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Ms. Karen Hill

Texas Commission on Environmental Quality
P. O. Box 13087 (MC - 206) 

Austin, Texas  78711

Re:
Comments on the East Texas/Dallas Fort Worth NOx State Implementation Plan November 18, 2005 Electric Generating Facility Stakeholder Meeting
Introduction


FPL Energy, LLC (FPL Energy) appreciates the opportunity to comment on the November 18th, 2005, East Texas (ETX), NOx State Implementation Plan (SIP) electric generating units (EGUs) stakeholders meeting.  We hope that through this and future conversations, we can add value to and assist the TCEQ in their rule development process.  FPL Energy owns two gas-fired combined cycle electric generating facilities (EGFs) located in the East Texas region.  Our Lamar facility is in Paris, TX and consists of two 500 MW units.  These units became operational in 2000 and 2001 respectively.  FPL Energy’s Forney facility consists of two units located in Kauffman County, TX.  The Forney units became operational in 2003 and are permitted to generate up to 1675MW of electricity.  FPL Energy, an FPL Group energy-generating subsidiary, is a leader in producing electricity from clean and renewable fuels with a growing national presence currently operating in 24 states.  In addition to owning and operating fossil fuel fired electric generating units (EGUs), FPL Energy owns and operates numerous renewable energy facilities in the U.S. and with a significant presence in Texas.  Currently FPL Energy owns 3700 MWs of renewable energy capacity in the U.S. which include 970 MWs of wind turbines located in Texas. 
During the November 18, 2005 stakeholder meeting, representatives for TCEQ presented some options for the upcoming rulemaking proposal for the Dallas/Fort Worth, (DFW), NOx State Implementation Plan, (SIP), to bring the area into compliance with the EPA 8-hour ozone standard.  The options proposed for the implementation of the DFW SIP would establish a regional NOx program designed to bring the entire East Texas Region (ETX) into compliance with the EPA’s 8-hour ozone standard.  Senate Bill 7 of the 75th Texas State Legislature, defined the ETX region as all counties traversed or east of I-35 and north of San Antonio and all counties traversed or east of Interstate 37 south of San Antonio.  One of the proposals for the DFW SIP will duplicate the command and control emissions specifications developed for the Houston/Galveston region throughout the entire ETX region.  This would equate to approximately an 80%-90% reduction of existing EGU NOx emissions.  TCEQ estimates these reductions would result in a 1.1 part per billion (ppb) reduction in the concentration of ozone for DFW.  The TCEQ estimates a 6 ppb reduction is needed to bring the DFW non-attainment area into bring the area into compliance with the EPA’s 8-hour ozone standard.  The agency claims that emissions controls resulting from the 2005 federal CAIR and CAMR regulations will not be enough to gain the targeted 1.1 ppb ozone reduction.
The following comments are in response to the information presented by the TCEQ prior to and during the stakeholders meeting held in Austin on November 18, 2005.

Comments

Sources Targeted for Reduction
In 1999 the SIP rule changes imposed approximately 50% NOx emissions reductions on EGUs in East and Central Texas.  With the exception of cement kilns, those SIP revisions did not require other point sources to reduce their NOx emissions.   At that time, EGUs only made up about 50% of the NOx emissions from point sources in the area.  Although the owners of these EGUs argued during the 1999 rulemaking that those reductions were arbitrary, unfair, and improper, the SIP revisions were implemented and the EGUs were required to institute the prescribed NOx emissions reductions.  Now EGUs are being asked to consider more NOx emissions reductions.  FPL Energy believes that it is inappropriate to consider these reductions until proportionately stringent NOx emissions reductions are imposed on all other types of NOx sources in the DFW and ETX area.  EGUs have already made substantial reductions without similar NOx reductions from other point sources, non-road mobile sources, on-road mobile sources, or area sources.  To single out EGUs again without imposing proportional reductions on other sources would not only be inappropriate but would not achieve the desired result of bringing the DFW area into attainment.  

