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1 THE HEARI NG OFFI CER: | think we are going to
2 go on the record and we'll start the proceedings this
3 norni ng.

4 Good norning. M name is Chuck Feinen

5 I'mthe assigned hearing officer to this matter,

6 which is docketed R97-13, in the Matter of Em ssions
7 Reduction Market System Adoption of 35 Illinois

8 Admnistrative Code 205 and Amendnents to 35 Illinois
9 Admnistrative Code 106

10 | issued an officer order the

11 earlier part |ast week. Hopefully, everyone got it.
12 If not, I will make copies available at |unch or

13 after lunch

14 In that hearing officer order, | tried
15 to schedule what we were going to do today and

16 tonorrow and al so noticed that we we're going to

17 continue the hearings nost |likely on the 10th and

18 11th of next week al so.

19 The room for the 10th and 11th has not
20 been totally clarified to nme. | believe it's in this 21

bui l ding again, but | don't believe it's in this
22 room | think it's on the second floor in the CM5
23 offices, if you ve ever been there before for other

24 heari ngs.

L. A REPORTING - (312) 419-9292
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1 This nmorning, we're going to start out
2 wth the testinony of the agency's w tnesses, Chris
3 Romaine and, | guess, Richard Forbes, dealing with
4 the section-by-section workings of the proposal.

5 After we get done with the testinony of
6 the agency's witnesses this norning, we wll start

7 into the questioning of the agency on the sections
8 that they have testified to.

9 In an attenpt to nake the record clear,
10 what I'mgoing to try to do is have you ask your
11 prefiled questions by section. |In other words, we
12 wll start at the beginning and go all the way
13 through.
14 Most people filed their questions in
15 that order, at least fromwhat | could figure out,
16 and | amgoing to attenpt to follow that order and
17 ask for those who really didn't state what section
18 it goes to, and where | didn't have tine to figure
19 it out, I wll ask if there are any nore questions

20 for that section and you will be allowed to ask those 21
prefiled questions at that tinme. After that, if

22 there are any questions fromthe audience, we wll

23 get to that time permtting.

24 Wth nme today board nenber-wi se, to ny

L. A REPORTING - (312) 419-9292
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right, is Joseph Yi, Kathleen Hennessey.

M5. HENNESSEY: Good nor ni ng.

THE HEARI NG OFFI CER
Mc Fawn.

To ny left is Marili

M5. McFAWN:  Good norni ng.

THE HEARI NG OFFI CER
Marili MFawn's attorney assi
To ny right is Elizabeth Ann,

Ms. Hennessey's right is her

Also, to ny left, is
stant, Kevin Desharnais.
technical unit. To

assistant, R chard

MG . | see no other nenmbers of the staff or the

board wth us here today.

Wth that, | guess we will start with

t he agency unless there is sonmething prior to that.

MR. ROSEN: Good norning. |'m Witney Rosen

fromthe Illinois Environnent

al Regul atory G oup.

W have a statenent or a comment to make 17

response to your hearing officer order. | don't

know i f you would believe it

appropriate to nmake it

nowor if there would be sone tine later in the next

two days that we could address it.

THE HEARI NG OFFI CER

t oday' s proceedi ngs?

Does it pertain to

MR. ROSEN. It pertains to the video

t el econf er ence.

L. A REPORTI NG -

(312) 419-9292
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1 THE HEARI NG OFFI CER: Wiy don't we wait until
2 tonorrow?

3 MR. ROSEN. Okay. Thank you.

4 THE HEARI NG OFFI CER: Are there any ot her

5 questions or things before we go on?

6 One other comment | shoul d nake for

7 those who are new with us today is in the back, on

8 the table, there should be a notice list and service
9 |list signup sheet plus extra copies of the nost

10 recent service and notice list. |If you are not on
11 the service and notice |ist and you would |ike to be
12 on the notice list or service list, please sign your
13 name and we will get that stuff to you.

14 If there isn't anything el se, | guess
15 we will start with the agency.

16 MS. SAWER: Ckay. There are a couple

17 matters that | wanted to raise before we proceed into 18

our testinony.

19 First of all, for the schedul e of

20 tonorrow, there are a couple things in your order
21 where we wanted to do the testinony a little bit
22 differently in ternms of who is going to testify
23 tonorrow

24 It was our intention to take

L. A REPORTING - (312) 419-9292
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M. Conpton, M. Ziesmann and M. Jerik as a panel

since they are all the business nenbers of the

design team | realize that people probably haven't

recei ved copies of the prefiled testinony of

M. Ziesmann and M. Jerik, which we did file on
Friday, and there are copies available on the
tabl e back there, but we will just have themread
their testinmony into the record. It is not very
Il ong and then we would just take those three

W tnesses together tonmorrow. That's one matter.

Anot her matter is the testinony of

M. Beckstead. M. Beckstead primarily prepared

testinmony on the technical feasibility of the

proposal and he really doesn't need to be schedul ed

with the economc portion. So we would like to
present his testinony tonorrow al so.
s there any coment on that?

THE HEARI NG OFFI CER: | s there anything
el se?

MS. SAWER: Vell, | have a coupl e other
things, but that's it with --

THE HEARI NG OFFI CER: Pertaining to the
testinony tonmorrow, that's it?

M5. SAWER | think that's it, yes

L. A REPORTING - (312) 419-9292
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ask i s because |

THE HEARI NG OFFI CER

to the request of having M.

430

VWll, in response

Jerik testify tonorrow

along with M. Conpton, one of the reasons why we

schedul ed M. Conpton tonorrow i s because his

prefiled testinony indicated
to testify tonorrow. |If M.
is here wth us today in the

M. Conmpton, is

you not testifying tonorrow?

that he would |ike
Compton -- M. Conpton
audi ence.

there a problemw th

| mean, would you have

a problemtestifying on the 10th or the 11th?

MR. COMPTON: | may be able to arrange that.

THE HEARI NG OFFI CER

Ckay. My -- the reason 13

really would hate to have people

forced to do their questioning of M. Jerik and

M. Zeismann with one day's worth of |ooking at the

testinmony. | really want to

gi ve participants the

opportunity to raise their questions and have tine

to do that.

| f you can make

it tonmorrow, | think

Il will still have you testify tonorrow and just have

M. Jerik testify at a later
time you can figure out wthi

tonmorrow, or tonight?

date. Is there any

n the course of today,

MR, COVPTON. At the break, | wll let you

L. A REPORTI NG -
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know.

THE HEARI NG OFFI CER: Al right. Geat. So
why don't we just hold that off until we can find out
if M. Conpton can rearrange his schedule for us.

M5. SAWER:  Ckay.

THE HEARI NG OFFI CER:  That's appreciated if
you can do that.

Now, as far as M. Beckstead, if he is
ready to go tonorrow, | think everyone has already
seen his testinony for a while now. | think that
wll be fine unless there are any conments about
having M. Beckstead testify tonorrow fromthe
partici pants.

Seeing none, | think that will be okay.
W will ook at the things at the break and figure
out tonmorrow s schedule after | talk to M. Conpton

M5. SAWER: Okay. | just want to clarify
sonet hing that you said at the beginning of this
pr oceedi ng.

It wasn't clear to me if we were
intending at this point to definitely continue the
hearing on the 10th or 11th or just determne if
there is a need for both or foll ow up days.

THE HEARI NG OFFI CER: Vell, let ne just

L. A REPORTING - (312) 419-9292
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clarify that. |If we need those dates, we w ||
continue them W have a roomreserved. | just
want ed everyone aware of that. |'mpersonally
thinking that we'll end up doing that. Now, if

all mracles of mracles happen and we get through
today and tonorrow, surely, we will not go over to
the 10th and 11th. Unfortunately, | haven't seen

too many mracles lately.

© 00 N o o b~ w N Pk

M5. SAWER: Okay. | just wanted to clarify

[
o

that's what you were saying with that.

[ —
[ —

| have sonme comments about questions.

=
N

Should I hold that off until this afternoon?

[
w

THE HEARI NG OFFI CER: Wiy don't we wait until 14
we get to the question part.

15 M5. SAWER: Ckay. Wth that, | would |ike
16 to call the agency's first w tness, Christopher

17 Romai ne.

18 THE HEARI NG OFFI CER:  Wul d you swear in the
19 witness, please?

20 (Wtness sworn.)

21 \WHEREUPON

22 CHRI STOPHER ROMAI NE

23 called as a witness herein, having been first duly

24 sworn, deposeth and saith as foll ows:

L. A REPORTING - (312) 419-9292
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MS. SAWER: Pl ease proceed, M. Ronai ne.
MR. ROMAINE: Good norning. | want to give

you a brief summary of my background. [|'m enployed
as the manager of the New Source Review Unit in the
Permt Section in the Division of Air Pollution
Cont r ol

| have a bachel or of science degree in
engi neering and | have al so conpl eted course work
towards ny naster's degree in environnental
engi neeri ng.

As manager of the New Source Review
Unit, | have programatic responsibility for
permtting activities relating to certain federal or
federally arrived rules for new or nodified sources.
These include things |ike federal prevention of
significant deterioration prograns.

As part of ny duties with the agency,
| also assist in certain program devel opnent
activities. | have been involved in various
regul atory proceedi ngs dealing with the new source
revi ew program

| have dealt with regul ations involving
organic material. | was involved in the group that

wor ked on developing Illinois' Title 5 program

L. A REPORTING - (312) 419-9292
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1 Not surprisingly, |'ve also gotten

2 involved in the devel opnment of this Em ssions

3 Reduction Market System

4 My testinony covers a nunber of topics.
5 In logical order, they are a discussion of affected
6 sources under the proposed Em ssions Reduction Market
7 System or ERMS, a review of the Non-Attai nnent

8 New Source Review Program as it is necessary to

9 wunderstand the context, at least in certain regards,
10 in which the ERVE i s being proposed.

11 | spent a fair anmount of tine tal king
12 about how baseline em ssions will be determ ned and

13 how the allocation of allotnent trading units or ATUs 14
wi |l be made to incunmbent sources.

15 This al so touches on the exclusion from

16 the 12 percent reduction that affects the difference

17 between sonebody's baseline em ssions and what they

18 had received in the allocation of ATUs.

19 Probably the exclusion that is of the

20 nost interest is the case-by-case exclusion for best

21 avail abl e technol ogy.

22 | also touched briefly on quantification 23
met hods for VOM em ssi ons.

24 The next topic | talk about is the

L. A REPORTING - (312) 419-9292
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em ssion reduction generator concept. This is a
process whereby em ssions reductions of
non-participating sources can result in ATU.

The final topic in ny testinony is
really a discussion of the issues concerning
per manent shutdown of sources as touched on in the
tradi ng program

Applicability has generally been

© 00 N o o b~ w N Pk

di scussed by a nunber of agency wi tnesses. Cearly,

10 it's very inportant that sources understand what they 11
will be required to hold as to ATUs for their

12 seasonal em ssions under the proposed prograns.

13 There are basically three criteria that

14 have been discussed. You have to be a source in the

15 nonattai nnent area. You have to be a Title 5 source. 16
You have to have volatile organic nmaterial em ssions

17 in the season of at |east ten tons.

18 There are various provisions for other

19 sources and individuals to participate in certain

20 respects in the program but this does not extend or

21 require themto hold ATUs.

22 Now, dependi ng on when a source begins

23 operation, the sources that wll be affected by the

24 trading program are considered either participating

L. A REPORTING - (312) 419-9292
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sources or new participating sources. The proposal
at this break point is whether a source is operating
as of May 1, 1999.

The sources that are operating before
this point are considered participating sources.
Those are the encunbents that will receive allotnents
of ATUs determ ned fromtheir baseline em ssions.

New participating sources are sources
that conme along later that are not encunbents.

There are several categories of
participating sources. There are participating
sources that neet the criteria as of program
startoff. There are sone that may |l ater enter the
program They are operating now, but they do not
currently neet the em ssions criteria. They would
be brought into the programwhen they trigger
applicability. There nay al so be sone peopl e that
have applicability in the future as a result of the
maj or nodi fication under nonattai nnent new source
revi ew

There are different provisions that
address how the allotnents will be nmade for each of
those sources. All three of those categories are

partici pating sources.

L. A REPORTING - (312) 419-9292
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In addition, those participating sources
have two exenption options available to them One
optionis to limt their em ssions of |ess than 15
tons per season.

The other option is to commt to an 18
percent reduction in em ssions fromthe baseline
| evel and that would reduce their involvenent in the
tradi ng program as has al ready been di scussed by a
nunber of peopl e.

In terns of new participating sources,
there are also two categories. There are people who
enter the programin the future that do not do it as
a result of a mgjor nodification and then there are
fol ks who enter the programas a result of a major
nodi fication. Again, they get treated slightly
differently. These fol ks again haves option in terns 17

t he tradi ng program pursuing an exenption based
on a 15-ton per year limt on em ssions.

Now, as discussed briefly, al
participating -- new participating sources wll be
Title 5 sources. That neans that the provisions
of the program can be inplenented or at |east the
all ocation provisions of the program and the

applicability provisions can be inplenented through

L. A REPORTING - (312) 419-9292
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1 the Title 5 permt processes or in sone cases, the

2 new sources, as a conbination of a construction

3 permt followed by a Title 5 permt.

4 Qur review of the information suggests
5 there are probably about 250 sources that could be

6 participating sources on the order of 4,000 em ssion
7 units. Approximately 20 percent of these, maybe 50,
8 <could pursue the 15-ton exenption. That neans that
9 there certainly is a good popul ati on of about 200

10 sources and several thousand em ssion units that will 11
be participating in the proposed program

12 The next topic, again, was new source
13 review. The new source review programis a program
14 that is key for construction and nodification of

15 em ssion units.

16 I n general purposes, its purpose is to
17 make sure that construction or nodification of major

18 new sources or major nodifications does not interfere 19
W th reasonabl e further progress.

20 In other words, it states plans to

21 achieve attainment to nmake reasonable further

22 progression in reducing em ssions. The plans that

23 states prepare can address existing sources.

24 We al so set rules for existing sources.

L. A REPORTING - (312) 419-9292
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We al so acconmopdate m nor growt h through vari ous
growt h projections, but the Clean Air Act provides
that there have to be additional provisions to

saf eguard any potential negative inpact from nmajor

1
2
3
4
5 projects on attainnment or reasonable further
6 progress.
7 As a result, major projects have sone

8 additional hurdles or requirenents they have to nake

9 before they could go forward. The first requirenent

10 the major project has to neet is a case-by-case

11 determnation of an appropriate emssion limt,

12 control technol ogy.

13 For a major project in a nonattai nment

14 area, this is determ ned as the | owest achievable

15 emssion rate. This is a very stringent em ssion

16 rate reflecting the nost stringent em ssion

17 limtation required in any other jurisdiction or

18 the nost stringent emission limtation, which is

19 achi evable, which is even nore stringent.

20 So they have a very stringent contro

21 requirenent. You don't sinply go back and | ook at

22 RACT rules or MACT rules or other em ssions standards 23

t hat have been set by the regul atory process.

24 There has to be a case-by-case

L. A REPORTING - (312) 419-9292
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determ nation of permtting that the nost stringent
control will be used.

The next obligation for a major project
woul d have to be em ssion offsets. Em ssion offsets
are reductions of em ssions in existing sources
willing to make room for the new source comng into
t he area.

The presunption that the Cean Air Act
establishes is that the attainment plan or rate of
progress plan does not account for major sources.
Therefore, nmajor sources have to make their own
space. They have to provide em ssions reductions
fromother existing sources in the area that haven't
al ready been relied upon under specific surplus
reducti ons and present those as part of the
permtting process.

Because Chicago is in a severe ozone
nonattai nment area, em ssion offsets in the Chicago
area have to be presented at a ratio of 1.3 to one.
So for each ton of em ssions, a new major project is
being permtted for. They have to provide at | east
1.3 tons of reduction fromexisting sources in the
area that we haven't already identified and relied

upon in our attainnment planning.

L. A REPORTING - (312) 419-9292
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A new mgj or source also has to go
t hrough anal ysis of alternatives to denonstrate that
the selection of control technology and | ocation is
warranted, that the environnental inpacts of the
project are bal anced out by the benefit to society.

Finally, a major source has to certify
that they have their existing sources in conpliance.
A person cannot go ahead wth a major new project in
the nonattaintment area if they have existing mjor
sources that are out of conpliance or not on an
appropriate conpliance schedul e.

VWhat this means is that new nmgjor
projects have fairly stringent major requirenments
they have to neet before they can go forward with
construction.

VWhat is a major project in the Chicago
area, in the severe ozone nonattai nment area? A
maj or project is one with a potential limt of 25
tons per year of volatile organic material. It can
al so be a project that results in a net increase of
25 tons per year and that determ nation has to be
made with other contenporaneous increases and
decreases of em ssions over the |ast five years.

The consequence of nonattai nnent area

L. A REPORTING - (312) 419-9292
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1 and new source review at this point, at least, is

2 that there have been very few major projects in the

3 Chicago area. That's one thing.

4 The other thing is that there is a

5 definite force in place that encourages people

6 proposing projects to do what is necessary in terns

7 of designing the size of the project and sel ecting

8 a control nmeans to avoid status as a mmjor project.

9 The significance for the tradi ng program
10 is that there is an overlap between the em ssion

11 offset requirenent under the new source review

12 program and the general concept under the trading

13 programthat people nust hold allowance trading units 14

for their season em ssions.

15 Both are designed to nake sure that
16 sources count for their operation consistent with
17 the overall attainnment plan and rate of progress
18 plan.

19 So one of our thoughts in the

20 devel opnent of the trading programis could we

21 develop a program where the tradi ng program can
22 satisfy the offset requirenent of the new source
23 review?

24 VWhen we exam ned the Clean Air Act, we

L. A REPORTING - (312) 419-9292
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found out there isn't any requirenent that em ssion
of fsets be provided on an annual basis, but the O ean
Air Act says that there have to be sufficient offsets
to assure continued reasonable further progress.

In fact, reasonable further progress is
eval uated on a summary basis. Therefore, it would be
consistent wwth our reading of the Cean Air Act that
the offset requirenent be satisfied on a seasona
basis using the ATU -- the trading program

Soif we've identified a najor source
that has to provide offsets instead of providing
sinply one ATU for each unit of emssions, it could
provide 1.3 ATUs for each unit of em ssions.

That woul d certainly sinplify the offset 15

requi renent under the current circunstances where

16
17
18
19
20
21
22
23

there isn't really any structure or systemout there
to assi st new sources considering locating in the
area in neeting their offset requirenents. Now, the
other point of this is that the applicability system
t hat we have di scussed for the Nonattai nment Area
New Source Revi ew Program does not adapt itself to
coordination wth the em ssions trading program

Real ly, the applicability systemfor the 24

nonattai nnment area and new source review is specified

L. A REPORTING - (312) 419-9292
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1 by the Cean Air Act, the provisions, as |I've said,

2 where the major source is one wth the potential to

3 emt 25 tons per year, major nodification of

4 emssions of 25 tons per year.

5 There are various provisions that

6 address how a termnation of nodification is nmade and
7 we are not proposing to do anything to change the

8 applicability structure of the new source review as

9 part of the trading program Al we would be

10 affecting would be how the offset requirenent m ght
11 be satisfied.

12 Anot her broad issue that relates to new
13 source reviewis how we deal with projects that have
14 undergone new source review is how we deal with the
15 process of allocation of ATUs to encunbent sources.
16 The issue that we are really facing is we 17
wi |l not have an instantaneous transition where on

18 one day, sources can go out and get a construction
19 permt, and then on the next day, sources can go out
20 and operate under the trading programto satisfy

21 their obligation.

22 VWhat we have is a situation where we
23 have certain pending projects that are currently

24 under devel opment with construction permts. They

L. A REPORTING - (312) 419-9292
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can proceed at present with the construction of
those projects as they received the construction
permt, but the trading programis not in a place to
allow themto obtain trading units for these pending
proj ects.

The approach that we have taken in our
proposal is really to treat these pending projects as
encunbents to allow these pending projects when it's
kind of the demarcation point we have cone up with
IS projects that are proceedi ng pursuant to a
construction permt that has been issued prior to
January 1, 1998.

To treat them as encunbents and al | ow
sources with a pending project to account for the
project after the project has been operational for
t hree conpl ete seasons.

Basically, we are trying to treat these
pendi ng projects to the extent possible |ike other
i ncunbent sources. So we would allow these pending
projects to conplete the construction projects, to
start operation, and wait until we go through the
al l ot ment process until we have three conplete
seasons fromdata fromthem

These sources could then use two seasons
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wi th the highest view of em ssions and thereafter,
within the fourth season, the source would have to
account for the project's em ssions with ATUs.
Until that point, the sources would not have to hold
ATUs for the pending project.

The next topic -- probably the nost
conplicated part, and certainly one of the nbst

critical part of the rule -- deals with the

© 00 N o o b~ w N Pk

term nati on of baseline em ssions.

[
o

It has been indicated, everybody

[ —
[ —

under st ands now, that baseline em ssions wll be
12 the means by which the allotnment of ATUs to incunmbent 13
sources is made. There are severa

14 parts to that process. It involves selecting a
15 representative period of tine.

16 What are the appropriate seasons to
17 make that determ nation of baseline em ssions in?
18 It involves certain adjustnents to the em ssion
19 rate to account for nonconpliance or voluntary

20 over-conpliance.

21 | have sonme exanples that | will run
22 through on that. It also deals with certain

23 exclusions for particular emssion units that wll

24 not be required to provide 12 percent -- particul ar
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1 emssion units whose allotnent would not incorporate
2 a 12 percent reduction for the baseline em ssion

3 levels, and finally, certainly, quantification of

4 emssions is a relevant aspect to the baseline

5 determ nation

6 The first part of the baseline

7 determnation, as has been explained, is selection of
8 appropriate seasons. Wat is the appropriate period
9 of tine to |look at to determ ne sonme of these

10 baseline em ssions?

11 The general presunptions that we have
12 established in the proposal is that sources woul d

13 select two seasons out of 1994, 1995 or 1996. They
14 would select the two seasons with the highest

15 emssions. Those seasons would be their basis for

16 their allotnment.

17 We do all ow sources to substitute other
18 seasons if non-representative conditions exist for

19 1994, 1995 and 1996. That substitution would be nmade 20

on a conpl ete season-by-season basis.

21 Sources would not be allowed to pick and 22
choose different seasons for different em ssion units 23 at
the source. | think the questions go to what is

24 representative; how do you make that distinction?
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Certainly, we would consider
representative to the -- actually, we would discuss
the way the rul e has been proposed if there are
non-representative conditions for 1994, 1995 and
1996, you can go to other seasons.

So we expect a source, in their
application, to cone into the program to denonstrate
to us with appropriate supporting information that
t here have been unusual situations in 1994, 1995,
1996, such as a strike, a fire, an unusual equi pnent
out age, one of your custoners had a strike or an
out age so you were having an unusual slunp in
busi ness condi ti ons.

If that sort of a denonstration could
be made, then, we would allow the source or the
rules would allow the source to substitute another
representative season in place of the
non-representative season.

The next point is when you get your
season selected. How do you determ ne your baseline
em ssions? | think the first point is you don't
have to worry about insignificant em ssions.

I nsignificant em ssion units is a

concept fromthe Title 5 program |nsignificant
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1 emssion units are ones that are not put through

2 the entire rigor of the Title 5 programand we woul d
3 not include insignificant em ssions in the baseline

4 determ nation

5 Li kewi se, a source would not be expected
6 to hold ATU insignificant em ssions. Basically, it's
7 out of the programgoing in, out of the programas it
8 operates.

9 Once you have gotten rid of your

10 insignificant units, which you probably may not have
11 any data for, that's probably the reason they are

12 insignificant, you have to get your significant

13 units.

14 The way or the conception either

15 that the trading program approaches em ssions really
16 is in tw pieces; production or activity level tines
17 an em ssion rate.

18 The purposes of the selection of the

19 season is to conme up primarily with a representative
20 production or an activity level. However, the
21 emssion rate in that representative season may not
22 be the appropriate em ssion rate for the baseline.
23 Certainly, one adjustnent that has to be 24

made is for nonconpliance. W expect sources to be
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1 in conpliance. Qur 15 percent rate of progress plan
2 relies on sources being in conpliance.

3 So if a source is out of conpliance,

4 their actual em ssions nust be adjusted for the

5 emssion rate that woul d have been achieved if they
6 were in conpliance.

7 Rel ated to that, we are not going to

8 account for em ssions during startup, mal function,

9 and breakdown. Those em ssions are really outside
10 of what is allowed as well. Even if a source has

11 authorization and their permt has em ssions during
12 startup, malfunction, and breakdown, the general

13 expectation is that is an unusual provision and al
14 reasonable steps have to be nmade to m nim ze those
15 em ssions.

16 Those em ssions really can't be

17 <characterized as allowable in a strict sense either.
18 Again, those sort of em ssions have to be excl uded.
19 | think those are pretty straight-forward. Then, you 20

get to the nost difficult adjustnent, which is the

21 adjustnent for voluntary over-conpliance.

22 | think it's been stated several tines
23 already. The purpose of this programis to get

24 further reductions after 1996 to achi eve our rate of
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progress requirenent in 1999.

W woul d certainly like to establish
this programso that sources that have nade
reductions that contribute to this goal receive
recognition of this fact in their allotnment of ATUs.

So if there have been reductions, early
reductions, surplus reductions, they should get
credit. That's sort of a basic principal.

How do we determ ne what is voluntary
over-conpliance? Well, first of all, they nust go
beyond the various rules we have relied upon to get
the 15 percent rate of progress of 1996.

