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Section 1. Background and Draft Rule Development Efforts 


During the 2008 Regular Session, the Florida Legislature amended Section 366.92, 
Florida Statutes (F.S.), in House Bill 7135 (HB 7135), Chapter 2008-227, Laws of Florida. The 
Florida Public Service Commission (FPSC) is required to adopt rules to establish a renewable 
portfolio standard (RPS), in consultation with the Department of Environmental Protection 
(DEP) and the Florida Energy and Climate Commission. The RPS rule would require each 
investor-owned electric utility (IOU) to supply a percentage of retail electricity sales from 
renewable energy resources located in Florida. The FPSC is required to submit a draft rule to the 
Legislature by February 1,2009. 

Over the past four years, the FPSC has actively engaged in efforts to further encourage 
the development of renewable energy in compliance with legislative policy on renewable energy. 
During 2007, the FPSC conducted numerous public workshops in order to gather information on 
the appropriate design and implementation of an RPS. Subsequent to the 2008 Legislative 
Session, the FPSC embarked on an accelerated rule development process with the participation 
of numerous stakeholders and interested persons. During this process, the FPSC conducted three 
public workshops in July, August and December, 2008 to discuss issues relevant to the 
development and implementation of an RPS for Florida that is consistent with the provisions of 
Section 366.92, F.S. 

As part of the rule deVelopment process, HB 7135 requires the FPSC to evaluate the 
current and forecasted availability and cost through 2020 of each renewable energy resource. In 
order to meet this statutory requirement, in August 2008, the FPSC, in cooperation with the 
Governor's Energy Office and the Lawrence Berkeley National Laboratory, engaged Navigant 
Consulting, Inc. (Navigant Consulting) to perform an assessment of renewable energy resources 
in Florida. Funding for this study was provided through a grant from the U.S. Department of 
Energy. Navigant Consulting's final report, entitled Florida Renewable Energy Potential 
Assessment, was submitted to the FPSC on December 30, 2008, and provides a source of 
information and data to validate the final percentages and timing of the RPS. A summary of 
Navigant Consulting's final report is appended to this document as Appendix C. 

At the January 9, 2009 Special Agenda Conference, the FPSC discussed two separate 
draft RPS strategies: (1) a market-based approach with negotiated contracts between IOUs and 
renewable energy providers, and (2) a standard offer contract approach.! The FPSC also 
discussed: (1) the magnitude and timing of the RPS standard, (2) the level of the rate cap for the 
protection of consumers, (3) whether and to what degree solar and wind should be given greater 
weight in the formulation of the draft RPS rule, (4) the frequency of review of the rule once 
implemented, and (5) rewards and penalties for the IOUs to encourage compliance. In addition, 
the FPSC discussed whether to suggest that the Legislature consider expanding the eligible 
resources in the existing statute to include other "clean energy" options. Resources such as 

The two strategies discussed at the Special Agenda Conference are described in the FPSC staff recommendation, 
included as Appendix A. At the Special Agenda Conference, Commissioner Skop distributed a document that 
elaborated on the standard offer contract approach. The document was subsequently revised to reflect discussion at 
the Special Agenda Conference and is included as Appendix B. 
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nuclear energy and energy savings associated with efficiency improvements and customer 
conservation efforts are not currently eligible pursuant to the definition of Florida renewable 
energy resources in Section 366.92, F .S. 
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Section 2. The Draft Renewable Portfolio Standard Rule 


At the January 9, 2009 Special Agenda Conference, the FPSC voted to submit to the 
Legislature a draft RPS rule featuring a market-based approach to compliance, with an 
aggressive standard of 20 percent renewable energy by 2020. The draft RPS rule also features 
ratepayer protections, including a 2 percent rate cap with close oversight by the FPSC of the 
costs of compliance. This section provides: (1) a summary of the draft RPS rule, (2) the draft 
RPS rule, and (3) a description of other resources the Legislature may wish to consider including 
as eligible for compliance with the standard. 

