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BEFORE THE | LLI NO'S POLLUTI ON CONTROL BOARD

VOLUME V

IN THE MATTER COF:

EM SSI ONS REDUCTI ON MARKET
SYSTEM ADOPTI ON OF 35 I LL.
ADM CODE 205 AND AMENDMENTS
TO 35 ILL. ADM CODE 106.

RO7- 13
( RULEMAKI NO)

N N N e e e

The following is a transcript of a
rul emaki ng hearing held in the above-entitled
matter, taken stenographically by LISA H BREI TER
CSR, RPR, CRR, a notary public within and for the
County of DuPage and State of Illinois before
CHUCK FEI NEN, Hearing Oficer, at the James R
Thonpson Center, 9-040, 100 West Randol ph Street,
Chi cago, Cook County, Illinois on the 10th day of

February 1997, comencing at 9:20 o'clock a.m
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APPEARANCES:

I LLINO S POLLUTI ON CONTROL BOARD MEMBERS PRESENT:

ELI ZABETH ANN

KEVI N DESHARNAI S

KATHLEEN HENNESSEY

MARI LI MC FAWN

29 5 3 P

JOSEPH i

I LLI NO S ENVI RONVENTAL PROTECTI ON AGENCY MEMBERS

PRESENT:

BONNI E SAWER

Rl CHARD FORBES

BHARAT MATHUR

SARAH DUNHAM

CHRI STOPHER ROVAI NE

Rl CHARD FORBES

GALE NEWION

2 3 %352 30

DAVI D KOLAZ

OTHER AUDI ENCE MEMBERS WERE PRESENT AT THE HEARI NG

BUT NOT LI STED ON THI S APPEARANCE PAGE.
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(Di scussion off the record.)

HEARI NG OFFI CER FEI NEN:  Good nor ni ng.
It's February 10th, not to be confused with sone
other dates. |It's February 10th, and we're
starting the ERMS hearing this nmorning. The
agency has stated that the video conferencing
whi ch was planned for tonorrow afternoon, they
would like to hold until a |ater date.

We had di scussed off the record
this norning those | ater dates. W have deci ded
that March 10th and 11th starting with Dr. Caze's
testimony on March 10th and al ong with Sarah
Dunham for now -- that m ght change -- w |l happen
on that day with questions filing, and we'll use
the 11th as needed.

I will followthis up with a
Hearing Oficer order. This nmorning, | believe,
we had scheduled to start out the norning with the
testinmony from design team nenbers, and they are
present here. So if there's no other matters,
let's start with that.

M5. SAWER: The agency will call its
next three witnesses, Alan Jirik, Bill Conpton and

St eve Zi esnann.
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HEARI NG OFFI CER FEI NEN:  Can we have the

Wi t nesses sworn.
(Wtnesses sworn.)

M5. SAWER: Do you have any particul ar
order you want to go in? W'Ill just start with
St eve Zi esnmann.

MR ZIESMANN: My nane is Steve
Ziesmann. | amthe manager of Corporate
Envi ronnental Services for Abbott Laboratories. |
amtestifying today on behal f of Abbott in support
of the proposed Em ssion Reduction Market System
I have a bachelor's of science degree in chem ca
engi neering fromthe University of Wsconsin,
Madi son, and a naster of science in engineering
fromthe University of Wsconsin at M I waukee.

I ama licensed professiona
engineer in the State of Wsconsin and have been
enpl oyed by Abbott Laboratories since 1992. |
have been involved with the VOMtradi ng design
teamsince its inception several years ago. |[|'ve
al so participated in the Illinois Environnenta
Regul atory Work G oup concerning this issue

Abbott Laboratories is a gl obal

di versified conpany dedicated to the discovery,
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devel opnent, manufacture and marketing of health
care products and services. The conpany is anong
the world's | argest and nost successful
corporations with a presence in nore than 130
countries and worl dw de sales in excess of $11
billion. The conmpany is headquartered in Lake
County, Illinois, and enploys nore than 15, 000
peopl e at several sites in Lake County.

Abbott and many other Illinois
conpanies initially becane involved in devel opi ng
a market-based tradi ng systemwhen the Illinois
Envi ronnental Protection Agency first proposed a
ni trogen oxides trading programin 1993. Wen it
becane apparent that NOx reductions woul d not
reduce ozone levels as effectively as VOM
reductions, several industry representatives
i ncluding nyself agreed to participate with the
agency and several other groups in an effort to
devel op a VOM tradi ng program

The result of alnobst three years of
work by that diverse commttee is before you now
| believe that the trading systemthat has been
devel oped is the best practical solution to an

exceedi ngly conpl ex and serious problem Abbott
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probl em
As a mmjor stationary source of

VOM Abbott realizes that we will be asked to

reduce enissions fromour facilities. Wat Abbott

needs is the flexibility to determ ne where and

how t hose reductions will be achi eved. I n ot her

words, tell us what reductions are needed, give us

a goal and then let us determ ne our best way to
do it.

It should be pointed out that
Abbott, as | believe nany conpani es have, has
al ready elimnated substantial anounts of VOM
em ssions through conpliance with current
regul atory requirenents and pollution prevention
efforts. The renai ning VOM em ssions are
difficult and expensive to reduce further. |
bel i eve that the proposed ERMS rul es provide the

needed flexibility which will allow Abbott and
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other industries to seek out the |east costly
sources to control and will allow the required VOM
reductions to be acconplished in the nost
economni cal and reasonabl e nethod avail abl e.

Rat her than speak in general terns
about what Abbott sees as the benefits of this
rule, I would like to present an exanple that I
think will fairly well speak for itself. Abbott
operates two major manufacturing facilities in the
Chi cago ozone non-attainment area. Both sites are
consi dered maj or sources of VOM as defined by the
Clean Air Act. At the two sites, we have five
separate operating divisions and well over a
t housand i ndi vi dual em ssion points, emtting a
wi de variety of VOM.

W al so have the ability to
manuf act ure hundreds of different pharmaceutica
and health care products at these sites.
Conplicating matters is the fact that many of our
processes are perforned on a batch basis with many
of the sane pieces of equipnment being used for
different products. This situation is quite
different froma conpany that continually

manuf actures the sanme product on dedicated pieces
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of equi prent .

One of the reasons we have so nany
i ndi vidual em ssion points is a result of quality
control requirenments. Air exhaust frommultiple
process em ssion sources cannot be manifol ded
t oget her because of the potential for cross
contam nati on of the products. Additionally, sone
of the exhaust streans may be inconpatible with
other streams thus requiring separate exhaust
syst ens.

This is especially true where the
same piece of equi pnent may be used to manufacture
di fferent products that may generate different air
contam nants. This conpl ex manufacturing
arrangenent nakes it very difficult to design and
efficiently operate air pollution control
devices. A particular piece of equipnment may be
used for product A one week and product B the
next. Product A may enmit one kind of contam nant
whi |l e product B may enit anot her.

Desi gning one air pollution control
device that can handl e both types of contam nants
can be problematic and inefficient, if not

i npossi bl e. The pharmaceutical industry is also
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very sensitive to changi ng market conditions. For
instance, if there is a particularly bad outbreak
of influenza or simlar virus, we may need to

nodi fy production schenmes to allow the production
of nore antibiotics at a particular tine than
originally planned.

Thus, what is especially needed in
our industry is a nmethod for neeting all of our
uni que production and custoner demands while stil
achi eving the overall em ssion reduction goals
required to inprove air quality in the Chicago
area. W believe that ERVMS is that nethod.

Abbott has performed an analysis of the costs of
achi eving the required em ssion reduction goals
under both the proposed tradi ng schene and under a
nore "traditional" nethod.

The "traditional" nethod assuned
that each of our five separate operating divisions
woul d be responsible for achieving their own
reductions, presumably through reasonably
avai | abl e control technol ogy type controls. Since
we are already subject to RACT limts, we assuned
for our analysis that the em ssion | evel which

triggers RACT would be | owered, and the overal
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em ssion renmoval efficiency would be increased.

Looki ng at the types of equi pment
that would potentially be inpacted by this type of
regul ati on, we have estimated that the capita
cost required to reduce enissions at both of our
sites by 12 percent would be between 15 and 20
mllion dollars. This nunber did not take into
account some of the concerns presented above or
even the physical feasibility of installing
control s.

For the purposes of developing this
estimate, we assuned that different air streans
could be manifolded together. 1In reality,
significant precautions wuld have to be included
to address quality control concerns, thus addi ng
to the cost. Also, we assuned the existing
buil di ng structures were capabl e of accommopdati ng
t he physical equipnment required to control
em ssions. By this | nean we assuned sufficient
space was avail abl e for new exhaust and control
equi prent and that existing structures were
capabl e of handling the increased wei ght of new
equi prrent .

Again in an actual situation
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significant extra capital could be required to

i nprove or nodify existing structures. By
contrast, under the ERVMS we have identified
several emnission sources that mght be able to
provi de the needed reductions for both of our
manuf acturing sites. Control devices operating at
around 99 percent efficiency on these sources
woul d cost between two and four million dollars.
Because of the |ocation of sonme of these
particul ar sources, we already know that there is
adequate room and structural capacity to support
the control devices w thout major structural work
or rel ocation of equipnent.

Quality control issues are |ikew se
not an issue because nost of these sources are
dedicated to a single process. Under the ERMS
Abbott would identify which sources can be
controlled with the | east expense and di sruption
to business. The cost to Abbott and to society of
achi eving the sane | evel of em ssion reductions
under the ERVMS woul d be much I ess than what it may
have been under a traditional conmand and contr ol
regi ne.

I would also like to stress the

L. A REPORTING - (312) 419-9292

871



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

i nportance of the market aspects of this rule.
Peopl e are rightly concerned that the em ssion
reduction requirenments of the Clean Air Act have
the potential to restrict or inhibit industrial
growm h in the Chicago non-attainnment area.
Pursuant to the ERVS rule, not only will industry
be required to reduce actual em ssions of VOM but
any future increases in enissions will have to be
of fset by simlar em ssion reductions.

However, what this rule allows is
the flexibility for a conpany to decide where it
can reduce em ssions and the ability to trade,
that is, buy and sell em ssion reductions nmade
t hr oughout the non-attai nment area. Thus, nore
economni cal em ssion reductions can be achi eved
t hroughout the area, and industry will have much
needed options with which to conply with the
overal | reduction requirenents.

Take the case where a particul ar
conpany wanted to i ncrease production but could
not economcally control the proposed increase in
em ssions. Provided that the em ssion trading
mar ket proposed under this rul e devel ops

sufficiently, this conpany should be able to
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pur chase reductions from sonme ot her source that
was able to reduce em ssions nore econom cally.
In this way the conpany is allowed to grow and
beconme nore productive

The source that was able to reduce
em ssi ons recei ves an econom ¢ benefit. The
environnent is benefited by an overall reduction
in VOM em ssions, and the cost of achieving the
requi red em ssion reductions is mnimzed.

Wthout the benefit of this rule, the company

m ght well have decided that it was sinply too
expensi ve to expand operations in the Chicago area
due to the prohibitively high cost of controlling
em ssions. Thus, the |ocal econony woul d have
been deprived of the benefits of the conpany's

gr owt h.

In summary Abbott Laboratories
supports the market-based approach to em ssion
reductions reflected in the ERVS proposal. W
believe that it will provide sone nuch needed
flexibility and will help the State of Illinois
nmeet required em ssion reduction goals in an
efficient and practical manner

M5. SAWER: At this tine we'll proceed
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with the testinmny of Bill Conpton.

MR COMPTON: My name is Bill Conpton.
I'"ma senior environnmental engineer with corporate
environnental affairs, corporate auditing and
conpliance division, Caterpillar, Inc. |[|'ve been
working in the corporate environnental area of
Caterpillar, Inc., for 22 years and have
functioned for the last 15 as the primary
environnental regulatory and |egislative |Iiaison
in Illinois.

My specialty focus is in the broad
area of air quality. Prior to joining
Caterpillar, I was a research associate and
| aboratory director of the Cccupational Health
St udi es Group, Departnment Environnental Sciences
and Engi neering, School of Public Health,
University of North Carolina at Chapel H |l for
two years.

Before that, | spent al nbost 10
years at Syracuse University Research Corporation
the last five as the manager of Air and Water
Pol I ution Laboratory in the Life Sciences
Division. |I'ma nmenber of the Illinois

Envi ronnental Protection Agency's Director's
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Em ssi on Reducti on Market System Design Team
I"mthe co-chair of the Illinois
Envi ronnental Regul atory Group's Em ssion
Reduction Market System Wrk G oup. This group
was established in 1995 to assure that regul atory
| anguage devel oped to inplenment ERVS and enabling
| egislation was fair and equitable to its nenbers,

participated with nenbers and provided a forum for

ot her busi ness groups such as the Illinois
Chanber, Illinois Manufacturer's Associ ation
Chemi cal Industries Council of Illinois and the

Chi cagol and Chanber of Conmerce.

| amhere today to testify in
support of the Illinois EPA proposed Em ssion
Reducti on Market System for the Chicago
non-attai nnent area. Caterpillar, Inc., is
headquartered in Peoria, Illinois. Caterpillar is
the world's | argest manufacturer of construction
and m ning equipnment. Caterpillar's products
range fromtrack-type tractors to hydraulic
excavators, wheel |oaders, backhoe | oaders, notor
graders, off-highway trucks, diesel and natura
gas engines and gas turbines. They are used in

the construction, road building, mning, forestry,
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energy, transportation and material handling

i ndustri es.

Caterpillar is a Fortune 50
i ndustry conpany with nore than $16 billion in
sal es and revenues in 1995. It is one of only a

handful of US companies that lead its industry
whil e conpeting globally froma principally
donmestic base. Wiile 75 percent of Caterpillar's
assets are in the United States, nore than half of
its sales are to overseas custoners. Exports from
the United States reached a record 5.3 billion in
1995, nostly attributed to Illinois. Exports
account for 17,000 Caterpillar jobs in the United
States and nearly 34,000 jobs at Caterpillar
suppliers in the US

Caterpillar has two nmanufacturing
plants |l ocated in the Chicago ozone non-attai nnent
area. The Aurora plant is located in the Kendal
County portion of the non-attainment area. The
plant is primarily an assenbly operation for
excavators and wheel |oaders with sonme conponent
fabrication. Aurora enploys approximtely 3300
peopl e.

The Joliet plant located in WII
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County is primarily a fabrication plant of
conponents supplied to other Caterpillar
facilities. They al so assenble | arge whee

| oaders and excavators. Enploynent is

approxi mately 3400 people. Both Aurora and Joli et
are maj or sources of VOM and NOx, and therefore,
covered by the proposed rule.

Wth these inportant business
assets located in the Chicago ozone non-attai nnent
area, Caterpillar over the years has been
particularly sensitive to ozone regul atory and
policy issues that affect our ability to operate
to business plan. During the last 27 years, we
have adapted to the Illinois EPA approach of
devel oping a state inplenmentation plan for
stationary sources based on "command and control "
strat egi es.

Throughout this tinme period,
Caterpillar had to deal with the devel opnent of
the ever-changing SIP while at the sane tine
conducting several of the nost conprehensive
conpany-w de factory noderni zation prograns in its
history. Caterpillar both nodernized and

mai nt ai ned exi sting operations in addition to
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si mul t aneously i ncorporating design and
operational nodifications to accomnmodate new and
revi sed regul ati ons.

Fortunately, Caterpillar has been
able to neet nost of its business plan schedul es
by keepi ng em ssion increases bel ow significance
| evel and avoi ding tinme-consum ng new source or
maj or nodification reviews. Sufficient existing
internal offsets were available to net out
expected increases in em ssions against
cont enpor aneous actual decreases due to process
elimnation or reductions.

Knowi ng that eventually this
approach is self limting, we have continued to be
receptive to new ideas and prograns. In
particul ar, we have been nost interested in
systens that provide the ability to plan changes
to operations logically, yet allow facilities to
do so efficiently, economically, conpetitively and
on a tinely basis.

Fromthe stationary facility source
standpoint, Caterpillar over the years has
i nvestigated the nyriad of prograns and policy

statenments designed to streamine permtting and
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make growth processes easier, nore efficient and
flexible. Prograns such as bubbling, banking,
tradi ng, econonic incentives, Project XL and
ot hers have never quite functioned as concei ved.
In Caterpillar's view nost of these
proposal s offer limted opportunities for use as
beneficial tools for the Aurora and Joli et
facilities. Froma practical viewpoint, there are
no existing prograns available for Caterpillar's
use that provide additional facility operating
flexibility and permtting process efficiencies.
From t he product perspective,
however, the story is different. Caterpillar has
been participating in an existing USEPA
mar ket - based program Caterpillar took an active
role in the devel opnent of the Heavy Duty Engi ne
Em ssi ons Averagi ng, Banki ng and Tradi ng Program
in the 1987-89 tinme frane. This program
est abl i shed precedents that (1) created incentives
to bring technology with [ ower em ssion rates
pl anned for a later nodel year into production
earlier; (2) allowed continued production of
certain older nodel famlies for which there is a

conti nued mar ket demand; (3) is voluntary, the
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manuf act urer deci des whether or not to
participate; and (4) provides significant benefits
for both the manufacturer and the environnent.

Since ny original testinony was
prefiled, |I've had an opportunity to update
program participation. O the 10 maj or on-hi ghway
heavy duty di esel engi ne manufacturers selling
engines in the United States, two are not
participating in the Averagi ng, Banking and
Tradi ng Program The programis adm nistered by
t he USEPA Engi ne Conpliance Program Group. The
programofficially began in 1990. Banki ng began
with the 1990 nodel year. Averaging and Trading
began with the 1991 nodel year

Caterpillar's experience with this
program has been positive. Caterpillar's
participation has been in the medi um heavy and the
heavy, heavy duty di esel engine categories.
Participation in the particul ate em ssion portion
of the program began in 1990 and the nitrogen
oxi des programin 1996. W have phased out
producti on of targeted engine series in an orderly
manner, net new em ssions standards for new engi ne

series on or before deadlines, satisfied our

L. A REPORTING - (312) 419-9292
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customers and benefited the environnent by
di scounting and retiring credits.

To illustrate the last point
concerni ng environmental benefits, | have attached
two tables prepared by the Caterpillar Heavy Duty
Di esel Averagi ng, Banking and Tradi ng Program
adm nistrator. Table 1 is particulate em ssion
credit summary as of Septenber 23, 1996, for the
years 1990 t hrough 1996. Table 2 is a nitrogen
oxi de enmissions credit sunmary of the sane date.
Since Caterpillar entered the nitrogen oxide
programin 1996, this table represents our best
estimate for this program

Let me explain several terns in the
tables. Credits are defined to be in increments
of one negagram -- and by the way, | have a typo.
The large Min ny prefiled testinony should be
| ower case, which can be -- which can be
translated as 1.101 tons per credit. GCenerated
credits are those credits that nust be created
whi ch, when discounted, will result in a
sufficient quantity of discounted credits to cover
antici pated em ssions fromthe production of

certain older nodels. The programhas a built-in
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20 percent discount which goes to the
environnent. Discounted credits function as the
nodel year baseline, have a three-year lifetine
and are eligible for banking. Credits used in
averagi ng are those wi thdrawn fromthe bank for
use. Credits expired are those unused credits
whi ch have been allowed to expire rather than
bei ng traded.

The particulate matter credit
summary in table 1 shows that a total of 2432.2
credits were generated from 1990 to 1996.
Di scounting over the sane tine period |eft 1946
credits avail able for banking. The di scount
credits anmounted to 486.2 credits, that is, 535.3
tons, were retired to the environnent. Since not
all of the banked em ssions were used, 232
credits, that is, 255.4 tons, were retired from
the program The benefit to the environnent
during the 1990 to 1996 tinme period was the
renmoval of 767.3 credits or 844.8 tons of
particul ate matter

The nitrogen oxi des em ssion credit
summary in table 2 estimtes generated and

di scounted credits for '96 and '97. Caterpillar

L. A REPORTING - (312) 419-9292

882



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

antici pates generating over 7,770 di scount
credits, that is, 8,554.8 tons, of nitrogen
di oxi des which woul d benefit the environment. One
comment mnust be nmade about trading. To
Caterpillar's know edge, no trades have been nade
bet ween engi ne manufacturers. This situation is
t hought to be the result of the small nunber of
participating conpani es and the conpetitive nature
of the engi ne business.

| have represented these details of
Caterpillar's involvenent in the Heavy Duty Engi ne
Aver age, Banking and Tradi ng Program as an exanpl e
of an existing market-based programthat provides
benefit to the environment while affording
flexibility. In recent years it has becone
pai nful l y obvious that the present "command and
control"™ SIP strategy for the Chicago
non-attai nnent problemby itself is not neeting
t he chal | enge.

It seens a logical step that the
Il1linois EPA investigate using a market-based
approach to achi eve the necessary volatile organic
materi al em ssions reductions that, in conbination

wi th schedul ed federal control measures, would
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satisfy the three percent rate of progress
requi renents for 1999. The ERVS proposa
addresses both ROP goal s and proposes a new
em ssi on reduction marketing systemto provide an
addi ti onal nechani smfor VOM reduction

ERMS will not resolve all of the
ozone non-attai nment problens in the Chicago
area. In fact, additional reductions may be
required fromnobile and area sources. ERMS
shoul d, however, go a long way toward establishing
a market - based system designed to provide: (1) an
additional alternate nmeans to neet VOMreduction
goals; (2) a systemthat provides users with the
ability to plan changes to operations logically
and allows facilities to do so efficiently,
econom cal ly, conpetitively, and on a tinely
basis; and (3) a systemthat provides the neans to
meet air quality goals w thout placing an
i nequi tabl e burden on stationary sources as a
cat egory.

From Caterpillar's experience with
t he market - based Heavy Duty Engi ne Em ssions
Aver agi ng, Banki ng and Tradi ng Program and

participation on the ERVS design team|eads us to
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beli eve that the I EPA's proposed Em ssion
Reduction Market Systemis directionally sound.
It's a step toward providing an additional degree
of flexibility that existing regulatories do not
yet provide for stationary sources. |If ERMS s
provided with policy, legislative and regul atory
restraint, it may prove itself workable. It
shoul d provide a | arge nunber of existing sources
with an additional nmechanismto use to nmaintain
conpliance. It should be a wel cone suppl enment to
meet ozone air quality goals and satisfy the
stationary source contribution to VOM reductions.

M5. SAWER: Thank you, M. Conpton.

M. Jirik.

MR JIRIK  Yes, good norning. M/ nanme
is Alan Jirik. | amthe director of regulatory
affairs for Corn Products, a division of CPC
International, Inc. M principal responsibility
i s environnental managenent and conpliance for the
North Anerican operations of the corn wet mlling
division of CPC. M specialty is in the area of
air quality managenment. Previous to joining Corn
Products, | was a consultant directing the air

quality services group of Versar's m dwest
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regional office. | began work in the air quality
field in the late 1970s, a period that spans nost
of the historic RACT proceedi ngs that have
occurred before this board.

I"ma menber of the design team
that drafted the ERVS programthat is the subject
of today's hearing. | amalso a nenber of the Ar
and WAast e Managenent Associ ation, serve as the
vice chair of the industrial water, waste and
sewage group and am a certfied hazardous materials
manager. | would Iike to add a note not in ny
prepared testinony that | also served as the
co-chair of the ERG work group that reviewed and
critiqued this proposed regulation. By way of
background, ERGis an affiliate of the Illinois
Stat e Chanber of Conmerce.

| earned nmy nmasters degree fromthe
University of Illinois at Chicago with an
under graduate degree from Northern Illinois
University. CPCis a Fortune 500 conpany wth
operations in over 63 countries worldw de. CPC
operates a nunber of facilities in the Chicago
area ranging fromthe |arge Corn Products Argo

plant to small food service operations. CQur
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products include well-known brands such as Mazzol a
corn oil, Argo corn starch, Entenmann's bakery
products, Skippy peanut butter and Knorr soups.
CPC empl oys approximately 1,000 people in the

non- attai nment area.

As a nenber of the design team |
was able to provide several different perspectives
for the benefit of the group. CPC has both |arge
and small operations in the Chicago area. In ny
previ ous experience as a consultant, | dealt with
a wde variety of matters for a w de range of
industries. | attenpted to bring this diversity
to the table during our discussions.

The Chicago area i s non-attai nment
for ozone. The program nandated by the federa
government for cities in this condition can be
sinmply stated; inplement controls to reduce
em ssions to achieve the air quality standards.

I mpl enenting this sinple intent has proven
difficult. Reductions on point source em ssions
have been historically achieved through
traditional RACT. At this time the availability
of additional RACT control neasures are extrenely

limted, and the cost effectiveness of continuing
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this regulatory approach is in question. To do
nothing is not an option as USEPA promul gation of
a Federal Inplenmentation Plan is the ultimte
backst op.

G ven these circunstances, |
bel i eve that the | EPA has chosen a proper tine to
bring forward a proposal which from CPCs
per spective provides a nore cost effective program
to generate the enissions reducti ons mandated by
the federal governnment. The fact that this
program achi eves the environnental benefit at
reduced cost is a significant plus for the ERVG
pr ogr am bei ng proposed today.

Tradi tional RACT rul es do not
provide the incentive inherent in a free narket
system A condition of "inperfect know edge" can
al so occur in traditional RACT |leading to greater
cost for equival ent environnental benefit. Wile
technol ogy forcing has al ways been a concept of
clean air legislation, it is often hanmstrung by
the regul atory process. Innovation is not
encour aged or fostered under a strict command and
control structure

Under ERMS, there is a nuch higher
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i kelihood that the | owest cost reductions will be
identified since industry now has an econom c
i ncentive to maximze reductions. Strategies can
be tried, inproved or even discarded as know edge
of performance is devel oped. Under prescriptive
traditional RACT, this flexibility is not
avai |l abl e. Under RACT, a minor transgression of a
limt is a punishable offense. Industry desires
and strides diligently to be in conpliance at al
times. This leads industry to seek secure
emssion limts that can be reliably and
confidently conplied with at all tines.
Innovation is therefore discouraged. Traditiona
RACT naturally generates concern in industry
regarding the setting of overly optimstic limts
and excessive worry over "what if" scenarios.
ERMS provides a nore confortable
opportunity to permt "closer to the edge,"” that
is, accept a lower limt, knowing that a shortfal
can be nmade up fromthe market. Additionally,
over performance can be rewarded by the narket.
This allows greater flexibility in the standard
setting process not avail abl e under RACT. More

i nportantly, ERMS provides a reward or incentive
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for over-conpliance that is absent under today's
traditional RACT system

Regardi ng toxic hot spots, the
constraints provided by current toxic control
prograns are not circumvented by the ERMS
Therefore, ERMS does not facilitate the formation
of any new accumul ati ons of emi ssions. Quite the
contrary, each participating source under the ERVB
wi |l be accountable for its actual em ssions and
needs to have additional ATUs for increases in
seasonal em ssions above its allocation. As a
result, the ERVMS will provide an economc
di sincenti ve agai nst hot spot formation not
present under today's regul ations.