So we have adopted various rul es.

Com ng into conpliance with those rules is not a
surplus reduction. W counted on it. You only get
recognition if you go beyond that.

One of the other rules that we have
effectively relied upon to get 15 percent rate of
progress in 1996 is, in fact, the Nonattai nnent Area
New Source Revi ew Program

So if the source has accepted
[imtations in their permt that restrict their
operations so they can go forward with the project,

that woul d al so be sonet hing you have to go beyond
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to be recognized for voluntary over-conpliance.

The ot her piece of voluntary
over-conpliance is that the initial reduction has
to be instituted, has to have transpired after 1990.

The Clean Air Act of 1990 drew a line
in the sand, essentially, requiring further
reductions in em ssions to achieve attainnment. The
Clean Air Act doesn't provide for recognition in
pre-1990 reductions as contributing to rate of
progress requirenents.

You have to show, in fact, not only have 12
gone beyond what are the applicable rules that
have been relied upon to get a rate of progress plan

satisfied, but you' ve done this since 1999. It's new 15

reduction that has not been already factored into the 16

eval uati on.

17
18
19
20
21
22
23
24

| think, to go through this quickly, I
wi || have sone exanples here with overheads. These
are in ny prepared testinony. They are not earth
shaki ng exanples, but | did want to nake sone
poi nts.

The first exanple is how do you go
about determ ning your baseline em ssions | ooking

at seasons? So | have cone up with sinply three
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1 seasons, '94, '95 and '96, which are the presunptive

2 seasons where we expect nobst sources will establish

3 their baseline em ssions.

4 From ny sinple exanple here, the

5 seasonal conditions in all of these three seasons

6 are all normal. W have varying rates of production.

7 The source would select the two seasons w th maxi mum

8 reduction, maxi mum em ssions.

9 In this case, it's 1995 and 1996, 27 and
10 a half tons per year in one season, 22 and a half in
11 the other. You take those two seasons, average them
12 together, and conme up with at least at this point an
13 emssion level of 25 tons prior to any em ssion
14 adjustnents. You cone with an average reduction for
15 these seasons of 50 mllion units.

16 The next exanpl e goes through what would 17

happen if you don't have representative conditions.

18 In this exanple, | have gone through and had a strike 19
i n one season and an equi pnment outage in the other.

20 I f you | ook at what's happened fromthe

21 normal season, they had 50 mllion units. The

22 equi pment outage has reduced em ssions. The strike

23 has reduced emssions. So in this case, we would

24 go back and let the source pick out other nornma
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seasons.
In this case, the source would probably
pi ck 1992, 50 mllion production units, em ssions of
25 tons. So they take 25 tons and 25 tons, 50
mllion units and 50 mllion units, average those,
and that would be their basis for their baseline
em ssions. The next thing that we discussed is
em ssion rate adjustnents.
In this case, |'ve picked out the two
years. | assune they picked out 1994 and 1995 for
t he production and these two were 50 mllion --
THE HEARI NG OFFI CER:  Hol d on a second.
Coul d you state what exanple you are talking --
MR ROMAINE: Ch, I'msorry.
THE HEARI NG OFFI CER: -- about as you go
t hrough so we know on the record?
MR. ROVAINE: |'ve just conpleted going
t hrough exanples 1A and 1B. |'mnow starting on
exanple 2A, which is the adjustnent for
non- conpl i ance.
In this exanple, we have two actua
em ssion rates; 25 tons per year in one season,
20 tons per year in the next. Wen you | ook at

the em ssion rate, however, and conpare it to an
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as
12
13
14
15
16
17
18
19
20
21
22
23
24

al l omwabl e em ssion rate, in this case, | arbitrarily

assuned an all owabl e eni ssion rate of

VOM per unit.

You can see in the first season, th

were out of conpliance. Cearly, as |
shoul d not get any recognition for out of conpliance

em ssions in its baseline determ nation.

you woul d have to go in and adjust. You would h

to adj ust downwar ds.

. 008 pounds of

ey

Ther ef or e,

ave
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said, a source

So you would recalculate their em ssions 11

f they had been conplying with the applicable

rule. They would only get 20 tons in the first

season.

"Il make this a nice exanple.

have corrected the problemif there was one. In

t he second season, they are in conpliance. They

al so received 20 tons in that

season as well. [

want to make a point with this exanple. Wen

nonconpl i ance, that is, they aren't neeting the

appl i cabl e 1996 rul e.

In fact, if that

rule didn't have a

They

say

conpliance date until 1995, they may have been in

conpliance. This is just how we approach it

conceptually for going -- thinking of why you have
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to adjust the em ssion rate.

Now, | want to nove on to exanple 2B.
Okay. This is an adjustnent for voluntary
over-conpliance. Again, | picked the two seasons.
In the first season, | have this source just
conplying with the applicable rule.

It has em ssions of 20 tons per season.
Thi s source now has made vol untary inprovenent in the
1995 season. It has reduced its em ssions to .0007.
So it actually only had seasonal em ssions of 17
and a half tons in 1995. The concept of voluntary
over-conpliance would say it has nmade a reduction
it didn't have to do.

This will have contributed to our
rate of progress denonstration. W have nmade an
adj ustnent to increase emssions as if he had
continued to operate at his conplying em ssion
rate, his previous em ssion rate.

Exanpl e 3B now begins -- oh, 3C
3C goes to the exanple of where there would be no
adj ust nrent because we don't have a situation, as we
described it in our rule, of voluntary
over-conpliance. W have a situation of historical

pre-1990, 1990 over-conpliance.
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So in this exanple, | brought in an
addi tional piece of information show ng that in the

1990 season, this source was already emtting at

an em ssion rate of .0007. It was already conplying
with the applicable rules. It has not nmade any
further reductions after 1990. It is still emtting

at this historical em ssion rate of .0007.

So this situation would have its
basel i ne em ssions determ ned based upon its actual
em ssions. It would not get any adjustnent. It's
not out of conpliance, but it has not nmade any
vol untary over-conpliance either.

The final exanple in this series is
2D. This has an adjustnent for further voluntary
over-conpliance. So | took the previous exanple.
They were achieving .0008 in 1990. That's what they
were doing in the 1994 season as well, but in 1995,
| have the source again going further.

They are voluntarily comng in and
reduci ng conm ssi ons bel ow both what was bei ng
achieved in 1990 and what was relied upon for rate
of progress plan for 1996.

Accordingly, this source would receive

an adjustnment for its em ssions in the 1995 season.
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We have calculated it as if we were still at the
. 0007 pounds per unit historical em ssion rate.
That woul d take it back to an em ssion rate of 17
and a half tons per season.
So those four exanples sort of go
t hrough straightforward how do you account for
em ssion rate adjustnments; nonconpliance, voluntary

over-conpliance, an em ssion reduction that isn't

© 00 N o o b~ w N Pk

vol untary over-conpliance because it was being

10 achieved in 1990, and then further reduction in

11 actual em ssion rate.

12 | will start Exanple 3A and this series

13 of exanples deals with the inplication of permt

14 conditions.

15 As | have said, permt conditions are

16 also sonething that we have relied upon. Not so nuch 17
the permt conditions, but the Nonattainment Area

18 New Source Review Program which results in permt

19 conditions is sonething that we have relied upon as

20 part of our rate of progress plan.

21 So in this exanple, again, | still have

22 sane allowable em ssion rate of .008, that's what the 23
rule would require, but in this source becane --

24 Dbrought in this new emission unit in 1993, it had to
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get a construction permt.

To get a construction permt, it had to
avoid major nodification. That was the choice it
made. It accepted |imtations to nake sure em ssions
were not major. It wanted to keep it bel ow 25 tons
per year.

We accepted limtations of 24 tons per

year. That was the result of a certain limt

© 00 N o o b~ w N Pk

production and a certain tighter em ssion rate that

10 it commtted to. It commtted to achieving an 11

em ssion rate of .0004 and that kept its annual 12

em ssi ons bel ow 24 tons.

13 That al so can be converted into a

14 seasonal limtation as well. That's what you would 15
have to do for this program \What is the result of 16
transferring these annual |limtations in the seasonal 17
programthat we're dealing with? | assuned here it 18 was
just a straight portion of five-twelfths.

19 So the production of 120 mllion units 20
goes to 50 mllion units. The emssion of it goes

21 from24 tons to ten tons. So we now have to factor 22
that into our baseline em ssion determ nation as

23 another factor, as to whether there has been

24 voluntary over-conpliance or not.
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1 Well, in the exanple that | have given,
2 two seasons, again, | picked the two that they want
3 to use, production of 45 mllion units. They never
4 got up to their 50 mllion units they got permtted
5 at based on the 45 mllion units, but in fact they
6 have done better than the em ssion rate they have

7 commtted to. They started achieving .0004. They
8 achieved . 0003.

9 Then, finally, .0002. So their actua
10 emssions are well below the ten tons per season

11 that they theoretically would have achi eved at 6.75
12 and 4.5.

13 So in this case, we ook to the em ssion 14
limt established in the permt as the basis for

15 doing adjustnment for voluntary over-conpliance.

16 W would say that they should get credit for any

17 reductions beyond .0004.

18 That woul d get both of these units for
19 these seasons up to an em ssion rate of nine tons
20 per season. So the permt could also create
21 I|imtations that you have to consider as people have

22 had to accept these limtations to avoid having najor 23
nmodi fi cati ons.

24 Now, as | said, one other possibility
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for a construction permt is a pending construction
permt, that they aren't operational yet so as to
have three conpl ete seasons of data as of January 1,
1998.

We woul d then allow themto go and pick
or wait until they have those three conplete seasons
of data.

So we have again the permt conditions
t hat have already been set of the same unit of .0004,
an em ssion rate of 24 tons per year, ten tons per
season, but in this exanple, they didn't cone into
operation until mdsumer of 1996.

So they don't have a conplete season
for 1996. They have a conpl ete season for '97, a
conpl ete season for '98, and a conpl ete season for
' 99.

W will wait until we have these three
seasons of data, wait until the emssions unit is
operational for three conplete seasons, and then go
t hrough the baseline em ssion determ nation process.
In this case, they would probably pick seasons one
and two when they really have their production up to
the 45 mllion units.

We woul d give themcredit for voluntary
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over-conpl i ance because they are achieving the
em ssion rate of .0003 instead of the .0004 that
they have commtted to. They would then receive an
adjustnment to their baseline em ssion adjustnent,
their allotnment, |ooking at nine tons of em ssions
fromthis tendi ng pendi ng project.

THE HEARI NG OFFI CER: Let the record reflect

t hat was exanple 3B

© 00 N o o b~ w N Pk

MR. ROMAI NE: Thank you, Chuck.

10 Now, this is exanple 3C. This is 11
probably the nost conplicated. |'ve tried to 12
sinplify it because when you get involved with 13
netting, then, you have circunstances where you 14
have other commtnents for em ssion decreases 15 and
as you can see here, | actually have three 16 tables.
17 THE HEARI NG OFFI CER: Can you hold on a 18

second, pl ease?

19 Of the record.
20 (Wher eupon, a di scussion
21 was had off the record.)
22 THE HEARI NG OFFI CER: Let's go back on the 23
record.
24 MR. ROVAI NE: This exanpl e has been

sinplifiedL. A. REPORTING - (312) 419-9292
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1 in several respects. The point | was trying to get

2 tois what would be the inplications of having gone

3 through a netting project?

4 Ckay. A netting project is where you go
5 through a project that by itself would be major, but
6 you have identified other contenporaneous em ssion

7 decreases that have occurred or will occur before the
8 new unit goes into operation. You |ook at the net

9 change in em ssions.

10 So the key point | was trying to

11 make here is we have a project here which would

12 superficially appear to be a nmajor project with

13 em ssions over 36 tons. However, because they have
14 commtted to a contenporaneous decrease of 12 tons,
15 the net affect of this project was only an increase
16 of 24 tons.

17 One of the sinplifications | have nade
18 to avoid having to go into a series of projects is

19 that this would occur with one project. In fact, if
20 our nonattainment rules are currently witten, you

21 probably would have to have a series of projects that 22
resulted in a 36-ton accunulation. It wouldn't be
23 sinply one project by itself.

24 This would only occur if, in fact, our
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1 new source reviewrules would get revised to all ow

2 projects with nore than 25 tons of em ssions by

3 thenselves to net out of review

4 As currently are witten, our rules say

5 that if a project by itself has em ssions of 25 tons

6 per year, it's considered a nmajor nodification. It

7 can't sinply net out of review It has to go through
8 sone alternative route. |It's called the special

9 rules for nodification.

10 In any case, we have a project here.

11 They've gone through a commtnent to nmake an em ssion 12
reduction. In this case, the em ssion reduction

13 they've nmade is 12 tons, the difference

14 between 36 and 12 is a net increase of 24.

15 So after netting, they are only really

16 allowed to have an increase of 24 tons. |If you go

17 through the sane eval uation, you | ook at what they

18 were permtted to emt, what they have actually have

19 been achieving, and you cone up with a represented

20 production rate. You find that out after these folks 21
have conpleted their representative seasons of

22 operation. They would be allowed an additional 14

23 tons of baseline em ssions.

24 The final point is that's really not 14
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tons. Even though they would receive 14 tons as the
adj ustnent, they really have made a commtnent to
reduce 12 tons already. So that 12 tons woul d not be
reflected in their em ssions baseline.

W would only really be allow ng a net
change of a nine-ton increase. W have already taken
sonme out ahead of time with the netting even though

they get an adjustnent of 14. Really, the affect

© 00 N o o b~ w N Pk

woul d be adding into the program an additional 9

[
o

tons. So this one is probably nost conplicated

[ —
[ —

because you have to think about the fact they nade a

=
N

comm tnment to reduce emssions and it's an

13 enforceable commtnent. That would actually cone out 14
first and, in fact, what they get is their baseline

15 em ssions determnation for this existing em ssion.

16 What that nmeans, in fact, is even though 17
we are allow ng pending projects into the programto

18 go forward and get an allotnment after they have had

19 three seasons of operation, we are not allow ng major 20
projects to do this. W wll not have a major

21 increase. Most of this allows a non-major increase

22 looking at the overall effect.

23 The final exanple | have deals with

24 future adjustnents for m nor construction projects
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1 involving a mnor nodification. | don't knowif it's
2 that well explained in the regulations, but when you
3 have a nodification, you have to consider the fact

4 that there are already sone em ssions fromthe unit.
5 There has been a change in that unit that will allow
6 nore em ssions.

7 Clearly, we can't give themcredit tw ce
8 for what they are already emtted, gotten credit for
9 baseline and then give credit again after they have
10 received three conplete seasons of operational data.
11 What you have to do is use that three

12 conplete seasons of data to | ook at how you eval uate
13 what we are going to give themfor increases

14 associated with the nodification. So in this case,
15 the piece of information that is critical is that

16 this source already has certain em ssions that have
17 been included as a baseline. |It's already received a 18

basel i ne ten.

19 So if it can show 14 tons per year as a

20 result of conditions after the nodification, we would 21
only give it an additional four tons. That would be

22 the additional appointnment of em ssion reductions

23 entitled for the nodification.

24 THE HEARI NG OFFIl CER: Let the record refl ect
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t hat was exanpl e 3D

MR. ROMAINE: Sorry about that again.

467

That obviously is the nost detailed part

of going through just the manipul ati on of how you

cone up with sonebody's baseline em ssion.

The next point is what are the

exclusions. One of the elenents in this programis

that it's not appropriate to contenpl ate appropriate

reduction fromcertain emssion units. W have

excl uded boilers, heaters, and certain fuel-burning

devices fromthe requirenent.

than the baseline em ssions from al so excluded units

It's 12 percent

subj ected to achieving MACT, NESHAP or LAER

st andar ds.

Finally, there is a case-by-case

| ower

exclusion for em ssion units that are determ ned

to be conplying wth best avail abl e technol ogy.

This is the maxi num em ssi on reducti on achi evabl e.

This is determ ned during the permtting process.

It's patterned back to the best avail able control

t echnol ogy requirenment of the BACT program but

because we are dealing with existing sources existing 23

em ssion units, it does require consideration of

the circunstances of that existing unit as it would
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1 affect the ability and certainly the cost of putting
2 in further neasures to reduce em ssions.

3 We woul d expect that this process would
4 follow U S. EPA's shutdown BACT process -- BACT is

5 best avail able control technology again. This is

6 a systematic approach to eval uating whet her further

7 em ssion reductions could be achieved by applying

8 additional control techniques.

9 Quantification certainly is considered
10 for the baseline em ssion determ nation. W're

11 dealing with a variety of different types of em ssion 12
units. Accordingly, the appropriate quantification

13 nmethods will be dealt with on a case-by-case basis

14 during the processing of the Title 5 permit. That's

15 one of the things where the -- the fact that these

16 are Title 5 sources coincides nicely with the need to 17
guantify em ssions.

18 The Title 5 permt allows us to tailor

19 appropriate quantification techniques to the

20 particular emssion units that we're dealing with

21 and nenorialize those procedures in the Title 5

22 permt.

23 Once particul ar procedures have been

24 established, we woul d expect that the source would
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continue to use those nethods received consistently
with that nmenorialized method. Any change woul d
require a revision of -- or any significant change
woul d require revision of the Title 5 permt before
it could be inplenented and relied upon for the
tradi ng program

The next topic | touched on was the

em ssion reduction generator process. This is a

© 00 N o o b~ w N Pk

process whereby em ssion reductions of

10 nonparticipating sources may contribute surplus 11
em ssion reductions to the tradi ng program

12 Basically, there are two different 13
routes that could be used; one where there is a 14

per manent revision, in which case, the ATUs be 15
recogni zed on a season-by-season basis during

16 reconciliation period; and the other route is

17 where there is a permt revision. In that case, 18
we woul d recogni ze a stream of ATUs because the 19
revised permt would nmake the em ssion reduction 20
enf or ceabl e.

21 In either case, the first step in

22 recogni zing an em ssion reduction generator would
23 be a proposal submtted to the agency and revi ewed

24 by the agency and accepted by the agency descri bi ng
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1 why ATUs should be issued for the particul ar

2 emssion reduction and how t he anmount of the

3 em ssion reduction should be quantified.

4 The final topic of ny testinony is

5 shutdowns of participating sources. The issue

6 is how do you deal with a participating resource

7 that received allotnents of ATUs as an i ncunbent

8 when it closed its doors in seasons operation as

9 shown by the withdrawal or expiration of its permt?
10 This is one area where we did not have
11 agreenent between affected sources and environnental
12 groups. Accordingly, we attenpted to conme up with
13 an acceptabl e conprom se.

14 The sources said they want all of the
15 ATUs basically no change in practice. Environnental
16 groups were concerned that those ATUs fromt hat

17 shutdown source no | onger go to that shutdown source, 18
that they go either to an air quality benefit or to

19 other sources.

20 What our conprom se would say is that 20 21
percent of the ATUs that would be allocated to that

22 shutdown source would go to the ACVA. It would not

23 go to the source that is shut dowm. Therefore, if

24 the ACMA is unused, it would, in fact, result in an
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air quality benefit. |If there, in fact, is demand
in the ACMA and we go to that particular em ssion
reduction, it would be avail able to other sources.
So it would not be available to the source that was
shut down or at least to the source that shuts down
once or sonething else, it would have to go through
t he sane process as other sources who rely on the
ACMA?

So that is what | hope to be a fairly
brief discussion of what was covered in ny prefiled
testi nony.

M5. SAWER: Thank you, M. Romaine. Before
calling our next witness, | have a small matter that
| shoul d have brought up prior to presenting our
testi nony.

W have a small proposal to anmend the
proposal. It just deals with two sections and it's
really just correcting things that we intended in
the initial proposal. | just wanted to present
that. | think we nmade copies available to everyone.

THE HEARI NG OFFI CER:  Let's go off the record
for a second.

(Wher eupon, a di scussion

was had off the record.)

L. A REPORTING - (312) 419-9292
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1 THE HEARI NG OFFI CER: Let's go back on the

2 record.

3 Were there any comments about the

4 agency's. . .anyone? Wat | think we're going to do
5 1is have themmark that as an errata sheet and have it
6 mnoved -- oh, M. Trepanier?

7 MR. TREPAN ER Yes. | have a comment and

8 it's specifically regarding the agency's proposal

9 to add a Section B under -- to add a B under Section
10 205.610. | think that it presents -- that what the
11 agency is asking for here would be a fundanental

12 change in this programand it would -- and in fact,
13 it has been contradicted by the testinony.

14 Earlier, M. CGoffman said that this

15 program had a provision where the bank woul dn't be
16 broken because the ATUs woul d expire. | believe

17 that the docunentation up to this point has always
18 been that ATUs in the bank would expire. So | think
19 that this is a major change in this programto say
20 that ATUs in the bank -- now they won't expire.
21 would like nore time to respond to that.
22 THE HEARI NG OFFI CER: Well, what we're going

23 to do today is have themmark this errata sheet as an 24

exhibit. W wll have witnesses testify as to why
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1 they are nmaking these changes. Then, you wll have
2 your ability to ask sone questions. Then, of course,
3 you have your chance hopefully sonetine in March to
4 present testinony and evidence of why you feel it's a
5 change and all of that.
6 MR. TREPANI ER: Thank you.
7 THE HEARI NG OFFI CER: So why don't we go
8 back and mark this as errata sheet nunber one.
9 After the agency presents testinony, | believe --
10 or maybe we shoul d nove it now since you have two
11 different people testifying on it.
12 MS. SAWER: Ckay.
13 THE HEARI NG OFFI CER: Wiy don't we nove this
14 as an exhibit?
15 M5. SAWER:  Ckay.
16
17 (Docunent nmar ked as
18 Hearing Exhibit No. 31 for
19 identification, 2/3/97.)
20 THE HEARING OFFICER: |1'mgoing to mark this, 21
which is entitled as "Arendnents to the Proposal?" | 22 wll
mark it as errata sheet nunmber one. It wll be
23 marked as Exhibit No. 31.
24 |f there are no objections of having
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that entered into the record, | wll do so. |
believe M. Romaine is probably the witness who w ||
testify on the changes to 205. 4057

M5. SAWER: That's correct.

THE HEARI NG OFFI CER: | f he could proceed to
do that, please.

M5. SAYWER Chris, if you want to just go
ahead - -

THE HEARING OFFICER: Oh, I'msorry. There is
a question in the audi ence.

MR ROSEN: Yes. | have just a clarifying
guestion. The actual |anguage change -- is that
part of the -- are you deem ng that part of the
exhi bi t?

THE HEARI NG OFFI CER:  Yes. | consider that
one whol e docunent .

MR. ROSEN: kay. So the notion is not the
exhi bi t?

THE HEARI NG OFFI CER: Vell, | was just going
to do the whol e thing.

MR ROSEN: Great. Thank you.

THE HEARI NG OFFI CER: "1l just treat it as
an errata sheet.

MR. ROVAI NE: We have filed what, | guess,
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is now an errata sheet proposing changes to 35
proposed Illinois 205.405 solutions for further
reductions. This is because we erroneously left
certain provisions in our proposal.

As you know, this proposal has gone
t hrough a | ong devel opnent process. 1In fact, in
an earlier version of the program we were | ooking

for reductions phased over, | think, a six-year

© 00 N o o b~ w N Pk

period of tinme with reductions occurring in '99,

[
o

2000, 2001 and 2002.

11 So there woul d have been several 12

steps where a source woul d have been facing a 13

further reduction in the allotnent of ATUs they

14 received. Accordingly, under that previous version 15
of the program there would have been several points 16

al ong the program where a source m ght want to say

17 1 don't have the ability to make any further
18 reductions. | should be considered nowto be finally
19 achieving best avail abl e technol ogy. However, under 20

the current program based on U S. EPA s new gui dance 21
and policy, we are only going for one reduction to

22 achieve the rate of progress requirenents for 1999.
23 We are not having this phased in a

24 series of further reductions. Therefore, there is
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1 really only one opportunity to make one's case that
2 oneis entitled to the best avail abl e technol ogy
3 exclusion and that is when you cone in for your

4 initial allocation.

5 So we're elimnating provisions that
6 would allow for further revisions to exclusions

7 fromreductions based on changes of a source after
8 a period of tine when the initial allocation is

9 nmade.

10 M5. SAWER: Thank you, M. Romaine.

11 THE HEARI NG OFFI CER: As far as the other

12 changes, which deal with Section 205.610, Performance 13
Accountability, Alternative Conpliance Market

14 Account, we will wait for the testinony of those

15 changes to cone when M. Kanerva, | believe, is

16 presenting testinony on the ACVA

17 Is that correct, Bonnie?

18 M5. SAWER: Yes, that's correct.

19 THE HEARI NG OFFI CER: So we can proceed,
20 then, | guess, with your next w tness unless you

21 want to nove the testinony of M. Ronai ne?
22 M5. SAWER: Yes. At this point, | would
23 like to nove that the prefiled testinony of

24 Christopher Romai ne be entered as an exhibit.
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THE HEARI NG OFFI CER:  When you' re saying
the prefiled testinony, you're tal king about the
conpl eted one, both dates that were filed?
M5. SAWER:  Yes, both the January 2nd and
January 9th and they are dated.
(Docunent nmar ked as
Hearing Exhibit No. 32 for
identification, 2/3/97.)
THE HEARI NG OFFI CER: | am marki ng the
testinony of Chris Romai ne as Exhibit No. 32, which
was filed on two separate occasions with the board.
|f there are no objections, |I'm noving
that into the record?
Ms. Mhelic?
M5. M HELI C Are you marking Exhibit 2 as
the | atest version of Chris Romaine's testinony or --
THE HEARI NG OFFI CER:  |'m marki ng what is
exhibit -- well, okay. | will mark it as Exhibit
32-A, which will be the January 2, 1997, testinony
and, 32-B will be the January 9, 1997, testinony.
M5. M HELI C Thank you.
THE HEARI NG OFFI CER: |f there are no
objections to that, | wll have those entered into

the record.
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Seeing none, they will be entered into
the record. You nay proceed with the next w tness.
M5. SAWER: The agency will call its next
w t ness as Donal d Sutton.
THE HEARI NG OFFI CER: Can you swear in the
agency wtness for us?
(Wtness sworn.)
VWHEREUPON:
DONALD SUTTON
called as a witness herein, having been first duly
sworn, deposeth and saith as foll ows:
MR SUTTON: My nanme is Donald Sutton. [|I'm
t he manager of the Permt Section for the Bureau of

Air. This is a post that |I've had since July of

"91. | have a Bachelor's degree in thermal and
envi ronment al engi neering from Southern Illinois
University. | have a Master's degree fromthe sane
university in environnmental engineering. |'ma

regi stered professional engineer in the states of
II'linois and | owa.

