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Ruth Nettles

From: Stright, Lisa [Lisa.Stright@pgnmail.com)

Sent: Monday, September 08, 2008 8:30 AM

To: Filings@psc.state fl.us

Cce: Ruth Nettles; Kimberley Pena

Subject: RE: PEF Post-Workshop Comments - Dkt# 080503

Attachments: Document.pdf

For resubmission........u.......
This electronic filing is made by:

John T. Burnett

299 First Ave North

St. Petershurg, FL 33733
(727) 820-5184
john.burnett@pgnmail.com

Docket No. 080503-El
On behalf of Progress Energy Florida
Consisting of 13 pages.

The attached document for filing is PEF's RPS
Post-Workshop Comments.

Lisa Stright

Regulatory Affairs Analyst - Legal Dept.
Progress Energy Svc Co.

106 E. College Ave., Suite 800
Tallahassee, FL 32301

Telephone: (850) 521-1425 direct iine
lisa.stright@pgnmail.com

----- Original Message--—-

From: Filings@psc.state.fl.us [mailto:Filings@PSC.STATE.FL.US]

Sent: Friday, September 05, 2008 5:00 PM

To: Stright, Lisa .

Cc: Ruth Nettles; Kimberley Pena

Subject: FW: PEF Post-Workshop Comments - Dkt# 080503

Ms. Stright:

We are in receipt of your e-filing below. Please note that per Commission's e-filing requirements documents are
to include an official signature. Your document will need to be revised and resubmitted to be considered an

official filing.
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Manner of Electronic Transmission

e Documents shall be signed by typing "s/" followed by the signatory:
s/ First M. Last

o The acknowledgment indicates the document has been received, but does not confirm the document meets
the requirements for electronic filing.

A link to the Commission's e-filing requirements is included for your convenience:
http://www.psc.state.fl.us/dockets/e-filings/

Please call our office if you have any questions.

Dorothy Menasco

FPSC

Office of Commission Clerk
850-473-0770

From: Stright, Lisa [mailto:Lisa.Stright@pgnmail.com]
Sent: Friday, September 05, 2008 2:56 PM

To: Filings@psc.state.fl.us

Cc: Burnett, John

Subject: PEF Post-Workshop Comments - Dkt# 080503

This electronic filing is made by:

John T. Burnett

299 First Avenue North

St. Petersburg, FL 33733
(727) 820-5184
john.burnett@pgnmail.com

Docket No. 080503-El
On behalf of Progress Energy Florida
Consisting of 12 pages.

The attached document for filing is PEF's RPS
Post-Workshop Comments.

<<Document.pdf>>

Lisa Stright

Regulatary Affairs Analyst - Legal Dept.
Progress Energy Svc Co.

106 E. College Ave,, Suite 800
Tallahassee, FL 32301

Telephone: (850) 521-1425 direct line
lisa.stricht@pgnmail.com

9/8/2008
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September 5, 2008

Ms. Ann Cole, Commission Clerk
Florida Public Service Commission
2540 Shumard Oak Boulevard
‘T'allahassee, F1. 32399-0850

Re:  Estabfishmert of rule on mnewa{ilg-pw{fqﬁg standard; Docket No. 08G503-ET

Dear Ms. Cale:

Please find enclosed for filing on behalf of Progress Energy Florida, Inc. (“PEF™)
its Post-Workshop Comments in the above referenced docket.

Thank you for your pssistancs: in this mitier. Should yoi have any questions,
please feel freeto call ine ut (727) 820-5184.

Sincerely,

&,L-.T.&wﬂ;w

hn T. Burnett

FTB/lms
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ngwss Enm kada’s I’ﬂst-Wnrkshop Comments

17.400 Florida Renewable Portfolio Standard

(1) Application and Scope.

(8) The Commission shall establish numerical portfolio standaids for each invéstor-owned
eleciric urility that wili promote thie development of renewsble energy, protect the economic
viability of existing renewable energy fucilities, diversify the types of fusl used to generate
electricity in Florida, lessen Florida’s dependence on fossil fuels for the production-of electrivily,
minimize the volatility of fiel costs, encourage investiment in the state, improve environmental
conditions, and minimize the costs of power supply to electrie utilities and their customers.