Simlarly, ERMS provides an
assurance agai nst air shed degradati on over
traditional conmand and control. Under a
rat e- based RACT standard, actual emnissions can
i ncrease due to increased production. Under the
air shed cap of ERM5, these increases are not
possi ble. Furthernore, the 1.3 to 1 reduction of
actual em ssions versus future allowabl e em ssions
requi red for new sources under Title | of the

Cean Air Act Anendnents remain in place which

L. A REPORTING - (312) 419-9292

890



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

should fully respond to concerns regarding air
shed degradati on.

In ny many years of experience in
this profession, | have observed that industry
perfornms best when allowed the freedomto
i nnovate, a founding principle of our system of
governnment. Innovation is critically needed for
Chi cago to achi eve the ozone standard. This
freedomis not possible under traditional RACT.

It is nmy opinion that both the people and the
i ndustries of Chicago would be well served by the
adopti on of the proposed ERMVS rul e.

M5. SAWER: Thank you, M. Jirik. At
this time we can take any questions for these
Wi t nesses.

HEARI NG OFFI CER FEI NEN: Before we do
that, since the witnesses read in the testinony, |
don't think we'll enter themas -- their testinony
as exhibits.

MB. SAWER  Ckay.

HEARI NG OFFI CER FEI NEN:  However, for
M. Conpton, | would Iike to do that because of
the tables that were included.

M5. SAWER: \Were your tables provided?
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MR, COVPTON: They were.

HEARI NG OFFI CER FEI NEN:  They were. So
I'"d like that attached to the transcript so
everyone has the tables and the testinony
t oget her.

M5. SAWER | would like to enter the
testinmony of Bill Conmpton for the record.

(Docunent marked.)

HEARI NG OFFI CER FEI NEN: ' m mar ki ng
that Exhibit No. 46, the testinony of Bill Conpton
that was prefiled and was dated January 13th,

1997, which includes tables 1 and 2. If there's

no objections, we'll have that entered into the
record. Seeing none, | will enter that into the
record.

(Exhibit No. 46 was entered
i nto evidence.)

HEARI NG OFFI CER FEI NEN: Now, you can
proceed with questioning, if there are any
guesti ons.

MR, TREPANIER: | have a question for
M. Zi esmann

HEARI NG OFFI CER FEI NEN:  Coul d you speak

up.
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MR, TREPANI ER:  Yes. | have a question

for M. Ziesmann. In your testinony as you read
it as it occurred on page 5, you nentioned that
there were -- that you had identified severa

em ssi on sources that could provi de needed
reductions that could result in a 99 percent
efficiency at those sources with a cost between
two and four million dollars. Wo are those
sources?

MR ZI ESNANN:  There are several
sources. | don't know the particulars. The
control device would be a thernmal oxidizer

MR, TREPANI ER:  Wat's the type of
source?

MR, ZI ESMANN:. They are pharnaceutica
production tabl et manufacturing sources.

MR, TREPANI ER:  Then your testinony
continued, and you spoke about when you were
stressing the inmportance of this rule, and you
spoke that industry would be required to reduce
actual em ssions, and future em ssions wll have
to be offset by simlar em ssion reductions.

VWhen you say simlar em ssions

reduction, are you neaning that the em ssion
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reducti ons would be of the same reactivity or
toxicity? |Is that your understandi ng of the
rul e?

MR ZI ESMANN:  That is not what | had
meant when | put that in there. Wen | said
simlar, |I nmeant in terns of volune or anount.

VMR TREPANIER  Then in the next
par agraph -- as you read your testinony, the next
par agr aph appeared that when a conpany woul d gr ow
and be nore productive and it was able to reduce
their em ssions and receive an econom c benefit,
that the environnent would be benefited by overal
VOM eni ssi ons.

How is it that you understand a
corporation could receive an econom ¢ benefit from
reduci ng their pollution while the environment
woul d al so receive a benefit? How will that
occur?

MR ZIESMANN: What | was trying to
point out is when a trade occurs, the conpany that
made the reductions, the excess reductions
recei ves some economic benefit from a conpany that
has purchased those reductions and the overal

reductions throughout the air shed have been net.
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In other words, if everyone neets the 12 percent,
then the environment sees a benefit.

MR, TREPANI ER:  Now, was your testinony
then incorrect when your testinony was that a
conpany would be allowed to grow and that in that
case as a conpany is growi ng, that -- | understand
your testinony was that the conmpany was going to
grow, sonebody else is reducing their em ssions
receives an econom c benefit and the environnent
is benefited?

MR ZI ESMANN:  Correct.

MR TREPANIER How wi || that occur?

VMR ZI ESMANN:  Because the overal
reduction goals of the rule will be net. So the
entire air shed is seeing a reduction in VOM
em ssions regardl ess of that increase in
production at the particul ar plan.

MR TREPANIER  So | understand then
that your testinony is that the benefit to the
environnent will conme when the reduction in VOV
i s comanded?

MR ZIESMANN: |'mnot sure what you
mean by conmanded, but through this rule, the

overall reduction fromindustry, that's where the
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envi ronnental benefit comes from

MR. TREPANI ER:  Now, your testinony --
and at the same place the paragraph starts, take
the case where a particul ar conpany wanted to
i ncrease production.

MR ZI ESMANN:  Yes.

MR TREPANIER  Now, in that instance
where a conpany is increasing production, howis
t he environnent going to receive a benefit?

MR, ZI ESMANN:  The conpany woul d not be
able to increase their production unless they were
abl e to purchase reductions or generate their own
reductions that would offset the increase in
emi ssi ons.

MR TREPANFER  Now, if the em ssions
are nerely offset, where is the benefit to the
envi ronnent derived?

MR ZI ESMANN: Because under this rul e,

there's an overall reduction in emssions. So the

conpani es have to nmeet those overall reductions in
addition to offsetting any increase.

M5. MC FAWN. Are you referring to the
12 percent reduction?

MR ZI ESNANN:  Yes.
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VMR TREPANIER At Abbott Labs, what's
the variation year to year on your VOM em ssions?

MR ZIESMANN: | can't answer that. |
don't have that information.

MR, TREPANI ER: Do you know when Abbott
Labs -- under this programthat you studied for
several years and hel ped design, do you know when
Abbott Labs selects their baseline if they're
going to be able to use one of the three nost
recent years to select their baseline fron?

MR, ZIESMANN: | know they are currently
| ooking at that. Al the different operating
di visions are neeting and determ ni ng what those
basel ines would be. So I can't answer that at
this noment.

MR, TREPANIER. Is it fair to say that
you don't know what Abbott Lab's baseline would
be?

MR ZIESMANN: In terns of actual
nunbers or in ternms of the year?

MR TREPANIER: In the years.

MR ZIESVMANN: | do not know that at
this point.

MR. TREPANIER: Do you know in this
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program-- | understand there is an exception for
an unusual year. |If in the past few years that
are offered to select two of the three, if an
unusual year, | understand, occurred in that tine,
a corporation could select a year of going back as
far as 19907

MR ZI ESMANN:  Yes.

MR, TREPANI ER: Do you know how t hat
exception devel oped?

MR ZIESMANN:  |'m not sure | understand
your question.

MR, TREPANI ER:  The purpose. What was
t he purpose of that?

MR, ZIESMANN: This may be a question
that the agency --

M5. SAWER: | think that is, and we did
present testinony on that. You would be better
asking that question to Chris Romai ne.

HEARI NG OFFI CER FEI NEN: Wy don't we
ask it this way. As a design team nenber, do you
know why that section was put in or if any
di scussi ons took place about that section?

MR, ZIESMANN: Yes. In ny opinion or ny

understanding of it, that is to address any cyclic
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econom ¢ upturns or downturns froma particul ar
conpany.

MR. TREPANIER  Has Abbott Labs
experienced that? Does Abbott Labs fall within
t hat circunstance?

MR ZIESMANN: | don't think so,
al t hough as |I nentioned, we have several different
operating divisions who have their own budgets or
their own markets, and within any of those
operating divisions, they may have had up or down
years. So it's difficult to say as an overal
conpany what our base year will be.

MR, TREPANIER | appreciate you
addressing nmy question. In this matter of the
program addressing the cyclic enmtters, goes with
a history of cyclic emssions -- I'"'msorry, |'ve
forgotten the question. That's all mnmy questions.
Thank you.

HEARI NG OFFI CER FEI NEN: Let's poi nt out
that we do have a new court reporter today, and
her nanme is Lisa. |If you could state your nane
before you actually question so she can get the
nanes and faces, that woul d probably hel p her

out .
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Are there any questions for the
panel ?

MR, TREPANIER: If | could, I did just
recall. |In addressing the cyclic emtters, is it
your understandi ng that a corporation, a polluter
that has up and down in their econonmics, as you
said, you know, a good year, you know, maybe they
had a good year in '92, maybe they had a poor year
in'95, is it your understanding then that they
coul d substitute '92 for '95?

MR ZIESMANN: It is ny understanding.
I"mnot sure what the showi ng they would have to
make in order to do that, but | believe that's
what the purpose of that provision is for

MR, TREPANI ER: Do you think that other
corporations are going to be able to discern what
showing is going to be required fromthemif in
this case you on the design teamdon't have that
i nformation?

MR, ZI ESMANN. Wl | --

M5. SAWER: (Objection, that's
specul ative

HEARI NG OFFI CER FEINEN: Is there

anot her way you can phrase the question?
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MR, TREPANI ER: Do you know -- is there
something in the rule that you hel ped to design
that gives an indication to those who are
potentially affected by the rule of what show ng
they're going to need to make to -- or you know,
what indication is there in the rule to an emtter
to let them know when it's going to be okay for
themto substitute an out year?

M5. SAWER: | think that this question
woul d be better asked of the agency's w tnesses.
If you want to just speak to your understandi ng,
that's fine, Steve, but really the question would
be better answered by an agency w tness.

MR, TREPANIER: If | could, I'Il preface
it in your understanding, if that will make the
guesti on answer abl e.

HEARI NG OFFI CER FEI NEN: He's asking a
desi gn team nenber, not as the agency.

M5. SAWER: | just wanted to point out
that | think you woul d get your better answer
asking that of the agency.

MR ZIESMANN: It's ny understandi ng
that those types of showings will be al nost a

case-by-case incidence in what it would take to

L. A REPORTING - (312) 419-9292

901



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

prove up and an outlying year

MR, TREPANIER: So as far as you know,
there's not sonething in this rule that's telling
the people, the emtters?

MR, ZI ESMANN:  The provi sion establishes
the ability to use those outlying years. [|'m not
sure beyond that what it says exactly an industry
woul d have to do to show that.

MR, TREPANI ER:  Thank you.

HEARI NG OFFI CER FEI NEN:  There's a
guesti on over here.

MR, SAINES: Rick Saines, S-A-I-NE-S
for the ERVMG Coalition. Good norning. M first
question really is for each individual pane
menber. | guess we can start with M. Jirik and
go to M. Conpton and M. Zi esnann

In addition to the prefiled
testinmony, could each of you just describe nore
fully what your role was as part of the design
team and what specifically you did to contribute
to the rule?

MR JIRIK: | guess I'"Il start. As I
stated in ny testinmony, what | attenpted to bring

to the table was a very wi de range of experience,
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havi ng practiced in the Chicago area in a variety
of job functions, to provide really the best
possi bl e outconme for the Chicago area. Actually I
made a conscious effort not to represent a CPC
posi tion, sonmewhat purposefully, and if not, mnade
a hard determ nation of the nunerical outcone.

Basi cal | y understanding that if
we' re doi ng RACT, we're doing sonething very
prescriptive, and the worst you're going to do
under this rule is the sane thing you're going to
do under RACT. So | tried to bring an objectivity
and a diversity of experience to the table for the
benefit of the group froman industry perspective,
what is concerning us, what experience we have had
dealing with regulations in the attenpt to craft a
wel | - founded, cost effective rule that woul d
achi eve what the feds are requiring of us.

MR COWPTON: Wuld you restate the
guestion, please.

MR, SAINES: Yes. |'mjust asking what
each individual nmenber has contributed to the rule
specifically in terns of their input into
designing the rule.

MR COMPTON: Well, fromny perspective
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| addressed that in ny testinmony. There are two

things. | was asked if I would like to
participate, and | said, why not. |'ve been at

t he environnental game now, if you want to call it
a gane, for 33 years. |'ve been involved in

al rost all types of regulatory activities within
the State of Illinois for nmy enploynent with
Caterpillar. | work for a conpany who is invol ved
in an existing trading and banki ng program t hat

wor Kks.

I think that with that perspective
and havi ng some insight on how that program worKks,
that there are parallels there that could be used
during the devel opment of the design program So
as a result, | felt that both the conpany and
nysel f had sonething to offer in putting the
desi gn team proposal together.

MR ZIESMANN: | guess ny input was to
try and bring Abbott's perspective to the rule
fromthe standpoint of Abbott's sonmewhat unusua
production process. Al of our production is on a
batch basis. W're not a continual manufacturer
that is running an assenbly |ine.

W run a lot of different products
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on different pieces of equipnment for differing,
varying lengths of tine. So it was inportant to
Abbott to make sure that whatever rule was

devel oped woul d address our concerns fromt hat
st andpoi nt .

M5. SAWER: Can | ask just a followup
guestion on this |line, and whoever wants to answer
it, that's okay. Essentially when you worked with
t he agency on the design team you actually hel ped
revi ew copi es of the proposed rule and gave i nput
on specifics on the proposed rule. Could sonmeone
possi bly expand on that process.

MR JIRIK W participated in the
revi ew function | ooki ng at any nunber of drafts.
There were very detail ed di scussions around the
table froma variety of perspectives, as sonme of
the other references were to econonics and
envi ronnental and EPA

I think what | saw -- and | will do
a broad characterization. What | saw the industry
sector bringing was sone of the reality of trying
to run a plant, trying to manufacture things, put
themin conmerce and how do rules affect that.

How does one really go about inplenenting rules
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that are going to be fairly stringent and in the
real world environment? And | saw that we had
good di scussions in that area. One can craft
words with unintended consequences. | think we
tried to ook at the inplenmentation stage from an
i ndustrial standpoint to say, now, what does this
really nean and how woul d one really go about
doi ng this?

MR COWTON. One observation | had
about the functioning of the design teamthat as
we proceeded -- and Al said that we were very open
in our discussions primarily because we coul dn't
have acconplished anything if we didn't establish
a di al ogue, but one thing that | really recognize
was the respect for the integrity of all the
points of view that were being expressed around
the table, and we woul d di scuss these things and
argue themout -- not argunent, argument, but
under st andi ng argunent -- until we felt that we
had conme to a resolution or a consensus.

In sone cases we would | eave an
argunent and cone back to it six or seven nonths
|ater to address it again if everyone didn't quite

feel confortable that their position was
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understood. So from ny perspective, | think that
we were individually able to maintain the
integrity of viewpoints as we went through this
process.

MR, SAINES: Just another followup. |
guess it's the sane sort of format. | guess we
can start with M. Jirik and go on down the |ine.
As nenbers of the design team when you were
working with the agency in devel oping the rule,
what were your positions or what is your current
under st andi ng rather of the proportionate share
aspect of the rule?

In other words, what is your
understandi ng of how the rule is going to affect
stationary sources after 1999 in terns of the
proportionate share issue?

M5. SAWER: (Objection. ['mnot sure
understand this question. You' re asking them how
the rule is going to affect sources after 1999?

MR SAINES: This related to the
proportionate share issue in that the rule is
supposed to assure that stationary sources wll
not be affected greater than their proportionate

shar e.
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My question goes to nenbers of the

design team as they were creating this rul e what
t hei r understanding was as to how stationary
sources are going to be affected after 1999
because we heard testinmony that there will in fact
probably be additional reductions that are going
to be needed.

M5. SAWER  This isn't about their
testinmony then?

MR SAINES: This is about their
under standi ng of the rules as nmenbers of the
design team

M5. SAWER: The rules that go to 19997
| thought the question was about beyond 1999.

MR SAINES: The rules state that there
may be further reductions needed, and the rules,
al so the statute, nandates that the rules assure
that stationary sources do not get affected beyond
their proportionate share. So it's the rule as
it's being promulgated that we're interested in.

M5. SAWYER: Your question relates to
air quality policy that the agency devel ops. They
were involved in devel opi ng sone of the underlying

principles of the rule, but in ternms of the air
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quality stuff, that's really an agency question

M5. MC FAWN. Maybe | can hel p out
here. | have a question, and it m ght be rel evant
at this point. M. Conpton, you testified that
you found that the ERM5S should provide a system
that provides the nmeans to neet air quality goals
wi t hout placing inequitable burden on stationary
sources as a category, and | was going to ask you
to el aborate on that a little bit. Maybe that
wi || address your point.

MR SAINES: That in fact will. Thank
you.

M5. MC FAWN. |If you can, M. Conpton.

MR COWTON: Up to a point. | can
address the category issues because Caterpillar is
affected froma proportionate share issue in
several instances, primarily froman engi ne
em ssion or a nobile em ssion source. So | can
| ook at proportionate share as Caterpillar neeting
its goals tw ce through this process.

Hard to put a number on the engine

em ssion reduction size which is a federally
mandat ed program but if | look at ny table here

["I'l find probably that for the particul ate
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standpoi nt and a projected NOx standpoint that we
are doing our share in the Chicago area, if |
coul d apportion the nunber of engines that are
either sold or operated in this particul ar area.

If | take a look at it and try to
address Board Menber McFawn's question from a
category standpoint, there are maybe only so much
that some particular sources can do in order to
easily or let's say neet their emission limts and
yet have an economic goal or cut toward the end
where they can actually do sonething within --
wi t hout an inordinate cost.

| think that a lot of the smaller
conpanies in this particular viewoint as a
category woul d probably have sonme relief in an
em ssion tradi ng programthat woul d bal ance a
smal | nunber of credits that they may have to
obtain versus the | arge expense that they may
i ncur, something simlar to what M. Z esmann was
talking about. | wll answer, just based on what
| saw happeni ng during the design team that we
listened with great interest the information that
was provided on the different source categories

for mobile area and the stationary.
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| don't think that we cane to any
under st andi ng during that particul ar phase of
apportionnent. W accepted the apportionnent as
it was presented to us knowi ng that that would be
wor ked out during the regul atory | anguage process
which is what we have going on today. So |I'm not
so certain that I could really address what the
fairness of an apportionnent would be except to
say that when we focused on stationary sources
that they were being treated fairly froma
procedural standpoint and froman admnistrative
st andpoi nt .

MR, SAINES: Let ne just nake sure
understand your answer. So you're saying that at
the tine that the rule was being promul gated and
you guys were each putting in your inputs and
creating the draft that we have before us, the
i ssue of proportionate share was not finalized?
It was not clear between --

MR, COVPTON: Based on ny renenbrance
and the proportionate share issue, | think, was
one that was waged in the |egislation

MR JIRK My I?

MR, COWPTON: Yes, go ahead.
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MR JIRIK: If | can further
proportionate share in ny understanding is
somet hing between the three sectors. Al three
sectors are acconplishing things, have
acconpl i shed things and will acconplish things.
The final program as testified to by others, is
yet to be determined, and it's ny understandi ng
that proportionate share will be determned in the
final programto achieve attainnment.

The fact that this stops in 1999 at
12 percent does not require in ny personal view
t he di scussion of proportionate. Proportionate
was nore relevant when this was an unendi ng
| everage down to achi eve attai nnment, and that was
the basis of the original legislation. Wen this
rul e changed to a stop point three years out
mandat i ng anot her board proceedi ng before anything
further occurs, in ny view guaranteed
proportionate share making it a noot issue.

MR SAINES: Again if | could just make
sure | understand your answer then. You're saying
that you think the proportionate share will be the
issue in 1999 after this rule has cone to an end

or the three-year period has |apsed, and if
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necessary, further reductions are needed, your
understanding is that will be the point at which
proportionate share will be addressed?

MR JIRIK M understanding is that was
the intent of the insertion of that |anguage into
the legislation, that you are stating a
| egislative intent very accurately.

MR, SAINES: Thank you.

HEARI NG OFFI CER FEI NEN:  Furt her
guesti ons?

MR, NEWCOVB: This is Christopher
Newconb, N-E-WC- O M B.

Was the design teaminvolved in
drafting the best avail abl e technol ogy excl usi on?

HEARI NG OFFI CER FEI NEN:  You m ght have
a section nunber for that?

MR, NEWCOVB: That's 205. 405.

MR JIRIK  Well, it was the subject --
if I may, it was the subject of discussion between
the team and the agency. Mich of the technica
wor k, however, was conducted by the agency, and
think it would be proper to refer the question to
them So we did discuss it. W did comunicate

concepts, issues, particularly from our
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perspective, of itenms the agency would want to
consi der technically, but again, if you're
interested in the nuts and bolts of how that cane
to be, you would have to refer it to the agency.

MR NEWCOVB: My questions would, if |
continue them be actually nore directed to as the
i ndustrial sector representatives on the design
team were there individual conpanies interested
in providing through these rules an excl usion
based on best avail able technol ogy for certain
sources that may be finally affected by the rul e?

M5. SAWER: Could you clarify that a
l[ittle bit nore.

VMR NEWCOMVB: Were the individua
conpani es that you each worked for possibly
i nterested in having exclusions avail able for
certain sources and that exclusion would have been
based on best avail abl e technol ogy?

M5. SAWER:  Are you asking --

MR, NEWCOVB: |' m aski ng them each
individually. |Is there sonething conplicated
about that?

M5. SAWER: Yeah. | guess |I'm | ooking

for clarification. Are you asking whether they
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cared -- whether their concern was as an

i ndi vi dual conpany seeking a BAT exenption or
whet her they wanted it in there as a concept for
conpani es in general to take advantage of ?

MR, NEWCOVB: Cearly their invol venent
in the design teamwas not for their individua
conpani es. They're doing this on a -- for
participating in public forum So no, | wouldn't
be expecting themto answer for their individua
conpani es.

M5. SAWER: | just wanted to clarify.
Do you under st and?

MR JIRIK If you go first.

MR ZIESMANN: | guess I'ma little
uncl ear as to what you're asking, but we did
di scuss the concept of having excl usions through
BAT. Did we actually participate in witing those
rules? No. W reviewed themafter the agency had
drafted them but | don't think any of us were
involved in drafting of the |anguage, if that is
your question.

MR, NEWCOVB: | guess that answers part
of nmy question. Wuld you have any conment then

on what you saw the intent of the BAT exclusion to
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be?

MR, ZI ESMANN:  Coul d you expand on
that. Wat we saw as the intent of the
excl usi on?

MR NEWOOMB: Ri ght.

MR, ZI ESMANN: My under st andi ng of the
intent of that exclusion is for certain sources
t hat cannot practically reduce em ssions from
t hose particul ar sources.

HEARI NG OFFI CER FEI NEN:  Are there any
ot her questions?

MR, TREPANIER: | want to follow up the
agency's question to M. Jirik. You had said that
around the table -- what | understood you said,
around the table there was all the viewpoints or
many vi ewpoi nts were brought to that table
i ncluding the environnmental. How was that seat
filled?

MR JIRIK EDF

VMR TREPANIER  Was there anot her
envi ronnental voice at the table?

MR JIRIK: | think everyone has an
envi ronnent al consci ence and spoke with that

regard. In terns of a nationally known group, |
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was not aware of any.

MR, TREPANI ER:  Any | ocal groups?

MR JIRIK: | did understand that there
were di scussions with |ocal groups, but | --

MR, TREPANIER: At the table, I'm
speaki ng. \Wen you say on the design team is
what you' re sayi ng EDF had brought the
envi ronnent al perspective?

M5. SAWER | think we've answered this
guesti on on nunerous occasi ons.

HEARI NG OFFI CER FEINEN: If you can
answer it to the best of your know edge, then
that's how he can answer it. | don't know if he
can answer beyond what he's already answered.

MR, TREPANIER: | think | have gotten
t he answer. Thank you.

HEARI NG OFFI CER FEI NEN:  Any ot her
guestions? Any questions fromthe board?

M5. MC FAWN. Maybe the record contains
this information, but it doesn't come to mnd
VWho el se were nmenbers of the design team outside
of the agency?

M5. SAWER: We did -- | think

M. Kanerva did explain that, but --
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M5. MC FAWN: These three gentl enen and
who el se?

VR COVPTON. From EDF there were two.
You want industry?

HEARI NG OFFI CER FEI NEN:  Everybody.

MR, COVMPTON:  Everybody.

M5. MC FAWN. Well, the three of you,
t he agency and who el se?

VMR COWTON. There was the other
i ndustry busi ness representative was Bob Ernmundson
(phonetic) from Anoco. From EDF there was --

MR JIRIK  Edison.

VMR COWTON. There was Commonweal t h
Edi son by Bob McLochl an (phonetic). From EDF Joe
Gof f man and Nan Dudi k, who is an econonmi st. There
was a consultant to the agency to the design team
by the name of John Cal cagny (phonetic). Then
there was Paul Bellevue, and they were represented
by Phil O Connor, Kay O Case (phonetic) and
Jerry -- help ne out here, Alan -- Keenan. Let's
see.

M5. MC FAWN.  Wio is M. Keenan w th?

MR COWTON. M. Keenan is an econom st

wi th Pal ner Bell evue, and generally the EPA staff.
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M5. MC FAWN.  Thank you.

MR SAINES: M. Jirik, you did testify
that CPC has a nunber of |arge and small sources
potentially affected by the ERVMS rules. As
representatives of industry, did you consider your
smal |l sources to be representative of the rest of
the potentially affected sources that are
somewhere in the, you know, 10 to 15 to 20 ton per
season range? Because | think fromthe testinony
it's clear that the three -- you three individuals
represent rather large industrial organizations.
So | guess ny question is do you think there was a
fair representati on of some of the smaller sources
that are going to be potentially affected by these
rul es on the design tean?

