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A:  The following material pertains to  
Item 2 of this agenda. 



Addressing the Level of Florida's Electricity Prices 

Theodore Kury 1 

Public Utility Research Center 
Department of Economics 

University of Florida 

September 28, 2011 

1 Director of Energy Studies. I wi sh to thank Sandy Berg, Mary Galligan, Lynne Holt, Colin Knapp, and Mark Jamison 

for their helpful comments and suggestions. All errors are my own. 



Introduction 

During his campaign for Governor, Rick Scott outlined his plan for Florida titled 7 Steps. 700,000 Jobs. 7 

Years. The third step in the plan, addressing Regulatory Reform, states that "Reducing unnecessary costs 

that Tallahassee places on Florida businesses will result in creating 240,000 jobs." One tenet of this step 

of the plan is to "address Florida's relatively expensive electricity costs so businesses could save 

approximately $3.25 billion". This statement raises two questions: (1) Are Florida's electricity costs to 

customers relatively higher than those in neighboring states; and (2) If they are higher, what are the 

causes? Looking at this question in a historical context, the relative rank of electricity prices by state 

changes over time due to a number of factors: 

• 	 Investment decisions for capacity are made over a period of years, often many years before a 
plant begins to produce electricity; 

• 	 Electric utilities that make prudent investments are typically allowed to recover those 

investments from ratepayers; 


• 	 Electric utilities also buy on the spot market and prices can fluctuate quickly when such 
transactions occur; 

• 	 Florida, compared to other states in the region, relies greatly on natural gas which has been 
more prone to price fluctuations than coal, which is typically purchased under longer-term 
contracts, or nuclear, which has high capital (construction) costs but low operating costs; 

• 	 Once a plant is operating, if decisions are changed in midstream to lower rates on, say, industrial 
customers, other consumers will need to pay more. 

Comparison of Electricity Costs 

The answer to the first question depends on what is meant by "costs." One way of answering that 

question would be to directly compare prices that utilities charge across the states. Such a comparison 

. would be simple to read, but it would provide confusing information because each customer pays 

several prices and so no one price tells very much ofthe story. 

Another way of answering the question about costs is to compare customers' bills. The Edison Electric 

Institute's (EEl's) well-known bill comparison study provides such a comparison. 2 This study computes 

total costs for hypothetical customers, such as a residential customer consuming 750 kilowatt hours 

(kWh) per month, a small business consuming 1000 kWh per month, or a large business consuming 

180,000 kWh per month. EEl's study indicates for example that customers of some Florida utilities have 

bills that are lower than bills for comparable customers in neighboring states. This comparison calls into 

question the validity of the governor's concerns at least for these utilities. 

But a bill comparison does not aggregate costs across utilities in a state, which is the level of aggregation 

the governor seems to consider. Indeed, even though the EEl bill comparison shows some Florida 

utilities with price levels that compare favorably with major utilities in neighboring states, rates for 

2 Edison Electric Institute, "Typical Bills and Average Rates Report." The report is reproduced on a regular basis. 



Florida's 56 electric utilities vary greatly. According to Florida Public Service Commission data 3
, the 

monthly bill for a residential customer consuming 1000 kWh per month ranged from $81.48 to $205.00 

in 2010, depending upon the utility. 

In this study we compare Florida as a whole to other states in terms ofthe total cost of electricity to the 

customer. Our approach is similar to the bill comparison approach in that we include all of the prices 

that customers pay, but different in that we consider the state as a whole and not individual utilities. As 

such our approach considers averages: Some utilities would have lower costs for customers than our 

results and some utilities will have higher costs for customers. 

In this study, we focus on the total amounts that different types of customers in Florida pay for 

electricity as reported by the U.S. Department of Energy.4 We divide these total payments by the 

number of kWhs consumed so that we can compare across states. s Figure 1 shows the average 

residential electricity cost expressed per kWh for the state of Florida and six other southeastern states 

for 1990 through 2008. From 1990 through 2002, Florida's electricity costs were comparable to the 

other states' costs. Beginning in 2003, the residential cost of electricity in Florida grew faster than costs 

in the other states and is now about 10% higher than the next highest state, Alabama. Figure 2 shows 

the average cost to commercial customers, while Figure 3 shows the costs to industrial customers. From 

1990-2000, commercial customers in Florida enjoyed costs at the lower end of the range of the region, 

but now even though they experience costs at the higher end of the region, the costs for commercial 

customers do not stand out in the same way as the residential costs do. Industrial costs, for Florida 

customers have always been high relative to other southeastern states and show similar disparities to 

the residential rates over the last 5 years. 

3 "Comparative Rate Statistics", Florida Public Service Commission, December 2010. 

4 "State Energy Data System", U.S. Department of Energy's Energy Information Administration. Accessed 

September 2011. 


5 We could use other denominators, such as numbers of customers, which would give us an average customer bill. 

We choose kWhs because this is a standard practice and is easily understood. Any denominator we would use 

would give results that are affected by variations in customers across states. 
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Figure 1. Nominal residential electricity costs per kWh 1990-2008 
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Figure 2. Nominal commercial electricity costs per kWh 1990-2008 
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Figure 3. Nominal industrial electricity costs per kWh 1990-2008 

Based on Figures 1-3, it appears that Florida's electricity costs are higher on average than those n 

neighboring states. But for clarity it is important to repeat that this does not compare customers' bills, 

nor compare individual utilities. But the finding that costs on average appear higher in Florida and have 

risen in recent years raises our second question: Why are Florida' s costs higher? Or more directly, is it 

reasonable that Florida's costs are higher? 

Costs for Producing Electricity 

Determining the source of the cost differences for customers is important and complicated. Because 

utilities are regulated so that their revenues are based on their costs, analyzing differences in costs for 

customers is really about analyzing differences in utility. Which utility costs are most important? Figure 4 

shows the percentage of the operating expenses of U.S. investor-owned electric utilities in 2009 by 

broad expense categories. 6, 7 This shows that 55% of operating expenses are related to production of 

electricity, and 9% are related to depreciation. While not all of the depreciation expenses are related to 

electricity generating plants, it is clear that a significant portion of the utility's costs are related to the 

costs of the electric generators themselves and the fuels used. 

6 The investor-owned electric utilities in Florida include FPL, Gulf Power, TECO, Progress Energy, and Florida Public 

Utilit ies Company. 


7 Florida has a large number of municipally-owned utilities and electric cooperatives, but comparable data is not 

available for those utilities. 
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Figure 4. Electric utility operating expenses by function for major U.S. investor-owned utilities 

Figure 5 shows the percentage of electricity generated by various fuels for the states of Florida, Georgia, 

and Alabama since 1990. In 1990, Florida generated approximately 60% of its electricity with uranium 

and coal. That percentage has since fallen to about 40%, with this decline offset by an increased reliance 

on natural gas. In contrast, the neighboring states of Alabama and Georgia generated 66% and 78%, 

respectively, from coal and nuclear energy. By 2009, Florida generated over 50% of its electricity from 

natural gas. This shift to natural gas has diversified the generation portfolio of the state of Florida, but 

also occurred at a time when natural gas prices in the region began to increase. 
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Figure 5. Electric generation by Fuel since 1990 for Florida, Georgia, and Alabama 
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Figure 6. Nominal delivered coal prices since 1990 

Nominal Coal Prices 
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Figure 6 shows the average nominal coal prices for the southeastern states since 1990. Florida had the 

highest coal prices in the region from 1993 through 2002, but the state' s prices have fallen relative to 

the rest of the region since, and Florida's prices are closer to the regional average, despite the fact that 

Florida is on the end of the rail lines used for coal transportation. Figure 7 shows natural gas prices for 

the three states that are the most significant consumers of natural gas. Florida's prices seem to 

correspond to the prices in Louisiana and Mississippi, despite the fact that Louisiana and Mississippi are 

producers of natural gas. The only significant deviation is the period from 2006 through 2008 which 

followed the rapid increase in natural gas prices from 2002 through 2005. 
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the state of Florida are a reflection ofthe mix offuels used to generate it. The path of costs for Florida's 

electric customers since 2002 follow closely costs for customers in Louisiana, another state that relies on 

natural gas to produce electricity, rather than in Georgia and Alabama, states that rely primarily on 

nuclear and coal. However, to keep this result in context it is important to realize that the relative 

standing of a particular state is likely to change over a much shorter period of time than the composition 

of its generating fleet is able to do. So while it is always important to ask what can be done to provide 

reliable electric service at reasonable rates to consumers, it is equally important to make sure that those 

decisions incorporate the uncertainty in the future, recognizing the long-lived nature of the generating 

assets. 