(b) After approval of the initial renewable portfolio standards, the Commission shall review and
set renewable portfalio standards for each investor-awned electric utility at least once every five
years, The Commission on its own motion, or upon petition hy a substantial ly affected person-or a
utility, shall initiate a proceeding to'review and, if appropriate; modify the renewable partfolio
standards. All modifications of the approved renewable portfolio standards and the associated
compliance plans shall only be on a prospective basis,

(£) In a procecding to establish or modify the renewable portfolio standards, each investor-owied
eletric utility shall proposc numerical renewable portfolio standards based on an analysis of the
mviilability, technical capability, and cconomic-cffectivenesspetentiat for Florida renewable
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{a) “Florida renewable energy resources,” meuns tlecirical, mechanical, or thermal chergy
produced from a method that uses one or more of the following fuels vr enerigy sources:
hydrogen, biomass, solar energy, geothenmal energy. wind energy, ocean energy, waste heat, or
hydroelectric power that is produced in Florida.

(b) “Renewable energy,” means electrical energy produced from a method that uses one or more
of the following fuels or enerzy sources: hydrogen produced from sources other than fossi fuels,
biomass, solar energy, ‘geothermal energy, wind energy, ocean energy, and hydroelectsic power.
The term includes the alternative energy source, waste heat, from sulfuric acid manufacturing
operations.

(c}“Biomass,” mcans & power source that is comprised of, but not limited to, combustible
residues or gases Trom forest products manufacturing, waste, or e¢a-products from agricultural and
orchard crops, waste or co.-productsi. from livestock and poultry operations, waste or byproducts
from food processing, urbun wood wastc, municipal solid waste, municipal liquid waste treatment

operations, dedicated encriy crops, and lindfill gas.

{d) “Class I renewable energy source,” means Floridu renewable cnergy resources derived from
wind or solar energy systems.

(e) “Class 11 renewable energy source,” means renewable encrgy derived from Florida renewable
energy resources other than wind or solar energy systems.

(fy“Renewable Energy Credit,” means a financial instrument that represents the unbundled,
separable, renewable attribute of renewable energy or equivalent solar thermal energy produced
in Florida and is equnivalent to one miegawatt-hour of electricity generated by a source-off

renewable energy located in Florida and/or a Florida Renewable Energy Re:

() “Renewable Portfolio Standard,” means the minimum percentage of total annual retail
clectricity salés by an investor-owned eléctric utility t consumers in Florida that shall be
supplicd by renewable energy produced in Florida.

(k) “Solar Encrgy System,” means €quipment that provides for the collection and use of




incident solar energy fot water heating, space heating or coaling, oF other applications that would
normally require a conventional source of energy such as petraleism products, natural gas, oc
cloetricity that performs primarily with solar energry. Tn other systems in which solar energy is
used in a supplemental way, only those compaonents that collect and transfer solar energy shall be
ingluded in this detinition

(i) “Solar Photovoltaic System,” means 8 dévice that converts inicident sunlight into electrical
current. .

(j) “'Solar thermal systeem,” means a.device that traps heat from incident sunfight in order to heat
water.

(k) “Fquivalent Solar Thermal Energy,” means the conversion of the thermal output, measured. in
British Thermal Units, of a solar thermal system o equivalent tnits of one megawatt-tiour of
electricity-otherwise consumed from or cutput to the efectric ulility grid.

less than every five vears thersafter, each investor-owned electric utility shall fife for upproval by
the Commission proposed renewable portfatio standards based on an analysis of the availability,

technical capability, and econontic gffectivenesy of Florida renewable energy resources.

 forcach utility’s service area.
(a) Initialty, each investor-owned utility shall submit proposed annual renewable portfolio
standards which meet or exceed the following long term standards through the: production or
purchase of rencwable cnergy credits pursuant te Rule 17.410, F.A.C.:

I. by January 1, 2010: 2 percent of the prior year's retail electricity sales;

2. by Junuary 1, 2017: 3.75 percent of the prior year’s retail electricity sales;

3, by Junuary 1, 2025:6 percent of the prior year's retail electricity sales;

4. by Junuury 1, 2050: 20 perecnt of the prior year's refail electricity sales.




