will be a |lot of checks and bal ances
to ensure that that doesn't happen

But anot her way of answering your
gquestion is if sonehow soneone tries to enter into a
transacti on agreenent, we do not intend on penalizing
them but we will be able to ensure that that
transaction is not carried through

MR, TREPANIER:  So what | am understanding is
that in this case, it would be a buyer beware; that
t he buyer needs to check that the ATUs that they are
purchasing are valid because this they turn themin

on the last day and it turns out that they are
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invalid, there would be a penalty. Does that
penalty then fall upon the person who purchased the
invalid ATUs?

VMR KOLAZ: Well, | don't think that's correct
the way you stated that. | mean, certainly the buyer
shoul d al ways be aware and sure that they know what
they are buying; but I'msaying that we woul d never
authorize a transaction in which the seller did not
hold the ATUs that they were selling. And by hol di ng
them we will ensure they are not expired, they are
not retired.

But your point is well taken. | nean,
it's conceivable that sonmeone could buy ATUs on
Decenber 1st that are set to expire Decenber 31st,
and they sonehow are confused and i ntend on using
themin the next seasonal allotnment period. So it is
concei vabl e that sonmeone coul d get confused, and we
woul d authorize that sale if we had a transfer
agreenment from both parties and the ATUs were valid
and unexpired at the time the transfer agreement went
into pl ace.

But, again, buyer beware; it's January,
and suddenly the person |ooks into their account and

view their 100 ATUs and all of a sudden see expired
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next to each of them they will be probably great
greatly di sappointed.

MR, TREPANIER: Now, will there be a penalty in
the case that soneone turns in their -- they try to
bal ance their account and they are doing it on the
last day if that's Decenber 31st and they don't --
their account doesn't bal ance because the transfer

doesn't go through because who sold it to themdidn't
actual ly have those valid ATUs, now, does that person
who subrmitted those on Decenber 31st suffer a

penal ty?

MR, KOLAZ: The penalty is through the
excur si on conpensation notice provisions of 205.620
where they won't be required to pay a 20 percent or
50 percent penalty depending if this is the first
time or second tine in a row that occurred. That is
the penalty.

MR, TREPANI ER:  Thank you.

MR, DESHARNAIS: Okay. We'll take a break for
[unch now. We'll neet back here in an hour at five
after 2:00. Thank you.

(A lunch recess was taken.)

MR, DESHARNAIS: (Okay. W are going to

continue with the questions that were set out in the
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list filed out by the commttee.

VWhat we are hoping to acconplish this
afternoon is to conplete this list and conplete the
additional prefiled questions that were received.

Currently, we are up to Section 205. 640,
| believe, and that would be the question of the ERVS
Coalition, Questions (a), (b), and (c).

M5. MHELIC. At this point, we want to
wi t hdraw t hose questions, but ask in its place just a
foll owup questi on because these questions deal wth
t he assunption that the CAAPP permt would contain a
condition requiring you to have a certain allotnent
of ATUs. And to clarify that is to say that is not
correct.

So just as a followup question and to
clarify what was testified to earlier, is it correct
then that if a source neets all of its permt
requi renents, but exceeds its ATU allotnment, goes
out, and then satisfies the requirenents of any
em ssi ons excursion notice, that there is no
enforcenent -- there can be no enforcenent by the
federal governnent or other citizens groups?

MR, KOLAZ: The provision of 205.620 addresses

that, although we certainly -- | don't believe that
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we can -- this may be a question answered by the U S.
EPA. | guess they approve the rules. But, actually,
maybe that's a confusing way to answer it.

I think the strict answer is yes because,
really, the only rule under the conditions that you
specified, the only plausible violation wuld be a
violation to the ERVS rule; and, therefore, the only
rule the U S. EPA could enforce agai nst would be the
ERMS rule. And the provision of the ERVS rul e under
205. 620(f) says that under the circunstance you
described, there woul d be no violation to enforce
agai nst .

M5. MHELIC. | have no further questions.

MR, DESHARNAI S: Any additional questions on
205. 6407?

M . Forcade?

MR, FORCADE: Just as a followup on that one,
will you provide a notice to facilities that they
have satisfied their em ssions excursion
conpensati on?

MR, KOLAZ: Yes. That is sonething that we
will do, yes.

MR, DESHARNAIS: M. Newconb?

MR, NEWCOVB: And as a followup to that, is

L. A REPORTING - (312) 419-9292
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the I anguage that will be provided in the Title 5
permt going to sonehow account for this type --
detention-type of enforcenent that Tracey has brought
up here?

And if | may clarify, that if the
| anguage in the permt says sonmething along the lines
of thou shalt not exceed the nunber of ATUs allotted
during your season and you go ahead and do that and
go through the excursion conpensation provisions,
technically -- and | do nean this only as a
technicality -- a citizen group can say you viol ated
a permt provision?

MR SUTTON: Well, as a point of
clarification, the Title 5 permit will obviously
define what permt provisions apply to the source
based on the SIP requirements. It will identify the
ATUs allotted to the conpany. It will also identify
that at the end of the season, you have to have in
your possession enough ATUs to match your actua
em ssion; but it doesn't nmean it has to be
necessarily assigned to you.

So it will be basically dovetailing to
the rul e, which you have the obligation to hold at

the end of the season the nunber of ATUs that match
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your actual em ssions.

The ATUs that you allotted in front is
basically just telling you how nuch the State of
IlIlinois has allocated to your conpany.

MR, NEWCOVB: Exactly.

And then the foll owup would be that the
ERMS provi si ons shoul d be exclusively enforced by
[11inois?

MR SUTTON: M | awyer is notioning.

I think I've already stated it this way;
but basically the permit will indicate that at the
end of the season, you either hold the necessary ATUs
to match your actual em ssions or you can go through
t he surgi ng process to solve that.

M5. MHELIC. kay. | have a follow up
guesti on.

MR, DESHARNAIS: Ms. Mhelic?

M5. MHELIC  Previously you just said or |
guess in response to M. Newconb's question was that
it would be in a condition that you had to hold ATUs
sufficient -- or in a sufficient amount to neet your
allotment by the end of the reconciliation period.
So now you are saying no, that's not how -- |'m

trying to figure out howit's going to be in a
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permt that's not going to be a condition that you
nmust have sufficient ATUs at the end of the
reconciliation period whereby then a citizens group
or user then can't come in and enforce agai nst that
because you don't have it?

MR SUTTON: One nore time, the Title 5 permt
would reflect that at the tine of the reconciliation
peri od, you hold enough ATUs to match what your
actual em ssions were or you can go through the
excursion process to satisfy that need.

M5. MHELIC. So it will have that |anguage in

it?

MR SUTTON:  Yes.

M5. MHELIC. Okay. | understand.

MR, DESHARNAIS: M. Newconb?

MR NEWCOMB: And then to address that froma
different tactic, if | may, that it is only Illinois

which is going to be authorized to enforce this
provision; you do not intend to create a citizens
suit authorization for ERVS types of exceedances?
M5. MCFAWN. Perhaps that's a | egal question
that the Agency better address by their |egal staff.
MR, NEWCOVB: |If they agree to go ahead and

answer that question in witing, that would be fine

L. A REPORTING - (312) 419-9292
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with ne.

M5. SAWER: \Well, could you repeat the
guestion?

MR NEWCOVB: Is it the Agency's intention to
provide citizens with any enforcenent authority under
the ERVS programat all?

M5. MCFAVWN:  You know, naybe we can clear this
up. It seenms to nme that the Act provides the
citizens' suit provisions. | don't know that the
Agency can or cannot create a citizens right to bring
an enforcenent action.

MR, NEWCOVB: Wi ch Act do you nean?

M5. MCFAWN:  Environnental Protection Act.

So while I could say to the Agency pl ease
answer this in witing and that may clear that up,
believe the answer is contained in the Act.

MR NEWCOMB: | nasnmuch as this has been
described as an overlay to all the other pre-existing
permt provisions, | think that maybe if the Agency
could address it only in terns of the ERVS program |
woul d appreciate that.

M5. MCFAVWN:  Well, what | am wonderi ng,

M. Newconmb -- and this is |lawer to | awer here --

is how the Agency could possibly create a citizen
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enforcenent action that's not authorized under the
Envi ronnental Protection Act or take it away if it is
aut hori zed under the Environmental Protection Act.
They' ve already said to you we are not going to do it
by permt |anguage. They' ve made that clear. They
are not going to do it by the | anguage contained in
the Title 5 permt.

MR NEWCOVB: | n other words, so the | anguage
is going to be witten so that in ERVS -- that
violating the ERVS programis not a permt
violation; is that --

M5. MCFAVWN.  Maybe | should have M. Sutton
explain it again.

MR KOLAZ: Well, | think maybe we could do it
in two parts.

MR SUTTON: CGo ahead.

MR KOLAZ: M. Sutton can answer part of it.
But the requirenent to hold sufficient ATUs is in the
ERMS proposed Rul e 205.150(c) and 150(c). And the
excur si on conpensation notice provision is in the
205.620. And those are the requirenents that really
apply to a conmpany and requires themto hold
sufficient ATUs.

Now, what M. Sutton has to answer is
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whet her or not those will specifically be restated
within the Title 5 application itself. And the
guestion as to what rights it gives a citizen to
enforce with is, you know, a legal opinion that I
can't say.
So what | amsaying is that | don't know

whet her the conclusion of that in the permt
i ncreases or changes that right or not, but that is a
specific provision that we are referring to when we
tal k about providing sonme |level of imunity against a
source as long as they conmply with 205.150(c), (d),
or 620.

MR, SUTTON: And | guess ny intent would be
actually to put that right in the permt.

VMR DESHARNAIS: M. Forcade?

VMR NEWCOMB: That's wonderful. Thanks.
That's what | needed to hear

MR FORCADE: 1'd like to sort of refresh one
of the questions we had in our pre-submtted
testinmony and reiterate it again.

We ask at one point in our pre-submtted

guestions if the Agency had prepared or woul d be
willing to prepare a draft Title 5 pernmt for a very

sinmpl e source that would contain the ERVS | anguage so
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that we can evaluate it.

At the time, | believe the response was
no, we have not and no, we do not intend to do so.
This particular conflict essentially re-invigorates
t hat question because unl ess we have access to the
actual |anguage that the Agency intends to place in a
permt as well as know edge of whether the Agency
intends to place it in the federally enforceabl e
provi sions, state enforceable provisions or not, we
woul dn' t have any i dea.

And with respect, M. Sutton has said the
permt would reflect, well, I don't know whet her that
means it would be a permit condition that or it would
be | anguage in the part of the permt that is not
enf or ceabl e.

So | think there's a substantial anount
of anbiguity here, and I would like to at this point
reinstate ny question requesting the Agency to
provi de sanpl e ERVS | anguage so that we can clearly
understand in a witten format what will be included
in Title 5 permits relating to the ERMS provisions
and conditions so we can tell fromour own | ega
i nterpretati on whet her we believe they would be

enforceable by U S. EPA or citizens.
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MR SUTTON: Well, | guess in response to that,
we have not prepared that. | amnot saying that we
won't; but, first of all, our historic practice has

been to provide under the Title 5 permt an advance
copy to the conpany in prior notice to assure that we
are on the same wavel ength as you will.

And during the notice period itself, you
still have the ability to bring it to our attention
changes that you would like to see in the Title 5
permt if, in fact, you think they are based on | aw
So there is an opportunity for the conpany to address
those even prior to the pernmt issuance; and if we
still continue to be obstinate, you then have a right
to appeal to the Board if you think that we have not,
in fact, conmplied with the | aw

So | think there will be an opportunity
for you to see this permt |anguage in advance of it
becoming a final permt.

MR FORCADE: | would stand with ny question
and ask the Hearing Oficer to request the Agency to
provi de sanpl e | anguage that would be included in the
Title 5 permit reflecting the ERVS conditions because
the alternative could be the potential for 20 or 30

permt appeals if that |anguage does not reflect --
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MR, DESHARNAIS: M. Mathur, do you have a
response?
MR, MATHUR: Yes. Let ne respond to the few

sentences | heard when | canme in.

I think as far as the Agency is
concerned, the ERVMS rule is an alternative to a
command and control VOC regul ation. As we have
stated previously, this rule will be submtted to EPA
as a subprovision. So as far as | am concerned, the
whol e ERMVS rul e and process and permt conditions
based on the ERMS rul e should be considered as having
the sane status as if we had picked sel ect sources
and conme up with specific conmand and control rules.
So | don't see why this is such an issue.

The treatnment of this programin a Title
5 shoul d be seen as exactly the sane as any ot her
rule which would be in a SIP, is federally
enforceable, and is in a pernmit that contain all of
the opportunities that we, the U S. EPA or anybody
el se has.

So your insistence that the Agency show
you what a permt would ook like, | just don't
particul arly understand.

MR, FORCADE: Perhaps it's ny confusion, but I
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t hought | heard statenents fromthe Panel that these
terns and conditions would not be federally
enforceable, and I believe | may have heard sone
recanting of that fromyou just now, is that correct?

M5. SAWER  That isn't what we said.