Risks in Choosing Generating Technologies 

Concluding that Florida's relatively higher costs results in large part from the choice of using natural gas 

to generate power begs the question of why Florida uses more natural gas than do other states. 

Choosing how to generate electricity is complicated and subject to great uncertainty. The generation 

plants are long-lived, lasting several decades, including the time it takes to construct them. This implies 

risk because the economic and political landscapes in which utilities operate these assets continually 

change. Also, a power plant may have the technical capability to produce electricity for thirty years or 

more, but the period of time that it can produce electricity economically can vary greatly. The price and 

availability of fuel for the power plants has become more volatile over the past ten years, and the future 

outlook for fuels is always uncertain. Further, national energy policy regarding a price on the emission of 

greenhouse gases, if implemented, would change the economics of power production by imposing 

additional costs on plants fueled by coal and to a lesser extent, natural gas.s Finally, the cost and 

availability of generation technology will change over time as construction and environmental standards 

change, regulatory standards evolve, and new technologies are discovered. As a result, the decision 

regarding a specific type of asset may be prudent at the time the decision is made to construct it, but as 

realizations of the future differ from the assumptions made at the time, that decision may have an 

outcome that is not what was expected. 

The likelihood that future predictions of the evolution of prices and technologies will not turn out as 

expected can be characterized by operational risk. There are many practices that can be used to 

mitigate operational risk such as fuel hedging and the diversification of assets. But these practices don't 

actually reduce risk, they simply shift risk from one type to another. For example, fuel price hedging may 

reduce risk in the spot markets in which the fuel is purchased for operational purposes, but they 

increase the risk from fuel price movements in the futures markets where financial contracts are 

implemented. As a result, risk mitigation strategies tend to reduce costs when external factors are 

adversely impacting the utility (i.e. when spot fuel costs are high or when infrastructure is damaged by 

8 Indeed a study at MIT concluded that a price-based climate policy could make coal uneconomical and drive it 
from the country's generation base by 2035. See "The Future of Natural Gas: An Interdisciplinary MIT Study," 
http://web.mit.edu/mltel/research/studles/natural-ga5-2011.shtml (accessed September 27, 2011). 

http://web.mit.edu/mltel/research/studles/natural-ga5-2011.shtml


storms), but increase costs when they are not. This increase must be accepted as the cost of insuring 

against adverse events. 

Conclusion 

Florida's customers' costs for electricity appear to be higher on average than costs in neighboring states. 

The difference is most pronounced for residential consumers, but the general pattern holds for business 

customers as well. This is not to say that all Florida utilities' prices are high relative to their neighbors: 

Individual utility prices vary greatly in Florida and bill comparison studies highlight that some Florida 

utilities' rates compare favorably with rates of major utilities in neighboring states . 

This relationship between costs in Florida and those in other states began around 2003 when Florida 

began using relatively more natural gas than neighboring states to generate electricity. That is not to say 

that the move to natural gas was based on faulty decisions: decisions about how to generate electricity 

are long term decisions and so have to take into consideration many variables. For example, regulation 

aimed at assigning a market price to CO 2 emissions would have a greater impact on states that use more 

coal. Indeed decisions that appeared poor a few years ago may now look brilliant. But utilities cannot 

change their technology decisions as economic and political conditions change, so they and their 

customers will sometimes like the outcomes of their decisions and sometimes not. 
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Louisiana Generation Mix by Fuel 
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FECA 
Florida Electric Cooperatives Association, Inc. 

2916 Apalachee Parkway 
Tallahassee, Florida 32301 
(850) 877-6166 
FAX: (850) 656-5485 

October 3, 2011 

Charles Hill, Acting Executive Director 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399-0850 

RE: Item 3. October 5 Internal Affairs 

Dear Mr. Hill : 

Please find enclosed a letter from the Florida Electrrc Cooperatives 
Association joining and supporting PEF's and Gulf Power's request to the 
Commission to urge the EPA and the President to take all available steps to 
improve EPA's proposed EGU MACT rule. Please include this letter in Item 3 of 
the October 5 Internal Affairs meeting. 

Thank you for your assistance. 

Michelle Hershel 
Director of Regulatory Affairs 

~Staff Handout 
~ A@ijAgcnda 

onjQJ_5_/J.L_ 
Item No. _..3 ___ _ 



e !rl~E~~OOperatives Association, Inc. 

® 	 291 6 Apalachee Parkway 

Tallahassee, Florida 32301 

(850) 877-61 66 

FAX: (850) 656-5485 


October 3, 2011 

The Honorable Art Graham, Chairman 
Florida Public Service Commission 
Capital Circle Office Center 
2540 Shumard Oak Blvd. 
Tallahassee, FL 323"99-0850 

RE: 	 EPA Rulemakings on Clean Air Act Toxics and Coal Combustion Residuals 

Dear Chairman Graham: 

The Florida Electric Cooperatives Association- ("FECA") joins in and supports 

Progress Energy's and Gulf Power's requests to the Commission to urge the EPA 

and the President to take all available steps to improve EPA's proposed Clean Air 
Act Toxics Rule ("EGU MACT") by lowering compliance costs and reducing 
regulatory uncertainty while still achieving emission reductions. In addition, FECA 
requests that the Commission urge the EPA and the President to maintain the 
nonhazardous classification for coal combustion residuals ("CCRs") under the 

Resource Conservation and Recovery Act {"RCRA") and to consider supporting HR 
2273. 

EGU MACT Proposed Rule 

FECA encourages the Commission to seek an extension to the deadline for 
finalization of the EGU MACT proposed rule. The proposed rule has significant 

impacts for PowerSouth Energy Cooperative, the four distribution cooperatives 
that PowerSouth serves in Florida, and the rate increases that the members of 
those cooperatives will have to endure under the proposed rUle.1 PowerSouth's 

1 Escambia Rive r EC, CHELCO, Gulf Coast EC and W est Florida EC. 



concerns are aligned with those raised by Progress Energy and Gulf Power, and 
PowerSouth's specific concerns are set forth in comments that have been filed 
with EPA, which are attached. 

Coal Combustion Residuals/Coal Ash Proposed Rule 

FECA also encourages the Commission to encourage the EPA and the President to 

maintain the nonhazardous classification for CCRs under the RCRA and to support 
HR 2273, which is bipartisan legislation that would prevent EPA from regulating 
CCRs as hazardous waste. A classification of hazardous waste would substantially 
increase the cost of operating Seminole's coal units and wou·ld result in dramatic 
rate increases for the members of the 10 distribution cooperatives that Seminole 
serves. The cost to Seminole would be more than $45 million per year in 
transportation and disposal costs and more than $6 million per year in lost 
revenue that they presently receive from the sale of synthetic gypsum for wa II 
board, bottom ash for concrete block, and fly ash that is an alternative for 

Portland cement. 