The purpose of ny testinony today is
to give you a brief summary of ny witten testinony
and highlight the fact that the major vehicle for

i npl enmenting the ERMS trading programw |l be, in
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fact, the Title 5 permt.

The Title 5 permt, as you know for
t hose people who have had to file one, obligated
the source to identify all affected units as their
source and had to identify all the regulations,
both state and federal, that affect those units.

The source had to identify the current
conpliance status of those units. The source al so
had to identify what nonitoring reporting recording
that they woul d undertake to assure future conpliance 11

those units through the life of the Title 5
permt.

My job is to take that application and
in a sense convert what was given to nme, confirmthe
accuracy of that, and produce a Title 5 permt. So
we al ready have 800 Title 5 permts filed. Al of
the people that will be affected by this particul ar
programare -- have already or have filed a Title 5
permt so those are currently in possession of the
agency and have been deened conpl ete.

The Title 5 permt again wll require
that there be year-round conpliance with those
particular sources. So we will identify those

sources and the units in what requirenents will keep
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those units in conpliance.

After we have done that, basically, we
will then take the ERMS provisions and incorporate
that into the Title 5 also. The ERVS did not vacate
or underwite any underlying provision, but in a
sense, add an additional obligation on top of that.

We, as part of our job, will go ahead
and reviewthe Title 5 permts we have up until the
point we can determne their current status and then
await the ERMS application.

Because the Title 5 permt has to go
out for public notice and have review by U S. EPA
and because the ERMS portion of itself wll be
significant nodification to that permt, we're not
going to take those particular applications out to
t hose phases until after the ERMS applications are
received and incorporated into the Title 5 permts.

The permt section will be responsible
for doing the baseline determnations. W wll have
to do that within 120 days of receipt. W plan on
doing that in two phases. W plan on doing the
initial screening once the application is received
to pick out any obvious inconsistencies between

that application and the previously submtted CAAPP
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1 application.

2 Then, we plan on conducting a nore

3 detailed review during that 120-day period to then

4 correlate the information in that baseline

5 determnation with the CAAPP application.

6 So, you see, we already have a very

7 good working base of know edge about these particular
8 sources because of the fact that the CAAPP

9 applications have al ready been submtted and the
10 ERMS application will have to either mrror the
11 CAAPP application or sonehow there will have to be
12 a merging of those two docunents.
13 So the same units that will be affected
14 by the Title 5 will also be covered by the ERVS
15 portion. So there wll be a marriage of those two
16 processes.
17 After we issue Title 5 permts and the
18 Title 5 permts will identify what ATUs are avail able 19

to the source, it will also identify what process

20 the source will use to determ ne their actual VOM

21 em ssions during the season.

22 That determ nation nmethod should be very 23
simlar to the determnation nethod they used to

24 establish their baseline determ nation. So there
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1 shouldn't be a difference between how you go about

2 historically to identify what your actual em ssions

3 were for your baseline determ nation and what you are
4 going to carry in the future into the permt as your
5 ongoing determ nation as those actual em ssions.

6 After the Title 5 permt is issued,

7 there will be nodifications to those permts.

8 Sources wll want to add new units, take out units,

9 and so the permt section will have an ongoi ng

10 responsibility to assure the Title 5 permt stays

11 current and the ERVS are nodified as appropriate.

12 | guess, finally, as we did in the

13 Title 5 program as far as getting initial outreach
14 and conpl eteness determ nati ons, we plan on having

15 very open comruni cation with the source.

16 As soon as we identify a problem

17 historically, we got on the phone and sought

18 additional information. W plan on carrying that

19 out into the future. W hope to have the actual ERVS 20

application forns available by July so people can

21 start on those as soon as possible.

22 W w il assist themas best we can in
23 filing those applications so that once they are

24 filed, it makes ny job easier as far as incorporating
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1 theminto the Title 5 permt.
2 That's all | have.
3 M5. SAWER: Thank you, M. Sutton.
4 The agency would like to call its next
5 wtness, David Kol az.
6 THE HEARI NG OFFI CER:  Wul d you swear in the
7 wtness, please?
8 (Wtness sworn.)
9 WHEREUPON:
10 DAVI D KOL AZ
11 called as a witness herein, having been first duly
12 sworn, deposeth and saith as foll ows:
13 MR. KOLAZ: M nanme is Dave Kolaz. |I'm
14 manager of the Bureau of Air in the Conpliance and
15 Assistance Managenent Section. | have a Bachelor's
16 of Science degree in aeronautical and astronauti cal
17 engineering and a master's of science degree in
18 environnental engineering. M bachelor's of science
19 degree is fromthe University of Illinois and ny
20 master's degree is from Southern Illinois
21 University.
22 |"ve been enployed by the Illinois EPA

23 since June of 1971 and 16 years of that tine has been 24

spent in the Air Mnitoring Programand the | ast four
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or five years in the Conpliance Program

My responsibility in the Conpliance and
Systens Managenent Section has been to devel op and
mai ntain the Bureau of Air's infornmation managenent
systens to maintain and eval uate the em ssions
information that we received from annual em ssion
reports and also to direct and nmanage the activities

that are associated with the air pollution and

© 00 N o o b~ w N Pk

conpl i ance program

[
o

| am here right now to provide a summary 11

—

of ny prefiled testinmony. | want to point out that

12 the purpose of ny testinony is to provide sone

13 insight into the inplenentation aspects of the ERVS
14 rules regarding both market operations and

15 performance accountability.

16 My intent isn't really to provide an
17 exhaustive and unaudi bl e bl ueprint of the entire

18 market operations or performance accountability

19 process, but to sinply illustrate certain concepts
20 and likely approaches for various conponents of

21 the rule. These market operations conponents include 22
ATU al l ot ments, market transactions and the ERVS

23 dat abase itself.

24 My description of the performance
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units without the 12 percent

13
14
15
16
17
18
19
20
As
22
23
24
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accountability aspects of the rule includes

conpl i ance accounting, excursion resolution

enforcenment, and market system eval uati on.

Now, regardi ng ATU al |l otnments, as has

been nentioned by the other people who have

testified, the baseline will be determ ned from data

that's provided in the ERMS application and both the

baseline and allotnent will be specified in the

CAAPP permt. | believe M. Sutton just spoke to

that affect.

The all otnment wil

| be issued to excluded 12

reduction. W are

pl anning on issuing -- making the first distribution

of ATUs by April 1, 1999. Each ATU will be uniquely

nunbered and that nunbering systemw || contain

withinitself a variety of information inportant

to tracking market operations.

ATUs will expire on Decenber 31st, two

years after issued, unless retired earlier through

em ssions reconciliation or by a special participant.

you heard recently, our plans are to make speci al

provi sions for ATUs held wthi

n the ACMA itself.

The first ATUs issued, therefore, wll expire at the

cl ose of business on Decenber

L. A REPORTI NG -
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The agency nmay issue ATUs to transaction
accounts for nultiple years, but in any circunstance,
multiple year transfer agreenents wll be permtted.

Foll ow ng the cl ose of the
reconciliation period on Decenber 31st, the agency
will review all accounts to ensure sufficient ATUs
are held for the prior season reconciliation.

Al so, expired ATUs will be transferred
to the ACVA for special access, if necessary, and
excursion conpensation notices will be issued as
necessary and a hei ghtened | evel of review of the
seasonal allotnent period reports will begin.

Now, regardi ng nmarket transactions,
sone points | want to illustrate is that account
officers may buy, sell, trade or transfer ATUs to
any other participant. W are going to require
t hat account officers fromboth the hol der and the
recei ver of ATUs nust authorize each transaction.

The agency wi |l have an accounts
adm nistrator that will then authorize a transaction
after its validity has been verified. W plan on
using both a debit and a credit entry systemto the
transaction database and this is a termwe' ve

referred to as double entry.
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Selling price information nust be
provided with each transaction. The buyer and
seller will assune all responsibility for resolving
conflicts involving obligations, financial or
ot herwi se, which arise fromexecution of a properly
aut hori zed transacti on.

ATUs obtained in transactions occurring

after Decenber 31st of each year cannot be used to

© 00 N o o b~ w N Pk

reconcile em ssions fromthe prior seasonal all otnent

[
o

period. Account officers will be able check

[ —
[ —

transacti on accounts at any tine.

=
N

| wanted to point out that if a

13 discrepancy is found, the account officer can request 14
the agency to take corrective action. Now, regarding 15 the
ERVS dat abase, this is a termwe have used to

16 broadly cover a variety of things that wll be part

17 of the market system

18 The ERMS dat abase will consi st of

19 nmultiple conponents which includes an el ectronic

20 bulletin board and transacti on account conponent.

21 The ERMS database will be desi gned and devel oped

22 under a contract to be awarded through an open and

23 conpetitive business process.

24 We plan on having a 24-hour electronic
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access with suitable security features in place to
ensure the integrity of the system The systemis
intended to have the | ook and feel of nodern banking
and mar ket systens in use today that many of you may
be already famliar with

We're anticipating that the ERVS
application conponent will be fully operational

by January 1, 1998, and that the transacti on account

© 00 N o o b~ w N Pk

portion will be fully tested and avail abl e by January
10 1, 1999. M prefiled testinmony |isted sone of 11

the requirenents that are expected to be in the 12

final design of the system

13 Now, concerni ng perfornmance

14 accountability, I want to tal k especially about the 15
conpliance accounting part. The rule specifies that 16
there will beconme a conpliance nmaster file that will 17
contain the seasonal conponent of the annual

18 emssions report, information supporting the

19 seasonal actual VOM determ nation, copies of al

20 ATU transfer agreenents, and purchase price data.

21 Compl i ance master file reviews are

22 expected to begin by the agency after the 1999

23 seasonal allotment period. The rule points out that 24

after the agency conducts a review of a conpliance
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master file, we are required to prepare a report of
our findings and provide this to the participant.

| want to point out regarding conpliance
accounting one aspect concerning our determ nation
of the likely participants in the ERVS program
We intend to use the -- VOM the volatile organic
material -- allowable [imt that are in the CAAPP
applications that have already been filed to identify
t hose sources requiring an ERMS application or an
exenption request.

Sour ces who have requested an annual
allowable imt of 15 tons per year or |less would
be exenpted fromthe program by virtue of the
certified CAAPP application that they have al ready
filed.

By February 1, 1998, this would be one
month after the January 1, 1998, ERMS application
deadl ine, the agency intends to notify sources
fromwhomit expected, but did not receive, an ERMS
appl i cation.

The excursion resolution process is the
next topic that I will cover. The reconciliation
period as described by the rule covers the tinme from

Cct ober 1st through Decenber 31st.
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The reconciliation reports wll be
reviewed for conpl eteness and fundanmental accuracy
upon recei pt by the agency. By fundanental accuracy,
what | nmean is that we intend on conducting a nuch
nore detailed review at a |later date, but that we
wi |l be checking certain conponents of the
reconciliation report to ensure again that the

met hod -- determ nation nmethod is proper and that

© 00 N o o b~ w N Pk

all the proper units have been accounted for.

[
o

W w il then issue an obligation equal

11 to the nunber of ATUs necessary to reconcile the past 12
season's VOM emi ssions and we will post those to the

13 participant's account.

14 After Decenmber 31st, excursion

15 conpensation notices will be issued to those

16 participants that do not hold sufficient ATUs

17 for the prior season.

18 These participants will be required to

19 conpensate for the access VOM em ssions by either

20 acquiring ATUs fromthe ACVA or by providing a

21 portion of their next season's allotnment to reconcile 22
t hose em ssi ons.

23 Now, enforcenent is a portion of the

24 rule that we intend on addressing very seriously
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1 and effectively. | want to point out that the rule
2 provides that sources will not be subject to

3 enforcenent action for violations of the ERMS rule
4 if they hold ATUs sufficient to cover their

5 em ssions.

6 Sources will be subject to enforcenent
7 for violations of state or federal regulations or

8 permt requirenents limting their em ssions or

9 establishing other requirenents such as record

10 keeping or reporting. In other words, the existing
11 obligations that conpanies have to date will still be 12
enf or ced.

13 Now, the last point is market system

14 evaluation. The rule provides for annual performance 15
reviewwith the first report due by May 15th of the

16 year 2000. We feel this is an extrenely inportant

17 and val uable part of the rule. The annual review,

18 which is described in nore detail in the rule, is

19 intended to include various conponents which

20 collectively will contribute to a full understanding

21 of the workings and the inpact of the ERMS rule.

22 It wll help us to nake an assessnent of its

23 effectiveness.

24 Wth that, that concludes the sumary of
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my prefiled testinony. Thank you.

M5. SAWER: At this t

imte | would like

to mark Donald Sutton and Dave Kol az's testinony as

exhibits. This is their pref
THE HEARI NG OFFI CER

iled witten testinony.

"1l be marking the

testinony of Donald Sutton, dated January 2, 1997,

as Exhibit No. 33.

(Docunent nmar ked as

Hearing Exhibit No. 33 for

identification, 2/3/97.)

THE HEARI NG OFFI CER

Are there any objections 12

having this entered into the record?

Seeing none, that's entered into the

record, Donal d Sutton's test

1997, as Exhibit 33.

i rony dated January 2,

| am now mar ki ng as Exhibit 34 the

testi nony of David Kol az, whi
1997.

ch is dated January 2,

(Docunent nmar ked as

Hearing Exhibit No. 34 for

identification, 2/3/97.)

THE HEARI NG OFFI CER

entering the testinony of M.

Are there any objections 23

Kol az?

Seeing none, that will be entered into

L. A REPORTI NG -
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the record as Exhibit 34, the testinony of David
Kol az dated January 2, 1997.
M5. SAWER: Just as a quick matter, |
t hought you entered M. Romaine's testinony as two
exhibits. You just nmade it one?
THE HEARI NG OFFICER: It was 32-A and 32-B.
M5. SAWER: Oh, okay. Thank you,
M. Kol az.
At this point the agency would like to
call its next witness, Gale New on.
THE HEARI NG OFFI CER:  Wul d you swear in the
W t ness, please?
(Wtness sworn.)
VWHEREUPON:
GALE NEWT ON,
called as a witness herein, having been first duly
sworn, deposeth and saith as foll ows:
M5. SAWER: Pl ease proceed, M. Newt on.
Can you tell us a little bit about your background?
MR. NEWTON: Ckay. M nane is Gal e New on.
" man environnmental policy analyst with the | EPA
in the Ofice of Environnental Policy.
| have a bachelor's and master's degree

in environmental science.

L. A REPORTING - (312) 419-9292
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1 | submtted two short pieces of

2 testinony. One was about vehicle scrappage as it

3 would be a possible inter-sector transaction that

4 could be made through the regul atory base part of the

5 ERMS proposal .

6 My ot her short piece of testinony was

7 about account officer training. It is required under

8 the rule.

9 My testinony explains the rationale for

10 their requiring training and when we plan to conduct

11 the training and a little bit about what we intend to 12
i nclude in the training.

13 M5. SAWER:  Thank you, M. Newton. That

14 concl udes his testinony.

15 At this point | would like to nove

16 M. Newton's prefiled witten testinony into

17 evidence.

18 THE HEARI NG OFFI CER: " m mar ki ng as Exhi bit

19 No. 35 the testinony of Gale Newton, dated January 2, 20

1997.

21 (Docunent nmar ked as

22 Heari ng Exhi bit

23 No. 35 for

24 identification, 2/3/97.)
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THE HEARI NG OFFI CER:  Just so there is
clarification for the record, | believe M. Newon
tal ked about submtting two different testinonies
as actually just applying different sections within
the piece of testinony he submtted.

M5. SAWER:  Ckay. The agency would like to
call its next wtness.

THE HEARI NG OFFICER: If there are no
objections, | will admt this into the record.

M5. SAWWER: Ch, |I'msorry.

THE HEARI NG OFFI CER: Seei ng none, the
testinony of M. Gale Newton, which is Exhibit No.
35, dated January 2, 1997, will be admtted into the
record.

M5. SAWER At this point, the agency woul d
like to call Roger Kanerva. Just to clarify
sonething, earlier, M. Kanerva testified on an
overview of the rule. The testinony M. Kanerva
will be presenting today is specific to the
al ternative conpliance market account.

THE HEARI NG OFFI CER: At the concl usi on of
M. Kanerva's testinony, he will provide testinony
as to errata sheet nunber one?

M5. SAWER: At sone point during his

L. A REPORTING - (312) 419-9292
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1 testinony, yes.

2 THE HEARI NG OFFI CER:  You can swear in the

3 wtness, please.

4 (Wtness sworn.)

5 WHEREUPON:

6 ROGER KANERVA,

7 called as a wtness herein, having been first duly

8 sworn, deposeth and saith as foll ows:

9 MR, KANERVA: | gave an expl anation of ny
10 background and involvenent with the agency the first
11 time | testified. | assunme there is no need to
12 repeat that?

13 THE HEARI NG OFFI CER.  No.

14 MR. KANERVA: Good. As | nmentioned in

15 presenting the general |ayout for the system one

16 of the things that | was going to go into in nore

17 detail and which | have prepared testinony on is

18 the alternative conpliance market account.

19 That account was devel oped as a response 20

to some current concerns on the part of potential

21 participating sources about perhaps or having trouble 22
getting access to allotnent trading units at

23 particular points in the operation of the nmarket.

24 | guess our feeling was that that

L. A REPORTING - (312) 419-9292
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woul dn't necessarily be a problem but we woul d
design some kind of a safety net that people could
use if they find that they have trouble getting
the trading units fromthe market.

The alternative account is supported
by a one percent set aside fromeach year's all ot nent
that then becomes available during the reconciliation
period each year -- i.e., from Cctober 1st to
Decenber 31st -- for sources to conme to the agency
and take advantage of the trading units that are
available in that account.

There is an explanation in the
testinmony, and | suspect in the question and answer
process, we will get into nore expl anation of
exactly sone of the rationale behind how the pricing
provi sions are set up, but essentially, the ACMA is
supposed to be a secondary source of supply. It is
not supposed to be conpeting with the market itself.

We canme up with the rationale for
setting the purchase price at the upper end of the
expected control cost that people were going to be
experiencing as we proceed with these em ssion
reducti ons.

Again, just for clarification for

L. A REPORTING - (312) 419-9292
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people, | would ask to keep in mnd that it's the
control cost structure, not sonme representation of
mar ket conditions that was the basis for picking

t he $1, 000 percent ATU.

It really came fromdata that was
avai l abl e fromour |ast round of RACT rul emaki ngs
where the upper end of control costs was in the
vicinity of $7,000 a ton.

O course, this programis going into
pl ace in 1999, several years hence. By the tine you
sort of round that up to account for the additional
time period, we really felt that $10,000 per ton was
a good figure to use.

We actually added the market price --
the average market price alternative in response to
coments that we got from one of the business
groups. W can describe this in nore detail later

We're referring to this as an anmendnent ??

M5. SAWER  An errata.

MR. KANERVA: The errata change relating to
the alternative account is really designed to not
wi nd up penalizing the participating sources for
t heir annual one percent contribution to the

account.
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The idea is to have what's contri buted
to that account avail able for people to use |ater
on if the need should be there and if three years
down the road is when the need occurs, then, the
contributions in the account that have reached that
t wo-year age, the way it is now, would have been
| ost and not even available to use which is, in our
view, really kind of a penalty situation

So this | anguage puts back in what was,
in fact, the | anguage on Page 4 of this. It puts
back in a provision that was in the fourth draft
that we distributed to everybody of the rules as
we were developing it and essentially keeps the
time clock -- stops the tine clock while the ATUs
are still part of ACMA, but as soon as sonebody
accesses it, and they are issued out to sonmebody or
t hey are purchased by sonebody, then, the two-year
l[ifetime would start so that a source woul d have
the tine frame -- the regular tine frame to use it.

One other thing I want to clarify in
the testinony, and this is just to nmake sure the
record is clear, the provision regarding the split
i n purchase between new sources, new participating

sources, and existing sources needs clarification

L. A REPORTING - (312) 419-9292

499



© 00 N o o b~ w N Pk

[ Y S S =
a A W N B+ O

but
17
18
19
20
21
22
23
24

500

in ternms of how | presented the testinony.

The rule actually has a split-up unti
2002 where only 30 percent of the bal ance of the
ACMVA is accessible unless all other participating --
exi sting participating sources don't access the
account and then it can go up to 50 percent.

After 2002, there is no split. Any
source, new or existing, can access whatever anount
they are after.

My testinony had indicated that they --
there was a 30 percent |imt until 2002 and then 50
percent limt after that, which was an earlier
version. So | did a disconnect. The current one
woul d have no split like that after 2002.

| have al ready prepared an exanpl e here,
| think we can wait for the questioning process.

An exanple that | think will show how all of these
access procedures work rather than just go through a
word expl anation again, it was obvious fromthe
guestions that we kind of needed to go through a

set of nunmbers and see how the process of starting
off wiwth regular access and then going to speci al
access and how that would affect each of the seasons

i nvol ved woul d probably be a nore clear way to do

L. A REPORTING - (312) 419-9292
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So during the question period, | wll
present that exanple and we can have nore di scussion
of that. | think we will answer a nunber of
gquestions that various people have about exactly
how does the one percent work and when does it apply,
et cetera.

That's it.

M5. SAWER: Thank you, M. Kanerva.
THE HEARI NG OFFICER: Is it possible,

M. Kanerva, for you to go to Page 8 of your prefiled 12

testinony and tell us exactly what you want taken out 13 that

reflects the wong information?

14
15
16
17
18
19
20
21
22
23
24

MR. KANERVA: Yes. On Page 7 and conti nuing
on 8, Subsection G that's the provision that was --
that | did not explain correctly in the witten
testinmony that | have re-expl ai ned now.

THE HEARI NG OFFI CER: Ckay.

M5. SAWER: At this point | would like to
nmove M. Kanerva's prefiled witten testinony into
evi dence.

THE HEARI NG OFFI CER: " m mar ki ng as Exhi bit
No. 36, M. Kanerva's prefiled testinony dated
January 2, 1997.

L. A REPORTING - (312) 419-9292
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Hearing Exhibit No. 36 for

IS presenting today.

kay. Let's go off the 13

OW ng proceedi ngs were

| think we are going

afternoon, | want to

1 (Docunent nmar ked as

2

3 identification, 2/3/97.)

4 THE HEARI NG OFFI CER: Are there any objections
5 if that is entered into the record?

6 Seeing none, we wll enter that into the
7 record as Exhibit 36, which is the testinony of Roger
8 Kanerva dated January 2, 1997.

9 M5. SAWER: At this point that concl udes

10 the witnesses that the agency

11 1 don't know if you want to take a break or what.

12 THE HEARI NG OFFI CER

record.

14 (Wher eupon, after a short

15 break was had, the

16 foll

17 hel d accordingly.)

18 THE HEARI NG OFFI CER

19 to go back on the record.
20 As we start this
21 explain alittle bit what we are going to try
22 to do. W are going to try to go through
23 section-by-section of the proposal and have those
24 prefiled questions which address those sections

L. A REPORTI NG -
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asked.
Sone of the participants filed their questions in
t hat manner.

They set what section they are for. W
will go through those. Hopefully, we will ask those
and for those who didn't organize their filings that
way, they will ask their questions as it pertains to
t hat secti on.

So let's have a little work on both
parts of the groups here. The prefiled questions,
people will have to keep up, and try to organize
their stuff as we go. Obviously, we wll always
al l ow questions to be asked if they get m ssed.

The reason | like doing this, and |
think the board has slowy adopted the sane process,
is to keep all of those questions for a particular
section one part of the record so that we don't
have on Page 1, a question on 110, and then on Page
300, another question on 110.

So wth that connotation, | wll
attenpt -- | have put sone people's questions
together in sections and I wll acknow edge as we
go through this, what I would like to do is if

they can, get the prefiled questions out and when

L. A REPORTING - (312) 419-9292
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| acknow edge the first question, which | see is
on Section 205.110(c) by the coalition, Section 3
of their prefiled testinony fromthe first
prefiling.

Now, | think one question is w thdrawn
and one question was al ready asked in the previous
heari ng, however, but that's how!l wll try to
acknowl edge it if you could state that on page
such-and-such in ny prefiling section, such-and-such
guestion nunber, that will help us and help the
agency know whi ch question is being asked and they
can respond.

M5. MHELIC. W also have a revised
version -- we already gave it to the agency -- of
t he questions and we kind of took out questions we
asked.