The Clean Air Interstate Rule, (CAIR), and the Clean Air Mercury Rule, (CAMR), will some require EGUs to install emissions controls.  The presentation made by TCEQ mentioned CAIR and CAMR but did not give any specific values for reductions resulting from the implementation these rules.  Any viable strategy to bring the DFW area into attainment for the 8-hour ozone standard must consider the impacts of CAIR and CAMR implementation.  The EPA has indicated CAIR and CAMR may be sufficient to bring some areas into compliance with the Regional Haze or BART regulations.  It appears the TCEQ deems the same regulations having a negligible effect on ozone in DFW.  The 8-hour ozone design value in the DFW non-attainment area will be impacted by emissions controls brought about CAIR and CAMR.  Those impacts must be evaluated prior to seeking additional and significantly more stringent NOx emissions reduction requirements are placed EGUs in East Texas.

The ETX EGUs should not be the primary target for the emissions reduction to bring the DFW area into attainment with the EPA’s 8-hour ozone standard.  The information presented by the TCEQ on the 2010 Emissions Inventory show mobile sources as the primary sources of NOx (70%) in the 9 county DFW area, while point sources contribute only 21% of the NOx emissions.  Of that 21%, not all those NOx sources are EGUs.  If EGUs are less than 1/5 of the NOx emissions, why is the TCEQ focusing its efforts on an 80%-90% reduction from these sources?  From this data, it is clear main contributing factors to the DFW non-attainment status for the 8-hour ozone standard originate from NOx emissions from mobile on-road and off-road sources.  The latest TCEQ SIP modeling indicates that the proposed EGU NOx reductions would only achieve 18% of the targeted reduction to ozone concentrations in DFW (1.1ppb of 6 ppb).  In fact, assuming that TCEQ were to achieve a 100% reduction in NOx emissions by shutting down all EGUs and reducing the ozone concentrations in DFW by a total of 1.4 ppb, DFW would not achieve the TCEQ modeled 6 ppb reductions and would continue to exceed the 8-hour ozone standard.  If the rules the TCEQ is developing were to impose NOx emissions reductions on EGUs only, such rules would not only be arbitrary and unfair, but ineffective as well.
Economic Impacts
According to comments presented by other EGUs at the November 18th stakeholders meeting, “…the only possible way that the NOx emissions reductions that the TCEQ is considering might be achieved would be if every existing EGU in East Texas were to be retrofitted with Selective Catalytic Reduction (SCR).”  TCEQ must give serious consideration to the impact and validity this statement.  The installation of an SCR involves a large capital expenditure and extensive down time for the affected unit.  To install an SCR at FPL Energy’s Lamar and Forney facilities, the cost would be approximately $ 7,000-$12,000/ton NOx reduced.  This figure does not include the economic impacts of revenue lost from the down time needed to install the controls, the interest on the money borrowed to install the equipment, or the increased fuel costs from the impacts the new control equipment will have on efficiency.  To impose more stringent emissions requirements on these units would not be an appropriate use of money or resources.  The U.S. Congress requires the EPA to address cost effectiveness of controls for NOx to ensure that an undue economic burden is not created when promulgating rules.  EPA’s evaluation of cost effective controls for the reduction of NOx from EGUs assumes that a reasonable cost benefit range can be as high as $3,000-$4,000 per ton.  Since the cost effectiveness of the proposed SIP for DFW has direct and indirect economic effects on the citizens of Texas and the Texas economy, TCEQ has a responsibility to make wise and prudent decisions.  It would be more prudent for money to be spent on a cost effective control strategy than to require our efficient units to install unnecessary control equipment.  
In addition, the TCEQ must consider the availability of qualified contractors and materials needed to install all the SCRs by the January 1, 2009 deadline.  With all or even a large percentage of the ETX EGUs installing SCRs, the hardware suppliers as well as the installation contractors would not be able to meet the increased demand for their services.  Facilities installing SCRs will be required to submit applications for new Title V permits under the EPA’s New Source Review regulations.  This would increase the burden on TCEQ Air Permitting Section staff and resources.  Another administrative burden is the increased amount of Risk Management Plans to be filed TCEQ and EPA.  Facilities installing anhydrous ammonia tanks as a result of SCR installation will be required to submit and maintain compliance with EPA’s Risk Management Plan regulations.  All these are additional costs would be added to the control equipment capital expenditures.  The high cost of retrofitting some EGUs, including limited use or cycling units, is not economically viable and will cause many of these units to be taken out of service and retired.  The retirement of these EGUs will affect the local economy by reducing the tax base, reducing direct and indirect jobs, and exporting electric generating capacity to neighboring states.  One stakeholder has calculated the cost to EGUs of the proposed NOx reductions to be in excess of $9 billion/ppb reduction in ozone concentration.  The TCEQ must evaluate if this is a reasonable ratio or if reductions from another source would be more prudent.  

