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The Florida Alliance For Renewable Energy (FARE) files its comments on the Commission’s 
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BEFORE THE FLORIDA PUBLlC SERVICE COMMISSION 

IN RE: Establishment of Rule on Renewable 
Portfolio Standard. 

DOCKET NO. 080503-El 
Filed: August 25,2008 

COMMENTS OF THE FLORIDA ALLIANCE FOR RENEWABLE ENERGY 

The Florida Alliance For Renewable Energy (FARE) files its comments on the 
Commission’s proposed Rules 25-17.400,25-17.410, and 25-17.420 and states as follows: 

“The real concern for the long term growth of the solar energy industry in FIorida is that the 
RECprogram will benefit a few large companies at the expense of many small and mid-sized 
companies.” Open Letter to Govemor Crist dated May 8” 2008 from 49 individuals and solar 
companies representing a major portion of the Florida solar industry, including a top 6 global 
solar manufacturer‘ “(Solar Industry Letter”). 

We do not believe that the PSC strawman ruling will fulfill the objectives laid out by the 
Govemor in his Executive Orders in 2007 at the best value for ratepayers. 

1. Summary 

We are confident that the PSC and their staff are well-informed on the issues of renewable energy 
policies including the problems associated with Renewable Energy Credits (“RECs”) versus the 
benefits of other policies such as Feed-In Tariffs (known as Renewable Energy Payments or 
“REPS”). Consequently, we are deeply concerned about the direction Florida will be heading with 
regard to the future of the renewable energy industry in Florida, as set out in this draft rule. 

We do not believe that a Renewable Energy Credit (REC) policy will achieve the renewable 
objectives set out by the Governor, nor do we believe that RECs are a fair and equitable policy 
allowing equal opportunity to develop renewable resources; nor are they the best value for 
ratepayers - in fact, study after study has shown that RECs are the most expensive policy option 
for ratepayers, costing up to 57% more’. They contrast especially poorly when compared side by 
side with REPS. 

A direct comparison between a REC market in the UK versus Germany, which has REPs, shows 
that the UK pays - 23% more than Germany per mwhr of renewable power despite having 
predominantly lower cost wind whereas Germany has 3800MW of- higher cost solar ~apac i ty ;~ ,  
while Germany’s policy also delivered 72.7 TWHr of renewable power or 4x that of the REC 
system in the UK. 

So RECs as currently drafted in the PSC rule are a more expensive policy and less successful in 
generating investments in renewables - they are the renewable equivalent of the Alaskan bridge 
to nowhere. 

Letter is attached as Appendix 1 

Summit Blue Study on New Jersey 

Ernst 8 Young Renewable Energy Country Attractiveness Indices Q2 2008 
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Another real concem for the long term growth of the renewable energy industry in Florida is that 
the REC program will benefit a few large out of state companies at the expense of many small 
and mid-sized companies already operating in Florida. It is likely to impede the future growth of 
Florida companies and potentially impede growth in employment in the industry in Florida. RECs 
are complex, opaque, administratively burdensome and unpredictable. Few small to inid sized 
organizations have the capability to fully assess and manage the risks associated with a REC 
policy. 

It is consequently a policy advocated by some of the biggest out of state solar entities as well as a 
few utilities that are allied to them as they are some of the few companics with the size to have 
the legal and regulatory capabilities to participate in a REC policy mechanism. Some of these 
entities formed a lobbying group called REMA‘, including FPL, SunPower and SunEdison. 
SunPower and FPL have already entered into contracts on 2 projects in Florida totaling 35MW. 

We believe that under a REC policy, market concentration and an o~igopoly of REC providers 
will develop from out of state companies with experience of both lobbying for and drafting RECs 
policies and then operate under the mechanisms that have been implemented elsewhere. Native 
Floridian renewable companies do not have this leaming curve advantage and will be 
disadvantaged accordingly. 

We do not believe that Florida legislators or ratepayers want a renewable program like RECs that 
will discriminate in practice against existing Florida renewable companies. 

Intemationally, utility Feed-In Tariffs (known as REPs in the US) have become the incentive of 
choice for increasing the uptake of solar, biomass, wind and other renewable energy technologies. 
Notably, this policy has been implemented in over 45 countries around the world. This proven 
policy option is gaining ground because it takes the state’s fiscal role off the table. Indeed, many 
of the recent calls from Solar Energy Industry Associations, like FlaSElA and Mid-SEIA, for 
REP policies have come from businesses concerned about REC-dependent markets. 

A REP - which most people know as the mechanism that started Germany’s solar, wind and 
biomass boom - offers anyone with a renewable energy system a fixed payment for the 
electricity generated by that system. The incentive is designed to provide the system owner with 
a reasonable rate of retum. Instead of relying on the state, utility companies provide the 
incentives by charging all ratepayers the extra cost bome by purchasing renewable energy. REPs 
provide long-term stability, which in tum reduces capital costs and allows for a much more 
diverse group of companies, entities and individuals to invest in renewable energy. REPs are a 
simple, stable, inclusive approach to developing renewables in Florida that does not pick 
technology winners. 

We urge the PSC to revise the RPS rule as it is drafted and replace the RECs policy with a 
renewable energy payment program. 

2. Concerns with Draft Ruling and RECs 

Energy Bill 7135 requires the PSC to investigate the best polices for the deployment of renewable 
energy using “RECs Or procurement” , by taking into account analysis of the technical and 
economic viability, fuel diversity, investment in Florida and lessening the state’s 98% 
dependency on imported fossil fuels. 

’ www.renewablemarketers.org 
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While the draft PSC ruling considers RECs, it  does not appear that any analysis or study has been 
done on other policies that allow utilities to ‘Brocure” renewable energy as was instructed by the 
Legislature. Other policies, such as REPs or production-based incentives have proven to achieve 
much more significant investment, and with it jobs, than REC policies. Furthennore all of the 
most widely-published studies from the European Union’s analysis to Sir Nicholas Stem [UK 
Economist] to Summit Blue’s analysis in New Jersey have concluded that RECs are a high-cost 
option for deploying renewables. 