THE HEARI NG OFFICER:  As we go along --

M5. MHELIC. W have copies if anybody wants
them So we will put themthere. That may make it
easier to foll ow al ong.

THE HEARI NG OFFI CER:  Ckay. Wiy don't you get 22

t hose copies out. As we go along, could you tell us

23

you wi thdrew that question or revised it or sonething 24

like that?

L. A REPORTING - (312) 419-9292
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MS. M HELI C Right. Do you want us to just
ask 205.110(c) first? W have one question that we
are going to put back on the record.

THE HEARI NG OFFI CER: The one with the A?

MB. MHELIC  A(1l).

THE HEARI NG OFFI CER: Ckay. Wit a mnute.
Of the record.

(Wher eupon, a di scussion
was had off the record.)

THE HEARI NG OFFICER: W will start out with
the coalition's questions.

M5. MHELIC. Menbers of the coalition net
with the agency |last week and that's -- that has
caused us to revise sone of our questions based
upon that neeting. | just think | want to state
for the record, and I think Ms. Sawer w || agree,

t hat section nunber one, "Traditional Forns of
Regul atory Relief", A, the agency and the coalition
have agreed those are to be answered by witten
responses by the agency rather than addressed during
t he hearing.

There may be ot her questions that we
have asked throughout, but that's going to be the

responses, | believe, that are going to be answered
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inwiting rather than at this hearing based upon
the fact that sonme of them are questions that were
asked.

So starting with Section IIl, A, 1.
| believe we did withdraw this question previously,
but we would like to put it back into the record
with the slightly revised question being howis
t he agency and the board able to conply with the
requi renent of Section 9.8(c) of the act, that they
take into account the findings of the national ozone
transport assessnent bei ng coordi nated by the
Envi ronnmental Council of States when this counci
has neither published nor conpleted these findings?

M5. SAWER: |'mlost. Wich one are you on?

M5. M HELI C I, A, 1., Page 7 -- Page 6
Sorry. Page 7 since she's got a different version.
Page 7 is your version.

M5. SAWER  Ckay. Well, first of all, I
woul d i ke to suggest that that question has been
asked and that we answered it.

MS. McFAVN: And this would be Question |11
A, 1.7

M5. SAWER: Yes.

M5. McFAWN: | show that that was w thdrawn.

L. A REPORTING - (312) 419-9292
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1 Perhaps M. Forbes said sonething about it? |Is that
2 what you are referring to?

3 M5. SAWER: Well, we answered that question,
4 maybe not specifically in response to her's, but we
5 have been over that in detail. W answered numnerous
6 questions on it.

7 M5. McFAWN: That's possibly why they w thdrew
8 it originally?

9 M5. MHELIC. This specific question was not
10 specifically -- I don't recall being specifically

11 addressed and | have reviewed sonme of the transcript
12 fromthe last hearings and this specific question

13 was not addressed.

14 M5. SAWER  Ckay.

15 MR MATHUR | think I'll answer the

16 question.

17 M5. M HELIC. Thank you.

18 MR, MATHUR: As | indicated in ny testinony
19 and in answer to a previous question, the current
20 level of reductions that the agency is seeking via
21 the ERVM5S rule is not a level of reduction ained at

22 attainnent of the ozone standard. Therefore, at this 23
time, it is not necessary in the wake of the results

24 of the OTAG process.
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The OTAG process wll becone an issue
when the agency is seeking sufficient reductions
that will be necessary to show attai nnent.

The ot her aspect of ny testinony that
| would like to remnd you is in going through
a base air quality presentation, I was trying to nake
the point that even wth the best reduction, that we
woul d find potentially avail able the background ozone
concentration as a result of reductions that are
likely to cone out of the OTAG process, that we
woul d need to seek enough reductions in VOC in
Chi cago, satisfy the ROP requirenent through 2002.
Wth this process, we are only seeking reductions
at the noment through 1999.

M5. M HELI C That's the only question that
| have to that specific section

THE HEARI NG OFFI CER: Are there any ot her
guestions that would pertain to Section 110(c)?

M. Newconb, | see you have a question
in 9.8 of the act. Does that fall into this section
al so?

MR. NEWCOVB: That does fall into this
section. There are two questions on that that |

have. These may have been partially answered by
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1 prior testinony where there have been questions

2 asked and answer ed.

3 However, to be certain that they were

4 asked and answered, ny questions are why are point

5 sources the only sources upon which the proposed

6 ERMS regul ations inposed nmandatory requirenents?

7 M5. SAWER  Could you -- which page are you
8 referring to?

9 THE HEARI NG OFFI CER: Page 1, Question 1 of
10 the January filing.

11 M5. SAWER: Page 1, Question 17

12 THE HEARI NG OFFI CER: Yes.

13 MR, NEWCOVB: This is in ny prefiled 14

gquestions, the very first question.

15 MR, FORBES: | will answer that question.

16 The ERVS rule is a specific rule

17 intended for reducing stationary source em ssions. 18
The mar ket - based aspects of the rule are intended 19 to
provide nore flexibility to stationary sources 20 in
meeting reduction requirenents of the rule.

21 Q her rul es have been proposed to

22 reduce em ssions fromarea and the nobile source
23 sectors such as the agency's proposed col d cl eani ng

24 degreaser regulations for area sources
and federal L. A. REPORTI NG - (312) 419-9292
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of f-road engi ne standards for nobile sources.

These rules will inpact the sources
in these sectors just as the ERVS rul e i npacts
stationary sources. Only the market-based provisions
of ERVMS is incorporated into the regulatory program
of ERMS, not into the other prograns.

MR. NEWCOVB: The second question was has
t he agency conducted an anal ysis of whether the
statutory obligations inposed upon the agency by
Section 9.8(c)(3) of the act have been satisfied
where the agency has inposed obligations only on
one of the three major categories of sources set
forth in the statute?

MR FORBES: Yes.

MR. NEWCOVB: May | sort of deviate if there
is a fol |l ow up?

THE HEARI NG OFFI CER: Coul d you expl ain the
answer yes? | wll allowthat.

MR. FORBES: The agency does not interpret
Section 9.8(c)(3) to require the em ssions -- the
em ssions trading rule to include reduction
requirenents for all three sectors, that is, point
area and nmobile in the trading rule.

As we see it, the agency interprets that

L. A REPORTING - (312) 419-9292
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provi sions of the act requires that the rule assure
t hat sources subject to ERVS are not required to
reduce beyond their proportionate shares of
reductions required for each sector in achieving
attai nment.

The agency is seeking further reductions
fromarea sources through its proposed col d cl eaning
degreasing rule and its reliance on federal off-road
and on-road engi ne standards to achi eve nobil e source
reducti ons.

The agency staff has already testified
as to what these shares are and as to what the
reductions fromthese control prograns provide to
t he degree possible. Proportional reduction shares
are consistent with the intent of Section 9.8(c)(3).

MR. NEWCOWVB: Wiy has the agency chosen to
al l ow sources other than point sources to
participants, then, on only a voluntary basis?

MR. FORBES: The proposed ERMS rule is
a rule regulating em ssions from stationary sources,
separate regul ations that apply to area nobile
sources which they nmust conply with and which
stationary sources are not required to conply wth.

To the extent that npbile and area
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sources over-conply with their own specific
regul ati ons, we have allowed that they may
participate in the ERVS programto assist stationary
sources in conplying with their ERMS requirenents.

MR. NEWCOVB: In the event the OTAG study
concludes that Clean Air Act Permtting Program
sources, the CAAPP sources, is outside of the Chicago
nonattai nnent area significantly contributes to ozone
within the nonattai nment area, does the agency expect
to expand the scope of ERMS to require participation
from addi ti onal sources outside the nonattai nnent
area?

M5. SAWWER: |'mgoing to object to that
question. It requires a great deal of specul ation
on what we are going to do. W have al ready
testified we are awaiting our -- certain nodeling
results before we make our final attainnment
assessnent .

THE HEARI NG OFFI CER: M. Newconb, do you
wi t hdraw t hat question or --

MR. NEWCOVB: What's that?

THE HEARI NG OFFI CER: WIIl you wthdraw the
gquestion?

MR. NEWCOVB: Yes. | don't have an objection

L. A REPORTING - (312) 419-9292
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to withdrawi ng that specific question.

THE HEARI NG OFFI CER: Shoul d we go back,
then, to 110(d) for the coalition or have you
w t hdrawn those questions?

M5. M HELI C: No. We have w thdrawn those
guestions, but after neeting with the agency, we are
requesting that we be able to ask them and have them

answer those questions, which were previously

© 00 N o o b~ w N Pk

wi t hdrawn, which were, | believe, one, four, five,

[
o

si X, seven or -- yes, seven and eight.

11 We had al ready asked a couple of the 12
gquestions, specifically, Questions 2, 3 and 8.

13 It was eight, | think, in the prefiled questions. 14
| would i ke to go forward and ask questions that 15 we
have withdrawn at this tine.

16 Under B., 1., it's under the sane

17 page that we previously asked the questions on C. 18
What does proportionate share nmean in Section

19 205.110(d)?

20 M5. SAWER: W just answered that question 21
in response to M. Newconb's questi on.

22 M5. MHELIC. | don't believe you answered 23
what the term proportionate share neans.

24 M5. SAWER: | think we did. Let nme find

L. A REPORTING - (312) 419-9292



© 00 N o o b~ w N Pk

N NN NN R R R R R R R R R
A W N P O O 00 N O O B W N +—» O

514

the answer. Specifically, we said -- in response
to M. Newconb's question -- the agency interprets
that provision of the act to require that the rule
assure that sources subject to the ERVS are not
required to reduce beyond their proportionate share
of reductions required of each sector in achieving
attai nment.

M5. MHELIC. Rght. And I'mtrying to figure
out what the term proportionate share neans.

M5. SAWER  Well, if you' re going beyond
that, I'mnot exactly sure what you are getting at.
| think we just described what we think that neans.

M5. MHELIC. |I'mnot asking what the actua
statute says. |I'mjust trying to find out what the
term proportionate neans.

M5. SAWWER: Are you | ooking for the
numerical --

M5. MHELIC. W asked later what is the
actual proportionate share of three tons of em ssion
for nmobile and area source is.

THE HEARI NG OFFI CER: How does the -- |et

MS. M HELI C. Is it defined anywhere?

|s the term proportionate share defined?

L. A REPORTING - (312) 419-9292
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M5. SAWER:  No.

THE HEARI NG OFFI CER: What is the agency's
interpretation of a proportionate share as used
in the act? This is the question that --

M5. SAWER  Well, we did answer this question
|ast tinme on the record and in response to numerous
questions fromM. Mhelic and | think it's on
page -- if you refer to the transcript around Page
160 sonet hi ng.

M5. MHELIC. |I'mnot trying to find out how
the determ nation was made. | actually want to know
what - -

M5. SAWER  Can | suggest --

THE HEARI NG OFFI CER: One person at a tine.

M5. MHELIC. |I'mtrying to find out what
the actual term proportionate share neans. |It's
not defined in the statute. It's not defined in
the regulations. | want to know what the term
proportionate share neans and what the agency is --
how t he agency interprets that -- those two words.

M5. SAWER: There is no definition provided. 22

woul d suggest that she is requesting a | egal

interpretation.

We coul d answer -- you know, we could
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clarify our answer that we have already given to
this question in our witten comments.

MS. McFAWN: Can | just ask why don't you go
on to the second part of her question, does it
reflect one-third fromstationary, area, and nobile
sources? Maybe that will help clear up the record
on how you are using this term

MR. FORBES: The answer is no.

M5. M HELI C. As a foll owup question,
does it reflect one-third reduction from 1990
em ssions fromstationary, area, and nobile sources
respectivel y?

MR. FORBES: The answer is no. W don't
think that one-third reductions are what is
i ntended by that section of the legislation in
t he act.

M5. M HELI C. VWhat are the em ssions --
| ooki ng at what was question five previously,
what are the em ssion reductions in terns of
tons per season required of nobile and area
sources from 1996 to 1999? |Is that set forth
in the exhibit?

M5. SAWER: It's set forth in the exhibit and 24

answered it before. |If you |look at page -- it
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1 starts at around Page 159 of the transcript and it

2 goes on to Page 163 or 164. | think it goes even

3 beyond that.

4 M5. M HELI C Page 159?

5 MS. SAWER: We start tal king about questions
6 on proportionate share.

7 M5. M HELI C l"mtrying to tell -- there

8 were percentages that were given that we tal ked about
9 during the last hearing. |I'mtrying to find out what
10 the actual amount in tons of emssions is for nobile
11 sources or area sources.

12 MS. SAWER: VWll, that is sonmething that you 13

could look at on the table and it denpnstrates that.
14 THE HEARI NG OFFI CER: Let's go off the record

15 for a second.

16 (Wher eupon, a di scussion
17 was had off the record.)
18 M5. MHELIC. COkay. Starting fromthe

19 beginning of our prefiled questions, Section I, A,

20 we net with the agency | ast week and agreed that

21 these could be answered by witten coments because

22 they are |legal questions. So we have at this point

23 agreed not to ask themduring the hearing, Section |, 24

A
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Section |, B., we have already asked
and those questions have been answer ed.
Section Il, | believe --

MR. ROSEN: |"msorry to interrupt. At what
date does the agency intend to provide a witten
answer to the |egal questions?

M5. SAWER: It was our intention after --
we were hoping to do it after the conclusion of this
set of hearings, but prior to the tinme that the other
heari ngs were hel d.

MR ROSEN: Ckay.

M5. McFAVWN: You nean the March hearings?

M5. SAWER: Yes, whenever the next dates
are set up.

M5. McFAVWN: You don't nean you'll have the
guestions answered by next week?

M5. SAWER: That wasn't our intention
initially. W had just tal ked about doing it prior
to the next set of hearings where other people were
going to be allowed to testify and stuff |ike that.

MS. ROSEN: Gven that, will an opportunity
be made for additional -- | don't know -- requiring
themto answer additional questions if there are

foll owup questions to | egal conclusions that may be

L. A REPORTING - (312) 419-9292



© 00 N o o b~ w N Pk

N NN NN R R R R R R R R R
A W N P O O 00 N O O B W N +—» O

519

provi ded?

M5. SAWER: That really wasn't our
intention. | nean, we were just going to give our
answers to those questions essentially in witing.

M5. ROSEN: Well, | will kind of nmake the
sane objection that was nmade earlier as to whether
or not that will be sufficient for an effective
cross-examnation if we find that the answers either
rai se additional issues or don't fully answer the
questi on.

THE HEARI NG OFFI CER: Well, at sone point
in the hearing process, we're going to have to stop.
In all hearing processes, there are going to be
guestions | eft unasked unfortunately and that's
where public comments and other filings can cone
in.

| think at this point we are going to
go through and we are going to defer the question.
W will try to cone up with atime -- | don't think
we w il be done the 10th or 11th either. | think
there will be another day of the agency testifying.
| think that with another day, hopefully, the agency
w Il be able to have those questions answer ed.

Hopeful ly, at that point, if there are
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sone additional -- that wll

cannot conti nue to have heari

be the last point. W

ngs because of the

guestioni ng because there are always going to be

guestions com ng up. Even at

the close of this,

there are going to be questions com ng up.

| would like to

start with those

prefiled questions and get through as many prefiled

guestions as we can and deal

gquestions at a later tine.

with the deferred

So Ms. Mhelic can start her prefiled

520

questions fromthe prefiled questions that were filed 12

the mddl e of January.

M5. M HELI C Section Il is regarding the

econom ¢ i npact anal ysis.

don't believe this is

an appropriate tine to ask those questions.

We have al so significantly revised

t hose questions based on the neeting with the agency

| ast week. | guess at this t
make a noti on we woul d be al

revi sed questions based upon

imte | would like to
owed to resubmt these

that neeting to the

board we have them w th us today.

| think it would nmake it sinpler.

The agency has agreed to allow it and we have reached 24

agreenent that we could revise them They
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1 clarified a |lot of the questions previously asked.

2 MS. McFAWN: Do you think a good tine to

3 ask these questions woul d be when you hear fromtheir
4 econom c experts?

5 THE HEARI NG OFFI CER: Go ahead and put it in
6 a notion.

7 MS. M HELI C Wul d you like for us to make a
8 formal witten notion?

9 THE HEARI NG OFFI CER: Make a witten notion.
10 M5. MHELIC Ckay. You'll have that

11 tonorrow.

12 In Section I, we've asked sone and

13 have deferred others.

14 MS. McFAWN: Ms. Mhelic, before you go on

15 can | just get a point of clarification?

16 M5. MHELIC  Sure.

17 M5. McFAWN:.  These revised questions that you
18 have for this Section Il, are those reflected in this 19

docunent that you have?

20 M5. M HELI C That | have passed out today,
21 yes.
22 M5. McFAWN:  Ckay. Just be mndful that the

23 the board does not have a copy of that docunent --

24 M5. MHELIC. Okay. | apologize for that.
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MS. McFAWN. -- but the rest of you do. So
you wi Il have them presumably in tine to prepare for
next week's neeting.

M5. MHELIC Okay. And we will submt
additional copies. W wll bring copies tonorrow and
submt nine copies to the board.

M5. McFAWN:  Thank you.

M5. MHELIC. Going on to Section |V, then
whi ch we tal k about definitions, Section 205.130,
Definitions, Best Avail able Technol ogy. Question A, 11

i s the maxi mnum degree of reduction or what is
maxi mum degree of reduction?

MR. ROVAI NE: Presumably, the nmaxi mum degree
of reduction is 100 percent. Wat it's really
referring to is the maxi mum degree of reduction that
i s achi evabl e.

As qualified with the concept of
achi evabl e, the technical feasibility and econom c
i npact of -- nust be considered to determ ne whet her
a particular very stringent |evel of reduction is,
in fact, achievable for a particular unit. So it's
achievabilty that is the key thing here.

M5. M HELI C. Okay. So you have answered

in that -- by that answer al so Question B., which
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1 was -- is the technical feasibility of installing BAT
2 at existing operations a factor the agency nust

3 consider nmaking a case-by-case determ nation of BAT?
4

5 Based upon your previous answer of yes,
6 it wll be considered technical feasibility?

7 M5. SAWWER: | think we would like to clarify
8 that further.

9 MR. ROMAI NE: Assum ng technical feasibility
10 is considered when nmaki ng a BAT determ nati on,

11 technical feasibility goes to general engineering

12 principals. It may not be sonething that focuses

13 on whether a particular control neasure is feasible
14 for that particular unit? So it may not address the
15 retrofit issues, which is what | think you were

16 focusing in on. The retrofit issues, though, would
17 be addressed as part of the econom c inpact analysis. 18
So you have a technology or control nmethod that is

19 generally considered feasibility and that has been
20 wused el sewhere. There are no fundanental flaws in
21 applying it, but then you would have to go to that

22 next step and ask because of this particular em ssion 23
unit, is it an econom cally viable approach given

24 additional costs that m ght be necessary to apply it
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to the particular em ssion unit.

M5. MHELIC. How will the agency factor in
the econom c i npact conponent in a BAT determ nation?
This is elaborating on your previous answer, |
guess.

MR. ROVAINE: Well, elaborating on ny
testinony or maybe summarizing ny testinony, we
woul d consi der the capital and operating costs
of particular control nmeasures to evaluate the
econoni ¢ i npact.

M5. MHELIC. In determining an em ssion |level 12

is achievable, is the agency or will the agency
consi der the application of production

processes at -- we're withdrawing -- this is D and
there are several subparts. W are wthdraw ng D
1., because that has been answered.

But are you going to consider simlar
units of the same type of sources in the Chicagol and
area?

MR. ROMAINE: Well, when you are | ooking at
ot her sources, you are not making a determ nation
of BAT for those sources, but you are asking are

those simlar sources that you woul d have to be aware 24

of potentially to make the BAT determ nation for the

L. A REPORTING - (312) 419-9292



© 00 N o o b~ w N Pk

[ S T
w N - O

14

source of the em ssion unit in

to | ook at

525

guesti on.

In general, the answer is yes, you have

other simlar units

and |''m not prepared

at that point to put alimtation onit. | would say

yes to two

other sim|

t hrough seven
At the sane tine,

ar em ssion units,

t his eval uati on of

we are not | ooking for

a necessarily conprehensive or exhaustive search for

every conceivable or simlar em ssion unit.

We sort of expect

from our experience

of doing best avail able control determ nations under

PSD that there are certain areas that you | ook at,

certain well-known precedence that you | ook at to go

to the RACT, BACT, LAER cl earinghouse to | ook, and at

sone point you have | ooked at enough units and you

16
17
18
19
20
21
22
23
24

cone to a general conclusion n

0, nobody is doing

anything better. Then, you nove on to the next part

of the anal yti cal

t echnol ogy.
IVB.

dissimlar

VR.
to | ook at
t here that

M HELI C. Question
sources in the Chic
ROVAI NE: Well, as

t hose. If there is

eval uati on of best avail abl e

3, simlar units at
agol and area?
| said, you may have

sone key source out

has a very good control that we know of,
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1 that woul d have to be consi dered.

2 M5. MHELIC. | believe four has been

3 answered. You would be looking at it throughout

4 1llinois and not just in the Chicagol and area?

5 MR. ROMAINE: That is certainly correct.

6 M5. MHELIC. Again, dissimlar sources

7 throughout Illinois and not just in the Chicagol and
8 area?

9 MR. ROMAINE: That's right.
10 M5. MHELIC. And simlar units at the sanme
11 type of sources in all the 50 states?
12 MR, ROVAINE: | wouldn't necessarily say in -13

again, in each of the 50 states, we would be | ooking

14 for the obvious precedence where they are likely to
15 be, simlar units, where those simlar units are nost 16
likely to have very good controls.

17 In general, if we're tal ki ng about VOC
18 the state we usually talk about is California, the
19 jurisdiction we usually talk about is Los Angel es.
20 M5. MHELIC. And then that answers seven

21 also, which talks about simlar units at dissimlar
22 sources in the 50 states.

23 Going on to E., howis BAT different
24 than LAER?
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1 MR. ROMAINE: Well, the | owest achievable

2 emssionrateis -- as | said, a very stringent

3 emssionlimt is the | owest achi evabl e em ssion

4 rate.

5 That is determ ned | ooking at a class

6 or a category of source. The | owest achievable

7 emssionrate allows for very limted consideration

8 of econom cs.

9 As a result, LAER, or the determ nation
10 of the | owest achievable em ssion rate, could result
11 in a finding that may, in fact, be prohibited. It
12 is particularly expensive as applied to the project
13 under review.

14 M5. MHELIC. Al right. And you' re saying
15 under BAT, you woul d consi der whether it was

16 prohibitively expensive in determ ning that what they 17
had was BAT or not where you could not meke that

18 determ nation under LAER?

19 You woul d be forced to |l ook at really

20 what was achi evabl e and not necessarily the econom cs 21
under LAER, but you coul d under BAT?

22 MR. ROMAINE: | just covered a |ot of ground.

23 Certainly, econom cs can be considered on a

24 case-by-case basis on a best avail able technol ogy
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determ nation

M5. MHELIC. How is BAT different than MACT?

MR ROVAI NE: Ckay. BAT applies to VOM
em ssions. MACT is determned by U S. EPA through
a rulemaking for a category of em ssion units. BAT
is determ ned on a case-by-case basis for particul ar
em ssion units by the Illinois EPA wth opportunity
for board review MACT requires a mninumlevel of
stringency | ooking at the sources that are in the
category. There is a concept of a ceiling for MACT
determ nations. There is no such concept present
for BAT.

M5. MHELIC. How is BAT different than BACT?
| guess qualifying ny answer, BACT applying to new
sources and BAT applying to existing sources, how
else would it be different?

MR, ROVAINE: Well, | think that's the major
di fference that the BAT definition specifically
i ndi cates that you have to do an eval uation of the
control processes or the production processes and

control nethods that are already applied to the

em ssi ons.
M5. MHELIC. 1'mjust asking a follow up
question. |If you had to determ ne what was the

L. A REPORTING - (312) 419-9292



529

nost stringent |evel of control to the |east
stringent under LAER, MACT, BACT and BAT, where
woul d BAT fall?

MR ROMAINE: | would -- it would be --
again, in sone cases these distinctions get
conpressed, so it turns out there is no difference.
But if there is a situation where there is a nice

range, you put the LAER at this end (indicating)

© 00 N o o b~ w N Pk

and you probably have BACT and then you have BAT.

[
o

M5. MHELIC. Okay. |Is the agency required

[ —
[ —

to look at a m ni mum nunber of units with the

=
N

best control of VOM em ssions when nmeki ng a BAT

13 determnation as required when U S. EPA is devel opi ng 14
a MACT or BACT standard? That's question H

15 MR. ROMAINE: Well, the answer is -- first, to 16
clarify, that there was no requirenent to | ook at any 17
particul ar nunber of units when making a case-by-case 18 BACT
determnation. W wll use the appropriate ones 19 to get
the rel evant precedence.

20 There is no requirenent under the MACT

21 standard to set a ceiling for BAT. So we have the

22 flexibility toreally tailor the extent of the

23 scrutiny of existing sources as appropriate under the 24

ci rcunst ance.
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It's also appropriate to keep in mnd
that the source nmust request the BAT excl usion and
it really falls on the source to submt sufficient
information to justify that excl usion.

W may, in fact, do sonme -- we will do
sone of our own investigation and review, but there
is no specific criteria that says you have to | ook
at five emssion units or 50 em ssion units.

M5. MHELIC. Question |I., is the |anguage

"which the agency. . . determ nes" intended to give
t he agency unfettered discretion maki ng BAT
determ nations? Basically, just allow ng the agency
in and of itself to nmake the determ nation w thout
any oversight by any ot her agency such as U S. EPA?

