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Comments of Southern Alliance for Clean Energy, Anansmsers

DOCket NO. 080503'E| 428 Bull Slrr_-.\r::?, Suite 202

Dear Commissioners:

Enclosed please find the comments of Southern Alliance for Clean Energy regarding proposed Rule
25-17.400, Renewable Portfolio Standard, Rule 25-17.410 Florida Renewable Energy Credit
Market and Municipal and Rural Coop Electric Reporting, Rule 25-17.420. We have attached
modifications to the proposed rules as an appendix to these comments,

These comments are endorsed by Eric Draper on behalf of Florida Audubon Society.

An RPS provides Florida a unique opportunity to jump-start renewable energy investment and
related job creation in the state while insulating consumers from price shocks from new
conventional power plant construction and fossil fuel charges. We believe the comments offered
above will help the state realize those goals.

Sincerely,

John D. Wilson
Director of Research



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

IN RE: Establishment of Rule on Renewable Docket No. 080503-El
Portfolio Standard

COMMENTS OF SOUTHERN ALLIANCE FOR CLEAN ENERGY

September 5, 2008

Southern Alliance for Clean Energy (SACE) wishethenk the Florida Public Service
Commission for the opportunity to comment on theppised “draft” renewable portfolio
standard (RPS) rule in the above docket. SACEsmaprofit, non-partisan organization
that promotes responsible energy choices that gpbleal warming problems and ensure
clean, safe and healthy communities throughouSthgheast.

In HB 7135, the Florida Public Service Commissicaswlirected to establish an RPS that
requires each utility to supply a minimum perceastagits total annual retail electricity
sales from renewable energy produced in Floridao¥iés the following comments to

the proposed rule issued on August 13, 2008 and imaluded our “type and strike”
modifications to the proposed rule as an apperdikése comments.

The Legislature intends to achieve numerous gbataigh the RPS that inclube

e Promotion of the development of renewable energy;

e Protection of the economic viability of Florida¥asting renewable energy
facilities;

e Diversification of the types of fuel used to generalectricity in Florida;

Lessen Florida's dependence on natural gas andifdet the production of

electricity;

Minimize the volatility of fuel costs;

Encourage investment within the state;

Improve environmental conditions; and, lastly

Minimize the costs of power supply to electricitigb and their customers.

The proposed rule recognizes the intent of costmimmation but fails to capture the
totality of the legislative intent. The proposeterdoesn’t accurately reflect the intent of
either Governor Crist for a 20% goal by 2620 the majority of the Legislature’s goals
as expressed above. The proposed rule will fgaktanote vibrant development of
renewable energy; fuel diversification; encouragestment within the state; and

1 §366.92(1), Fla. Stat. (2008)

2 Executive Order 07-127. While Gov. Crist did nigtte a deadline for the 20% RPS target in the eecu
order, he has publicly advocated for a 2020 deadigeGovernor Signs Executive Orders to Reduce
Greenhouse Gasgduly 13, 2007, at http://www.flgov.com/release/®2



improve environmental conditiofisThe rule proposes an oppressive and very resgicti
1% cost cap without adequate support in statupeeedent that results in very low
targets for renewable energy and a restrictiveocapenewable energy credit (REC)
prices. That leads the proposed rule to be oveelglted towards cost containment in a
way that will squelch any meaningful investmentenewable technology and clean
energy jobs in Florida.

[ Renewable Portfolio Standard

Cost Cap Structure Needs Revision

The Florida Legislature provided for a single staadto ensuring that the economic
impact of the RPS would be taken into considerathandescribed in Florida Statute
Section 366.92(3)(b)(2), noncompliance with the RR&I be excused if “...the cost of
securing renewable energy or renewable energytsredss cost prohibitive.” This new
“cost prohibitive” test provides the Commissionwihe authority to meet the need to
develop renewable energy without offering utilitae%lank check” to build such
facilities at any price.

We believe that the proposed RPS cost provisiom$lawed in two respects. First, it
creates two standards where the statute callsnfgrome. Second, the proposed
interpretation of “cost prohibitive” fails to recoge prior utility precedent.

There is no explicit legislative authority in HB3&.for the Commission to develop more
than one type of standard addressing cost. Moretvate is no statutory authority to
support a REC price cap on the basis of dollardqreof greenhouse gas (GHG)
emissions reduced by Florida renewable energy ressuelative to the GHG emission
otherwise emitted by the utility. This concept & presented in Section 42 of the law;
neither is any other legislative authority citedrthermore, we are unable to locate any
precedent for this type of price cap in anothetestim addition to the lack of statuory
authority, such a price cap would be administrégiecemplicated to administer by
requiring purchasers to review the specific GHQurtibns associated with individual
REC purchases; in addition to the additional tragkand oversight costs, such a price
cap would likely raise the cost of third party adisiration by requiring a tracking
system that would be incompatible with those useather states and potentially at the
federal level. The use of a unique “currency” f&@s would be more obscure for
participants or investors to understand, which méiscourage investment.

Therefore, we advocate letting supply and demantheeREC prices since the backstop
may ultimately be provided by any predetermined cap or an ACP or penalty acting
as a rate cap.

% The Commission’s specific responsibilities withgest to the RPS are laid out in §366.92, but it is
essential to also recognize that additional inéerat state policy are established in 8377.601 citieg
importance to the state of reducing GHG emissions.