(b) For purposes of compliance with the renewable partfolio standards, a multiplier of 5 shall be
applied to all renewable eriergy credits produced from Class T renewable anerpy sources until the
first year in which they represent, in aggregate, 25% of the annual Renewable Portfolic Standard.
(c) Exch investor-owned electric utility proposed renewahle portfolia standard filing shall, at a.
minimum, consain the following:

L. Current and ten-year forecast of installed capacity in kilowatts for each Florida
renewable energy resource.gurrently in the FOUs Renewable

forecast;

2, Levelized life-cyele cost in conts per kilowatt-hour for each Florida renewable energy
TESOUrce,
3. Current and (en-veur (Orecast of the effects of the rencwable portfolio standard ‘on the.

reduction-of greenhouse gus emivsions in Florida;
4,
| developmentin-Florida:end




l $—-Current and wi-year foreeast of the estimated retail rate impact for each class of customers of
the proposed rencwable portfolio standard,
{4) Compliance,
(a) In approving the proposed renewable. porifolio standards and enforcinig compliance with the

l approved renewible portfolio standards, the Commission shall eensider-excusging an investor-

~ owned electric otility from complidnee with any renewable portfolio standard based upoia
showing that:

1. the supply of reaewable snergy-oF refiewable energy ercdits is not adequate to satisfy the

demand for such energy; or

2. the cost of securing renewable-envrgy-osrenewable energy credils was prohibitive such

thar the total costs for compliance with the renewable portfolio standard exceeded one percent ol
the investor-owned electric utility’s total annual retail revenues,

(b) Any utility requesting to be excused from mésting its renewsble portfolic standard must
submit irs request along with the annual report required by Rule 25«1?.4§0{6), FAC

(5) Cost Recovery. Reasonable and prudent costs associated with the pravision or purchase of
rencwable energy credits to meet the utility’s renewable portfolio standards, including
administrative costs of the Florida Renewable nergy Credit Market, shall.be recovered through
the Environmental Cost Recovery clause.

* (6) Reporting Requirements, Each investor-owned ¢lectric utility shall file with the Commission
an annpal reporl no later than April 1 of cach ycar for the previgus calendar year. Each investor-
owned electric utility’s report shall include the foltowing:

{a) the retail sales uf the prior year in mogawatt-hours;
I (b) the guantity of self-generated renewable cnergy eredits in megawati-hours and vintage
separated by fuel type;
(c) the quantity of renewable energy gredits purchased in megawatt-hours and vintage, separated
by type of ownership and fuel type;




{-self-genenited renewable-energy eredits

gy-wredits purchased:

ida-renewable enerpy resource associgted-withreach

(d) a staternent as to whether it was in compliance with the renewahle partfolio standard in the
previous calendar year; and
{c) the utility™s plan for additional generation or procurement 1o meet the renewahie portfolio

standurd forthe currcnt calendar year and the following two years:

Specific Authority 350.127(2), 366.05(1), F§. Law Implemantnd 366:02(2), 366 04(2)(c), (3); (6),

366,041, 366.05(1), 366,81, 366,82(1),(2), 366.91(3), 36692 I'S, Ilistory-New XX-XX-08;

17.410 Florida Renewable Energy Credit Market.

(1) Investor-owned clectric utilities shall establish and administer, subject to Ear‘rim-ission
approval pursuant Lo subscetion (4), an cléctronic renewable energy credit market, The
renewable energy credit market shall allow for the transparent production, buying, selling, and
trading of renewable energy credits used to comply with the renewable portfolio standards of
Rule 25-17.400, ¥ A.C. All records associated with the production of and the biying, selling, or
trading of renewable energy credits shall be availsble to the Commission for audit purposes.

(a) Investor-owned electric utilities are encouraged to collectively cstablish and contract with an
independent not-for-profit corporation for the development, administration, end maintenance of a

Florida Renewable Energy Credit Market.




(b) Municipal elecric utilities and rural electric cooperative utilities are encouraged to partisipate
in the Florida Renewable Energy Credit Market.
(¢} The administrative costs associated with the Tlorida Renewable Tinergy Credit Market shall he
collevied either through membership dues, certification fees, or administrative fees assessed to a
renewable energy credit. Fees shall be fair, cquitable, and cost-based,
(2) Each investor-owned electric utility shall comply with the renewable portfolio standards
approved by the Commission pursuant to Rulc 25-17.400, F.A.C., through the production or
purchase of renewable energy uredits. '
{a)  The following entities are eligible to produce renewable encrgy credits that may be
counied toward the renewable portfolio stundurd:

1. Investor-owned glectric utility Flonda owned renewable eniergy resources;

2. Municipal electric utility and rural electric cooperative utility owned Florida
renewable energy resatirces;

3. Non-utility Florida renewable énergy resources providing net capacity and energy
under a purchase power agreement tora Florida electric utility;

4. Non-utility Florida renewable energy resources greater than 2 megawatts providiag on
site generation to offset all or a ga_:t.of'tim customer’s electrical needs.