It would appear remiss of the PSC to enter into draft rules without having considered alternative 
policies in detail. 

Has the PSC undertaken a review of policies outside the US which account for the majority of the 
worlds renewables? The US now currently has only 8% of the world’s solar capacity, whereas 
Gemiany has over 55%. Notably, Germany installed 1 IOOMW of solar capacity in 2007 versus 
-1OMW in New Jersey (a comparable REC market) and <200MW for the whole of the US, 
despite having a much larger GDP and larger solar resource. 

Did the PSC undertake a direct study of the Germany REP policies that are now in place in 45 
countries and were most recently introduced in Switzerland after a two-year review that included 
analysis of mandated quota REC systems? 

Were field trips undertaken by the PSC and their staff to Germany or other REP countries to 
review firsthand the success of REP policies and contrast them with the relative failure of REC 
policies in states that have implemented them already, such as the UK, New Jersey and 
Maryland? 

A) RECs Are Poor Value for Ratepayers and Restrict Renewable Deployment 

There appears to he recognition amongst many European countries with short-term tradable REC 
markets that REPs may be a more efficient way to achieve the rapid deployment of renewables as 
cost effectively as possible. In the Stem Review on the Economics of Climate Change, Sir 
Nicholas Stem noted that both REP pricing and mandated quota REC standards have proved 
effective at spurring renewable development “but existing experience favors price-based support 
mechanisms. Comparisons between deployment support through tradable quotas and feed-in tariff 
price support suggest that feed-in mechanisms achieve larger deployment at lower 
paper entitled Feed-In Systems in Germany, Spain and Slovenia: A Comparison stated that 
“Feed-in tariffs have been successful in triggering a considerable increase of [renewable energy] 
technologies in almost all the countries in which they have been introduced and where their 
effectiveness was not significantly hampered by major barriers (administrative barriers, grid 
access, etc.).”6 

The analysis by Summit Blue Consulting for the New Jersey Board of Public Utilities on how to 
most cost-effectively transition the New Jersey solar market from rebates to market-based 
incentives showed that the feed in tariff policy (15-year full tariff) would be more cost-effective 
for ratepayers than renewable energy credits (SREC only). The SREC policy cost 57% more than 

A 

5 Slem R e < . e . ~  on the Econumm ol Cbmale Cnange Sir h cho as Stem Fo,nd ai ”tip I ~vwyl  nm- 
treasury go” 

nelu et SI keeu-In Systems n German,. Spain and S o v m a  A Comparison Octuber 2007 F o s a  at nttp NWW feed- 
~n-moperat on org conlenwievr 17 291 

moependent_rev ewsIslem_rev ea_ewnomics_c imate_change/*ternre~,e~-;“aex clm 
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the feed in tariff 15 year contract. The SREC was the most expensive policy mechanism out of 7 
policies that were reviewed, and therefore the least value for money for ratepayers. 

Exhibit 1. Ratepayer Impacts ($ millions) 
from Different Renewable Energy Policies in New Jersey 

Any banker can explain why that is, in one word - “risk”. RECs are more risky than long term 
fixed price contracts. The PSC draft rule appears to ignore the concept of risk capital. RECs with 
fluctuating prices, no certainty about contracts or grid access will be priced accordingly. Equity 
costs in the renewable energy power sector currently run at from 8 -15% versus half this cost for 
debt financing. Creating a policy instrument that allows for significant leverage is therefore a key 
litmus test for several reasons: 

+ Renewable energy is well suited to a higher degree of financial risk than comparable 
fossil plants; most renewable producers do not have any purchased commodity exposure 
(gas, coal, oil) and generally lower operating costs + The cost of capital with a leveraged project is much lower, requiring a lower price for the 
renewable electricity being sold to be profitable - i.e. it drives costs and prices down 
Availability of debt is less constrained than equity thus a policy that encourages leverage 
should result in many more renewable investments than one that does not 

RECs fail this litmus test: as they typically result in less than 30% debt financing for solar 
projects, versus 80-90% on REP renewable programs in Europe, and consequently more equity 
per MWs of renewable capacity means less renewable projects get built, at a higher delivered 
cost per Mwh. 

Why is the PSC embarking solely on a policy mechanism that many independent consultants have 
concluded is the “least” ratepayer friendly policy? 

B) RECs Are a Poor Return on Jobs Compared to REPS 
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First Solar, one of the leading solar manufacturers in the world, recently announced a major new 
manufacturing plant in Germany. Why? Because Germany has a robust domestic solar market 
driven by REPs. The poor experience of REC markets in the US has not resulting in a single new 
manufacturing plant being built in those states. 

The REC programs in place in the U S .  have largely failed to stimulate the renewable jobs that 
legislatures and voters want. RECs encourage utility scale projects like FPL's recent project 
announcements in Florida. Utility scale projects generate far fewer jobs per MWs of capacity 
than smaller scale commercial or residential projects. They are also often built by "fly in" sub- 
contractors, resulting in no permanent jobs remaining in Florida. 

Several countries have seen a remarkable job retum on their renewable policy programs. Direct 
jobs result from the use of local skilled workers in the development, manufacture, construction, 
installation and operation and maintenance of renewable generation. Manufacturing centers for 
solar thermal and solar PV components should be established in-state, as Germany has done, to 
maximize this benefit. Much of the financing can he done locally as well, stimulating jobs in the 
banking and finance sectors. As of 2007, Germany created 250,000 direct renewable jobs across 
the entire renewable energy sector as a result of its significant growth of renewahles.' To date, 
Germany has employed nearly 50,000 in the solar industry alone.' 

These jobs were created by a feed-in tariff or REP program, not R E G  

C)  RECs Discriminate Against Distributed Generation and Resource Diversity 

R E G  fail to take into account the benefits of distributed generation - delivery of renewable 
power at the point of consumption. The program design typically does not differentiate between 
different scales of projects ~ a one size fits all REC price - clearly ignoring the societal benefits 
and cost-savings from distributed generation. 