Whatever standard the Commission selects to impiethe “cost prohibitive”

limitation, it must consider the total cost of rerable energy in a reasonable manner. As
pointed out by other parties, such as Florida @tgsthe proposed rules structure
payments to third-party generators of renewableggnia two components, power sales
and RECs. Power sales would continue to be priogénthe Commission’s avoided cost
mechanism. RECs would be priced in the marketplace.

Under the Commission’s avoided cost mechanisrg,duite possible (even likely) that
the price set for power sales will be below rafesnoted by Florida Crystals, “The vast
majority of the [plant operating] hours, the energte paid to the seller [is] the marginal
energy cost of the systerh.The marginal energy cost of the system is by dt&fimless
than rates (which also recover utility fixed cosid)us, even when combined with the
price of a REC, the total price paid to the sallauld easily be a substantial discount
below retall rates.

It is very difficult to imagine that the Florida geslature conceived that the Commission
would consider power generated at prices belowl retas to be “cost prohibitive.” Yet

if the price of the REC is such that it resultsha utility reaching a cost cap (discussed
below), then this is the absurd result that coaltbiv.

There are some additional problems with the pragheggroach. Florida Crystals further
notes that the proposed rules could delay costveegantil a new rate case is filed,
which would be a disincentive to such power purehagreements. We also note that the
market price for RECs will be set in a statewidekag while the avoided cost based
price for power purchase agreements varies byytdreating a price variation across the
state that may be significant.

The Commission has a strong interest in ensuriagthie costs passed on to customers
are reasonable and prudent, but it needs to offee ftexibility to those who would use
Florida’s renewable resources and hire Floridiansell sustainably generated electricity
to the utilities. To achieve this flexibility, tt@ommission should seriously consider the
Renewable Energy Power Purchase Agreement conegpgésted by Florida Crystals.
We urge the Commission to allow for an alternatipproach for utilities to obtain
renewable power from third party generators toeahthe goals of the Florida
Legislature.

Cost Cap Level isRestrictive

Regarding the proposed 1% cost cap, the staff syoemh that more than a 1% increase in
rates constitutes an “undue rate increase” wouldlgset a new standard for utility
regulation in Florida.

* Cepero, Gus, “Florida Crystals Initial Commentsttom August 13, 2008 Draft Rule,” Florida Crystals
Corporation, undated.



e As noted by Florida Crystal, average Florida eletyrrates have increased by
25% since 2008.

e As noted by Florida Crystal, taxes represent nebs of the average retalil
electricity bill ®

o Utility bills will increase by over 30% next yeasrfProgress Energy customers
due early cost recovery for new nuclear power ptamstruction and recently
approved fuel charge increaseSimilar rate increases are anticipated for EPL.

Based on rate increases that have been approved jpast for various reasons, it appears
that a rate increase of 1% is far less than whleaCitimmission has historically

considered “prohibitive.” It is not possible toutd the staff's rationale for a 1% rate
increase cap because the proposal did not incluger@cedent as basis, method for
deriving the cap, or criteria by which it was sédec Until the Commission addresses this
guestion directly, there is no clear answer, extwgtit would be a break from past
practice to consider medium-term rate impacts e80% to be something that must be
prevented in any conteXt.

To restrict rate impacts of renewable generatiotPtownhile allowing large rate impacts
from new costly nuclear generation and fossil ftrerges is fundamentally unfair to
renewable energy developers. In contrast to theseventional” resources that are well
associated with rate impacts, Florida renewableggnesources have never caused rate
increases. A rate cap would place great uncertainttye legal authority of utilities to
collect reasonable and prudent cost-based ratasler to acquire renewable energy.

A cost cap could limit the amount of investmentenewable technologies without
protecting customers from rate impacts, since caimgpéconventional’ resources cause
rate impacts as well. If the cost cap limits renela&nergy capital investment in Florida
below a level necessary to realize the standdndsstandards will effectively be
meaningless. Low cost levels in other states hedeéd standards that can’t be attained.
In Arizona, for example, compliance has been wellbly 50% since 2003. This low level
of compliance is due to low pre-specified spendgingunts, combined with a lack of an

® Florida Public Service Commission Workshop on adveble Portfolio Standardstatement by Florida
Crystals CorporationJuly 11, 2008, at:
Qttp://www.ﬂoridapsc.com/utiIities/eIectricgas/MbleEnergy/O7_11_2008_index.aspx

Id.
" Progress Energy Florida press rele®segress Energy Florida estimates fuel, nuclear and
environmental costs f&009 August 29, 2008, at: http://www.progress-
energy.com/aboutus/news/index.asp; In re: Petibdbstablish Discovery Docket Regarding Actual and
projected Costs for Levy Nuclear Project by Progtesergy Florida, Inc, Docket No. 080149, August 28
2008; see also Petition for Approval of Fuel andcRase Power Cost Recovery Factor for Period 1.09
through 12/09, Docket No. 08-0001.
& Testimony of Steven R. Simms on Behalf of Flofiaver and Light, Docket No. 07-0650-EI (describing
non-binding capital cost estimate for Turkey Painits 6 and 7).
° Even a 3-5% initial price cap, as suggested bsidddPower and Light, would appear more restrictive
than the statutory standard of “cost prohibitive.”.



enforcement mechanism for the RPS, that have cesdrthe capital investment necessary
to meet state RPS targéfs.

