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Case Background

On November 30, 2012, Tampa Electric Company (TECO or the Company) petitioned
the Florida Public Service Commission (Commission) for approval of a new environmental
compliance program, Mercury and Air Toxics Standards (MATS) Compliance Program
(Petition), and to recover the associated costs through the Environmental Cost Recovery Clause
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(ECRC). TECO’s Petition was filed pursuant to Section 366.8255, Florida Statutes (F.S.), and
Commission Order Nos. PSC 94-0044-FOF-EI and PSC-99-2513-FOF-EL'

In March of 2005 the U. S. Environmental Protection Agency (EPA) promulgated the
Clean Air Mercury Rule (CAMR), which was challenged in court. On February 8, 2008 the
Circuit Court of Appeals for the )istrict of Columbia vacated CAMR and ordered the EPA to
propose a new rule by March 2011. On March 16, 2011, the EPA proposed the new rule.> On
December 21, 2011, the EPA issued the final version of the rule titled the Mercury and Air
Toxics Standards, or MATS rule.’> The final new rule applies to all coal and oil-fired electric
g¢ rating units with a capacity of 25 MW or more, and requires compliance by 4 ril 16, 2015,
w  a possible one year extension and a possible additional year if there are reliavpility issues.
By its Petition, ECO reports activities for complying with various emission standards of the
final MATS rule at the Company’s Big Bend (BB) and Polk Power St: ons.

Pursuant to Section 366.8255(2), F.S., electric utilities may petition the Commission to
recover projected environmental compliance costs required by environmental laws or
regulations. Pursuant to Section 366.8255(1)(¢c), F.S., environmental laws or regulations include
“all federal, state or local statutes, administrative regulations, orders, ordinances, resolutions, or
other requirements that apply to electric utilities and are designed to protect the environment.” If
the Commission approves the utility’s petition for cost recovery, only prudently incurred costs
may be recovered. The Commission has jurisdiction over this matter pursuant to Section 366.
8255(2), F.S.

' Order No. PSC-94-0044-FOF-E], issued January 12, 1994, in Docket No. 930613-El, In re: lon to establish an
environmental cost recovery clause pursuant to Section 366.0825, F.S., by Gulf Power Company; Order No. PSC
99-2513-FOF-EI, issued December 22, 1999, in Docket No. 990007-EI, In re: Environmental Cost Recovery Clause.
% That was under the Clean Air Act National Emission Standards for Hazardous Air Pollutants under Maximum
Achievable Control Technology criteria that included all Hazardous Air Pollutants.

® The rule was put  hed in the Federal Register on February 15, 2012, setting the compliance deadlines. The final

rule comprises some 210 pages and may be viewed at "~ ""“yww.epa.gov/r-~*~'~~tions.html. Appendix B shows
specific MATS Rule References pertaining to the Petition.

4 See Order No. PSC 11-0080-PAA-EI, issued January 31,2011, in Docket No. 100404-EI, In re: Pe*"-~ *-~ Florida
Power & Light Company to recover Scherer Unit 4 Turbine Upgrade costs through envirc ntal cost recovery

clause or fuel cost recovery clause at pp. 2-5, recounting history of ECRC eligibility criteria pursuant to Section
366.8255, F.S.
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comply with a government-imposed environmental regulation. The need for these compliance
ar vities has been triggered after the Company’s last test year upon which rates are currently
based. Further, = costs of the proposed new components for the MATS Compliance Program
are not recover  through some other cost recovery mechanism or through base rates. Thus,
st T recommends that the new MATS program meets the criteria for ECRC cost recovery
established by the Commission by Order No. PSC-94-0044-FOF-EI, in that:

(a) all expenditures will be prudently incurred after April 13, 1993;

(b) e activities are legally required to comply with a governmentally nposed
environmental regulation enacted, became effective, or whose effect was triggered
after the Company's last test year upon which rates are based; and

(¢) none of the expenditures are being recovered through some other cost recovery
mechanism or through base rates. See Id. at page 6.

As such, staff recommends that the Commission approve TECO’s pr¢ ysed MATS
Compliance Program for ECRC recovery pursuant to Section 366.8255, F.S. Statt recommends
that the costs associated with the proposed projects be allocated to rate classes on an energy
basis. Staff also recommends that TECO’s existing CAMR program be subsumed into the
overi MATS program in the ECRC.
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s e 2: Should this docket be closed?
lecommendation: Yes. This docket should be closed upon issuance of a Consummating Order

unless a person whose substantial interests are affected by the Commission’s decision files a
protest within 21 days of the issuance of the proposed agency action. (Murphy)

St T Analysis: If no timely protest to the proposed agency action is filed within 21 days, this
docket should be closed upon the issuance of a Consummating Order, unless a person whose
substantial interests are affected by the Commission’s decision files a protest within z days of
the issuance of the proposed agency action.
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Appendix B: Specific MATS Rule References Pertaining to TECO’s Petition”

1. TECO Petition Paragraph 5
1.1. For applicability, see p163 (§ 63.9982 (a) (What is the affected source of this subpart?)).
1.2. For compliance date requirement, see p163, (§ 63.9984 (b) (When do I have to comply with this subpart?))

2. TECO Petition Paragraph 6
2.1. For the standards, see p163 (§ 63.9991 (a) (What emission limitations, work practice standards, and
operating limits must [ meet?)
2.2. For the test methods required, see p170 (§ 63.10007, (What methods and other procedures must I use for
the performance tests?)

3. TECO Petition Paragraph 7
3.1. For the 1 and 2™ parts, see p5 (4. What is the statutory authority for this final rule?)
3.2. For 3" part (standards), see p188 (TABLE 2 TO SUBPART UUUUU OF PART 63—EMISSION LIMITS
FOR EXISTING EGUS),

3.2.1. For Big Bend Station, see subcategory #1. The table lists standards for each parameter. Note that
filterable particulate matter is an alternative to meeting the non-Hg HAP metals standard. And
meeting the sulfur dioxide standard represents compliance with acid gas standards.

3.2.2. For Polk Power Station, see p189, subcategory #3, IGCC. Note that the hydrochloric acid standard
represents acid gases.

4. TECO Petitior aragraph 9
4.1. For the list of alternatives, see p188 (TABLE 2 TO SUBPART UUUUU OF PART 63—EMISSION
LIMITS FOR EXISTING EGUS),
4.1.1. For Big Bend Station, see subcategory #1. The table lists standards for each parameter.
4.1.2. For Polk Power Station, see p189, subcategory #3, IGCC.

5. TECO Petition Paragraph 10
5.1. For LEE status requirements, see p168 (§ 63.10005 (h) Low emitting EGUs)

6. TECO Petition Paragraph 11
6.1. For the emission limits, see p/88 (TABLE 2 TO SUBPART UUUUU OF PART 63—EMISSION LIMITS
FOR EXISTING EGUS), For Big Bend Station, see subcategory #1. The table lists standards for each
parameter.

* Source of the information: an email dated March 18, 2013, from Mr. Howard Bryant, | nage, Regulatory
Affairs Department, Tampa Electric Company.