MR MATHUR | don't recall what the Pane
said, but I am-- and maybe we need to confer with
each other before we give a final answer -- it's ny
understanding that permt conditions in a Title 5
permt based on the ERVS rule will be federally
enforceable. This rule will be federally enforceabl e
through a SIP. It will be submtted to the EPA in
its entirety as a subprovision. This is the State of
[I'linois' response to further reductions as opposed
to category-by-category command and control. And
once it'sinaTitle 5 permt, it affords all parties
t he sane opportunities as other SIP-based federally
enf or ceabl e provi sions do.

MR, FORCADE: But at this point, | still have
no i dea what that termand condition and the permt
that will be federally enforceable will say.

MR ROVAINE: Well, | guess what that provision
will say is what the rules require; and what the

rules require is that you hold ATUs or you go through
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t he excursion conpensation process. |If you do either
A or B, there is no violation; there is no
opportunity for enforcenment by us, U S. EPA or a
citizen for failure to conply of that provision under
t he ERVS

MR, DESHARNAI S: Okay. W understand that the
Agency at this point does not have | anguage devel oped
in response to -- or |anguage that woul d address
M. Forcade's concern. |f the Agency woul d take that
suggesti on under advi sement, we can address it at a
later tine.

MR KOLAZ: One thing | might clarify is the
Panel never made any statenment about these terns and
conditions being a state enforcement. M. Newconb as
he was fram ng one of his questions did refer to the
state enforceable portion of the permt.

MR DESHARNAIS: At this tine, | think we wll
move on.

Before we do go on to the next question,
I would just ask people when asking a question, if
they could identify thenselves for the benefit of the
court reporter.
The next section that we have is Section

205. 650, Emergency Conditions, questions fromthe
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ERMS Coal ition
M5. MHELIC. Tracey Mhelic
Qur questions are set forth on Page 22 of
our prefiled questions. W wthdraw Question (a) in
Section 22 at this tine.
Question (b) is when nmust a source submt
a final report?

MR, ROVAI NE: A proposal provides for the
source to have up to 10 days after the concl usion of
the enmergency to file its final report.

MR, DESHARNAI'S: The next prefiled question on
205.650 is fromM. Trepanier. |It's Question 9.

M5. SAWER: Actually, this is a question we
took earlier.

MR, DESHARNAIS: Ch, okay. That was the one
that was |ast --

M5. SAWER: Right. It was sonmewhat out of
order in our list.

MR, DESHARNAI S: Any additional questions on
205. 6507?

M. Trepanier, did you agree with the
Agency that this question was adequately addressed?
MR. TREPANI ER: | apol ogi ze. Since com ng back

fromlunch, | haven't l|ocated nmy questions. Which
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one was that?

M5. SAWER: It's the one, is there a penalty
avail able for claimng invalid ATUs.

MR TREPANIER  Yes, that one was answered.

MR, DESHARNAIS: Mbving on, we are up to
guestions on the TSD. The first questions are from
Tenneco.

M . Forcade?

MR FORCADE: Right.

Referring to Page 45, Question 1
referring to colum four of Appendix E of the
techni cal support docunent, quote, facility
em ssi ons, slash, TPY, quote, fromwhich specific
air emssions reports or other data did the Agency
conpile facility em ssions TPY?

MR, FORBES: The Agency utilized the annual
em ssions report subnmitted by sources for cal endar
year 1994 to conpile this data

MR, FORCADE: Did the Agency convert any of
this source reported data to the nunbers in the chart
i n any nmanner?

MR, FORBES: This data were reported directly
by the source in their AER

MR, FORCADE: Did the Agency make any
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adj ustments or changes to the source reported data?

MR, FORBES: In general, the Agency relied on
t he annual em ssions data reported by the source
wi t hout any conversion or adjustnent. However, the
Agency did performa basic quality control review of
the data and did correct for any mat hematical errors
which it found. The Agency relied upon the source's
i ndi vidual em ssion unit data in carrying out this
revi ew.

MR, FORCADE: And was this for the year 1994
only?

MR FORBES: Yes.

MR, FORCADE: (Question 2, referring to colum
three of Appendi x E of the technical support
docunent, facility em ssions ERVMS TPS, from which
specific sources did the Agency conpile these
figures?

MR, FORBES: The specific sources that the
Agency conpiled this data for in Appendix E are
CAAPP' d sources which have seasonal em ssions of 10
tons per season or greater. The Agency relied on
the data contained in the source's 1994 AER to
conpile the figures.

MR, FORCADE: How did the Agency convert any
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source reported data to the nunbers in this chart?

MR, FORBES: In general, these figures were
calcul ated by multiplying the source's total facility
annual actual em ssions by one-third of the spring
t hr oughput, plus the annual actual em ssions
multiplied by the sumrer throughput, plus the annua
actual em ssions nultiplied by one-third of the fal
t hr oughput .

MR, FORCADE: And this was for year 1994 agai n?

MR FORBES: This was for 1994.

MR, FORCADE: (Question No. 3, referring to
Appendi x E of the technical support document, does
facility em ssions under colum three or colum four
i ncl ude both point source and fugitive em ssions?

MR, FORBES: The enissions reported under
colums three and four reflect total em ssions
reported by the source. To the extent that sources
reported fugitive em ssions, they are included in the
em ssions reported in colums three and four

MR, FORCADE: (Question No. 4, referring to
col um seven of Appendi x C of the technical support
docunent, Source Description, do any of the source
descriptions reflect fugitive em ssions?

MR FORBES: Yes.
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MR, FORCADE: And how did the Agency conpile
this information?

MR FORBES: This information is based on the
i nformati on provided by the source in its 1994 AER

MR, FORCADE: kay. Question No. 5, referring
to colum ei ght of Appendix E of the technical
support document, unit em ssions, slash, ERVS TPS,
from whi ch sources did the Agency conpile this data?

MR, FORBES: The specific sources that the
Agency conpiled this data for in Appendix E are
CAAPP' d sources which have seasonal emi ssions of 10
tons per season or greater, excluding those em ssion
units identified in Section 205.405, which are exenpt
fromfurther reduction. The Agency relied on the
data contained in the source's 1994 AER to conpile
the figures.

MR, FORCADE: And did the Agency convert the

source's data in anyway through this chart?

MR, FORBES: Gkay. | think you m ssed Subpart
A

MR, FORCADE: | thought you had al ready
answered Subpart A, but I'Il ask it again.

MR FORBES: Ckay.

MR, FORCADE: Pl ease expl ain how t he Agency
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cal cul ated these figures.

MR. FORBES: In general, these figures are
calcul ated by nmultiplying the source's annual actua
em ssions for the specific enmissions unit by
one-third of the spring throughput plus annual actua
em ssions nmultiplied by the sumrer throughput plus
t he annual actual em ssions for the unit multiplied
by one-third of the fall throughput.

MR, FORCADE: And did the Agency nake any ot her
adj ustments or changes to that data?

MR FORBES: Calculations were carried out as
previously described utilizing the source's data. In
general, the Agency relied upon the annual em ssions
data reported by the source w thout any conversion or
adjustnent. However, the Agency did performa basic
quality control review of the data and did correct
for any mathematical errors for which it found. The
Agency relied upon the source's individual em ssions
unit data when carrying out that review.

MR, FORCADE: And this would be for the year
1994 al so?

MR FORBES: Yes.

MR, FORCADE: (Question No. 6, referring to

col um ni ne of that sane Appendi x E of the technical
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support docunment, unit em ssions TPD, from which
sources did the Agency conpile this data?

MR, FORBES: The specific sources that the
Agency conpiled this data for in Appendix E are
CAAPP' d sources which have seasonal emi ssions of 10
tons per season or greater, excluding those em ssion
units identified in Section 205.405. The Agency
relied on the data contained in the source's 1994 AER
to conpile the figures.

MR, FORCADE: And pl ease explain how the
Agency cal cul ated these figures.

MR, FORBES: The Agency calcul ated this data by
utilizing the source's hourly enmissions multiplied by
the hours of operation per day multiplied by the
rati o of the sunmmer throughput percent to 25 percent
and converted that into tons per day to represent the
typi cal ozone season weekday enission level in tons
per day.

MR, FORCADE: Did the Agency make any
adj ust ment s?

MR FORBES: The calculations were carried out
as described utilizing the source's data. In
general, the Agency did rely on the em ssions data

reported by the source wi thout any adjustnent or
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conversion; however, a quality control review of the
data was perfornmed and any mathematical errors were
corrected.

The Agency relied upon the source's
i ndi vi dual em ssion unit data when carrying out that
revi ew.

MR, FORCADE: And this would be for year 1994
agai n?

MR FORBES: Yes.

MR, FORCADE: Thank you.

The | ast question is No. 7, referring to
colum 10 of Appendi x E of the technical support
docunment, unit em ssions TPDAW slash, RE, from which
sources did the Agency conpile this data?

MR, FORBES: The specific sources that the
Agency conpiled this data for in Appendix E are
CAAPP' d sources which have seasonal emi ssions of 10
tons per season or greater, excluding those em ssion
units identified in Section 205.405 which are exenpt
fromfurther reduction. The Agency relied on the
data contained in the source's 1994 AER to conpile
the figures.

MR, FORCADE: And pl ease explain how the Agency

cal cul ated these figures.
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MR, FORBES: The Agency calcul ated this data by
utilizing the source's ozone season weekday em ssions
cal cul ated as previously described and then adj usted
for the rule effectiveness or RE based on that val ue
whi ch was used for the source in the 1990 SIP
inventory to represent the typical ozone weekday
em ssions |l evel adjusted for rule effectiveness and
expressed in tons per day of em ssions.

MR, FORCADE: As a point of clarification,
could you explain what rule effectiveness nmeans?

MR. FORBES: Rule effectiveness is an inventory
termdefined and required by U S. EPA to represent
the effectiveness of the inventory in general for
meeting particular control estinmates and control
requi renents.

VMR FORCADE: Wuld this be sonmewhat similar to
the capture and construction efficiency of control
equi prrent ?

MR FORBES: It really goes nore to the
ef fecti veness of all of the sources conplying with
that stated captured control requirenent.

MR, FORCADE: And for which years did the
Agency use the facility em ssions reports?

MR FORBES: 1994.
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MR, FORCADE: Thank you.

MR, DESHARNAI'S: Next prefiled question is from
Sonnenschei n.

M5. FAUR G ndy Faur from Sonnenschein.

M. Forbes, in response to one of
M. Forcade's questions, you noted that the em ssion
data included in Appendi x E was based on 1994 annua
em ssi on reports.

Coul d you please clarify as to whether
this data was included nerely to illustrate the
nunber of affected sources and not as a determ native
of their baseline nunbers?

MR, FORBES: The purpose of Appendix E was to
reflect potentially affected sources and was based
upon the sources' reported emssions in their 1994
annual em ssion report.

M5. FAUR  That was Question 7(a) for the
record.

Question 7(b) I amgoing to ask in a
slightly different manner to clarify it.

To what extent does the Agency anticipate
that there will be a variation in the nunber of
sources that will be affected by the ERVS program and

t he nunber of sources that were nmajor and for
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pur poses of the 1996 rate of progress plan?

MR, FORBES: | guess to the best of our
know edge, we would not anticipate that there would
be a great deal of difference between those two sets
of data or with respect to whether they would be
maj or or not to answer your question.

M5. FAUR  Thank you.

MR, DESHARNAI S: The next question is from

M. Newconb, Question 10.

MR NEWCOVB: That's right. This question
has been asked and answered; however, based on
M. Forbes' testinmony in response to M. Forcade's
guestion, a point of clarification because this is
basically the same question that M. Forcade asked.

You said that the sources from Appendi x E
were identified as CAAPP permt sources. Excluding
those, you said that it excluded those that nmet the
excl usi on under 205. 405.

Just a point of clarification, this does
not include any source that m ght be or you expect it
to be a BAT exclusion; correct?

MR FORBES: That's correct.

MR, NEWCOVB: Thank you. No further questions.
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MR, DESHARNAI S: The next questions are from
M. Trepanier, Questions 12(c), 20, 21, and 22.

MR, TREPANIER: | amgoing to wi thdraw Question
12(c). | can't make sense out of that question right
now nysel f.

Question 20, what percentage of the point
source em ssions subject to this rule are expected to
somrehow opt out by sonme exenption; for exanple, BAT
BATC 15-ton limt, FESOP, LAER, et cetera?

MR, FORBES: The percentage of em ssions
expected to opt out in further reductions under the
MACT and LAER, FESCP and fuel conbustion em ssion
unit exenption of 205.405 is about 4 percent of the
total point source em ssions. And that's based on
the 1994 annual em ssion report data. The Agency has
estimated that of this 4 percent, about 3.7 percent
is due to MACT, FESOP, and LAER sources, and
approxi mately .45 percent is due to fuel conbustion
em ssi on sour ces.

MR, TREPANI ER: Okay. Have you addressed the
BAT exenptions?

MR, FORBES: The nunber and identity of sources
which will seek BAT exenptions is not known at this

time and cannot be estinmated.
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VMR TREPANIER  And how about the nunber of --
t he amount of sources or the percentage of the tota
em ssions that's going to seek that exenption of the
15-ton limt?

MR FORBES: GCkay. It is not known at this
time the nunber or identity of sources who will seek
t hat exenption under the 15-ton per day option; but
the Agency identified on Page 75 of the TSD t hat
using the conservative assunption that all 75 sources
between 10 tons per season and 20 tons per season who
possi bly woul d choose this option, the maxi mum | oss
of reductions by those sources opting out and not
staying in the ERVS programis estimated at .75 tons
per day.