The issue of whether CCRs should be treated as hazardous under federal law has 

been thoroughly researched and evaluated by industry, academia and 
government for nearly three decades. Overwhelmingly, the conclusion is that 
CCRs should be treated as a non-hazardous substance. In two reports to Congress 
and two related "Final Regulatory Determinations", EPA has consistently affirmed 

that regulating CCRs as a hazardous waste is not necessary to protect public 
health and the environment. In fact, EPA found that such regulation would be 
environmentally counter-productive, because the stigma and related liability 
concerns of regulating CCRs as hazardous waste would understandably have a 
significant, adverse impact on the important objective of increasing beneficial 
use. For example, if EPA classifies CCRs as hazardous materials, many industries, 
in order to obtain essentia I building materials, would use new natural resources 
and additional energy for processing them, rather than recycling CCRs. 

Nevertheless, on June 21, 2010, EPA proposed regulations governing the disposal 
of CCRs under the RCRA. EPA proposed a range of options for CCR management 
under RCRA, including a hazardous approach which creates a comprehensive 
program of federally enforceable requirements for waste management and 
disposal, and a non-hazardous approach, which gives EPA authority to set 
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m 

performance standards for waste management facilities. In its proposed rule -EPA 
has expressly left the door open for regulation of CCRs as a nonhazardous waste. 

Thank you for consideration of our request to send a letter to EPA and to 
President Obama requesting- a delay in the finalization of the EGU MACT rule and 

requesting that EPA continue to regulate CCRs as nonhazardous. In addition, we 

request that the Commission consider supporting HR 2273, which is scheduled to 
be considered by the House of Representatives this month. 

Sincerely, 

/JJL-fUc4 
William B. Willin 

V.P. & General Manager 
Florida Electric Cooperatives Association 

Cc: 	 Hon. Lisa Polack Edgar, Commissioner 

Hon. Ronald A. Brise, Commissioner 

Hon. Eduard E. Balbis, Commissioner 
Hon. Julie Imanuel Brown, Commissioner 

Curt Kiser, General Counsel 
Charles Hill, Deputy Executive Director 

Attachment 
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PowerSouth Energy Cooperative 

Comments 

On 

National-Emission Standards for Hazardous Air Pollutants From Coal 
and Oil-Fired Electric Utility Steam Generating Units. 

Submitted Electronically to: 


The Environmental Protection Agency 


Air Docket 


Attention Docket 10 NO. EPA-HQ-OAR-2009-0234 


August 4, 2011 


Keith M. Stephens, Ph.D. 


Manager, Environmental Services Department 


2027 East Three Notch Street 


Andalusia, Alabama 36420 


(334) 427-3000/keith.stephens@powersouth.com 


mailto:427-3000/keith.stephens@powersouth.com


Introduction 

PowerSouth Energy Cooperative (PowerSouth) respectfully submits the following comments on the 
Environmental Protection Agency's (EPA's) May 3,2011 proposal for National Emission Standards for 
Hazardous Air Pollutants for Coal and Oil-Fired Steam Generating Units (HAPs) and New Source 
Performance Standards (NSPS) for Fossil-Fuel-Fired Electric Utility Units published in the Federal 
Register, at 76 Fed. Reg. 24,976 (If Proposed Rule"). 

PowerSouth Energy Cooperative is a nonprofit, electric generation and transmission cooperative serving 

sixteen nonprofit electric distribution cooperatives and four municipal electric distribution systems in 

Alabama and northwest Florida. Through those member-owners, PowerSouth provides electric service 

to more than one million consumers in the mostly rural areas of 39 counties in Alabama and 10 counties 

in Florida. 

PowerSouth owns and operates the Charles R. Lowman Power Plant in Leroy, AL, and is a minority 

owner in the James H. Miller Power Plant located near West Jefferson, AL. Both Lowman and Miller are 

base load, coal-fired plants that have already made enormous capital comm itments to clean air by 

retrofitting with Flue Gas Desulfurization (FGD) and Selective Catalytic Reduction (SCR) equipment. 

PowerSouth also owns and operates several natural gas-fired units in Alabama. We appreciate this 

opportunity to comment since PowerSouth and its one million consumers will be directly affected by the 

proposed rules. 

General Comments 

• 	 PowerSouth is a member of the National Rural Electric Cooperative Association (NRECA). 

PowerSouth supports and echoes the comments of NRECA on the U MACT proposal outlined in 

Docket 10 NO. EPA-HQ-OAR-2009-0234. 

• 	 PowerSouth is also a member of the Class of 85 Regulatory Response Group ("Class of 85" or 

"Group") and supports and echoes their comments on the UMACT proposal outlined in Docket 

10 NO. EPA-HQ-OAR-2009-0234. 

.. 	 PowerSouth commends EPA for not setting numeric limits for organic HAPs in the Proposed 

Rule. We agree with the explanation given for not setting standards for Dioxins and Furans and 

urge EPA to refrain from setting organic HAP numeric standards in the final rule. 

• 	 PowerSouth supports proposed affirmative defense provisions. EPA should provide detailed 

guidance on how the provisions will be applied, rather than relying upon case-by-case review. 

• 	 PowerSouth disagrees with and objects to a number of statements made in the preamble 

regarding the impacts of the Proposed Rule. On p. 24978-24979, EPA makes several statements 

that are ill-advised, unsubstantiated, and inappropriate. PowerSouth disagrees with EPA's 

"belief' that the Proposed Rule will not significantly affect the availability and cost of electricity. 

PowerSouth, unlike EPA, is very concerned about the Proposed Rule's effect on our employees 
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and the people of the communities who rely on our generation facilities. PowerSouth believes 

that leveling of the national price of electricity a nd a modernization of the generating fleet is 

simply outside the scope of EPA's regulatory authority and mission. Environmental regulation 

should not be used to formulate energy policy. 

• 	 The Proposed Rule is complex, convoluted, and appears to contradict itself. The docket includes 

voluminous data and documentation that PowerSouth had no way to adequately review in the 

time allotted. The Proposed Rule is hard to follow, with provisions for many different kinds of 

electric generating units (EGUs) presented together and references to exceptions and qualifying 

considerations intermingled. Footnotes are placed in the tables with no corresponding notes 

given. The preamble seems to contradict the language in the rule and tabulated requirements . 

For example, on p. 25029 ofthe preamble, S02 is given as an example of a regulated pollutant 

directly measured by continuous emissions monitoring systems (CEMS). which contradicts the 

text of the rule, on p. 25104 where the same S02 CEMS is used as an example of one that 

measures a surrogate. While some errors and inconsistencies are to be expected in any 

document, the Proposed Rule has too many and is very difficult to review and comment on as a 

result. In fact, PowerSouth has very serious, fundamental questions about details of the 

Proposed Rule and how it will be applied at our units that remain unanswered despite a 

concerted effort to understand it. 

• 	 EPA should allow the states to seek delegation of the Section 112 program. States are in the 

best position to ensure final EGU MACTrequiremen.ts are integrated into the existing 

environmental compliance program. 

Appropriate and Necessary Determination 

For the reasons detailed below, PowerSouth believes EPA has not yet shown that regulating 

EGUs under Section 112 of the Clean Air Act is justified. EPA must either abandon the Proposed Rule 

or slow down, show valid appropriate and necessary rationale for pollutants it proposes to regulate, 

and allow sufficient time for review and comment. 

PowerSouth, as a member of the Class of 85 Regulatory Response Group ("Oass of 85" or 

"Group"), concurs with and emphasizes comments made by the Group regarding the fundamental 

question of whether the Proposed Ru Ie is Appropriate and Necessary underthe Clean Air Act . 