MR JIRIK: CPC does have sone snaller
operations in the area. As ny testinony stated, |
al so worked for a nunber of those as a consultant
prior to coming to CPC. And again, as | noted in
my testinmony, | tried to function as a resource,
not as a big conpany representative bringing forth
-- maintaining confidentialities but bringing
forth the wealth of experience dealing with the

tiniest of operations to things that are very huge
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and bring an objective resource to the table to
the benefit of the process. So |I did not attenpt
to forward personal or individual itens, but
rather represent what | have obtai ned through
personal experience as a w de range of experience,
both [ arge and small

MR COVPTON: Wien | went through the
design teamreport with the tables that are
presented in the back, this is generally what |
was | ooking for. | found -- and I'Il just give
you what | recall right off the top of ny head.
For our Joliet facility, we probably are in the
down, | would say, 30 percent fromthe bottom of
the |ist.

There are a | arge nunber for

Aur or a. W are probably sonewhere around 50
percent down in the list. For nme, this represents
mediumto snall, and | think that M. Kanerva had
pointed that out in his testinmny how many
heari ngs ago. So even though we nay be a | arge
i ndustry, our total em ssions fromthe affected
sources are nmediumto small

MR, SAINES: Thank you. Wuld you like

to comment, M. Zi esmann?
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MR, ZIESMANN:  No, | have nothing to add
to that.

HEARI NG OFFI CER FEI NEN: | have a
question, and I don't know if all three of you can
answer it, but | was hoping at |east M. Zi esmann
and M. Conpton can answer it. |[If you were
t hi nki ng of bringing a new source into the
non-attai nment area for Abbott Labs or
Caterpillar -- and I don't knowif M. Jirik can
deal with a fictional conpany, answer this
guestion, too -- how do you see the ERM5 proposa
wor ki ng wi th new source revi ew and the advant ages
of ERMS or di sadvant ages of ERMS?

VR ZI ESMANN. Wl |, | believe that
Chris Romai ne has tal ked about the new source
revi ew provisions. Wat we would see the
advantage is is that it creates a market for
avai l abl e offsets and the ability to trade for
those nore readily or bring in a new source.

MR COMPTON: Fromnmy viewpoint, if |
had a maj or nodification which I would consider
for each of these plans, | would | ook at new
source reviewinitially as a step initself to

determ ne whether or not it would be possible to
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do what we wanted to do, especially in finding the
offsets at 3.-- at 1.3 to 1.

Then | woul d determ ne whet her or
not -- and maybe not in this order, but | would
determ ne whether or not LAER would be reasonabl e
and whet her or not economically we would even want
to pursue new source review for a particular type
of nodification. So before | would integrate it
with the ERVS type of proposal, | would want to
make very sure that | wanted to pursue new source
review on those locations right fromthe
begi nni ng.

MR JIRIK "Il take a try at the
guestion. Fromtoday's perspective, absent this
rule, we have Title | mandating 1.3 to 1 offsets.
The offsets are being driven by a LAER process.

We do not have a lot of market information. W do
not have the freedom and the innovation which
testified to. It's very difficult to go out and
about and identify where you get these. So today
it is afairly difficult proposition. Plus the
generation of the necessary reductions to the air
shed are not being done in the nost economni ca

way.
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So we have a disincentive to the
enpl oynent base of Chi cago because we are not
attainment. To the extent that is nagnified by
addi tional cost inefficiencies under command and
control, you have a further negative to the
overal | economy. Sone of the positives you m ght
see under an ERMS programis greater narket
i nformati on, greater stimulation of the innovation
that would attenpt to generate reductions through
new and i nproved technol ogi es, and at worst,
you're going to be where you were, but you have a
trenendous upside to be better off. So you're
generating conparabl e environnmental benefit at a
reduced cost to the benefit of the econony in the
Chicago region, if all of the econom cs and the
fundanental s of the market are as the econom sts
have led nme to believe were nmade.

HEARI NG OFFI CER FEI NEN:  Any fol | ow up
qguestions? Any further questions? Then we'll
take a 10-minute break at this point, and we'll
start in with questions after break

(Recess taken.)
(Di scussion off the record.)

HEARI NG OFFI CER FEI NEN: W want to
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start this norning out with going through
guestioning starting out with Tenneco. The agency
has prepared a table of contents which has been
passed out to nost people in the audience.

There's nore copies on the back of the table.

At the end of a question, if we
feel the need, we will nove it into the record as
an exhibit. Please state the question that you're
asking as we go through so we can keep the record
clear, and let's begin with the Tenneco questions.

MR, FORCADE: (Good norning. M nane is
Bill Forcade from Jenner & Bl ock representing
Cinical Plastics Conpany. Wth nme today is
M. James Wakeman from dinical Plastics. W wll
be asking questions fromthe prefiled questions we
subm tted on January 27th, 1997.

According to the table of contents
circul ated by the agency, we will nmove first to
subpart A, general provisions, Section 205.130,
definitions.

Question 1, does the definition of
"emission unit” in 35 Illinois Adm nistrative
Code 211.1950 apply to the ERVS proceedi ng?

MR ROMAINE: Yes, it does.
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MR, FORCADE: Question No. 2, will the
agency add a definition for "em ssions reduction
generator” to this section?

MR, ROVAINE: W are not planning to add
such a definition. W believe the provisions for
em ssi on reduction generators are adequately
described in Section 205.480.

MR, FORCADE: | believe now we're going
to Section 205.150, em ssions managenent peri ods.
Question No. 3, if a new source wants to locate in
t he Chicago ozone non-attai nment area and no
allotment trading units are avail able for purchase
on the market or in the new source portion of the
alternative conpliance market account, what
options are available to this facility?

MR ROVAINE: | think | first want to
clarify. Are we tal king here about a new
participating source that would potentially have
10 tons of VOC emissions and is required to get a
CAAPP permt?

MR FORCADE: Yes.

MR, ROVAINE: That's inportant because
sources that are not mnor could conme into the

area without having to participate in the trading
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program |If a source -- a new participating
source of this type initially can't find ATUs, it
basically has to | ook harder. The other things
that this does have available to it, it can al so
go to look for reductions from em ssion reduction
generators or consider inner sector reductions.

| think it's inportant to renmenber
that this is really a situation that a new najor
source conming into the area at this point is
subject to. A new nmjor source is one with 25
tons per year. That's equivalent to 10 tons per
season. Under the new source review rules, those
new sources that cone into the area have to offset
their em ssions.

If those sources aren't able
initially to find offsets, then they have to | ook
harder. They don't really have the option under
our new source reviewrules to actually be
effective through the ERG and i nner sector
process. That's another option that's avail abl e
t hrough the trading program NMre inmportantly,
the tradi ng program does create a commodity for
ATUs and creates this marketplace that wll

certainly, we believe, facilitate satisfying the
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of fset requirenment for a nmjor new source

MR FORCADE: |Is it true that a new
participating facility that is not able to acquire
ATUs will not be allowed to locate in the Chicago
ozone non-attai nnent area?

MR ROVAINE: That's correct. At
present if you have a new major source comng into
an area that can't have the necessary offsets to
do what's necessary to obtain those offsets, it
will not get a construction permt.

MR FORCADE: If there are no ATUs
avai |l abl e for purchase on the market or in the new
source portion of the ACVA over the 10-year
period, is it true that no new najor em Ssion
sources of VOMw |l be allowed to |ocate and
operate in the Chicago ozone non-attai nment area?

MR ROVAINE: [|'mnot sure what the
significance of the 10-year period is. You're
really asking nme to specul ate about a situation
that | don't believe will occur. As |I've said,
think the trading programwi |l make the situation
much better for proposed new major sources because
ATU will be a defined commodity, and a nmarket will

exi st for such proposed sources to | ook for ATU
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credits.

HEARI NG OFFI CER FEINEN: At this point
we're going to switch over to questions from Dart
Cont ai ner, questions 19 and 20, 21, 22 and 23, if
M. Newconb feel s necessary to ask those
guesti ons.

MR, NEWCOVB: This is Christopher
Newconb for Dart Container. | have with ne today
M chael Powell, also fromDart Container. It's ny
vi ew that question 19 and question 20 have al ready
been answered as well as 21. Therefore, |I'mnot
going to ask them

However, question No. 22, if a
source wishes to increase its production and
em ssions by an anount that would trigger new
source review, in other words, the source wll
make a maj or nodification, and the source can
obtain sufficient ATUs fromthe market or from
cl osi ng anot her participating source and neeting
the offset requirenments, why should the source
still be required to denonstrate it will inplenment
technol ogy neeting the LAER standard?

MR, ROVAI NE: The requirenments of new

source review are established by the dean Air
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Act. The Cean Air Act provides that new najor
sources nmust generally both nmeet a LAER

requi renent and provide offsets. 1t's not an
either/or situation. It begins with interna

of fsets. It begins with sources in this case where
they're going out to the marketplace to get their
of fsets or ATUs, they have to neet both

requi renents.

MR, NEWCOVB: Question No. 23, wouldn't
t he agency benefit from not requiring LAER, which
is L-A-E-R under the above scenario since the
source will still be subject to further em ssions
reductions and LAER woul d exenpt the source from
further reductions?

MR ROVAINE: | think there are a couple
of points. First of all, the agency doesn't get
any particular benefit. The benefit here we're
tal king about is the benefit to the air quality of
the State of Illinois, and | guess I"'mtrying to
t hi nk about the scenario that you're tal king
about. In some respects, however it works out, as
| said, is irrelevant because the Cean Air Act,
the Congress has said this is the way it's

supposed to be, but your suggestion is there is to
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be a circunstance where LAER woul d exenpt a source
fromfurther reductions, and that's presum ng that
t he source has al ready been subject to LAER at the
ti me the baseline has been determ ned.
If the baseline has al ready been

determ ned, the LAER requirenment doesn't really
af fect any provision for further reductions. The
further reductions would in fact cone through the
of fset requirenent, and LAER woul d provide
what ever it would provide in terns of providing
very good control for the particul ar new project,
particular unit that is the subject of the major
nodi fication or the new mgjor source.

HEARI NG OFFI CER FEI NEN:  Thank you.
According to the agency's outline under subpart A,
general provisions, Section 205.150, emnissions
managenent periods, M. Trepani er has questions 4,
5, 11, 12A and 17.

MR, TREPANI ER: | note that questions 4

and 5 are general questions, and they are covered

under the -- they are also listed in the agency's
outline under general questions so I'll defer 4
and 5.

Question 11, are the new source
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of fsets required under the Clean Air Act currently
in force year-round?

MR ROVAINE: The Cean Air Act doesn't
specify that offsets nmust be enforced year-round
or are an annual requirenment. The Cean Air Act
requires that offsets be sufficient to represent
reasonabl e further progress. Historically, we've
applied it year-round. However, since ozone is a
seasonal phenonenon, requiring seasonal offsets is
consistent with the Clean Air Act as such offsets
woul d be sufficient to represent reasonable
further progress toward attainment.

MR, TREPANIER: | don't feel you' ve
answered ny question. M/ question is is this the
current practice, the word currently? 1Is it the
current practice to require these offsets
year - round?

MR, ROMAI NE:  Yes.

MR, TREPANI ER:  And question 12A, woul d
t he ERVS proposal change this current Clean Air
Act practice?

MR, ROMAI NE:  Yes.

MR, TREPANIER. Question 17, does the

agency believe that no new sources subject to the
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proposed rule will be sited in Chicago prior to
2003?

MR, ROVAI NE: Wen you are saying no new
sources subject to the rule, are you referring to
maj or sources or just no sources whatsoever being
| ocated in the Chicago area?

MR, TREPANI ER:  Subj ect to the proposed
rule.

MR ROVAINE: Well, certainly there will
be new maj or sources or there will be new sources
in the Chicago area. New sources are built every
day in the Chicago area. Those new sources wl|
have to address this rule and in a general sense
subject to it. The further question is will there
be maj or new sources subject to the rule sited in
Chicago prior to 2003. | think that's possible.

It doesn't ook like it's going to
be a very | arge nunber based on our historica
experience with maj or new sources. Major new
sources will be very infrequent, and we have not
seen one that actually involves building a major
new source fromthe ground up. Most of the nmajor
projects that we've dealt with and handl ed maj or

projects we've dealt with have been in fact najor
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nodi fi cati ons.

M5. SAWER: M. Trepanier, the
guestions that we have listed here as 4 -- the
first two that you said, 4 and 5, we are referring
to 4 and 5 of your handwitten questions on the
| ast two pages of your submttal

MR, TREPANI ER:  kay.

M5. SAWER: In sone places there was a
little confusion because sonme questions were
nunbered and others weren't.

MR, TREPANI ER:  Thank you. [I'd like
this question I just asked, No. 17, as
specifically addressed to M. Forbes as earlier
this question was deferred to M. Forbes, |
bel i eve, when | was questioning table 2 of the
I[Ilinois EPA's air quality strategy presentation
and there on line 1, under point -- designating
t he point sources, there were nunbers shown in the
par ent heses.

There's nunbers in parentheses for
1996, 1999 and the year 2002. And ny question
I"mquestioning the 92 that's in the parentheses
for both 1999 and the year 2002. Does these

nunbers, being 92 both in "99 and in '02, indicate
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that the agency believes that there will be no new
sources subject to the rule sited in the
non-attai nnent area during those years.

MR, FORBES: No, that particul ar nunber
reflects the point in the regulation that any new
maj or source is not provided an allotnment, that it
must seek ATUs fromthe market. Essentially, the
pool of emissions is identified and is not all owed
to grow for mpjor new sources. That's what that
92 in both those occasions is intended to reflect.

MR TREPANIER  Now, | want to continue
t he questioni ng about these nunbers. | noticed
that the 92 is 12 percent -- a 12 percent
reduction fromthe 105 |isted under 1996.

Does that 105 in 1996 indicate the
agency's expectation of what point sources are
subject to this rule?

MR FORBES: What those two sets of
nunbers reflect were just as you described. It's
i ntended to represent that 105 is the nunber of
em ssi ons associated with participating sources
affected by the rule, and that they are required
to achieve in aggregate a 12 percent reduction

thus resulting in the 92 tons per day figure.
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MR TREPANIER | understand fromthe
previous testinony that sources that have a
construction permt in 1999 would be -- and then
begi n operations sonetine after 1999 woul d be
granted allotnments, an allotnment anount, that the
cap woul d be expanded to allow for sources that
have a construction permit in 1999 and then begin
emtting after 1999.

MR FORBES: In those circunstances in
that transition period, they're allowed three
years to establish what their actual em ssion
level is, and ATUs reflective of that woul d be
granted, if that's your question

MR. TREPANIER  Yeah, that's the
answer. Thank you. Now, the 92 that's reflected
in 1999 and the 92 reflected in your year 2002,
does that assune that no sources wll take that
option that was just described to have determ ned
the anount of their emissions after 1999 and then
receive the allotnments?

MR FORBES: The condition or the
situation that you' ve described has been addressed
in the nunbers in the total em ssions estinated

for 1999. However, because it's uncertain as to
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who mi ght be in those circunstances, that specific
em ssion increase was not allocated to the 92, but
it isreflected in the total em ssions projected
for 1999. In other words, there is a small anount
of growth anticipated. The agency is not certain
as to which exact sectors those woul d occur
whet her there will be m nor new sources, mnnor
nodi fications or transitional sources that come in
with a construction permt in that transition
peri od, but a certain anpunt to account for that
smal | amount or that type of growth has been
included in the total em ssions.

MR, TREPANI ER:  What's the basis of your
belief that there would be a small anount?

MR, FORBES: | would say based on the
hi stori cal nunber of major new construction
permts that have been received by the agency and
because of the limted tine that we're tal king
about here from 1997 through, | believe, 1998 when
applications would be received. Because of that,
' massum ng that the nunber would be relatively
smal | .

MR TREPANIER  What is the exact date

when the application woul d have to be received for
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a source to -- these are the transitional sources
that you referred to?

MR FORBES: Yes.

MR TREPANIER Is a transitional source
someone who has an application pending or who has
a construction permt in 1999, issued in 19997
Coul d you describe that.

MR, FORBES: Construction permt by
January 1, 1998.

MR, TREPANI ER: |s January 1, 1998, the
last tine that a source could -- is that the
cutof f period that at that point sonmeone woul d
have to have a construction pernmt if they wanted
to get into this program grandfathered in or
sonmrehow be an original hol der of ATUs?

MR FORBES: Yes.

MR TREPANIER  You said that those
sources that do during this year seek and obtain a
construction permt for their source, that the
agency has accounted for those -- that potential
increase in the anmount of VOM enissions that this
programis going to allow. \ere is that
accounted for? Were is that reflected?

MR FORBES: | believe | already
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answered that. As | nmentioned, it's not reflected
in the 92 nunber because it's uncertain as to how
many and if any such occurrences of that nature
wi | | happen, but we have afforded a growth anount
for all the point source category. So that would
be reflected in the estimated total em ssions for
1999.

MR, TREPANIER: Is that the -- I'm
noticing that in table 2 on the first line that
t he nunber under colum 1999 is 160. In the year
2002, the nunber is 161. |Is that where that
potential increase in enm ssions for point sources
i s accounted?

MR FORBES: Just a nonent, | need to
| ook at the table.

HEARI NG OFFI CER FEINEN: | woul d j ust
like to say that I'"'mgiving you a little | eeway
here, but you're starting to ask sonme questions
that you already have witten out here. | nean, |
think you're going into questions --

MR, TREPANI ER: |'m aski ng nmy next
guestion al ready.

HEARI NG OFFI CER FEI NEN:  Yeah, you've

had -- like on the handwitten question No. 1 is
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dealing with Exhibit 6 and tal ki ng about the 105,
and No. 2 is dealing with 92. So when we get to
t hese questions, maybe we'll say you' ve al ready
asked and answered them but let's finish this
line, but renmenber when | get to these, |I'm
probably going to state you al ready asked these.
So let's finish this up, and if you're ready,

M. Forbes, go ahead.

MR, FORBES: To answer your question, it
woul d be reflected in the total nunber of 160 in
1999.

MR, TREPANI ER:  Now, that 160, if |
understand your testinony, is that an emtter wll
need to have three years of em ssion history prior
to establishing their baseline so that's going to
occur for these sources -- that nust occur for
t hese sources after 1999, does it not?

MR FORBES: It doesn't have to, but it
possi bly woul d.

MR, TREPANI ER:  They have to have three
years of em ssion history prior to establishing
t he baseline?

MR FORBES: Right, but it depends on

when they cone in for a construction permt. It's
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possible that -- well, nore than likely it would
be after 1999.

MR, TREPANI ER: Does the agency's
summary of the attai nment ROP scenari o account
then for those who are coming in with their
basel i nes after 19997

MR, FORBES: Well, essentially the
growmh that you're interested in -- that your |ine
of questioning is going after, in our
assessnent -- because we do not know and can't
specifically identify those circunstances, how
many, to what degree, what the nmagnitude of those
-- that particular growth would be, we have
i ncluded and identified em ssions in that group.

Now, if that particular growh
happens to be associated with a CAAPP source, a
source that's subject to the program they would
nmove over into the ERVMS program and they woul d be
af forded those em ssions in the trading program
and assessed a 12 percent reduction. If that
growmh is associated with growmh but not for a
source that's in that circunstance, they sinply
wi || have whatever the eni ssions are that you've

estimated for their grow h.
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So what I'msaying is that this is
a conservative estimate, that if that circunstance
occurs, that the -- we will get an additional 12
percent benefit that we have not identified in
t hese nunbers because we sinply don't know what
that quantity is, but the em ssions fromthat have
been accounted for in our planning analysis here.
That's in the 160 that you see projected under
1999.

MR TREPANIER  The 160 reflects the
agency's best knowl edge on what -- on new point
sources that are going to begin em ssions sonetine
after the year 20007

MR, FORBES: 160 never reflects existing
em ssi ons and new sources that are projected to
exist with control in 1999. So whatever growh
and additional em ssions we can project are
included in the 160 nunber before 1999.

MR TREPANIER  Then as we covered
earlier, those who have their construction perm:t
by January 1, '98, they are not included in the
1999 nunber, is that correct?

MR, FORBES: They nmay or may not because

we don't know the circunstances. W have afforded
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a quantity of increased em ssions due to such
construction activity, the best that we're able to
estimate such growh. That growh is included in
the 160 nunber that you see. Again, as | stated,
that nunber, we're not sure whether that's
associ ated with a source that would be com ng in
because it doesn't exist now and hasn't applied
for such a permit, whether that particular
situation will be an ERMS affected source or
whet her it would sinply be m nor source growh not
subject to the program but that quantity of
growmh in emssions is included in the 160
numnber .

MR TREPANIER  How nuch is that
nunber? What is the nunber the agency is

anticipating is the anmount of growth that's going

to occur?

MR FORBES: Of the top of ny head, |
can't answer that. | will have to, you know, do
some -- go back and check. | don't have that

nunber off the top of ny head.
MR, TREPANIER: W/ I the agency provide
that information?

MR, FORBES: Sure, yes.
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MR, TREPANIER: |'m going to now ask
gquestion 1 fromthe first page of ny handwitten
guestions regarding Exhibit No. 6. Does the
agency's projection --

M5. SAWER Wit a second. Are we
going in this order now?

HEARI NG OFFI CER FEINEN: No, let's go
off the record for a second.

(Di scussion off the record.)

MR TREPANIER Has the state received
an exenption fromthe Cean Air Act's new source
revi ew of fset requirenent?

MR ROVAINE: No, we haven't. W have

recei ved sonmething called a NOx waiver. That's

nore broad than that. That really excuses nitrous

oxi de emi ssions fromcontrol requirements as a
precursor to ozone, but there has not been
anyt hi ng beyond that specifically exenpting
[Ilinois fromthe offset requirement of the new
source review rul es.

MR, TREPANIER: Question 5, could a unit
meeting LAER still increase its all owable
em ssi ons by increasing production?

MR, ROVAI NE: Yes, neeting LAER can
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i ncrease its em ssions by increasing production,
but it cannot exceed its allowable |evel or anount
of em ssions as would be established in its new
source review permt. The circunstance here
hasn't been described so | can't really specul ate
on what the inplications m ght be for the source's
basel i ne emi ssions or allotnent.

MR, TREPANI ER:  That's what ny question
is actually going to. This question 5 I'mtalKking
about in this one, this source, this unit that's
meeting LAER is in the ERVMS program operating in
the ERVS program Can it still increase its
al | owabl e em ssions by increasing production?

MR ROVAINE: It can't ever increase its
al |l owabl e em ssions. Its allowable em ssions wll
be set by the LAER limt. It has to conply with
that. It will have to operate within its
all otment of ATUs. Actually the source that
i ncludes that will have to operate within its
all ot rent of ATUs.

If in fact there is an increase in
production froman LAER unit so then there's nore
em ssions that it received an allotnent for, it

wi |l have to obtain ATUs from other em ssion units
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at the source or go to market to make up the
defici ency.

HEARI NG OFFI CER FEI NEN: Let's go back
then to subpart B, applicability, Section 205. 205,
Tenneco' s questi ons.

MR, FORCADE: These questions reflect
our understandi ng of Section 205.205 that if a
source elects to be exenpted fromthe ERVS program
under Section 205.205(a), the source will not be
able to exceed 15 tons per season. Qestion No. A
we believe has been asked and answered.

Question No. B, the first sentence,
we believe has been asked and answered. The
second sentence, if a source elects this
exenption, will the source be required to conmply
with the full ERMS progranf

MR ROVAINE: The future treatnent and
status of the source would be addressed on a
case-by-case basis in the actual enforcenent
action.

VMR FORCADE: WII the source be
required to purchase ATUs for the em ssions over
15 tons?

MR, ROVAI NE: Again what that source has
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to do in the future would be addressed as part of
the enforcenment action

MR, FORCADE: (Question C, may such a
source decide at a later date to give up the
15-ton exenption and participate in the ERVS?

MR, ROVAINE: There's nothing in the
proposal that would prohibit such a change in
strategy by a source. To avoid enforcenent, it
woul d be appropriate to take that change
prospectively.

MR FORCADE: If a source did decide to
follow this procedure, what is the procedure for
doi ng that?

MR ROVAINE: As | said, they do it
prospectively ideally to avoid an enforcenent
action. W would then take themthrough the
process as if they had been an origina
participating source. So we require that they
submt an ERMS application

We woul d establish a baseline
em ssions fromtheir operation and em ssions in
1994 and 1995 or '96 or other substitute seasons.
We woul d then issue an allotnent to that source

appropriately reduced by 12 percent, and this
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woul d all be acconplished as part of the
nodi fication of the source's Title V permt.

MR FORCADE: Wuld this source then be
an existing participating source or a new
participating source?

MR ROVAINE: This source woul d be
consi dered an existing participating source.

MR, FORCADE: That would be true even if
the facility had not originally elected to be an
ERMS source and | ater opted into the program by
anending its Title V?

MR, ROVAI NE: Repeat that foll ow up
guestion, please.

MR, FORCADE: The questions that | had
in question 4 were prem sed on a source which had
el ected to be exenpted and then subsequently
changed his mnd, and how could it get into the
programif it originally selected the exenption
the 15-ton per season exenption, and if they
hadn't elected that exenption, if they later
deci ded they wanted to voluntarily participate in
the ERVS program what is the procedure for doing
so?

WIIl they be required to nodify
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their Clean Air Act permt? WII they be required
to obtain ATUs, and if so, will they be issued
basel ine ATUs? But it's prem sed on a source that
originally elected a 15-ton Iimt under 205.205(a)
and | ater changes its mnd and wi shes to
participate in the ERVMS program

MR ROVAINE: That's correct. That's
what | was responding to. | was responding to a
situation where sonebody had that choice as an
exi sting source of either fully participating or
pur sui ng exenpti on.

MR, FORCADE: CGoing on to question 5 in
that same section, | have effectively identical
guestions relating to a source that elects to be
exenpted fromthe ERVS under 205.205(b) by
reducing its em ssions by 18 percent by 1999, and
| believe the question A has been answered, and |
believe that the first part of question B has been
asked and answer ed.

If a source elects the exenption
precl udi ng em ssions over 18 percent, will the
source be required -- and | ater does have
em ssions over 18 percent, will the source be

required to conply with the full ERMS progran?
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MR ROVAI NE: That would be addressed in
the context of that specific enforcenment action

MR FORCADE: WII the source be
required to purchase ATUs for the em ssions over
15 tons?

MR, ROVAINE: | think you nean the --

MR FORCADE: |'msorry, 18 percent.

MR, ROVAI NE: Again that would be
addressed in the enforcenment action as to what is
the appropriate remedy for what's occurred.

MR FORCADE: And what will the cost of
t hese ATUs be?