MR, FORCADE: And did you just say that with
regard to those between 10 and 20?7 D d you nean
bet ween 10 and 15?

MR FORBES: No. At the tine we did the
anal ysis, we weren't sure, again, who woul d choose
this option. And at the tine that we put the option
in, the discussion was that there may be sonme sources
who are just over that -- the 10-ton requirenent who
m ght choose to do sonething to try and opt out of

the program and that was part of the reasoning for
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us putting in the 15-ton per season option. So we
considered the possibility that in that range, that
any of those might be interested in choosing an
option, so we wanted to be a little nore conservative
and | ook at the entire group, |arger group

MR TREPANFER  An emitter at a 20-ton |evel
if they reduce to 15 tons, they have nore than
exceeded the 18 percent exenption which they could
have sought ?

MR, FORBES: At the high end that's true; but
if there happen to be some that were 16 tons, 17
tons, then that percentage would not be exceeded. So
there's a whol e range of sources, and I amnot -- |
don't recall what the distribution is.

But, again, we had comments during our
outreach neetings that sources mght be interested in
taking an option to get out of the program and avoid
all the various conplications. And so that had to be
consi dered when we | ooked at this option

MR. TREPANIER: On Page 75, does that reflect
how much em ssions the Agency's expecting will seek
that 15-ton? How many sources are going to seek that
15-ton limt?

MR, FORBES: No. As | answered just a few
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m nutes ago, we do not know exactly who will seek
that. In that range, there are 75 sources between 10
and 20 tons per season. |It's possible that all or
none of those may choose that option

MR, TREPANI ER:  And that goes to Question
21, if you can answer this question

Based upon your answer to No. 20, what is
the total current em ssions fromthese sources that
woul d not be subject to the 12 percent reduction now
pr oposed?

MR, FORBES: Gkay. The total current emi ssions
fromthe reduction exenpt units that | earlier gave
percentages for is 9.73 tons per day.

And just to clarify, that's the tota
current em ssions as you asked the question

MR. TREPANIER  And those are the -- and those
are the em ssions for those who the Agency expects to
seek an exenption under 205.405?

MR, FORBES: Correct; except that for BAT, we
have no idea as to the nunber or emission |evel for
those. It includes -- that estimate includes our
estimate for fuel conbustion, exenpt, MACT, FESOP,
and LAER sour ces.

MR TREPANI ER: What woul d be the -- what woul d
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be the greatest amobunt of emi ssions that could be
exenpted fromthe reductions given the exenptions
that are provided in the proposal ?

MR FORBES: Well, as | said, we really have no
idea in terms of BAT at this point who nmight choose
that route, so | can't answer that. W do not have a
nunber for that. W do know that the total
em ssions, as | just stated, 9.73, would be from
sources that seened to currently nmeet the provisions
of the exenption part of the ERVS rule.

MR, TREPANI ER:  Ckay. Moving on to Question
22, for sources that opt to accept the voluntary
15-ton limt, what's the potential pollution increase
over current em ssions that these sources in
aggregate coul d make w t hout purchasing a single ATU?

MR, FORBES: Gkay. The potential increase over
current emissions fromall 75 of these sources
choosing this option would be .69 tons per day.

MR TREPANIER  How has this been factored into
the Agency's projection or analysis that the program
Wi Il reduce enissions to allow the 1999 ROP to be
met ?

MR, FORBES: As previously stated, the Agency

is determned that the maxi mum |l oss to ERVS from al |
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75 sources relying on this option is .75 tons per
day. A small ampbunt of contingency of reductions has
been included in the program between three to four
tons per day to account for sonme of the
uncertainties in the projection such as the degree of
participation by sources with this option

MR, TREPANIER: Okay. And to follow up on
that, is it then your estimate that it could be an
increase in .75 tons per day contingent on a scenario
that some 20-ton emitters are going to opt for a
15-ton limt?

MR FORBES: Right. If we are talking
em ssions, not em ssion reductions, that was an
increase of .75 -- or, no .69 -- excuse ne -- for al
of the sources participating in the program

MR, TREPANI ER:  What woul d you anticipate --
what woul d be the -- what's the potential increase
over current emi ssions if none of the emtters who
currently exceed 15 were to choose to go bel ow 15?
VWhat if just the emitters that are under 15 chose to
take the 15 CAAPP and then enitted at the 15 CAAPP?

MR, FORBES: In other words, not taking the
full range of 10 to 20, but sinply looking at 10 to

157
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MR, TREPANI ER:  Yes.

MR FORBES: | don't recall the exact nunber,
but it was not nuch different than, as | said, .69
tons per day increase. It was -- about 90 percent of
t hat nunmber would reflect the 10- to 15-ton per

season group.

MR, TREPANI ER: A 90 percent greater nunber?

MR FORBES: Yes. The enissions fromthose
sources, okay, over the current em ssion |evel would
be about 90 percent of the .69 nunber, and 90 percent
of .69 would represent that group between 10 and 15
tons per season.

MR, DESHARNAI S: Does the Agency have any
addi ti onal response?

MR FORBES: No, | don't think so.

MR, TREPANIER: Did you say that there were
53 emtters between 10 and 15 tons?

MR FORBES: | didn't say the specific nunber.
There's 75 in total between 10 and 20. And | don't
recall exactly how many were between 10 and 15, but
the majority were within that range, you know. That
was not specifically -- that was not specifically
asked in the prefiled questions, so | didn't retain

that particul ar nunber; but the majority of the
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sources were between the 10- and 15-ton |evel.

MR, TREPANIER: | think a fair reading of ny
Question No. 22, the first question, is that that's
the information that's sought. The question asks for
sources that opt to accept the voluntary 15-ton
limt; what is the potential pollution increase over
the current em ssion that these sources in aggregate
coul d make without purchasing a single ATU?

And the nunber that you gave ne was one
t hat assuned that sonmebody that was emitting at 20
tons is now going to accept what amounts to a 25
percent reduction when this programoffers themto
accept an 18 percent reduction and opt up

MR, FORBES: You know, we could re-figure
that. | think there's two points here.

First of all, there's a |ot of
uncertainty as to what sources are going to choose.
W& have no idea what a particular decision is by a
source, whether they will participate or they won't.
W' ve had sources in the small range say they will
partici pate, and they won't choose the 15. W' ve had
others that are slightly higher than that that say
they will participate. So it's a matter of

trying to choose, you know, a conservative approach
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W t hought we were choosing a conservative approach
We could re-calculate it.

The point is the | oss of productions from
not including those sources is at a naxi mum ar ound
.75 and .8 tons per day. That's very snmall in
conparison to the total reduction that we are getting
of 12.64, | believe, which was in the TSD

MR, TREPANI ER:  Okay. M question is going to
what is the potential pollution increase over current
em ssions that these sources in aggregate could nake
wi t hout purchasing a single ATU? They are not
polluting at 15 tons now. They nmay be polluting at
10, and they may increase their pollution [evel by 15
percent by selecting that w thout purchasing a single
ATU. So | think the question actually, you know, is
very clear, you know

The information that I am seeking is, you
know, how nuch total could these sources that opt for
this exenption increase their pollution?

MR FORBES: | think I was answering your
qguestion, but the range | used was 10 to 20. |If your
question is from 10 to 15, we can provide that
information. | don't have that broken out that way,

so |l can't tell you what that nunber is. But, again,
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I will just restate that the pollution increase,
potential increase, over current enissions from al
of those sources choosing that option we cal cul ated
to be .69 tons per day without getting a single ATU

MR, TREPANI ER:  And that includes sone type of
a -- you are figuring in sone type of reduction
pollution at the same time, are you not, in that
figure fromthe 20-ton emtter reducing their
pol I uti on 15-tons?

MR FORBES: Correct. Fromthe 15 to the 20
t hey woul d be going down. So there's a slight
decrease. But, as | nentioned, what | recall the
nunbers to be, the mgjority of it, was an increase,
that is, a .69 ton increase was a majority from10 to
15. But to get that specific, that narrow range,
"Il have to re-cal cul ate those nunbers for you.

MR, TREPANIER: And is there any reason to
believe that a polluter with -- a 20-ton polluter
woul d accept a 15-ton limt rather than doing the 18
percent reduction?

MR FORBES: Well, as | have already stated,
during the course of our outreach neetings, there
were sources in that size range who indicated they

woul d prefer to opt out of the programto take that
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ki nd of reduction to avoid the conplications of the
trading system So we have to believe that there are
sources that will do that.

MR, TREPANI ER:  And just shortly, maybe if you
could explain in what way is it easier for that
person who takes a 15-ton Iimt rather than an 18
percent reduction?

MR FORBES: | can't answer that. |'mnot sure
that it would be easier one way or another. | think
it would depend on the sources' situations as to
whi ch they woul d prefer.

MR, TREPANIER: Is either of themactually
opting out of the program either of these
exenpti ons?

MR FORBES: Well, yes, both. Either one would
be opting out of the options that are contained in
the ERMVS rul e.

MR, TREPANI ER:  And both are conparable in
opting out; they both opt out in a conparable way?

MR FORBES: | believe so.

MR TREPANIER  So there would be no reason for
someone to take the lower limt than the 18 percent?

M5. SAWER: (Obj ection; argunentative.

MR SUTTON: | think I got an answer to his
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guestion, if you want to give it a shot.

The person is sonewhere between 15 and
20 tons who just cones in as part of his baseline
determ nati on says | amgoing to accept a 15-ton
l[imt, he doesn't have to go back and | ook at what
his actuals were to do his 18 percent reduction. He
just basically says | amwlling to live with a 15
percent reduction. |If that's a level of work he
wants to take, he could do that.

And then we will incorporate that in his
Title 5 permit and nake himlive with that 15-ton
l[imt; but in the alternate, he would have to go back
and determ ne what his baseline was and then show
the 18 percent reduction was achi eved and then go
forward. So there's a difference in |evel of the
flexibility of his application.

MR TREPANIER: | would like if the Agency
woul d provide that information that | think Question
22 sought, and that's for those who could -- who have
em ssi ons under 15-ton who opt into this program and
if they emit at their maxi mnumlevel, what woul d be
the total increase then?

MR, DESHARNAIS: M. Forbes, would you be able

to provide that information?
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FORBES: Yes.

DESHARNAI S:  Thank you.

2 3%

TREPANI ER.  That was Question 22.
MR, DESHARNAIS: Mving on to the next set of

pretrial questions, we have, again, fromM.

1283

Trepanier, your prefiled questions, handwitten pages

-- Page 11, Questions 1, 2, and 3. Have these been

previ ously addressed?

MR, TREPANI ER:  kay. Taking ny question from

the second to the last page of ny prefiled questions,

regardi ng Exhibit 6, which also is referred to as

Tabl e 4-4, Page 35 of the technical support docunent,

does the Agency's projection of 105 tons per day in
line one reflect the nunber of sources that would
variously opt out the exclusions?

M5. SAWER: W al ready answered that.

MR DESHARNAIS: Yes. | had asked the
guesti on, have these already been asked and
answered. | have them narked.

M5. MCFAWN. Did you ask these yesterday? W
are | ooking at No. 6 yesterday.

MR TREPANIER | believe | asked about these,
and they were deferred to the technical support

docunent until we deal with the technical support
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docunent. | had asked sone questions earlier, and
they started to lead to this point, and then they
were deferred.

MR FORBES: I'll just answer the question

The projection of 105 tons per day of
em ssions for ERMS represents only those
participating sources and their em ssion units
subject to the reduction program It does not
i nclude -- the 105 nunber does not include MACT
LAER, FESOP, or fuel conbustion units excl uded per
the ERMVS rul e.

MR TREPANIER  And does the 105 -- does that
represent that no sources woul d accept the 15-ton
[imt or exenption?

MR FORBES: That's correct.

MR, TREPANI ER:  Second question, does the
92-ton per day figure in |ine one assune that every
source subject to the rules will reduce their
em ssi ons in aggregate above 12 percent?

MR FORBES: It assunes that the group of
participating sources in aggregate will reduce the
total em ssions by 12 percent. It nakes no
assunptions as to who specifically will reduce their

em ssions by 12 percent, who will reduce in excess of
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the 12 percent, and who will not reduce the purchased
ATUs fromthe market.

MR TREPANIER In clarification, earlier when
you nentioned the .69, the nunbers that were
devel oped regardi ng expectation on the 15-ton limt
per day, that nunber is not reflected in the 92?

MR FORBES: That's correct.

MR, TREPANIER: So for your best -- to your
best know edge, that nunber would properly be at 917

MR FORBES: Wuld it probably be 917

MR. TREPANI ER:  Properly be 91 given your
expectation at a .69-ton per day, reduction is not
goi ng to occur because of the 15-ton exenption?

MR FORBES: | would say no. W don't know
what that nunber is going to be just |ike we are not
sure who is going to choose 18 percent reductions,
whi ch woul d be in excess of the 12 percent that we
are asking for in the ERVS rule, which would provide
even greater reductions than what we have incl uded
here.

So those two options are options that
exist, and it's really not possible to identify
whi ch ones or who is interested or will choose them

On the aggregate or the whole, we don't believe it
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typically changes the estimtes that we have incl uded
here.