• 	 The Proposed Rule does not remedy EPA's failure to provide adequate notice and comment on 

its decision to regulate EGUs under Section 112 of the Clean Air Act. It is clear that EPA failed 

to meet its statutory obligations under Section 307(d)(1)(c) in issuing the December 2000 

Regulatory Determinationwhich found that it was "appropriate and necessary" to regulate 

EGUs under Section 112. The current proposal to confirm the 2000 Regulatory Determination 

does not remedy EPA's failure to provide the public an opportunity to comment on it and the 

underlying data and methodology. 

In contrast, the EPA's 2005 regulatory work seems more reasoned and proper. In 2005, 

EPA revised the 2000 Regulatory Determination (liThe 2005 Finding"). The 2005 Finding 
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included definitions of the terms "appropriate" and "necessary" and applied them to the 

scientific record and thousands of substantive comments. EPA concluded that it was not 

"appropriate" to regulate EGUs under Section 112 because (1) the level of emissions of 

hazardous air pollutants from EGUs remaining after imposition of other requirements of the Act 

were not reasona bly a nticipated to ca use haza rds to pu blic health; and (2) if EPA were to 

regulate mercury emissions from EGUs under Section 112, the costs would be extreme and the 

health benefits would be minimal, as domestic EGU emissions are responsible for only a very 

small fraction of overall mercury levels. The 2005 Finding also concluded that it was not 

"necessary to regulate power plants under Section 112 because there are other available 

authorities under the Act that, if implemented would administratively- and cost-effectively 

address hazardous air pollutant emissions from power plants ." The 2005 Finding is the only 

determination that has been subject to notice and comment. Unfortunately, the Proposed Rule 

wholeheartedly rejects the determinations and interpretations of the 2005 Finding, and reverts 

back to the 2000 Regulatory Determination without adequate explanation or support. 

PowerSouth does not understand why EPA has rejected the findings it made in 2005 and 

therefore sees no compelling reasonsin the current Proposed Rule to take regulatory action 

under Section 112 of the Clean Air Act. 

• 	 The Proposed Rule ignores potential HAP reductions based on compliance with other regulatory 

requirements. EPA proposed a narrow look at the effects of other rulemakings. PowerSouth 

urges EPA to take a more reasoned approach to the impacts of air quality controls installed for 

other rules, such as the Cross-States Air Pollution Rule (CSAPR). The co-benefit reduction of 

mercury emissions as a result of the addition of selective catalytic reduction (SCR) and flue gas 

desulfurization (FGD) in response to rulemakings leading up to CSAPR are very evident at 

PowerSouth units. Significant reductions in mercury emissions are being achieved with no need 

for fu rther regulation. Fu rthermore, FGD technology installed at ou r plant may be ve ry 

effective at particulate and H CI control. Future regulation on a n umber of fronts such as 

NAAQS and visibility will likely result in further reductions. EPA needs to take into consideration 

all of these regulatory drivers and their effects on HAPs emissions. 

Comments on the Proposed Rule 

If EPA proceeds with regulation of EGUs under Section 112 of the Clean Air Act, it must address 

shortcomings in its methodologies in developing the Proposed Rule and amend the underlying 

requirements to address concerns as detailed below. 

Compliance Deadlines 

• 	 PowerSouth concurs with and supports comments made by the Alabama Department of 

Environmental Management (ADEM), the National Rural Electric Cooperative Association 

(NRECA) and the Class of 85 regarding the need to allow all EGUs time to comply. As noted in 

ADEM's letter to this docket, EGUs must be allotted sufficient time to comply. ADEM suggests 

EPA should grant five years to comply from the date offinal rule promulgation or allow states to 
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do so . NRECA comments detail our concerns regarding the industry's ability to permit, procure 

and install required emissions control and monitoring equipment in just 36 months. NRECA 

suggests a six-year deadline for compliance. Class of 85 comments also point out the potential 

of some units being unable to meet compliance deadlines and the need for flexibility and 

guidance from the EPA. 

• 	 PowerSouth believes EPA must acknowledge the need to additional time to comply. 

Power50uth knows, from experience, just how difficult and time consuming compliance 

planning, procurement, construction and implementation is . The final rule must include 

sufficient deadlines to reasonably facilitate compliance and clear guidance as to how to apply 

for extensions where necessary. 

Setting MACT Standards 

• 	 PowerSouth fully supports the detailed comments of NRECA and the Class of 85 regarding the 

shortcomings in the Proposed Rule in the critically important area of setting numeric standards. 

• 	 EPA must establish MACT floors based on the overall performance of existing EGUs so that they 

reflect actual. overall performance of existing sources. EPA is proposing to establish MACT 

standards for new and existing EGUs using a methodology that is inconsistent with the text of 

the CM because it results in MACT standards that are neither feasible nor representative of the 

HAP emission limits being achieved by existing sources. EPA developed the proposed MACT 

floors for new and existing EGUs based on the best -performing sources for each pollutant, 

without regard to the overall performance of those units. The language of Section 112(d) does 

not in any way suggest that MACT floors should be based on the best-performing sources of 

each individual HAP. 

• 	 EPA cannot artificially lower mercury emission numeric standards by limiting the number of 

units used to set the floor. EPA must revise its methodology to include all sources in its data set. 

EPA established the mercury MACT floor for existing coal-fired units based on the top 12% of 

the units from which the Agency collected ICR data, instead of the top 12% of the units in the 

subcategory. This methodology is an abuse of discretion. It allows EPA to cherry pick data from 

sources it selects to set a floor of its choosing. Congress clearly did not intend for EPA to have 

such unbridled discretion. 

• 	 The Proposed Rule contains errors in data analyses. EPA should not promulgate the final rule 

until the Agency is confident that the underlying data and analyses has been quality assured. 

Fundamental errors in calculations have resulted in announced corrections to numeric 

standards for mercury during the comment period. Other errors still exist and should be 

corrected. 

• 	 PowerSouth recommends that EPA take whatever regulatory or judicial steps necessary to allow 

the agency time to closely examine correct and improve the Proposed Rule . This rulemaking has 

the potential to have dramatic effects and impact on regulated sources, and, therefore, on the 

American public. It should not be hastily prepared and rushed to completion. 
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• 	 Numeric emission standards should not apply during startup and shutdown. EPA should 

establish work practice standards for periods of startup and shutdown as in prior MACT 

rulemakings. 

• 	 EPA should establish MAG standards based on a 12-month rolling average. The proposed 30 

operating day rolling average is both unrealistic and unreasonable. A 12-month rolling average 

would achieve the desired environmental protection, and provide much needed operational 

flexibility and accommodate real world operating conditions for EGUs. 

Comments on Proposed Non-mercury Metal HAP Rules and Compliance Provisions 

• 	 This portion of the Proposed Rule is indiscernible. Despite diligent, protracted study ofthe rule, 

participation in many, many conference calls and discussions with consultants, lawyers and EPA 

staff, PowerSouth is unable to follow the rationale in the rule. PowerSouth therefore cannot apply 

the requirements to our affected source, plan for compliance or effectively comment on the 

proposed rule . 

o 	 The preamble, the rule, tabulated requirements and EPA explanations to specific questions 

are confusing and in some cases appear contradictory. 

• 	 Table 2, sub-category 1 of the proposed rule (p.2S126) applies to OUT existing units. 

