STATEMENT OF BASIS

PROJECT DESCRIPTION

The purpose of this project isto revise Title V air operation permit No. 1010373-006-AV to incorporate the
specific conditions of air construction Permit No. 1010373-009-AC to allow increases for the three 170 megawatt
(MW) simple cycle units (EU-001, EU-002 and EU-003) from 1,612 to 1,704 million Btu per hour (MM Btu/hr)
when firing natural gas and an increase from 1,806 to 1,889 MM Btuw/hr when firing distillate oil.

FACILITY DESCRIPTION

Thefacility is an electrical generating power plant with a Standard Industrial Classification Code of SIC No.
4911. Thefacility islocated in Pasco County at 14240 Merchant Energy Way, Spring Hill, Florida. The UTM
coordinates are Zone 17, 347 km East, and 3139 km North.

Thisfacility consists of three, dual-fuel, nominal 170 megawatt (MW) General Electric Frame 7FA combustion
turbine-electrical generators (Model PG7241 7FA), three exhaust stacks that are 18 feet in diameter and 75 feet
tall, and one 2.8-million gallon distillate fuel oil storage tank. The combustion turbine units can operatein
simple-cycle mode and intermittent duty mode. The units are equipped with Dry Low-nitrogen oxides (NOy)
combustors and water injection capability. Thisfacility operates during peak hours of electrical use. Compliance
Assurance Monitoring (CAM) does not apply to these emissions units because compliance is demonstrated by
using a NOx continuous emissions monitoring system (CEMS).

PRIMARY REGULATORY REQUIREMENTS
o Thefacility is not amajor source of hazardous air pollutants (HAP).
o Thefacility has units subject to the acid rain provisions of the Clean Air Act.

o Thefacility isaTitle V mgor source of air pollution in accordance with Chapter 213, Florida Administrative
Code (F.A.C)).

e Thefacility isamajor stationary source in accordance with Rule 62-212.400, F.A.C

e The facility operates units subject to the New Source Performance Standards (NSPS) of 40 Code of Federal
Regulations (CFR) 60.

APPLICABLE REGULATIONS
In addition to federa rules above, this facility is subject to the following state rules:

APPLICABLE REGULATIONS EUID

Rule 62-4, Permitting Requirements

Rule 62-204, Ambient Air Quality Requirements, PSD Increments, and Federal Regulations
Adopted by Reference

Rule 62-210, Permits Required, Public Notice, Reports, Stack Height Policy, Circumvention,
Excess Emissions, and Forms

Rule 62-212, Preconstruction Review, PSD Review and BACT, and Non-attainment Area 001, 002,
Review and LAER

Rule 62-213, Title V Air Operation Permits for Mg or Sources of Air Pollution 003

Rule 62-214, Acid Rain Program Requirements

Rule 62-296, Emission Limiting Standards

Rule 62-297, Test Methods and Procedures, Continuous Monitoring Specifications, and

Alternate Sampling Procedures

Shady Hills Power Company, LLC Draft Air Permit No. 1010373-010-AV

Shady Hills Generating Station
Page 1 of 2



STATEMENT OF BASIS

PROJECT REVIEW

On June 23, 2008, the applicant submitted an application to revise the original air construction permit (Permit No.
1010373-001-AC / PSD-FL-280) and concurrently revise the Title V air operation permit (Permit No. 1010373-
006-AV) for the following items:

Section I11, Subsection A: Revise the reference to NSPS Subpart GG with areference to NSPS Subpart KKKK.
The permit has been revised accordingly.

Section |11, Condition A.1.: Revise the maximum heat input rates using alower heating value (LHV) from1,612
million Btu per hour (MMBtu/hr) to 1,704 MMBtu/hr when firing natural gas and from 1,806 MMBtu/hr to 1,889
MM Btu/hr when firing No. 2 or superior grade of distillate fuel oil. The permit has been revised accordingly.

Section |11, Condition A.5.: Revise the hours of operation language to allow an average of 1,000 hours per year
per turbine of distillate il firing. The permit has been revised accordingly.

Section I11, Section A.9.c.: Add clarifying language to require a NO reduction plan when oil firing reaches the
allowable limit of 1000 hours per year on any combustion turbine. The permit has been revised accordingly.

Section |11, Condition A.16.: Add acondition to clarify CEMS data exclusions when conducting major
combustor tuning. The permit has been revised accordingly.

Section |11, Condition A.21.: Add clarifying language to require additional compliance tests after any
modification of the unit or pollution control equipment and change Reference Method 20 to Reference Method
7E. The permit has been revised accordingly.

Section V: Replace Appendix NGG with Appendix NKKKK; Subpart KKKK--Standards of Performance for
Stationary Combustion Turbines. The permit has been revised accordingly.

CONCLUSION

This project revises Title V air operation permit No. 1010373-006-AV, which wasissued on December 20, 2007.
This TitleV Air Operation Permit Revision isissued under the provisions of Chapter 403, Florida Statues (F.S.),
and Chapters 62-4, 62-210, 62-213 and 62-214 F.A.C. In accordance with the terms and conditions of this permit,
the above named permittee is hereby authorized to operate the facility as shown on the application and approved
drawings, plans, and other documents, on file with the permitting authority.
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