Furthermore, the proposed cost cap could underthaeroposed preferential treatment
for zero emission renewable resources like soldrvand. We support a set aside for
solar and wind as a way to recognize the societiafits of zero emission technologies
and as the only way to guarantee that the resowntldse utilized in Florida. Indeed,
both Governor Crist, through Executive Order 10;1&W the Legislature, in HB 7135
have expressed support for solar and wind techredog

Unfortunately, a 1% cost cap could make a set dsidsolar resources impracticable.
Solar resources are currently a higher cost resglitherefore the utility obligation to
meet a solar set aside could result in hittingli¥tecap prior to fulfilling the set aside
requirement, thereby disadvantaging other renewasleurces in the early years of
implementation. The low cost cap undermines tharsarid wind preference as a policy
tool, thereby establishing an unworkable regulapyogram.

Given the expanded latitude of considering costasament intended by the Legislature
under the “cost prohibitive” standard, the Comnuasshould consider not utilizing a
cost cap. There are states that have enjoyed 1089pl@ance to their state RPS without
any explicit cost caps. For instance, Wisconsiningélalowa have no explicit cap in place
while Connecticut and Pennsylvania don’t have expdiaps but have financial penalties
that might act as a cap — all have achieved 100%pbance to their standards. Several
states such as Maryland and New Jersey have qusbody for solar set-aside programs
and are achieving 100% compliance.

Ultimately, if the Commission decides to utilizeast cap, we recommend a cost cap for
Florida that places renewable energy resourcesleveaplaying field with conventional
generation. In order to accomplish equal treatroébbth resources throughout the state,
renewable energy cost caps should be indexed ¢mtreate impacts from conventional
generation. An acceptable baseline might be tleeimgpacts of the most recent nuclear
generation unit(s) approved in a need determindtéaring by the Commission. The
renewable energy source should be granted a 1@tmmpact premium above the largest
rate impact of a recently approved major generatiat(s) in recognition of the

economic benefit of renewable energy as a hedgesidael price spikes associated

with conventional and nuclear generation.

Under this scenario the rate impacts of renewategy sources, as defined by Florida
Statute Section 366.91(2)(d), should be peggeldetptoposed PEF Levy nuclear units.

19 Wiser, BarboseRenewable Portfolio Standards in the United StatAsStatus Report with Data
Through 2007 Lawrence Berkley National Laboratory, April 2008.

M Eor the first time, solar power is beginning toateaost parity with conventional energy sour&ese
Lazard,Levelized Cost of Energy Analysis — 20ne 2008. As solar prices decline, and the aaguitd fuel
costs for coal, natural gas, and nuclear plangs tie U.S. will reach a crossover point by aroR0t5.See
Utility Solar Assessment Study, June 2008 at titpniv.cleanedge.com/reports/pdf/lUSA_Study.pdf ;
DOE is encouraging and anticipating solar competitess by 2015 eeSolar America Initiative at
http://www1.eere.energy.gov/solar/solar_america



The table below exhibits how the indexed rate caplivoperate for renewable energy
sources. The commission would update nuclear ngpadts and the renewable rate cap
yearly as more reliable information becomes avélab

Rate | mpacts per MWh
Y ear Nuclear Plants” | Suggested Renewable Energy Cap
2009 $ 6.43 $ 7.07
2010 9.16 10.08
2011 14.33 15.76
2012 13.09 14.40
2013 18.92 20.81
2014 23.61 25.97
2015 27.93 30.73
2016 34.52 37.98
2017 44.43 48.87
2018+ 51.92 57.11
Standards Are Weak

The targets proposed in the rule are: 2010: 2%iof gear’s retail sales; 2017: 3.75% of
prior year’s retail sales; 2025: 6% of prior yeaesail sales; and 2050: 20% of prior
year’s retail sales. We believe that the commiskmsnot captured the full legislative
intent of HB 7135 because the RPS targets are tietadive to RPS targets in other
state$® and likely won't incent the meaningful type of esvable investment and
economic development supported in the legislamtent of the HB 7135.

The initial target for 2010 is unacceptable becatusenply preserves the status quo.
Furthermore, even that is questionable becausastumclear at the commission’s staff
workshop on August 20, 2008 whether existing reteveesources represent 1.9% of
existing electric generation or some smaller agdampercentage of current electricity
generation in the state. The Commission as recastB003 estimated that the 3% of net
electric generation came from renewable resoufddge would recommend a more
ambitious target for 2010.

Since the Commission will not complete its invegitof renewable energy potential for
some months, we recommend that the Commission fieow@rd on aggressive
mandatory goals based on data currently avail&d&erecommend a starting point of 4%
in 2010, which is achievable based on current @ai®% level by 2016 representing
what may be the potential for readily developableewvable resources, and an end point
of 20% in 2020 (consistent with Gov. Crist’'s ExeeeitOrder 07-127). The Commission
has granted itself authority to modify the standardSection (1)(b) and should exercise

12 Testimony of Javier Portundo on Behalf of Progi@ssrgy, Docket No 080148-EI, 2008

13 SeeDepartment of Energgummary of State Renewable Portfolio Standaatls
http://www.eere.energy.gov

14 Florida Public Service Commission and the Depantroé Environmental ProtectioThe Assessment of
Renewable Electric Generating Technologies for iar January 2003.



the authority that it finds that legitimate goodHeaefforts based on objective, explicit
criteria will fail to meet the targets.

Compliance Measures are Critical

We believe that an effective policy requires anfbexement mechanism is critical to
support compliance. Without an enforcement mechanise standards are not
meaningful. The Legislature also realized the ingpace of enforcement as a tool to
drive compliance by specifically tasking the Consios to develop a rule with a
compliance and enforcement mechanisms.