RECs with long-term contracts could reduce investment risk for developers and promote more 
renewahles than RECs which rely solely on short-term markets. However, RECs still discourage 
smaller developers with greater transaction costs (such as legal costs) relative to larger 
developersg, and newer technologies, such as wave or GulfStream current relative to more 
mature technologies such as wind. 

D) RECs and Power Purchase Agreements 

The draft rule appears to focus solely on centralized generation by requiring PPAs. However, 
since most counterparties are reluctant to enter into a PPA unless the project size is lOMW or 
greater, PPAs will just put more harriers in the way of renewable energy. 
Conversely, REPs appear to be more successful in allowing entry by smaller developers because 
they address both distributed and centralized generation and the tariffs obviate the need to 
negotiate power purchase contracts with a utility. REPs allow a wide range of resource sizes, 

Development of Renewable Energies in Germany in 2007. 12 March 2008. Page 8. Found at: 
hnp:llwww.bmu.de~leslpdfslallgemeinlapplicalio~lpdflee~hi~t~~g~~~d2OO7~~~.pdf 

Paul Gipe. German Feed Laws Power Nation lo New Renewable Record in 2006.2 Feb 2007. Found at: 
h~p:llwww.wind-works.org/FeedLawsiGermanylGermanFeedLawsPow~~N~ti~~t~N~wR~co~d.html 

"New Jersey Dealing with Solar Policy's Success". The New York Times. June 25,2008. Found a i  
hnp:l/www.nytimes.co~20081061251~~~~gian125~~l~~.h1ml 
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applications and locations to develop simultaneously, which helps to explain the development 
rates that have been observed in Germany. 

A key element to this is prioritizing renewable access to the transmission grid ahead of other non- 
renewable projects. Transmission access should be monitored by the PSC and a mandate should 
require access to be provided within 60 days for projects below a maximum threshold (typically 
20-50MW). 

E) RECS - Poor Track Record especially for Solar 

As explained in the Solar Industry Letter, there are significant concerns about the REC 
experiences in New Jersey and Maryland from those solar companies that experienced these 
policies first hand. It would therefore seem germane to Florida, which has limited wind resources 
but 2x the solar resource of Germany, to consider the implications for solar development. 

“New Jersey once had a vital and growing solar industy, developing thousands of new high 
payingjobs. Maryland in 2007 followed suit bypassing legislation intended to create a market 
f o r  both small and large solar companies. Under each of these states’ newly adopted REC-based 
incentiveprograms, small to mid-sized companies quickly learned that RECpolicies are 
incapable of delivering adequatefinancial incentives fo r  their client base. ” 

As Ted Middleton, President of a mid-sized, Maryland based solar company explained, “The 
ratepayer base thus foots the highest billpossible to fund ‘Big-Box’style installations, and the 
little guys farms, auto dealers) get a much lower cash benefit relative to each RECproduced 
because they have little market leverage with remaining RECpurchasers. ” “The small systems 
just got completely left offthe table, ” says Middleton. “The statejust said, ythe RECprogram is] 
too dfficult, too risky for  us to do. so we‘re not going to touch them. ”’ 

“In New Jersey there’s a lot of concern that the residential sector, while it may not be completely 
shut out, is in big trouble, ” says Lyle Rawlings, secretary of the Mid-Atlantic Solar Energy 
Industries Association. “We need to do better at creating a system where small businesses and 
small projects can play the game. That’s not the case right now.” 

“Florida could end up with renewable energypolicyprimarily designed for  only one or hvo large 
companies, just like what has happened in Maryland and New Jersey,” comments Pete DeNapoli, 
SolarWorldS‘o Regional Manager based in Boca Raton. ‘‘Sure. the state of Florida will meet the 
RPSgoals, but the bottom line is that the Governor‘s goal of creating a vibrant renewable 
energy industy with thousands of new, high paying jobs will not be realized,” Pete adds. 
“With Feed-In Payment as the preferred incentive mechanism, you can achieve the stateS 
Renewable Energy goals while having a much broader impact in the market.”” 

The current draft of the RPS with RECs appears primarily designed for only one or two large 
companies. We are concerned that if implemented as laid out in the draft ruling, significant 
market concentration is likely as occurred in Maryland where one solar company was able to 
largely comer the market in solar RECs and contracted with a leading utility to supply it with 
60% of the Maryland RPS solar market”. Several studies have concluded that RPSimandated 
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A top six global solar module manufacturer 

Solar Industry Letter to Govemor Crist 

SunEdison Press Release dated 01131108 http:llsunedison.comlimages/pressi0l3108-Canstellation.pdf 
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quota RECs systems allow for a greater scope for collusion among developers at the cost to 
ratepayers. 

F) RECs Require Significant State Manipulation To Make Them Work 

Despite our reservations the PSC rule as currently drafted should also include: 

Alternative Compliance Paymentslpenalties; without these the RPS targets are 
meaningless 
Entity Caps preventing market concentration issues previously highlighted. These should 
be for developers etc; or altematively 
Carve Outs for smaller commercial systems versus utility scale projects 

3. FARE Preferred Policy - Renewable Energy Procurement through Renewable E n e r q  
Payments (“REPS”) 

As stated previously, we believe legislators intended the PSC to review policies that allow 
procurement of renewable power by utilities from 3rd party producers. It would be remiss of the 
PSC to enter into draft rules without having considered these policies in detail. 
Had the PSC undertaken a comprehensive review of policies outside the U.S. which account for 
the majority of the worlds renewables, they would have seen that there is one clear policy winner 

The U S .  now has only 8% of the world’s solar capacity - whereas Germany has over 50% - it 
also has - 20GW of wind capacity and one of the largest biomass industries. These developed 
under a REP mechanism. 

A) REP Policy 

For the purposes of this filing, we define REPS as a set of renewable technology-specific fixed 
payments that electricity companies make to renewable energy generators based on renewable 
energy generation costs and a reasonable profit. 

