'THE COMMITTEE ON ENERGY AND COMMERCE
INTERNAL MEMORANDUM

February 6, 2012

TO: Members, Subcommittee on Energy and Power
FROM: Committee Staff
RE: Hearing on “The American Energy Initiative”

On Wednesday, February 8, 2012, at 10:00 a.m. in room 2123 of the Rayburn House
Office Building, the Subcommittee on Energy and Power will hold the fifteenth day of its
hearing on “The American Energy Initiative.” This day of the hearing will focus on what EPA’s
Utility MACT rule will cost U.S. consumers.
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1. BACKGROUND

On December 21, 2011, President Obama’s EPA announced a final rule entitled
“National Emission Standards for Hazardous Air Pollutants from Coal- and Oil-Fired Electric
Utility Steam Generating Units and Standards of Performance for Fossil-Fuel-Fired Electricity
Utility, Industrial-Commercial-Institutional, and Small Industrial Commercial-Institutional
Steam Generating Units.” EPA refers to these as the “Mercury and Air Toxics Standards,” and
the rule is commonly known as the “Utility MACT” rule.

The Utility MACT rule sets new hazardous air pollutant emissions limits, known as
Maximum Achievable Control Technology (MACT) standards, for coal and oil-fired power
plants, as well as New Source Performance Standards (NSPS) for electric generating units for
particulate matter, sulfur dioxide and nitrogen oxides.> The Utility MACT rule was originally
proposed on March 16, 2011 (76 Fed. Reg. 24976 (May 3, 2011)), and the agency received over
900,000 public comments, including approximately 22,000 unique comments.

EPA projects the new rule affects approximately 1,400 units at about 600 power plants.
The rule will require installation of a range of environmental controls including wet and dry
scrubbers, dry sorbent injection systems, activated carbon injection systems, and fabric filter
(bag house) technologies at affected plants or face shutdown. The NSPS requirements will affect
utility boilers that burn coal, oil or natural gas to produce steam.

The rule requires new facilities to comply with the MACT standards within 60 days of
the rule’s effective date or upon startup of the facility. The rule requires existing facilities to
comply within 3 years, with a potential one-year extension that may be authorized in certain
circumstances by EPA or state permitting authorities, and a potential second-year extension that
may be authorized under very limited circumstances by EPA.’

The rule has been characterized as the most expensive rule ever imposed by the agency
on the power sector. EPA in the Fact Sheet it issued to accompany the rule estimates the total
national annual cost of the rule will be $9.6 billion. The Regulatory Impact Analysis (RIA)
accompanying the rule estimates annualized compliance costs of the requirements on coal-fired
generation to be $9.4 billion in 2015, $8.6 billion in 2020, and $7.4 billion in 2030. The RIA
produced by EPA does not provide a total cost of the regulation, but only a share of those costs
assigned to three select years that are amortized over 30 to 40 years. Because costs are
ultimately passed on to consumers in the form of higher electricity prices, the Committee has
formally requested this information from EPA.*

! For links to the final rule and related documents see Final Rule (Pre-Publication Version Released 12/21/11); Dec.
21, 2011 Press Release; Fact Sheet on Benefits and Costs; Fact Sheet Summarizing Rule; Fact Sheet on Reliability
Issues; Fact Sheet on Changes from Proposed to Final Rule; RIA; see also Link to Rule Materials.

’For links to the proposed rule and related documents see Proposed Rule; March 16, 2011 Press Release; Fact Sheet,
Overview, RIA for Proposed Rule.

* See EPA Memo on Enforcement Policy; and Presidential Memo on Rule Implementation.
* See Letter to Administrator Jackson dated January 24, 2012.



http://www.epa.gov/mats/pdfs/20111216MATSfinal.pdf
http://yosemite.epa.gov/opa/admpress.nsf/bd4379a92ceceeac8525735900400c27/bd8b3f37edf5716d8525796d005dd086!OpenDocument
http://yosemite.epa.gov/opa/admpress.nsf/bd4379a92ceceeac8525735900400c27/bd8b3f37edf5716d8525796d005dd086!OpenDocument
http://www.epa.gov/mats/pdfs/20111221MATSimpactsfs.pdf
http://www.epa.gov/mats/pdfs/20111221MATSsummaryfs.pdf
http://www.epa.gov/mats/pdfs/20111221MATScleanair-reliableelectricity.pdf
http://www.epa.gov/mats/pdfs/20111221MATScleanair-reliableelectricity.pdf
http://www.epa.gov/mats/pdfs/20111221MATSadjustmentsfs.pdf
http://www.epa.gov/ttn/ecas/regdata/RIAs/matsriafinal.pdf
http://www.epa.gov/mats/actions.html
http://www.regulations.gov/#!documentDetail;D=EPA-HQ-OAR-2009-0234-2910
http://yosemite.epa.gov/opa/admpress.nsf/1e5ab1124055f3b28525781f0042ed40/ccfc03484502c0698525785500728436!OpenDocument
http://www.epa.gov/airquality/powerplanttoxics/pdfs/proposalfactsheet.pdf
http://www.epa.gov/airquality/powerplanttoxics/pdfs/presentation.pdf
http://www.epa.gov/ttn/ecas/regdata/RIAs/ToxicsRuleRIA.pdf
http://www.epa.gov/mats/pdfs/EnforcementResponsePolicyforCAA113.pdf
http://www.whitehouse.gov/the-press-office/2011/12/21/presidential-memorandum-flexible-implementation-mercury-and-air-toxics-s
http://republicans.energycommerce.house.gov/Media/file/Letters/112th/012412EPA.pdf
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1. ISSUES
The following issues are expected to be examined at the hearing:
e The total and net cost of the Utility MACT rule;
e Potential impacts on electricity prices;
e Potential impacts on the costs of goods and services;
e Potential impacts on jobs and the economy; and,

e Other costs associated with implementation of the rule.

IV.STAFF CONTACT

If you have any questions regarding the hearing, please contact Mary Neumayr at (202)
225-2927.