Clear rules for enforcement in cases of nhon-compégprovide confidence to renewable
energy developers that electricity suppliers witlka their required purchases. Explicit
implications for noncompliance also will ensurettbbligated utilities take the
requirement seriously. The rule as proposed hanfarcement mechanism and a vague
and low bar for excusing compliance.

Alternative Compliance Payment

States use a variety of enforcement options torertbat RPS targets are met. The most
popular option in states that allow retail competitis an alternative compliance
payment (ACP). An ACP is generally recoverableaites and is a means of complying
with an RPS, rather than procuring renewable ge¢io@rar RECs. Thus, the ACP makes
the need for explicit penalties moot. An ACP systeas merit because it still allows
utilities to report compliance with the RPS rattien to be penalized. The ACP should
be set at a level that incents the procuremergrdwable energy or RECs. Some states,
such as Maryland, Maine, New Hampshire, New JeaselyRhode Island have payments
go to a renewable energy fund. Failure to pay eanlt in financial penaltie®.

The ACP also has the effect of acting as a ratdbeapuse compliance can be achieved
at a predetermined level. The ACP levels in othates tend to be in 5 cents/kWh range.
Therefore, if the ACP level is set higher than &0RE acts to cap rate impacts. On an
average household use of 1,000 kWh per month atleeimpact from a 5 cents/lkWh ACP
cap would be $5/month. Examples of other state REB measures includes New Jersey
with a 5 cents/kWh; Delaware with an ACP of 2.5teWh first year, 5 cents/kWh
secorllg year, 8 cents/kWh in subsequent years; emasilvania with a 4.5 cents/kWh
ACP.

The commission staff has indicated that it doeshawe the statutory authority to
establish a fund to receive ACP payments. We fnad this interpretation is incorrect
since the Legislature expressly mandated an enfegneprovision as part of the rule. It
is typical that the Legislature will lay out thensponents of rule and defer to agency
expertise to promulgate a rule designed to effettigarryout the mandate in the
legislation. It should be noted that 8120.52(15)ds a rule as an “agency statement of
general applicability that implementsterprets,or prescribes law ....” The Commission

15 § 366.92(3)(b)(5), Fla. Stat.
'®1d. WISER
" Union of Concerned ScientisRenewable Energy Toolkit http://go.ucsusa.org/



could choose to interpret the mandate for enforceneecreate an ACP. The
Commission could create and hold ACP funds as gtante tool until further direction
for the Legislature on how to appropriate the funds

Financial Penalties

If the staff maintains its objection to an ACP futype payment, then explicit financial
penalties with no automatic cost recovery shoulditidized to drive compliance. It is
clear that the Legislature explicitly authorized tbommission to administer
enforcementEnforcement without some form of financial ramifioa can not
reasonably be termed “enforcement.” Even the ghiitset punitive fines by the
Commission appears to be limited to $5,000 per‘@iaphich is not a sufficient amount
by itself to incent meaningful compliance.

We would use the analogy of having a speed lintihwo police officers to enforce, and
in the event a speeder was caught violating thi Hrthere would be no repercussions.
States that utilize a penalty includes Califor@annecticut, Montana, Pennsylvania,
Texas, Washington, and Wisconsin. In these states,

he penalty is often explicit with no automatic cestovery. For instance, in California in
June 2003, the PUC set the penalty amount at 5§ pentkWh if a retailer is deficient in
renewable generation, with an annual cap of $2Bomiper utility. In Connecticut the
penalty is 5.5 cents per kWh with no automatic cesovery.

Therefore, we recommend an enforcement provisianahows the utility to file a notice
of noncompliance and an implementation plan desayibow it will reach its goal in the
following year — assuming it has not been excusach tompliance. Under this
approach, if it fails to meet the implementatioarpin the following year, the cost of the
shortfall should not be recoverable as a prudepémditure.

Excusal Provision Vague

The provision excusing performance based on inaatedisupply” of renewable energy,
or renewable energy credits, is vague and opemtéopretation and challenge. We would
recommend a provision that grants excusal undee mxgplicit terms related to
exhausting all good faith efforts. For instance, pinovision should require that the utility
has certified that it has pursued all good faiforé$ to build renewable energy projects
or acquire Florida RECs from a third party undéosray term contract and the spot market
that are not cost prohibitive.

Solar and Wind Preference

SACE supports the preferential treatment for safat wind resources expressed by
Governor Crist and the Florida Legislatdté=lorida is not alone in recognizing the
public value of emission-free resources. Set-admlesolar or distributed generation
exist within 12 of the 26 U.S. state RPS prografosir of these states combine credit
multipliers of some form with these set-asides.d@maultipliers have become somewhat
less popular in recent years, and only two stafesxas and Washington — now use

18§ 366.095, Fla. Stat.
19 SeeExecutive Order 07-127 and in HB 7135 Section 42.



credit multipliers without an accompanying mandgtet-aside. In contrast, the
popularity of set-asides for solar or distributeshgration, has increased dramatically in
recent years. In 2007, new solar or distributecegeion set-asides were created in
Delaware, Maryland, New Hampshire, New Mexico, Alwith Carolina, and the
previously-established solar set-aside in Colonads effectively expanded though an
increase in that state’s overall RPS tarffet.

We supporOption Il as an effective method to incent investment iarsahd wind
resources, contingent on eliminating or increasimegproposed cost cap so other
renewable sources are not disadvantaged by a enefefor a perceived limitation on
available investment. We offer a modified versidi®©ption Il proposing that the 5% set
aside for wind fall back to solar if there arenibegh wind resources to meet the goal.