MR TREPANFER Wuld it be true that even if
one 10-ton -- even if one emtter between 10 and 15
tons were to take the 15-ton exenption, then that 92
nunber would be smaller?

MR FORBES: It would be slightly, very
slightly smaller.

MR TREPANIER  And for each emitter that
further selects that exenption, that nunmber would
al so becone smaller again? O that nunber woul d
beconme | arger, actually, wouldn't it, that 92?

MR, FORBES: Because the reductions would be
| ess, we would see less reduction. It would go down
slightly because that's the em ssions from sources
that woul d be subject to the ERVS program the
participating sources excluding em ssion units
excl uded under the provisions of the ERMS rule. So
if they opted out, then that would -- the reduction
for themwould be very slight. It would be 12
percent of a very small nunber, which would go down
very smal |

MR TREPANIER  Does the 160 under the 1999

calling for point sources, does that nunber reflect
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the potential for those who accept the 15-ton limt
exenption to emt at 15 tons?

MR, FORBES: Could you be specific as to what
table you are referring to and what --

MR, TREPANIER: This is Table 4-4 on page 35 of
the TSD and was entered as Exhibit No. 6.

MR FORBES: Gkay. So you are referring to the
poi nt source sector, the 190 tons per day under the
1999 year?

MR, TREPANIER: Yes. M chart says 160 under
1999.

MR FORBES: Right. It's 160 for the year 1999
and it's for point sources?

MR, TREPANI ER:  Yes.

MR, FORBES: Could you ask me your question
agai n?

MR, TREPANIER  Does that nunber 160 refl ect
the potential em ssions fromthose sources that can
opt in for the 15-ton limt?

MR, FORBES: Yes. This includes all point
sour ces.

MR TREPANIER Does it include their actua
em ssi ons and what year?

MR, FORBES: It's our estinmate of those
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em ssions in 1999.

MR, TREPANI ER:  And when you are estimating
em ssions in 1999, is that your best estimate as to
what you believe their em ssions will be or the
potential that they could be given their 15-ton
limt?

MR, FORBES: It's our best projection of what
actual em ssions will be for those sources in 1999,
actual em ssions.

MR TREPANIER  So | understand that if those
with a 15-ton limt were to in great nunber enmit at
an anount higher than they do now and even up to
their 15-ton limt, that 160, that that nunber would
clinmb?

MR FORBES: Well, no. There is already
applied in that category sonme growth we discussed the
other day for growth and em ssions between 1996 and
1999.

MR, TREPANI ER:  The Agency said they were going
to provide that information. Have you made progress
on that?

MR FORBES: As a matter of fact, | |ooked | ast
ni ght; and what we have included between 1996 and

1999 is approximately three tons per day of em ssions
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grow h over and above existing em ssion | evels.

MR, TREPANI ER:  The three tons per day, what's
that as a percentage of the total em ssions from
this?

MR, FORBES: Total em ssions of point
sources --

MR, TREPANI ER:  Yes.

MR FORBES: -- total em ssions of
nonatt ai nment areas?

MR TREPANIER  What is the nunber of the total
em ssions from point sources than in 1999?

MR FORBES: It's 160 tons per day as shown in
the chart.

MR, TREPANIER:  And then three tons per day of
growm h, is that where the Agency has made al | owances
for the likelihood, the eventuality, that as the
emtters select their highest polluting years, the
hi ghest two of the past three, and receive allotnents
greater than their average pollution, is that where
the Agency is accounting for that in that three tons
per day grow h?

MR FORBES: That nunber that we have included
is atypical inventory required elenment in all SIP

i nventories. You have to account for expected growh
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for growth in stationary sources in the Chicago
nonattai nment area, and that's a quantity that we
have estimated that that will anmount to. And it
could be for mnor source growmh; it could be for

non-maj or nodifications; it can be for all sorts of

things that would tend to increase em ssions. That's

what that estimate represents.

MR, TREPANI ER: Okay. | have a question that

earlier was mssing that's specifically on this issue

on that growth, and that was Question 18. | don't
believe that's been reflected in the outline, but I
woul d I'i ke to ask that question.

MS. SAWER: Question 18 from what ?

MR. TREPANIER: My prefil ed questions.

MR, DESHARNAIS: [I'msorry, M. Trepanier
Have you asked the questions that were listed? D d
you get through Question 3? | lost track

MR, TREPANIER: | think there is just one
guestion remai ni ng there on Page 13.

MR, DESHARNAIS: So you wish to go back to
this question before we go on to that?

MR, TREPANI ER:  \Vel | --

M5. SAWER:  You al ready asked No. 18.
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MR, TREPANI ER:  As you woul d have ne, | am
willing to. | don't believe that No. 18 has been
asked nor answered.

M5. SAWER:  You asked it.

MR, TREPANIER: | think that the Agency j ust
now gave that information regarding the answer we
just received regarding the three tons per day of

growmh. | don't know how Question 18 coul d have been
answered when that -- when the three tons per day
answer wasn't avail abl e previously.

M5. SAWER: The question doesn't even ask
t hat .

MR, DESHARNAIS: M. Trepanier, before we go
on, could we finish the questions that are on the
list, and then we will take any remaini ng questions
on the section that are not reflected on the |ist.

So we would finish out your Question 3 on Page 11 and
then nmove on to your Question 10 on Page 12. (kay.
Then we will take any renmai ni ng questions at that
time that have not yet been addressed.

MR, TREPANI ER:  kay.

kay. Does the 105 tons per day
accurately reflect each source selecting their worst

pol luting years as baseline?
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MR FORBES: Well, | think we provided an
answer yesterday. You asked this question, but |et
me try to answer it again.

As stated in the TSD, an accurate ERVS
em ssions baseline will not be known until al
participating sources have filed their ERVS
applications and have the baselines established
accounting for the variables of the program

The Agency believes that the estimates it
has made are sufficiently accurate to denonstrate the
benefits of the program and to show that ERMS al ong
with the other reduction nmeasures proposed for the 3
percent ROP plan in the first ROP target |evel for
1999. The Agency has afforded sone contingency in
its plans to account for the uncertainty inits
basel i ne estimates, but we believe these are
representive em ssions for what baselines will be.

MR, TREPANI ER:  And that contingency, is that
the three tons per day?

MR FORBES: No. The contingency that | am
referring to is the small additional anount of
reducti on over and above what is absolutely needed to
meet the ROP target level. | think we stated that

between 4 and 5 tons per day if we achieve all of the

L. A REPORTING - (312) 419-9292



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

1293

reductions fromall the various point area and | oca
sour ce reduction neasures.

MR, TREPANIER: Is the 4 to 5 tons per day
contingency, that's on top of the 3 tons per day that
you have already estimated for growth?

MR FORBES: Yes.

MR. TREPANIER: And that 4 to 5 tons per day,
is that contingency contained in that the Agency is
seeking a 12 percent reduction?

MR FORBES: Yes.

MR, TREPANIER: Since 1 percent is going to the
ACVA, does that nean that the 2 percent is -- that
2 percent of the reductions is 4 to 5 tons per day?

MR FORBES: I'msorry. | didn't hear the |ast
part of that, that 2 percent is --

MR, TREPANI ER:  Since the proposal seeks a 12
percent reduction, the ROP is for 9 percent, 1
percent is going into ACMA, does that nean the 2
percent -- does that reflect -- is that the 4 to 5
tons per day?

MR FORBES: Ckay. | think -- yes. | think
that would reflect that.

MR, DESHARNAIS: Okay. W are not addressing

the final questions on the technical support docunent
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fromM. Trepanier.

As an advance notice, | amjust letting
you know, we are going to change the order of the
guesti ons sonewhat. Before going on to the questions
on proportionate share and the general questions
listed on the Agency's sheet, we are going to go back
and finish up the questions on Section 205. 320 t hat
were held over fromyesterday. So this will be after
we finish M. Trepanier's questions.

M. Trepanier, | believe you were on your
Question 3. Was there anything additional on that or
have we finished up your Question 3?

MR, TREPANI ER: Wi ch question did we | eave off
on?

MR, DESHARNAIS: | believe we were up to your
prefiled question handwitten Page 11, No. 3.

MS. SAWER We went past No. 3. W are on
10, right?

MR, DESHARNAIS: Okay. W finished 3. W are
up to 10; is that your understandi ng?

MR. TREPANI ER:  Was the answer to the question
regardi ng the 105 aggregate by the source's slightly
wor se pol luting baseline; was that a no?

MR FORBES: Well, | answered the question. |
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think the answer -- the best answer | could give is
if you want a yes or no would be yes. W believe
that 105 reasonably represents the em ssions for
basel i ne considering the fact that we don't know what
the baseline is and will not know until the ERVS
applications are submtted.

MR, TREPANIER: So that the No. 105 -- just to
be clear because this information is inportant for
the case, for the presentation that I want to make,
this 105 does not account for the fact that the
emtters are directed to choose their worst polluting
years; is that right?

MR, FORBES: 105 represents our best
cal cul ati on of what em ssions will be fromthose
partici pants.

MR, TREPANI ER: That's from 1996, right?

That's current |evels of em ssions?

MR FORBES: Yes.

MR, TREPANIER:  And 105 actually is -- that's
em ssions fromsources that are subject to this rule?

MR FORBES: That's correct.

MR, TREPANI ER: So where does a projection get
made? Were is the uncertainty that you are bringing

into that nunmber? From where arises the uncertainty?
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MR, FORBES: | think you asked the question
regardi ng uncertainty of your concern for selecting
their worst polluting years as baseline.

MR TREPANIER  So does the 105 reflect current
em ssion |levels for those affected sources?

MR, FORBES: 105 tons per day reflects our
estimate of what ERMS participating sources
em ssions, actual em ssions, would be in 1996.

MR, TREPANIER: Okay. | amfinished with that
guesti on.

MR, DESHARNAI S: That was Question 3?

MR, TREPANIER: That was Question 3.

M5. MCFAWN. M. Trepanier, you have to speak
up. W have the el going behind us.

MR, TREPANI ER: Okay. That was Question 3.

MR, DESHARNAIS: Also, just before we go on, as
a general matter, because we are running short on
time, it may be necessary today to limt followup
guestions in order to enable us to get through the
guestions that have been prefiled which are entitled
to priority. So if |I dolimt questions, that's the
reason because we are going to try to get through the
pretrial questions today, if possible.

M. Trepanier, your Question 10 on your
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Page 12, pl ease.

MR, TREPANIER  What assurance is there that
the target |evel of VOM em ssions from point sources
will be net if the cap is not known?

MR FORBES: As in the case with historical
conventional tool based SIP plans such as the 15
percent progress plan, there is no assurance or
guarantee that the target |level of em ssions will be
reached. However, the Agency's analysis is shown
that point source em ssions have continued to
decrease from 1970 t hrough 1990 and beyond.

Si nce basel ines nust reflect recent
actual em ssions adjusted to represent the | atest
em ssi ons through 1996, enission baselines wll
not -- are not expected to exceed the actua
em ssions. Again, the Agency has afforded sone
contingency in its plan to account for the
uncertainties in its baseline estinates.

MR, TREPANIER: Did you just say you expect
that the baseline is not going to exceed the actua
em ssi ons?

MR FORBES: It's our estimate that it would
not. But as | also said, that there are

uncertainties in all of the various provisions of the

L. A REPORTING - (312) 419-9292



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

1298

rule. So to the best of our ability, that's what our
firmhopes it will be.

MR, TREPANI ER:  See, your sunmary of attai nment
scenario, that scenario doesn't figure in BAT
exenptions, does it?

M5. SAWER: W answered that.

MR SUTTON:  BAT.

MR FORBES: Right. It does not take into
account BAT, B-A-T.

MR, TREPANI ER:  Should | go back and pick up
Question 18 regardi ng that nodeling of growh?

M5. SAWER: Ckay. Didn't you ask that
guesti on yesterday?

MR, TREPANI ER:  Yesterday, we did -- | asked
Question No. 17 yesterday.

M5. SAWER: And then you went on to ask 18.

M5. MCFAWN  Did M. Ronai ne answer that
guesti on yesterday?

M5. SAWER  Yes, M. Romai ne did.

M5. MCFAWN. Coul d he give a brief synopsis?

Thank you, M. Romaine.

MR, DESHARNAIS: M. Trepanier, could you

pl ease read the question into the record before

M. Romai ne's summary?
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MR, TREPANI ER:  Okay. Question 18 is a
continuation of Question 17.

No. 17 asks, does the Agency believe that
no new sources subject to the proposed rule will be
cited in Chicago prior to the year 2003 and what is
the basis of this belief?

I go on to Question 18. If your belief
i s based upon an anal ytical nodel, why do you believe
this nodel reliably can forecast the citing of VOC
emtting facilities?

MR ROVAINE: My belief is not based on a
nodel . My belief is based on ny experience.

MR, TREPANI ER: I n your experience, has there
been a situation -- I amnodi fying nmy question -- has
there been a circunstance where a sellable right
m ght be granted for a facility that's cited after
the rule is adopted?

MR ROVAINE: | think that's obvious. W are
di scussing a program where ATUs are a comodity and
ATUs may be transferred between sources. And the
nmost conmon way to transfer things in our econony is
by selling them and buying them

MR, TREPANIER: My question is going to --

since your belief is not based on a nodel, but on
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your own experience, has your experience included a
situation, a circunstance, such as this where a
sellable right mght be granted for a facility done
after the rule is adopted?