REP contract pricing is implemented through a charge added by the utility to consumers’ electric 
bills in proportion to their consumption. REPS provides set prices for renewable resources and 
leaves it to markets to provide the appropriate quantity of resources at those prices. Payments are 
guaranteed over a long time period (i.e., 20 years) to provide price certainty and market stability 
and thus reduce the initial investment risk for renewable energy developers. Best practice REP 
pricing policy designs have payment levels that are specific to the resource type and with further 
price differentiation by size and other important criteria (such as for stand alone vs. building 
integrated applications for solar PV).’3 These payments generally accompany policies which 
require utilities to prioritize interconnection of renewable generation and procure a certain 
amount of renewable energy as part of their total resource portfolio. The structure that Germany 
implemented is frequently referred to as a best practice and is being leveraged by other European 
countries such as Italy for solar PV as well as states that have recently proposed REPS such as 
Switzerland, France, Spain, India, California, Wisconsin and O n t a r i ~ . ’ ~  

13 
Klein et al. “Evaluation of Different Feed-In Tariff Design Options - Best Practice Paper for the international Feed-In 

Cooperation. Found at: http:llwww.worldfutureMuncil.orglfileadminluser~uploadlMiguelbest~practi~~pape~~~~al.pdl 

Klein et al. “Evaluation of Different Feed-In Tariff Design Options - Best Practice Paper for the International Feed-In 
Cooperation. Found at: hap: l lwww.wor ld fu turcounc i l .o rgMi leadmin l~ser~~p l~~d lMig~~ lb~~t~p~act i~~pape~~~~a l .pd l  

14 
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To summarize, Germany’s best practice design provides payments that: 

RECs 

Prioritize grid access to renewable producers within 60 days; 

Adequately reflect generation costs and profit; 

Provide long-temi guaranteed price (i.e., 15-20 or more years); 

Are sustained over time once the generator is approved for admission into the 
program; 

Generally decline each year for new generators that are being admitted into the 
program (this is referred to as tariff degression), reflecting falling deployment costs 
as economies of scale reduce technology costs; 

Differ by renewable resource (often depending on the stage of development that the 
technology is in); and 

Are differentiated within each renewable resource to achieve specific goals (such as 
promotion of smaller installations, or building-integrated solar PV). 

. .  
procure a certain amount with regard year to MD. ME, MN, MO. 

or percentage of their to quantity year or MT, NC, ND. NH, NJ, 
load via renewable from NM. NV, NY, OH, OR, 

resources and to allow PA, RI, SD. TX. UT, project to 

As of early 2007, approximately 70% of the countries in the European Union had some form of 
REP pricing. In comparison, approximately 20% had adopted renewable portfolio standards with 
RECs. Italy is the only European country to have both RECs and REPS.” 

However, Germany’s success with REPS has garnered recent interest by U.S. states and European 
countries that have previously adopted RECs (such as the UK) as well as states and countries who 
have adopted neither to date. US states have acknowledged serious downsides associated with 
renewable portfolio standards implemented through RECs. New Jersey was one of the first states 
to note challenges associated with the development of renewable energy under renewable 
portfolio standards, such as the persistence of investment risk and price v~latility.’~.’’ Also, 
without specific set-asides for more expensive technologies, development has not occurred at a 
rapid rate. 

Exhibit I. Overview of Policies 

15 Wilson Rickerson and Robert C. Grace. The Debate over Fixed Price Incentives for Renewable Electricilyin Europe 
and the United Slates: Fallouf and Future Directions. Whitepaper prepared for the Heinrich Boll Foundation. Feb 2007. 
Found at: http:llwww.boell.orgIdocsiRickerson-Grace-FlNAL.pdf 

An Analysis of Potential Ratepayer Impact of Alternatives for Transitioning the New Jersey Solar Market from Rebates 
lo Market-Based Incentives. Summit Blue Consulting. Prepared for the New Jersey Board of Public Utilities. 

Renewable Pottfolio Standards. rebates, grants and tax incentives from www.dsireusa.orq 

l6 ciic f/.i ;t!aiuua;ic-, series 
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Full list of countries with REPS from Wilson Rickersan and Robert C. Grace. The Debate overfixed Price Incentives for 
Renewable Electricity in Europe and lhe United States: Fallout and Future Directions. Whitepaper prepared for the 
Heinrich Boll Foundation. Feb 2007. Found at: htlp:llwww.boell.orgldocslRickerson~Grace~FlNAL.pdf 
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market mechanisms to 
determine prices. A best 

practice RPS should 
incorporate fixed long 
term contracts, entity 
caps and should have 
multiple markets for 
different resources 

especially for PV and 
clean distributed 

generation.. 

project to a 
large 

extent 

VA. VT, WA, WI, 
Belgium , Italy. 

Poland, Romania, 
Sweden, United 

Kingdom 

B) 

The exhibit below summarizes the strengths and weaknesses o f  REPS and RECs. The discussion 
o f  advantages and disadvantages is  organized in to  following key  characteristics: resource 
development and cost. 

A Comparison of Strengths and Weaknesses of Renewable Energy Payments and 
RECS 
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. ,. . 
Provides 
Investment 
Certainty1 
Price Certainty 
[also known as 
static efficiency) 

4110~s for 
Resource 
Diversity 

Exhibit 2. The Strengths and Weaknesses of REPs 
and RECs with Regard to Resource Development 

The price is certain with REPs. 
Pricing is clearly defined for the 
current year, as well as for future 
years. 

.. 
Allows for faster development of 
resources that are not least cost 
due to differentiation of payment 
levels by resource. 
Size 
Allows for development of smaller- 
sized resources by differentiating 
the payment level for these 
resources. This levels the playing 
field for smaller resources with 
greater transaction costs. 

Application 
Allows for development of different 
applications by differentiating the 
payment level for these 
applications. This encourages a 
greater variety of applications and 
the development of each 
application can be tailored based 
on policy goals. 

Location 
Likely to drive more local 
development than an RPSIRECs. 
As REPS is likely to apply to states 
rather than regions, the majority of 
the benefits of renewable 
development remain in-state with 
more job growth accordingly 

Less price certainty than with REPs. 
The purchase price of RECs change 
annually according to the level of tht 
annual goals, as well as the 
definition of eligible resources and 

RPSs without resource-specific 
goals tend to encourage the least 
cost technologies and maximize the 
development of these technologies. 