MR ROMAINE: | don't believe so, no. | think
the language is trying to -- does state that BAT is
determ ned on a case-by-case basis in the context
of permtting nuch |like the context for BACT and
LAER det erm nati ons.

O course, whatever determ nation the
agency m ght nake woul d be subject to review by the
board in the context of a permt appeal.

| think that's probably a | egal opinion

as to whether we think this |anguage is acceptabl e,

L. A REPORTING - (312) 419-9292



© 00 N o o b~ w N Pk

e T e e S T
o o b~ W N L, O

17

531

as you have phrased it, but | don't find any problem
with the | anguage.

M5. MHELIC. | was going to wthdraw that
second part.

Part of Title 5 would al so be revi ewed
by U S. EPA, the BAT determ nation? Wuld that not
be incorporated into the Title 5 permt?

MR. ROMAINE: That is correct. It would be
subject to if the U S. EPA has the chance to opt
as part of the reviewof the Title 5 permt.
Presumably, if the U S. EPA thinks there is sone key
em ssion unit that has been overl ooked, they would
call it to our attention if they think we've done an
erroneous econom ¢ eval uation, they would al so cal
it to our attention.

M5. MHELIC. Going on to Section V of our --

MR.  SAI NES: Just let the record reflect that

when M. Romai ne was describing the | evel of

19
20
21
22
23
24

stringency wth respect to LAER BACT --

THE HEARI NG OFFICER: Is this a question or
is this testinony?

MR.  SAI NES: This is just a clarification
for the record because M. Romaine indicated with

hand gestures the |l evel of stringency and it was not

L. A REPORTING - (312) 419-9292
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expl ai ned verbally.

M5. MFAWN: | had the sanme question, but |
think it read okay.

THE HEARI NG OFFI CER:  Chris, why don't you
redescri be that verbally, please.

MR. ROMAINE: | apologize for that. | thought
we had the TV canera going.

VWhat | indicated was if there is, in
fact, a conplete spectrumof control of a particul ar
unit, the nost stringent |evel of control would be
LAER. The next stringent |evel would be best
avai l abl e control technol ogy. The |east stringent
| evel woul d be BAT.

MR. FORCADE: There were four of themin the
gquestion and that's three.

M5. MHELIC. He only tal ked about three.

THE HEARI NG OFFI CER: MACT, BACT, LAER and
BAT.

M5. McFAWN:  You | eft out MACT.

M5. SAWER O course, he's using his hand
when he's clarifying his answer.

MR. ROVAINE: | have a hard tine fitting MACT
into that categorization because it is a regulatory

determ nation by U S. EPA and there a the ceiling.
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| woul d expect accordingly, MACT probably

cones up to the level of LAER \Were it falls
bet ween BACT and BAT may, in fact, be the

| east stringent of all because it is a regulatory
determ nation going for a category or class of
oper ati ons.

So it has to accommopdate sone
variability in that class or category. |t cannot
be set for the nost ideal unit. It cannot be done
on a case-by-case basis |like BAT. That's off the
top of ny head since | overl ooked that part of your
questi on.

M5. MHELIC. Going on to Section V., A,
you have already answered, Question A was asked
and answered, Question A, 1.

Section B, which is tal ki ng about
Section 205.104(b)(2), new participating sources,
Question No. 1, has the agency conducted any
analysis as to how the ERVS rules will inpact new
busi ness entering into the Chicagol and area?

| actually at this point wll say that
t hese questions are probably better addressed after
t he econom c i npact statenents since they do go

back to the econom c inpacts of this program unl ess
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1 soneone is able to answer these questions today.

2 MR. ROMAINE: | can give an answer, but |

3 think your question is that it goes to the scope of

4 the econom c inpact analysis.

5 M5. MHELIC. | guess at this point, | would

6 request that we defer these questions and they may

7 be answered throughout the econom c inpact study

8 testinony.

9 M5. McFAWN:. These are all of the questions on
10 this section?

11 M5. MHELIC. On Section B, 1 through 5.

12 Onh, actually, 1 through 4. | am asking Question 5

13 now.

14 Does not allotting ATUs to new

15 participating sources, including those with |ess

16 than 25 tons per year of VOM em ssions, nake the

17 ERMS rules nore stringent than the current new source 18

review permt programset forth in Part 203 for

19 mnor sources?

20 MR. ROMAINE: | don't believe so. The ERMS

21 applies to new sources that will have seasona

22 emssions of ten tons or nore who are required to get 23
aTitle 5 permt.

24 In nost, if not all circunstances, a
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1 description will be nmade up of new mmj or sources.

2 New maj or sources would be required to get offsets.
3 Furthernore, new mnor sources, if there are any in
4 this circunmstance, wll be faced with conmmand and

5 control requirenments if this trading program were

6 not inplenented.

7 Therefore, the treatnent of these new
8 mnor sources under the trading programis not nore
9 restrictive than would otherw se be the case.
10 | think the final point would be
11 that whatever growh occurs has to be accommopdat ed
12 somewhere. |If it isn't accommodated or dealt with
13 by the source that is comng into the area, then,
14 the existing sources in the area would have to make
15 further reductions to make roomfor that resource
16 and still maintain our ROP, rate of progress plan.
17 M5. M HELI C | guess | want to clarify this. 18

| don't understand part of your answer or | just

19 mssed it when you were tal king about it.

20 Currently, under the new source review

21 permt program a new source would cone in and accept 22
alimt of up to 25 tons and not be subject to new

23 source review, correct?

24 MR ROMAINE: That's correct.
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M5. MHELIC. Under this program can a new
source cone in and not be subject to the -- take a
limt of less than 25 tons and not be subject to
t he ERVS progranf

MR. ROVAINE: Yes. They would have to accept
alimt to stay below ten tons per season, which is
roughly equivalent to say it will not be a major
source on an annual basis.

M5. MHELIC. So a m nor source could cone
into the Chicagol and area?

MR. ROVAI NE:  Yes.

M5. MHELIC. Going to Section C., this is
wi th respect to market transactions under Section
205.140(d). Does a provision that each transaction
account will be nmanaged by a designated account
officer refer to an account officer at the agency
or at the source?

MR. NEWION: At the source.

M5. MHELIC. Then, | withdraw the rest of
t hat questi on.

Section VI, 205.150, em ssions
managenent periods, Section A, refers to Section
205. 150(b), reconciliation period. Rick Saines

is going to set forth the questions on this
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section.

MR. SAINES: Good afternoon. The first
gquestion is howis a source supposed to know
what ot her participating sources have ATUs
for sale prior to the reconciliation period?

M5. SAWER  Coul d you pl ease reask the
gquestion?

MR. SAINES. Sure. Howis a source supposed
to know what other participating sources have ATUs
for sale?

MR. KOLAZ: Let nme answer that question.

In Section 205.500 of the rule in Part A the ERVS
dat abase, it states that the agency is required to
mai ntain a bulletin board dat abase.

As part of that electronic bulletin
board, public information and notices can be
posted and it allows participants to post ATUs
avai |l abl e for purchase or wanted for purchase and
that's the nmechanismwe believe will fill that
particul ar requirenent.

MR, SAINES: Under that requirenent, it's a
voluntary provision? |In other words, sources, if
t hey choose, can post ATUs for sale?

MR KOLAZ: That's correct.
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1 MR, SAl NES: W will wthdraw Question 2.

2 Proceeding to Question 3, what is the
3 purpose of ending the reconciliation period on

4 Decenber 317?

5 MR. KOLAZ: Again, in the rule, the

6 reconciliation period is really defined as a tine

7 for the participant to acconplish a nunber of

8 things such as conmputing their actual em ssions

9 fromthe preceding season and to al so ensure

10 they have adequate nunbers of ATUs to reconcile

11 those em ssions.

12 In that sense, the reconciliation

13 period ends Decenber 31st. Follow ng that period,
14 it's atime of activity on the part of the agency
15 to actually evaluate these reconciliation reports
16 nore fully, to issue excursion conmpensation notices,
17 and basically to really conplete that part of the
18 reconciliation process that began in the Cctober 1st
19 through Decenber 31st period.
20 M5. SAWWER: One nonent. W have a little bit 21

nore on that answer.
22 MR, KANERVA: | " m Roger Kanerva. | want to
23 elaborate on that a little bit because we spent a

24 trenmendous anount of tinme discussing this particular
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1 provision and the coordination of the overal

2 conpliance process with all of the fol ks that

3 interacted with us under the devel opnent of this

4 rule.

5 Providing a three-nmonth wi ndow on

6 the end of a season to work out whatever conpliance
7 issues or trading that sonebody would need is a

8 very generous approach. |It's a |large anount of

9 time. It doesn't cone to fruition and true up in
10 30 days or some very short type tinme frame, which
11 was suggested by certain comrentors early on in

12 our rule process.

13 W felt that was extrene, but if we
14 went nuch beyond a three-nonth period, in a sense,
15 we would run out of tinme to resolve all of the

16 conpliance issues that conme up and you woul d start
17 to have unanswered conpliance issues running from
18 one season into the next. Then, you have |ost the
19 integrity of the whole system
20 By the tine we get to the next season
21 we want to have cleared the books and got to a

22 system nmade whol e one way or another and then start a 23
new season.

24 MR. SAINES: Let ne follow up.
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1 M . Kanerva, you have just indicated 2
that you felt that 30 days was an extrenme period 3 of
time or too short a period of tine for this

4 reconciliation process to occur?

5 MR. KANERVA: Right.

6 MR. SAINES: Isn't it true that under the 7
rules, sources with ten units or nore are not

8 required to submt their data until Novenber 30th 9
of each year?

10 MR. KANERVA: Right. That's just an outside 11
date to give thema little extra tine for their

12 reports. There is no reason they couldn't submt
13 themearlier than that if they want to. W just

14 gave thema little extra tinme because they felt

15 it was nore conplicated.

16 MR. SAINES: But given that it's not required, 17

—

if sources do --

18 MR,  KANERVA: Well, that's their choice.

19 That gives them 30 days after that to try and cl ose 20

t heir books, but they still have a total of 90 full 21 days

to make the whol e system cone hone.

22 MR SAINES: W will wthdraw Question 3.
23 M5. MHELIC. | have a follow up question,
24  t hough.
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1 You stated the purpose of ending the

2 reconciliation period on the 31st was to allow the
3 agency sufficient tine to resolve all em ssions by
4 the next ozone peri od.

5 Whay can't sources still be negotiating
6 transactions if they know what their em ssions are,
7 1if they know what they need, while at the sane tine
8 the agency, perhaps even for an extra nonth, is

9 comng up with exactly what sources may need --

10 additional ATUs they may need, or may be subject to
11 em ssions excursions if a transaction occurs within
12 that nonth pursuant to the rules? | believe it

13 should be in the database within five days or

14 sonet hi ng.

15 So why can't that -- Decenber 31st, we
16 think, could be restrictive. Wy couldn't it be

17 extended for perhaps just one nore nonth period of
18 tine? Wth Decenber 31st being the end of the year,
19 the end of perhaps sone vacati ons, which conpanies
20 give their enployees during the nonth of Decenber,
21 you know, two to three weeks off, the foll ow ng
22 year --
23 M5. SAWER:  This question is getting close to 24

testinmony here.
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1 M5. MHELIC. | just wondered why it can't be
2 extended into the foll ow ng year?

3 M5. SAWER | nean, go ahead and answer that,
4 Dave.

5 MR KOLAZ: Well, | think we spoke to why

6 we felt that tinme period would be adequate. To

7 enbellish on that a little bit, we are anticipating
8 that part of the record keeping and reporting

9 requirenents this systemw |l bring back to the

10 CAAPP permit is that people will be conputing their
11 em ssions nont h-by-nonth and naybe week- by-week or

12 day-by-day throughout the season.

13 So the actual period of tinme to conplete 14

their cal culations for actual em ssions should be

15 very mnimal. It's during that tinme and nmaybe even
16 prior to the season that people should be making --
17 taking the steps necessary to acquire the ATUs

18 sufficient to cover their em ssions.

19 Decenber 31st, you know, does cone at
20 a bad tine of the year for us as well because we

21 have people on vacation and we have the annual

22 emssion reporting process beginning in earnest

23 at about that tine, but we really feel that's a

24 reasonable target. It's nore than a target. | think
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1 it does allow anple tine.

2 January 31st would really limt us in

3 ternms of doing the work that we feel has to be done.
4 | think part of the requirenents to really make this
5 systemwork well is to really be on top of the

6 em ssions, be on top of the market requirenents, and
7 to conpensate for you rem ssions.

8 Therefore, | think it's in everyone's

9 interest to hold that reconciliation period to as

10 tight atinme as we think is reasonable to acconplish
11 the task.

12 MR.  SAI NES: kay. Section B. --

13 MS. McFAWN: For the record, could we just

14 note that you had asked Question 3 and then you noted 15
that you were going to withdraw it.

16 Do you nean you were going to w thdraw

17 CQuestion 4?

18 MR. SAINES: Yes, | did. Thank you.

19 We are also going to withdraw Question 5 20
and Question 6.

21 Conti nuing to Subsection B.

22 205.150(c)(1), under exenpt units, 1., why didn't

23 the agency include in the list of units for which

24 a source need not hold ATUs at the end of the
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1 reconciliation period units which have MACT and 2

LAER control ?

3 MR. ROVAI NE: Under the proposed trading 4
program sources would be required to hold ATUs 5

for such units.

6 M5. MHELIC. As a followup, is it true that 7
they are just exenpt fromthe 12 percent reduction

8 requirenent? They are not exenpt from hol ding ATUs

9 in emssions, they just don't have to reduce

10 em ssions fromthose type of units by 12 percent?

11 MR. ROMAINE: That's correct.
12 MR. SAI NES: Ckay.
13 M5. MHELIC. 1'mgoing to go forward with the 14

guestions on new nmgj or sources and nmj or

15 nodifications.

16 Sections 205.150(c) and (d), Question 1, 17
if a participating source commences operation of a

18 mgjor nodification after May 1, 1999, and holds ATUs 19
in the amount of 1.3. tinmes its seasonal em ssions

20 attributable to this major nodification, is the

21 source in full conpliance with all of the new source 22
review regul ations set forth in Part 203?

23 MR. ROVAINE: No, it would not necessarily

24 Dbe in full conpliance. The source wll still be
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required to have obtained a construction permt and
conply with | owest achievable em ssions rate as
specified in that construction permt.

M5. MHELIC. Are there any exenptions to
having to conply wth LAER requirenents in the new
source review rul es?

M5. SAWER: This question is not prefiled?

M5. M HELI C. No. It's a follow up question
to his answer regardi ng LAER

To be nore specific, | guess, is
there an exenption that if a source obtains 1.3 to
one reduction, it may not have to have to do LAER?

MR. ROVAINE: That's correct. \What you're
referring to, Tracey, is special rules nodifications
under 182(c)(7) and (c)(8) of the Clean Air Act.

There are provisions in the Clean Ar
Act, which say that if a particular change resulted
in increased em ssions other than xx di m ninus
increase, it is considered major nodification.

Those rules go on further to say that
if the source provides internal offsets for that
ot herwi se major nodification, my be excused from
the requirenment for |owest achievable em ssion

rate.
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M5. MHELIC. Wuld the offsets under this
program be sufficient to neet that exenption if al
t he other conditions applied?

MR. ROMAINE: No, they would not.

M5. MHELIC. Wiy wouldn't they be?

MR. ROVAI NE: Because this system woul d not
assure that those offsets or those ATUs were, in
fact, internal ATUs.

M5. MHELIC. W will wthdraw Question 2
because the answer was no.

I n nodi fying that question, does the
agency intend to nodify through new source review
regul ations to reflect the ERVS rules that 1.3 to
one offsets during the season would suffice to
nmeet the offset requirenent under new source review
rul es?

MR. ROVAINE: We haven't contenpl ated that

nodi fication. W have only contenplated a provision

whereby this programwoul d satisfy the genera
requi renent to obtain offsets where offsets could
cone from any source.

M5. MHELIC. Question 3, isn't it true that
under the federal regulations, all sources ny net

out of new source review if reductions in em ssions
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exceed increases in emssions during the five-year
period of time preceding the pendi ng change?

M5. SAWER | would like to object to this
guestion on the relevance of this question to the
proposed ERMS rule. It isn't clear to ne.

M5. MHELIC. He is talking about how t hese
rules may satisfy some of the new source review rule
requi renents, but these rules require 1.3 to one
of fset where under the new source review rules, you
can actually net out.

| guess I'mgetting to the fact that
it's comng -- the question is you are not going
to be able to net out under the ERMS rul es.

M5. SAWER  Well, | think the question is a
little bit -- well, go ahead and answer that.

MR. ROVAINE: Well, back up a bit.

M5. SAWER: Yes. That's what | was going to
say.

MR. ROMAINE: | believe the federal
regul ations you are referring to are, in fact,
proposed federal regul ations.

At this time the guidance that we have
to conply with for our Nonattainnent Area New Source

Review Programis, in fact, the provisions of the
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Clean Air Act.

M5. MHELIC. And don't those provisions
currently allow a source, though, to net out of
new source reviewif it comes up with sufficient
reductions that exceed em ssions increases during
a cont enporaneous period of tinme that therefore,
they avoid the applicability of new source review by
netting out?

M5. SAWER:  Again, I'mgoing to object to
this because | think M. Romai ne already expl ai ned
that that aspect is not the aspect of offsets that
we were referring to under this program that it's
a different provision that applies to offsets that
that programis coordi nated with new source review.

M5. MHELIC. | believe it's a rel evant
guestion here because we're trying to find out if
ERVS truly is nore restrictive than the new source
reviewrules. It's going to underline what are the
new source review regul ati ons and what will the ERVS

regul ati ons be?

M5. SAWWER Ckay. Fine. [|'ll wthdraw ny
obj ecti on.
MR, ROVAINE: | won't answer the question

anyway because you are asking ne to do a | egal
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1 interpretation on the neaning of the specific

2 provisions of the Cean Air Act.

3 M5. MHELIC. So you're saying you' re not

4 answering my question because of the | egal

5 interpretation?

6 MR. ROVAI NE:  Yes.

7 M5. SAWER So |I'll object to the question

8 because you're asking a technical witness to do a

9 legal interpretation.

10 M5. MHELIC. Do Illinois rules allow services 11

to net out of new source review in the Chicagol and

12 area?

13 MR. ROMAI NE: Yes, they do.

14 M5. MHELIC. Do they allow all sources to net 15
out ?

16 MR. ROMAINE: As | nentioned, our rules

17 include the special rules for nodifications and as

18 currently witten, we would require that a particular 19
project, which by itself is major, would be

20 considered a major nodification unless it is

21 acconpanied by internal offsets at a ratio of 1.3 to

22 one.

23 If, in fact, it were acconpani ed by

24 internal offsets at a ratio of 1.3 to one and the
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potential emt of the source is |less than 100 tons
per year, then, it wuld, in fact, cease to be mmjor
nodi fication. If it were nore than 100 tons per
year, then, it would only be excused fromthe LAER
requi renent.

M5. MHELIC. Do the federal rules allow
sources that are major in that individual

nmodi fi cation over 25 tons could still net out of

© 00 N o o b~ w N Pk

new source revi ew?

10 | thought you were saying that Illinois' 11
rules do not allow that source to net out and they

12 have to conme up with this 1.3 to one offsets. Is

13 that different than the federal rul es?

14 MR. ROMAINE: Yes. There are no federal rules 15
that address the requirenments of the 1990 Cean Ar

16 Act anendnents of new source review. So | said the

17 U S. EPAis in the process of proposing those rules.

18 That's why we have to go back to the actual statute

19 and that is what our rules, | believe, when they were 20
adopted by the board attenpted to reflect.

21 M5. MHELIC. But they don't reflect the exact 22
| anguage of the Clean Air Act statute?

23 MR. ROMAINE: No, they don't.

24 M5. MHELIC. Does the agency ever intend to
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1 nodify Illinois' rules to reflect the federa

2 |anguage of the statute?

3 THE HEARI NG OFFICER: Ms. Mhelic, is this
4 Question 5?

5 M5. MHELIC. Yes, and have the ability to
6 allow sources to net out of new source review,

7 those sources you tal ked about before?

8 MR. ROVAI NE: The agency has contenpl at ed

9 proposing revisions to the nonattai nnent area and
10 new source review rules to the board to nore closely
11 match | anguage of the the Cean Air Act.

12 M5. MHELIC. | guess you have contenplated -13
When have you contenplated, | guess is ny foll ow up

14 question?

15 M5. SAWER | think we've answered -- okay.
16 I'msorry. Wat was that? Could you that repeat
17 that?

18 M5. MHELIC. He says they contenplated it.
19 I'mtrying to figure out what they deci ded.

20 M5. SAWER: Well, first of all, | think

21 this Iine of questioning is irrelevant and | think
22 M. Romaine's answer is sufficient. That's the

23 answer.

24 M5. MHELIC. | think it's rel evant because
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the current ERMS rules imt the anount of em ssions
a source may get by limts in the new source review
permt. Some sources nay have taken new source --
taken limtations in a new source review perm:t
because they coul d not have netted out. So they took
a lower basically emssion |imt, let's say, 24.5-ton
emssion limt.

|"mtrying to find out if they have
nodi fied their rules, those permts could al so be
nodi fied to increase any permt limt, thereby,
i ncrease any source's allotnent of ATUs.

|"mtrying to figure out if they are
contenpl ati ng doing that or not, what do you nean
by contenplating in order to provide sonme sources to
per haps increase sone of their baselines?

M5. SAWER: Well, right now, we're dealing
with a proposed federal regulation. That's what we
mean by cont enpl ati ng.

THE HEARI NG OFFICER: | think we need to have
Chris answer the question, first of all.

Chris, by contenplating, you just
t hought about it and that's your answer? |If that's
your answer, that's your answer.

MR. ROMAINE: We have thought about it. W
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t hought about whether it is possible to do this

rul emaeking at this time with just the Cean Air Act,
if it's appropriate to do it to match the | anguage
of the Clean Air Act. |I'mnot aware that a final
deci sion has been nmade so that | could report to you
and say yes, we have conmtted to this change.

M5. MHELIC. Going on to Question 6, under

0o N o o b~ w N Pk

the ERVS rules, if a participating source nmakes a

(o]

non-maj or nodification, will it have to obtain ATUs

10 in an anmount equal to seasonal em ssions attributable 11
to this non-maj or nodification?

12 MR. ROMAINE: | assune this situation involves 13
a non-maj or nodification occurring of January 1,

14 1998. So it's not brought in as a pending project.

15 In that case, the answer woul d be yes.

16 It wouldn't have to operate wth ATUs for whatever

17 emssion units are present at its source other than

18 insignificant activities.

19 M5. MHELIC. Question 7, if so, isn't the

20 source being required to offset em ssions froma

21 non-major nodification to offset em ssions at any

22 ratio?

23 MR. ROVAINE: No, as | said, ATUs are used

24 for seasonal em ssions.
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M5. MHELIC. WII the source be given ATUs
for that non-major nodification in addition to what
allotnent it already hol ds?

MR. ROMAINE: No. It would be considered an
i ncunbent or a part of that incunbent source's
basel i ne operations. It would be sonething that
t he source woul d have to address either through the
initial allocation that's already received or changes
to its operation or going to the marketpl ace.

M5. MHELIC. So it has to conme up with sone
type of decrease sonewhere else in order to increase
t hose em ssions fromthat new source unless it has
sufficient ATUs to cover the em ssions -- what |'m
trying to say is if you install a new source, you
can't just install the new source and not have to
sonehow cone up with em ssions -- ATUs for the
em ssions fromthat source? You are not given them
by the agency? You will actually have to reconcile
them by the end of the year?

MR. ROMAINE: That's correct, | believe.

The source would be held responsible for its
em ssions and any increase in em ssions would have
to be acconpani ed by the appropriate nunber of ATUs

on a seasonal basis.
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M5. MHELIC. Going on to Question 8, isn't
it true that Illinois" current regulations do not
requi re sources nmaki ng non-major nodifications to
of fset em ssions at any ratio?

MR. ROMAINE: Well, | think that's again
sinplifying it.

There may be circunstances where
you are involved in netting which do require
conpensation at the source. Maybe not in the sense
of formal offsets, but on the other hand, whenever a
source makes an increase in emssions in the
nonattai nnent area, it has to be accounted for
under the current program

In the current program however, that
exi sting source may not be held accountabl e, but
ot her existing sources, as addressed by the rate of
progress plan, will be held accountabl e and sonebody
has to make up for that increase.

M5. MHELIC. |1'mgoing to defer Questions
8(a) and (b) until after the econom c inpact study
anal ysi s testinony.

Going on to Section D., which refers
to Section 205.150(e), don't Sections 203.302(a),
203.602 and 203.701 of Illinois" current air
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1 pollution regulations require offsets on an annual

2 basis?

3 MR. ROMAINE: | don't believe so.

4 M5. MHELIC. Does the agency currently issue
5 permts to acquire offsets on an annual basis?

6 MR. ROMAI NE: That has been our historical

7 practice under the current program

8 M5. MHELIC. |Is there any state which issues
9 new source review permts that has nonattai nnment

10 areas -- severe nonattainnent areas that require

11 offsets on a seasonal basis and not on an annual

12 basis?

13 M5. SAWER: This is not part of your prefiled 14

guestions agai n?
15 M5. MHELIC. No. I'msorry. [|I'mjust kind

16 of follow ng up on the question of the annual basis.

17 MR, ROVAINE: |'mnot aware of any such

18 state.