MR ROVAINE: Well, | don't have any experience
after the rule is adopted. The rule isn't adopted.

MR, TREPANI ER:  Wsat |'mtal ki ng about here
when | say a rule is adopted, | am speaking to those
experiences that you are speaking of. | amreferring
to your experiences, in your experience, when you
built up, you know, your experience in forecasting
these citing of VOC emitting facilities.

MR ROVAINE: Well, ny experience is extended
to today's date

Under the historical programresource

review, there is conceivably circunstances where
em ssion offset credits could be transferred between
facilities, yes. That has not been a conmon case. |
don't know that it's ever occurred with an actual new
source review project comng forward with the
construction permt where they actually had to rely
on those offsets that they attai ned from anot her
party.

MR, DESHARNAIS: Okay. W are going to nove on
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at this point.

The next question that we are going to
address in order to finish up the questions directed
to particular sections, | believe that the ERVS
Coalition had questions deferred from yesterday on
Secti on 205. 320.

M5. MHELIC. Correct. And could we go off the
record for a second?
(Di scussion had off the
record.)
M5. MHELIC. Tracey Mhelic with the ERVS
Coal i tion.

Question No. 1 in our questions that were
filed yesterday on February 10th, if in Decenber 1995
a facility renoved a piece of equipnent which had 55
tons of actual em ssions per ozone season during 1994
and 1995 wi th new equi pnment which has 40-ton
potential annual em ssions which by 1999 had three
years of actual em ssions data which were for 7 tons
on average per ozone season, how would this source
calculate its baseline allotnment em ssions?

And | guess a clarifying question that
we have di scussed is, would the source be given

ATUs based upon 55 tons, 7 tons or both?
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MR ROVAINE: Well, you have described a
circunstance where | believe this new eni ssion would
be considered a pending project. | think you are
suggesting that this new unit received its
construction permt prior to January 1, 1998. As a
pendi ng project, the new unit would receive an
all otment based on its em ssions after it had been
operational for three conplete ozone seasons. It
woul d have a permt that would limt it to 24 and a
half tons. On an annual basis, that would convert to
some seasonal equivalent Iimt. |If youdid it sinmply
on a straight proportion, it would be 10.2 tons per
season. So at nost, a new em ssion woul d receive
basel i ne em ssions of 10.2 tons per season. And the
actual amount of baseline em ssions would be
determ ned on how it operates during the first three
years.

As we have set up the proposal, there is
no requirenent in this case to adjust the em ssions
fromthe existing em ssion unit. You have descri bed
the existing em ssion unit as having 55 tons of
actual em ssions, so the baseline em ssions would be
at least 55 tons converted -- no -- 55 tons. | don't

know i f we have described yet whether there is
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vol untary over conpliance involved yet.

M5. MHELIC. That woul d be under question --

MR ROVAINE: |If there were voluntary over
conpli ance, then the nunmber woul d be higher than 55
t ons.

MS. MHELIC. Which takes us into Question
(b).

If the old piece of equipnment controlled
em ssi ons beyond that required by applicable rules in
1996 so that it would have emitted 65 tons on average
per ozone season, then sinply conplied with the rules
and the over-controlled was achieved after 1990,
could the source obtain ATUs based upon this 65 tons
per season fromthe ol d equi prent?

MR, ROVAINE: Yes. Assuming that there is, in
fact, voluntary over conpliance that there was an
i nprovenent made to that existing em ssion unit since
1990 that has resulted in an emi ssion |evel that
goes beyond the applicable rules effective in 1996.
M5. MHELIC. Question (c), what if the new
equi prent al so over-controll ed em ssions so that
actual em ssions at 1996 RACT |evels and the sane
| evel production would be

65 tons per season?
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And to clarify this question, could it
recei ve ATUs based upon 65 tons per season?

MR ROVAINE: No, it could not.

M5. MHELIC. Wy not?

MR, ROVAINE: As | have explained, it is
constrained by the construction permt; and the
construction permt effectively inposes a seasona
[imt on the em ssions of the new unit to make sure
that that new unit would not constitute a major
nodi fi cati on.

M5. MHELIC. So it would be constrained to the
10.5 tons we tal ked about earlier if that were truly
t he seasonal em ssion allotted?

MR ROVAINE: That's correct. It would be
constrained -- | think it was to 10.2 tons per season
at nost as the baseline emssions fromthat unit.

M5. MHELIC. Going on to Question (d), if the
same facility also renmoved simlar equipnent in 1997
whi ch had ozone seasonal em ssions of 35 tons,
replaced it with new equi pnent -- and for the purpose
of this question, replaced it and rebuilt the new
equi prent in 1997 -- which in 2000 has 6 tons average
ozone seasonal em ssions and has potential annua

em ssions of 40 tons per year; and in order to avoid
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new source review, took a construction and operating
permt limt of 24.5 tons per year, how would this
permt emssion limtation affect the source's
baseline allotnment, if at all?

MR ROVAINE: Ckay. | think we have to | ook at
this exanple a little bit nore closely. You are
descri bing a circunstance where the facility
originally had a construction pernmt for one nore
unit that allowed it to emt 24 and a half tons.
It's now coning with a second new unit al so all owed
to emt 24 and a half tons or which it's pursuing a
24 and a half ton limt. The conbination of those
two projects would be a total of 49 tons per year
You have described those two projects so that they
are cont enpor aneous.

So the sinple, | guess, thing that
beconmes apparent is that the source would not have
received this construction permt sinply to emt 24
and a half tons per year. It would have had to rely
upon netting. It would have had to provide sone
cont enpor aneous decreases in em ssions at the source
so that the net increase in emssions, just these two
projects, would be less than 25 tons per year. M

assunption would be that, in fact, they did rely on
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netti ng based on the em ssion or the equi prent that
they renmoved in 1997, which has been described as
havi ng seasonal em ssions of 35 tons.

If | go through the netting exercise, 24
and a half tons of annual em ssions is equivalent to
10. 2 tons of seasonal em ssions. Presumably then
this source conmtted to reducing the em ssions from
the simlar equi pmrent by at least 10.2 tons. That is
necessary to get the permt to use this equi pnment, so
it would not be entitled to the full 35 tons of
em ssions fromexisting unit as baseline.

Playing with those nunbers, it would only
be entitled to 24.8 tons of seasonal em ssions. So
it will receive 24.8 tons of seasonal emnissions as
t he baseline for that existing piece of equipnent
t hat has been replaced. Then it would, again, go
t hrough the pendi ng project analysis for the new
unit. At nost, the new unit woul d receive baseline
em ssions of 10.2 tons. That's the seasona
equi val ent assum ng that's the production, 24 and a
hal f tons per year

M5. MHELIC. So | guess (e) is answered in the
sense that the source would | ose some ATUs fromthe

renoval of the old equi prent under the netting
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exerci se?

MR ROVMAINE: | think in the way you are
| ooking at it, yes. The fact that they come in with
a new project that relies upon netting does have
consequences for the baseline em ssions fromthe
exi sting em ssion that would not be entitled to
receive the full historical em ssions fromthat
equi prent that has been elimnated if, in fact, you
have accepted a conmtnent pursuant to the new source
review to reduce sone or all of these emnissions.

M5. MHELIC. Can | ask one quick foll ow up
guestion to his answer?

MR DESHARNAIS: Go on.

M5. MHELIC:. What if the source's baseline
em ssions fromthe old unit were 40 tons considering
any over conpliance of that unit with applicable
rules in 1996, would the source get credit for the 5
tons of over-conpliance in its allotnment?

MR, ROVAINE: In the scenario you' ve
described, I would say no; that effectively the new
source review netting exercise resets or establishes
a new | evel of em ssions that is required for that
existing unit. It would not be possible at that

point intime to try to pick up voluntary
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over-conpliance. 1It's no |onger recognized as a
consequence of a new source review.

M5. MHELIC. Question (f), if a source
repl aces equi prent after 1996 with new equi pnent
which emits significantly | ess em ssions per season
will the source | ose 20 percent of em ssions from
t he repl acenent of the old equipnent?

MR, ROVAI NE: Because you have nentioned 20
percent, | assune you are asking a question
concer ni ng the shutdown provision?

M5. MHELIC. Right. |Is this considered a
shutdown, | guess Question (a), even if the change in
equi prent is a true replacenment project?

MR, ROMAI NE:  No.

M5. MHELIC. So it would not |ose the 20
per cent ?

MR, ROVAI NE: The shut down provision would not
be rel evant.

M5. MHELIC. And just Question (g), when the
rules refer to source shutdowns, is the Agency
referring to the facility as a whole or individua
em ssion units?

MR ROVAINE: W are referring to the facility

as a whol e.
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M5. SAWER: Are we now noving to the
guestions that you held over for Dave Kol az?

M5. MHELIC. No, not to ny understandi ng.

Are we?

MR, DESHARNAIS: Let's go off the record for a
m nut e.

(Di scussion had off the
record.)

MR, DESHARNAIS: Ms. Mhelic?

M5. MHELIC  Yesterday | was aski ng questions
regarding pernmt limtations for major new sources.
In attenpts to clarify ny questions and not put in
specific nunbers, | amtrying to ask nore general
guesti ons today.

Wth respect to the questions deferred
fromyesterday, if a participating source has nmade a
maj or nodification at its facility and has taken an
annual plant-w de em ssions CAAPP in a new source
review permit to avoid LAER having internally offset
the em ssions fromthe new unit, will the Agency
convert this annual limt to a seasonal limt when
i ssui ng ATUs?

MR, ROVAI NE: You have described a situation

where the new source review permt establishes a
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constraint on the operation of the plant. It would
be a 1996 effective requirenment. 1t would have to be
addressed and established on the baseline em ssion.

M5. MHELIC. And how will the Agency conduct
this conversion or howw !l it be done?

MR. ROVAI NE: The conversion would have to
consider, first, what limts are placed in the
permt, whether there are, in fact, any limts that
exist on a nmonthly basis. |[If there are not Iimts on
a nmonthly basis, then the question would be what is
the distribution of em ssions between the ozone
season and the non-ozone season. W are assuning
that to be determ ned by | ooking at the em ssions
and the plant as generally provided for the baseline
em ssions determ nation.

M5. MHELIC. If a source has nmonthly limts
due to new source review -- due to the new source
review permit rules, will the Agency be willing to
convert nonthly permt limts issued in new source
review pernmits to seasonal limts; to clarify the
guestion, to be nore consistent with the ATU seasonal
em ssion all ot nent?

MR ROVAINE: | think the sinple answer is no.

That we will consider changes for new source review
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purposes as related to what is necessary for federal
enforceability of potential emt requirenments for the
construction permt, but we have not contenpl ated
simply changes for purposes of sinplifying operation
in the ERVS.

MR, SUTTON: And going along with that,
historically, the U S. EPA has not accepted the year
l[imts as source review, and they have been at a
m ni mum nmonthly. So you probably add and wil |
continue to see nmonthly limts if not nore
frequently.

M5. MHELIC. Wth respect to the questions we
just asked about permt limts, they were with
respect to offsetting, internally offsetting.

If a source took simlar Iimts because
it netted out a new source review, would the answers
be the sanme, that we took a plant-w de em ssions
CAAPP because you netted out; that would be converted
to seasonal em ssions?

MR. ROMAI NE:  Yes.

M5. MHELIC. Wuld allow ng the source to
internally offset em ssions as required or as all owed
in Section 203.301 on a seasonal basis be consistent

with the Agency's position that offsets under other
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sections of the new source review rules need only be
on a seasonal basis?

MR ROVAINE: It would be consistent with the
general interpretation we have been taking to the
Clean Air Act. However, that is not sonething we
have di scussed with the U S. EPA, so we are not sure
how t hey woul d respond.

M5. MHELIC. If a source has obtained in
internal offsets to avoid LAER or has taken
reductions in em ssions for netting purposes from
specific individual units at the facility, could the
source have separate permt linmts for the units from
whi ch the reductions were obtained in the new
source -- let's refer that as a group A source --
and a separate Iimt for other units at the facility,
group B sources?

MR ROVAINE: That's a possibility. It really
depends how the new source review permt was actually
crafted. M experience at least in terns of offset
type permits is that the offset pernmits that we have
dealt with, the ones that specifically cone to m nd
did address total plant emissions. | amnot quite as
famliar with netting permts. There are nore of

them and there may be nore of a variety of those the
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way those have been prepared.

M5. MHELIC. And if a source had these types
of permit limts, one for the group I was calling the
group A sources and one for the group B sources,
could a source obtain separate allotnments for these
separate groups of sources?

MR ROVAINE: W haven't contenplated a system
where there would be any distinction nade between
allotment trading units fromdifferent sources or
different emission units. W are sinply saying
allotment trading is allotment trading.

M5. MHELIC. So if this source -- if the group
A sources, which are the sources from which the
reductions are obtained in the new source, that it
met its permt limt, but the group B sources
exceeded their -- exceed the allotnent of ATUs for
the facility or something as a whole -- I"'mtrying to
separate out that if you had an allotnent for one
source and an allotnment for another source, the new
source review type units nmet their emssion limts,
but the other sources exceeded, | guess, their
emssion limts or exceeded their allotnent, could
they go purchase ATUs and be considered in

conpl i ance?
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MR, ROVAINE: |In the hypothetical situation
expl ai ned, yes. If they instruct that, we could
carry that through.