The Table under 1(a) identifies the regulated pollutant as total particulate OR total 

non-Hg metal HAP OR individual metal HAP and states corresponding emission 

limits 

• 	 Preamble of the rule (p.2S029) and the rule itself (p. 25103) discusses testing 

requirements assuming use of a PM (EMS and details tests to determine total 

particulate AND total non-Hg HAP metals AND individual HAP metals. No indication 

is given as to how (or even if) results ofthe tests are to be compared to the 

standards in Table 2. If the Table is correct, a source cou Id com ply by running tests 

to determine total particulate (if results are less than 0.030 Ib/MMBTU, the source 

passes initial certification), and no metals data would be needed at all OR a source 

could determine total metals and no total particulate or individual metals data 

would be needed, etc. 

o 	 Answering an inquiry aimed at resolving EPA's intent, Barrett Parker of EPA stated in an 

email that both particulate AND metals testing is indeed required during the initial 

certification testing and in subsequent tests are required every 5 years. No indication was 

given as to how to determine compliance of the results. Mr. Parker did state that a 

relationship or correlation between filterable particulate and total particulate would be 

developed. He also stated a relationship or correlation between total particulate and total 

metals emissions could be developed. We surmise from his email that one would check 

total metals test results against the Table 2 standard (pass/fail) and check the total 

particulate results (pass/fail), then try to correlate those results with a Method 5 filterable 

test result and a PM (EMS reading. That PM (EMS reading in Ib/MMBTU then would be the 
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"operationallimit" to be calculated on a 30 boiler day operating average to determine 

compliance. 

• 	 As previously stated. Power50uth believes EPA's goals related to HAPs emissions reductions are 

being achieved. and will be further achieved, by other regulations (i.e .. those leading up to C5APR), 

and there is no need for EPA to further complicate the matter with its UMACT proposal. Further, 

Power50uth believes EPA has not yet shown that regulating EGUs under Section 112 of the Clean Air 

Act is justified. However, if the UMACT rule is upheld we make the following suggestions" to help 

clarify this portion ofthe Proposed Rule 

o 	 EPA should clarify Tables 1 and 2. Did the Agency intend to insert OR vs. AND between 

choices for compliance based on total particulate matter, total non-Hg metals, and 

individual HAP metals? 

o 	 EPA should correct the text of the preamble and the rule accordingly 

• 	 If Tables 1 and 2 are correct as written, the preamble and the rule should be 

updated to match. Tests that are not compared to a standard are unnecessary. 

Unnecessary tests should be deleted from the description of the initial and ongoing 

testing requirements. 

• 	 If Table 1 and 2 are not correct in the proposal, DETAILED explanation and gUidance 

as to how to run initial and subsequent stack tests, how to assess compliance of 

those results and how to determine the "operationallimit" for continuGus 

compliance should be issued by EPA. Regulated sources should not have to guess 

about what EPA intends! 

• 	 This portion of the Proposed Rule should be re-written and re-published for 

comment. 

• 	 EPA's proposal for establishing an operating limit for sources using a PM monitor is inconsistent with 

the CAA. The methodology in effect requires unit specific emissions limits as operating limits. 

Through these unit-specific operating limits, EPA is proposing to set emissions standards that are 

more stringent than the MACT floor without considering the required statutory factors 

• 	 Power50uth suggests EPA consider a surrogate standard based on filterable PM only. This would 

make complia nce with continuous monitoring provisions much sim pier a nd it wou Id be consistent 

with other MACT ru lemakings 

Comments on use of S02 as a surrogate for HCI 

• 	 EPA should allow a 12-month rolling 502 limit and clarify that FGD bypass is allowed during times of 

FGD forced outage. These changes would allow very limited continued operation through the bypass 

during upset conditions. Power50uth has experienced such forced outages due to unforeseen and 

unavoidable FGD failure. 
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Comments on Testing, Monitoring, Recordkeeping and Reporting Requirements 

• 	 Non-Hg metals stack testing bimonthly or monthly to confirm ongoing compliance in the Proposed 

Rule are unrealistic. Testing once every four operating quarters is more tenable, and will achieve 

the same results. 

• 	 PowerSouth supports using the Emissions Collection and Monitoring Plan System. 

• 	 PowerSouth DOES NOT support collection of continuous mercury or particulate data . EPA's 

authority under this section ofthe eM is for exception reporting only. 

• 	 PowerSouth concurs with provisions of proposed monitoring rules that do not incorporate a bias 

adjustment factor. Such adjustments are indeed inappropriate forthis rule. 

Closing 

PowerSouth appreciates the opportunity to provide comments on the Proposed Rule. If EPA continues 
to believe it is appropriate and necessary to regulate EGUs under Section 112, EPA must revise the 
proposed MACT standards and compliance requirements so that they better reflect the requirements of 
the CAA and actual EGU operations. In particular, the proposed monitoring, testing, and operational 
requirements are unreasonably burdensome and would impose excessive and unnecessary costs on 
utilities. PowerSouth urges EPA to re-evaluate the Proposed Rule in light of the information provided in 
these comments. 
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F"1..0RIOA MUNICIPAl.. EI..ECTRIC ASSOCIATION 

'(5) IE lG IE [I '\IJ IE rmC'Ober 3,2011 

The Honorable Art Graham, Chairman 
Florida Public Service Commission lffil. -4 2Qll I~Capital Circle Office Center 
2540 Shumard Oak Blvd. 
Tallahassee, FL 32399-0850 FY,S.C. 

DEPUTY EXECUTIVE DIRE.CTOR 

RE: EPA Rulemakings on Clean Air Act Toxics and Coal Combustion Residuals 

Dear Chairman Graham: 

The Florida Municipal Electric Association (FMEA) joins in and supports the requests to 
the Commission ofProgress Energy and Gulf Power to urge the EPA and the President to 
take all available steps to improve EPA's proposed Clean Air Act Toxics Rule (EGU 
MACT) by lowering compliance costs and reducing regulatory uncertainty while still 
achieving necessary emission reductions. Florida's Investor Owned, Cooperative and 
Municipal generating utilities actively participated in the rulemaking process for the 
Clean Air Mercury Rule (CAMR), which was later vacated by the D.C. District Court of 
Appeals. In good faith and to meet the timeline requirements ofCAMR, Florida utilities 
committed to install air pollution control (APC) equipment prior to the Vacatur. EPA's 
replacement for CAMR, the Utility Air Toxic Rule, is overly stringent and renders much 
of the CAMR APC equipment inadequate to comply with this rule. We also have serious 
concerns that EPA has failed to evaluate the cumulative impact of the multitude of new 
EPA regulations placed on electric utilities. 

I have attached a copy of our comments to EPA on the Utility Air Toxic Rule that 
presents FMEA's concerns with the serious economic impacts of this rule and the 
minimal environmental benefits to our customers. 

In addition, FMEA requests that the Commission urge the EPA and the President to 
maintain the nonhazardous classification for coal combustion residuals (CCRs) under the 
Resource Conservation and Recovery Act (RCRA) and to consider supporting HR 2273. 