A. Summary of the Draft RPS Rule 

The FPSC's draft RPS rule balances the legislative intent to protect existing renewable 
resources, promote the development of new renewable resources, and protect the environment, 
while minimizing the costs of power for consumers. The rule sets aggressive, mandatory 
standards for Florida's IOUs that must be met with Florida renewable energy resources. To 
protect ratepayers from undue rate increases, the rule caps incremental compliance costs at 2 
percent of each IOU's annual retail revenues. The rule also provides the necessary proceedings 
and reporting requirements for the FPSC to closely monitor both the development of the 
renewable market and its associated costs and requires FPSC review at least once every 3 years. 
Table 1 on page 6 summarizes the key components of the draft rule and the major provisions of 
the rule are discussed below: 

Renewable Portfolio Standards - The FPSC recommends an aggressive RPS that requires each 
IOU to achieve 20 percent renewable energy by 2020. This aggressive standard is intended to 
protect existing renewables, and spur new renewable developers to enter the Florida market by 
establishing a long-term dedicated market for renewable energy in the state. 

RPS Percentage and Timing - Section 25-17.400(3), Florida Administrative Code (F.A.C.), of 
the draft rule establishes the following standards of the prior year's retail sales for each IOU to 
be provided by Florida renewable energy resources: 

1. 7 percent by January 1,2013; 
2. 12 percent by January 1,2016; 
3. 18 percent by January 1,2019; 
4. 20 percent by January 1,2021. 

Eligible Resources Only Florida renewable energy resources as defined in Section 366.92(2), 
F.S., are eligible for compliance with the RPS. The draft rule casts a wide net to include in-state 
renewable resources of all capacity sizes, which are owned by utilities, non-utility generators, 
and customers. Small renewable systems (2 megawatts or less) are eligible as long as these 
systems do not receive monetary incentives through a utility's energy efficiency program 
pursuant to the Florida Energy Efficiency and Conservation Act (FEECA - Sections 366.80-.82, 
F.S.). 
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Compliance Mechanism - The draft rule establishes a compliance mechanism that requires each 
IOU to produce or purchase sufficient Renewable Energy Credits CRECs) to meet the RPS. A 
REC is a tradable financial instrument that represents the renewable attributes associated with 
one megawatt-hour (1,000 kilowatt-hours) of renewable energy. Utilities may comply with the 
RPS using RECs associated with the energy produced by self-built renewable facilities, or may 
purchase RECs from other utilities, non-utility renewable generators, or customer-owned 
renewables. The draft rule establishes a REC market to facilitate both a short-term spot market 
and long-term negotiated contracts for RECs from all in-state renewable facilities. 

Rate Cap - Incremental RPS compliance costs, above the cost which a utility would otherwise 
pay for capacity or energy, would be limited to a 2 percent rate cap. The rate cap would be based 
on each IOU's total annual revenue from retail sales of electricity. As an example, a 2 percent 
cap would represent $370 million annually, based on 2007 IOU retail revenues. Given the 
aggressive standards established by the draft rule, the FPSC recognizes that this rate cap must be 
reviewed over time in light of ongoing economic conditions and the impact on customers. The 
draft rule provides the flexibility for the FPSC to review, and if appropriate increase or decrease 
the rate cap in the annual cost recovery proceedings. 

Frequency of Review - In order to fully balance the interests of encouraging renewables while 
protecting ratepayers, the RPS rule contains a process for FPSC review at least every 3 years or 
as conditions warrant. This process for review will also allow the FPSC to amend the rule in the 
event that a new provision of state or federal law supplants or conflicts with the rule. 

Mandatory Standards or Aspirational Goals The draft rule establishes mandatory standards to 
be met by each IOU. These standards will be enforced with penalties, to be paid by the 
stockholders, of up to 50 basis points on an IOU's authorized return on equity if an IOU does not 
meet the standards and is not excused from compliance. The rule provides the conditions under 
which an IOU may be excused for non-compliance, as required by statute. These conditions 
include insufficient supply of Florida renewable energy resources or prohibitive cost. 

Rewards and Penalties - To encourage compliance, the draft rule includes provisions that allow 
the FPSC to assess penalties to an IOU that does not fully comply with the RPS. The FPSC may 
assess a penalty, to be paid by stockholders, of up to 50 basis points of an IOU's authorized 
return on equity. As required by statute, however, the draft rule provides that the FPSC may 
excuse the IOU from compliance if sufficient renewable energy credits are not available, or if 
compliance is cost prohibitive. IOUs are encouraged to build renewable facilities due to the 
opportunity to earn a return on their investment and recover reasonable and prudent costs 
through a dedicated cost recovery clause. 