Option 11l should be rejected. While a multiplieaynprovide more flexibility to the

utility industry in meeting a set-aside targesutfers from a major shortcoming if the
intent is to drive investment in solar and windmAiltiplier cannotguarantee that a
resource will in-fact be utilized to meet a pereget of the stated target. That is why
almost all states with preferential treatment ftasS | renewable energy sources use an
explicit set-aside. Additionally, the statutory ition and proposed rule for a REC may
preclude use of multipliers since a REC is defigpédcifically as “1 megawatt-hour of
electricity generated by a source of renewableggniecated in Florida®®

A feed-in tariff is another mechanism that can@fesly support the development of
solar and wind resources in Florida. A feed-inftasia policy based on financing long-
term investments in renewable energy to generateoguies of scale to drive down
prices. One of the most successful solar powegraros in the world is in Germany,
where a feed-in tariff policy was adopted in 2080d amended in 2004). The key
components of this approach are:

e Priority access to the grid;
e Monetary compensation in the form of a paymentgesrerated kWh; and
e A guaranteed payment over a fixed period of tima fated rate.

As a state policy, of course, a feed-in tariff isadternative to a renewable portfolio
standard. However, utilities can establish a feetaiff as a means by which the RPS is
achieved.

If utilities use a feed-in tariff rate to achieveetRPS, then business and homeowners can
install solar panels and sell the electricity tpegduce back onto the grid, and then buy
back the amount that they use from the utility.sTisidifferent from net metering in that
the utility buys 100% of the power generated, alts $00% of the power used by the
customer. The rate impact of this purchase is lhdlentically to that of self-generated
power, REC purchase, or any other means of congadiaiWe would encourage
Commission staff to explicitly comment on whetheg Commission would entertain a

2|1d. WISER
21 §366.92(2)(d), Fla. Stat. (2008).



propchzsaI by a Florida utility to establish a feedariff as a means of compliance with the
RPS:

Contracting Requirements

We have reviewed the draft comments of Clean En&myp and endorse their
modification to the proposed rule requiring moréngent contracting requirements in
order to incent more renewable energy investment.

Timetable for Review

The rule contemplates a five year review periodhgyCommission. It was stated by
Commission staff during the August 20, 2008 workstimat the review period was
designed to coincide with the 5-year FEECA DSM gediing process. We believe that
it is important to encourage administrative effim&s wherever possible. But given that
early years of a new RPS regulatory plan may requinre adjustments than in later
years, we would recommend that there be a moreidrgqeview period for the first ten
years. Initially, reviews should occur every thyears. After two such reviews, the
frequency should be aligned with the 5-year FEEC3WDgoal setting process. This
represents only one additional review in the fiest years. The impact to administrative
efficiency will be minor while the added value obra review in the early years of the
program should provide substantial programmatieben

Application and Scope

The language refers to renewable portfolio starglgoidral) as if to suggest that each
individual investor-owned utility shall be subjeotdifferent targets. This is not the
statutory intent language in HB 7135 as it consityeefers to a single “standard.” To
eliminate any confusion, we suggest alternate laggusuch as substituting the term
“standards” for “standard.”

The last sentence in the Application and Scopease(t)(c), states that that each
investor owned utility shall provide an analysig@thnical and economic potential to
provide “reasonably achievable” and “affordable wadrKWH savings” in a proceeding
to establish or modify standards. This could berpteted to mean that the investor
owned utilities present what it believes to be oeably “achievable” to the Commission
for its consideration. We understand that the Aggtion and Scope section does not
determine rights and responsibilities under the,rbolt it does set the tone. If the
sentence is interpreted in this way, it violatesltkgislatures expression to have the
Commission as the final arbiter on rate impactrasqribed in Florida Statute Section
366.92(3)(b)(2).

Reporting

We recommend expanding the scope of yearly regpiynall utilities to include the cost
information now mandated only during an RPS stashdiang. Such cost information

will allow the Commission to provide an annual suanynof the full range of impacts of
interest to the Governor and Legislature. More gahe reporting by public utilities

22 At the utility’s option, we would also energy geaed under a feed-in tariff as being eligible teetnan
obligation under the demand-side renewable enevgisgrovision of the FEECA proceeding.
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should be closely aligned with the reporting regoients of the investor owned utilities.
Such reporting will provide a clearer picture te tbommission and the public of costs
related to renewable energy throughout Florida. fleta information would allow the
public to compare the performance of all utilite@sa consistent basis. Such information
should lead to best management practices beingediby all utilities, both large and
small.

. Florida Renewable Energy Credit Market.

It is unclear in the proposed rule language ifithvestor utilities would manage the
Florida REC market if they don't heed the Commis&dencouragement” to seek out a
third party administrator. We believe that the @aission’s direction should be clearer
in requiring a third-party REC administrator toaddish and oversee the Florida REC
market. A third-party administrator would maximizansparency and administrative
efficiency. The commission or the investor-owneititi#s as a group should issue and
request for proposals and approve an administtatoversee the Florida REC market.

We find that references to “investor owned” renelamergy sources qualifying

towards a REC is contrary to HB 7135. The languad#B 7135 clearly states that a
REC will represent 1 megawatt hour of electriciyyaosource of renewable energy
produced in Floridanot from an investor owned renewable power softténder that
scenario, a utility could go outside of the statd atilize power generated in other states
to satisfy the Florida RPS. The Legislature inteinddB 7135 that renewable energy be
generated in Florida and that the state shouldyahp investment and job benefits from
such production.