Sincerely 

~~~ 
f ~- - (J ~~~ Handout 

Barry Moline ¢.JltCi'iaf4f~ApDda 
Executive Director on...1.l:£ =.Ii.!.J.L 

Item No. ....,.....3'--_ 
417 E. College Ave. (32301) • PO Box 10 114· Tallahassee, Florida 32302 • (850) 224-3314 • Fax: (850) 224-2831 • www.publicpower.com 


• Ala<hua • Bartow. Blountstown. Bushnell· Chattahoochee - Clewiston. Fort Meade· Fort Pierce· Gainesville. Green Cove Springs • 

• Havana. Homestead· Jacksonville. Jacksonville Beach· Key West· Kissimmee -lakeland. Lake Worth • leesburg • 


• Moore Haven' Mount Dora· Newberry. New Smyrna Beach. Ocala. Orlando. Quincy. Reedy Creek • 

• St. Cloud. Starke· Tallahassee· Vera Beach· Wauchula. Williston. Winter Park. 


http:www.publicpower.com


FMEA

FLORIOA MUNICIPAL ELECTRIC ASSOCIATION 

Comments on the Proposed Electric Utility Air Toxics Rule 

Docket No. EPA-HQ-OAR-2009-0234 
76 Fed. Reg. 24976 (May 3,2011) 

Comments by Florida Municipal Electric Association (FMEA) and 
the FMEA Major Generator Coalition 

August 2, 2011 

The Florida Municipal Electric Association (FMEA) represents 34 community-owned 
electric utilities serving 2.8 million customers in Florida. The Major Generator 
Environmental Coalition includes the City ofTallahassee, Gainesville Regional Utilities, 
Orlando Utilities Commission, JEA of Jacksonville, Florida Municipal Power Agency 
and Lakeland Electric. The FMEA major generators are almost entirely fossil fuel-based 
with a significant percentage of that fuel composed of coal and oil. As Florida's and the 
Nation's economy struggle to recover, it is critically important to our ratepayers and our 
communities that EPA proposes an air toxic rule that assures that not only will public 
health be protected but also that it fully considers costs, economic growth, technological 
feasibility and national energy security. 

While FMEA is grateful for EPA's 30 day extension of the comment period, we believe 
that the magnitude of the economic impact of the proposed air toxic rule and serious 
questions as to the data relied upon by EPA in formulating this rule, justifies an 
additional 30 day extension for public comments. 

Although our members have had insufficient time to fully evaluate the proposed air toxic 
rule and the supporting technical documents, our review to date has created serious 
concerns as to EPA's justification for the rule and the proposed limits. 

Policy Issues: 

Pursuant to Executive Order 13563, FMEA Believes That EPA Has an Obligation to 
Maintain Consistency in Its Regulations When Addressing Court Vacaturs and 
Remands of CAIR and CAMR. 

FMEA's generating utilities actively participated in the lengthy and deliberative 
stakeholder process to develop the Clean Air Interstate Rule (CAIR) and the Clean Air 

417 E. College Ave. (32301) • PO Box 10114 • Tallahassee, Florida 32302 • (SSO) 224-3314 • Fax: (SSO) 224-2831 • www.publicpower.com 
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Mercury Rule (CAMR). Prior to the Court Vacatur ofthese rules, and in good faith to 
successfully meet the compliance time requirements for the rules, our members as well as 
many other utilities financially committed to and installed the additional air pollution 
controls needed to meet CAIR and CAMR emission reduction requirements. This 
additional air pollution control equipment has cost our members hundreds ofmillions of 
dollars and may now prove insufficient to meet the tighter air toxic emission limits 
proposed by EPA. It is noted that EPA provided detailed Regulatory Impact 
Assessments (RIAs) for CAIR and CAMR that demonstrated dramatic reductions in 
utility mercury emissions and deposition while having a minor impact on utility fuel mix. 
While FMEA acknowledges that EPA has been given significant discretion under the 
Clean Air Act (CAA), we believe that proposing air toxies limits that are more restrictive 
than those envisioned under CAMR would result in greater costs without commensurate 
benefits to the public. In addition, EPA's use of its discretion to increase the stringency 
of both CATR and the utility air toxics rule beyond that necessary to address the 
deficiencies identified by the Court is in conflict with the President's Executive Order 
13563.1 Specifically, FMEA members relied on EPA's CAIR and CAMR rules to 
establish air pollution control strategies which involved the commitment of hundreds of 
millions ofdollars that will ultimately be paid by our customers. By expanding and 
modifYing these rules as to both stringency and methodology beyond that necessary to 
meet the Court remand and Vacatur, EPA has created uncertainty for our utilities and 
forced additional costs onto our customers. These additional costs will exacerbate the 
weak Florida economy without any measurable improvement to air quality. 

I Executive Order 13563 provides in Section 1. General Principles of Regulation (a) Our regulatory system 
must protect public health, welfare, safety, and our environment while promoting economic growth, 
innovation, competitiveness, and job creation. It must be based on the best available science. It must allow 
for public participation and an open exchange of ideas. It must promote predictability and reduce 
uncertainty. It must identify and use the best, most innovative and least burdensome tools for achieving 
regulatory ends. It must take into account benefits and costs, both quantitative and qualitative. It must 
ensure that regulations are accessible, consistent, written in plain language, and easy to understand. It must 
measure, and seek to improve, the actual results of regulatory requirements. (b) This order is supplemental 
to and reaffirms the principles, structures, and definitions governing contemporary regulatory review that 
were established in Executive Order 12866 of September 30, 1993. As stated in that Executive Order and 
to the extent permitted by law, each agency must, among other things: (1) propose or adopt a regulation 
only upon a reasoned determination that its benefits justify its costs (recognizing that some benefits and 
costs are difficult to quantify); (2) tailor its regulations to impose the least burden on society, consistent 
with obtaining regulatory objectives, taking into account, among other things, and to the extent practicable, 
the costs of cumulative regulations; (3) select, in choosing among alternative regulatory approaches, those 
approaches that maximize net benefits (including potential economic, environmental, public health and 
safety, and other advantages; distributive impacts; and equity); (4) to the extent feasible, specifY 
performance objectives, rather than specifying the behavior or manner of compliance that regulated entities 
must adopt; and (5) identify and assess available alternatives to direct regulation, including providing 
economic incentives to encourage the desired behavior, such as user fees or marketable permits, or 
providing information upon which choices can be made by the public. 
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EPA Interpretation of Section 112(n)(1)(A) Is Inconsistent with Congressional 
Intent and the President's Regulatory Directive. 

Section 112(n)(1)(A) states that: The Administrator shall peiform a study ofthe hazards 
to public health reasonably anticipated to occur as a result ofemissions by electric utility 
steam generating units ofpollutants listed under subsection (b) ofthis section after 
imposition ofthe requirements ofthis Act. The Administrator shall report the results of 
this study to the Congress within 3 years after November 15, 1990. The Administrator 
shall develop and descn'be in the 
Administrator '.'I report to Congress alternative control strategies for emissions which 
may 
warrant regulation under this section. The Administrator shall regulate electric utility 
steam generating units under this section, if the Administrator finds such regulation is 
appropriate and necessary after considering the results ofthe study required by this 
subparagraph. 

It is apparent that Congress intended EPA to consider the impact of air toxic emissions 
from the utility industry after "imposition of the requirements ofthis Act" for use in the 
"necessary and appropriate" determination. The text the EPA used on page FR 76-24993 
for this phase is * * *, which tends to cloud the Congressional intent. It does not appear 
that EPA fully considered utility air toxic emissions after "imposition of the requirements 
of this Act" in its determination of"one in a million" risk and its conclusion that the 
delisting necessary to implement CAMR was not possible. EPA failed to consider the 
significant additional air toxic reductions that can reasonably be estimated from 
implementing CATR II and revised NAAQSs for Ozone and PM 2.5 as well as the new 
NAAQSs for one hour S02 and NOx concentrations. FMEA believes that EPA has the 
capability to estimate the additional air toxic reductions from implementing these and 
other programs.2 We also believe these reductions could likely reduce air toxic cancer 