19 M5. MHELIC. | will wthdraw Question 2.

20 "' m nodi fyi ng Question 3 because | say

21 the agency is anending Sections 203.302(a), 203.602,
22 and 203.701 regulations to reflect the | anguage set
23 forth in the ERVMS rules requiring seasonal em ssions

24 offsets only. | guess ny question is does the agency
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feel that such an anendnent is necessary?

MR. ROMAINE: No, we don't. W think that
the ERVS rule will certainly govern indicating that
seasonal offsets in terns of ATUs will be sufficient
to satisfy any offset requirenent under Part 2083.

M5. MHELIC. W will wthdraw Question 4
since it has already been answered.

Going on to Question VII, A, we are

© 00 N o o b~ w N Pk

t al ki ng about 205.200, Participating Source.

[
o

Question 1, this is going to the specific |anguage

[ —
[ —

of the rule. So | don't know It maght be difficult 12
on the record, but does the phrase, "the requirenents 13 of
this part” include the 12 percent reduction

14 requirenent of Section 205.400(c)? |[|'mtalKking

15 about in the | anguage in the begi nning of that

16 section.

17 That's the introduction paragraph.

18 Just for the record, it reads, "the requirenent of

19 this part shall apply to any participating source."

20 MR. ROMAINE: Well, that's ny understandi ng,
21 yes.
22 M5. MHELIC. If so, if the source that is

23 operating prior to 1999, but is not subject to the

24 ERMS programincreases em ssions after 1999 so
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that it beconmes subject to the ERMS program wl|l
t he source have to reduce em ssions by 12 percent?
MR. ROMAINE: Yes. A further quantification
is whether there are excluded em ssion units there.
M5. MHELIC. VWhich emssions wll the source
need to reduce by 12 percent; total em ssions or
only those em ssions which caused the source to
beconme subject to the ERMS regul ati ons.
MR. ROMAINE: It would be the total em ssions,
as | said, except for excluded em ssion units.
M5. MHELIC. Were in the proposed
regulations is this 12 percent reduction set forth?
MR ROMAINE: | think it's apparent in the
al l ot ment process described in Section 205.400(c).
M5. MHELIC. |If a source which was
previ ously not subject to the ERVS rul es increases
em ssions, but the increase is not attributable to
a change in operation, will the source have to
of fset any em ssions?
M5. SAWWER: You're just referring to under
t he ERVS program essentially?
M5. MHELIC. Yes. There is no change.
An exanple woul d be an increase in production.

MR. ROMAINE: | guess we need to break that

L. A REPORTING - (312) 419-9292



© 00 N o o b~ w N Pk

I e e
A W N - O

15

559

down. You are describing a situation where there
is a source who is not currently a participating
source and undergoes a change, becones a
participating source and --

M5. MHELIC. It increases production so it
now goes to Title 5.

MR. ROVAINE: Since it's not undergoing a
maj or nodi fication under the new source review, it
woul d not trigger any offset requirenent. It would
sinply have to hold ATUs for its annual em ssions
at a ratio of one ATU for each 20 pounds of seasonal
em ssi ons.

M5. MHELIC. And if it was an existing
source, would it be given ATUs -- if it was an

exi sting source as of May 1995, as we stated earlier,

would it be given ATUs?

17
18
19
20
21
22
23
24

MR. ROMAINE: Yes. |If it was an existing
source, it would be a participating source.
Participating sources are incunbents. There is a
process for giving participating sources of this

type an allotnment of ATUs.

M5. MHELIC. W are now going to Section
VIIl, Section 205.205, which tal ks about exenpt
sources. Now, Section A, Section 205.205(a),

L. A REPORTING - (312) 419-9292
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Question No. 1., what does the agency nmean when
it states in the statement of reasons that sources
which Ilimt VOMem ssions to 15 tons or |ess per
seasonal allotnent period in a CAAPP permt wll
not be able to exceed the 15 ton seasonal |evel? ?
This is set forth in Page 26

MR. SUTTON: If a source selects to take the

15-ton level to avoid the ERVS process, that wll

© 00 N o o b~ w N Pk

beconme a CAAPP condition and it will be in the

[
o

permt.

11 M5. MHELIC. \What is the penalty if the 12
source exceeds this 15-ton imt?

13 MR. KOLAZ: Well, if it does exceed the

14 limt, of course, it is nmentioned that's a violation 15
of a condition of the CAAPP permt and what the

16 source subjects itself to is possible enforcenent

17 action.

18 | would just state that opens a | ot of 19
possibilities as part of the process of trying to

20 reconcile and reach sone agreenent of that particular 21
violation. So there could be a financial penalty or 22
there could be any nunber of things that could occur 23 as
a result of that violation

24 M5. MHELIC. | have a followup question to
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that. |If a source realized during the season that

it mght violate that 15-ton emssion |limt, would
the agency give it an opportunity to nodify its CAAPP
permt and be put into the ERVS progran?

MR, KOLAZ: Well, that's a very hypothetica
situation. | think the situation in the sinplest
formis if it violates the condition of its existing
CAAPP permt, the violation has already occurred.

Now, naturally, if there is an adequate
amount of tinme where the source can foresee that and
make the nodifications before the violation occurs,

t hen, of course, no violation occurred.

M5. MHELIC. | guess if the source took the
15-ton exenption and decided later it didn't want it
and it wanted to increase em ssions and cone up
with the reductions, it would have the opportunity
to do that? It would not by forever forbidden or
prohi biting fromentering the ERVS progranf

MR. KOLAZ: | think, generally, that's
correct. You know, Don, should really maybe add
to this. Certainly, nodifications to a CAAPP perm t
are possible. ?

MR, SUTTON. | guess | would lIike to add

that | would take this 15-ton limt very seriously

L. A REPORTING - (312) 419-9292
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because I woul d suggest that trying to go beyond
that back into the ERVS program woul d be consi dered
a significant nodification to your CAAPP permt and
i nvoke probably at |east six nonths worth of the
processing to get that changed. Again, | wouldn't
take that lightly.

MR. MATHUR  Tracey, let nme add to that
question. | think it's our intent at the nonent
that a source would do this evaluation very
carefully prior to deciding if it wants to seek
an exenption under that provision. Wile allow ng
it to come into the ERVS process is a possibility,
| don't think that's guaranteed.

M5. MHELIC  Ckay.

M5. SAWER  Just as a quick matter
M. Forbes and M. Mathur were sworn in at the
previ ous proceedi ng, but they should probably
be sworn in or if they were sworn in at the previous
proceedi ng, is that okay?

M5. McFAWN:  Sure.

THE HEARI NG OFFI CER:  Yes.

M5. SAWER:  Ckay.

M5. MHELIC. Al right. Going to Question 3

under Section VIII, is exceedance of 15-ton limt an

L. A REPORTING - (312) 419-9292
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em ssi on excursion governed by Section 200.620(f) or
is such excess considered an i ndependent violation
of the source's CAAPP permit? | knowit's an
i ndependent violation of the source permt, but
| guess, is it also considered an en ssion excursion?
MR. KOLAZ: No, not in the sense of 620(f).
M5. MHELIC. Section B's question, and that
goes to Section 205(b), the 18 percent exenption, in
this section, does the agency intend to exenpt
sources that reduce baseline em ssions by 18 percent
before 1999? | wthdraw the question because it has
been answered nunerous tines.

Nunmber 2, can a conpany that achi eves
greater than 18 percent reductions be exenpt, but
still sell ATUs avail able due to reductions beyond
18 percent?

MR. ROMAI NE: Yes. It could create ATU
pursuant to the ERG process if it makes further
em ssi ons productions.

M5. MHELIC. Section I X, we wthdraw the
guestion as it has been answered throughout the
pr oceedi ngs.

Section X, | would request at this

point that | could ask ny revised question because
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it's much sinpler than ny question that is witten
in here. | have discussed it with the agency.
It's nmy understanding that they have an answer.

THE HEARI NG OFFI CER: Wl |, why don't we go
off the record for a second.

(Wher eupon, a di scussion
was had off the record.)

THE HEARI NG OFFI CER: Let's go back on the
record.

M5. MHELIC. |1'mgoing to defer Section X
since it has been significantly revised. | wll
ask it at the end of the prefiled questions.

Section X, baseline em ssions, Section
A of my question, Section 205.320(a), which goes to
representative conditions, the agency states that
it has used the 1990 em ssions level to calcul ate
the reductions necessary to attain the ROP for 1999.
Whay then can't the source calculate its baseline
em ssions using any seasonal allotnent period from
1990 based upon 1996 applicable rules regardl ess
of whether the years of 1994 through 1996 are
representative?

MR. ROVAINE: The answer to this question

lies in the basic purpose of the trading program

L. A REPORTING - (312) 419-9292
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The basic purpose of the trading programis to get
further reductions of VOM em ssions beyond those
required in 1996 for the 15 percent rate of progress
pl an.

Accordi ngly, the program has devel oped
base allotnments to the incunbent sources on VOM
em ssions | evels that would generally be

representative of 1996.

© 00 N o o b~ w N Pk

The principal of using the two-year

10 average of em ssions to set a representative em ssion 11
level is present in the current new source review

12 rules to build a little nore flexibility into the

13 programup front to assure that sources receive

14 allotnents based on representative operation. The

15 program was devel oped all owi ng sources to freely

16 select the two seasons out of 1994, 1995, and 1996

17 wth the greatest VOM em ssions as the basis for

18 their allocation.

19 Now, coincidentally, these three years

20 also have a period of tinme when sources probably

21 have had the best em ssion data they ever had. This

22 is a consequence of the nore rigorous annual em ssion 23
programas well as preparation for the Title 5

24 permtting process. So hopefully, this wll be
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1 suitable for nost sources. At the sane tinme, we do
2 realize these three seasons may not be sufficient for
3 certain sources due to non-representative conditions.
4 Accordingly, the trading programwas devel oped to

5 allow substitution of other years if needed to set a
6 representative baseline em ssion.

7 That woul d only be based or due to a

8 case-by-case showing and this is also a principal

9 that is present in the current New Source Revi ew

10 Programthat you can go outside of the presunptive
11 period of time if there is a case-by-case show ng

12 that that would not provide a representative

13 determ nation of actual em ssions.

14 M5. MHELIC. W are going to at this point

15 wthdraw Questions 2, 3 and 4. W have prefiled

16 questions of M. Romaine's testinony, which | assune
17 we will be allowed to ask after everybody has gone

18 through their other prefiled questions that addresses 19

t hese questions, is that correct?

20 W will have additional tine to ask
21 Chris --

22 THE HEARI NG OFFI CER:  Specific to Chris?
23 M5. MHELIC. Excuse ne?

24 THE HEARI NG OFFI CER:  Specific to Chris?
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MB. MHELIC. Right.

THE HEARI NG OFFI CER: Wiy don't we just do
themnow i f you have then?

M5. SAWER: Well, they're on a different
pi ece of paper. | think there is a later filing is
what she is suggesting. So she'll go through this
and then do the next one.

THE HEARI NG OFFI CER: Chris, are you ready
to ask the question that she specifically prefiled
to you?

MR. ROMAINE: Are you tal king about X, A,
2., 3., and 47

M5. SAWER:  Yes.

M5. MHELIC. Well, actually, we are talking

about what we filed on January 27, 1997. There are

four questions -- two questions having two subparts.

So | guess a total of eight questions that we
specifically filed to Chris Romai ne's testinony
since he had answered sone of our previous
gquesti ons.

M5. MFAWN. So you're wlling to substitute
those questions in lieu of 2, 3 and 4?

MR. ROVAINE: Oh, these questions. | have

t hese questi ons.

L. A REPORTING - (312) 419-9292
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M5. MHELIC. Okay. Going to the questions
that we filed on January 27, 1997, is it okay to go
forward on these questions at this tinme?

THE HEARI NG OFFI CER.  Yes.

M5. MHELIC. Question No. 1., are the
exanpl es provided on Pages 2 and 3 of the testinony
to show the presence of abnormal conditions nerely
exanpl es and not intended to be the only conditions
by which the agency will agree that
non-representative conditions exist?

MR. ROMAINE: That is correct.

MS. MHELIC. Al right. Question 2, on top
of Page 3 of your testinony, what does significantly
| esser extent nean in the statenent that if
non-representative conditions are present, abnormal
conditions nust exist to a significantly | esser
extent than the seasons proposed substitutes that
1994, 1995, or 19967

MR. ROMAINE: Well, actually, the entire
statenent that | made was that the
non-representatives are not present at all in such
substitute seasons or present to a significantly
| esser extent.

So | was really qualifying it to
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say the substitute season does not have to be a
perfect representative season. It just has to
be better than the one it's substituting for.
Si nply expl ai ned by exanple, strikes as a good
exanple. You can have a strike in '94/'95 that
makes it non-representative. You could also have a
strike in a substitute season
Hopefully, to showit's

non-representative, you shouldn't have three nonths
of strikes in both seasons. Presunmably, you would
have fewer strikes inpacting the nore representative
time period than the non-representative tinme period.

M5. MHELIC. | guess you just gave an
exanple. M Question 3 is what are sonme exanpl es
when abnormal conditions exist to a significantly
| esser extent?

MR. ROVAINE: | believe so, yes.

MR MHELIC. In Question Athere, is the
agency vested with unfettered discretion in
determ ning what constitutes a significantly |esser
extent ?

MR, ROVAI NE:  No.

M5. MHELIC. \Who el se may determ ne what

constitutes a significantly |esser extent?
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1 MR. ROVAINE: First of all, the concept of

2 significantly lesser extent is not |anguage fromthe
3 rules. The language fromthe rules says there are

4 non-representative conditions in '94, '95 and ' 96

5 to justify the substitution.

6 | was trying to explain in ny testinony
7 one of the things as a practical matter people m ght
8 think about. It also neans that if you cone up with
9 sonething -- going back to ny exanple, if you find
10 out you have three nonths in both the substitute and
11 the supposed non-representative season, it still may
12 be non-representative, but you're probably focusing
13 on the wong factor.

14 You want to show why the difference.

15 Wat circunstances existed here that weren't there so 16
that the two seasons can be distingui shed as one

17 being nore representative than the other.

18 M5. MHELIC. And is this determnation to be

19 made on a case-by-case basis?

20 MR. ROMAINE: Yes, it is.

21 M5. MHELIC. Question 3(b), for a source

22 attenpting to show that an em ssions baseline limted 23
to 1994, 1995, and 1996 woul d not account for nornal

24 variation in that source's activity or reduction,
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1 what is neant by "a source would be expected to show
2 that the level of activity or mx of production has
3 consistently been higher in seasons other than 1994,
4 1995 and 1996?"

5 MR. ROVAINE: Again, | was trying to give a

6 further explanation of sonme of the things that we

7 mght run across and | was specifically thinking

8 about a circunstance where we woul dn't necessarily

9 consider one season, particularly an only season, to
10 be representative if it is perhaps a spi ke and no

11 longer representative of the present condition of

12 a source.

13 So, for exanple, you have a source

14 that, let's say, emtted 50 tons in the 1990 season
15 and it fluctuated between 25 in '91, '92 and '93 and
16 in "94, '95 and '96, it fluctuates between 25 tons.
17 1n 1991, a departnent was shut down. Then, we

18 certainly wouldn't take the position that you would
19 go back and pick up 1990 sinply because it has the
20 highest level of production you can cone up wth.
21 In fact, the departnent has been shut
22 down. There are six seasons that reflect the |ack

23 of that departnment. That is a nore typical condition 24

than if that departnent was there.
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M5. M HELIC. How many years of em ssions data

woul d be required to show that a source has
consistently been higher in other years in '94 to
"95? Could it just be one year or does it need to
be for nore than one year?

MR. ROMAINE: There is nothing in the rules
that specifies any particul ar nunber of years.
All you need is to provide justification. It is a
case-by-case determnation. |In fact, all the rule
tal ks about is production level, a mx, and | evels
of production. It doesn't even nention em ssion
dat e.

M5. MHELIC. Question No. 4, the follow ng

sentence in the testinony states, in your testinony,

again, it would be necessary to show that the higher

substitute |l evels of production will likely be

experienced in the future and that the | ower |evels

during 1994 to 1996 are not the result of sone
per manent change in the activity |evel source.
The standard for a source to show
that an em ssion baseline limted to '94 to '96
woul d not account for normal variations in that
source's activity or recent production?

MR ROMAI NE: No. The standard is stated

L. A REPORTING - (312) 419-9292



573

1 inthe rule Section 205.318(a)(2) that there are

2 non-representative conditions in 1994, 1995 and

3 1996.

4 Again, | was trying to provide sone

5 further explanation of how the agency woul d expect

6 sone situations to be dealt wth.

7 M5. MHELIC. If the source has sinply had a
8 reduction in emssions due to a decrease in custoner
9 orders, but expects that to increase, how can it

10 showthat it is not the result of sonme permnent

11 change?

12 MR. ROVAINE: Well, that's a brainstormthing
13 about what sources mght cone up with. Wat is the
14 reason it's lower now, but wasn't in the past? It
15 probably won't be in the future. It may be unusual
16 conditions for the customers, an overall slunp in

17 the custonmer market, sone gap between custoners where 18
there is normally transition where you go from one

19 custoner to another with transition periods.

20 Maybe there is a particular cause like

21 there was sone outdated equi pnment that was goi ng

22 downhill and nowit's been replaced, an old manager

23 has been rehired or a | abor contract renegoti at ed.

24 It's case-by-case determ nation. W
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1 are open to what other information the conpany can
2 cone forward and show the particul ar season should
3 not be representative or there were

4 non-representative conditions present.

5 M5. MHELIC. Those are all the questions

6 fromthe prefiled questions of January 27th.

7 Goi ng back to Section Xl, going on to
8 B., Section 205.302(b), existing non-ERMS sources,
9 (Question 1, that has been asked an answered. W
10 will withdraw the question. Asked and answered

11 as to Question 2. It's already been asked and

12 answered.

13 Question 3, why is a participating

14 source which makes a major nodification limted

15 to an allotnment of its actual em ssions before

16 the change requiring an offset of all em ssions

17 fromthe change constituting a major nodification?
18 MR ROMAINE: This is is a consequence of the
19 nonattai nnent new source review rules where you
20 haven't nmade your nodification and a source is
21 expected to obtain offsets from other existing

22 sources in the area to make room for those additional 23
em Ssi ons.

24 M5. MHELIC  Ckay.
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1 MR ROMAINE: It would be inconsistent with

2 the principals of new source reviewto then allocate
3 ATUto satisfy that offset obligation

4 M5. MHELIC. Follow ng question is why is the
5 source referenced in the question above not allotted
6 ATUs for all of the em ssions preceding the change

7 and the amobunt of em ssions by which it could

8 increase wthout becomng a major nodification then
9 being required only to offset those em ssions above
10 the major nodification threshol d?

11 MR. ROMAI NE: Again, that's a consequence of
12 nonattai nment area new source review. \Wien a ngjor
13 project conmes in, it is responsible for offsetting
14 all of the emssions fromthat major project. It

15 doesn't sinply offset that portion of the increase
16 that is greater than the major threshold. So if a
17 project conmes in wth 30 tons per year of em ssions

18 or 30 tons per season, it needs to offset that entire 19
amount. It doesn't offset the increnment of 25 tons

20 in ternms of the annual basis.

21 M5. MHELIC. As far as the questions set

22 forth in Section C. relating to Section 205.320(d),

23 | will withdraw Question 1 since it was answered

24 during his testinony earlier today.
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1 Going on to Question 2, does the 2
| anguage -- and I'mgoing to cite the above
3 question -- that occurred after 1990 nean that 4

a source that installed add-on controls prior 5 to

1990 with an overall control beyond that

6 required by the regulations, i.e., beyond controlled 7
em ssions by 90 percent, but is only required to

8 achieve 81 percent, and continues to use this control 9
after 1990 wll not be given credit in its em ssion

10 baseline for this voluntary over-conpliance?

11 This, | believe, has been asked and

12 answered today by your testinony. The answer

13 is yes, correct?

14 MR. ROVAINE: There are sone doubl e negatives 15
there, but yes.

16 M5. MHELIC. Since this is correct, isn't

17 it true that a source which installed control and

18 achieved reductions in em ssions greater than that

19 required thereby assisting the state in neeting its 20

ROP goal s bei ng penalized now for reducing em ssions 21

early?
22 M5. SAWWER: Could you hold on just a nonent?
23 Thi s question should probably be asked 24

of M. Forbes.
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1 MR. FORBES:. The answer to your question 2

is no. Sources nmaking such reductions have been 3
accounted for in the original Cean Ar Act

4 baseline which was established based on 1990

5 actual em ssions.

6 These reductions had the effect of 7

| owering the actual baseline and thus reducing

8 the reduction required to neet post-1990 ROP

9 requirenents.

10 M5. MHELIC. But if a source's post-1990

11 ROP requirenents up until this ERVS rul e never

12 changed, for exanple, it had an 81 percent control 13
requi renent, but still has an 81 percent overal

14 control requirenment, is it not being penalized for 15
reaching an 86 percent before, let's say, 1990 than 16
after 1990 because if it had done it after 1990, it 17
woul d actually get credit of ATUs for the difference 18 in
overall control ?

19 MR. FORBES: We don't believe those sources 20
really are being penalized, but being treated

21 consistently with the ROP requirenents that are

22 contained in the dean Air Act.
23 MR. SAINES. As a followup, your testinony --

24 you're stating basically that sources
that L. A REPORTING - (312) 419-9292
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over-control pre-1990 are benefiting fromthe
fact that based on that over-control, there is |ess
percentage of reduction that is currently needed
under these rul es?
| s that what you are basically sayi ng?

That's how they are benefiting?

MR. FORBES: That's correct. Actually, the
Clean Air Act requires that states use 1990 as their
base year to establish all future ROP requirenents
fromthat base. So whatever controls that were

cont ai ned on those sources are reflected on the total

em ssions for 1990.

13
14
15
16
17
18
19
20
21
22
23
24

MR. SAINES: |It's also true that those
i ndi vidual sources -- | nean, everybody is going to
be required under this ERVS rule to reduce the sane
percentage, all sources, those that control pre-1990
and those that decided not to control pre-1990,

correct? It's a 12 percent reduction from al

sources?
MR. FORBES: Right, except for whatever is
excluded in the exclusion parts of the rule.

MR. SAINES: So conpared to the other sources
affected by the program they are being treated --

they are not being given credit relative to the other
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1 sources for the excess reductions that they have 2
achi eved prior to 19907

3 MR. FORBES: They are sinply required to

4 nmeet the provisions of the Clean Air Act and the 5

act established in 1990 as a base irregardless of 6

what prior control existed. The actual em ssions 7

that existed is the basis for establishing al

8 future ROP requirenents.

9 MR. SAINES: But we are discussing ERVS

10 rul emaking, not the Clean Air Act. | nean, al

11 sources are required to conply with the Cean Air 12
Act. W are tal king about the ERMS rul emaki ng and 13 how
the ERMS rul emaki ng affects particul ar sources.

14 Qur question is sources that

15 over-control. Pre-1990 are not being given credit 16
in ternms of ATU allotnents for that control.

17 M5. M HELI C. Whereas sources after who did 18
it later are getting the credit.

19 MR MATHUR: Let nme answer that. The

20 Cean Air Act leveled the playing field in 1990. The 21
starting point for post-1990 air pollution strategies 22
starts with that presunption

23 So a source that made -- that thinks it

24 made extra reductions prior to 1990 by the passage
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of the Clean Air Act |lost any benefits that they may
have clained. The starting point is 1990.

M5. M HELI C | understand the starting point
is 1990, but some sources who reduced early are not
given credit under this programwhereas their
conpetitors may be given credit and additional ATUs
because they basically achi eved the same anount of

control later, perhaps five to ten years |ater.

M5. SAWER: Is that a question?

M5. M HELI C Yes. |'masking you, is that
correct?

MR MATHUR | --

M5. SAWER W don't know about any
i ndi vi dual source's conpetitors.

MR. MATHUR | don't think we want to debate
the issue. Any source that nmade nore reductions
than it needed to for 1990 started off 1990 with
its actual em ssions. That was how the Clean Ar
Act was witten.

The presunption on the part of the
agency is that all sources were neeting at | east
the required |l evel of reductions and brought in
conpliance when they estinmated the baseline in

1990.
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There are a few that are not. W shal
handl e them t hrough an enforcenent action. So the
ERMVS rul e cannot accommodate what the Cean Air Act
woul d not al | ow.

M5. MHELIC. Now, |I'mtrying to figure out
when you estimated em ssions, did you assune they net
only the required control or that they were actually
meeting the over-control in determning the year
19997

MR. FORBES: The 1990 baseline is based on
actual em ssions. So whatever control was in place
and however they were operating is represented in
that actual baseline of the 1990 em ssi ons.

M5. M HELI C Question B. has been asked
and answered by the previous questions and answers.

Question C. is wthdrawn because it
al so has been asked and answered by the previous
gquesti ons.

Going on to Question 3., if prior to
1996 a source has voluntarily reduced em ssions
by upgradi ng equi pnrent, but accepted |imtations
in construction and operating permts to avoid
triggering new source review applicability under

Part 203, will the source's reduction credits in
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its baseline em ssions determ nation be [imted
by the permt limt in the new source review
permt?

MR. ROMAINE: Yes. The baseline em ssions
determ nation woul d have to address the new source
review permt.

M5. MHELIC. WII the source receive ful
credit inits baseline em ssion determ nation for
all the reductions in emssions at the facility
due to the upgrade?