The economic impacts extend beyond those incurred at the affected facilities.  The increased cost to EGUs will cause the price of electricity to increase.  EGU owners will need to pass their additional compliance costs onto consumers through the higher bid prices submitted to recover their marginal and fixed costs.  This affects not only the direct consumers of electricity but also consumers of goods and services whose producers will pass on their increased electricity costs as well.  Finally, the increased electricity costs incurred by all government agencies and public services will need to pass on their costs through increased taxes or through the reduction of services in order to remain within budget constraints. 
Affects on Generation Capacity

The TCEQ must consider the impacts of the proposed reduction on electric generating capacity in Texas.  Since ETX EGUs produce 84% of the electricity in Texas, any reduction of that generating capacity in this area will have a direct impact on the available electric generation reserve.  As mentioned earlier, the implementation of stringent NOx emissions reductions would cause the retirement of some of the current generating capacity.  This generating capacity would have to be replaced.  In addition, growth is causing an increase to the demand for electricity in Texas.  This means Texas will need new electric generating facilities.  Because of the combination of constrained availability of PBR coal and the EPA’s stringent New Source Review requirements, most new generation consists primarily of gas-fired facilities.  This causes a new set of problems which include: limited natural gas supplies, high prices for natural gas, constrained gas distribution.  
FPL Energy also recognizes that in addition to the ongoing difficulties in operating the state’s electrical grid, new constraints on the operation of facilities with additional NOx controls will have a significant impact on the ability to maintain reliable and cost effective electricity.  Many units installing SCRs will no longer be able to achieve their current dispatch abilities to increase generation to meet load and will also be significantly limited in their ability to operate at lower loads without shutting down.  The cumulative affect of these and other grid operating issues will result in the inefficient use of the available generating assets and increased reliability problems resulting from the inability to meet rapid load demand increases.  These are real issues that must be addressed prior placing any emissions reductions requirements on ETX EGUs.  We recommend that the TCEQ also the consult with the Texas PUC prior to the implementation of any rulemaking that could affect the availability of electricity in the state. 
Conclusion

FPL Energy appreciates the opportunity to comment on the information presented during the November 18th stakeholders meeting and to participate in the process of developing the NOx reduction strategy for the upcoming rulemaking proposal.  We at FPL Energy and FPL Group would like to continue to assist TCEQ in the evaluation of any current or future emissions reduction strategies.  FPL Energy feels that in order for the SIP revisions to be in the best interests of environmental as well as the citizens of Texas, the following items must be given serious and extensive consideration:
· EGUs have already made NOx reductions without similar reductions from other point sources, non-road mobile, on-road mobile, or area sources.  Any further reductions to EGUs should only be considered after comparably stringent reductions have been implemented to other NOx sources.  Reductions should be proportional to the percent contribution to the ozone concentrations in the DFW 8-hour non-attainment area.
· Further reductions on EGUs will increase the cost of electricity.  An extensive cost and economic impact analysis of further reductions will have on government agencies, the public, and industrial sector must be conducted and evaluated.
· A detailed analysis of the quantity of emissions reduced per dollars spent must be conducted in order to maximize effectiveness of the any proposed reduction strategies. 
· The Texas Public Utilities Commission and ERCOT must be consulted in order to properly evaluate the impacts any proposal will have on the price, reliability, and availability of electricity.

· CAIR and CAMR will have an effect on emissions in the ETX area and the DFW 8-hour ozone design value.  These impacts must be evaluated in detail prior to implementation of additional control requirements.
FPL Energy realizes this is only the beginning of the process to develop a new SIP for the DFW 8-hour ozone non-attainment area.  It is our hope that TCEQ will agree with our conclusion that seeking further reductions from EGUs is not the answer to the DFW ozone non-attainment issue.  It is not apparent at this time that any or all the proposed reduction strategies will have a measurable or significant affect on the ozone 8-hour attainment status for DFW.  We feel confident that in working with the TCEQ, we can assist in the development of a cost effective emissions reduction strategy.  FPL Energy looks forward to working with TCEQ on this and other issues in the future.  If you have any questions or would like any more information on these or any other issues, please feel free to contact me.  
Thank You,

Kyle Boudreaux

State Environmental Strategic Issue Coordinator
FPL Group
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