risk to below the "one in a million" criteria for delisting. 

FMEA believes that: 

• 	 During the rule making process, EPA demonstrated that emission reductions from 
implementing CAIR and CAMR were sufficient to meet CAA requirements and 
were protective of human health. 

• 	 The Court did not find the CAMR structure violated CAA requirements but rather 
EP A failed to properly delist mercury and nickel. 

2 EPA has demonstrated the ability to estimate future emission reductions resulting from implementation of 
present and future CAA regulations. For example EPA in its March 2011 report "The Benefits and Costs 
of the Clean Air Act from 1990 to 2020" was able to project emission reductions, costs and benefits 
through 2020. 
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• 	 EPA should initiate the CAA delisting procedure for mercury and other 

Hazardous Air Pollutants (HAPs) and follow CAMR rule structure. 


• 	 EPA's Air Toxic Rule should require mercury reductions that are commensurate 
with the CAMR rule, 

EPA Did Not Use the Best Science as Required by Executive Order 13563 in 
Establishing the Reference Dose (RID) for Mercury. 

President Obama's Executive Order (EO) requires that Federal Regulations "must be 
based on the best available science". EPA failed to comply with the EO by relying on the 
flawed Faroe Islands study to calculate their mercury RID. The Faroe Islanders receive 
mercury exposure by atypical consumption ofpilot whale meat contaminated by PCBs 
which has little relationship to fish consumption in the U.S. EPA chose not to use the 
Seychelles Islands study, the most relevant to the U.S., where there was no adverse 
response observed in women or their children despite maternal mercury levels 10 times 
those found in the U.s' It is noted that EPA's RID is half that of the World Health 
Organization and Canada, one-third of the Agency for Toxic Substances and Disease 
Registry (ATSDR) and one-quarter of the Food and Drug Administration's 
recommendation.3 By establishing an RID based on a 5.8 ppb maternal blood level, 
EPA has determined that 8% of U.S. child bearing age women are at risk significant harm 
from mercury exposure to their unborn children. However, credible science available to 
EP A indicates that any effects from mercury blood levels used by the EPA to create their 
RID are virtually non-existent. 

FMEA is concerned that EPA's overly conservative RID is actual causing greater damage 
to children than the benefits that EPA hopes to achieve. In nations such as Japan and 

3 In 2001, EPA validated the current RID for mercury of 0.1 micrograms per kilogram ofbody weight per 
day that was established in 1996. However, the Food and Drug Administration (FDA) and the Agency for 
Toxic Substances and Disease Registry (ATSDR) have recommended regulatory levels that are 

significantly less stringent than EPA's reference dose. FDA has established an acceptable daily intake for 

mercury of 004 micrograms per kilogram of body weight per day. ATSDR has stated that "daily intake of 

methylmercury at a level of 0.3 micrograms per kilogram [of] body weight per day for extended periods up 
to a lifetime presents no risk of adverse health outcomes in even the most sensitive human popUlations 
(pregnant women, developing fetuses, and young children)." In 2003, the World Health Organization 

(WHO) revised its recommendation for safe intake levels for mercury in food to 1.6 micrograms per 
kilogram of body weight per week, In fact, the reference dose for mercury adopted by WHO is more than 

two times greater, and ATSDR's is three times greater, than EPA's reference dose. EPA's reference dose is 
the lowest due to the inclusion of an extremely conservative safety factor. (Source MercuryAnswer.org) 

http:MercuryAnswer.org
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Korea, with the maternal blood mercury levels higher than the U.S., there is no evidence 
of harm to child development or IQs.4 Some health experts are arguing that EPA's 
warnings to pregnant women to not eat fish that have higher than normal mercury 
accumulation (such as shark or swordfish) over the last 15 years have actually harmed the 
health of children in the U.S by reducing beneficial fish consumption by this important 
group (women of child-bearing age). 

Two recent scientific studies point in this direction. A study published in the Lancet in 
2007 (Maternal Seafood consumption in Pregnancy and Neuro-developmental Outcomes 
in Childhood: An Observational Cohort Study; Hibbeln, Vol. 369: pages 578-585) 
concludes maternal consumption of less than 340 grams of seafood per week did not 
protect children from adverse outcomes (less verbal intelligence and social development); 
rather, consumption of more than 340 grams of seafood a week produced beneficial 
outcomes, suggesting that "advice to limit seafood consumption could actually be 
detrimental."s The study concludes that "the risks of the loss of nutrients were greater 
than the risk of harm from trace contaminants in 340 grams of seafood a week." 

Another recent relevant study has been published in the New England Journal of 
Medicine by Dariush Mozaffarian6

• The study found no evidence of any clinically 
relevant adverse effects of mercury exposure on coronary heart disease, stroke or total 
cardiovascular disease in U.S. adults that was not outweighed by the beneficial effects of 
eating fish. This study, with a finding of no impact on adults, was funded by NIH. 

EPA has pointed for a number ofyears to the high health risk from exposure to mercury 
in the U.S. but the Agency's own proposed Utility MACT finds that the risk is very 
small. In the meantime, there is concern that EPA's fish warnings have caused women to 
lower all fish consumption, which is harmful to their health and the health of their 
children. 

EPA's Compliance Costs May Be Understated, While EPA's Methodology Appears 
to Overestimate Monetized Benefits. 

While EPA has estimated a range of monetized benefits for the air toxics rule, it presents 
a solitary figure for the costs ofcompliance based on an assumption that only 11.1 
gigawatts (GW) of coal-fired generation will be prematurely shutdown due to the air 
toxic rule (9.9 GW) and CATR rule (1.2 GW). However, other analyses from highly 
regarded experts place coal-fired electric generating unit (EGU) shutdowns at 48 GWs or 

4[4] Based the UN Food and Agriculture Organization data, Japan and South Korea consumed 152.1 and 
112.9 pounds of fish annually compared to U.S. consumption of 46.1 pounds. The average IQ in Japan and 

Korea are 105 and 106 respectively while the U.S. is 98 based on the 113 county IQ studies by Richard 

Lynn and JeIte Wicherts. 

5Hibbeln and his colleagues reported that the verbal IQ scores for children from mothers with no seafood 

intake were 50% more likely to be in the lowest quartile. 

6 (Mercury Exposure and Risk of Cardiovascular Disease in Two U.S. Cohorts, March 24, 2011, Volume 

364: pages 1116-1125) 
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higher.7 DOE experts believe under certain scenarios coal-fired EGU shutdown due to the 
proposed utility air toxic rule and other proposed EPA regulations could reach 70 GWs.8 

FMEA believes that EPA should provide a range of low (best case) and high (worst case) 
estimates for compliance costs for the air toxic rule and estimate the range ofcumulative 
impacts of the air toxic rule and other proposed rules. In addition, EPA makes the 
assumption that new moderately priced natural gas from shale formations will provide 
sufficient gas to allow fuel switching from coal to gas and replacement of existing coal 
capacity with gas-fired combined cycle units. However, a recent article in the New York 
Times indicates that the amount of gas available from shale formations may be greatly 
overestimated and that the cost of this gas may be significantly higher than original 
industry projections.9 

FMEA is concerned that EPA claims ofmonetized health benefits do not provide an 
accurate comparison ofbenefits and compliance costs. As pointed out on FR 76-24979 
EPA attributes 90% of the monetized benefits of the air toxics rule to the number of 
premature deaths avoided due to reductions in PM 2.5. These are co-benefits and in fact 
have nothing to do with mercury or non-mercury HAPs emissions. The claimed co
benefits for the rule amount to 99.99% of the rules monetized benefits or $59 billion to 
$140 billion as compared to annualized value lost income of $450,000 to $5.9 million 
over the life time of the U.S. population based on a reduction of0.00213 IQ points. 

We also have concerns that the method that EPA uses to estimate monetized benefits 
produces estimates larger than are reasonable. Specifically, we have concerns that using 
the value of a statistical life (VSL) based on the public's willingness to pay (WTP) results 
in a VSL of about $8 million. EPA uses this VSL to monetize a premature death avoided 