Most RPSs do not have goals that 
are broken out by resource size. As 
a result, higher transaction costs for 
smaller resources make it easier for 
larger sized resources to offer lower 
pricing - leads to market 
concentration 

Most RPSs do not have goals that 
are broken out by application (Le.. 
stand alone vs. building-integrated 
solar). As a result, the least cost 
application of the resource will be 
the one that is most commonly 
developed. despite the fact that 
other applications may be desired. It 
tends to ignore ewnomic and 
industrial goals 

Likely to drive more out-of-state or 
regional development than REPS. 
Out-of-state andlor regional trading 
is often an integral component of an 
RPS. 
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C) 
Development Goals 

The Relationship between Project Financing, Profitability and Achievement of 

Renewable investment requires management of risk and uncertainty with regard to bank financing 
as well as project profitability. A paper entitled "Prices Versus Quantities: Choosing Policies for 
Promoting the Development of Renewable Energy" by Phillippe Menanteau provides the 
following more detailed explanation of the motivation developers need in order to participate in 
renewable energy markets projects: 

"On the  supply side. a supplier wishing lo enter the market must be able to 
anticipate future prices and make his project 'bankable' in order to secure a loan 
to enable him to invest in new production capacity .... Project developers see 
[fixed prices] as ensuring a safe investment with better predictability and a stable 
incentives framework, as well as by the lower transaction costs for each 
project"." 

The higher development levels that have been observed with REPs are likely due to the reduced 
risk and uncertainty relative to other policy options. 

As discussed above, power and/or RECs associated with renewable energy projects under 
renewable portfolio standards in deregulated states have been sold though short-term contracts 
(especially in the Northeast). The use of short-term contracts is a significant barrier for new 
renewable projects with high capital costs. Renewable portfolio standards could require the use of 
long-term contracts just as practiced in the regulated states and some deregulated states. This 
would reduce uncertainty about profitability which would lead to reduced project financing costs. 
However, the bi-lateral, long-term contract pricing under renewable portfolio standards would 
likely remain private. REPs that determine and publicly provide the current as well as future 
payment levels for different renewable projects provide clearer, more stable signals to project 
developers. Profits are known upfront with REPS. Ensuring a reasonable level of profit can drive 
manufacturer efficiency and innovation because funds can consistently be made available for 
further research and development. 

" Menanteau et al. "Prices Versus Quantities: Choosing Policies for Promoting the Development of Renewable Energy" 
Energy Policy. 2002. Found at: http:llzo~~cou~s.h~ccaldocumentSiHZ007-1- 
1050423.Economic~Rationale~Renewing~energy. pdf 
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Exhibit 3. The Strengths and Weakness' of REPS and Quota Mandated RECs with Regard 
to cost 

~ 

Administrative 
costs 

Investment Costs t 
Bill Impact 
Certainty 

Fosters Innovation 
to Minimize Long- 
Term Costs 

II 1s overall less I me consdning IO 
implement than an RPS, as setting the 
prices in the first year and any 
degression over lime are the main 
components that need to be 
established. Pricing differentiation 
beyond resource. resource size, and 
resource application is less time 
consuming 

Lower than RECs since banks wn 
lower the interest (ale 2 loans due lo 
greater p l b  certainty 
Less certainly aromo ralepayers' 
e8eclric o II impacls lhan Nith an RPS 
Th s IS ore 10 Ihe fact that !ne 
pfoportlon of dekeopment via eacn 
resource IS mknown Ho~ever.  REPS 
tends to ensue mole homogenous 
costs over lime ana avo ds SLoden 

to an RECs in the longer-term. Since 
REPS is sometimes set up lo decrease 
the prices received by new installations 
each year, manufacturers have the 
incentive to reduce costs quickly. 

implement than REPS, as the foliowing 
needs to be established; quotas, 
geographic eligibility. REC trading rules. 
methods and verification. alternative 
compliance payments and procedures. 
As a result. there are administrative 
limits to the number of development 
goals (i.e.. markets) that can be 
established and maintained. 

Higher than REP8 due to lesser pnce 
certalnty. 

Greater cerhnl, of ratepayers' elect, c 
bill impacts as compared to REPS An 
RPS has a set development goals for 
each resource However, this is only true 
if the price of these resources do not 
change greatly from year to year 

to REPS in the longerrterm. While'there 
will be competition between developers 
for business, there is little incentive for 
manufacturers to bring down the cost of 
new technology quickly. 

2o Held et al. Feed-In Systems in Germany, Spain and Slovenia: A Comparison. October 2007. Found at: http:l/www.feed- 

" Ibid. 

22 Numerous RPS wst studies found that projected rate impacts by RPS policies are modest, with the median retail rate 
increase being 0.7% or 0.04.$/kWh among 28 studies. The majority of studies showed the rate increase of less than 
0.25$1kWh while four studies showed rate decreases (Chen. Wiser. and Bolinger 2006. 1S14) .  

Heid et al. Feed-In Systems in Germany, Spain and Slovenia A Comparison. October 2007. Found at  http:/ /w.feed- 
in-woperation.~rglcontenVviewll71291 

in-woperation.org/wntenUview/l7/29/ 

23 
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D) 

A renewable portfolio standard "encourages competition among renewable developers to meet 
the targets in a least-cost fashion".24 However, due to the lack of a firm payment structure that 
provides insight into future payments, there is less of a longer-term price signal to developers. In 
years where there is lower supply of renewable resources paired with high demand and prices 
remain high, there is less motivation for developers to consult with manufacturers about bringing 
the costs of these resources down. Several studies comparing the potential costs of RECs to 
REPs suggest that renewable portfolio standards with RECs provide greater opportunity for 
collusion amongst larger players who want to the keep the prices of renewable resources high.25,26 
This is not a concem with REPs because payments are determined by the PSC. 