5. Non-utility Florida renewable energy resources greater than 2 megawatts providing
cquivalent solar thermal energy to offset all or a part of the customer's electrical needs;

6. Customer-owned Florida renewable energy resources; 2 megawatts or less, that have
not reeeived incentives from a Commission-approved demand-side conservation pragram
pursuant to the Florida Energy and Efticiency Conservation Act, Sections 366.80-.85 and
403.519, F.S,

(b) A renewsble energy credit is retained by the owner of the eligible Florida renewable energy

. resource from which it was derived unicss specifieally sold or transterred.




{¢) A renewable energy credit shatl be valid for two years after the date the carresponding
megawatt-hour or equivalent solar thermal energy was generated. A renewable energy credit
from a customer-owned renewable system less than 2 megawatis shall be valid for twa years after
the datc the rencwable energy credit is certified. 1lowever, a renewable energy credit shall be
retired after it is used to comply with the Florida or any other state, regional or federal renewable
portiolio standard.

{d) Renewuble energy credits shall not be uscd for compliance with the Florida renewable
portfolio standard if the renewnble éncrgy credit or its associated energy has already been counted
toward compliance with any other state or federal renewable portfolio standzrd.

(¢) Renewable energy credits shall not be used for compliance with the Florida rencwable
portfolio standard if the renewable energy credit results [rom a Commission-upproved demand-

side conservation program pursuant to the Florida Energy Efficiency and Conservation Act,

Sections 366.80-.85 and 403.519, F.5,

(3) Within 18099 days from the effective date of this rule, the investor-owned glectric utilities
shall file for Commission approval the structure, governance, and procedures for administering
the rencwablg energy credit market. The compliance filing shall, at a- minimum, provide
provisions for the following:

{u) a mechanism to buy, scll, and tradec renewable energy credits generated by utilities and Florida
rinewnble energy :‘é&ources;

{b) the nggregution of renewable encrgy ercdits for customer-ownied Florida renewable energy

reSQUItos,




(c) the certilication and verification of renewable energy credits as defined in Rule 23-
17.40002)(f}, F.A.C., including renewable energy credits resniting from Equivalem Solar Thermal
Energy as defined in Rule 25-17.400(2)(k), F.A.C.;

(d) an accounting system to verify compliance with the renewable ‘pc-:ttfulio standard; and

' {e) a method to record each hourly market transaction or long-terin agreement, instantaneously,
and to indicate whether the renewable energy creditis associated with a Class [ of Class 1l

renewable energy source as defined in Rule 25-17.400(2Kd) and (e), F.A.C.

Sprecific Autharity 350.127¢2), 366.05¢1), FS: Law Implemented 366.02(2); 366.04(25c). (3). (6), 366.041,
366.0571), 366.81, 366.82(1).(2); 366.91(2), 366,92 FS, History-New XX-XX-G8,

25-17.420 Municipal Electrie Utitity and Rural Eleviric Covperative Renewable Energy
Reporting

(1) Each municipal electric utility and rural electric cooperative utility shall file with the
Commission an annual report no latei than April  of eacli vear for the previous calendar year,
Each utility’s report shall include the following:

(n) the rctail sales of the prior year in mepawatt-hours;

(b) the quantity of self-generated renewable energy in megawatt-hours separated by fuel type;
{c) the quantity of renewable energy purchased in megawatt-hours, separated hy type of
ownership und fuel type;

{d) the quantity and vintage of scif-gonerated renewable energy credits;

(e) the quantity and vintage of ronewable cnergy eredits purchased;

(®) the fuel type and vwnership of the Florida rencwable energy resource associated with each

renewable energy credit;




(g) & statement as to whether the utility has adopted a renewable portfolio standard, or has any

plans to conduct a proceeding to establish a rencwable portfolio standard in the upcoming year.

Specific Authority 330.127(2), 366.05(1), FS. Law Implemented 3656.02(2), 366.04(2)(c), (5), (8), 366041,

366.05(1), 365,81, 366.82(1),(2), 366.9112), 366.92 FS. History-New XX-XX-08.