[1. Conclusion

The comments above and the attached appendix @rseid on strengthening the
proposed rule in order to realize compliance andmmgful target attainment. We look
forward to continued engagement in the rulemakinggss, including the technical and
economic potential study by Navigant Consulting, In

%3 §366.92(d), Fla. Stat.
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Appendix |: SACE Type and Strike M odifications

|. Renewable Portfolio Standard

17.400 Florida Renewable Portfolio Standard

(1) Application and Scope.

(a) The Commission shall establisinamerical portfolio standarder that applies t@ach
investor-owned electric utility that will promotled development of renewable energy, protect
the economic viability of existing renewable enefagilities, diversify the types of fuel used

to generate electricity in Florida, lessen Florgddépendence on fossil fuels for the production
of electricity, minimize the volatility of fuel cés encourage investment in the state, improve
environmental conditions, and minimize the costpaier supply to electric utilities and their
customers.

(b) After approval of the initial renewable porifbistandardsthe Commission shall review
and set aenewable portfolio standardisr that applies teach investor-owned electric utility
at least once every five years. The Commissiont®rown motion, or upon petition by a
substantially affected person or a utility, shalitiate a proceeding to review and, if
appropriate, modify the renewable portfolio staddarAll modifications of the approved
renewable portfolio standardsnd the associated compliance plans shall onlyohea
prospective basis.

(c) In a proceeding to establish or modify the vesigle portfolio standargseach investor-
owned electric utility shall propose raumerical renewable portfolio standarogsed on an

analysis of the technical and economic potentialHiorida renewable energy resources.

(2) Definitions.

(a) “Florida renewable energy resources,” mearngrdal, mechanical, or thermal energy
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produced from a method that uses one or more dbtlmaving fuels or energy sources:
hydrogen, biomass, solar energy, geothermal enaigg, energy, ocean energy, waste heat,
or hydroelectric power that is produced in Florida.

(b) “Renewable energy,” means electrical energylpced from a method that uses one or
more of the following fuels or energy sources: logn produced from sources other than
fossil fuels, biomass, solar energy, geothermalgneavind energy, ocean energy, and
hydroelectric power. The term includes the altBveaenergy source, waste heat, from
sulfuric acid manufacturing operations.

(c) “Biomass,” means a power source that is corafdrdd, but not limited to, combustible
residues or gases from forest products manufagtuwaste, or co-products from agricultural
and orchard crops, waste or co-products from laegsand poultry operations, waste or
byproducts from food processing, urban wood wasticipal solid waste, municipal liquid
waste treatment operations, and landfill gas.

(d) “Class | renewable energy source,” means Forghewable energy resources derived
from wind or solar energy systems.

(e) “Class Il renewable energy source,” means rabéenergy derived from Florida
renewable energy resources other than wind or sakngy systems.

(H “Renewable Energy Credit,” means a financigtinment that represents the unbundled,
separable, renewable attribute of renewable em@rgguivalent solar thermal energy
produced in Florida and is equivalent to one megalaur of electricity generated by a
source of renewable energy located in Florida.

(9) “Renewable Portfolio Standard,” means the mummpercentage of total annual retail
electricity sales by an investor-owned electriditytio consumers in Florida that shall be

supplied by renewable energy produced in Florida.
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(h) “Solar Energy System,” means equipment thatiges for the collection and use of
incident solar energy for water heating, spaceihgatr cooling, or other applications that
would normally require a conventional source ofrggesuch as petroleum products, natural
gas, or electricity that performs primarily withl@oenergy. In other systems in which solar
energy is used in a supplemental way, only thosepoments that collect and transfer solar
energy shall be included in this definition.

(i) “Solar Photovoltaic System,” means a devicd tlmmverts incident sunlight into electrical
current.

(J)) “Solar thermal system,” means a device thgtdraeat from incident sunlight in order to
heat water.

(k) “Equivalent Solar Thermal Energy,” means thewsion of the thermal output, measured
in British Thermal Units, of a solar thermal systenequivalent units of one megawatt-hour
of electricity otherwise consumed from or outputhe electric utility grid.

(3) Renewable Portfolio Standard. Within 90 dafythe effective date of this rule, and not

less than every-fivehreeyears for the first two proceedings, and approsg@iyaconcurrent

with the scheduling of proceedings under [Rule 283021, F.A.Cthereafter, each investor-

owned electric utility shall file for approval blgg Commission proposed renewable portfolio
standards based on an analysis of the technica¢@mbmic potential of Florida renewable
energy resources for each utility’s service area.
(a) Initially, each investor-owned utility shalllsmit proposed annual renewable portfolio
standards which meet or exceed the following l@mgtstandards through the production or
purchase of renewable energy credits pursuant e Ru410, F.A.C.:

1. by January 1, 201@:4 percent of the prior year’s retail electricityes|

2. by January 1, 2013 3-758 percent of the prior year’s retail electricity ess|
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3. by January 1, 2028: 12 percent of the prior year’s retail electricityess|

4. by January 1, 2020: 20 percent of the prior year’s retail electricsgles.