With REPs, developers know their anticipated payments in the first year. They also have a 
general idea of what their payments will be 3-5 years out. REPs sends a clear, predictable, long- 
term price signal, and a degression structure motivates developers and subsequently 
manufacturers to reduce costs because they know that the payments will be lower in future years 
than what they are in the first year.27'28Also, clear signals enable manufacturers to better allocate 
funding to research and development in order to lower capital costs. In other words, competition 
amongst manufacturers to quickly bring down the cost of their products may be more desirable 
than competition amongst developers. Since REPs are better positioned to provide price signals 
that will reach manufacturers, REPs will result in lower costs over the life of the policy compared 
to RECs. 

Conclusion 

We encourage the PSC to immediately undertake a review of the comparative benefits of RECs 
versus REPs and how REPs can be included as part of the current rule making. It appears clear to 
many that: 

+ The Legislation intended REPS or other procurement programs to be part of the RPS - 
this has not happened + REPs are better value for ratepayers than a REC only system + REPs provide much more stability to renewable investments thereby encouraging the 
rapid deployment of renewables, the industrial/economic development and jobs that go 
with it + RECs lead to market concentration/monopolies without entity caps or carve outs for 
small commercial segments + RECs are cumbersome and opaque as a policy tool - only with significant interference 
can they be made to work, albeit less successfully than REPs. 

Competition and Costs over the Life of the Policy 

24 I BNI ? O W  
25 Held et al. Feed-In Systems in Germany, Spain and Slovenia: A Comparison October 2007. Found at: http:i lw.feed- 

in-cooperation.ors/co~tenVviewll7/291 

Frede Hvelplund. '"Political Prices or Political Quantities? A Comparison of Renewable Energy Suppori Systems.'' New 
Energy. May 2001. Found at: hHp:i ipebb.das.state.oruslENERGYlRENEW~indldocsife~la~~-H~~lpl~~d.pdf 

Menanteau et al. "Prices Versus Quantities: Choosing Policies for Promoting the Development of Renewable Energy" 
Energy Policy. 2002. Found at: http://zonecours.hec.caldacuments/H2007-1. 
1050423.Ecnnomic~Rationale_Renewing~energy.pdf 

Frede Hvelplund. '"Political Prices or Political Quantities? A Comparison of Renewable Energy Support Systems." New 
Energy. May 2001. Found at: http:lipebb.das.state.or.us/ENERGY~RENEW~i~dld~c~eedlaw~-H~elplu~d,pdf 

26 

27 

28 

13 



Appendix 1 -Letter to Governor Crist Dated May SIh 2008 

Signed by 49 individuals and companies largely from Florida 
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May 7,2008 

An Open Letter To: 
The Honorable Charlie Crist 
Governor, State of Florida 
Office of the Governor 
State of Florida 
The Capitol 
400 S. Monroe St. 
Tallahassee, FL 32399-0001 

From: 
Solar Energy Companies Growing In Florida 

Subject: 
Will RECs Create An Unhealthy Solar Market for Florida? 

Dear Governor Crist, 

Thank you for your actions on Climate Change in Florida. We applaud the work you, your 
Climate Change Committee, and the State Legislature are doing to help move Florida 
towards a sustainable, renewable energy future for our citizens' health and security. 

We are confident that you and your staff are well informed on the issues of renewable 
energy policies including incentive mechanisms like Feed-In Payments (FITS), which are 
currently financing most of the world's solar installations. However, we would be remiss if 
we did not inform you of our deep concern about the direction Florida will be taking with 
regard to the future of the solar energy industry in Florida. 

With the passing of the House and Senate Energy Bills, Florida is now faced with the best 
way to develop incentives for its solar and renewable energy programs. 

At issue is how the current language will impact residential, commercial, and large scale 
markets, and how many companies will be able to operate under the structure of the 
state's proposed Renewable Portfolio Standard (RPS) that is so tightly tied to a REC policy 
mechanism. 

As you are aware, 'a Renewable Energy Certificate (REC) represents the value of one 
megawatt-hour (MWh) of clean electricity generated by a solar system and is traded on the 
clean power market. Under any RPS, utilities must accrue a certain amount of renewable 
energy credits to meet their renewable electricity procurement obligations. Instead of 
relying on up-front payments from the state, owners of solar systems will earn some of 
their money back by selling certificates to utilities or some other aggregator.'(source: 
RenewableEnergyWorld.com, May 1,2008). 

The real concern for the long term growth of the solar energy industry in Florida is that the 
REC program, as currently crafted in the Energy Sill, will benefit a few large companies at 
the expense of many small and mid-sized companies. 

1 



On July 13, 2007, you signed a suite of executive orders to reduce Florida’s greenhouse 
gas emissions, increase energy efficiency, and remove market barriers for renewable 
energy technologies such as solar and wind energy. Since the executive orders were 
signed, Florida has stepped onto the world stage as a major marketplace for advanced 
energy technologies. 

On April, 29,2008, you announced the 2008 Serve to Preserve Florida Summit on Global 
Climate Change to be held June 25-26, 2008 in Miami. Building on the foundation of 
Florida’s energy future that began at last year’s summit, the 2008 summit will focus on 
stimulating economic development in clean technologies as well as “greening” Florida’s 
business community. As you have stated; “Florida’s businesses continue to demonstrate 
that there is gold in green and climate-friendly energy sources - like ethanol and solar 
energy - are bringing new prospects for our state. Encouraging companies to do business 
the green way as well as building a strong market in renewable energy technologies in the 
Sunshine State will strengthen our energy and economic future and protect our natural 
environment for generations to come.” 

As economic development and the removal of market barriers are some of the most 
important elements for meeting your goals on Climate Change, many solar companies and 
other renewable energy participants in Florida, believe these REC policies will not 
encourage the vast job creation and economic expansion you and our industry desire. 

Governor Crist, there is extensive evidence from states that have implemented REC 
policies that they are failing to produce the healthy economic development and the 
removal of market barriers that you and our Florida policy makers are seeking. 