MR ROVAINE: W don't know.

MR, FORCADE: May a source which has
previously selected the 18 percent reduction
exenption and decides at a later date to give up
that exenption and participate in the ERVS5, what
is the procedure for doing so?

MR, ROVAI NE: Again we could review an
application for themto change their status under
the ERVSG. They woul d have to cone forward and
tell us that they want to have their status
changed. In this case it would be nuch nore

strai ghtforward because they woul d have al ready
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had their baseline em ssions established. What we
woul d do then is add in the additional provisions
for this source as if it were a participating
source and begin issuing ATUs to the source at the
18 percent reduction |evel.

MR, FORCADE: Am | correct that they
woul d receive for ATUs their baseline em ssions
| ess 18 percent rather than |l ess 12 percent?

MR ROVAINE: That is correct. The rule
-- going back to -- we have given the choice,
this option to provide X reductions to avoid the
full rigor of the trading program |If such a
source subsequently changed its m nd, we have to
provi de a provision where they could then cone
back in and switch sinply to a 12 percent
reduction. The relevant provisions of the rule
say they have to provide an 18 percent reduction
i n em ssions beginning in 1999.

MR, FORCADE: Wuld such a source be
called a new participating source or a
participating source at that point?

MR, ROVAI NE: Again starting the
program made this choice, it would always be a

partici pating source.
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HEARI NG OFFI CER FEI NEN:  That
concl udes -- oh, we have a follow up

MR, SAINES: Yes, please, thank you.
Rick Saines. Wth respect to question 4B, second
sentence, | believe that you stated -- the
question is, will the source be required to conply
with the full ERVS progran? And | believe the
answer was that it would be addressed on a

case-by-case basis as part of the enforcenent

action?

MR ROVAINE: That's correct.

MR, SAINES: Wen you say "enforcenent
action,"” are you referring to -- is that

necessarily indicating that it will not be covered
as an emi ssion excursion under the ERVS rules? |Is
it going to be considered an enforcenent action as
a violation of a CAAPP permt?

THE WTNESS: There is no provision for
these types of situations to be considered
excursions under the trading program There is no
aut omati c excursion fee associated wi th exceeding
either the 15-ton per year limt or an 18 percent
l[imt. They would have to be addressed on a

case-by-case enforcenent action as a violation of
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a relevant condition in the Title V permt.

MR, SAINES: So what you're saying was
per haps part of that enforcenent action will be
further conpliance with ERV5, but that's not the
extent to which the enforcenent action wll
cover? The enforcenent action may include
participation in ERM5 but the enforcenment action
is a conpletely separate action that is outside
ERMS?

MR ROVAINE: That's correct, and
guess to el aborate, it could be decided -- it was
at one tine a violation, and we continue safely
back as exenpted sources and they corrected the
problem or we nay decide in a case that it is
appropriate for themto again participate in the
ERMS

MR SAINES: Just one initial
followup. Wth respect to question C, | think
t he question was whether a source coul d decide at
a later date to give up the exenption and
participate, and you indicated that you believe
there's nothing that prohibits that in the ERVS
rules, but to avoid an enforcenent action, the

source must do it prospectively.
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VWhen you say prospectively, do you
mean before the initial baseline determnations
are established?

MR ROVAINE: No, | did not. | neant
before they actually exceed the 15-ton per year
l[imt or the 18 percent reduction limt.

MR SAINES: Ckay, thank you.

HEARI NG OFFI CER FEI NEN: M. Trepanier.

MR, TREPANIER: On the sanme question
regardi ng these exenpted sources -- sources that
take a 15-ton exenption. |In the instance that
there was an enmitter at 10 tons new, who takes the
exenption for 15 tons and gets to a point where
they would like to emt 16 tons, is the -- I'm
going to withdraw the question.

HEARI NG OFFI CER FEINEN: Going on to
qguestions that were filed on January 16th, 1997,
guestion 8.

M5. FAUR  Good nmorning. | am C ndy
Faur from Sonnenschein, Nath & Rosenthal. W have
been nonitoring these hearings for M nnesota
M ni ng and Manuf acturi ng Conpany, Sequel
Cor poration (phonetic) and Sun Chem cal Conpany,

and our prefiled questions are being posed for
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several of our clients.

This is prefiled question No. 8
fromour January 16th filing. | had asked this
qguestion previously, and it was deferred to the
panel . The proposed rule provides a source with
two nmeans of exenpting out of the ERMS system
The source can either accept a 15 tons per season
em ssion limtation or submt an ERMS application
in which it proposes to accept a baseline which
refl ects an 18 percent reduction in VOM
em ssions. Please el aborate on the sel ection of
the 18 percent for the em ssion reduction
requirenent in this exenption

MR ROVMAINE: Alittle bit of
background. This exenption fromthe trading
program was requested on behalf of certain types
of sources. The agency agreed to the exenption if
t he source woul d provide a substantial reduction
source-wi de. W settled on 18 percent as one and
a half tines the 12 percent reduction generally
being required froma market perspective. The
agency's preference is that sources participate in
the market, the tradi ng program and make surpl us

reductions available to the general nmarket and to
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ot her sources.

The 18 percent |evel assures that
sources carefully consider whether they pursue
this exenption. However, froman air quality
perspective, the 18 percent exenption does enhance
the trading programis ability to provide a rate of
progress required for 1999 which is our
fundanment al purpose for the program So we did
accept the source's request and accommodat e them

M5. FAUR As a follow up, was there
consi deration of a 14 percent reduction or a 16
percent reduction for this exenption?

MR ROVAINE: | think other nunbers were
thrown at us. We decided 18 percent was a good
numnber .

HEARI NG OFFI CER FEI NEN:  Mbving on to
the questions fromDart Container in the sanme
Secti on 205. 205.

MR NEWCOMB: Chris Newconb on behal f of
Dart. These questions have all been asked and
answered by previous questions.

HEARI NG OFFI CER FEI NEN:  Thank you.
guess noving on to subpart C of the outline

Section 205. 310, ERMS applications, Tenneco.
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MR, FORCADE: Yes. Section 205.310, our
guestion No. 6 has been asked and answer ed.
Question No. 7, will sources be allowed or
required to submt information prepared under
ot her prograns such as the Cean Air Act
Permtting Progranf Under Section 205.310(b),
what information may be referenced and not
resubm tted?

MR SUTTON: Well, if you' ve already
provided this information, and a great deal of
this informati on has al ready been accunul ated in
the Title Vpermt. |If it isinthe Title V
permt and you can cross reference it, that is
acceptable to us.

MR, FORCADE: So the answer is any
information we can cross reference to the Title V
need not be submtted in the ERVS application?

MR SUTTON. That's correct.

MR, FORCADE: Under Section
205.310(b)(1)(C, in order to adjust the baseline
for voluntary over-conpliance under Section
205. 320(d), what information nust a facility
provide to the agency in its ERVS application in

order to neet the requirenent that the facility
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submt, quote, "sufficient information for the
agency to determ ne the appropriate adjustment,”
cl osed quot e?

MR, ROVAINE: In general we're | ooking
for the source to provide the information to
establish the baseline. W want themto put in
order what they think the baseline is and for us
to be in a position to review it and the
particul ar question of voluntary over-conpliance
what we need to see is that the source has in fact
reduced its VOM em ssion rate after 1990, and in
fact, has reduced it beyond the |evels of 1996
appl i cabl e requirenments.

MR, FORCADE: As a followup, would this
require an emssion unit by em ssion unit
em ssions quantification, a regulatory
applicability analysis for each such unit and an
eval uation of the date and i nplenentation of those
regul ations at the state level ?

MR ROVAI NE: Sone of the information
you nentioned woul d have to be provided already in
their CAAPP application. | guess we're
specul ati ng now what would be required in a

particul ar circunstance and the particul ar
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changes have been made to the units and what are
the result for the em ssions of those units.

In other cases, several units may
in fact be capabl e of being addressed as a group
Changes to those units may have been made as a
group. The applicable regulations applies as a
group. So it may not be necessary to break down

em ssions by unified analysis, but we will

continue | ooking at the group of em ssion units as

a whol e.
MR, FORCADE: | believe question No. 9
has been asked and answered.

Question No. 10 has a series of
subparts. It begins, what aspects of the ERVS
other than the initial ERMS application require
significant nodification of a Clean Air Act permt
whi ch can take up to nine nonths to process?

Question A, will increases to a
source's seasonal em ssions or the subsequent
purchase of ATUs require any nodification of the

Clean Air Act permt?
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MR SUTTON: It will not require a
nodi fication of a CAAPP permit if that increase
doesn't violate an underlying requirenment of the
CAAPP permt itself. What I'msaying is if you
had -- for sone other reason your Title V permt
accepted a nmonthly limtation, you would not be
able to exceed that in your CAAPP permt, but the
seasonal allotnents that you get basically define
t he boundari es of which you have your own ATUs or
need to purchase ATUs.

MR FORCADE: WII| decreases to a
source's seasonal enissions or the subsequent sale
of ATUs require any nodification of a CAAPP
permt?

MR SUTTON:  No.

MR, FORCADE: WII selling or purchasing
ATUs require any nodification of a CAAPP permt?

MR SUTTON:  No.

MR, FORCADE: WII| a one-year transfer
fromone facility to another require permt
nodi fi cati on?

MR SUTTON:  No.

MR, FORCADE: WIIl a 10-year transfer of

ATUs fromone facility to another require a permt
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nodi fication for either facility?

MR SUTTON: It would not require one.

At the time -- the permts thensel ves have a
five-year life. |If we're in fact |ooking at
somet hing that |ong range, we may want to address
that when we review those permts, just reflect

t he bal ance. That wouldn't necessarily require
nodi fi cati on.

MR, FORCADE: Then as a follow up, would
a permanent transfer of ATUs from one em ssion
unit -- one facility to another facility require a
Clean Air Act permt nodification?

MR SUTTON: Let nme ask a clarifying
qguestion. Wuld this involve a shutdown?

MR, FORCADE: No

MR, SUTTON: Then | woul d say not.

VMR FORCADE: But | have a whol e series
of questions about shutdowns later. |If a source
el ects to be exenpted fromthe ERVMS under Section
205. 205(a) because it agreed to limt em ssions to
15 tons per season, will this require a
nodi fication of a CAAPP permt?

MR SUTTON  Yes, it would. Wat was

t he question again? You said they were currently
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exenpt and wanted to becone un-exenpt or back into
t he progranf

MR FORCADE: No. This would be the
process of becom ng exenpt, would that facility
then have a 15 ton per year cap or limt, seasonal
em ssions limt placed on their permt?

MR SUTTON: If the conpany elects to
take the 15-ton exenption, that will becone a
permt condition in their Title V permt, that
15-ton limt per season.

MR ROVAINE: Just jump in. W're
trying to do all these CAAPP pernmits to initially
address the training programso there wouldn't be
a nodification of the CAAPP permt required.
That's just the way their initial CAAPP permt
woul d be issued.

MR FORCADE: |If a source elects to be
exenpted fromthe ERVS under Section 205.205(b)
because it agreed to reduce em ssions by 18
percent, will this require a nodification of a
permt?

MR ROVAINE: And it has to be
di scussed, yes, it would.

MR FORCADE: And it would correctly
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i nclude a nunerical emssion linmtation equival ent
to an 18 percent reduction over baseline em ssions
as a seasonal limt?

MR ROVAINE: | think the question
t hought was if the source decided to give up this
exenption.

MR FORCADE: No. |If a source elects to
be exenpted fromthe ERMS program in other words,
if it requests --

MR SUTTON: If you seek that exenption
based on the 18 percent, that nunmber woul d be
reflected -- the 18 percent reduction, your tota
VOVE per season would be reflected in your Title V
permt as a permt condition

MR FORCADE: As a nunerical ?

MR SUTTON:  Yes.

MR FORCADE: | believe I"'mstill
continuing. Referring to Section 205.310(g)(3),
whi ch provides for the requirenments for ERVS
applications for new participating sources, please
expl ai n how new participating source should
determine howit wll obtain ATUs for the next
three seasons?

A, can a source neet this
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requi renent by nerely stating to the agency that
it will purchase ATUs on the open market or ACMA,
whi chever is avail abl e?

MR, ROVAINE: No. The rule specifically
requires that the source provide its plan to
obtain ATUs. A sinple conmtnent of this type
woul d not necessarily constitute a plan. W would
expect sone further evaluation of the
ci rcunst ances and sone approach that woul d
denonstrate a |ikelihood of success.

VMR FORCADE: Must a source neet this
requi renent by entering into a contract to
pur chase ATUs from anot her source?

MR ROVAINE: No. That might be an
accept abl e approach, but there's no specific
requi renent that they have a contract. They could
al so enter into an option agreenment. They m ght
get an offer to sell ATUs from sone ot her source.
They may be able to describe sonme proposed changes
they may make from other sources to obtain ATUs
that are within their control.

They m ght sinply show they already
have sufficient ATUs being built up in their

transacti on account. They night show that they've
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set aside adequate funds to purchase ATUs at the
prevailing rates with some sort of reasonable
reserve. So there are a whol e range of options
that a source in this circunstance can pursue. W
can't really specify which one -- we don't specify
whi ch one has to be followed. They sinply have to
provide us a plan that shows they will have those
of fsets avail abl e and the necessary ATUs to
satisfy the offsets requirenent when they becone
due.

MR, FORCADE: If |I'm understanding you
correctly, the source nust do sonething nore than
say they intend to purchase ATUs on the open
mar ket, but they do not necessarily need to go so
far as submitting a signed contract for those ATUs
to the agency. Could you elaborate a little bit
on what in the mddle -- what type of
docunent ati on the agency would need in order to
satisfy the requirenents for ATUs for three
seasons?

MR ROVAINE: Well, as | said, we want a
plan, and the plan is nore than sinply a bald
statenment saying, we'll get ATUs, but one show ng

that they've thought about a specific way to get
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ATUs or a nunber of options, and they think they
can carry sone or all of those options to
conpl eti on.

MR, FORCADE: One of the options you' ve
mentioned was the sufficient nmethod of capital to
purchase ATUs on the open market. Would the
facility need to supply a letter of credit to the
agency?

MR ROVAINE: | don't think we would
expect that. W would sinply want to nake sure
t hey have contenpl at ed what anount of resources
woul d be necessary for that expenditure, that they
haven't clearly underestimated the anount of noney
that will be required. So when the tinme cones to
purchase the ATUs, they will have enough noney to
purchase the required anount.

VMR FORCADE: Wuld a statenent that we
anticipate the cost of ATUs for three years to be
X dollars and we have adequate financial reserves
to pay that be enough to satisfy the agency?

MR ROVAI NE: That's specul ative, but
it's conceivable it would.

MR, FORCADE: Under this section, is the

new source required to obtain any of the ATUs
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before the reconciliation period?

MR ROVAINE: No. They are required to
provide the ATUs at the end of the reconciliation
period |like other participating sources or new
partici pating sources.

MR, FORCADE: For a Cean Air Act permt
source which is not required to participate in
ERMS, what procedure will it be required to foll ow
in order to conply with ERVS and CAAPP if it
becomes a new participating source under ERMS?

For exanple, a source enits seven
tons per season operating one shift. The source
is not required to participate in the ERVG. |f
t he source expands to three shifts in 2001 and
emts 21 tons per season, what requirenents mnust
it meet under the ERVSG and will it be required to
obtain ATUs?

MR ROVAINE: First by way of
clarification, you' ve described a source that is
i n existence when the trading programstarts up so
this source woul d never beconme a new participating
source. It's always a participating source. As a
participating source, it would be entitled to an

allotment. The question is what allotnent it
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woul d be entitled to, and that really depends on
how it expands its operations and howits permt
is set up. So I think the description you've
provi ded here doesn't nention that this is a major
nodi fi cati on.

MR, FORCADE: |I'msorry, is that a
guestion?

MR ROVAI NE: W have established two
routes really that a source that isn't a
participating source that has an increase in
em ssi ons becones a participating source, there's
one route established for sources that have mgjor
nodi fications. There's another source for sources
that do not undergo mmjor nodifications.

MR, FORCADE: | think the analysis using
an expansion of shifts was predicated on the idea
that that would be exenpt in Illinois fromthe new
source revi ew requirenents.

MR ROVAINE: In that circunstance, the
source woul d receive an allocation of ATUs after
it has gone through that first season where it
becanme -- went over the 10-ton per season
applicability criteria.

HEARI NG OFFI CER FEI NEN: Let the record
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reflect that M. Romaine is responding to question
12A.

MR, ROVAINE: So they would have to
submt an ERMS application. It would have to
provi de em ssion data for that key season where it
exceeded the applicability threshold, and then
ATUs woul d be allocated to that source for the
foll owi ng season.

MR FORCADE: Would those ATUs be
al l ocated prem sed on a baseline of seven tons per
season or on a baseline of 21 tons per season?

MR ROVAINE: W set up the program

(Conference off the record.)

MR ROVAINE: It would be based on the
first season in which they exceeded 10 tons per
season. In this case it's described. The first
season woul d be 2001 where it emtted 21 tons
during the season.

MR FORCADE: So the baseline would be
predi cated on assum ng a constant em ssion, would
be predicated on 21 tons |less 12 percent?

MR, ROVAINE: That's correct, assuning
it doesn't qualify for an excl usion.

HEARI NG OFFI CER FEI NEN:  Any addi ti onal
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followup to that from Tenneco? If not, then
think we're nmoving on to Sonnenschein's questions
2 and 7E for the questions that were filed on
January 16th, 1996.

M5. FAUR  This is prefiled question
No. 2, and it concerns the integration of the ERVS
requi renents into the CAAPP application

Does the agency intend to
i ncorporate the ERMS requirenents into the CAAPP
-- or the CAAPP permt prior to public notice of
the permts, or will certain sources be required
to participate in additional notice periods to
integrate the ERVMS requirenents into their CAAPP
permts?

MR SUTTON:  Well, our intent is to
review the ERVS applications concurrently with the
CAAPP applications and only put themthrough
noti ce period once to avoid that.

M5. FAUR  This is question 7E of our
prefiled questions. Many sources have requested
pl ant-wi de applicability limts or facility-w de
CAAPPs for operational flexibility in their CAAPP
applications. These facility-w de CAAPPs were

based upon maxi num operating capability of the
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facility to avoid lengthy permt nodifications
based on product and busi ness demands changi ng
over tine.

The proposed rul e, however,
requires sources to determne their baseline based
on average actual em ssions regardl ess of whether
these em ssions reflect current business trends or
product mx for the facility. To what extent can
facility-w de CAAPPs be reconciled with the
em ssi on reduction and baseline determ nation
requi renents of the proposed rule? |If the agency
determ nes that a facility-w de CAAPP or
pl ant-wi de applicability limt may not be relied
upon for ERMS purposes, will it refund the
source's filing fee based on those hi gher em ssion
| evel s?

MR, ROVAINE: That's a lot of questions,
but the sinple answer is no noney back.

M5. FAUR  That's what | thought.

HEARI NG OFFI CER FEI NEN: Pl ease, when
you read your questions, go a little bit slower so
the court reporter can keep up with you. That was
alittle fast there.

MR ROVAINE: In terns of going through
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some of the points, though, this question concerns
the permtted annual emnission |evels proposed by
sources in their Title V applications. These

em ssion levels aren't really plant-w de
applicability limts, which is a termthat relates
to non-attai nnent new source review. Rather these
proposed levels in the Title V pernit are the
source's estimate for their permtted maxi mum

em ssions and what the source wants to be
permtted for in terns of what they then pay for
their pernmt fees.

VWhen a source is permitted in this
way, it doesn't allow unrestricted operation up to
that level. A permitted em ssion |level only
all ows operational flexibility to operate that
source up to that emission level in certain fairly
limted circunstances. One, there can't be other
nmore stringent limts that apply and constrain the
operation. You can't physically nodify that
source or nodify particular em ssion units that
trigger new source review, and you certainly can't
add new emi ssion units that would require
construction permts.

So the permt emssion level is
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someti nes m sunderstood in terns of believing it's
unlimted operating flexibility, and that's just
not the case. It may provide sonme flexibility,

but the key thing to think about is it does define
what you pay for your fees, and then | think
you' ve al so nmade sone conments about how t he
basel i ne determ nation process is made. W
certainly think that the selection of two seasons
out of "94, '95 and ' 96 does accommpdat e busi ness
trends and product m x, and we've gone beyond t hat
to say on a case-by-case basis, you can go out to
'90, '91, '"92, '93 or '97, and that certainly
further accommodat es atypical conditions to make
sure that sources have baselines that they should
be able to live within and we consi der
representative

That's what gets nme to the question

itself, and a source can certainly revise the
proposed permtted em ssion levels that it's put
inits Title V application. For exanple, if a
source sees that it will be reducing its VOM
em ssions to conply with the tradi ng program and
really no | onger needs that old previous permtted

em ssion level, they will be able to take
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advantage of it. They can certainly come in and
propose a |lower permtted em ssion level inits
Title V application. 1t can cone in and revise
its Title V application with that new i nformation
and that would then determine what it would pay in
the future for -- future permtted fees, but as |
said, it would not alter what it owed in the past,
and | guess | would al so caution, though, that if
| were a source, |I'd think about that very
careful |y because the tradi ng program by itself
doesn't limt a source's em ssions.

The tradi ng programonly requires
the source to hold allowance trading units for
whatever is emtted, and it's whatever is emtted
during the seasonal allotnent period. So the
tradi ng program doesn't put any restrictions on
annual em ssions froma source. |If a source cane
in and said, I"'mgoing to accept a |lower permtted
em ssion level, then they would in fact be
restricted how they operate on an annual basis.

So | think I've covered all the points that you
touched on your question, but | think you have a
foll ow up

M5. FAUR  Just to clarify, if I'm
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under st andi ng your response, if a source had
requested operating limts which would refl ect
their maxi mum operating limt on a piece of

equi prent or |ike the equipnent in the facility in
their CAAPP application, they could still receive
a CAAPP application with that limtation in it and
have an em ssion baseline for the ERVS program
that differed fromthat actual permtted em ssion
l evel ?

MR ROVAINE: That is correct.

HEARI NG OFFI CER FEI NEN: W' re noving on
then to M. Trepanier's question No. 30.

MR TREPANIER  What tine and resources
wi Il be necessary to analyze the ERMS applications
to your know edge and expectation?

MR SUTTON: Well, we currently have 40
permt analysts in the bureau of permts section
we have hired and trained primarily to handl e the
Title V permits. Again just point of
clarification, the source itself will have to put
together its ERMS application and docunent and
justify the basis for that application

Qur function then is to reviewthe

informati on submtted to us which is consistent
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with how we currently do things. So we see that
ERMS application review fitting in nicely with the
Title V application review because it has --
covers the same sources and the same types of
units, and so we feel that we have the resources
and the people available to do that.

MR, TREPANI ER: | understand that you
can't answer the question directly. Can you nake
an estimate of what the time is going to be
necessary to anal yze these applications?

MR SUTTON.  The rule itself tells ne |
have to do a prelimnary baseline determn nation
wi thin 120 days of receipt. W've already assuned
that we'll have to put together an application to
assist people to file. W also assune that we'll
probably have to be available to neet with people
to discuss their baseline determ nations.

We of fer that assistance as we had
when we all owed people to conme in and talk to us
about putting their CAAPP applications together.
Once it's submitted, we assunme that we can
conplete that review W have not done a detailed
anal ysis of how nmuch additional manpower that it

m ght take. M boss has told nme that |'ve got
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pl enty of people to do that. Actually in reality,
I think we can handle it with the staff we have,
and as Title V applications are proceedi ng, we
shoul d be able to pull it off.

MR, TREPANIER: |I'mtrying to reach the
i nformation on what kind of an investnment we're
going to be nmaking in processing these ERVS
applications. 1Is that the 40 analysts? 1Is that
the best estimate you can do?

MR SUTTON  Yes. Now, let ne ask one
point of clarification. W also have to review
800 CAAPP permt applications which is the
underlying reason why we hired the 40 anal ysts and
t he underlying reason why people pay us fees to do
the Title V processing. | guess I'd also like to
el aborate if in fact we did not have ERVS
avai | abl e and had to go to command and control, ny
section woul d al so be responsi ble for review ng
construction permts for that command and
control. So | see this as a trade off of
resources, not as an additional new source.

MR, TREPANIER Is it your anticipation
then that your section will not be review ng

construction permts once the ERVS applications
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are being submtted?

MR SUTTON: No, we will continue to
review construction permts, but if we had to go
to across the board, as we've historically done,
with coming up with the conmand and control rule
and say, now you have anywhere from 18 nonths to
three years to put that in place, those dictate --
historically have dictated the additional use of
control equi prent which we require themto
permt.

Under this particular program
there will continue obviously to be construction
permts but not to the scale that woul d have been
driven by conmand and control type approach

MR, ROVAINE: Let ne junp in, Don, as
wel I, that one of the other things about Title V
applications is they're supposed to be a
conprehensive listing of the applicable
requi renents applying to a source. If we
conti nued on conmand and control rules, we would
be periodically reopening people's applications
and nodifying themto add in additional command
and control requirenents.

So we would have a fairly
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substantial burden in having to -- | don't know
Each tine the command and control rule applies to
one of our 200 sources or 250 sources changed, we
woul d be involved in permt nodification that
woul d sinply be a sizeable undertaking if we
conti nued under command and control regul ations.

MR TREPANIER  What tine and resources
are expected to be necessary to make the
case-by-case determ nation during the allocation
process for the |l evel of control present on an
em ssion unit for which the polluter is seeking an
excl usi on based on BACT or BAT?

MR SUTTON: Again as a point of
clarification, the applicant thensel ves has to put
toget her the application and be able to defend
it's election. So it has to nmake the case for ne,
and | review the information submtted to them
We currently do a simlar type review as part of
our BACT reviews for PSD type applications. W
have generally done that by having an anal yst
assigned to that.

If he has problens, he then has a
peer group he can take it to basically which is

made up of senior permt analysts or unit
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supervisors to then collectively say what
experi ence they have as far as seeing simlar type
of approaches in the past. So for exanple,
sonmebody makes a BAT determ nation. An anal yst
has sonmebody he can go to and say, they nmade a
fairly good showing, is this consistent w th what
we' ve done in other areas, and they can then as a
group decide that it is consistent or not or ask
for additional information.

W agai n have not done an
i ndependent eval uati on of exactly how much
resources it would cost to do that, but we feel
that again it would be covered as part of -- since
we're currently going through the Title V permts
and we have to deternm ne what rules apply to those
sources now -- and again, the obligation was on
the source to provide that. But we have to
confirmsource properly identified all applicable
regul ati ons and what nonitoring, reporting and
recordi ng woul d be done with those nodifications.