regardless of the length of time death is postponed whether a week, a month or several 
years. In contrast, the annual value for GDP per person in the U.S. is approximately 
$42,000. Even ifthe air toxic rule postponed a premature death for 10 years, the GDP 
value would be about 5% of the EPA VSL. 

The National Research Council, in announcing its 2008 report "Estimating Mortality Risk 
Reduction and Economic Benefits from Controlling Ozone Air Pollution," noted: "EPA 
applies the VSL to all lives saved regardless of the age or health status. For instance, a 
person who is 80 years old in poor health is estimated to have the same VSL as a healthy 
two year old. To determine if an approach that accounts for differences in the remaining 
life expectancy could be supported scientifically, EPA asked the committee to examine 
the value of extending life. For example, EPA could calculate the VSL to estimate the 
value of remaining life, so the two-year-old would have a higher VSL than an 80-year
old. It is plausible that people with shorter remaining life expectancy would be willing to 

7 "Proposed CA TR and MACT" American Coalition for Clean Coal Energy, NERA 2011 
8 James Wood, deputy assistant secretary for the U.S. Department of Energy, comments at the Eastern Coal 
Council's Annual Conference May 2011 
9 New York Times article June 26,2011 "Insiders Sound an Alarm Amid a Natural Gas Rush" 
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devote fewer resources to reduce their risk ofpremature death than those with longer 
remaining life expectancies. In contrast, if the condition causing the shortening of life 
expectancy could be improved and acceptable quality of life can be preserved or restored, 
people may put a high value on extending life, even if they have other health impairments 
or are quite elderly. " 

In addition, considering the reductions of S02 and NOx due to CA TR and the reVISIons 
of the Ozone and PM2.5 NAAQS and the one hour S02 and NOx NAAQS, it is likely 
that the PM 2.5 reductions attributed to the air toxics rule would have occurred without 
the rule. 

The MACT Provisions of EPA's Air Toxics Rule Should Not Apply to Non-mercury 
Metals and Acid Gases. 

In the rule preamble and the supporting technical documents, EPA fails to provide any 
evidence of any risk to the general population from non-mercury metal HAPs and acid 
gases. FMEA believes that it is only appropriate to develop regulations under Section 112 
for the two hazardous air pollutants (mercury and nickel) for which EPA has provided 
evidence of a significant risk to the pUblic.lO If EP A believes that non- mercury metals 
and acid gases must be regulated, EPA should regulate these HAPs under a less costly 
and more flexible health- based standard. 

EPA's Use of Discretion Should Reflect Sound Judgment and the Clear Intent of 
Executive Order 13563 

FMEA acknowledges that EPA has discretion in developing utility air toxies rules under 
Section 112 and believes that this discretion allows EPA to consider the economic 
realities facing the country today. It is noted that EPA has been given relatively little 
discretion in developing MACTs for virtually ever industrial source except for electric 
utilities, which got entirely different treatment under (n)(l)(a). In addition, FMEA 
believes that Executive Order 13563 provides important guidance as to the use of EPA's 
discretion. All the information provided by EPA in the preamble of the proposed air 
toxics rule indicates that the proposed rule will have a major impact on the fuel mix of 
electric utilities and electric generating capacity. The projected cost for the rule is 
significant while providing only minimal benefits from the direct reduction of hazardous 
air pollutants. By EPA's own calculations, 99.99% ofall benefits from the proposed rule 
will result from co-benefits associated with estimated reductions of S02 and NOx 
resulting in lower ambient PM2.5 and Ozone levels. However, these co-benefits would 
naturally follow the implementation of other CAA requirements currently in progress 

10 FMEA is not necessarily supporting EPA's findings regarding the risk but that EPA used scientific data 

and analysis to demonstrate a risk to the public. 


http:pUblic.lO
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including the revised PM2.5 and Ozone NAAQS as well as the one hour S02 and NOx 
NAAQS, which will lead to lower S02 and NOx caps under CA TR. 11 

FMEA believes that EPA has used it discretion to increase the stringency of the proposed 
Utility Air Toxics Rule without regard to the lack of additional health benefits that might 
accrue or the unnecessarily high costs that will be incurred by the public. We believe that 
EP A should use its discretion to minimize the cost impact of this rule while still 
providing for the safety of the public by modifying the proposed rule as follows: 

• 	 EPA should eliminate the use of a "Franken" Plant approach to establish a MACT 
standard for coal and oil-fired EOU s. Specifically, we believe that EPA could 
establish a MACT that is based on the performance of individual EOUs for all 
HAPs to be regulated. This would result in less compliance cost with little-to-no 
change in health benefits or impacts. 

• 	 EPA should not expand the proposed utility toxics rule beyond mercury and 
nickel since EPA provided no data as to any health risks associated with non
mercury metal HAPS and acid gases related to fossil fuel-fired EOUs. Regulating 
these emissions would serve no purpose and would add cost without 
commensurate health benefits. In addition, EPA has not shown that the regulation 
of Hel and other air toxics is necessary and appropriate. 

• 	 EPA should use its discretion to regulate utility air toxics with health-based 
emission standards, which would decrease costs without jeopardizing public 
health and safety. 

EPA's Proposed Compliance Requirements Are Overly Burdensome and Should Be 
Modified 

FMEA believes that there are certain compliance requirements for the proposed air toxic 
rule that may result in periods of noncompliance by some EOUs that may be capable of 
complying with the emission limits under normal operations. We believe that the 
following changes would facilitate compliance with the proposed rule: 

• 	 PM compliance testing should involve only filterable particulates. Including 
soluble particulates will complicate compliance testing without providing any 
significant additional compliance assurance. 

• 	 Compliance during startup and shutdown may not be reasonable in some cases. 
EPA makes the case most coal-fired utilities start up on natural gas and therefore 
should be in compliance during periods of startup and shutdown. However there 
are many EOUs that use oil for start up when natural gas is unavailable. 

II In the preamble for CA TR, EPA discusses this relationship between revisions to lower NAAQS and 
future reductions of S02 and NO, cap under CA TR. 
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Manufacturers' protocols often require additional delays or control equipment 
during startup when using oil as opposed to natural gas. EPA should consider an 
exception to the provision related to compliance during startup and shutdown 
when an EGU is forced to use oil or natural gas is not available. 

• 	 FMEA believes that a 3D-day rolling average for compliance may be unworkable 
for some units and is unnecessarily restrictive. Many coal-fired EGUs are 
designed to work to burn a variety ofcoal types. In addition, chemical 
constituents of coals from the same source can vary significantly. In certain cases 
variations in chlorine content in a coal may mean the difference between 
compliance and noncompliance with EP Ns proposed air toxic rule limits. Since 
EPA's concern centers around long-term emissions of air toxics into the 
environment, FMEA suggests a 12-month rolling average as the basis for 
determining compliance with proposed air toxic limits. 

• 	 EPA should expand the number of subcategories to reflect fuel composition, air 
pollution controls (APCs), andlor boiler size and type on the effectiveness of air 
toxic emission reductions. 

FMEA Support of Other Trade Association Comments 

FMEA utilities are members of the American Public Power Association (APPA), the 
Class of 85 Regulatory Group, and the Florida Electric Power Coordinating Group 
(FCG). We endorse the comments provided by these groups on EPA's utility air toxic 
rules. 

FMEA appreciates the opportunity to provide comments on EPA's proposed Utility Air 
Toxic Rule. If you have any questions or need further information on our comments 
please contact Barry Moline, Executive Director of the Florida Municipal Electric 
Association at 850-224-3314, ext. I (bmoline@publicpower.com) or Robert L 
Kappelmann PE, FMEA Energy and Environmental Policy Consultant at 904-307-6277 
(kapprl(iv,juno.com). 

Sincerely, 

~ 


Barry Moline 
Executive Director 

http:kapprl(iv,juno.com
mailto:bmoline@publicpower.com