Let‘s begin with New Jersey and Maryland ... 
New Jersey once had a vital and growing solar industry, developing thousands of new high 
paying jobs. Maryland recently followed suit by passing legislation intended to create a 
market for both small and large solar companies. Under each of these states’ newly 
adopted REC-based incentive programs, these small to mid-sized companies quickly 
learned that REC policies are incapable of delivering adequate financial incentives for their 
client base of residential and small commercial customers. 

RECs are seen by some larger companies as a low cost, market based policy that allow 
for broad based participation. However, there is evidence to show that REC based policies 
can be the most expensive incentive mechanism, requiring significantly more involvement 
and administration from the state. Additionally, the floating market mechanism feature of 
the REC is extremely volatile requiring that companies have large financial resources to 
navigate and master the complex nature of the commodity to truly benefit from this type of 
policy. Like the sub-prime mortgage challenge we face in Florida today, financing a long 
life solar energy asset with a short term financing instrument like a REC is unwise. 

Homes, churches, banks, and small businesses do not easily participate in the REC policy 
model. 



As Ted Middleton, President of a Maryland based solar company explained, “The 
ratepayer base thus foots the highest bill possible to fund ‘Big-Box’ style installations, and 
the little guys (farms, auto dealers) get a much lower cash benefit relative to each REC 
produced because they have little market leverage with remaining REC purchasers.” “The 
small systems just got completely left off the table,” says Middleton. “The state just said, 
‘[The REC program is] too difficult, too risky for us to do, so we’re not going to touch them.” 
(source: RenewableEnergyWorld.com, May 1, 2008) 

“In New Jersey there’s a lot of concern that the residential sector, while it may not be 
completely shut out, is in big trouble,” says Lyle Rawlings, secretary of the Mid-Atlantic 
Solar Energy Industries Association. “We need to do better at creating a system where 
small businesses and small projects can play the game. That’s not the case right now”. 
(source: RenewableEnergyWorld.com, May 1, 2008) 

“Unfortunately, the language that passed through the legislature favors a REC based 
policy. Without any change, for the foreseeable future anyway, Florida could end up with 
renewable energy policy primarily designed for only one or two large companies, just like 
what has happened in Maryland and New Jersey,” comments Pete DeNapoli, SolarWorld’s 
Regional Manager based in Boca Raton. ”Sure, the state of Florida will meet the RPS 
goals, but the bottom line is that the Governor’s goal of creating a vibrant renewable 
energy industry with thousands of new, high paying jobs will not be realized,” Pete adds. 
“With Feed-In Payment as the preferred incentive mechanism, you can achieve the state’s 
Renewable Energy goals while having a much broader impact in the market.” 

By now most of the Department of Environmental Protection and many policy makers have 
heard that there is a better answer for encouraging a healthy solar market in Florida. 

Internationally, utility Feed-In Payments (FITS) have become the incentive of choice for 
increasing the uptake of solar and other renewable energy technologies, being 
implemented in over 40 countries around the world. This proven policy option is gaining 
ground because it takes the state’s fiscal role off the table. Indeed, many of the recent calls 
to Solar Energy Industry Associations like FlaSElA and Mid-SEIA, for FIT policies, have 
come from businesses concerned about REC dependent markets. 

‘A FIT - which most people know as the mechanism that started Germany’s solar boom 
-offers anyone with a solar system (or any renewable energy system) a fixed payment 
for the electricity generated by that system. The incentive is designed to provide the 
system owner a “reasonable rate of return.” Instead of relying on the state, utility 
companies provide the incentives by charging all ratepayers a few extra dollars on their 
monthly bills’ (source: RenewableEnergyWorld.com, May 1, 2008). The recent Mason 
Dixon/FlaSEIA poll supports that Florida rate payers are willing to invest in solar each 
month on their utility bills. This investment is also demonstrated through the FPL Sunshine 
Energy Program where over 30,000 customers voluntarily pay $10.00 each month to 
support clean energy. ‘FITS provide long-term stability, which in turn reduces capital costs 
and allows for a much more diverse group of companies and individuals to invest in solar’ 
(source: RenewableEnergyWorld.com, May 1, 2008). FITS are a simple, stable, inclusive 
approach to developing solar and other renewables in Florida. 
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Again, thank you Governor Crist and your energy team for your Climate Change efforts. As 
you say; “Encouraging companies to do business the green way as well as building a 
strong market in renewable energy technologies in the Sunshine State will strengthen our 
energy and economic future and protect our natural environment for generations to come.” 

Good solar policy should benefit all types of individuals and businesses, create more jobs, 
and encourage a wide range of economic activity. That’s what the industry has promised, 
that‘s what you have promised. We believe the best policy to spur climate-friendly 
economic development opportunities that create robust new industries, employing 
thousands of people while improving Florida’s energy security, is through Feed-In 
Payments (FITs). 

We ask you to help the citizens of Florida realize these important goals through direction 
and guidance to the Florida Public Service Commission with emphasis on solar policy 
using Feed-In Payments (FITs). 

We would welcome the opportunity to discuss this important policy mechanism in greater 
detail with you and your staff at a meeting of your convenience. Mr. Peter DeNapoli from 
SolarWorld of Boca Raton will be contacting you to arrange this opportunity. 

On behalf of the companies and individuals represented below, we want to thank you 
Governor Crist for your vision and support for a healthy Florida solar energy industry. 