That's already been identified in
the Title V permt that they have sought. So as
part of their BAT, | woul d suggest they would then

go through the source and say, we obviously are in
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conpliance, and we feel that we've got a high

| evel of conpliance and can build on that CAAPP
application. So this is an extension of the CAAPP
application review that they've already
anti ci pat ed.

HEARI NG OFFI CER FEI NEN:  Seei ng no
foll owup, |I guess we'll nove up

MR, SAINES: | have one foll ow up
guestion, and it relates to Tenneco's question
No. 12. It's ny understanding that the answer to
t he question concerning a source that first
becomes subject to the rules of 2001 is that they
will receive an ATU all ot rent based on one-year's
worth of em ssions stated, that first year that
they exceed the 10-ton limt. WAs that the answer
t here?

MR ROVAINE: That's correct. This is
an existing source that had been under 10, first
goes above 10-ton, receives a limt in 2001

MR, SAINES: Could the agency el aborate
on why this particular source will be given ATUs
based on one year em ssion data, whereas sources
where three years' worth of enission data is not

existing prior to the rule first being
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promul gated, they get three years worth of
em ssion data to which ATUs will be allotted?

MR, ROVAI NE: This was an approach t hat
was selected to deal with sources that originally
had enmi ssions |less than 10 tons so they were not
originally affected by the trading program W
were concerned that allow ng additional periods of
time would all ow even higher baseline em ssions so
we wanted to get theminto the programas quickly
as possi bl e once they have gone above the 10-ton
per season em ssion |evel.

MR, SAINES: Thank you.

MR, TREPANI ER:  Conti nui ng the
guestioning on 12A, why did the agency not require
that emtter who is now goi ng above 10 tons to
purchase ATUs for those greater em ssions that are
not accounted for on the original CAAPP?

MR, ROVAINE: Again it was sinply the
approach taken to a source that was initially
out side of the program a source that had been
attenpting through the years to keep its em ssions
conpl etely bel ow 10 tons per year

VWen there is a maj or change at

that source that brings theminto the program a
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deci si on was nmade that we would give themthat one
year where they exceed the 10 tons as the basis
for their entry into the program

MR, TREPANIER: Is there a certain way
that the agency is going to determne if sonmebody
was an existing -- howis the agency going to

determ ne if sonebody was an existing emtter

under 10 tons? Wuld a one-ton emtter be able to

get an increase to 22 tons and get a 22-ton
allotment in the year 2002?

MR ROVAINE: Well, the exanple you' ve
descri bed probably involves a nmajor nodification.
So the major nodification would be treated
differently. This is one that in fact has an
i ncrease in emssions that would not be a mgjor
nodi fication, and in terns of what we've said,
that source, if it in fact has an increased
em ssi ons, goes frombeing | ess than 10 tons per
year or season to nore than 10 tons per season
woul d receive an initial allotnment based on that
season in which it exceeds 10 tons. O course,
its allotment would then be reduced by 12 percent
unless it qualifies for an exclusion

MR TREPANIER: You coul dn't foresee
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going fromone ton to 22 tons, but you could see
someone going from7 tons to 21 tons?

MR, ROVAINE: You're asking ne to
specul ate. That's the exanple | responded to, and
it's conceivable. It seenms surprising to ne that
a source would go fromone shift to just three
shifts that quickly. Usually changes occur nore
gradual Iy at manufacturing plants, but it's
concei vabl e.

HEARI NG OFFI CER FEI NEN:  Any
addi ti onal ?

MR, TREPANIER: If they could do that,
there woul d be an inpetus to do that, woul dn't
there, if they wanted to sell those 22 tons of
al | ot ments?

MR ROVAINE: Well, that's correct.

That woul d be one factor. On the other hand, it's
very expensive to run a manufacturing plant

wi t hout having a market for the product you
produce. The first inpetus is in fact there is a
demand for the product that encourages nme to
produce nore material for sale. The inpact on the
tradi ng program woul d be m nor conpared to that.

MR, FORCADE: |I'mready to go on to our
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next section.

MR, DESHARNAIS: M. Ronmine, | was just
asking if you could additionally clarify how these
em ssions would be included in the overall CAAPP
establ i shed based on 1990 em ssions?

M5. SAWER: |'m not exactly sure what
you' re asking

VMR DESHARNAIS: It seens to ne that
these em ssions that you're tal king about is a
source that expands -- is in existence and then
becomes subject to the ERMS tradi ng program
Their baseline is going to be determ ned after the
initial baseline was established for the whole
CAAPP trading program It seens that these are
em ssi ons which are higher than what we were
taking into account for themin 1990.

MR ROVAINE: Well, they certainly would
be hi gher than what we're taking account for them
in 1996, the start of the trading program you're
correct, and the additional em ssions could affect
what has been called to us the cap on the tota
flow of emissions, and whatever effect that has
woul d have to be eval uated when we did our

periodi c revi ew of whether we were achieving our
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rate of progress planned requirenents.

MR DESHARNAIS: Wuld this type of
expansi on be included in all owance nade for
growt h?

MR FORBES: Yes, this mnor source of
grow h has been accounted for.

MR, DESHARNAI'S: Thank you.

HEARI NG OFFI CER FEI NEN: Before we break
for lunch, I want to finish up the next section
which is Section 205.315, CAAPP permits for ERMS
sources, and then we'll break for lunch before we
go on to baseline em ssions because | think that
m ght take a while.

MR, FORCADE: Mbving on to question 13
on page 7 of our subm ssion, Section 205.315, it's
difficult to determ ne what VOM em ssions
l[imtations and other ERVS rel ated conditions wll
be contained in a Title V permt for an ERVS
source. WII the agency provide the text for a
hypot hetical Title V ERVS permt for a sinple
sour ce which would show the ERVS terns and
condi tions?

MR SUTTON: Let nme start out as a point

of clarification. The Title V permt will convey
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t he underlying state and federal requirenents for
conpliance. It will also convey a nethod of
determ ni ng your actual em ssions during your
season, but those will not be limts. Those wll
just define how you account for your actua
em ssions so that you can tell the conpliance how
many ATUs you need. You either got enough or not
enough at the end of the season

Those particular limtations wll
actually be carried forward from what you present
as part of your baseline determ nations. So the
nmet hods you' ve used historically to come up with
your actual em ssions, our plans are to take that
and carry that forward as a record keeping vehicle
inyour Title Vpermt. So it's sonmewhat
dependent on what the source presents to ne. Does
that get at where you're headi ng?

MR, FORCADE: Partially. | was |ooking
nore towards the sort of general |anguage that
woul d be enployed in ERVS terns and conditions in
a permt. Since we have not seen one, it's
difficult to understand how t he agency intends to
implenent it, and | was just curious if there had

been any sanples or drafts what an ERMS permit
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woul d | ook like that we could see the kind of

| anguage the agency would put in for ternms and
conditions so we would have a better understandi ng
of how the agency intended to address this in
Title V permts.

MR SUTTON: Well, obviously our intent
is to hold off and do this after the ERVS
applications cone in and putting themout to
notice. W have actually not drafted one to that
poi nt yet.

MR, FORCADE: That would be at the close
of public conment here, wouldn't it be?

MR, SUTTON: More than likely. One of
the other areas that we're heading into, though
as far as going back to -- we are planning on
drafting some Title V pernmits for sources that
aren't in the ERVG trading program but let's say
on the netro east area on under 219, and so there
will be sone drafts available of those. So you
can get what sonme of underlying CAAPP permts
m ght |look like, but it won't reflect what the
ERVS portion will [ook I|ike.

MR, FORCADE: The area of confusion I'm

having is |I've seen CAAPP permts from ot her
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states. 1've seen draft CAAPP permits in
I[Ilinois. 1've never seen any ERMS | anguage, and
therefore | don't know what it is, and | was
asking if there was any of that, but | think we
can nove on to the next question

The foll owi ng question is an
attenpt to determne what linmts m ght be
contained in a Title V ERVS application-- permt,
excuse ne. Facility Pis a single sinple paper
coating line that operates at 50 percent of its
maxi mum capacity with actual em ssions of 10 tons
of VOM per year, 50 tons per season -- |l'msorry,
10 tons per nonth, 50 tons per season and 120 tons
per year.

Facility P nmeets the reasonably
avai | abl e control technol ogy standard for VOM by
using a coating with a VOM content of 2.3 pounds
per gallon. Facility P's existing permt contains
only the 2.3 pound per gallon limt and daily and
annual production linmts equivalent to 20 tons per
month which is its potential to emit and which is
twice its actual em ssions. After the ERVB is
inplenented in Title V, will the Title V contain

the 2.3 pound per gallon limt?
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MR ROVAINE: Yes. You've described
this as a RACT requirenment. RACT requirenents
will certainly be carried over to the Title V
permt.

MR FORCADE: WIIl the Title V permt
contain a daily VOM em ssions limt equivalent to
20 tons per nonth?

MR, ROVAI NE: Again this would depend on
what is the basis for the current limts in that
source's permt. So if | assune that these
requi renents foll ow conditions of the construction
permt that are federally enforceable that were
establ i shed for the purpose of new source review,
then those conditions would certainly be carried
over.

If in fact, those are sinply
conditions that appeared in the source's operating
permt for which there is no regul atory
requi renent, one of the things that would occur in
the Title V permit would be to clean up the
exi sting operating permts, and if in fact there
were conditions without a regulatory basis for
them we would not continue those conditions into

the Title Vpermt. Conditions in operating
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permts are certainly suspect on their face
because those aren't federally enforceable unless
it's a federally enforceable state operating
permt. So again, we would have to |look at it on
a case-by-case basis to see exactly what is the
underlying reason that those conditions appear in
the first place

MR, FORCADE: The third question is,
will the Title V permt contain an annual VOM
emssions limt equal to 240 tons? Wuld that be
t he sane answer?

MR ROVAINE: That would be the sane
answer .

MR, FORCADE: WIIl the Title V permt
contain a seasonal VOM emissions |imt equival ent
to 50 tons?

MR ROVAINE: No, it would not.

MR FORCADE: If not, will it contain
any seasonal VOMem ssions limtation?

MR ROVAINE: No, it would not. This
has been described as just an ordi nary
participating source. The Title V permt for an
ordinary participating source would not limt its

em ssions on a seasonal basis. It would sinply
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descri be what the baseline em ssions were and what
the allotnent of ATUs to the source were as a
result.

MR SUTTON:  And it would al so establish
what net hod you woul d use to reconcile that numnber
at the end of the season.

MR, FORCADE: WIIl the Title V permt
contain a 1999 VOM enissions limtation equival ent
to 50 tons reduced by 12 percent?

MR ROVAINE: No, it would not.

MR, FORCADE: |If the source purchases or
sells ATU, will the seasonal VOM em ssions
[imtation in the pernmt be adjusted upward or
downward? Am | correct in assumng that the
answer is no because there will be no seasona
l[imtation?

MR ROVAINE: That's correct.

HEARI NG OFFI CER FEI NEN: Ckay. Moving
on to Dart Container's question No. 5 unless
there's any followup to that. Dart Contai ner
guestion No. 5.

MR, NEWCOVB: Chri st opher Newconb for
Dart Container. | think to some degree this may

have been covered by previ ous questions, and since
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there's only one question, I'll go ahead and throw
it out.

VWhy hasn't the agency proposed
greater flexibility for participating sources to
nodi fy the operations w thout adm nistrative
proceedi ngs formally changing the permt terns in
order to encourage greater reductions simlar to
the wide flexibility allowed under the Cean Air
Act's Title IV SO2 tradi ng program and consi st ent
with one of the principal goals of the CAAPP
Title V progran?

MR SUTTON: Well, | guess in response,
I think we feel we have done that. So that's the
pur pose we are proposing the programis to allow
that flexibility.

MR NEWCOVB: The goal of that question
when | first draftd it was that under the SO2
tradi ng program there seenmed to be w de
flexibility for sources to nodify their operations
wi t hout necessarily undergoi ng adm ni strative
proceedings to nodify their permts, and | didn't
see that sane flexibility necessarily afforded
here, but as | said when | started this, to sone

degree this may have been asked and answered
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because M. Rommi ne has said that the agency is
tied to the requirenents under the Clean Air Act
NSR nodi ficati ons and such, and | want to make
sure that is in fact the correct answer here.

MR, SUTTON:  Uh-huh. | guess the one
point we'd like to make -- and | guess this is a
kind of a followup to those previous questions --
is that there obviously will be annual limtations
and limtations carried forward to this program
that you just nentioned. But as far as the
season, we will establish the ATUs that are
allotted to you and the nethod for you to
reconcile at the end of the season what your
actual em ssions were, but there is -- for the
participating source, there is no limt during the
season that you can use if you can go out and buy
those as long as you're still in conpliance with
t he general underlying permit. So that's the
flexibility we see that is provided.

VR, NEWCOMVB:  Under st ood.

MR ROVAINE: | think the other
distinction that has to be nade is in terns of
em ssion determ nation nethods. Under the acid

rain program affected power plants are al
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subject to extrenely rigorous em ssion

determ nation nethods. Al of them | believe,
are subject to continuous em ssion nonitoring
whi ch nmeans the emi ssion determ nation nethod is
sufficient to address any change in operation of
those units.

Qur program does not mandate any
specific formof em ssion determ nati on net hods.
Em ssi on determ nation nethods will be set on a
case-by-case basis in a source's CAAPP permt.
That means there may be circunstances where the
em ssi on determ nation nmethods would have to be
changed or revi ewed before we allowed particul ar
changes in operations to be reflected in the
source's emssions. So | think part of the area
where we need nore oversight is really in ternms of
the em ssion determ nati on nmethods, but that's
because we've given a lot of flexibility up front
to sources to cone up with particul ar nmethods that
they think are appropriate for their operations.

HEARI NG OFFI CER FEI NEN: Can we go of f
the record for a second.
(Di scussion off the record.)

MR. TREPANI ER: A question of the
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agency, when do you anticipate you want to inform
sources of their allotnment of ATUs? And this
would be the initial -- the initial conmmunication
on this.

MR SUTTON.  Well, the sources have to
file, if this rule gets adopted, an ERMS
application by January 1st of 1998, and we have up
to 120 days to give thema prelimnary
determ nation as a baseline after that submttal.

HEARI NG OFFI CER FEI NEN:  For the
record' s purposes, that was a question directed
fromM. Trepanier in the prefiled questions.

It's under his questions for M. Sutton. It
starts out on, "page 9, when do you anticipate."

MR, TREPANI ER:  Then fromny prefiled
guestions, the final page, the third question,
will there be public notice and revi ew of ERVB
applications?

MR SUTTON.  There will not be
i ndependent public notice of ERMS applications.
However, they will be incorporated into the
overall Title V permt which there will be a draft
permt put out for public notice and comment. So

it wll be incorporated as part of the overall

L. A REPORTING - (312) 419-9292

995



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

CAAPP perm tting process which includes public
noti ce.

MR, TREPANIER: Can you give ne a little
nore clear indication when -- when the emtter
puts in their application, is there a certain
period of tinme that's going to elapse prior to the
public notice?

MR SUTTON: Yes, there probably will
be. W have the 120 days to do the
determ nation. W plan on doing our CAAPP permt
reviews for these particul ar sources even ahead of
that date to help assist in devel oping the
prelimnary ERVS applications. So once we have
the determ nation done, our goal is to take that
and then with the know edge we've al ready gai ned
on the CAAPP review, finalize that particular
CAAPP permt putting the two pieces together and
then putting it out as a draft permt to public
noti ce.

I would hope we could get that done
within another three to four nonths after that
120-day period. So it may -- sonetine, well, this
is on the record so you got this. Sometine

obviously prior to '99 you want to nake sure, and
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hopefully within the cal endar year 1998 we woul d
like to have the CAAPP permts issued for these
sources, at |least put out the notice.

MR TREPANIER  So | understand that the
public notice and opportunity to review these ERVS
applications and the proposed baseline of the
polluters is going to occur after the enmitters are
notified of how many ATUs they're going to
recei ve?

MR SUTTON:  Yes.

MR, TREPANIER: And prior to the
i ssuance of those ATUs?

MR SUTTON: Yes, that's our hope, to
have the actual CAAPP permit with the prelimnary
baseline determination issued prior to the 1999
season when they need t hem

MR. TREPANI ER: Does the agency intend
to utilize that opportunity during the public
revi ew of these ERMS applications to consider
i nput regarding a proper setting of these
basel i nes or the proper nunber of allotnents that
a polluter should receive?

MR SUTTON | would assune so.

MR, TREPANIER: So there may be a
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review, there may be revisions fromthat 120-day
noti ce of the nunber of ATUs, and when the ATUs
are actually issued, there's an opportunity for
revision there?

MR SUTTON:  Well, as in all cases when
we put the draft permt out for public notice, the
entire permt itself is available for public
scrutiny. |If sonebody enlightens us that in fact
there has been an error made in that, then we
woul d go back to the conpany, explain the process
and nake the adjustnents.

HEARI NG OFFI CER FEINEN: | believe we're
going to go to the questions fromthe coalition
The question is on page 12. |It's question 10 or
section 10. | don't know how you --

MR SAINES: This is our revised
prefiled questions, section 10 pertaining to
Section 205.315, and the question inplicates three
exanples. 1'Ill just read the question, and if you
need clarification, I will be happy to provide
it.

If a participating source |oses:
(1) an appeal of its baseline em ssions

determ nation; (2) an appeal of the nmethods it
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must use to determne em ssions; or (3) an appea
of a BAT determ nation, how will the agency handl e
the reconciliation of ATUs for seasons which have
passed and for which conpliance was based upon the
total allotnment or methods?

MR, ROVAINE: The rule provides that a
source is allotted ATU based upon its proposa
during the pendency of the appeal. So any
consequences for the future can be addressed as
part of the appeal itself, but there are no
consequences while the appeal is pending.

MR SAINES: Let nme ask for
clarification. Are you saying that if the source
| oses the appeal, there may be consequences that
are not reflected in the proposed ATU all ot nent ?
In other words, they won't get the ATUs that they
proposed, they will get a | esser ATU anmount?

MR, ROVAINE: That is correct, beginning
fromthe point at which that decision is made. It
woul d not apply retroactively.

MR SAINES: It would not apply
retroactively. So it would not be considered an
em ssi ons excursion for the season that has passed

during the pendency of the appeal ?
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MR ROVAINE: That's correct. The
reason -- hopefully all things will be taken so it
will be clearly out of sight of the season and
there woul d never be a decision that occurred in
the m ddl e of August.

MR SAINES: Thank you.

HEARI NG OFFI CER FEI NEN: | have one
followup question. |If there's no others, then
we'll break for lunch, and this is to anyone at

t he agency.

Whul d Section 40.2 of the Act apply
to the CAAPP permitting programthat includes the
ERMS?

M5. SAWER  Yeah, | believe so. That's
the ERVS permit appeal procedures.

HEARI NG OFFI CER FEINEN: That's the
Clean Air Act permt appeal, appeal procedure?

MS. SAWER  Yes.

HEARI NG OFFI CER FEI NEN:  Thank you. Any
ot her follow up questions? Seeing none, let's
break for lunch and be back in an hour, 10 to 2:00
or 2:00 o'clock. 2:00 o'clock let's be back
Thank you.

(Lunch recess taken.)
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HEARI NG OFFI CER FEINEN: We're back
after lunch break. W're going to start out with
Secti on 205.320, baseline subm ssions, the
guestions from Tenneco starting out with questions
15.

MR, FORCADE: Thank you, M. Chairnman.
M. Hearing Oficer, this is reading from page 8
of our pre-submtted questions, Section 205. 320,
basel ine em ssions. Referring to Section 205. 320,
inits statenent of reasons, the agency states
that, "a source's baseline emissions is
est abl i shed based upon actual production |evel and
its allowable rate of em ssions.”

VWhat is the nmeaning of "all owabl e
rate of em ssions"? Does "allowable rate of
em ssions” include any of the foll ow ng:
Em ssions within mandatory nunmerical linmts set by
federal statutes and regul ati ons?

MR ROVAINE: Yes. That termwould
i ncl ude nunerical emssion limts set by federa
statutes or rules. Essentially, | think what the
statenent of reasons neant when it used the term
al l owabl e rate of em ssions was applicable

requi renents effective in 1996. So it would be
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requirenents that will be effective in 1996 that
will be relied upon for the rate of progress plan
that would be reflected in a source's Title V

pr ogr am

MR FORCADE: Would it include em ssions
within limts set by new source review permtting
or new source review avoi dance permitting?

MR ROVAINE: Yes, it would.

MR FORCADE: Would it include em ssions
wi thin mandatory nunmerical limts set by Illinois
statutes and regul ati ons?

MR ROVAINE: Yes, it would.

MR, FORCADE: Wuld it include any other
l[imtations, and if so, please identify all such
bases for an "all owabl e rate of em ssions."

MR, ROVAINE: There may be sone ot her
enf orceabl e provisions that would al so be
consi dered applicable requirenments effective in
1996. | can't think of any off the top of ny
head.

VR, FORCADE: Does "allowable rate of
em ssi ons” include historical permt conditions
whi ch do not have a regul atory basis, but which

the facility did not appeal at the tine because it
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did not inpair past operations?

MR ROVAINE: This is an area where the
Title V permit process plays a role. If the
absence of an underlying regulation is recognized
during the Title V permtting process, then that
[imtation could be effectively elimnated. This
activity is sonetinmes referred to as permt
hygi ene, but one of the activities that USEPA
expects to occur during Title V permitting is to
clean up conditions in previous state permts and
to elimnate conditions that are no | onger
needed. Conditions that do have in fact
justification associated with themwould then be
carried over into the Title V permit so that the
Title V permit would be a conprehensive |isting of
all the applicable air pollution control
requi renents for a source

MR, FORCADE: Question No. 16,
continui ng the above quotation, the agency states
that, "and if this is higher than the actua
em ssions rate it is achieving, the source is
allowed to use its surplus enmissions to neet its
em ssions reduction target in the ERVS or may sel

any surplus ATUs on the market."
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W1l a source be allowed to include
inits baseline or receive ATUs for em ssions
l[imted by permt conditions which do not have a
regul atory basis, but which the facility did not
appeal because it did not inpair past operations?

MR ROVAINE: Well, | think I first want
to qualify this answer by saying there is the
requi renent that voluntary over-conpliance as
recogni zed by the ERMS occur due to sonme change or
i nprovenent made after 1990, but in terns of the
speci fic question, there would be nothing
preventing a source fromincluding those em ssions
inits baseline as a general matter, but | guess
if you're asking whether the source can receive
over-conpliance recognition in its baseline, then
you woul d have to go into the issue of whether in
fact it was a regulatory basis for that
[imtation.

If the limtation were changed that
there were no | onger a regul atory basis or
recogni zing that there is no |l onger a regul atory
basi s, then the source could not rely upon that
[imtation to establish voluntary over-conpliance.

In that case the source would have to use its
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actual em ssions to determ ne baseline emn ssions.

MR, FORCADE: Mbving on to question 17,
Section 205.320 provides that baseline em ssions
wi Il be increased for voluntary over-conpliance
that occurred after 1990 and results in em ssions
| ower than 1996 requirenents.

Under this subsection, what does
"applicable requirenments effective in 1996" nean,
and would it be the answer to the previous
guesti on repeated agai n?

MR ROVAINE: Yes, it would.
MR, FORCADE: | believe then you have
al so answered question B, and we withdraw it.

On the nunber C, does "applicable
requi renents effective in 1996" exclude maxi num
achi evabl e control technol ogy or MACT?

MR ROVAINE: No. MACT requirenents
could in fact be applicable 1996 requirenents.

MR, FORCADE: | believe you' ve answered
D. Does "applicable requirenents effective in
1996" include facilities or units for which the
state has not pronul gated any regul ati ons? For
exanpl e, how will the agency determine the

baseline for: A warehouse used to store products
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emtting VOM (2) a landfill emtting VOM or (3)
an industrial laundry that did not use VOM but
emtted VOMfromrags and cl othing which it

recei ved?

MR ROVAINE: | think the answer to the
general question is if particular em ssion units
are not subject to any applicable requirenents,

t he baseline en ssions would be based on a unit's
actual em ssions. The specific exanples that
you've mentioned, I'mnot sure that there aren't
applicable requirements for these operations.
Certainly new source review could
apply to these operations, and the USEPA has gone
out in an interpretive nmeno confirmng that new
source review is certainly applicable to whiskey
st orehouses, for exanmple. USEPA has al so proposed
new source -- actually adopted new source
performance standards that apply to new landfills
emtting VOM So if there were units for which
there were no applicable regul ati ons and go back
to actual em ssions, I'mnot sure you can
generalize with these particul ar exanples, though
MR, FORCADE: As a brief follow up,

could you give ne a little nore el aborate
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expl anati on about that meno on warehouses,
approxi mately what tinme frane or where | m ght
find it?

MR ROVAINE: | think it's a
determ nation that was nmade for Indiana in the
| ast coupl e of years.

MR SUTTON: It was definitely Indiana.

MR ROVAINE: | believe that's the type
of information that USEPA woul d nmake avail abl e
through its TTN i nformati on system

MR, FORCADE: And under question F, does
"al | owabl e rate of em ssions" include em ssions
within permit limts which do not have a
regul atory basis but which the facility did not
appeal because it did not inpair past operations?

MR ROVAINE: As | tried to explain
before --

MR FORCADE: Same answer ?

MR, ROMAI NE:  Yes.

MR, FORCADE: 18, will fugitive
em ssions be included in the baseline?

MR ROVAI NE: Yes, unless the em ssion
units are in fact significant activities.

MR, FORCADE: What is the agency's
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authority for regulating fugitive em ssions under
ERMS?

MR, ROVAI NE: The proposed rule will be
a board rule, and therefore, our authority isn't
in question. The authority of the board is
addressed by Title I, Title Il and Title VII of
the Environnmental Protection Act. W believe that
the board has anple authority to regulate fugitive
em ssions. The board has adopted regul ations, for
exanpl e, that apply to | eaking conponents, apply
to cooling towers, apply to architectura
coati ngs.

So we don't see any particul ar
restriction on the board's ability to go after
particul ar em ssion units sinply because the
em ssi ons can be characterized as fugitive in
nat ure.

MR, FORCADE: Are fugitive em ssions by
definition inherently nore difficult to capture
and control than point source em ssions?