MR SUTTON: | think as a point of
clarification, the whole facility will assign ATUs.
There will be various ways that you have to show your
actual em ssions for all the units, but you can use
the ATUs assigned you in any fashion that you want.
So you don't have to carve themfromgroup A to group
B

So, in your exanple, if your group A
group had | ess emi ssions than they needed, actually
projected, and your group B had hi gher ones, but were
still within the permt limts, they could in
conbi nati on be resolved with the ATUs assigned to
you.

M5. MHELIC. My a source net out of resource
review by netting its seasonal em ssions only?

MR, ROMAI NE:  No.

M5. MHELIC. Wy not?

MR, ROVAI NE: The procedures for netting are
specified by the Clean Air Act in terns of tons per
year. There are also specific U S. EPA regul ati ons

that establish what is credible or not credible. The
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provi sions deal wth contenporaneous tine periods.

We do not believe it's going to be possible to try to
convert the provisions for netting that apparently
explicitly set forth in federal regulations on a
seasonal basis.

M5. MHELIC. And have you discussed this issue
with U S. EPA?

MR ROVAINE: U S. EPA Has discussed this issue
with ne. They expressed concern that the
applicability provisions for new source review not be
changed as a consequence of the em ssion reduction
mar ket system

M5. MHELIC. No further questions. Thank you.

MR, DESHARNAI'S: Thank you.

kay. The next questions that we are
going to address are questions for M. Kolaz which
are due to our understanding that he will not be here
for the next set of hearings.

I's that correct?

M5. SAWER: W weren't planning himto be
here.

MR, DESHARNAIS: W are going to start with
qguestions from Ms. Elizabeth Ann fromthe Board

staff.
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M5. ANN: | was just wondering if you could
tell me the difference between | apsed, retired,
pendi ng, and expired ATUs.

MR KOLAZ: Well, an expired ATUis one in
which its life has cone and gone and has not been
used to retire excess enissions froma seasona
al | ot ment peri od.

As stated in the regul ations, the nornal
age of an ATUis two seasons. So in that particul ar
circunstance, if a source or a participant does not
choose to retire that ATU, then it will expire. It
will no | onger be avail abl e.

And a | apsed ATU -- and maybe a
clarifying question would be, are you referring to a
specific part of my testinony?

M5. ANN:  Yes. On Page 8, you reference | apsed
ATUs, so | was just wondering what they were.

MR KOLAZ: Let's see. Gve ne just a nonent
to refresh ny nenory here.

That particular termis not used in the
rule specifically; but in the part of the rule
dealing with the ACMA, it does allow -- it does all ow
the Agency to enter into transactions that are not

al  owed by normal participants.
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For exanple, we can use expired ATUs to
reconcile withdrawal s of ATUs fromthe special access
conmponent of the ACMA. And that termlapsed is the
termthat we really use to apply to expired ATUs.

M5. ANN:  That you are going to use when you
need nore ATUs in the ACVA for special access?

MR KOLAZ: Right.

M5. ANN:  So then are retired ATUs just ones
t hat anyone, either a conpany or facility has or
someone purchases, either an environnental group or
school or something, and they just decide those are
not to be used anynore?

MR KOLAZ: That's correct.

M5. ANN:  And then pending ATUs?

MR KOLAZ: Well, pending ATUS woul d be an ATU
t hat has been designated as one that is going to be
the subject of a transfer agreenment. So, in other
words, two parties have entered into a buying and a
selling arrangenent. Prior to the tine that that
transaction actually occurs, we will flag ATUs as
pendi ng the actual transfer so they are not the
subj ect of any other transfer agreenent.

MR, DESHARNAIS: Okay. M understandi ng now

is that the ERVS Coalition al so had questions
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specifically refiled and directed to M. Kol az.

MR SAINES: That's correct.

VMR DESHARNAIS: We will address those now.

MR, SAINES: These questions are in Section 23,
testinmony of Agency menbers, and they start right at
t he bottom of Page 22.

M5. MCFAWN. Before you begin, ny notes
i ndi cate that Questions 5 through 11 have been
answer ed.

M5. SAWER:  Questions 5 through 12.

MR SAINES: That is correct. And, in fact, we
are going to be withdrawi ng Questions 2 and 3, so we
are really asking Questions 1(a) and (b) and
Questions 13 through 16 here.

kay. Question 1, where in the proposed
regul ations is the, quote, account reconciliation
el apsed period from January 1 through March 31 of
each year, end quote; define or explain?

MR KOLAZ: That termis not defined or
expl ained in the regul ations.

MR, SAINES: GCkay. Then that |eaves nme to sub
(a), if not, define or explain in the proposed rules,
what is it?

MR KOLAZ: Well, that's atermthat | used in
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nmy testinmony to describe the period of tine that

i mediately follows the reconciliation period where
no further transactions are allowed to reconcile

em ssions fromthe previous season, and it's the tine
that the Agency will be working to issue excursion
conpensation notices and entering into -- validating
transactions that occurred |late in Decenber as we

di scussed earlier today.

The Agency will allow transfer agreenents
up through the end of the day on Decenber 31st, so we
will be reconciling those transacti on agreenents.

MR, SAINES: Ckay. Sub (b), does the Agency
intend to amend the proposed rules to include a
definition or explanation of the, quote, account
reconciliation | apsed period, end quote?

MR KOLAZ: | don't believe that any
nodi fication i s needed.

MR SAINES: Ckay. As | stated earlier, we
are going to withdraw Question Nos. 2 and 3. In
addition, we'd like to withdraw Question No. 4, and
we will proceed to Question No. 13 of Page 24.

On Page 7 of your testinony under the
Section entitled, quote, baseline allotnent

al l ocation, end quote, what is an, quote, em ssion
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rate for each component year?

MR, KOLAZ: That phrase was intended to refer
to the specific ampunt of emnissions fromeach of the
years that are used to establish the baseline. So
each of those years is referred to a component year
that is, a conmponent of the baseline.

MR, SAINES: Ckay. Question 14, on Page 10 of
the testi nony under the section entitled, quote, ACNA
account, end quote, is direct access equivalent to
regul ar access as defined in Section 205.610(b) of
t he proposed rul es?

MR KOLAZ: Yes.

MR SAINES: Question No. 15, what are the,
guot e, designated sources, end quote, nentioned in
t he above section?

MR, KOLAZ: Those are sources that have been
gi ven approval to have regul ar access to the ACVA
account .

MR, SAINES: Question 16 on Page 9 of the
testinony under the section entitled, quote, account
of ficers, end quote, what is an expedited tracking
pl an?

MR KOLAZ: In the Section 205.520 of the

rules, there is a provision that allows a source to
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request an expedited processing of an application for
an account officer, and it's our intention to flag

t hose situations where a source is asking us to
expedi te our approval of an account officer

MR, SAINES: Just a quick clarification, when
you say flag, what do you nean by flag?

MR, KOLAZ: Sone type of indication that this
particul ar application request has been asked to be
expedi t ed.

MR, SAINES: Ckay. Thank you.

MR KOLAZ: [I'Ill nmention maybe to provide a
little clarification that the expedited provision is
under 205.520 paragraph (d), and that m ght explain
it alittle bit nore in detail.

MR, SAINES: Thank you.

MR, DESHARNAIS: (Okay. That concl udes the
remai ni ng questions directed to M. Kolaz. W wll
now go back to the Agency's list of prefiled
guesti ons, those questions concerning proportionate
share begi nning with questions from Tenneco.

M . Forcade?

MR, FORCADE: Yes. Thank you.

Question No. 1 on Page 37 of our January

27t h subm ssion, does the em ssion data in Table |
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titled 1970 to 2000 Chi cago VOM Em ssi ons Summary of
the Exhibits for the Illinois EPA's Air Quality
Strategy Presentation Table 1 include only sources

wi thin the Chicago nonattai nment area or does Table |
i nclude all sources within 25 miles of the Chicago
nonatt ai nment area?

MR, FORBES: Table | includes only
ant hr opogeni ¢ VOM emi ssions within the Chicago ozone
nonatt ai nment area.

MR FORCADE: It includes none outside of the
Chi cago ozone nonattai nnment area?

MR, FORBES: None.

MR FORCADE: | would strike Question 2, strike
Question 3, strike Question 4, strike Question 5,
stri ke Question 6.

On Question 7, | would ask the question
itself, but not the subparts.

VWhat are the 1990 emi ssions from non- ERVS
participating point sources?

MR FORBES: The 1990 emnissions for non-ERVS
participating point sources is 112.

MR FORCADE: One one two?

MR, FORBES: (One one two tons per day.

MR, FORCADE: Tons per day. And | would strike
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the remai nder and go to Question 8.
VWhat are the 1990 emi ssions from ERVS
participating point sources?

MR FORBES: 201.

MR, FORCADE: 201 tons per day?

MR, FORBES: Tons per day.

MR FORCADE: | would strike the renai nder of
Question 9 -- excuse me -- of Question 8.

And Question 9, what were the 1970 and
1990 emi ssions and 1996, '99, and 2007 em ssions
generated by direct conbustion units designed and
used for confort heating purposes, fuel conbustion
em ssion units, and internal conbustion engines in
t he Chi cago nonattai nnent area?

MR FORBES: The 1990 emissions fromsuch units
in the entire Chicago nonattainnent area is 5.17 tons
per day. The '96 emi ssions are estimated to be 5.50
tons per day. The 1999 emissions are estimated to
be 5.62 tons per day. The 2007 em ssions are
estimated to be 5.94 tons per day. And data is not
avail able for us to determ ne the 1970 emi ssions from
those units.

MR, FORCADE: Fine. Thank you.

Did the Agency perform-- this is
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Question 10 -- did the Agency perform an anal ysis of
the proportionate share of direct conmbustion units
designed to be used for confort heating purposes,
fuel conbustion em ssion units, and interna
conbusti on engi nes?

MR FORBES: No, we did not.

MR, DESHARNAIS: Okay. The next prefiled
guesti ons concerning proportionate share cones from
the ERVS Coalition, Questions 2, 3, 4, 5, 6, 7, 8,
and 9.

M5. MHELIC. At this time, 1'd also like to
ask Question 1 because that question was deferred.

M5. SAWER: No, that question was objected
to, and the objection was sustai ned.

M5. MHELIC. On Page 394 of the transcript
fromthe first two days --

M5. SAWER: But then when you asked it again,
we objected and it was sustai ned.

M5. MHELIC. As to what does proportionate
share nean?

MS. SAWER  Yes.

M5. MHELIC. | have in here that it was
directed to M. Mathur.

M5. SAWER: You asked the question on -- | am
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trying to think of the date -- the 2nd or 3rd -- or
3rd or 4th, and it was objected to, and the objection
was sustained. W answered the question, and you
were asking it again and again. And it was --

MR, DESHARNAIS: Okay. Let's see.

M5. MCFAVWN.  Are you tal king about --

MR, DESHARNAIS: Is this Question 1, genera
concerns, sub (a), traditional forms of regul atory
relief, Question 17

MS. M HELIC  No.

MR, DESHARNAIS: Ckay. Wiat's the page numnber?

M5. MHELIC. This is on Page 7, Section (b).

It's in Section 4(b), Question 1 -- or 3(b) -- I'm
sorry, | was |ooking dowmn the row -- 3(b), Page 7,
(b) 1.

M5. MCFAVWN. Can we just go off the record for
a mnute?

(Di scussion had off the
record.)

M5. MHELIC. These are not our prefiled
guestions. These are the questions that have been
revised, so they are Questions 2 through 9 in
Section -- that have been nodified in Section (b),

3(D).
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Question No. 2, did the Agency cal cul ate
proportionate share based upon a |l evel of zero
controls on all sectors, the controls existing at
stationary sources in 1996 or sone other baseline
year ?

MR, FORBES: The Agency based its cal cul ation
of the proportionate share on the |level of em ssions
for sectors, all sectors, in 1996, inclusive of al
projected controls required through 1996.

M5. MHELIC. Can you read back that answer?
I"mnot sure | understand it.

(Record read as requested.)

M5. MHELIC. To clarify your answer, so the
proportionate share was based on 1996 forward, not
1994 forward; correct? The proportionate share
nunbers you have given in the past were based upon
1996 control s forward?

MR FORBES: 1996.

MS. MHELIC. Question No. 3 has been asked and
answer ed.

Question No. 4, what are the enission
reductions in terms of ton per season required in
i mobi | e area sources from 1996 to 19997

MR, FORBES: Gkay. The Agency has not
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cal cul ated i nmobi |l e area source emnissions on a tons
per season basis since their quality in the Clean Ar
Act rate of progess requirenents are based on ozone
season weekday em ssion units expressed in tons per
day.

The ERMS programis unique in its use of
a seasonal control period. Consequently, the Agency
has converted the ERMS programreductions to a tons
per day basis to evaluate and denonstrate that ROP
requi renents are being net.

On that basis, the area i mmobile source
reductions called for in the ROP plan are 13 and 34
tons per day respectively from 1996 through 1999.

M5. MHELIC. Wat is the proportionate share
of inmobile sources for nmeeting the 1999 goals in
terns of tons per season? That's Question No. 5.