What is PEF’s view on the use of bilateral coniracts in the REC murket and how
should this be factored into the REC market design?

gesponse;  Bilateral agreemenis combined with an hourly or auction fype
market provide needed payment sireams for the renewable supplier, and cost and
regulatory certainty for the utifity. In many commodity markets, the use of both
bilateral contracts and hourly troding are important. Like other commodity
markets, a REC market also henefits from the use of both arrangements. A
hilateral REC agreement gives the renewable supplier a stream of payments that.
they can use to help obtain financing for their praject. A bilateral REC
agreement provides the supplier with an-additional revenue source that may
allow for finaneing when combined with an avoided cost PPA.
A bilateral agreement is attractive to the uﬂlity as well, Assuming tha! the wlility
is reqiired to obtain RECs based on-a RPS, they either purchase the RECs from
the market, orthey can enter into a bilateral agreement for the RECs, Either
method.is acceptable, but unless bilateral agreements are allowed, a wtility could
find itself'in the position of purchasing capacity and energy from a number of
renewable suppliers, but not owning any RECS from those suppliers because they
have been sold to another party through ihe auction. The wtility would rather
contract with a supplier that they already know and purchase any shortfall or seil
excess RECY in the hourly market. The bilateral agreement allows the utility to
plan its néeds for RECSs and encourages negotiations with renewable suppliers.
An hourly market is still necessary along with biloxerad agreements to provide the
utifity a source for RECs if they need more or-a method to monetize any excess
RECs that they may possess. In addition, some renewable suppliers may-be
unable or unwilling to enter into a bilateral agreement: In these cases, the hourly

- market pravidas a means to sell their RECs.




What is PEF's view on hourly trading in the REC market and how should this he
factored into the REC market design?

Response:  Please see PEF's response in item #1 above.

Bhould there be reward and penalty provisions in the RPS rules for excess
compliance and non-compliance?

Response:  With respectto rewards, House Bill 7135 provides the Commission.
rulemaking authority:to enact incentive-based adfustinents 1o authorized rates of
return on common eguily to IOUs to incentivize remewable eneryy. PEF supports
the current version of the Staff’s proposed RPS rule as amerided by PEF’s
suggested edits ubove, but PEF would ulso support the concept of rule-based
rewards 10 incentivize renewable eneryy. With respect 1o penalties, section
366.093, Florida Statues, already addresses the Commission’s authority to-levy
penalties uguinst IOUs that refuse to comply with a lawful Commission rule, and
it would be improper and unnecessary to provide séparate penalty provisions in
an RPSrule.

Should a separate cost recovery clause be established for RPS costs?

Response:  While not spergfzmlfy addréssed in Hotse Bill 7135, it appears
that the 1.egislature confemplated in amended section.366.92(4), Florida Statutes,
that certain costs associated with renewable energy demonstration projects would
he recavered through the Environmental Cost Recovery Clause. That being said,
Anwever, thare could be some logistic and.administrative advariuges tv having 4
separate RPS clause so long as the €ost recovery provisions of that rule were
clear and workable. In cither case, PEF believes that the recovery of RPS
compliance costs is essentinl through a clause,

Regarding renewable generation ausety, should there be a REP process for utility
self-build options and/or standard cost-elfectiveness eriteria for sclf-build
aptions?

Response:  PEF beélieves that current siatutes and rules regarding competitive
bidding and cost effectiveness for generation assers are adegquate and apprapriate
Jor dealing with any utitity renewable eniergy self-build aprinm and that no
Jurther rule language is needed in the RPS rule to addvess these issucs.

Should there be a standard oﬁe.r contract requirement for RECs?

Respouse:  PEF apposes the concept of a standard offer contract purely for
RECs. PEF believes that a REC market will provide pricing and structure for
REC disposition (please see response fo Question | above). However, PEF does
support bilateral purchases.af RECs being inclheded in-existing renewable
stondard offer contracts.




How should the revenue cap in Staff's current proposed rule he calcutated?
es :

PEF supports the Staff’s proposed vule in this regard, which states that the
compliance revenue cap is reached when tatal costs for compliance with the
renewable portfolio standard exceeded one percent af the investor-owned electric
utility’s total annual retail revenuss, excluding taxes, franchise fecs, and other
similar items.

Should the RPS rule include provisions to ensure that only the “least cost” RECs
get purchased?

Responsc:

PEF believes that the RPS rule should not endeavor to sei strict limitations or
reguirements for REC purchases in advance of the development and execution of
the Floridu REC murket because domg so may have unintended conseguences on
REC availability and pricing. Rather, PEF recommends that each IOU have the
discrelion to purchase, obtain, and/ar provide RECs under varying
circumsiances, as may be appropriate with each differing factual situation, with
the understanding that an 10U would have the burden ta show that its REC
porifolio was reasonable and prudent under the circumstances.

If the RPS does natinclude a price cap, should the fule have a pmwsmn that
2llows the PSC 1o intervene it needed to address any REC price issues that may
arise?

esponse:  PEF believes that the Commission always has the right to
mtemm “inany of ifs. rules. by initiating u rulemiaking proceeding o change or
modify a rule provision.