MR ROVAINE: | wouldn't make that
generalization. Certainly there are sone
em ssions that we consider fugitive that are

relatively easy to control. For exanple, a
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| eaki ng conponent can be controlled by repairing
the leak. So identify a |eak, you go and repair
it. OQher types of fugitive em ssions can be
control l ed by changi ng process materials to | ower
emtting VOM materi al s.

I think even though it's sort of --
there's this great distinction between fugitive
em ssions and non-fugitive em ssions, it really
canme about in the federal programfor purposes of
applicability. So the federal regul ations do nake
the distinction between fugitive em ssions and
non-fugitive em ssions in certain cases to
determ ne whether a source is a major source.
However, once a source is found to be major, no
distinction continues in terns of the fugitive
em ssions versus the non-fugitive em ssions. Once
a source is mpjor, all em ssions at the source
have to be accounted.

MR. FORCADE: Brief followup, are
fugitive em ssions by definition inherently nore
difficult to capture than point source em ssions?

MR ROVAINE: Yes, that's the inherent
definition of fugitive emissions. |It's sonething

that either is not passing through a stack or
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coul d not reasonably pass through a stack, vent,
chi mey or ot her equival ent opening.

MR, FORCADE: Based on that, does the
ERMS di sproportionately inpact facilities with
| arge anounts of fugitive em ssions?

MR ROVAINE: | don't believe so. Since
it's a market program it attenpts to treat all
sources identically and allows individual sources
flexibility to determ ne the best strategy for
their particular circunstances, whether to reduce
t he VOM emi ssions thenselves, and if so, how and
whi ch units or whether to go to the marketplace to
obtain credits fromother sources.

HEARI NG OFFI CER FEI NEN: | guess
Sonnenschei n's questions from January 16t h,
qguestion 7D and 7F.

M5. FAUR  Question 7D is addressed by
the questions we filed on January 30th. So we
will withdraw that, and we are wi thdrawi ng 7F
because | believe it has been answered in the
testi nmony.

HEARI NG OFFI CER FEI NEN:  Thank you.

M5. FAUR  So noving on to the January

30th prefiled questions, this is -- they're al
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based on a scenario -- a consolidation scenario
for facilities coming into the -- or trying to
consol i date operations into the Chicago

non- attai nment area.

If a conpany has multiple
facilities in the Chicago area, all of which are
maj or sources of VOM have the appropriate permts
and are in conmpliance with all applicable
requi renents, what happens in the foll ow ng
situations: Question 1, two or nore facilities
are consolidated into a single facility after 1996
or after the initial baseline information is
devel oped.

1A, may the all owabl e em ssions
fromthe closed facilities be transferred to the
remaining facilities, i.e., can the baseline
em ssions of the facilities within the
non-attai nnent area that are part of the
consolidation to be aggregated to avoid the
conplicating factors of new source review, please
assune the emi ssion increase at the resulting
facility is less than 25 tons PTE

MR, ROVAINE: A couple of different

clarifications that | need to have. You've said
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that both of these sources are major sources, but
you've said that the consolidati on does not result
in a mjor increase.

M5. FAUR Right, right. They're
consol i dati ng operations, but the actual increase
wWill result in less than a 25-ton increase at the
consol i dat ed source.

MR ROVAINE: | think there are really
several options that a source has in that
ci rcunst ance when they're dealing with
consol i dations that occur after 1996. |If the
sources have not yet received allotnents of ATU,
one option would be to continue through the
process till they receive CAAPP permits reflecting
how t hose two facilities have operated and then
consolidate in terns of ATU

Anot her option would be not to
pursue the CAAPP permit for the facility that will
be ceasing operation at sone point, but instead to
address its change as an em ssion reduction
generator. | think that would be possible. And
then if the baseline hasn't yet been determ ned
but there will actually be transfer of operations,

it's conceivable that consolidation mght be able
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to be addressed as a pendi ng project.
In fact, there will be certain

em ssion units that will now be present at the
consol i dated source that have not yet operated for
t hree seasons at that new | ocation. Again
assum ng that that can be acconplished with a
construction permt issued prior to January 1st,
1998. So there are several different options that
woul d be avail able, and the source woul d have to
decide which is the preferable option for their
particul ar needs and tim ng

M5. FAUR  Could you explain the second
option, the option not to pursue a CAAPP
application, but to treat the facility to be
consol i dated as an eni ssion reducti on generator?
How woul d that work permtting? Wuld they get
like a FESOP or sonething for the interimperiod?

MR, ROVAI NE: You're asking whether the
facility that will be gradually phasing out its
operations needs to obtain an interimpernt that
woul d address its changi ng operations? | guess
per haps. That again woul d depend on the
particul ar circunstances whether the consolidation

wi || happen all at once so they can sinply
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wi thdraw the pernmit at some point in tine, whether
there will be a gradual change.

If in fact the two facilities wll
now be operated or owned by a single entity, its
concei vabl y necessary enforceabl e provisions m ght
be addressed in the CAAPP permt for the source
that will remain in operation. Again flexibility
and certainly the ERG process is designed to
provide flexibility to accormpdate a variety of
ci rcunst ances for non-participating sources that
wi sh to have em ssion reductions that are
converted into ATUs.

M5. FAUR This is 1B. Wth respect to
BAT requirements, would an agreenent to instal
BAT at the surviving source affect the issues?

MR. ROMAINE: No, it wouldn't. The BAT
really affects the requirenent to reduce baseline
em ssions by 12 percent when setting an
allotment. The issue you've posed is howto
conbi ne the baseline emnissions or address the
consolidation which is really a prior issue as
conpared to whether you have to do a 12 percent
reduction or not.

M5. FAUR  Question 2B, a conpany has
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two facilities, one within the Chicago

non-attai nnent area and another facility within
100 kil ometers upwi nd of the Chicago area. |If the
upwi nd facility is consolidated into the facility
in the non-attai nment area, can the em ssions from
the upwind facility be included in the baseline
for the surviving or consolidated facility within
t he Chicago non-attai nnent area? Wuld the
response to this question differ if this
consol i dation occurred in either one of these
three years, 1997, '98 or '99?

MR, ROVAINE: There is no provision for
participating in this program by sources outside
the non-attai nnent area. So sone of the options
we di scussed about pursuing a CAAPP pernmit or an
ERG process would certainly not be available in
this circunstance. The only option that would be
avai | abl e conceivably is whether there in fact is
physi cal changes that will occur in the facility
in the Chicago area so that sone of those changes
nmust be addressed through the provisions of
pendi ng projects, but it really doesn't provide
for any sort of transfer of baseline em ssions

fromoutside the non-attai nnent area into the
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non- attai nment area.

It would sinply be a determ nation
t hat because of changes that are ongoing at that
facility in the Chicago area, we have to
acconmodat e a pendi ng project.

M5. FAUR  Just a followup, if based on
the results of -- of OTAG s results or USEPA s
policy on use of emi ssion reductions in an
attai nnent area -- in a non-attai nnent area, could
this program be then changed or revised to include
this?

MR, ROVAI NE: The programcan certainly
be revised at some point in time, but that's al
very speculative in terns of what would ultinmately
be allowed by USEPA. |'mnot sure that they are
going to be that |enient about allowi ng credits
from out si de non-attainment areas. It would al so
have inplications for how the programdeals wth
the of fset.

If those type of em ssions
reductions mght not be capable of being used as
em ssion offsets, we mght have to come up with
some ot her provisions in the tradi ng program at

that point to properly distinguish between
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reductions inside the non-attai nment area and
reducti ons outside the non-attai nment area.

M5. FAUR. That |eads into the next
guestion, which is question 3. A company has two
facilities, one within the Chicago non-attai nnent
area and another facility nore than 100 kil oneters
upwi nd of the Chicago area. |f the conpany were
to consolidate operations into the non-attai nnent
area fromthe upwind facility, could the source in
the non-attai nnent area include em ssions fromthe
upwi nd source in its baseline, provided that
OTAG s findings or other accepted nodeling
denonstrated that there was an inpact fromthe
upwi nd facility on the Chi cago area?

MR ROVAINE: As | said, that's not the
scope of the current proposal. That's future, and
you can only specul ate what woul d be done in the
future rul enaking after those changes occur

MS. FAUR Question B, which I assune
the answer is going to be that it's specul ati ve.
Whul d the em ssions fromthe upwi nd source be
credited to the facility in the non-attai nment
area using a one-to-one ratio? |If not, what ratio

woul d be appropriate?
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MR ROVAI NE:  Wio knows what's even
necessary, if even possible.

HEARI NG OFFI CER FEI NEN: Do you want to
go ahead and ask question C, too.

M5. FAUR  Could this upwi nd source be
consi dered an em ssion reduction generator under
t he progranf

MR ROMAI NE: Not under the current

pr ogr am
M5. FAUR  Thanks.
HEARI NG OFFI CER FEI NEN:  Any
foll owups? We'll nove to M. Trepanier's

qguestions, No. 13, 14, 15, 16, 27A and B and then
some questions fromthe handwitten portion of his
prefiled questions.

MR, TREPANI ER:  Thank you. Could a
facility starting operations after 1999 receive an
original allocation of ATUs?

MR ROVAINE: Yes, if they qualify as a
pendi ng project with a construction pernit issued
prior to January 1st, 1998. | assune you're
referring here to adding enmission units to a
particular facility?

MR TREPANIER: Wuld that differ if the
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gquestion is referring, as it does, to an entire
facility, a facility starting operation? Is it a
different answer?

MR ROVAINE: | don't think so. There's
a possible inconsistency that says facilities that
don't begin operation till after May 1st, 1999,
woul d receive -- would not receive an allotnment of
ATUs, but | think the pending project provisions
woul d overrul e that subsequent provision. That
provision was put in to make it clear that for new
sources that conme along in the future, they wll
not receive an allocation of allotnments as
exi sting sources.

MR, TREPANI ER:  Wsat is a pendi ng
proj ect ?

MR, ROVAINE: A pending project is a
proj ect which has received a construction permt
prior to January 1st, 1998, but which has not yet
been operational for three conplete seasons.

MR, TREPANIER: In theory, how | ong
could a project remain pendi ng?

MR ROVAINE: Well, | guess it depends
how you Il ook at it. 1In ternms of the nunber of

seasons or years that project operated, it would
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be at nost three conpl ete seasons and what ever
part of a partial season. So three and a half
years. It could be a while before that pending
project actually comes into operation.

Concei vably, they would have a year
to begin construction under the construction
permt. Construction can take two or three
years. Then it could take three and a half years
so if you add those up, conceivably it would not
begin receiving allotnments for six or seven years.

MR, TREPANI ER:  The one year allowed to
get the project into construction and the two to
three years to actually construct it, are those
requirenents in the |law or regul ati on?

MR, ROVAINE: No, they are not. The
requi renent that facilities proceed with
construction permt within a fixed period of tine
is sonething that is addressed as one of the
conditions of construction permts. Qur standard
conditions generally says that construction has to
begin within 12 nmonths for major projects. |If the
issue is specifically brought to our attention, we
may allow 18 nonths for construction to comrence.

The amount of tine that the project
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will take to be constructed is actually a
consequence of what the project is. If it's a
straightforward, sinple project, construction may
only take a couple of nonths. If it's a nore
conplicated project requiring a | ot of
fabrication, installation, erection of equipnent,
then the construction schedul e for that project

m ght take a couple of years.

MR, TREPANIER  That construction
schedul e, is that something that's included in the
construction permt?

MR ROVAINE: That's not our normal
practice, no.

MR, TREPANIER  What investnent or risk
is required to have a project pending?

MR, ROVAI NE: One of the provisions
again that is reflected in that standard condition
is that the source conpany has to conmence
construction within a year. Comrencenent of
construction requires that the source either begin
actual on-site construction or that they undertake
a significant commtnent to a project, that they
enter into a contract or other binding agreenent

for actual on-site construction
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So these are things that have been
addressed over the years and devel oped through
USEPA policy, a lot of which has been the
consequence of specific enforcenment actions by
USEPA, probably in the 1970 to 1980 tinme frane
where these di sagreenents between sources and the
USEPA were resol ved.

MR TREPANIER Is there sonewhere that
you can point me or to the board that would give
us an indication on what the rule or the law --
what the rule is regarding how | ong a project
could remai n pendi ng and what investnent is
requi red?

MR ROVAINE: Well, in ternms of this
rule, they have to get a construction permt.
They have to commence construction permt pursuant
to that permit. That's where these provisions
requiring certain activities binding obligations
cone in. | don't knowif those are found in the
board's rul es except perhaps under part 203. |
woul d have to review those to see if those
provi sions for comencenent of construction have
been brought in the board's rules fromthe federa

progr am
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MR, TREPANIER: 1'll go on to question
14. VWhat |imt if any exists on when the | ast
original allocation of ATUs to a project pending
in 1999 could occur?

MR ROVAINE: | don't think there is any
legal limt. There is sinply the practica
considerations in terns of the fact the project
has to be begun within a certain period of tinme.
They have to construct it consistent with a
reasonabl e constructi on schedul e for that project,
and then they can only operate it for three
conpl ete seasons before they have to start
recei ving and operating pursuant to all owance
tradi ng units.

MR, TREPANI ER:  Question 15, is the cap
on total em ssions known?

MR ROVAINE: | don't believe it is. A
cap on total emi ssions is sonething that we wll
actually be determ ning as we go through the
permtting processes wth individual sources,
review what they put forward as their baseline
em ssions and go through the process of deciding
whet her they're entitled to excl usions or not.

Only at that point intime will we come to a much
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better definition on what the cap to total
em ssions will be.

MR, TREPANI ER:  Question 16, in |light of
questions 13 to 15, when could the cap | ast be

expanded or raised without further rul emaki ng?

MR ROVAINE: Well, in ternms of those
gquestions, | guess the way | really look at it is
the cap isn't expanding. | |look at the cap as

shrinking. W know pursuant to the construction
permts what the maxi mum enissions that will ever
be aut horized for these pending projects will be.
As the pending projects cone on
[ine and we see what their actual emi ssions are,
we Wi Il know how nuch further bel ow those
potential em ssions the projects actually are.

MR, TREPANIER: To clarify, you are
saying that every pending project in this
construction permt will have a limtation on VOM
em ssi ons?

MR ROVAINE: It should. |If it doesn't,
it sonehow slipped through and will be addressed
as part of the initial allocation for that source,
to describe what is the nature of the pending

project that has been recognized at that source
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and what is the potential inplications of that
pendi ng project for the total baseline em ssions
and the allotnment for that source.

MR TREPANIER  Further clarification
could one of these pending projects have a LAER
type of a restriction where their enissions are
based on whatever production level they're able to
achi eve?

MR, ROVAINE: Well, again | think
hypot hetically it is, but |I'mwondering why the
concern is whether that facility would ever have
| owest achi evabl e emission rate. Lowest
achi evabl e em ssion rate would in fact -- it was
part of a major project, and if a pending project
isin fact a major project, it would cone into the
program having to supply ATUs at the 1.3 to 1
of fset ratio.

It also wouldn't be a pendi ng
project in a sense. It would have to be beginning
to provide those ATUs when it began operation
VWere the pending project transition provision
all ows a pending project to be excused from
hol di ng ATUs for three conplete seasons, it's

really only referring to mnor projects that don't
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have an offset obligation to satisfy.

MR, TREPANIER: Is it your understandi ng
then that as of January 1st, 1998, the maxi num
cap will be known?

MR ROVAINE: | think, no, |I don't. We
will know pretty closely what the nmaxi mum cap
woul d be. The other uncertainty which you touched
upon in your earlier questions is the handful of
exi sting sources which are not currently
participating sources but at sone future tine
beconme participating sources. | think that would
be the only other uncertainty we have out there in
terns of the total cap

MR, TREPANIER: Going to ny | ast
guestion in this section, and that's on ny | ast
page of questions, pre-subnmitted questions
handwri tten.

HEARI NG OFFI CER FEI NEN:  Question 27A
and B?

MR, TREPANI ER:  Thank you. | m ssed
that. Question 27A, when a new unit or
nodi fication that was a pending project emts VOCs
after 1999, how long until the source is required

to hold ATUs for the associ ated em ssi ons?
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MR ROVAINE: If it's not a nmjor
project, just a mnor pending project, if that's
the case, the source will have to begin hol ding
ATU for that pending project after the project has
been operational for three conplete seasons.

MR TREPANIER  Part B, won't this all ow
em ssions to exceed the 1999 cap?

MR ROVAINE: | don't think so. As Dick
has said, he's accounted for growth in em ssions
as part of his current evaluation of the need for
12 percent reduction in em ssions. The 12 percent
cal cul ati on goes beyond the 9 percent that we need
to achieve RFP so we have some provisions in the
proposal, both howit's set up for 12 percent and
how it's been eval uated that we believe have
adequately accounted for pending projects.

MR, TREPANI ER: | understand that ny
guestions regardi ng accounting for the growh have
been deferred to later on. | will go on to the
handwitten questions on the | ast page of ny
pre-submtted questions.

VWat assurance is there that the
target |evel of VOM em ssions from point sources

will be net if the cap is not known?
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HEARI NG OFFI CER FEINEN: If the question
-- |1 don't know if this really goes along with
the baseline enmissions. |If it does, go ahead and
answer it.

M5. SAWER: Wi ch question are you
asking right now, M. Trepanier?

MR, TREPANIER: On the |ast page, it's
the third to the I ast question on that page.

M5. SAWER  "What assurance,” is that
t he one you are asking?

MR, TREPANI ER:  Yes.

M5. SAWER: | think those questions
were ones we had put in the later section

HEARI NG OFFI CER FEI NEN:  Question 11 is
how does the rule -- is that we interpret the rule
as being the baseline em ssions operate to
establish a cap? Is that how the agency is
interpreting M. Trepanier's question, No. 11?

MS. SAWER  Yes.

MR, TREPANIER: 1'll ask that question
How does the rule operate to establish the cap?

MR ROVAINE: Well, the rule sets forth
a process whereby sources will submt ERVB

applications. Those ERMS applications work
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through the information to a source's baseline

em ssions. Then the rule further provides how

t hose baseline emssions will or will not be
further reduced dependi ng upon whet her a
particul ar emission unit qualifies for exclusion
So what the rule does, it sets up a process
whereby this total cap on the pool of em ssions is
establ i shed.

HEARI NG OFFI CER FEI NEN:  Any fol | ow up
to that question?

M5. MHELIC. You stated earlier about
t he pending project. You kept saying if it was a
m nor pending project. What if you construct a
new facility, you get a construction permt issued
bef ore January of next year and it's a nmjor
project, a mgjor facility, would you still get
ATUs for that project?

MR ROVAINE: So you're describing a
situation where a source will have had to provide
offsets in order to obtain a construction permt?

M5. M HELIC.  Uh- huh.

MR ROVAINE: | think that source woul d
qualify as a pending project, but we would not

expect it to get two shots at the apple. W would
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expect it to either get its allotnent based on
bei ng a pending project or to get an all ot ment
based on the offsets that it's provided.

M5. MHELIC. Could you explain that a
little bit. | didn't understand what you nmean by
of fsets based on what's provided.

MR ROVAINE: Let nme consult with them

(Conference off the record.)

MR ROVAINE: In nost cases | think I
woul d expect that the offsets that would be
provi ded for such a source that would be
recogni zed in January or its construction permt
i ssued by January 1st, 1998, would in fact qualify
as ERGs. So it's quite possible that there would
be a mechani smthat those offsets coul d be
directly recogni zed t hrough t he ERG process.

I don't think we've closed that
| oophole, if it is a |oophole. So the question |
thi nk you may have rai sed perhaps an inconsi stency
wher e perhaps we have defined sonething as a
pendi ng project where in fact they should be
providing offsets up front, and they shoul d not
get to double dip and then again be treated as a

pendi ng project.
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M5. MHELIC. Let ne try and ask a
clarifying question here. I'ma facility who is
exi sting, and | have a pending project comng in
that 1'mgoing to construct a new source of, let's
say, 30 tons. | provide 1.3 to 1 offsets. Can
anybody do the math? So | would have to provide
30 sone tons of offsets for that, 1.3 to 1, 407?
30 tons of offsets, correct, is that what you're
saying? 1In this construction permt, you would
require themto show they have 40 tons of offsets
sonewher e?

MR ROVAINE: That's correct.

M5. MHELIC: Wat then would | be
getting an allotnment for for that new source?

MR ROVAINE: Can we nove on to a
further question so | have a | onger chance to
consult with Bonnie, and go on to the next
qguestion. That would be nore efficient.

HEARI NG OFFI CER FEI NEN: Do you think
you'll remenber the question for tonorrow
nor ni ng?

M5. MHELIC. Sure. The follow up
guestion would be -- and we can put it on the

record, and I'Il try to wite these down -- would
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the source be required to first offset -- it's
going to have to come up with 40 tons offset. |Is
it then going to have its ATU all otnent reduced by
12 percent when it gets its allotnent, and then
woul d the 40 tons that cane fromthe source be
taken away fromthe allotnment if it came fromthe
ot her emi ssions at the source?

MR ROVAINE: Add that to the l|ist of
t he previ ous question.

M5. MHELIC Okay. | think I can
renmenber this question, and it nmay go along with
t he questions we have filed today that you have
deferred till tonmorrow. W can follow up with
t hose questions there. They've asked us to defer
t hose questions until tonorrow.

HEARI NG OFFI CER FEI NEN:  Fol | ow up?

Ms. Hodge?

MS. HODGE: | have one nore question on
Section 205.320. M nanme is Katherine Hodge, and
["'mwith the law firm of Hodge & Dwyer here today
for the Illinois Environnental Regulatory G oup
And | have a somewhat related question relating to
basel i ne emi ssions determnination

VWhat if a source acquires em ssion
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reduction credits for use as offsets prior to the
effective date of the ERVS program and these

em ssion reduction credits were required for a
project for which a construction permt wll not
be issued prior to January 1, 1998, how will these
em ssion reduction credits be incorporated into
the source's ERMS basel i ne?

MR. ROVAINE: This is a circunstance
where the source obtained its em ssion reductions,
| guess, prior to 1997 before we get into the
tradi ng progran?

M5. HODGE: That's correct.

MR ROVAINE: The only way that we've
contenpl ated that such a source would be able to
get credits would be if it gets a construction
permt in place by January 1st, 1998. W haven't
contenplated a way to recogni ze those offset
credits that were secured prior January 1, 1997.

MS. HODGE: So right now there's no
provision in this proposed rule to address this
situation?

MR ROVAINE: No, there isn't.

MR, TREPANIER: 1'd like to follow up ny

earlier question. How does the rule operate to
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establish the cap? Your response that there would
be applications and then the applications would be
used to set the baseline, | thought there was
nmore. Fromyour testinony, you said that it's
uncertain that even after these applications are
in on what the caps will be. What el se beyond
these ERMS applications is going to be used to
establish the cap?

MR ROVAINE: Well, where the certainty
cones in for the pending projects is whether the
total cap will in fact be |lower than the potential
maxi mum cap that would ultimately occur if
everybody emits at their potential em ssion |evel
fromthe pendi ng project.

MR, TREPANIER:  On the pendi ng projects,
is the potential |evel known for all pending
proj ects?

MR, ROVAINE: The potential |evel would
be known because they have to have a construction
permt in place by January 1st, 1998, at the tine
they submit their ERMS application

VMR TREPANIER  And then other emitters
mght join this programlater. Does the rule

allow for that? Does that affect the baseline? |
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mean, does that affect it when an emtter joins
the programa year |ater, say, in the year 2003?

MR, ROVAINE: Could you clarify what you
mean by another emitter joining the program

MR TREPANFER It could be in a
situation, as this question cane earlier froma
representative from Tenneco, that the operation
went fromone shift to three shifts.

MR ROVAI NE: Yes, there could be sone
additional growh in the total cap as sources that
previously were below the 10-ton per year
applicability or 10-ton per season applicability
t hreshol d happen to increase their em ssions above
10 tons per season

MR. TREPANIER:  Now, is there any other
way that the cap could be increased without a
further ruling?

MR ROVAINE: W can't think of any
ot her circunmstance where it woul d change to
changes in popul ati on of sources where new sources
woul d cone into the program

MR. TREPANI ER:  Are you addressing that
guestion specifically regarding a change to the

cap? | know you just nentioned about new sources
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com ng in, but are you answering ny question?

MR ROVAINE: One other issue that could
occur is if in fact sonebody finds a nore accurate
determ nation nethod, it is conceivable that on a
case-by-case basis as a result of a new, nore
accurate determ nation nmethod, there also mght be
a revision to the ATU being allocated to a source
whi ch could be interpreted as a change to the
total cap

MR, TREPANIER: On this sane page, there
is one nore question that follows this one. |
believe that it's on this topic, but | defer to
Bonnie if she would want to put that el sewhere.

This is the question that begins,
what forecast or analysis is avail able upon the
likely extent of allotnments exceeding the 1996
base year in aggregate?

MR FORBES: |'ll answer that, that
guestion. W don't have any forecasts or analysis
of the kind that you're asking to predict the
i keli hood of such an occurrence primarily because
t he agency doesn't believe that it's a likely
possibility for the reasons that we've already

st at ed.
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MR. TREPANIER:  Maybe if | can clarify.
You m sunderstood ny question. | understand the
programal lows the emitters to choose their
hi ghest polluting years. It's just combn sense
that when the emtters choose their highest
emtting years that we're going to have an average
that's higher than the 1996 average. 1Is it the
agency's position that that's not going to
happen?

MR FORBES: Well, in a sense we're
chasing our tail because we've said that we don't
know what -- you're really asking about the cap
We don't know what the cap is until we actually
have baselines determ ned. The agency's analysis
has attenpted to use the nost avail able
i nformati on, the nost currently avail able
information in terns of estimating where
participating sources are, what their emni ssions
woul d be, which is based on 1994 annual em ssion
report data.

So to the best of our ability, we
believe that the information we provided
represents what actual emi ssions are or currently

are and that in the adjustnments they are going to
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be within the range we've included in our
anal ysi s.

MR. TREPANIER: Okay. |I'd like to --
I"d like to clarify your position, the agency's
position on the likelihood that these all otnents,
the first allotnments that are given out wll
exceed what the emi ssion |levels -- what the actua
em ssion levels are in 1996. |I'mlooking for to
what degree does the agency believe, you know,
that these allotnents -- the fact that they're
allowing emtters to choose their highest
pol luting years, what does the agency believe that
that's going to -- the nunber of allotnments that
that's going to allow, how nuch above what was
actually emtted in 1996 is that going to
al | ow?

(Di scussion off the record.)