Encouragement of Solar and Wind - The draft rule includes a carve-out for solar and wind 
whereby a minimum of 25 percent of the RPS must be provided by these resources. Section 
366.92(3)(b)3, F.S., authorizes the FPSC to provide added weight to solar and wind in its draft 
rule. Providing a carve-out of the RPS for these zero-greenhouse gas emission renewables will 
meet the legislative intent to improve environmental conditions. In addition, a carve-out for 
these currently higher-cost resources may encourage their development and put downward 
pressure on the cost of solar and wind over time. To further encourage solar and wind resources, 
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1.5 percent of annual IOU revenues are allocated for solar and wind for the incremental costs of 
complying with the RPS, with the remaining 0.5 percent for all other Florida renewable energy 
resources, for a total rate cap of 2 percent. 

Renewable Request for Proposal Requirements - The draft rule requires each IOU to issue a 
request for proposals (RFP) for renewable resources every 2 years. The RFP framework would 
utilize a market-based approach to encourage renewable developers to participate in the Florida 
market. Also, the renewable RFP will provide the IOU and the FPSC with needed information to 
evaluate the cost-effectiveness and need for a utility self-build renewable option. 

Cost Recovery - Section 25-17.400(7), F .A.C., of the draft rule establishes a dedicated cost 
recovery clause for reasonable and prudent costs associated with renewables. These costs 
include the costs associated with: (1) the purchase of RECs, (2) administrative costs of the REC 
market, (3) IOU-owned Florida renewable facilities, and (4) renewable purchased power 
contracts. 10Us are required to identify the incremental costs of compliance with the RPS as a 
separate line item on customer bills. 

Florida Renewable Energy Credit Market - Draft Rule 25-17.410, F .A.c., provides for FPSC 
oversight of the establishment of the REC market. The 10Us would issue an RFP for an 
independent third-party administrator, select an administrator, and petition the FPSC for 
approval. Upon approval of the administrator, the 10Us would submit the proposed structure 
and governance of the REC market for FPSC approval. The draft rule lists the entities eligible to 
produce RECs, and provides for the use of RECs. Finally, the rule cites the FPSC's dispute 
resolution processes. 

Reporting Requirements for Municipal and Cooperative Electric Utilities - Draft Rule 25­
17.420, F.A.C., specifies the annual reporting requirements for the municipal and rural electric 
cooperative utilities. The information in these reports will facilitate the FPSC's efforts to track 
municipal and cooperative policies regarding renewable energy and energy efficiency, as well as 
identify any associated increase in statewide renewable resources in Florida. 
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Table 1 
Components of the FPSC's Draft RPS Rule 

General Concept Compliance through RECs. Requires IOUs to generate through 
self-build renewables, or to purchase sufficient RECs from other 
utilities or non-utility renewable generators to meet RPS 
requirements. Establishes REC market to facilitate short-term 
spot market and long-term negotiated contracts for RECs from 
all in-state renewable facilities (unless subject to FEECA). 

I 

Renewable Portfolio Standard 20% by 2020 
RPS Percentage and Timing 7% by 11112013 

12% by 1/1/2016 
18% by 1/1/2019 
20% by 11112021 

Rate Cap Charges to utility customers are initially capped at an amount 
equal to 2 percent of the utility's annual retail revenues. The rule 
provides the FPSC with the flexibility to review and modify the 
rate cap, if appropriate, annually in the cost recovery proceeding 
or in a proceeding initiated on its own motion. 

Frequency of Review RPS reviewed at least once every 3 years. 
Mandatory Standards or Mandatory, due to the presence of penalties that would be 
Aspirational Goals assessed to the utility's stockholders. However, non-compliance 

may be excused due to lack of sufficient renewable energy 
credits or prohibitive cost (i.e., costs over 2 percent rate cap). 