MR. ROVMAINE: That's really a case-by-case
gquestion. |It's pretty hard to answer it yes or no.
Certainly, there are circunstances where it assunes
all or gets all credit. There nmay be circunstances
where it does not get all of the credit due to the
way the construction permt was or the inplication
in the nonattai nnent area for the new source review.

M5. MHELIC. | guess, but if it has a new
source review permt with limted emssions, it
will only get up to the new source review permt?

MR. ROMAINE: That's the general concept,
yes.

M5. MHELIC. |1'mgoing to withdraw the

exanples set forth in Section | at this point in
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time because in the revised questions, there were 2

sonme -- there were revised exanples given. 1'Il 3 ask

that after all of the prefiled questions have 4 been

asked.

5

In Question B. there, it's withdrawm 6

based upon the previ ous answer.

7
8
9
10
11
12
13
14

THE HEARI NG OFFI CER: Let's take a
five-mnute break at this point.

(Wher eupon, after a short
break was had, the
foll owi ng proceedi ngs were
hel d accordingly.)

THE HEARI NG OFFI CER: Let's go back on the

record and we can continue with the questioning from 15

the coalition. Wenever Ms. Mhelic is ready, we

16
17

will start again.

M5. MHELIC. M. Saines is going to continue 18

w th your questioning now.

19
20
21
22

MR.  SAl NES: She needs a break.
Ckay. Picking up at Section Xl I,
pertaining to Section 205.400, seasonal em ssions

allotnment, A, 1., pertaining to the life of ATUs, 23

this question, for the record, involves a

24

hypot heti cal so bear with ne.
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1 May a source designhate that its ATUs
2 remaining fromthe preceding year be applied first
3 toits current year's em ssions, for exanple, in

4 1999, Conpany A had 40 ATUs renmai ning, in 200,

5 may Conpany A apply the 40 ATUs from 1999 to its

6 emssions in 2000, resulting in Conpany A having

7 perhaps 80 ATUs renmaining at the end of 2000 for

8 wuse in 2001 and so on?

9 MR, KOLAZ: The direct answer is yes, but

10 maybe a good reference would be Rule 205.530(b)(3).
11 What it specifies is that the agency will retire
12 ATUs in order of issuance. So it would not be

13 necessary for a participant to request that to be
14 done. That would be our normal procedure. |It's
15 actually the opposite if the account officer for
16 the participant wishes to retire ATUs in sone

17 different order. Then, they would have to request
18 that to occur by witing to the agency.

19 MR. SAINES: Ckay. Section B. is pertaining
20 to Section 205.400(c) regarding 12 percent further

21 reductions. W will withdraw Question No. 1 as being 22
asked and answer ed.
23 Question No. 2, has the agency assessed

24 the anount of reductions that nmay be needed based
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1 upon 1994 or 1995 actual em ssions?

2 MR. FORBES: The answer is no.

3 MR. SAINES: W can withdraw (a) as being

4 irrelevant.

5 Moving to question (b), if not, why

6 not?

7 MR. FORBES:. 1996 is the relevant year from
8 which to assess reductions for the purposes of the
9 three percent rate of progress plan.

10 MR. SAINES: | just have a clarifying 11
guestion. Isn't the actual em ssions that you 12

are requiring reductions frombased on 1990

13 actual em ssions as opposed to 19967

14 MR. FORBES: Well, the procedure for rate

15 of progress is to start with 1990 as the base year. 16
Fromthat, you would determ ne the requirenents

17 for the 15 percent rate of progress plan. That

18 establishes the reductions needed by 1996. For

19 the remainder of the three percent plan, then,

20 its reductions fromthat point continue on making the 21
necessary ROP denonstration.

22 MR. SAINES: Isn't it possible that the

23 Chicagol and area has already achieved the 12 percent 24

reducti on of VOM em ssions needed by over-conplying
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with the regul ati on?

MR. FORBES: It is possible although we don't
believe that that is |ikely.

MR. SAINES: Isn't it possible that a | ower
anmount of reductions is actually needed based upon
actual em ssions from 1994 to 19967

MR. FORBES. Again, it mght be possible. W
haven't determ ned that.

MR SAINES: We will defer Question No. 5
until the econom c inpact testinony.

W will strike Question No. 6.

Question No. 7, if a source becones a
"participating source" after 1999, does the |anguage
"shall be reduced by 12 percent in 1999" precl ude
t he agency from reduci ng such source's baseline
em ssions by 12 percent, that is, a Section
205. 320(b) source?

M5. SAWER | believe we al ready answered
that question. M. Romaine answered it. This is
sonmeone who becones a participating source after
19997

MR SAINES: Correct.

M5. MHELIC. The clarifying question was

in 1999, does it preclude the agency fromreducing

L. A REPORTING - (312) 419-9292
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t he new sources em ssions by 12 percent?

MR. FORBES: No, not in our opinion.

MR.  SAI NES: Moving to C. pertaining to
Section 205.400(d), further reductions beyond 12
percent, we wthdraw Questions 1, 2, 3 and 4. They
have al ready been asked and answer ed.

Question 5, if the agency determ nes
that further reductions are necessary, will the
agency be required to conduct a separate econonic
i npact anal ysis to assure that conpliance with the
ERVS rul e be as "cost effective" as the traditional
regul atory requirenents in Illinois?

MR, MATHUR  Let nme answer that this way.

In the opinion of the agency, we will have nmade a
denonstration that a trading programis economcally
superior to a conmand and control approach at the
end of this proceeding.

Wil e | cannot specul ate what our
approach will be the next tinme, | do not believe
that it should be necessary for the agency to nmake
that showing again. On the other hand, wll it be
required? | don't know. | don't know who will do
t he requiring.

M5. M HELI C: ls it true -- | nmean, as a
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foll ow up question, you're saying -- strike that.
Isn'"t it correct that the economc

i npact anal ysis was conducted based on a 12 percent
reduction and not on a, per se, 16 percent, 18
percent, or 20 percent reduction?

MR. MATHUR At this time, that is true.
The agency will expect to provide a technical
and econom cal reasonabl eness and feasibility for
the additional reduction. | don't believe it should
be necessary to do an econom c anal ysis agai n of
t he tradi ng approach versus a conmand and control
appr oach.

MR. SAINES: GCkay. W will strike Question

Going to Question B., wll the agency
only be assessing the econoni c inpact of achieving
the difference from 12 percent to a higher reduction
per cent age?

M5. SAWER: 1'll object to that question.
| think it calls for speculation. Wen we cone
back and do this kind of stuff, we will nake that
determ nation

THE HEARI NG OFFI CER:  Any response?

MR. SAI NES: Question C., doesn't Section

L. A REPORTING - (312) 419-9292
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1 9.8(c)(1) of the act require the agency to conduct
2 the same econom c inpact analysis using the higher
3 percentage of reduction figure in place of the 12

4 percent reduction -- further reduction figure?

5 M5. SAWER: 1'Il object to this question.

6 It calls for a legal interpretation of Section 9.8.
7 M5. MHELIC. | guess directing our --

8 speaking to the objection, there has been testinony
9 here of howthis rule conplies with Section 9.8 and

10 what the requirenents of Section 9.8 are.

11 | guess we're asking based upon the 12
i nvol venent by personnel at the agency in both

13 drafting that statute and adopting rul es that

14 apply with that statute, | don't believe it's a 15

|l egal interpretation. |It's just saying does

16 Section 9.8 -- would it require an econom c

17 analysis to be done at a higher percentage figure 18
than 12 percent?

19 M5. SAWER:  Ckay. Then, 1'Il object. It 20
requi res specul ation.

21 M5. MHELIC. | don't believe it requires 22

specul ati on because it's saying if in the future
23 you reduce further, would you have to do an economc

24 analysis --L.A REPORTING - (312) 4
9292
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M5. SAWER: It's naki

presunptions --

590

ng a | ot of

M5. MHELIC. -- it's just asking does the

act currently require that a separate econom c

anal ysis have to be done replacing the 12 percent

figure wth the higher

THE HEARI NG OFFI CER

Are you asking t

percentage figure?

Let me junp in here.

hat in the future,

t he agency has to reduce nore than 12 percent if

t hey have to cone back and do an econom c i npact?

M5. M HELI C: Yes.

THE HEARI NG OFFI CER

Hasn't that already been 13

answered by Bharat saying that at that tine,

14
15
16
17
18
19
20
21
22
23
24

we woul d have to cone back and do technica

feasibility and econom c inpact?

M5. M HELIC

an econom c i npact.

bel i eve,

He wasn't sure if he would do

He stated he wasn't sure,

if that would be required and |I' m aski ng

does Section 9.8 require that or not.

M5. SAWWER: | think t

interpretation. | think that

val i d.

M5. MCFAVWN. Vel |,

ori gi nal

guestions that were

L. A REPORTI NG -

hat's a | egal

that objection is

woul d you like -- the

all agreed upon were

(312) 419-9292



591

| egal questions, do you want to answer this in
witing then?
M. Mathur, do you want to answer that
now?
MR, MATHUR I'll answer it.
M5. McFAWN. G eat.
MR. MATHUR  First of all, what | answered

earlier, Tracey, was | do not believe that the

© 00 N o o b~ w N Pk

agency should be required to do an econoni c i npact
10 analysis on a trading approach versus a command 11
and control approach.

12 The second part of my answer, which 13
| shall repeat, was when the agency cones back 14 for
addi tional reductions through a separate

15 rulemaking, we will inply the provisions of the 16
requi renent of the Environnmental Protection Act 17

under which the agency will propose in the next 18
round of rul emaki ngs.

19 M5. MHELIC. Ckay. Coing back to that 20
answer, then, you said that you don't believe it

21 should be required. Does Section 9.8(c)(1) require
22 you to do an econom c inpact analysis at any further
23 reduction rate as conpared to the conmand and control 24

process?
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M5. SAWER M. Mathur went on to say that
we w il do whatever economc -- we will do what's
requi red by the Environnmental Protection Act. |If
you are asking for something nore, you are asking
for a legal interpretation.

M5. MHELIC. |I'masking if the act currently
requires that?

M5. SAWWER: | object. That's a |egal
interpretation.

THE HEARING OFFICER: | think -- I'm| osing
the question again, but | think what you are asking
isif there is further reduction beyond 12 percent,
which is required currently by the rules, if there
is a further requirenent, does the agency have to
conme back to adopt -- in ny mnd, do they have to
come back and adopt rules that require further
reduction pursuant to 9.8(c)(1)?

M5. SAWWER: |Is that the question?

M5. MHELIC. Well, I"masking if at that
time their econom c inpact analysis would have to
i nclude a conparison basically of the conmand
and control requirenents and that an 18 percent
reducti on anount, not just a 12 percent -- assum ng

it's an 18 percent reduction anmount and not just a

L. A REPORTING - (312) 419-9292
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12 percent reduction anount -- so they have to cone
back and do the econom c inpact analysis they did
here, not at the 12 percent figure, but an 18 percent
figure?

M5. SAWER  Has anyone rul ed on ny objection
here? | mean, | think this is a |egal
interpretation.

THE HEARI NG OFFI CER:  Bonnie, I'mtrying to
figure out what the question is --

M5. SAWER:  Ckay.

THE HEARI NG OFFICER:  -- so | can real whether 12

not it is a legal interpretation.

M5. SAWER:  Ckay.
THE HEARI NG OFFI CER:  So t he questi on,

think, has been if there are further reducti ons above 16

percent, 18 percent, do they have to do an

econom ¢ inpact and a feasibility presentation and |

think the answer is -- and Bharat's answer was that | 19

don't think we have to cone back and show the trading 20

programis not econom cally reasonable at the 12

21

percent reduction and then he went on to say, correct 22

me if 1'"'mwong, that we have to cone back for

23
24

another rule for the board for further reductions

beyond 12 percent. | think the answer -- the final
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1 answer was that they would require a rul emaking for
2 themto show econom c inpact and technical

3 feasibility.

4 M5. MHELIC. | understand all of that.

5 THE HEARI NG OFFI CER:  So you' re aski ng

6 whether or not the additional reduction based on

7 the 12 percent that would have to be done in the

8 rul emaking before the board would require an

9 economc inpact and technical feasibility

10 presentation?

11 M5. MHELIC. No. | guess |I'massum ng that
12 it would. I'massumng that it would have to have
13 an econom cal and technical feasibility inpact.

14 " masking in the econom c i npact

15 analysis, what would they have to denonstrate that
16 it was the difference between 12 percent and whatever 17
further reductions were or the 1996 figure to

18 whatever the further reductions are.

19 THE HEARI NG OFFI CER:  Then, | think I'm goi ng
20 to agree with Bonnie that it's going to be a | egal
21 interpretation of how nuch they have to denonstrate
22 to the board to denonstrate econom c inpact and
23 technical feasibility. | don't know what that would
24 be at this point. | don't think that M. Mathur can

L. A REPORTI NG -
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1 testify what the legal interpretation of that would
2 be and what the board would rule that would be

3 sufficient.

4 M5. MHELIC. In one foll owup question,

5 M. Mthur, | believe, and M. Kanerva were invol ved
6 inthe drafting of this statute. | guess the proper
7 question would be was it the intent at that tine when
8 they were drafting the statute to do such an

9 economc -- or what was their intent with regards

10 to the econom c inpact analysis that woul d be

11 required later or was that just not considered

12 because at that tinme it wasn't a phased approach?

13 MR. MATHUR  That is correct.

14 M5. MHELIC. It wasn't considered because

15 it was not a phased approach at that tinme?

16 MR. MATHUR At the tine that the |l egislation

17 was worked out, the feeling was that the agency would 18
cone in with a degree of reductions sufficient to

19 show attai nnment.

20 Now t hat we have come in wth partia

21 reduction for the reasons expl ai ned before and having 22
done an econom ¢ conparison of the tradi ng approach

23 versus command and control approach, it is our

24 opinion that that particular analysis should not

L. A REPORTING - (312) 419-9292
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MR. SAINES: Mving right along, Section D.

pertaining to Section 205.400(f), regardi ng new

participating sources, we wll

w t hdraw Questi on

Nos. 1, 2 and 3. Those have been asked and

answer ed.
Question No. 4, i

source whi ch comences operati

S a new participating

on between 1996 and

1999 subject to 1.3 to 1 offset requirenent and not

the 12 percent reduction requ
M5. SAWER  The questi

presunptions. | don't know.

cl ean up sone of those things.

MR. ROVAINE: The initi

rement ?
on nmakes a coupl e

Maybe, Chris, you can

al problemthat we have 15

that we have to find new participating sources as

sources that begin operation after May of 1999.

M5. MHELIC. So it would be a participating

source that increases eni ssions?

MR. ROVAINE: It appears that you are

di scussing sonething that is a participating source.

Participating sources are existing sources that are

encunbents. They woul d be expected to operate under

the current new source review

If this invol ves

L. A REPORTI NG -
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a major nodification, they would have to address the
of fset requirenent as it would be on the present and
they have to have a | ow em ssion rate and that would
address their operation. They would then go through
the allotnment process and end up with an allocation

of ATUs.

MR, SAINES: Question No. 5, is new
participating source, which commences operation after
1999, subject to the 1.3 to one offset requirenent
and not the 12 percent reduction requirenment?

MR. ROMAINE: Again, | need to clarify -- |
understand the question to be asking would this be
a new participating source? It would -- presunably,
you are dealing with a major nodification here.
Presumably, we woul d have an obligation for a
Maj or new sour ce.

They do have offsets that woul d be

satisfied through the trading program They would be 19

required to hold 1.3 ATUs for each 200 pounds of new

20
21
12
23
24

em ssions rather than a one to one ratio. Because
they woul d be obtaining their ATUs on the market, the 22
percent reduction isn't relevant.

MR. SAINES: Ckay. Section E., pertaining to
Section 205.400(g), related to existing non- ERVMS
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sources maki ng maj or nodifications, the question is,
wi |l the agency reduce baseline em ssions for these
sources by 12 percent?

MR. ROVAINE: The answer is yes. These are
exi sting sources. They are encunbents. |In general,
they are baseline em ssions that would be reduced 12
percent beginning their allotnent unless -- to the

extent that there are excluded em ssi ons.

© 00 N o o b~ w N Pk

MR, SAINES. Section Xlll, pertaining to

[
o

Section 205. 405, exclusions from further reductions,

[ —
[ —

Section 205.405(a), NESHAP, MACT, LAER and direct

=
N

conbustion units, Question 1, an existing source

13 applies for and receives a case-by-case determ nation 14
that it's unit conplies with a MACT standard and not

15 wth a pronul gated MACT standard, will this unit be
16 exenpt fromfurther reductions requirenent?

17 MR ROMAINE: | really need clarification.
18 What is this mechanismor process for a source to
19 receive a case-by-case determ nation that conplies
20 with MACT that you are referring to?

21 MR. SAINES: For instance, under the Title 5
22 permt, non-categorical MACT standard.

23 MR ROMAINE: |'mnot famliar enough with

24 the MACT programto answer it in those ternms. |
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1 think the answer | would have to say is the sinplest
2 approach for this source to be pursued is the best

3 avail abl e technol ogy determ nati on.

4 M5. MHELIC. Follow ng up on that question,
5 that could be nore stringent than a MACT standard

6 that you testified to earlier, isn't that correct?

7 | guess it underlies -- just to clarify
8 it, an underlying assunption is that MACT sources are
9 exenpt in the 12 percent further reduction

10 requirenent, correct? Units have to conply with the
11 MACT st andard?

12 MR. ROVAINE: That's correct. | guess

13 I'mnot famliar enough with the case-by-case

14 determ nation of MACT standards, but where a

15 case-by-case determ nation of MACT woul d seemto be
16 getting back to the case-by-case determ nation of

17 best avail able technology, this is very specul ative
18 how this would end up being treated.

19 M5. MHELIC. To clarify the question, under
20 MACT, you either have MACT pronul gated -- under the

21 MACT standards, if a deadline is approaching by which 22
a MACT standard is being pronulgated for a specific
23 source, let's say, in 1990 -- let's use the 2002

24 year, that's the year that you have to have a MACT
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1 standard, and this source wants to conply with a

2 MACT standard early, but there isn't one, so it goes
3 in and gets a case-by-case determnation, it seeks

4 a case-by-case determnation fromthe state, if it

5 conplies with that case-by-case determ nation that

6 the state agrees that -- gives it this case-by-case

7 determnation, would that unit, then, be exenpt from
8 the 12 percent further reduction required? ?

9 MR, SUTTON: M personal reaction is that it's
10 alittle bit farfetched that sonebody woul d pursue

11 that. The primary reason you woul d have to have a

12 MACT determnation is if you have a major expansion
13 under 112(g) and you have to have an i ndividual MACT
14 determ nation.

15 Under 112(j), you would if the U S. EPA
16 failed to, and even in that case, they failed to in
17 having cone up with a -- their own pre-MACT as a

18 gquideline, then, a source would have to do that. ['m 19

not sure why they would on their own voluntarily come 20 in
with a MACT determnation. |If not, why wouldn't

21 they just conme in and ask for a BAT determ nation?

22 | don't know the rel evance.

23 M5. SAWWER: Yes. | think Don's -- | nean,

24 the way you depicted a case-by-case MACT
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determ nation is not the Clear Air Act's version
or what we do under permtting. | think that's
what Don is clarifying.

M5. MHELIC. So you woul d never have a
source that cane in under a -- asking for a
MACT determ nation? You would not give thema
case-by-case MACT determ nation? ?

MR, SUTTON. Well, Tracey, |'m having trouble

© 00 N o o b~ w N Pk

ascertai ni ng why sonebody would want to do that.

10 M5. SAWER: There are only certain situations 11
where they can do that.

12 MR. MATHUR  Let nme answer that, Tracey.

13 There are several circunstances in which 14
a conpany would cone in and get a MACT determ nation

15 early or in the absence of the federal MACT, the

16 state could provide the MACT. Circunstances are laid 17
out in our CAAPP program

18 | think the inportant thing to renenber

19 is however that occurs, there has to be a fornmal

20 determnation of MACT. | don't believe a conpany can 21
cone in and say that | know that in 2010, the EPA is

22 going to conme out wwth a MACT for ne that says X and

23 |1'mgoing to do X now.

24 Should there be a formal determ nation
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of MACT either by the U S. EPA or by us under the
vari ous provisions provided and the conpany el ects
to have that determ nation done early, the agency
does it, there is a formal MACT determ nation, then,
| would say that particular unit has net the test.

MR SAI NES: Question 2, when nust the
source conply with the NESHAP, MACT, or LAER standard
to obtain this exenption?

MR. ROMAINE: Prior to the baseline em ssion
determ nation

MR. SAINES: |If a unit conplies with a MACT
standard in 1996, but this standard changes before
1999 and this source does not conply with the new
standard, will this unit still be exenpt fromthe
further reductions?

M5. SAWER: | think that the scenario is too
hypot het i cal .

MR, SAINES: | don't.

M5. SAWER  Well, we aren't prepared to
answer it.

THE HEARI NG OFFI CER  Can - -

M5. MHELIC. | guess the question would be
when woul d you be prepared to answer it?

M5. SAWER: Can you nmeke it nore specific?

L. A REPORTING - (312) 419-9292
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M5. MHELIC. |If a company currently has
control on a unit that neets the current MACT
standard, but additional control devel ops because
of new technol ogy and that technology is devel oped
before 1999, let's say, it was a MACT standard
promul gated a year or two ago, and so basically,
it doesn't comply with the new standard?

M5. SAWWER: | guess ny question is has this
happened? | nean, is this sonmething that --

M5. MHELIC. It could happen

M5. SAWER: Well, then, it seens kind of --

M5. MHELIC. | guess the question is would
this unit still be exenpt fromfurther reductions
requi renents?

MR. ROVAINE: Well, | guess, are you
suggesting that the U S. EPA will have reopened
its original MACT determ nation and established
a new refined MACT standard?

M5. MHELIC  Yes.

MR. ROVAINE: | think that would not be a
factor. They will have MACT at the tinme of the
basel i ne em ssions determ nation -- the subsequent
MACT determ nation. The refined rulemaking is

down the road and post -- after the baseline em ssion
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determ nation point. |'mnot sure why U S. EPA woul d
reopen a MACT determ nation that shortly after having
made it. ?

MR. SUTTON: And in any event, you have three
years to conply once they do, in nost cases.

MR, SAINES. W withdraw Question 2(b) and
2(c).

|"masking to ask 2(c). |If the standard

changes after 1999 and the unit no |onger neets the
new standard, will the source |ose this exenption?

MR. ROMAINE: We have given themthe
exclusion. W won't anticipate they are going to
lose it. | would suggest that they probably do want
to conply with that new standard or they are in
vi ol ati on.

M5. MHELIC. You are not saying they would
| ose their exenption from 12 percent?

MR. ROMAINE: |'mnot saying they would | ose
there exclusion from 12 percent.

M5. M HELIC. They woul d?

MR. ROMAINE: |'mnot saying that they would
| ose their exclusion from 12 percent.

MR SAINES: We will withdraw Question No. 3.

Question 4, is it true that

L. A REPORTING - (312) 419-9292



1 Based upon the | anguage of Section 205.405(a), the

2 replacenent unit does not need to be in operation

3 prior to 1999 to be excluded from further

4 reductions?

5 MR. ROMAINE: That particular provisionis

6 one of the artifacts left in the proposal fromthe

7 previous version that we deleted in our errata

8 earlier today.

9 MR.  SAl NES: Okay. A followup question is
10 that question answered based upon the changes in 11
your --

12 M5. MHELIC. That's deleted, right, that 13
section?

14 MR. ROVAI NE:  Yes.

15 MR. SAINES: Ckay. |In that case, we wll 16
W t hdraw Questions 5 and 6. Section B., is

17 pertaining to Section 205.405(c), agency's

18 determ nation of exclusion, Question No. 1, if 19

a source | oses an appeal of denial of a BAT

20 determnation and as a result, the source exceeds 21
its ATU allotment from previous years, wll this 22
exceedance be considered an em ssion excursion?

23 M5. SAWER: This question, | believe, is 24

the same as a question that we deferred earlier

L. A REPORTING - (312) 419-9292
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| would hope we could defer this one also. | think
you asked us essentially the sanme question earlier
and we deferred it. So we will answer this one at
t he sane tine.

MR. SAI NES: Ckay.

M5. MHELIC. So why don't we say that you
will answer 2 and 3 follow ng?

M5. SAWER:  Yes.

M5. MHELIC. That will be deferred too?

M5. SAWER  Yes, okay.

MR. SAINES: Ckay. Qur Section XV,
pertaining to Section 205.410, participating source
shut downs, we will w thdraw Question A

Question B. is if the 12 percent further 15

reduction is all that is necessary for the agency to

16
17
18
19
20
21

nmeet the purpose of inplenenting these rules, why is
a source which already reduced em ssions by 12
percent only allotted 80 percent of its ATUs when it
shuts down?

MR. ROMAI NE: As explained, that was a

conpri se between the divergent viewpoints of affected 22

sources and environnmental groups.

23
24

MR. SAINES: Qur Section XV is pertaining

to Section 205.480, em ssions reduction generator.
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Question A, why is an em ssion reduction generator
limted to the Chicago ozone nonattai nnent area,
particularly if the agency is considering the
findings of the ozone transportati on assessnent

group, OTAG in devel oping these ERMS rul es?

MR. MATHUR | think | have answered this
question about six tinmes, but I'll do it one nore
tine.

MR. SAINES: GCkay. W'Ill withdraw this
questi on.

MR. MATHUR  Ckay.
MR. SAINES: Ckay. W will w thdraw Question
B(1l) as being asked and answered.