M5. SAWER: M. Trepanier, could you
repeat your question.

MR, TREPANI ER:  The question as witten,
what forecast or analysis is avail able upon the
likely extent of allotnments exceeding the 1996
base year in aggregate? And | could give an

exanple, if that would be of assistance.

L. A REPORTING - (312) 419-9292

1038



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

MR FORBES: Well, | think to the best
of our understanding of the various provisions of
the rule and the fact that actual em ssions for
basel i ne determinati on do have to be adjusted to
reflect all of the various 15 percent rate of
progress requirements which likely weren't in
pl ace when those actual em ssions occurred between
the early '90s, that that will tend to bring
all ot ments down.

W believe that there is sone
uncertainty as to what actual adjustnent sources
we'll see, but in any case, we believe that those
em ssi ons cannot exceed what actual existing
em ssions were at that tine period. No specific
anal ysi s has been done, to answer your question

MR, TREPANIER:  Could | give an exanpl e,
and maybe you coul d address that on this question

MR FORBES: | think we've answered your
guesti on.

MR, TREPANI ER:  Maybe if you can apply
what you had just told ne because you told ne a
lot, and then you said there was no analysis. |
don't know that | understood your answer, but if

in the exanple case, a polluter has a three-year
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em ssion history and they select their first two
years and their em ssions were at 10 on both of
t hose years, and on the nost two recent years,
their em ssions have been at 8.

Now, in this instance the
application of ny question would be how nmuch
beyond their actual em ssions in '96 would they be
given all otnents?

MR FORBES: | think, if | understood
your exanple, it would be based on 10. If they
made a case that their em ssions were
representative at that level, | think that's what
you said. Their current |level was 8, but they
i ndi cated that based on the criteria in the rule
that it would be 10, then their allotnent would be
based on 10, but the other adjustnents that have
to be made there are that if the 10 does not
reflect an enmission rate that neets the nore
stringent requirenents that apply in 1996 -- and
there are many that apply through the 15 percent
plan --, then that has to be further adjusted
reflective of those tighter em ssion standards.

So it may not actually be 10. It

could be 6 once that adjustnent has been nade, and
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then the other thing that has to be accounted for
is if there's any over-conpliance. Because of al
of these uncertainties, it's not possible to know
-- and that goes back to ny answer, that a

speci fic analysis has not been nmade because we
don't know what all the choices are that
particul ar source is going to make. W can't be
certain as to which year they will use and whet her
further adjustnents have to be nmade to reflect
those tighter em ssion standards in the 50 percent
pl ans.

MR TREPANIER | understand -- and
correct me if I"mwong -- but | understand that
in your analysis of this rule, you didn't |ook in
to see -- make up any forecast like, say, on those
top 50 emitters or the 8 or 12, how this may work
out when the polluters select their nmpst polluting
years and how much that's going to be in the
aggregate on average greater than what is their
actual average em ssions on any given year of al
t he pol |l uters.

MR FORBES: | think I've answered your
gquestion. W didn't do an analysis so | can't add

any nore to that. Because of the uncertainties
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that we've indicated, it's not possible to get an
accurate reflection of what the base year
em ssions would be.

HEARI NG OFFI CER FEINEN: | think right
now woul d probably be a good place to take a
break. We're between sections, and we'll cone
back in 10 minutes. |1'mhoping to get to subpart
D today. Thanks, let's go off the record for a
10- mi nut e break.

(Recess taken.)
HEARI NG OFFI CER FEINEN: ['Il talk rea

qui ck about tonorrow. Things are being deferred

till tomorrow. So we'll start off the day with
t hose questions. | don't know what woul d be
better, but we'll talk about that tonorrow. Let's

not |ose sight of the fact that we have a whol e
day tonorrow of questioning, and it would be nice
if we could get through the prefil ed questions
tomorrow. | don't knowif that will be possible,
but I would hope that would be the goal, and

toni ght maybe you can think about what questions
have been asked and whether or not you need to ask
your questions.

Now | think we can start with
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guestions on Section 205.330, em ssions
determ nati on nethods, Tenneco.

MR, FORCADE: Question No. 19, how
shoul d fugitive eni ssions be nmeasured in order to
be i ncorporated into the baseline?

MR ROVAI NE: We woul d expect that
fugitive em ssions will be determ ned by practices
that are currently being used to deternine
fugitive em ssions. They can be determn ned, for
exanpl e, by em ssion factors or material bal ances
or in some cases there are estimation nodels that
predi ct em ssions based on rel evant process
par anet ers.

MR. FORCADE: | then go on to the next
section now.

HEARI NG OFFI CER FEINEN: | think Dart
Cont ai ner has a question, No. 12.

MR NEWCOMVB: This has been asked and
answered actually even by Tenneco.

HEARI NG OFFI CER FEI NEN:  Thank you.
Let's nove on then to Section 205.337, changes in
em ssi ons determ nation nmethods and sanpling,
testing, nonitoring and record keepi ng practices.

Tenneco questions, 21A, B, C, D and E, 22A, B, C
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D and 23, which rem nds nme, when you're talking
about CAAPP permtting, please refer to it as
CAAPP permtting and not just CAAPP so the court
reporter can keep track on cap on air enissions
and CAAPP permtting. Thank you.

MR, FORCADE: This is question No. 20 on
page 11 relating to changes in em ssion
determ nati on net hods.

I f under Section 205.337(b) the
agency agrees to change a facility's permt to
i ncorporate a change in the em ssions
determ nati on nethods, will the agency al so adj ust
the facility's baseline?

MR ROVAINE: This would have to be
consi dered on a case-by-case basis during the
permtting process while that nodification is
being reviewed. Certainly if the new nmethod is
significantly different, it mght require that
there be an adjusted baseline.

HEARI NG OFFI CER FEINEN: Could | ask a
quick followup to that? Wen you' re review ng
the nodification, what kind of criteria are you
going to be looking at to accept or deny?

MR, ROVAI NE: You're asking what
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criteria we'd look at in terns of accepting a
proposed change determ nation met hod?

HEARI NG OFFI CER FEI NEN:  Yes.

MR ROVAINE: As stated in that section
there are three circunstances that we thought of.
One, that a change in determ nation nmethod is
necessary to address sone manner of change and
operation of a source that hadn't been properly
addressed up front.

The next circunstances, if there's
some relatively mnor change that doesn't really
affect the overall determ nation nmethod so it
still provides reasonably good, accurate data, and
the final circunstance if in fact the new nethod
provi des better, nore accurate data.

HEARI NG OFFI CER FEI NEN: Is that
section -- is that decision of the agency
appeal abl e?

MR ROVAINE: It certainly would be. It
woul d be part of a permt nodification so any
action that we finally take woul d be appeal abl e.

HEARI NG OFFI CER FEI NEN:  Thank you.

MR, FORCADE: (Question No. 21, assune

that the United States Environmental Protection
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Agency has changed an em ssions determni nation

met hod for a particul ar source based on better

under st andi ng of the source. Based on this

change, for exanple, a new enissions factor, a

facility now discovers that it has past actua

em ssions -- that past actual em ssions al ways

have been underestimated and that it has nore

em ssions than were originally calculated for the

basel i ne years, even though the process,

operations and real em ssions have never changed.
WI I the agency readjust the

facility's baseline? I1f yes, what is the

procedure for doing so?

MR ROVAINE: Certainly that possibility
exists. It would be evaluated on a case-by-case
basis if and when we processed a permt
nodi fication that would allow or recognize that
new det erm nati on nethod that USEPA has come up
with. Any change woul d occur in the context of
the permtting. |If the pernmit was never changed,
we would sinply state where we were, the status
quo.

MR, FORCADE: |If | could explore that

just a bit further. | believe when it cones to

L. A REPORTING - (312) 419-9292

1046



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

our case, we'll try and provide sone information
that calculating em ssions is sonetines quite
difficult and the val ues change. You say that if
indeed a facility, by sinply changing an em ssions
factor pursuant to USEPA, that you night change
t he baseline, but you haven't provided gui dances
as to when you woul d and when you woul d not, and
this could represent a rather significant change
in the nunmber of ATUs that a facility m ght have
to purchase or other changes.

Coul d you expand a little bit on
what conditions would have to exist in order for
you to change the em ssions baseline if you knew
that the historic em ssions and the present
em ssions were the sanme, it was only the
quantification nethodol ogy that had changed?

MR ROVAINE: | think that's the point
that we're getting to. |If the em ssions haven't
changed, then the goal would be to keep the
all ocations to accurately and properly reflect
what those em ssions are as nost accurately
under st ood.

W woul dn't want to sinply

perpetuate the ol d em ssion estimation nethod and
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the inaccurate data, if in fact that is inaccurate
data so a source is entitled to nore ATUs because
it was in fact emtting nore, and its baseline

em ssions should reflect that and its allocation
shoul d reflect that.

MR, FORCADE: Pursuing that just a
little bit further, if | mght. Assune that
happened in the second or third year of operation
of the ERMSB program would the facility have to go
back and repurchase additional old ATUs to cover
the increased em ssions?

MR, ROVAINE: No. The way we've set up
the program as |'ve said, everything is status
quo until the permt actually changes. So any
change in this would only occur after there is a
detail ed application for revision submtted. It
woul d be opportunity for review and input by us,
the affected source and the public, and
opportunity for review by the board if it was
deened appropriate

If the source had in fact had
sufficient ATUs in previous seasons consi stent
wi t h what ever net hodol ogy specified in the permt

for determ nation of em ssions, the source would
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satisfy its obligations for those previous
seasons. So we're only tal king about future
changes to the way a particular source is handl ed
once the permt nodification is in fact effective.

VR FORCADE: Wiere the nethod of
em ssions determ nation is prem sed on interna
data accunul ation and it changes, is the facility
required to submt any additional information to
the agency to justify the change in em ssions
estimation methodol ogy, and if so, what
i nformation?

MR ROVAINE: Well, they certainly would
be required to subnmit appropriate information to
justify the revision to the Title V permt. So it
woul d be an application for revised Title V perm t
as that is addressed by the Title V program \Aat
we woul d need is in fact information to flesh out
a new determnation nethod and figure out what its
inplications are for both future em ssions from
the particular em ssion units and what its
i nplications would be for the baseline em ssions
of the facility.

If we didn't have that information,

we would not be in a position to properly revise
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the permt, and I think we would sinply have to
stay where we were.

MR FORCADE: WII| the agency account
for the changed em ssions factor in any other
way ?

MR ROVAINE: Yes, and if in fact this
changes what we believe to be the total em ssions
in the area and what reductions we're getting, if
change is significant, it mght require us to
update or revise our rate of progress
denonstrati on.

MR, FORCADE: CGoing to question 22, if
in the above question the new em ssions factor
causes a decrease in seasonal em ssions, wll the
agency adjust the facility's baseline?

MR ROVAINE: Simlar answer, it would
have to be eval uated on a case-by-case basis.

MR, FORCADE: And |I'm assunming then the
answer to B would be the sane relating to issuing
ATUs for the facility?

MR ROVAINE: That's correct.

MR, FORCADE: And would the facility
continue to receive its prior allotnent of ATUs

bef ore the change?
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MR ROVAINE: |f the decision were nade
to change the allotnent, it would then begin to
receive its ATUs based on the new allotnent. |If
t he deci sion were nmade not to change the all ot ment
or if in fact there were other, | guess,
conpensati ng changes, even though where we
di stributing em ssions at the source, there are
nore em ssions at one emi ssion unit than anot her
than previously thought, then the total result is
the sane, then conceivably there would be a
deci sion there would be no need to actual ly change
the allotnent of ATUs at the source.

MR, FORCADE: And question No. 23, will
t he agency use the same procedure under Section
205.337 to nodi fy met hods of determ ning VOM
em ssions if the change in enissions determnation
met hod i s nandat ed by USEPA or the agency?

MR, ROVAINE: |'mnot exactly sure where
the question is leading to. The first point is
that we don't usually devel op new determ nation
nmet hods. W don't cone up with new em ssion
factors or fornulated estimating em ssions. USEPA
does that, and then the other thing is | don't see

anything as we've set up this rule that provides
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t hat USEPA that can mandate that a source change
its em ssion determ nation nethod.

They' ve sort of provided the
ability to change determ nation nmethods at the
option of the source as needed when new, nore
accurate determ nati on nmethods conme along or in
fact they see sone way to inprove it or finally if
they just need to acconmobdate new circunstances at
t he source.

MR, FORCADE: Do you anti ci pate that
USEPA wi || adopt a conpliance assurance nonitoring
rule and that Illinois will inplenent it?

MR ROVAINE: That's two questions. |If
USEPA adopts a conpliance assurance nonitoring
rule, we will followit.

MR, FORCADE: Wuld you assune that if
USEPA adopts a conpliance assurance nonitoring
rule that it may require nonitoring particular
em ssions units that would in fact result in a
mandat ed different nmethod of determ ning em ssions
that may be present in their Title V permt
application or permt?

MR, ROVAINE: That is certainly possible

in ternms of those applicable requirenents. So if
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certain applicable requirements exist, USEPA may
in fact cone up with nore refined nethods to
determ ne conpliance with those requirenments. |
don't believe those provisions would necessarily
transfer over into a trading programof this type
where the issue is sinply quantification of

emi ssi ons.

MR SUTTON: Can | interject. Also, the
met hod they' ve taken as far as adoption of that
rule currently is to put that in at the reopening
of the permt versus forcing a reopening. So it
may actually go five years before that shows up in
a permt.

MR, FORCADE: To short circuit the
guestion then, you see nothing com ng out of the
conpl i ance assurance nonitoring rule which would
result in a change between em ssions estimations
techni ques and possi bl e actual nonitoring data
that would reflect a change in the anount of
basel i ne em ssion ATUs issued to a facility other
than prospectively in the future?

MR ROVAI NE: W agree.

MR. FORCADE: Good.

HEARI NG OFFI CER FEI NEN:  Movi ng on then,
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Dart Container's questions 13 and 14.

MR, NEWCOVB: Once again, Bill Forcade
has done these exact questions. They're identical
to the questions that Tenneco brought up so
they' re withdrawn.

HEARI NG OFFI CER FEI NEN:  Mbvi ng on t hen
to M. Trepanier's question No. 25 which seens to
be simlar to the question that | asked, but feel
free if you want to ask it again.

MR, TREPANIER: My question in regards
to what will be guiding the agency officials when
they're presented with a polluter's proposal to
conpl etely retool VOM cal cul ati on met hodol ogy, and
given that there was an answer earlier, if you
could just elaborate on your third-party of your
response that when a new nmethod woul d be nore
accurat e.

MR ROVAINE: Well, one of the goals of
the tradi ng programgenerally stated, a secondary
goal perhaps, is to inprove the accuracy wth
whi ch sources determ ne en ssions, that under the
current program under the comrand and control
program there really isn't always a push to cone

up with the nost exact quantification of em ssions
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if you adequately conply with your initial
emssion limts.

If you conmply with the em ssion
limts, fine. Quantification then beconmes a
secondary aspect of your operation, but we do want
to use the trading programto the extent possible
to reward sources if in fact they find out they
have nore accurate estimates of emi ssions. So we
would try to facilitate through permt
nodi ficati ons nore accurate determ nation nethods
when they're presented to us.

They require some expl anation of
why the determ nati on met hod has changed. 1Is it a
result of plant specific data versus a genera
em ssion factor? Is it a result of further
eval uati on by USEPA? Has there been a detailed
techni cal evaluation to conpare a new test nethod
to an ol der test nethod and a finding that it is a
nore consi stent nethod or nore accurate nethod?

So it would be I ooking for those
type of information to show that a particul ar
determ nation nethod that a source is new
proposing to use nore accurately reflects its

em ssions to the atnosphere, and we woul d
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certainly then, to the extent possible, rely on
that determination nethod as it is a nore accurate
i ndi cator of what that source's actua

contribution is toward air quality.

MR TREPANIER If their allotnments are
changed, they would then receive additiona
allotnments, would those be available for sale
i medi ately, or would the source need to work
under their new allotments for three years before
they could close and sell all their allotments?

MR ROVAI NE: The new determ nation
woul d begin to be relied upon i mediately,
presunming it would not change during the course of
the season. | think that would be rather
conplicated. W would have to set this thing up
to identify which season the change occurs. The
source could then begin to rely upon the new
determ nati on nethod

MR, TREPANIER: | m ght ask one nore.

Is there anything that you woul d see that would
cause an emtter to cone in and ask that they have
a new net hodol ogy that they believe would reduce
the amount of their allotnments they received?

MR, ROMVAI NE: I would think that woul d
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be less likely than the other case, but there

m ght be some circunstance where sonebody cones up
with an estinmation nmethod that shows | ower

emi ssi ons.

MR, TREPANI ER:  Thank you.

HEARI NG OFFI CER FEI NEN:  Any ot her
followup? | guess we're noving on then to
subpart D, seasonal em ssions managenent, Section
205. 400, seasonal emnmissions allotnment, Tenneco's
questions 24, 25A, B, C, D and E, question 27A and
B and question 27A, B, C

MR, FORCADE: NMbving to our questions on
page 13 under Section 205.400, question 24, wll
i ndi vi dual ATUs issued by the agency have sone
sort of identification such as an identification
nunber, the year of issuance and the expiration
dat e?

MR KOLAZ: Yes, it wll.

MR, FORCADE: W believe question 25 has
been asked and answered.

Actually if | could, the very | ast
sentence on subpart E of exanmple 25 involves the
rel ati onshi p between ATUs that have been sold with

ATUs that have been retired and woul d they both
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have the same expiration date?

MR KOLAZ: You're referring to --

MR, FORCADE: This would be question 25,
sub E, the very last sentence, will the five tons
of ATUs expire on the sanme date if Facility Q sold
the ATUs prior to Decenber 31st, 19997

MR KOLAZ: The answer to that is that
the actual act of selling the ATUs would not in
itself change the expiration date. ATUs issued
for the 1999 season will expire at the end of the
year 2000 season if they're not retired prior to
that tine.

MR, FORCADE: Regardless of the sale
dat e?

MR, KOLAZ: Regardless of the sale date

MR, FORCADE: W believe 26 has been
asked and answered, and we believe question 27 has
been asked and answered.

HEARI NG OFFI CER FEI NEN: W' || proceed
wi th Tenneco's questions under Section 205. 405,
exclusions fromfurther reductions, Tenneco's
guestions 28, 29, 30, 31, 32 and 33 and 34.

MR, FORCADE: These relate to questions

begi nni ng on page 15 for No. 28 regardi ng
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exclusions for further reductions. Under Section
205. 405, consider the followi ng scenario: USEPA
devel ops a MACT standard for industry Ain
February 1998. Under the MACT standard, USEPA
proposes specific nunerical em ssions controls on
em ssion unit B

Further, USEPA nakes a specific
determ nation that MACT is equivalent to no
controls on unit C and USEPA nakes a deci si on not
to propose em ssion controls on em ssions unit D,
and | would point out that this hypothetical is in
fact the pul p and paper MACT that |I'm di scussing.

Question No. 1, will VOM eni ssions
fromunits B, C and D be included in an existing
facility's baseline in the ERVS application
subm tted on January 1st, 1998?

MR, ROMAI NE:  Yes.

MR, FORCADE: WII the facility be
required to submt any additional information
after its application? If yes, what information
must be submitted?

MR ROVAINE: | can't say that it
woul dn't have to submit additional information if

the initial subm ssion is inconplete. However, a
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key question here seens to be focused at the MACT

exclusion. The question for the MACT exclusion is

whet her an emi ssion is subject to and neeting a

MACT emi ssions standard established pursuant to

Section 112 of the Cean Air Act when the baseline

em ssions are determn ned.

So the question is are these
em ssion units neeti ng MACT standards as of
January 1, 1998, when the ERMS application is
submtted? If they are and that information is
presented in the application, that would be
sufficient. |If they aren't, then they aren't,
that information would be sufficient.

MR, FORCADE: Assunming that they are

nmeeting the standard, after the existing facility

i npl ements MACT for unit B, is it correct that
unit B will neet Section 205.405(a)(1)?

MR, ROVAINE: Did you say that these
em ssion units are neeting MACT?

MR, FORCADE: That's nmy -- after the
existing facility inplements MACT, after the

facility achi eves MACT, that unit.

MR, ROVAINE: | guess as you phrased the

guestion, | guess I'mstill concerned because
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ei ther they neet MACT as of January 1st, 1998, or
they don't. There wouldn't be further changes to
i npl ement MACT. So if as of January 1st, 1998,
they are neeting the MACT standard and that's
what's described in the ERVS application, then
they would qualify for the exclusion based on
conpliance with the MACT requirenent.

MR, FORCADE: And if they do not but
t hey subsequently come into conpliance would they
meet the exclusion in 205.405(a)(1)?

MR, ROVAI NE: No, they would not.

MR, FORCADE: Wiy?

MR, ROVAI NE: Because the exclusion is
determ ned as of the date of the ERMS application
when the em ssion baseline is eval uated.

MR FORCADE: And am | correct then that
that em ssion unit would have to have a 12 percent
additional reduction in order to qualify for -- |
mean, it would receive ATUs representing a 12
percent reduction in em ssions?

MR ROVAINE: That's correct.

MR, FORCADE: After the existing
facility inplenents MACT for unit C where MACT has

no controls, is it correct that unit Cwll neet
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Section 205.405(a)(1)?

MR, ROVAI NE: The way you presented this
exanple, it appears that you've described unit C
as conmplying with the MACT standard that you
stated here that you've nmade a -- USEPA has nmade a
specific determ nation that the practices foll owed
by emi ssion unit C constitute MACT. That woul d
mean that em ssion unit Cis conplying with MACT
as of January 1st, 1998. Accordingly, it would
not be set to a 12 percent reduction

MR, FORCADE: Wuld that be true even
t hough the MACT standard was not published unti
February 1998?

MR, ROMVAI NE: You pose an interesting
guestion there in terms of timng. | don't see
anyt hi ng that woul d prevent a source from com ng
in and denmonstrating or supplenmenting their ERVS
application and showi ng that as of January 1st,
1998, they're complying with MACT and
suppl enenting the application with information on
the final MACT standard as effective February
1998.

MR, FORCADE: At that point they would

be qualifying for exclusion under 205.405(a) and
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woul d not be subject to the 12 percent reduction?

MR ROVAINE: Well, | guess timng
that -- clearly that information could be
reflected in the initial baseline determnation
for that particular unit that would not be relied
on some subsequent or future action by USEPA, but
that information could be obtained while the
application was being revi ewed.

MR, FORCADE: After the existing
facility inplenments MACT for unit D where MACT has
no controls, is it correct that unit Dwll neet
Section 205.405(a)(1)?

MR, ROVAI NE: As you described the
ci rcunmstances of unit D, you have not descri bed
unit D as subject to a MACT requirenment. You' ve
said that the USEPA has not done anything in terns
of establishing MACT to that particul ar em ssion
unit. If an em ssion unit is not subject to and
not nmeeting a MACT standard, then it does not
qualify for the exclusion. As you set up the
exanpl e, a 12 percent reduction from baseline
em ssions would be required for unit D

MR, FORCADE: | think you just put your

finger on the area of confusion I'mhoping to
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explore in these hearings. You addressed the MACT
excl usion as though USEPA is al ways cl ear and
precise and final in all of its actions. In
review ng the MACT regul ati ons, we have not al ways
found that to be quite true. There are a nunber

of times where USEPA does not specifically
identify every unit and say, this is a MACT
standard. So I'mtrying to explore what criteria
the agency will use in making determ nations for

t he MACT excl usi on.

If | correctly understand you so
far, you' ve said if USEPA puts out a specific
nunerical limtation, that that would qualify as a
MACT standard, and if USEPA puts out a specific
narrative statenent in the preanble to the effect
that MACT is equivalent to no controls, that that
woul d al so constitute a MACT standard. |Is there
some | esser statenment that would also qualify or a
conclusion that that represents a MACT control
and therefore, the exclusion 205.405?

MR ROVAINE: Well, | think you've
answered the question in part that USEPA, if they
are in fact unclear exactly what they' re doing in

a MACT rul emaking, may in fact | eave roomfor sone
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case- by-case eval uation whether in fact a
particular emi ssion unit is subject to MACT and
em ssion standards conply with that MACT emi ssion
standard, and that would have to be eval uated and
reviewed as part of the evaluation of the ERVB
application.

MR, FORCADE: Follow ng up on that |ast
guesti on where you determne that it does not
constitute RACT, and therefore, there is a 12
percent reduction, would that not yield an ERVG
programthat is nmore restrictive than RACT for
that particular unit -- I'"msorry, excuse ne, nore
restrictive than MACT for that particular unit?

MR ROVAINE: | guess | will back up and
say | wasn't saying that the unit wasn't subject
to MACT. The way you' ve described the situation
to ne, you've described it as if USEPA has not
proposed MACT for a particular emssion unit. |If
you're going to tell ne it is subject to neeting
MACT, it would qualify for the exclusion. |If
there's no MACT, | don't see how it could be nore
stringent than MACT

MR FORCADE: Am | correct that MACT

represents a categorical standard and subjects the
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facility to all emssion Iimtations for that
category of em ssions groupi ng?

MR ROVAINE: MACT is certainly a
categorical standard. Wthin categories, USEPA
has quite often allowed a nenu of options to
conmply with the MACT requirenment. A source has to
fully conply with a particular nmenu or choices
that it's decided to go for.

MR, FORCADE: Question No. 29,
continui ng the above exanpl e, USEPA does not
devel op a MACT standard until the year 2005.
Before MACT is devel oped for unit B, unit B's
basel i ne em ssions are 100 tons per season. After
MACT is inplemented for the facility to achieve
conpliance, how many ATUs will the facility
receive for unit B, 100 tons of ATUs or 88 tons of
ATUs?

MR, ROVAINE: As you've set up this
exanpl e, this source would never receive 100 tons
of ATUs. Beginning in the 1999 season, it would
begin receiving 88 tons of ATUs for unit B. This
i s because there is no MACT standard until the
year 2005. Cdearly it could not qualify for a

MACT exclusion if the MACT standard isn't
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devel oped in the year 2005.

Since its baseline is already set,
t he adoption of a MACT standard in the year 2005
doesn't change anything, if this source were to
continue to receive 88 tons worth of ATUs for unit
B before 2005 and after 2005.

MR, FORCADE: Mbving on to subsection C
before MACT is devel oped for unit D, unit Ds
basel i ne em ssions are 100 tons per season. After
MACT is devel oped and inpl emented, how many ATUs
will the facility receive for unit D, 100 tons of
ATUs or 88 tons of ATUs? And | would rem nd you
that unit Dis the one where USEPA nmakes a
specific determ nation that MACT equal s no
control s.