Rewards and Penalties Penalty of up to 50 basis points for unexcused non-compliance to 
be assessed to the utility's stockholders. No specified rewards. 

Solar and Wind Carve-Out Carve-out for solar and wind, such that 25 percent of RPS 
requirements, must be met with these resources. Also, 3/4 of 2 
percent rate cap (1.5 percent) funding is allocated to solar and 
wind resources. The rule provides the FPSC with the flexibility 
to review and modifY the allocation of the rate cap annually, if 
appropriate. 

Renewable Request for 
Proposals (RFP) Requirements 

IOUs are required to issue a renewable RFP every 2 years to 
determine if a utility's self-build renewable project is cost-
effective. 

Cost Recovery Establishes a dedicated cost recovery clause for all costs 
associated with renewables. The incremental cost of compliance 
with the RPS would appear separately on customer bills. 

Florida Renewable Energy Provides for FPSC oversight of the establishment of the REC 
Credit Market market. Lists the entities eligible to produce RECs and provides 

for the use of RECs. Cites the FPSC's dispute resolution 
processes. 

Reporting Requirements for 
Municipal and Cooperative 
Electric Utilities 

The municipal and rural electric cooperative utilities would 
annually report to the FPSC information to track utility efforts in 
renewable energy and energy efficiency. 
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B. Draft RPS Rule 

The draft RPS rule follows and features three individual rules: 

17.400, F.A.C., Renewable Portfolio Standard the rule includes: (1) an aggressive standard 
of 20 percent by 2020 with interim standards, (2) a rate cap of 2 percent of IOU annual retail 
revenues, (3) review of the standard at least every three years, (4) compliance through RECs 
from Florida renewable energy resources, (5) encouragement for solar and wind, and (6) 
recovery of the costs to comply with the RPS. 

17.410, F.A.C., Florida Renewable Energy Credit Market - the rule includes: (1) issuance of 
an RFP by the IOUs for a REC market administrator, (2) IOU petition for FPSC approval of the 
REC market administrator, (3) IOU petition for approval of the structure and governance of the 
REC market, (4) a list of entities eligible to produce RECs, (5) provisions for the use of RECs, 
and (6) citation of the FPSC's dispute resolution processes. 

17.420, F.A.C., Municipal Electric Utility and Rural Electric Cooperative Renewable 
Energy Reporting the rule specifies that the municipal and cooperative utilities shall report 
annually to the FPSC data and information to track these utilities' policies regarding renewable 
energy and energy efficiency. 
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17.400 Florida Renewable Portfolio Standard 

(1) Application and Scope. 

The purpose of this rule is to establish and update at least every three years numerical renewable 

portfolio standards for investor-owned electric utilities that will promote the development of 

renewable energy, protect the economic viability of existing renewable energy facilities, 

diversify the types of fuel used to generate electricity in Florida, lessen Florida's dependence on 

fossil fuels for the production of electricity, minimize the volatility of fuel costs, encourage 

investment in the state, improve environmental conditions, and minimize the costs of power 

supply to electric utilities and their customers. 

(2) Definitions. 

(a) "Florida renewable energy resources," means electrical, mechanical, or thermal energy 

produced from a method that uses one or more of the following fuels or energy sources: 

hydrogen, biomass, solar energy, geothermal 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 energy sources: hydrogen produced from sources other than fossil fuels, 

biomass, solar energy, geothermal energy, wind energy, ocean energy, and hydroelectric power. 

The term includes the alternative energy source, waste heat, from sulfuric acid manufacturing 

operations. 

(c) "Biomass," means a power source that is comprised of, but not limited to, combustible 

residues or gases from forest products manufacturing, waste, or co-products from agricultural 

and orchard crops, waste or co-products from livestock and poultry operations, waste or 
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byproducts from food processing, urban wood waste, municipal solid waste, municipal liquid 


waste treatment operations, and landfill gas. 


Cd) "Class I renewable energy source," means Florida renewable energy resources derived from 


wind or solar energy systems. 


(e) "Class II renewable energy source," means renewable energy derived from Florida renewable 


energy resources other than wind or solar energy systems. 


CO "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 equivalent to one megawatt-hour of electricity generated by a source of 


renewable energy located in Florida. 