(b) By January 1, 2657and thereaftela minimum of 20% of the renewable portfolio
standard shall be provided from Class | solar plataic or solar thermal systems and 5% of
the renewable energy portfolio standard shall leeided by Class | wind energy systems. To

the extent Class | wind energy systems are notadolaj the resources shall be provided by

Class | solar photovoltaic or solar thermal systems

(c) Each investor-owned electric utility proposedawable portfolio standard filing shall, at a
minimum, contain the following:

1. Current and ten-year forecast of installed capan kilowatts for each Florida
renewable energy resource;

2. Levelized life-cycle cost in cents per kilowhttur for each Florida renewable
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energy resource;

3. Current and ten-year forecast of the effecth®frenewable portfolio standard on
the reduction of greenhouse gas emissions in FEorid

4. Current and ten-year forecast of the effecth®frenewable portfolio standard on
economic development in Florida; and

5. Current and ten-year forecast of the estimedtadl rate impact for each class of
customers of the proposed renewable portfolio stiathd
(4) Compliance.
(a) In approving the proposed renewable portfamdards and enforcing compliance with
the approved renewable portfolio standards, ther@ission shall consider excusing an
investor-owned electric utility from compliance tviany renewable portfolio standard based
upon a showing that:

1. the supply of renewable enerqgy or renewableggneredits is not adequate to

satisfy the demand for such energy as demonstbgtadwritten certification that the utility

has pursued steps to procure renewable energyscredier long-term and short term contract

and that the integration of additional renewablergy technologies will negatively impact the

reliability of the transmission system; or

2. the cost of securing renewable energy or rebnenergy credits was prohibitive
such that the total costs for compliance with #gewable portfolio standard exceeded one

pereent 110% of the projected rate impact from the mesent nuclear generating facility

granted a determination of need by the Commisssoiefiected in the table below. In a

proceeding applying this section, the Commissiall sthall adjust this table to reflect current

rate impact informationefthe-investoowned-electric-utility's-total-annual retail reveasu

2010: $10.08
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2011: $15.76
2012: $14.40
2013: $20.81
2014: $25.97
2015: $30.73
2016: $37.98
2017: $48.87

2018: $57.11

(b) Any utility requesting to be excused from miegfts renewable portfolio standard must
submit its request along with the annual reporuireg by Rule 25-17.400(6), F.A.C.

(c) If an investor-owned utility fails to meet the amhtenewable energy requirements, and has

not been excused from compliance, it is required¢de a notice of noncompliance with its

annual report required by Rule 25-17.400(6), F.A:fe honcompliance notice must provide:

1. a computation of the difference between the ahmnewable energy credits required and the

amount actually obtained;

2. the cost of meeting the shortfall;

3. an implementation plan describing how the inmestvned utility intends to meet the shortfall

from the previous calendar year in the currentrodde year.

(d) If the Commission finds after affording anesffed utility notice and an opportunity to be

heard that the investor-owned utility has failecddmply with its approved implementation plan,

the Commission shall find that the affected utitannot recover the costs of meeting the shortfall

in rates. The Commission may also may impose gesdltirsuant to its requlatory enforcement

authority expressed in § 366.095, Fla. Stat.

(5) Cost Recovery. Reasonable and prudent ceste@ted with the provision or purchase
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of renewable energy credits to meet the utilitgsewable portfolio standards, including
administrative costs of the Florida Renewable Enéhgedit Market, shall be recovered
through the Environmental Cost Recovery clause.

(6) Reporting Requirements. Each investor-ownedtet utility shall file with the
Commission an annual report no later than Aprif &ach year for the previous calendar year.
Each investor-owned electric utility’s report shattlude the following:

(a) the retail sales of the prior year in megavaatirs;

(b) the quantity of self-generated renewable energgegawatt-hours separated by fuel type;
(c) the quantity of renewable energy purchasedagawatt-hours, separated by type of
ownership and fuel type;

(d) the quantity and vintage of self-generated nextde energy credits;

(e) the quantity and vintage of renewable energylits purchased,;

(f) the fuel type and ownership of the Florida neable energy resource associated with each
renewable energy credit;

(g) a statement as to whether it was in complianite the renewable portfolio standard in the
previous calendar year—and

(h) the utility’s plan for additional generation procurement of Florida renewable energy
resources or renewable energy credits for the suoaendar year and the following two
years;

(i) an estimate of levelized life-cycle cost in teper kilowatt-hour for each type of Florida
renewable energy resource generated or renewadtgyecredits purchased;

()) an estimate of the effects of the impact ofengable energy generation or renewable
energy credit purchases on the reduction of greeségigas emissions in Florida;

(k) an estimate of the estimated retail rate impaiceach class of customers of the utility’s
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generation or procurement of Florida renewable ggnegsources or renewable energy credits
for the current calendar year and the following twears; and
R (I) the utility’s plan for additional generation or ptoement to meet the renewable

portfolio standard for the current calendar yeat e following two years.

Specific Authority 350.127(2), 366.05(1), FS. Lawlemented 366.02(2), 366.04(2)(c), (5), (6), 365,0

366.05(1), 366.81, 366.82(1),(2), 366.91(2), 36682 History—New XX-XX-08.

Il. Florida Renewable Energy Credit M ar ket

17.410 Florida Renewable Energy Credit Market.

(1) Investor-owned electric utilities shall issueeguest for proposal for a third party

administrator teestablish and administer, subject to Commissiomagb pursuant to

subsection (4), an electronie-renrewable-energyitanearket Florida Renewable Energy Credit

Market. The utilities may invite other parties widlevant expertise to participate in oversight

of the third party administrator in an advisory @apy. The renewable energy credit market

shall allow for the transparent production, buyiselling, and trading of renewable energy
credits used to comply with the renewable portfgtiandards of Rule 25-17.400, F.A.C. All
records associated with the production of and theng, selling, or trading of renewable

energy credits shall be available to the Commisomaudit purposes.