MR ROVAINE: That was unit C

MR, FORCADE: No, I'mnoving on to
guestion C

MR SUTTON:  Wasn't unit E the one?

MR, FORCADE: |'msorry, yeah, unit C
| apol ogi ze.

M5. MC FAWN:  You want to ask question
B, is that right?

MR, FORCADE: Oh, yeah, B. I'msorry, |
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ski pped down too many. M apol ogi es.

MR ROVAINE: As | said, we're dealing
with something that's occurring in 2005.
Circunstances in 2005 don't change the initial
allotnment, and as described here, the source's
initial allotnment woul d be 88 and woul d conti nue
to be 88.

MR FORCADE: And in that case even
t hough USEPA has nmade a determ nation that MACT
equal s no control, would it be correct to say that
the ERVS programis nore restrictive than MACT for
that unit?

MR SUTTON: | would like to point out
the intent of the MACT programon the federa
level is to control toxics, not necessarily VOV.

MR, FORCADE: |'mgoing to suggest that
this is a VOMwhich is also a HAP

MR ROVAINE: | guess | can't draw that
conclusion. In one case we're | ooking at the
effect of the ERVS programto achieve the rate of
progress requirenments in 1998 -- | guess 1999.
W' re | ooki ng at whet her MACT can be factored into
that determ nation as part of the application in

1998. It can't be. It would appear the
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circunstance that you're |looking at here is
somet hing where you think this is a very well
controll ed em ssion unit.

Since we can't rely on MACT in the
1998 tine franme, what is necessary here is for
this source to pursue exclusion based on best
avai | abl e technol ogy. Best avail abl e technol ogy
woul d be an option that could be applied and at
this period of tinme to avoid having to make that
12 percent reduction. In that sense | guess |I'm
not in a position to make any sort of broad
conclusions that the trading programis nore or
| ess stringent than MACT in this particul ar case.

Thi s source can show BAT, best
avai | abl e technol ogy, when it comes in for its
application, and all the answers |'ve given you
change around. Even though it wouldn't qualify
for the MACT exclusion, all these units woul d make
t he best avail abl e technol ogy excl usi on, and none
of them woul d have to provide reduction and have
100 ATUs going into the system and continui ng on

MR FORCADE: | believe we answered the

guestion No. Crelating to unit D where you said

that if a -- if USEPA has deferred adopting a
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particul ar standard that that would not constitute
RACT, is that correct?

MR ROVAINE: That's correct.

MR, FORCADE: For example D, if an
existing facility in industry A inplenments MACT
for the entire facility, is it true that the
entire facility will not be subject to the 12
percent em ssions reduction?

MR, ROVAI NE: Yes, providing that the
timng requirenents are satisfied that it is in
fact nmeeting MACT as of 1998 when the baseline
determ nation is nmade

MR, SUTTON: Be careful how you answer
that, Chris, because this is in this context of
somet hi ng happening in 2005. So if it occurs in
2005 --

MR FORCADE: This was a subsection of
the question started in subsection 5.

MR, SUTTON:  You have to rethink your
answer .

MR ROVAINE: Well, I'mrethinking ny
answer. It would not have any effect if the
facility does not begin inplenmenting MACT for the

entire facility in 2005. |In order to qualify for
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the exclusion, it would have to show it has MACT
as of the tinme frane of the initial baseline
determ nation, or alternatively, that it has best
avai | abl e technol ogy.

MR FORCADE: To reiterate, if there is
a standard adopted in 2005 such as no controls
which the facility in 2005 can show it was neeting
in 1998, would that facility be or that unit be
subj ect to ATUs being increased under 205. 4057

MR, ROVAINE: Not with any provisions to
increase the allotnment to the sources in those
Ci rcumst ances.

MR, FORCADE: |If you don't make the
denonstration in your 1998 application, you don't
get it?

MR ROVAINE: That's correct.

MR, FORCADE: CQuestion No. 30, referring
to Section 205.405(1), assune that a facility has
operations that emt hazardous air pollutants
which are VOM MACT requires capture and control
of 98 percent of the emissions. |If a simlar
facility is not subject to MACT because it does
not emt hazardous air pollutants but neets the 98

percent standard, will this facility be required
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to reduce em ssions by 12 percent under the ERMVS?

MR ROVAINE: It would not qualify for
the MACT exclusion. You' ve suggested here that
this facility has a very high level of control. |
woul d suggest that you would want to pursue the
best avail abl e technol ogy exenpti on and use that
route to try and be excluded fromthe further
reduction of 12 percent. | can't say at this
poi nt whether it would qualify or not.

MR, FORCADE: Referring to Section
205.405 (b) and (d) and the definition of best
avai | abl e technol ogy in Section 205.130, what is
the source of the agency's definition for BAT?

MR ROVAINE: The definition of BAT is
devel oped fromthe definition of best available
control technol ogy for the Federal Prevention of
Significant Deterioration Program That
definition is found in section 169.3 of the C ean
Air Act as well as the Federal Prevention of
Significant Deterioration rules.

M5, MC FAWN.  |'m sorry?

MR ROVAINE: That is the source. It
has been adapted, however, to beconme a new term

best avail able technology for the specific
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pur poses of tradi ng program

M5. MC FAWN. Let ne just note that he's
on question 31.

MR, FORCADE: Oh, yes, I'msorry, I'mon
31. Is BAT a new standard and unique in
[11inois?

MR ROVAINE: Yes, it is.

MR, FORCADE: Under the Clean Air Act,
MACT is the level of control of em ssions fromthe
top 12 percent of controlled sources. |s BAT less
stringent or nore stringent than MACT?

M5. SAWER: We did go through and
answer all these questions the other day.

MR, FORCADE: Well, if | could for just
a second, the answers that | received during the
earlier questions were that, well, generally BAT
woul d be here and BAT would be there. That had
enough wiggle roomthat | wasn't quite sure where
I was going, and | think | need to explore
whet her, as | address these questions, BAT wll
al ways be less stringent or nore stringent than
those, and if not, when would it not be?

That question was not asked in the

earlier round of questions. Since thisis a
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fundanmental | y new technol ogi cal standard which no
one can really define or point me to an existing
exanple of, | think it is appropriate to explore
it in some detail because it is a relatively
significant term and | would ask the liberty to
ask these questions again because it is a new and
uni que standard that you're asking the board to
adopt .

HEARI NG OFFI CER FEI NEN: M. Ronai ne,
are you prepared to answer those questions?

MR, ROMAI NE:  Yes.

MR, FORCADE: Under the Clean Air Act,
MACT is the level of control of emissions for the
top 12 percent of controlled sources. |s BAT less
stringent or nore stringent than MACT?

MR. ROVAI NE: Before answering the
qgquestion, | need to check my Clean Air Act to nmake
sure that MACT is the level of control of
em ssions fromthe top 12 percent of controlled
sources. | think you' re probably condensing sone
t hi ngs.

MR, FORCADE: Yes, there's also an
excl usion that says where there's less than a

certain nunber of sources, it's --
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HEARI NG OFFI CER FEI NEN: Let's go off
the record for a second.

(Di scussion off the record.)

HEARI NG OFFI CER FEI NEN: Let's go back
on the record.

MR, ROVAINE: | apologize. | do not
keep the provisions in ny head, and this is
actually part of the |language that defines MACT
for existing sources. This isn't the conplete
description of MACT for new and exi sting sources.
In fact, though, what the Clean Air Act says is
that MACT shall be no | ess stringent.

VWhat this | anguage about 12 percent
for these various provisions really have to do
wi th something called the MACT fl oor or in sonme
cases the MACT ceiling, but it's sonething that by
statute is the upper bound, and MACT, as
determ ned for category, is to be as stringent or

nmore stringent than this upper bound.

That behind me, | guess in the
previ ous discussion, | tried to describe these
series of emssion limts as a continuum | did

not try to make a distinction between control of

vol atile organic material versus control of
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hazardous air pollutants. | was trying to answer
them abstractly for a particular pollutant which
| evel of control is nobst stringent, next nost
stringent in sequence.

I think the key point in evaluating
MACT is that MACT is an em ssion standard
determ ned by rul emaking for a category of
sources, a category of emission. | think that
i nherently means that MACT has nore flexibility in
it to acconmodate a range of different em ssion
units with a range of different control |evels,
and it says here MACT, for existing units if you
have sufficient sources, is not the top one
percent, not the top two percent.

So accordingly, | would say that
BAT woul d i nherently be nore stringent than MACT
because BAT is a determ nation that is nade for
one em ssion unit, and a case-by-case
determ nation for that one em ssion unit is
eval uating what is the maxi num |l evel of em ssion
reduction that is specifically achievable for that
em ssion unit. That presunes, however, that in
this continuumfor particular em ssion units,

there are significant differences.
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| think | said before you nay be
dealing with a particular em ssion unit where al
these different enmission |evels get very
conpacted, and it is hard to separate perhaps any
di stinction between what nmi ght be considered MACT
and best avail able technol ogy or best avail able
control technology or in fact |owest achievable
em ssion rate. Everybody seens to coal esce and
say it's 99 and a half percent control and tota
encl osure.

MR, FORCADE: Well, | appreciate that.
Wuld you mind if |I explored it alittle bit nore
because I'mstill utterly confused as to what BAT
represents.

Assum ng you had a paper coating
line -- standard paper coating |ine and you were
to survey the paper coating lines in Illinois to
see what |evel of technol ogy they had inposed, and
if you determ ne that your em ssions unit met the
em ssions control that the top 12 percent, 6
percent and 3 percent respectively of a controlled
sources net, could you tell me which of those
woul d nmeet MACT or BAT and which woul d not?

MR ROVAI NE: No
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MR, FORCADE: kay. | guess I'll nove
on to the next question

MR ROVAI NE: The BAT does not have a
ceiling. There is nothing that says that BAT has
to be at least as stringent as the top 12 percent
of best perform ng sources, the top 50 percent of
perform ng sources. BAT is a case-by-case
det erm nati on.

MR, FORCADE: | can understand that.
The concern |I'mhaving is you' re asking the board
to adopt a standard. I'mtrying to explore so
that the board will be informed precisely what
that standard neans. Wen | ask you questions,
does it nmean this, that or that, and you say no,
then I don't know how effectively to either
support or oppose the adoption of BAT in public
comments because | don't know what it neans or
what |'m being asked to support or oppose.

So l'msinply trying to explore
this, and if you can give nme additional guidance,
it wll be very helpful for ne, but I will nove on
to the next question attenpting to ferret the
| owest achi evable enmission rate, if we could.

Is BAT less stringent or nore
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stringent than the | owest achi evabl e em ssion
rate?

MR, ROVAI NE: Looking at the continuum
BAT woul d definitely be considered | ess stringent
than the | owest achi evabl e em ssion rate.

MR FORCADE: Wuld it be safe then if a
facility went to the RACT, BACT, LAER
cl eari nghouse and found a recent LAER decision for
its type of operations that it would have a high
probability that simlar controls would achi eve
BAT in Illinois?

MR, ROVAINE: Yes, and | highlight two
poi nts you nmade, simlar enmission unit, recent
det erm nati on.

MR, FORCADE: Yes. Question D, is BAT
| ess stringent or nore stringent than RACT?

MR, ROVAINE: BAT is certainly nore
stringent than RACT.

MR FORCADE: |Is B --

MR, ROVAINE: RACT is a categorica
standard. It is not a case-by-case determ nation

MR, FORCADE: |s BAT less stringent or
nore stringent than best avail able control

t echnol ogy?
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MR, ROVAI NE

| think this is the |evel

of control that BAT cones cl osest to, but |

it is slightly --

consi dered | ess stringent.

MR FORCADE:

| ess stringent, is that

MR, ROVAI NE

MR, FORCADE:

| ess stringent in all ci

MR ROVAI NE

hypot heti cal situations.

determ nation for a particul ar

t hi nk

in this continuumit would be

BAT woul d be consi der ed

correct?

That's correct.

Wuld it be considered

rcumst ances?

Again we're tal ki ng about

So if you have a

have a BAT determ nation for that sane unit

BACT

unit and now you

woul d think that the BAT informati on woul d be at

nost the sane | evel

MR, FORCADE:

of BACT or

VWhat is the econoni

| ess stringent.

climt

for best available technology in the economc

consi derati on?

MR, ROVAI NE

appropriate economc, |

avail ability of control

We consider that the

guess, yardstick for the

measures is really

$10, 000 per ton cost that we've put in for

ACVA

MR FORCADE:
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correct to say that if an applicant submtted
control technology to you that was at the $10, 000
per ton |l evel or higher and you agreed wi th that
anal ysis, that that unit would constitute BAT in
your opi ni on?

MR, ROVAINE: That's certainly a strong
possibility. Going through, | guess, review ng
the other factors, the question is, first of all
are there a simlar emssion units out there that
is in fact doing nore to control em ssions that
shoul d be relied upon as precedent. | assune that
in the exanple that you presented to us there
woul d be no other simlar emssion unit. The
other thing I"'massuning is that this unit always
is very well controlled so that further control
measures would in fact entail something at or
above the cost that we've set for the ACMA, and
that, as you said, we've agreed with that economc
evaluation that it is in fact a standard
eval uation of costs as we performed for evaluation
control nmeasures.

MR FORCADE: WII BAT in all cases
apply standards that are equal to or nore

stringent than new source perfornmance standards
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establ i shed under Section 111 of the Cean Air
Act ?

MR, ROVAI NE: Not necessarily. The new
source performance standard only applies to newer
nodi fied em ssion units. [|f an emssion unit in
fact is subject to a new source perfornmance
standard, it would, of course, have to neet that
em ssion standard. If in fact an emission unit is
existing so it's not subject to the new source
performance standard, then that would not be a
rel evant standard for that particular situation

MR FORCADE: In that situation what
floor will be used for sources which are not
control l ed by any standard?

MR. ROVAI NE: The best avail able
technol ogy definition does not include a floor or
a ceiling provision for existing sources or
exi sting em ssion units of that type.

MR, FORCADE: Is it possible that best
avai | abl e technol ogy for an existing source could
equal no control s?

MR, ROVAINE: That's certainly possible

MR, FORCADE: What circunstances would

have to exist for that to occur?
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M5. SAWER: Could you be a little bit
nmore specific on that question. \What
ci rcunstances, that's probably too broad. | don't
think Chris can comment on that.

MR, FORCADE: What econonic cost and
availability and technical inpedi nents would have
to exist for the agency to support a concl usion
t hat best avail able technol ogy for an existing
operational unit was equivalent to no controls?

MR ROVAI NE: The eval uation of best
avai | abl e technol ogy does include consideration of
bot h process neasures and add-on control
measures. So we woul d have to have gone through
an eval uation that concludes that no further
process neasures could be applied to that em ssion
unit but other em ssion units are not using
greater, nore effective process nmeasures, and that
| ooking at the |l evel of emissions that then is
bei ng achieved with the process neasures that are
bei ng used, that add-on control is not being used
by other simlar sources and that add-on control
woul d i mpose costs that woul d be discussed at or
above the | evel associated with purchasing of ATUs

fromthe ACMA, the yardstick we've conme up as
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eval uati ng econom c i npact.

MR, FORCADE: You injected sonething
t here about purchasing fromthe ACVA. |s that
different than $10,000 a ton that you were using
as a benchmark?

MR ROVAINE: Well, the point | was
trying to make, when you do conme down | ooki ng at
costs and best avail able control technol ogy
eval uation or best avail abl e technol ogy
denponstration is that you need sonething to
conpare themto, and it is difficult to come up
wi th specific nunbers.

VWhat we have established in this
programis an alternative way to obtain all owance
trading units, and that is the ACMA. So we woul d
certainly consider the ACVMA as sonethi ng that
conpares the other alternative in |lieu of having
to put in further control nmeasures. So the ACMVA
really becomes the economic yardstick to evaluate
econom ¢ i nmpacts of possible controls.

MR FORCADE: Am | correct that under
the ACVA, the cost of ATUs will be either tw ce
t he market average or $10,000 a ton?

MR ROVAI NE: Yes. However, we're
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tal ki ng about nmaking initial determnations for
best available control technology. At the tine
the baseline determination is made, provisions in
the ACVA dealing with cost of ATUs based on market
prices would not be avail abl e when these

determ nati ons are bei ng nade.

MR FORCADE: It would be $10, 000?

MR ROVAI NE: That would be the
magni t ude we woul d be | ooking at, yes.

MR FORCADE: In its statenent of
reasons, the agency states that in determning
BAT, it, "will consider existing features of the
em ssions unit." Wat factors will the agency
consider? And this is subsection | of question 31
on page 18.

MR ROVAI NE: We woul d consider the
exi sting features that affect naking changes to
that emission unit to further control em ssions so
we could | ook at the existing space constraints,

t he existing configuration of equi pnrent. W | ook
at other related processes that woul d be present
at the source that mght have to be changed or
upgr aded.

In terns of add-on control, we
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woul d | ook at similar issues in terns of how does
the site location affect the ability to put new
measures in place, what additional steps would be
required, if necessary, to change the structure of
the facility to support controls? W would be

| ooki ng at any existing features of that em ssion
unit that would affect the ability to further
control em ssions.

MR, FORCADE: Question No. 32, inits
statenment of reasons, the agency states that, "in
no event shall application of BAT result in
em ssions of VOM which will exceed the em ssions
al l owed by any applicabl e standard established
pursuant to Section 111 of the Clean Air Act" --

["momtting some here -- "or the |evel of

em ssions achieved in practice by the best

controlled simlar new units." The second phrase

is not found in the definition of BAT in 205.130.
Is the phrase, "the level of

em ssions control achieved in practice by the best

controlled simlar newunits," fromthe above
qgquot ation the agency's interpretation of the
meani ng of BAT as defined in Section 205.1307?

MR ROVAINE: No, it is not. Apparently
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when that portion of the statement of reasons was
bei ng prepared, sonebody inadvertently | ooked at a
previous draft of the proposal that included that

| anguage. At one point in tinme, we were pursuing
putting a ceiling into the best avail able
technol ogy definition. W have, however, dropped
it out of our proposal so that is sinply a

m st ake.

MR FORCADE: | think that answers
question B, but I would like to explore in
guestion C, "the | evel of em ssions control
achieved in practice by the best controlled

simlar new units." Exploring in the final section
of this question, what nunber of simlar units do
you believe would have to exi st before you woul d
consi der a technol ogy to represent sonething |ess
t han BAT?

MR, ROVAI NE: Can you repeat the
guestion, please.

MR, FORCADE: Assuning you have an
em ssions unit, 100 of them across the United
States, and the nost stringent control is enployed

by only one unit or two units or five units or

fifty units. At what |evel does the nunber of
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control | ed sources beconme so |large that the
technol ogy woul d not represent best avail able
t echnol ogy?

MR, ROVAINE: Again I'mhaving trouble
structuring my response to the way you' ve posed
the question. W do not have a nandatory
conparison to any particular nunmber of units. W
have said, though, that if there is a simlar unit
out there that is using nore effective control
measures, a conbi nation of processes or add-on
control, then that would be a neans to say that a
particul ar em ssion unit does not have best
avai | abl e technol ogy.

The key point then is what is
considered simlar. So you would have to | ook at
is that other unit that has nore control newer,
larger? Was it devel oped at a later period of
ti me where additional controls were avail abl e that
were not avail able when the emi ssion unit that's
bei ng eval uated was considered? So if you go to
that evaluation and conclude it wasn't simlar
then that woul d not be a binding precedent.

But if we cone up with a precedent

out there that shows a simlar unit in simlar
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circunst ances has better control, then we would
not deemthe em ssion in question to have the best
avai | abl e technology. It would have to equal or
better than other simlar em ssion units, assum ng
in fact there is one, and assuming that in fact

ot her emi ssion units have reasonably been
identified.

MR FORCADE: So am | correct then if
there is one unit in the world that is simlar and
is controlling this, that you will not assign BAT
to a less stringent control technol ogy?

MR ROVAINE: | think we've also said
that we had not planned to go outside the
Continental US. That's enough to worry about.

MR FORCADE: |If there was one in the
United States enploying that technol ogy even
t hough hundreds of others do not, the only BAT
determ nati on you woul d support woul d be that one
| evel of control?

MR ROVAINE: That is correct. It is a
simlar emission unit; simlar emssion unit, sane
size, sanme circunstances is doing better, then we
woul d say there's no reason why the particul ar

em ssion unit at hand shoul dn't achi eve that nore
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stringent |level of control, but again, it depends
onis it simlar. So we wouldn't necessarily say
that single unit by itself is sufficient. If it's
a simlar unit, then why not.

MR, FORCADE: Assuming that factual
scenari o, what kind of econom c showi ng would the
applicant need to make to convince you that a
| ower standard woul d satisfy BAT? |If there were
two simlar units but the one that was controlled
was the only unit in the United States, there were
hundreds of uncontrolled units, what kind of
econom ¢ showi ng woul d the applicant have to
make?

MR ROVAINE: As we have set this up
there woul dn't be an econom ¢ show ng that the
source could nake. If it's simlar, it's been
done. MNow, if you're telling ne that their
circunstances are different so that there are
di fferent economic inpacts, then it's not
simlar.

W& woul d have to go to the economc
eval uation to see whether in fact that particul ar
| evel of control that is being used by this other

conpar abl e but not exactly simlar em ssion unit
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could also be applied and shoul d be consi dered
achi evable for the em ssion unit at hand.

MR FORCADE: Wuld that hold true if
the single unit that was constructed in the United
States with that technol ogy was expendi ng
substantially in excess of $10,000 per ton?

MR, ROVAI NE: There's nothing that we've
set up in this proposal that woul d preclude that
being a justification to say that in fact that
other simlar unit should not be considered as
definitive for setting the best avail able
t echnol ogy.

MR FORCADE: And the |ower standard
m ght apply because it was in excess of $10, 000?

MR ROVAINE: That's correct.

HEARI NG OFFI CER FEI NEN: | think we have
some followup to your questioning, and | think
we're going to stop today. | know we're going to
stop today.

M5. HODGE: Chris, you tal ked about
simlar sources and different circunstances.

Whul dn't you agree that one facility, perhaps the
one enploying this new technol ogy, is a brand new

facility; an existing facility was constructed
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several years ago with maybe sonewhat | ess
efficient control equi pnment, wouldn't you agree
that that would be different circunstances that
t he agency woul d consider in its BAT
determ nation?

MR ROVAINE: It certainly would be
Those coul d not be construed as simlar em ssion
units. There are very specific differences that
you set up in ternms of the timng of those two, of
t he devel opnent and construction of the two
em ssion units.

MS. HODGE: Thank you

MR, SAINES: Thing is along the sanme
lines. M understanding of that definition is
that part of the determi nation -- case-by-case
determ nation will take into account economc
factors. So | guess for purposes of
clarification, in making the determ nati on whet her
or not a unit is simlar or not, isn't econom cs
of the particular unit sonething that the agency
is going to consider in ternms of whether or not it
is actually simlar, and you can then conpare it
to that one source that's out there that's

installing control s?
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MR ROVAINE: | think you' ve described a
circunstance where it appears that even though
there may be superficial simlarities between
em ssion units that in fact you believe that there
are differences between the two emi ssion units.
Presumably one way to eval uate those differences
woul d be to do an economi c of the inpact of cost
of control, and that woul d highlight why those two
em ssion units that mght superficially be
considered simlar should really be considered
different, and accordingly, wouldn't rely on one
as a precedent for the other.

My attorneys al so poi nted out that
I may have appeared to suggest that sinply a cost
of $10,000 would be sufficient, that is, the exact
ACNMA cost would be sufficient to avoid for the
controls or to show that best avail able technol ogy
is being satisfied. That was not ny intent. M
intent was sinply to show that is the point we
could | ook at. The cost, of course, would have to
be nore expensive than ACVA because ot herwi se
people would go to the ACMA to fulfill their
em ssion obligation. So it's greater than ACVA

MR, SAINES: One additional follow up
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question. It relates to your characterization of
BAT being nore stringent than MA-C T or MACT
One of the justifications you used to nake that
statenent was that BAT determ nations are nade on
a case-by-case basis rather than on a categorica
basi s.

My under standi ng -- that doesn't
necessarily follow then that BAT will be nore
stringent than MACT. |1'm concerned that through
t hese questionings, it's sort of been suggested
that it is nore stringent than MACT in every
case. | would think that a case-by-case
determ nati on would yield situations where BAT
could in fact be less stringent than MACT in a
given instance. Wuldn't that be -- isn't that
true when you consi der economcs as well?

MR, ROVAINE: | guess the point | was
trying to make was that because BAT is a
case-by-case determ nation, it should be a nore
accurate determination of what is achievable in
terns of the em ssion reductions; that certainly
under a MACT standard, there may be em ssion units
that could do nuch better than the MACT standard

due to their particular circunmstances, but MACT
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does not require those em ssion units to do
better.
It sinply says, here's the

general. If you do well enough at this |evel,
that's good enough, you've net the genera
categorical requirement. You could perhaps cone
up with a scenario where the way MACT is
est ablished creates a very stringent standard for
a particular emssion unit; that one that in fact
has exorbitant costs for that particul ar em ssion
unit just because of where it is as sort of an
outlyer for the entire category, but the way the
USEPA has set up that categorical rul emaking, they
set up a MACT standard that doesn't really fit
it. 1 think that would be an exception to what
was trying to describe in a conceptual approach as
to how you woul d spread out these different
em ssi on standards under a continuum

MR SAINES: But it is possible that BAT
could be considered | ess stringent in a given
situation?

MR, ROVAI NE: Concei vably such a
ci rcunst ance m ght exist.

MR, SAINES: Thank you.
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HEARI NG OFFI CER FEI NEN:  Ckay. | think
we'll stop here today and continue tonorrow.
just want to | et everyone know that the dates that
we're tentatively | ooking at now for hearings is
April 21st, 22nd, 23rd and 24th, but of course,
after this hearing and before tonorrow, hopefully
we'll have a better -- after today's hearing and
tomorrow, we'll hopefully have a better target or
a higher percentage surety that that's going to be
t he day.
MR FORCADE: Are we off the record?
HEARI NG OFFI CER FEI NEN:  No. W'l
continue tonmorrow, and if there's sonme questions
deferred, that we'll start with, and I think we'll
go back to questioning from Tenneco. Of the
record, please
(Di scussion off the record.)
(Wher eupon, this hearing was
continued until February 11,

1997, at 9:00 o' clock a.m)
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