MR FORBES: As stated, we have not cal cul ated
the em ssions on a tons per season basis; but on the
basis of tons per day, the proportionate share for
i mobi |l e sources based on the 1990 rate of progress
goal is 31 tons per day.

M5. MHELIC. And if you just multiplied that
out by the days in the season, would you get a tons

per season nunber?
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MR, FORBES: No.

M5. MHELIC. Wy not?

MR, FORBES: Because nobil e sources don't
act uniformally from hour-to-hour, day-to-day,
season-t o- season.

M5. MHELIC. Question No. 6, your answer would
be the same as 4 and 5, is that correct?

MR FORBES: No. 67

M5. M HELIC.  Uh- huh.

MR FORBES: Wth respect to tons per season,
that's correct; but as previously answered by M.
Mat hur on I think it was Page 157 of the January 21st
transcript, the Agency does not know what the
attainment target is yet. Once the Agency has an
overall target, it will be able to determ ne what the
strategy for attainnent should be and thus deterni ne
the proportionate share for attainnment.

MS. MHELIC. W submit that Questions 7 and 8
have been answered by M. Forbes' previous answers.

Question No. 9, how woul d the Agency

assure that stationary sources will not be required
to reduce enmissions to an extent that exceeds their
proportionate share?

MR, FORBES: The Agency believes that by
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design, the ERVS rule will only require a 12 percent
reduction fromstationary sources. As previously
stated, the ERMVS source's contribution to -- well,
actual | y because we changed questions, | should say
the ERMS source's contribution to regi ona

nonattai nment contributions is over 13 percent;
therefore, the 12 percent reduction required in the
rule, the ERVMS rule, along with the Agency's
denonstrati on of the proportionality of the
reduction, we believe it provides this assurance.

M5. MHELIC. And this assurance is only for
the 1999 goals; it is not the assurance for the
attainnment; is that correct?

MR FORBES: That's correct.

M5. MHELIC. And so how will the Agency assure
that stationary sources will not be required to
reduce emissions to an extent that it exceeds the
proportionate share to attain the national anbient
air quality standard for ozone?

MR FORBES: At the tinme that the Agency
conpletes its attai nnent denonstration, that whatever
requi renents, whatever further reductions are
proposed will be reviewed with respect to

proportionate share to assure that that is nmet at
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that tine.

MR, DESHARNAIS: We'll go off the record for a
m nut e.

(Di scussion had off the
record.)

MR, DESHARNAIS: M. Mhelic, you indicated you
wi shed to ask your Question No. 1. \What we are going
to do is let you ask that the Agency give your
response, and that will be the end of it. No further
foll owup, and we'll put the question to rest.

M5. MHELIC. Ckay. Wat does proportionate
share nean?

M5. MCFAWN. Can you read those two questions
t oget her ?

M5. M HELIC. What does proportionate share
mean? And then a foll ow up question to that was,
does it reflect one-third reductions fromstationary
area i mobil e sources respectively?

MR FORBES: |'ll answer that.

The Agency believes this to nmean the
amount of reduction needed from each em ssion sector
based on each sector's percent contribution
projected em ssions, and the reductions bei ng sought

fromthose em ssions. |t does not nean equal shares
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of reductions or one-third and one-third and
one-third for point area i mobile source sectors
respectively.

Further in context of Section 9.8(c) of
the Act, the Agency believes that proportionate share
shoul d not reduce em ssions for ERMS participants to
an extent greater than their relative contribution
for nonattai nnent area em ssions needed for
attai nnent.

The rel ative contribution of ERVS
participating sources for a total 1996 em ssions is
13.4 percent. The ERMS rule which is not being
sought for attai nment purposes, but only for the
first 3 percent rate of progress period, requires a
12 percent reduction from ERVS partici pating sources.

MR, DESHARNAIS: Ms. Mhelic, if you have any
further followup on that question, if you are
unhappy with it, you can address it further in
testinmony or in subsequent conments.

M5. MHELIC. | have no further questions at
this tine.

MR, DESHARNAI S: Thank you.

We'll go on to the general questions

begi nning wi th questions from Tenneco, questions 1
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t hrough 14.

MR FORCADE: Right. W would nove to strike 1
through 5. | think they have been answered.

No. 6, there are state rules in other
parts of the country addressing area sources. Wy is
t he Agency not attenpting to adopt simlar rules in
conjunction w th ERVGB?

MR FORBES: I'll answer that. Actually, the
Agency is seeking to adopt additional area source
regul ations. W have filed a rule that will control
em ssions fromcold cl eaner greasing operations, and
those are our area sources.

MR, FORCADE: Wiy have you not proposed nore
than just the one area source regul ation?

MR, FORBES: As stated in our technical support
docunent, we have revi ewed various categories of
em ssions that we believe would be avail able for
control; and considering the fact of those that have
al ready been controlled either in the 15 percent rate
of progress plan or those that are currently being
control l ed through federal regul ations progranms, we
could identify only this particular -- that is the
cold cleaning greaser rule as being the only readily

avai | abl e category for reductions at this tinme.
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MR FORCADE: We'd like to strike Question 7
and slightly nodify Question 8.

M. Kanerva stated that the ERVS program
is set up such that the facilities know exactly what
the strategy is and where they stand. And |I'm going
to break this into three parts.

Am 1 correct that a few days ago, the
U S. EPA published a notice in the federal register
announci ng that the results of the OTAG group woul d
not be available in their termin recomendi ng sone
action that U S. EPA was going to take on future
reduction in states?

MR, MATHUR:  Your understanding is correct.

MR, FORCADE: Al right. Rather than ne
attenpting to read it, can you briefly sunmari ze what
you believe is stated?

MR MATHUR | think it will help M. Forcade
and the Board if | explain the relationship between
OTAG and ERMS because fromthe questions you have
wi t hdrawn from ot her questions, it is becon ng
apparent that there's a | ot of m sunderstandi ng and
m sconcepti ons about OTAG

As | explained in ny testinony on the

first day of these proceedings, OTAG is an off-shoot
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of a realization in the Chicago area and el sewhere
that there is substantial transport of pollution into
nonattai nment areas. Therefore, nonattainnment areas
by thensel ves are not in a position to provide the
necessary |evel of em ssion reductions to denonstrate
attai nnent.

Consequently, a national air quality
controlled strategy that is evolving is that to
denonstrate attai nnent for ozone, there would have to
be a conbi nati on of regional pollution reductions and
reductions of emissions w thin the nonattai nnent
ar eas.

OTAG is the process that is being
utilized nationally to determ ne what m ght be the
strategy that can be put into place on a regiona
basis. After there is sone understandi ng of what can
or cannot be acconplished by OTAG the Agency wil |
then re-eval uate the degree of em ssion reductions
still necessary in the Chicago nonattai nnent area.

As | have also testified previously, the
only pollutant that we believe will provide ozone
reductions in the Chicago area is VOCs, VOMs.

So the bottomline really is once OTAG

makes its recommendations, we will be in the position
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to determ ne how much VOC reduction is necessary in
Chi cago.

Dependi ng on federal policy, it is our
strategy that once we have established the | evels of
reductions and their inpact in Illinois, we wll
assune that those reductions will go into place based
on either state or federal action and will then focus
our attention on the remaining VOC reducti ons
necessary in Chicago.

VWhat EPA has done in the | ast several
weeks is to informstates that they intend to send
states SIP call notices which is essentially a letter
to the state telling the state that their ozone
attainment plan is deficient; and that based on OTAG
and any other information that EPA has, they will be
requiring of states the necessary reductions to
achi eve the regional pollutant reduction strategies
that hopefully are the ones that have been devel oped
by OTAG

So what M. Forcade referred to was an
EPA advance notice of proposed rul emaking that is
providing the states with notice that such SIP calls
shoul d be expected in the future.

MR, FORCADE: Do you have any information as to

L. A REPORTING - (312) 419-9292
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what U.S. EPA's intentions are in the SIP call letter
with respect to the anount of VOC reductions that
will be required in the Chicago ozone nonattai nnent
area or any other area nationally?

MR, MATHUR. M. Forcade, as | explained, the
SIP calls would be for the purposes of addressing
regi onal em ssion reductions and reduce boundary
ozone. Wat needs to be done in the Chicago
nonattai nment area will not be a part of that SIP
call. It will be left for the state to determ ne
after it has understood the inpact of these regiona
reducti ons.

MR, FORCADE: Do you have any indication from
U S. EPA in any form whatsoever as to the nature of
the VOC reductions that would be necessary and the
boundary areas?

MR MATHUR  No.

MR, FORCADE: Are there any witten docunents
describing what is going to be in the SIP call letter
that you are aware of except those contained in the
federal register notice?

MR MATHUR  No.

MR, FORCADE: Do you have any gui dance from

U S. EPA on what states can do to achi eve what ever
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in the SIP call letter?
MR MATHUR  No.
MR, FORCADE: Is there

information circulating wthi

any additi onal

n OTAG to hel p explain

how this policy that U S. EPA has announced will be

i mpl enent ed?

MR, MATHUR: No. Those policies will cone

from
MR FORCADE: But as of
witten docunments that you ar

MR MATHUR: That's cor

now, there are no
e aware of ?

rect.

MR, FORCADE: kay. We would like to strike 9

t hrough 14 and have our fina
M5. SAWER  Your fina

MR FORCADE: It's call

guesti on next.
guestion --

ed final question

M5. MCFAWN. On Page 14 of his prefiled

guesti ons.

M5. SAWER W didn't

i ncl ude that because we

t hought it had an economc spin to it, and we wanted

to hold it over for the econom c testinony.

MR FORCADE: Fi ne.

VMR, DESHARNAI S: W'l

nmove on to the prefiled

qguestions fromDart, Questions 4, 6, and 11
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VMR NEWCOMVB: M. Newconb on behal f of Dart.
Questions 4, 6, and 11 have either
been asked and answered or | amgoing to voluntarily
actually withdraw Question No. 6 for the Agency's
benefit.

MR, DESHARNAI'S: Thank you.

kay. Continuing with the Agency's |ist
of prefiled questions, we have the questions from
M. Trepanier, Questions 1, 2, 3(c), 4, 5, 6, 20.

MR, TREPANIER: Okay. | amgoing to wthdraw
Question No. 26 and those two that follow that, and
"Il ask 1, 2, 3(c), 4, 5 and 6.

Question 1, did the Agency hold a general
public neeting during the devel opnent of this
proposal to invite public environnmental concerns
regarding this proposal; if not, why not?

MR, ROVAI NE: As explained by M. Kanerva
during the devel opment of the training program
within the | ast several years, the Agency has net
with various interested persons and groups at
different tinmes in different foruns.

Over the last year while we were
devel opi ng our rules, we distributed drafts of the

proposal to the interested parties. These activities
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were part of the Agency's outreach efforts on the

em ssi on reduction market system and they were
focused on obtaining feedback and suggestions on the
proposal. These activities did not include holding a
general neeting at which the Agency woul d be present
to hear public comments on the Agency's draft

proposal . Thi s was because the Agency's outreach is
not the sane as rul enaking.

Rul emaki ng i s what the Board is doing
with the Agency's proposal. They are formal
requi renents for the public participation activities
associ ated with rul emaki ng, including specific
requi renents for notice, holding of hearings,
schedul i ng of comment periods. These activities are
mandat ed by state and board rul es.

Agency outreach, on the other hand, is a
| ess formal process of seeking input and feedback on
a proposed Agency action

MR, TREPANI ER:  The Agency provi ded vari ous
i nterested groups. How did the Agency descri be
t hese?

MR, ROVAINE: W have conpiled lists as part of
our Cean Air Act forum of people that were

interested in ozone attai nment planning in this area.
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MR TREPANIER  And besides the list for the
Clean Air Act forum is there another mailing |ist
devel oped for this proposal ?

MR, ROVAINE: | amnot specifically sure how
the outreach mailing list was devel oped. That is the
outreach mailing list for initial distribution for
the proposal to interested parties.

MR, TREPANIER: Earlier in the proceeding, the
Agency was asked to bring forward the mailing lists
t hat were devel oped during the rul enaki ng. Has that
been acconpl i shed?

M5. SAWER: | don't renenber agreeing to
that. | renenber it comng up, but | don't remenber
the actual resolution of the issue.

MR, TREPANIER: M recollection is the first
days of hearing, the Board nmenber of the forum asked
that the Agency would bring forward these mailing
lists to resolve the question of what mailing |ist
was used.

M5. MCFAVWN. Well, | don't have the transcript
here with ne. Let me interject here.

Does the Agency have an objection to
bringing those mailing lists to this proceedi ng?

M5. SAWER: W don't have an objection. |'m
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not sure that it's particularly rel evant.

M5. MCFAWN: | question the relevancy of it
too, but maybe you would just like to supply it to
M. Trepanier.

M5. SAWER: Ckay. That's fine.

M5. MCFAVWN. Wbul d that be satisfactory?

MR, TREPANI ER:  Thank you.

Question 2, is it Agency policy to notify
t hose who request notice during the devel opment of a
certain proposed regul ation when and if the proposa
is presented to the Pollution Control Board; if not,
what is the Agency's policy upon public invol venent
and rul emaki ng?

MR, ROVAINE: As a procedural matter, we are
not required to notify people when we file a
repertory proposal with the Board. This is because
the Board's formal procedures serve to notify people
that the Board has taken on work on a regul atory
proposal . However, if individuals specifically ask
the Agency to notify themwhen we file the proposed
rule with the Board, we will attenpt to acconmodate
them This will be done as a conmpn courtesy.
However, such a request would be a special request.