{b) (@) Municipal electric utilities and rural electric @oerative utilities are encouraged to

participate in the Florida Renewable Energy Crbftitket.
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fe) (b) The administrative costs associated with the &oRenewable Energy Credit Market
shall be collected either through membership doesification fees, or administrative fees
assessed to a renewable energy credit. Feedshialr, equitable, and cost-based.

(2) Each investor-owned electric utility shall golgnwith the renewable portfolio standards
approved by the Commission pursuant to Rule 25a07.B.A.C., through the production or
purchase of renewable energy credits.

(a) The following entities are eligible to produemewable energy credits that may be
counted toward the renewable portfolio standard:

1. Investor-owned electric utility ownédoridaewnedrenewable energy;

2. Municipal electric utility and rural electrooperative utility owned Florida
renewable energy resources;

3. Non-utility ownedFlorida renewable energy resources providing apacity and
energy under a purchase power agreement to a &leledtric utility;

4. Non-utility ownedFlorida renewable energy resources greater thraagawatts
providing on site generation to offset all or atpdithe customer’s electrical needs.

5. Non-utility ownedFlorida renewable energy resources greater thraagawatts
providing equivalent solar thermal energy to offskebr a part of the customer’s electrical
needs;

6. Customer-owned Florida renewable energy regsu megawatts or less, that have
not received incentives from a Commission-appral@eand-side conservation program
pursuant to the Florida Energy and Efficiency Covesgon Act, Sections 366.80-.85 and
403.519, F.S.

(b) A renewable energy credit is retained by the@wof the eligible Florida renewable

energy resource from which it was derived unlesgi§ipally sold or transferred.
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(c) A renewable energy credit shall be valid footyears after the date the corresponding
megawatt-hour or equivalent solar thermal energy generated. A renewable energy credit
from a customer-owned renewable system less thmegawatts shall be valid for two years
after the date the renewable energy credit isfeti However, a renewable energy credit
shall be retired after it is used to comply witk #lorida or any other state, regional or federal
renewable portfolio standard.

(d) Renewable energy credits shall not be useddompliance with the Florida renewable
portfolio standard if the renewable energy credit®associated energy has already been
counted toward compliance with any other statedefal renewable portfolio standard.

(e) Renewable energy credits shall not be useddopliance with the Florida renewable
portfolio standard if the renewable energy creeltufts from a Commission-approved
demand-side conservation program pursuant toldre@& Energy Efficiency and

Conservation Act, Sections 366.80-.85 and 403.619,

4 (3) Within 90 days from the effective date of thiseruihe investor-owned electric utilities

and the third party administratshall file for Commission approval the structureygrnance,

and procedures for administering the renewablegynenedit market. The compliance filing
shall, at a minimum, provide provisions for thedaling:

(a) a mechanism to buy, sell, and trade renewatdegg credits generated by utilities and
Florida renewable energy resources;

(b) the aggregation of renewable energy creditedistomer-owned Florida renewable energy
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resources;

(c) the certification and verification of renewalleergy credits as defined in Rule 25-
17.400(2)(f), F.A.C., including renewable energgdits resulting from Equivalent Solar
Thermal Energy as defined in Rule 25-17.400(2)kA\.C.;

(d) an accounting system to verify compliance whité renewable portfolio standard; and

(e) a method to record each transaction instantestygcand to indicate whether the renewable
energy credit is associated with a Class | or Alasmewable energy source as defined in

Rule 25-17.400(2)(d) and (e), F.A.C.

Specific Authority 350.127(2), 366.05(1), FS. Lawlemented 366.02(2), 366.04(2)(c), (5), (6), 365,0

366.05(1), 366.81, 366.82(1),(2), 366.91(2), 36682 History—New XX-XX-08.

[11. Municipal and Rural Electric Coop Reporting

25-17.420 Municipal Electric Utility and Rural Eteic Cooperative Renewable Energy
Reporting

(1) Each municipal electric utility and rural electcooperative utility shall file with the
Commission an annual report no later than Aprif &ach year for the previous calendar year.
Each utility’s report shall include the following:

(a) the retail sales of the prior year in megavaatirs;

(b) the quantity of self-generated renewable energgegawatt-hours separated by fuel type;
(c) the quantity of renewable energy purchasedagawatt-hours, separated by type of
ownership and fuel type;

(d) the quantity and vintage of self-generated nexde energy credits;
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(e) the quantity and vintage of renewable energylits purchased,;

(f) the fuel type and ownership of the Florida neable energy resource associated with each
renewable energy credit;

(g) the utility’s plan for additional generationgrocurement of Florida renewable energy
resources or renewable energy credits for the suoaendar year and the following two
years;

(h) an estimate of levelized life-cycle cost intsgper kilowatt-hour for each type of Florida
renewable energy resource generated or renewadtgyecredits purchased;

(i) an estimate of the effects of the impact ofengable energy generation or renewable
energy credit purchases on the reduction of greeségigas emissions in Florida;

()) an estimate of the estimated retail rate impactach class of customers of the utility’s
generation or procurement of Florida renewable ggnegsources or renewable energy credits
for the current calendar year and the following twears;
fg3-(k) a statement as to whether the utility has agbptrenewable portfolio standard, or has
any plans to conduct a proceeding to establismewable portfolio standard in the upcoming

year.

Specific Authority 350.127(2), 366.05(1), FS. Lawlemented 366.02(2), 366.04(2)(c), (5), (6), 365,0

366.05(1), 366.81, 366.82(1),(2), 366.91(2), 36682 History—New XX-XX-08.
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