Sincerely, 

Peter DeNapoli 
Manager Eastern Region 
SolarWorld 
9858 Glades Rd. 
Boca Raton, FL 33434 
Phone: 561-477-7679 
E-mail: peter.denapoli@solatworldusa.com 

Dale A. Gulden 
CEO 
Solar Direct 
5919 21st Street East 
Bradenton, Florida 34203 
Phone 941‘-359-8228 
E-mail: Dale@SolarDirect.com 

Bob Zrallack 
President 
Solar Energy Systems 
160 Smallwood Ave 
Ft Pierce, FL 34982 
Phone: 772-464-2663 

Wayne Wallace 
President 
Solar Source 
10840 Endeavourway 
Largo, FL 33777 
Phone: 727-572-4247 
E-mail: wayne@solarsource.net 

David E. Bessette 
President 
Allsolar Service Company 
1507 Damon Avenue 
Kissimmee, FI 34744 
Phone: 407-846-7830 
E-mail: Dbessettel @CFL.rr.com 

Steven K. Gorman 
President 
TCT Solar 
101 Copeland Street 
Jacksonville, FL 32204 
Phone: 904-358-3720 
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E-mail: bzsolarenergy@bellsouth.net E-mail: sgorman@tctsolar.com 

Tom Harriman Roger Messenger, Ph.D., P.E. 
President Vice President for Engineering 
Harrimans Inc. VB Engineering, Inc 
140 James Street 3601 N Dixie Highway, Bay 16 
Venice, FL 34285 Boca Raton. FL 33431 
Phone: 941-488-4453 Phone: 561-750-8677 
E-mail: tom. harrimans@verizon.net E-mail: roger@vbengineering.com 

Paul Farren Roy D. Wasson 
CEO Attorney at Law 
The Energy Store Fund Manager 
601 North 21 Avenue 
Hollywood, FL 33020 
Phone: 954 920-9009 
E-mail: paul@energystore-usa.com E-mail: roywasson@bellsouth.net 

Renewable Energy Fund, Ltd. 
5901 SW 74th St., Suite 205 
Miami, FL 33143 

Ron Phillips 
President 
Solar Unlimited Network 
889 Indian Rocks Road South 
Largo, FI. 33770 
Phone: 727-417-1457 
E-mail: ron.phillips2@gmail.com 

Wayne Irwin 
President 
Pure Energy Solar Intl. Inc. 
777 SE 70TH ST 
Gainesville, FL. 32641 
Phone: 352 377-6527 
E-mail: wayne@pureenergysolar.net 

Tim Blackwell Justin W. Hoysradt 
PresidenffCEO Abundant Energy Inc. 
OneWorld Sustainable, Inc. Vice President 
Phone: 706-742-7760 Phone: 561-389-0678 
E-mail: t. blackwell@oneworldsustainable.com E-mail: jhoysradt@gmail.com 

David Jensen Dan Kozan 
President President 
1 Solar Solarus Energy Group 
2390 Hartford Drive, Suite 101 9858 Clint Moore RD 
Avon Park, FL 33825 Boca Raton.FL 33496 
(863) 446-1056 Phone: 561-482-4058 
E-mail: DavidAJensen@gmail.com Email: dkozan@bellsouth.net 

Bill Gallagher 
President 
Solar-Fit 
1523 Ridgewood Avenue 
Holly Hill Florida 32117 
Phone: 386-441-2299 

Chris Maingot 
Director Of Operations 
Superior Solar Systems, Inc 
275 Hunt Park Cove 
Longwood, FL 32750 
Phone: 407-331-9077 
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E-mail: solarfitbillg@cfl.rr.com 

Peter G. Laughlin 
Eco Technologies, Inc 
333 S Pineapple Ave 
Sarasota. FL 34236 
Phone: 941-365-8880 
E-mail: Peter@EcoTechnoUSA.com 

John Gurski 
Eastern Regional Business Manager 
Sullivan Solar Power 
1710 NW 2nd Ave. # I 6  
Gainesville, FL 32603 
Phone: 352-258-5957 
E-mail: John@SullivanSolarPower.com 

Dan Morrissey 
Fafco Solar 
901 SE 13 Place 
Cape Coral, FL 33990 
E-mail: dan@fafcosolar.com 

Ted Middleton 
President 
Sun Net Zero, LLC 
1412 Crain Highway 
Glen Burnie, MD 21061 
Phone: 443-995-01 98 
E-mail: ted@sunnetzero.com 

James P. Ryan 
Condo Maintenance Manager 
Ft. Lauderdale 
E-mail: JPRGTR@aol.com 

ATLAS SOLAR INNOVATIONS 
2640 NW 1 5th Court 
Pompano Beach, FI 33069 
Phone: 1 -877-299-SOLAR 
Michael T. Kuchler 
Anthony M. Kuchler 
Andrew J. Russ 
Roy T. Ratner 

e-mail: pvcharge@earthlink.net 

Dalain Kurzban 
Founder 
Totally Organic 
Phone: 786-242-8457 
Fax: 786-242-8406 
E-mail: dalain@totallyorganic.us 

Troy S. Millar 
Director of Operations 
Solar World, Inc. 
8998 130th Ave N. 
Largo, FL. 33773 
Phone: 727-559-0307 
E-mail: millar@solarworldmfg.com 

John Burges 
1990 Main St. #700 
Sarasota, FL 34236 
Phone: 941-309-5253 
E-mail: burgesjohn@yahoo.com 

Scott Egglefield 
President 
Mirasol FAFCO Solar 
Phone: 941-809-7300 
E-mail: mirasol@comcast.net 

Vicki Eckels 
917 SE 14th St. 
Fort Laudedale, FL 33316 
E-mail: veeckels@gmail.com 

ALL ATLAS ROOFING OF S. 
FLORIDA 
2280 NW 16'h Street 
Pompano Beach, FI 33069 
(954)917-4978 
John E. Kuchler Sr. 
John E. Kuchler Jr. 
Peggy Talerico 
Kathy M. Baker 
Michael S. Klaiss 
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GenTech Warranty Plus 
6901 SW 18th Street 
Suite E202 
Boca Raton. FL 33433 
954-977-8404 
Mike Cotec 
David Dugan 

David A. Stein 
GoSunandWind 
315 S. Dixie Hwy, Suite 103 
West Palm Beach, FL 33401 
Phone: 561 -860-071 6 
E-mail: david.stein@gosunandwind.com 

Todd Tunick 
Fredrick L. Kuchler 
Brian Bhean 
Artavius Woods Sr. 
Maria B. Farmer 
Jamie M. Wapperer 

Hope M. Russ 
142 Coconut Key Lane 
Delray Beach. FI 33484 

Dr.Abbey Straus 
Boca raton ,FI. 
561-394-61 10 

Nicole A. Kuchler 
5505 W. Leitner Dr. 
Coral Springs, FI 33067 
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