By that, | mean that there may not be a specific
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notice list Iike the service list for the Board's
rul emaki ng. Instead, the Agency will be relying on a
list or lists really of nanes put together by
i ndi vi dual staff menbers.

Because of this, to minimze a possible
m sunder standi ng, | would certainly recomend that
i ndi vidual s who do ask to be notified of a filing of
a proposed rul emaki ng make that request in witing to
t he Agency.

MR, TREPANIER: In Question 3, did the Agency
follow their policy of common courtesy for nyself,
Li onel Trepanier, in this case; if not, why not?

MR ROVAINE: | don't know. By your question
apparently you were notified by the Agency when we
filed the proposal. | don't know whether you asked
inwiting to be notified.

In any event, | apologize if we
over|l ooked a particular request and you weren't
notified and you asked to be notified.

MR, TREPANI ER:  Question 3(b), did the Agency
distribute a fourth draft honor of this proposal on
or about July 23rd to whomwas the ERVS mailing |ist
notified?

MR ROVAINE: Yes, we did. W distributed --

L. A REPORTING - (312) 419-9292
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or it's nmy understanding that we distributed the
fourth draft to a list of companies, trade

associ ations, environmental groups, and it provided
detail ed feedback where it otherw se denonstrated
significant interests in the proposal. W did not,
however, notify the total outreach mailing list.

MR, TREPANI ER:  Question 4, does the Agency's
supporting docunmentation filed with the proposa
state that environnmental groups are, quote,
substantially in agreenent with the Agency, unquote,
on this proposal ?

MR ROVAINE: | think that's what coul d be read
into the supporting docunmentation. | think I'd have
to clarify that we are not necessarily saying that
they are in agreement with all the details.

For exanple, as notified in ny -- as
noted in my own testinony, certainly there is not
agreement on the concept of shutdowns and how t hose
woul d be dealt with. | think, however, that we would
believe that there is general agreenent that the
em ssi on reduction market system does provide a
vi abl e approach to further reduce VOM em ssions and
that it cannot be used to relax or undo existing

control requirenents.
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MR, TREPANI ER:  Thank you.

Question 5, what organizations are these?

MR. ROVAINE: The ones that come to mind for ne
that | definitely know were involved were the
Envi ronnental Defense Fund. They were involved in
the design team And | also believe there have been
ongoi ng di scussions with the Anerican Lung
Associ ati on.

MR. TREPANIER: Followi ng up, is that the
environnental group referred to that was
substantially in agreenent with the Agency on the
pr oposal ?

MR ROVAINE: | think those were the two
specific groups that we were referring to. Citizens
for a Better Environment | think was invol ved as
well. | don't think they played as significant a
role in the discussion as those two groups.

MR TREPANFER Did Citizens for a Better
Envi ronnent give a comment on the proposal ?

MR ROVAINE: | don't remenber seeing witten
coments from them

MR, TREPANI ER:  Ckay. I'll withdraw Question
No. 6. That's not necessary. Thank you.

MR, DESHARNAIS: M. Trepanier, it also lists
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Question 26. Has that been addressed?
M5. SAWER: Yes. He just withdrew that.
DESHARNAI S:  Ch, | thought that was No. 6.

SUTTON: He withdrew that earlier

5 3 D

SAWER: Earlier.
But there was anot her question that -- or
two ot her questions we have here from M. Trepanier

One is, | believe, starts in your testinony on Page

MR, TREPANIER: | withdraw that question

M5. SAWER: Ckay. Then the final one we have
is | think fromhandwitten questions. There is a
guestion, where is Appendix A

MR, TREPANI ER:  What | could do, | could maybe
address that off the record because 1'd like to get a
copy of it.

M5. MCFAWN. Maybe at the close.

MR, TREPANI ER:  Yes.

M5. SAWER: | do have a revised copy of
M. Kanerva's exanpl e.

MR, DESHARNAIS: You want to substitute this
for the previous?

M5. SAWER  Yes, that would be fine.

MR, DESHARNAIS: Is there any objection to
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substituting the revised version of M. Kanerva's
testinmony for exanple -- for Exhibit 477

Ckay. We will make that substitution

Are there any other matters that need to
be addressed at this tine?

kay.

MR, FORCADE: |Is there going to be a revised
errata sheet? | understood the errata sheet had sone
m nor corrections.

M5. SAWER: Yes, there is going to be one. W
had a little difficulty with the conputer

MR, DESHARNAIS: Okay. | believe that there
are sone additional questions for the Agency's
wi tness from Elizabeth Ann

MS. ANN:  Just a coupl e questions.

For the 1999 target |level, how are you
going to know i f you've met that |evel considering
that nost of the emissions fromfacilities are in
tons per season when target |levels are tons per day?
Are you just going to add up the tons per day with
rule effectiveness or without as is listed in
Appendi x E? Does that nmake sense?

MR FORBES: Yes. | think the answer to your

gquestion is we would -- stationary sources in the

L. A REPORTING - (312) 419-9292
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ERMS program not all point sources will be in the

ERMS program but for those that are participating,
we will as in Index E convert their em ssions from
tons per day and take the rest of the em ssions of

the stationary's point source category in tons per

day along with nobile source estimates for 1999 and
areas estinmates for 1999.

W will be required to carry out a new
inventory. Part of the Cean Air Act requirenents
are that the states do nmi|estone denonstrations to
denonstrate that they do, in fact, neet their target
| evel s. What EPA has typically been requiring is
t hat states have sonewhere between a year and a hal f
to two years after the end of the target year to
conpil e that new inventory and then denonstrate that
t hey have achieved their target level. So that's
what we woul d anti ci pate.

M5. ANN:  So you are just going to add up the
tons per day to get the tons per season to get in the
target |evel ?

MR. FORBES: Right.

M5. ANN:  Ckay. Let's say you' ve nmet the 1999
target level, figured out that you' ve net that |evel

so then to neet the target |evel that was cal cul ated

L. A REPORTING - (312) 419-9292
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for 2002, would you then have to reduce again
basel i ne em ssions?

MR, FORBES: Wat you are asking really is nore
to the solution to the attai nnent denonstration
requi renent.

Once we do know all of the things that
M. WMathur described as needing to be done with
regard to OTAG background | evels, the final
determ nations for attainnent for Chicago, we will
have to re-assess what that target -- well, the
target |level essentially is set, but we will have to
re-assess what em ssions are and what the renaining
reduction requirenments will be at that tine and
develop a new submittal that will include all the
necessary further reductions needed.

M5. ANN:  Ckay. Also, M. Kolaz, when | was
tal ki ng about | apsed ATUs, you said that they
referred to possibly using expired ATUs for special
access into ACVA

VWhen woul d you use expired ATUs for a

speci al access?

MR KOLAZ: Well, in ny testinmony -- | don't
have t he page nunber in front of ne -- but in ny
testinmony, | nmentioned that at the end of each ozone

L. A REPORTING - (312) 419-9292
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season, we would transfer expired ATUs into the

ACVA.  And under the proposed rule under -- on Page
51, it's 205.610(e) -- Section E generally, but

par agraph (e) (1) specifically, it nmentions that one
of the options the Agency has to offset ATUs
forwarded fromthe foll owi ng seasonal allotnent is to
of fset these by crediting expired ATUs.

So in the exanple that M. Kanerva gave,
he gave an exanple of finding 30 tons of new
reductions. But, for exanple, if we found at the end
of the reconciliation period that there were the
equi val ent of 30 tons of expired ATUs that were not
used to retire ATUs, we could also offset that credit
anount by those expired ATUs.

M5. ANN: Ckay. | think I"'ma little confused.

MR KOLAZ: (Okay. Let's use M. Kanerva's
exanpl e where we had requests for special access to
the ACVA, and the circunstance, let's assune, is one
where everyone nmet -- the person nmet their criteria.
| mean, they showed that they needed these to
reconcile their em ssions fromthe precedi ng year,
they made all the proper show ngs, and they asked for
a credit of 550 ATUs. W would advance those 550

ATUs fromthe foll ow ng seasonal all otnent.
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M5. ANN:.  Ckay.

MR, KOLAZ: Under that Section (e)(1)
mentioned to you, it says we can offset these ATUs by
crediting any expired ATUs fromthe transaction
account fromall ERMS participants to the ACVA after
the end of the reconciliation period.

So there m ght be a conpany who had ATUs
t hat woul d expire Decenber 31st if not otherw se
retired. So what we are going to do is take al
these expired ATUs after Decenber 31st and use those
to offset any advances to this ACMA under the special
access provision, if you see what | nean.

M5. ANN:  Ckay. So instead of |ooking for a
new way to reducing em ssions somepl ace else as in
M. Kanerva's exanple, you would have just taken 300
ATUs that were expired and put themfor special
access for the follow ng year that you took the ATUs
fronf

MR KOLAZ: That's correct.

MR ROVAINE: If | may interject, that that act
shoul d be sufficient to nake the special access to
restore the systemso that it isn't necessary to
debit the next year's allotnent to the ACMA. You

woul d still be under a general obligation to take

L. A REPORTING - (312) 419-9292
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what ever funds we got from special access to al so
take those funds and al so acquire additional em ssion
reductions. That note would excuse us fromthe
obligation to use whatever funds were required.

M5. ANN. So if you went and took all the
nmoni es from ACMA and you couldn't find any ways to
reduce em ssions el sewhere, then you woul d use the
expired ATUs to, let's say, replenish the anount for
regul ar access for the followi ng year that you took
out for special access for the prior year?

MR, KOLAZ: You know, | think actually that
confuses two things. There could be a situation --
and several of the questions over the |ast day or two
tal k about this -- there could be a situation where a
conpany chooses for whatever reason not to sell their
excess ATUs. The situation | use, | nean, the nore
i deal situation would be that the conpany with the
300 excess ATUs would sell themto that person that
needed themto reconcile their em ssions. One of the
provi sions of acquiring the special access to the
ACMVA is that the conmpany denonstrate that they could
not acquire themon the market.

So certainly one of the things we would

do would be to | ook to the electronic bulletin board
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of the ACMA, and we night even choose to actually put
out a notice that, you know, here's a conpany that
needs 300 ATUs; is soneone willing to sell them So
hopeful |y that woul d be enough to get those ATUs

bef ore they woul d expire.

But nmy point is if a conpany for whatever
reason chooses not to sell, but at the end of the
season we have forwarded the equival ent of 300 ATUs
fromthe foll owi ng season, | nean, the season coning
up, then we woul d take those expired ATUs that a
conpany could have sold to that conpany, put them
into the ACMA, and sell them ourselves to this person
who needed them

M5. ANN:  Ckay. When a conpany at the end of
t he season, you know, says we have 100 ATUs, and it
reconciles with their em ssions, those ATUs are then
expired?

MR, KOLAZ: They are retired

M5. ANN:  They are retired?

MR, KOLAZ: They are retired

M5. ANN:  Ckay. So any ATUs that are used are
retired?

MR KOLAZ: Yes.

M5. ANN:  And ATUs that are expired are never

L. A REPORTING - (312) 419-9292
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used?

MR, KOLAZ: Those are the ones that have gone
unused.

M5. ANN:.  Ckay.

MR, DESHARNAIS: Any additional matters at this
time?

kay. This hearing will be continued on

the record until March 10th at 9:00 a.m That

hearing is expected to continue also on March 11th.
This will be for the purposes of the Agency's
presentation of its econom c presentation

Additionally, hearings are anticipated to
be schedul ed for beginning April 21st for other
participants to present their testinony as
anticipated at the comment period, and these hearings
will extend through May 16t h.

And there are no other matters?

Ms. M helic?

M5. MHELIC. There are a lot of questions that
the Agency has stated it will answer in witten
comments, and I"'mnot sure if we ever decided upon a
date by which those would be submitted

M5. SAWER: | don't think we did.

I"mjust |ooking for ny cal endar

L. A REPORTING - (312) 419-9292
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bef ore the next hearing?

MR FORCADE: Yes.

M5. SAWER: How about

February?

until

M5. MHELIC That's fi

MR FORCADE: Yes.

ence that it's done so

Friday the 21st of

ne with ne.

THE HEARI NG CFFI CER  Ckay. Thank you.

There are no other matters?

This hearing is continued on the record

March 10th, 9:00 a.m

(Whi ch wer

Thank you.

e all the proceedings

had at this tine.)
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STATE OF ILLINO'S )
SS.
COUNTY OF COOK )
I, MCHELLE M DCSE, C.S.R, a Notary

Public in and for the County of Cook and State of
I[I'linois, do hereby certify that the testinony then
given by all participants of the rul emaki ng hearing
was by me reduced to witing by neans of machine
short hand and afterwards transcribed upon a computer
and the foregoing is a true and correct transcript.

| further certify that I amnot counse
for nor in any way related to any of the parties to
this procedure, nor aml in any way interested in the
out cone t hereof.

In testinony whereof, | have hereunto set

nmy hand and affixed ny notarial seal this 24th day of

February, 1997.

Certified Shorthand Reporter
Not ary Public, Cook County, Illinois
C.S.R License No. 084-003420

SUBSCRI BED AND SWORN t o
before ne this 24th day
of February, 1997.

Not ary Public
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