Question No. 2, why does the agency
prohi bit sources fromobtaining credits from
sources which shut down all or part of their
operations prior to 1996 particularly since
the agency is basing this programon 1990 data?

MR. FORBES: |I'Ill answer that question.
The agency has relayed in its 15 percent rate of
progress plan on shutdown sources as hel ping to neet
the state's requirenents under that 15 percent plan.

Al so, the agency is not basing this

program or any reductions fromit on 1990 em ssi ons.
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It's basing it on the inpact of those 15 percent
measures of 1996 em ssions | evels and three percent
ROP requirenents fromthat point.

M5. MHELIC. | have a question there. How
did the agency cone up with the nunber of sources
that were shut down?

MR. FORBES. How did we conme up with the
nunber of sources that were shut down?

M5. MHELIC. That were shut down by 19967?
You said you relied upon that in your 1996 --

MR. FORBES: Wat we had at the tinme that
we prepared the 15 percent plan is we indicated that
that was one el enent of the plan just as the various
ot her stationary source control requirenments were
and ot her neasures.

We have had an estimate at the tine
that we prepared that plan as to the nunber of
shutdown facilities and we quantified that nunber
based upon the permts that had been w thdrawn at
that time. Since that tinme we have identified
t hose through the permt w thdraw procedure.

M5. MHELIC. \What if sources still haven't
w thdrawn their permts to date that they shut down?

Wul d they be consi dered?
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If the source itself is not

officially wwthdrawn and it's a permt fromthe

agency, we presune that it is

M5. M HELI C: So that -

still operating.

- could that source

still participate in the ERVS programeven if it's

no | onger actually conducting operations at that

facility?

MR. FORBES: Possibly.

to review the circunstances.

M5. M HELIC

| think we woul d have

VWhat circunstances would al |l ow

a source to participate in the ERMS progranf

MR FORBES: |'m sorry.

gquestion?

14
15
16
17
18
19
20
21
22
23
24

M5. MHELIC: You said

Wul d you repeat your

that it could

possibly -- you had to review the circunstances and

l"mtrying to find out what circunstances woul d

al l ow such a source to get credit under the ERM

programto actually participate or cone up with the

12 percent

reduction and be able to sell all of

their other ATUs.

MR FORBES: Well, to be honest, | haven't

actual ly thought of that circunstance. So |I'm not

sure of al

consi der.

of the particulars of each one to

t hi nk we would have to | ook to be sure
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that it had not been already included and to
be sure that it wasn't already wthdrawn for sone
reason.

M5. MHELIC. Do you have a list of sources
that had permts withdrawn that you relied upon in
your 1996 goal s?

MR FORBES: |I'msorry. | mssed the first
part of your question.

M5. MHELIC. Do you have a list of sources
that had withdrawn their permts and upon which you
relied upon that withdrawal for your 1996 goals so
a source could find out if it was actually relied
upon?

MR. FORBES: Yes.

M5. MHELIC. You do?

MR. FORBES:. At |east we could prepare those.
We have those identified.

MR SAINES: We will withdraw Question Nos. 3,

and 5.

Question No. 6, what if a source
curtails the seasonal production prior to 1999 with
a received credit for actual em ssion reductions in
1999 and thereafter?

M5. MHELIC. This goes with specific |anguage

L. A REPORTING - (312) 419-9292
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of the rule.

M5. SAWER  Coul d you give us a nonent
on this? | want to | ook over this provision.

MR SAINES: Sure.

MR. FORBES: GCkay. | think that would be only
if the curtail nent continues through 1999 and beyond
and that curtailnment would be fromthe production
| evel for the two seasonal allotnment periods prior
to the year of curtail nent.

M5. MHELIC. Could you state that |ast part
again or could she read it back?

MR. FORBES: The year of -- the curtail nent
woul d be based on the average production |evel for
the two seasonal allotnment periods prior to the year
of curtail nent.

MR. SAINES: Qur Section C. is pertaining
to 205.408(f), agency determ nation, Question 1
why is the source only given 15 days to appeal a
deni al of an em ssions reduction generator proposal
when nost ot her sources are provided 35 days to
appeal the agency's decisions?

M5. SAWER | would like to request that
we coul d defer that question or actually, 1 through

5 C, 1 through 5.
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M5. MHELIC. To a |ater date?

M5. SAWER:  Yes.

MR. SAINES: Section D. is pertaining to
Section 205.480(g), life of em ssions reduction
generator's ATUs, Question 1, why are ATUs generated
fromem ssion reduction generators valid only for
one year in Section 205.480(g)(6)?

MR. ROMAINE: This particular provision

© 00 N o o b~ w N Pk

deals with em ssion reductions that are not nade

10 enforceable by a permt. These are sinply reductions 11
t hat appear at the end of a season. Accordingly,

12 this may be a one-tine event if we cannot be assured
13 that it's permanent or have any sort of certainty of
14 how long it would continue.

15 The general feeling was that the reason
16 we have gone for a two-year life for ATUs relates to
17 the phil osophy for banking. It encourages people to
18 nmake extra reductions because it creates nore val ue
19 for any em ssion reductions.

20 However, if a source proceeding on a --
21 or a non-participating source is only proceedi ng on
22 a season-by-season basis, it is not necessarily

23 subject to any incentive to provide any reduction.

24 1t may sinply be taking advantage of an em ssion
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reduction that occurs.

It doesn't really fit into the banking
type scenario. It was for that reason that we
limted the worth or the lifetine of those type of
ATUs to a single season.

MR, SAINES. CQuestion 2, may a source
desi gnate the use of the ATUs fromthe em ssions
reduction generator towards its reconciliation of
ATUs prior to the use of its own ATUs?

MR, ROVAINE: It certainly could.

THE HEARI NG OFFI CER: Before we go on, just
point out to the agency, is your Section 480 letter
correct? | think there are two Ds in there.

M5. SAWER: You're right.

THE HEARI NG OFFI CER:  You can take care
of that at a |ater date. Just don't forget about
it.

M5. SAWER  Yes.

THE HEARI NG OFFI CER:  Thank you.

MR, SAINES. Qur Section XVI, pertaining to
Section 205.490, inter-sector transaction, Question
A, 1., to what standard of review is the agency
held in conducting its review of the transaction?

M5. SAWER: Hol d on one second. Can we
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wi t hhol d that question or defer that question?

M5. MHELIC And A, 2.7

M5. SAWER: And A, 2.7

MR. SAINES: Sure.

Is it appropriate to continue asking
gquestions in the absence of M. Ronai ne?

M5. SAWWER: | didn't even notice that he
st epped out.

THE HEARING OFFICER:  It's 4:00 o' cl ock ri ght
now. | was hoping to go about 4:30 today and see
how far we got. Maybe we can just go off the record
for a second while Chris is gone.

(Wher eupon, a di scussion
was had off the record.)

THE HEARI NG OFFI CER: Let's go back on the
record and conti nue.

MR. SAINES: GCkay. Continuing on to
Section B., pertaining to Section 205.490(a),
regul at ory based proposal, Question 1., why does
t he agency need 45 days to review a transaction
pr oposal ?

M5. SAWER: Maybe | didn't make this clear.
| was hoping that we could defer A, B., and C

MR. SAINES: Oh, ny apol ogies. W can agree

L. A REPORTING - (312) 419-9292
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to that.

M5. MHELIC Actually, at that point, then,

we have questions relating to David Kol az's testinony

at the end of our prefiled questions in Section --

THE HEARI NG OFFI CER:  Section XXl I, Page 227
M5. MHELIC. Section XXIlI, specifically
XXI'l'l, B., and there are sone questions --

specifically questions 8 through 12 that deal
wi th ERVS dat abase.

Wuld it be appropriate to ask those
gquestions at this point because it would fit into
this section?

THE HEARI NG OFFI CER  Sure. Let's do that.

M5. SAWER: Which section are we at?

M5. MHELIC W're at XXIIl, B., dealing
wi th questions of Dave Kol az's testinony.
Specifically, I'mtal king about Questions 8 through
12 only at this tine.

MR. SAINES: Question No. 8, is a functioning
ERMS dat abase critical to the successfu
i npl enentation of the ERMS rul es?

MR, KOLAZ: | would say the answer is yes.

MR. SAINES. Question 9, if the ERVS dat abase,

di scussed on Pages 5 through 10, does not

L. A REPORTING - (312) 419-9292
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dat abase exi st at the

time of the pronul gation of these proposed rul es,

how can the ERMS rul es be promul gat ed?

MR KOLAZ: Well, | don't think the -- |

think the inplenentation of the ERVS rules wll

depend upon the ERMS dat abase,

but | don't believe

the promul gation of the ERVS rul es requires that

there be a database already in place.

In fact, to a large extent, the finally

pronmul gated ERMS rul es defines the scope and

functionality of the ERVS database. So it would be

premature to have the database in operation or under

construction at this point.

MR, SAINES. As a followup to that, in your

opinion, howlong will it take the agency and its

outside contractor to start fromscratch and create

a database once it's determned that the rules are

promul gated in their final fornf

MR, KOLAZ: Well, there are several conponents 20

t he dat abase, not all of which
at one time.

For exanple, the

need to be on-line

ERVS application

portion needs to be in place by January 1, 1998,

and we are confident that that will be in place.

L. A REPORTI NG -
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We anticipate having the transaction
account database fully tested and functional by
January 1, 1999, which will be adequate tine.

But our estimates fromtal king with people who

are experienced with this is that once the contract
is issued, it should take about one year to have
everything tested and operational .

MR SAINES: W will wthdraw Question 10
as being asked and answered.

Question 11, shouldn't the adoption
of the ERMS rul e be contingent upon the conpletion
of the functioning ERMS dat abase?

MR, KOLAZ: | would say no.

M5. MHELIC. Wiy not if it's critical to
successful inplenentation of the ERVS rul es?

MR, KOLAZ: Well, again, | think the purpose
of the ERMS database is to serve the rule, not the
opposite. So | think it's nore inportant that the
ERVS rul e be promul gated and then the ERMS dat abase
be devel oped. | think the ERVMS dat abase shoul d
m m ck the rule and not vice-versa.

MR, SAINES. Question 12, how wil |

informati on contained in the ERVS dat abase be

617

protected from outside sources; for exanple, conputer
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hackers, conpetitors, citizen groups?

MR. KOLAZ: There are several ways to answer
t hat question. Maybe | should actually ask for a
clarification of the question.

Rat her than do that, | think everyone
who has read the rule can see that there are
conponents of the rules that define the ERVMS
dat abase and describe the data that needs to be
avail able to public groups and to various ot her
entities.

" mtaki ng your question to nean how
can we protect the actual transaction account from
a mani pul ation or a danage. The answer to that is
that right now, there are banking and marketing
firms and nutual funds, for exanple, that do all ow
on-line access to transaction accounts and there
are neans avail able to protect those accounts.

| nmean, there are various |evels
and types of security. W haven't -- we have not
specifically arrived at the particular security
schenme that we wll use, but we do intend on using
a very intensive level of security to protect the
actual account from any tanpering.

Now, there are, as | mentioned, several
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pi eces of data that we will be in the transaction
account that is accessible to various people
according to the rule.

Qur intent there is to actually provide
sort of an interface between the transacti on account
and the public part of the database so that people
who are accessing information em ssions data will not
actually be going into a transaction account.

It wll be contained in a different
part of the data system Account officers wll
have -- be the only ones other than the agency to
actually be able to go into the transaction accounts
to mani pul at e dat a.

M5. MHELIC. WII participating sources be
gi ven an opportunity to review the proposed dat abase?
MR, KOLAZ: That's our intent, yes. | nean,
maybe not -- |I'mnot sure that we will allow -- be
able to allow every participating source to have an
opportunity to review, but to the extent that we
have all owed, you know, outreach and other different
types of groups to work with us and design the rule,
we intend on continuing with that sanme |ine of
reasoni ng in designing the database.

MR. SAINES: | have one foll ow up question.

L. A REPORTING - (312) 419-9292



© 00 N o o b~ w N Pk

N NN NN R R R R R R R R R
A W N P O O 00 N O O B W N +—» O

You alluded to the rule providing for certain types
of information to be avail able and open to the
public generally. Could you el aborate what types
of information?

MR KOLAZ: Well, | could do that, but it
woul d be easiest by just reading fromthe rule.

M5. MHELIC: Just refer us to a section and
that will be fine.

MR, KOLAZ: |If you would, just give ne a
monent .

M5. MHELIC  Ckay.

MR. KOLAZ: Okay. |In Subpart F, market
transaction, under Section 205.500, ERMS dat abase,
Section A describes the types of information that
are avail able on the database to the public
actual ly.

MR. SAINES: Ckay. So now we are goi ng
go back to the section or questions pertaining
to the specific section that was foll om ng where
we were at, which | think were all for --

M5. MCFAWN.  Were the remainder to the
questions for M. Kolaz deferred?

M5. MHELIC. They are because they don't

relate to this specific question. They relate
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nore to his general testinony that was prefil ed.

MR. SAINES: GCkay. This is on Page 20 of
our -- I'msorry. Section XVII, account officer,
has the agency established an account officer
trai ni ng progranf

MR. NEWION: We have not.

MR, SAINES: Wen will the agency establish
such a progranf

MR. NEWON: W have already begun. W are
in the process of developing it now.

MR. SAINES. In your opinion, do you have
a projected tinme when that will be conpleted or
an estimated tinme of conpletion?

MR, NEWON: | would say in six nonths, we
will have the -- we will have nost of what we need
to do that. W probably won't start giving actua
training in six nmonths, but we wll in advance of
the first season

MR. SAINES: We will withdraw C., Letter C

Pertaining to Section 205.530, ATU
transaction procedures, as it pertains to Section
205.530(a)(5), prohibition of the use of ATU
transfers after Decenber 31st --

M5. MHELIC. | believe this is going to
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1 be deferred. It's along the sane lines as all the
2 other questions being deferred.

3 M5. SAWER | think we are prepared to answer
4 this one.

5 MR. SAINES. |s there an exception to

6 this rule for a source who has petitioned for a

7 inter-sector transaction proposal approval and is

8 denied and/or who has appeal ed an agency deci sion

9 to provide an opportunity of this source to obtain
10 ATUs for the previous year's em ssions which were
11 the subject of such procedure?

12 MR. KOLAZ: The answer to that is the rule
13 does not contain an exception.

14 M5. MHELIC. So in essence, that neans if

15 a source thought they had an intersecting transaction 16
t hat woul d be approved and it is denied at the end

17 of a season, there is no cure other than perhaps it

18 goes with the em ssions excursion?

19 MR. KOLAZ: Could you repeat the question.

20 M5. M HELI C | can clarify the question if

21 you want.

22 MR KOLAZ: Well, | don't need a

23 clarification. | just thought maybe the court

24 reporter could read it back.
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(Wher eupon, the requested
portion of the record was
read accordingly.)

MR, KOLAZ: The rule, as | nentioned, does
not contain provisions for an exception, but the
inter-sector transfer part of the rule that has
been deferred, or at |east questions regarding
that that have been deferred, really allows for
a tinme frame under which people should anticipate
the need to obtain approval.

In other words, it's a fixed tine
frame. You should be able to plan for these types
of things, but the way the rule is witten is a
source wll be expected to hold ATUs at the end of
the reconciliation period sufficient to cover the
em ssions for that year.

Now, | suppose there are any nunber of

hypot heti cal situations that could be envisioned

that mght tend to either support the agency's view

that you need to hold ATUs or maybe in sone extrene

exanpl es, m ght even cause the agency to favor the
type of relief that you seemto be alluding to, but
| believe the agency's view is during the process

of petitioning the board for reconsideration, that

L. A REPORTING - (312) 419-9292
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1 would be the npst adequate tinme to determ ne that

2 there is sone type of relief that is needed. | think

3 we feel it's difficult to anticipate this in such a

4 fashion that it could be appropriately defined in the

5 rule.

6 M5. MHELIC. So you're saying that a source

7 could perhaps | ook toward a vari ance or sonething or

8 an adjusted standard fromits --

9 MR. KOLAZ: Well, I"'mnot really anticipating
10 that precise type of relief, but I think that would
11 be the nost opportune way and best way to handl e
12 specific types of situations through that process.

13 M5. MHELIC. In a sense, if a source can't

14 get a variance or an adjusted standard and it's going 15
t hrough the appeal process, but an appeal is not

16 heard before the next season, | guess what happens

17 to that source?

18 VWhat if it has to reduce its em ssions

19 by 30 percent under the new em ssion excursion

20 progranf?

21 MR. KOLAZ: Well, | think that that's the

22 point. The way the rule is witten right now, the

23 source wll be required to hold ATUs equivalent to

24 its VOM em ssions in the season. Therefore, it's
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1 going to have to determ ne that those ATUs are

2 actually valid and in place.

3 So to the extent that they are relying
4 upon, let's say, an inter-sector transfer that has
5 not been approved, then, those ATUs are not

6 avail able.

7 M5. MHELIC. Right. But you are allowed to
8 appeal that determnation --

9 MR. KOLAZ: That's correct.

10 M5. MHELIC. -- pursuant to the rules?

11 MR. KOLAZ: Right.

12 M5. MHELIC. What |I'msaying is what if you

13 wn that appeal, you would win that appeal a year

14 or a year and a half later?

15 MR, KOLAZ: Yes, or you could win the appeal

16 before the season when you need it.

17 M5. MHELIC. Right. But if you don't win the 18
appeal and it's still pending before the next season

19 and you take away that source's ATUs, would you give

20 them back if that person wins the appeal ?

21 M5. McFAWN.  Wbul d you even issue ATUs is what 22
she' s sayi ng.

23 MR. KOLAZ: ATUs woul d not be issued until

24 they were resolved. | nean, that's why | nentioned
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any nunber of hypothetical situations could be
devel oped that -- and the difficult thing is that
we are trying to maintain, you know, sone integrity
to the market that ensure that the ATUs issued are
actual ly real

So the process we have chosen is that
we have defined a tine frane for having inter-sector
transfers approved. Again, until it's actually
approved, you cannot count on those ATUs for years.

M5. MHELIC. | understand that. So you go
into this em ssion excursion program and they take
away 30 percent of your ATUs for the next season
fromthat specific unit and you win your appeal.
The board says | believe that intersection
transaction could have occurred. WII| the agency
gi ve back those ATUs that they took away and say
you didn't have an em ssion excursion?

MR, KOLAZ: You're tal king about a specific
situation where you have waited past the
reconciliation period.

M5. MHELIC. You appeal ed a deci sion nmade
and that, just by the way that the appeal procedures
work, it is going to go beyond the reconciliation

period nore likely than not. 1It's going to take
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1 nore than 90 days to appeal that to the board.

2 What |'msaying is if you have

3 your -- therefore, you don't have sufficient ATUs

4 to cover because you are thinking this was a valid
5 transaction. What |I'msaying is the agency doesn't
6 believe that. So you are telling me what they are
7 going to do is probably put you under the em ssion
8 excursion program take away sone of your ATUs, and
9 I'msaying if you win your appeal to the board and
10 the board says that transaction was valid, you

11 wouldn't have had an em ssion excursion, would

12 the source be given back any ATUs taken away?

13 MR. KOLAZ: Well, under the specific situation 14

t hat you have descri bed where you do not have

15 sufficient ATUs and we issue an excursion

16 conpensation report, there is a provision of the rule 17
t hat addresses specifically the situation that you

18 are tal king about.

19 That's in -- just give ne a nonent --

20 Section 205.620. That describes that situation.

21 Specifically, in 205.620(e), it describes how the

22 ATUs shall be withheld until the board issues

23 a final order and then it describes what the

24 consequences are if the source should prevail.
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1 So that really --

2 M5. MHELIC. So a source would have to appea
3 both the inter-sector transaction and the em ssions

4 excursion?

5 MR. KOLAZ: In the hypothetical situation

6 that you have described, that is the case.

7 M5. MHELIC. But | guess a follow up question
8 would be is the source, then, going to be w thheld

9 in addition -- | have to read the rule -- in addition
10 to what its em ssion excursion is to one point --

11 again, an additional anount of that?

12 M5. SAWER: | don't follow that question.

13 M5. MFAWN.  Why don't you take a m nute and
14 read the rule? That mght be help. | neant that

15 ki ndly.

16 M5. MHELIC | know.

17 (Wher eupon, a di scussion

18 was had off the record.)

19 THE HEARI NG OFFI CER: Okay. W're back on the 20
record.
21 M5. MHELIC. Section 205.610(e) states
22 that the agency shall w thhold ATUs in the anount
23 equivalent to 1.2 times or the required 1.5 tines
24 the anount of the alleged em ssions excursion.

L. A REPORTI NG -

(312) 419-9292



© 00 N o o b~ w N Pk

N NN NN R R R R R R R R R
A W N P O O 00 N O O B W N +—» O

629

| will wthdraw nmy question. | have
answered it.

M5. McFAWN: Let the record reflect | think
she is reading 620, 205.620.

THE HEARING OFFICER: | think there is one
question left in this section. Let's ask that and
call it a day, unless you want to withdraw it.

MR SAINES: |I'll ask it. This pertains
to 205.530(d) (1), official record of transaction.
The question is when will the agency know what
sources have access ATUs available to sell?

M5. SAWER: | don't think we w |
necessarily. GCkay. |I'mnot testifying go ahead.

MR. KOLAZ: She's right. Actually, see,
there is not -- it's hard to describe or define
when a source m ght have excess ATUs because there
is nothing in the systemwe're going to design
that woul d prevent source fromselling all of
their ATUs even if they needed themto have, by
the end of a year -- a super exanple is if an
Cct ober source really thought the market was
great and sold ATUs to the point where they
couldn't reconcile their em ssions, that's not

a problemfor the agency as |ong as by Decenber

L. A REPORTING - (312) 419-9292
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31st, they conme up with a way of hol ding those
em ssi ons.

It is conceivable, since we are com ng
up with so many hypothetical situations, that a
source decides that they would just assune -- get
t he em ssions excursion conpensation, sell themin
Cctober, give up 1.2 of their a allotnment next year
because they have cone up with sone way of operating

their business in a way that allows that to happen.

So there are any nunber of possibilites.

answer your question, it's not going to be

possi bl e to know what specific ATUs are on the
mar ket until they are posted on the bulletin board
or through sonme other fashion, a source offers to
sell its ATUs.
THE HEARI NG OFFI CER:  Seeing no further
followup to that, let's go off the record.
(Wher eupon, a di scussion
was had off the record.)
THE HEARI NG OFFI CER:  Tonorrow, we w ||
start at 9:00 o' clock in this room again, which
is 9-040.
W will start out with the testinony

from EDF, The Environnental Defense Fund, from

L. A REPORTING - (312) 419-9292
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M. Goffrman, if he has any testinony, or if it's
just the questioning of M. Trepanier.
Then, we will have the testinony of

Gary Beckstead of the agency. Then, we will have

1

2

3

4

5 the panel join in the questioning. W wll start

6 out with Irv and go through the Iist and so forth.

7 It's really inportant that if there

8 1is any way that we can clear up these questions

9 and discuss that before we start at 9:00 o' cl ock,

10 | would really appreciate that. | wll be here --
11 well, | get here at 6:30 in the norning, but | wll
12 be in this roomat 8:00 o'clock.

13 There is a question in the back.

14 MR. NEWCOMVB: |f a question that sonebody

15 elseis going to ask is significantly simlar to

16 yours, but you don't think it really hits on exactly
17 the sanme point, but you don't want to conme back days
18 later and sort of reask the question just because

19 it's a fraction off perhaps, nay we perhaps interrupt 20
and say this is simlar to ny question and here is
21 why it's a mnor nodification?
22 | don't know if that m ght just upset
23 the proceedings nore than expedite them but | can

24 identify already a couple of ny questions which
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1 close, but not exactly on the sane point.

2 THE HEARING OFFICER:  Yes. | was really

3 hoping to be able to do that today. It's up to

4 the agency and whether or not they are prepared

5 to handle it that way.

6 M5. SAWWER: | guess | don't know how it

7 wll go. | nmean, if it happens with al nost every
8 question, then, it would probably would be nore

9 difficult getting through everything. It's just
10 an occasional question where soneone is asking

11 for a slight variation, it may nake sense to just 12
take it then.

13 MR NEWCOVB: So we'll just do it on a hit 14
or mss basis?

15 THE HEARI NG OFFICER: Wl l, let's try to 16

do it, but when we are doing it, we ought to be 17 able
to have the page nunber and the question

18 for the agency so they have an easier tine finding 19
their pre-witten answer, so to speak. That's so 20 they
are not having to | ook for everything on their 21 own.

22 MR, NEWCOMWVB: (Kkay.

23 THE HEARI NG OFFICER: |Is there anything el se 24

at this tine?
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MS. SAWER: No.
THE HEARI NG OFFI CER: Wl |, thank you for
your indulgence. W wll continue this tonorrow at

9: 00 o' cl ock.

(Wher eupon, the proceedings in
t he above-entitled cause were
adj ourned until February 4, 1997,
at 9:00 o'clock a.m pursuant to

agreenent.)
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11 | further certify that I am not counse

12 for nor in any way related to any of the parties to

13 this procedure, nor aml in any way interested in the 14
out cone t hereof.

15 In testi nony whereof | have hereunto set 16
my hand and affixed ny notarial seal this 17th day of 17

February, A.D., 1997.
18

Lori Ann Asauskas, CSR, RPR
19 Not ary Public, Cook County, IL
I1linois License No. 084-002890
20

21 SUBSCRI BED AND SWORN
before ne this 18th
22 day of February, 1997.

23

24 Not ary PublicL. A
REPORTI NG - (312) 419-9292