(g) "Renewable Portfolio Standard," means the minimum percentage of total annual retail 


electricity sales by an investor-owned electric utility to consumers in Florida that shall be 


supplied by renewable energy produced in Florida. 


(h) "Solar Energy System," means equipment that provides for the collection and use of incident 


solar energy for water heating, space heating or cooling, or other applications that would 


normally require a conventional source of energy such as petroleum products, natural gas, or 


electricity that performs primarily with solar energy. In other systems in which solar energy is 


used in a supplemental way, only those components that collect and transfer solar energy shall be 


included in this definition. 


0) "Solar Photovoltaic System," means a device that converts incident sunlight into electrical 


current. 


(j) "Solar thermal System," means a device that traps heat from incident sunlight in order to heat 
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(k) "Equivalent Solar Thermal Energy," means the conversion of the thermal output, measured in 

2 British Thermal Units, of a solar thermal system to equivalent units of one megawatt-hour of 

3 electricity otherwise consumed from or output to the electric utility grid. 

4 (3) Renewable Portfolio Standard. 

5 (a) Each investor-owned electric utility shall meet or exceed the following renewable portfolio 

6 standards through the production or purchase of renewable energy credits pursuant to Rule 

7 17.410, F.A.C.: 

8 1. by January 1, 2013: 7 percent of the prior year's retail electricity sales; 

9 2. by January 1, 2016: 12 percent of the prior year's retail electricity sales; 

10 3. by January 1, 2019: 18 percent of the prior year's retail electricity sales: and 

11 4. by January 1, 2021: 20 percent of the prior year's retail electricity sales. 

12 (b) At a minimum, 25 percent of the renewable portfolio standards shall be provided from Class I 

13 renewable energy sources; 

14 (c) The Commission, on its own motion, shall initiate a proceeding at least once every three 

15 years to review and, if appropriate, modify the renewable portfolio standards. An investor­

16 owned electric utility or a substantially interested person may petition the Commission, pursuant 

17 to Section 120.54(7), F.S., to request the initiation of a proceeding to modify the renewable 

18 portfolio standards. All modifications of the approved renewable portfolio standards and the 

19 associated implementation plans shall only be on a prospective basis and shall not affect 

20 previously approved contracts and commitments. 

21 (d) In a proceeding to review the renewable portfolio standards, each investor-owned electric 

22 utility shall provide an analysis of the technical and economic potential for Florida renewable 

23 energy resources. 
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(4) Implementation Plans. 

Within 180 days of the effective date of this rule. each investor-owned electric utility shall 

submit an implementation plan for Commission approval for meeting or exceeding the renewable 

portfolio standards required by paragraphs (3)(a) and (3)(b) which shall, at a minimum, contain 

the following: 

Ca) Current and ten-year forecast of installed capacity in kilowatts and energy production in 

kilowatt-hours for each Florida renewable energy resource; 

Cb) Levelized life-cycle cost in cents per kilowatt-hour for each existing, planned, and proposed 

Florida renewable energy resource; 

(c) Current and ten-year forecast of the effects of the utility's compliance and implementation 

plan on the reduction of greenhouse gas emissions in Florida; 

(d) Current and ten-year forecast of the effects of the utility's compliance and implementation 

plan on economic development in Florida; and 

(e) Current and ten-year forecast of the estimated retail rate impact for each class of customers of 

the utility's compliance and implementation plan. 

(5) Compliance. 

(a) Each investor-owned electric utility shall comply with the renewable portfolio standards 

approved by the Commission through the production or purchase of renewable energy credits. 

Each investor-owned electric utility shall make a good faith effort to acquire sufficient renewable 

energy credits to comply with the renewable portfolio standards. 

(b) Except as provided by paragraphs (5)(c) and (5)(d), any investor-owned electric utility which 

fails to meet or exceed its renewable portfolio standards shall be subject to a penalty equal to an 

amount up to 50 basis points of the utility'S approved rate of return on equity assessed by 
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reducing the amount of recoverable costs associated with the production or purchase of 

renewable energy credits pursuant to subsection (7). 

(c) The Commission shall excuse an investor-owned electric utility from compliance with any 

renewable portfolio standards based upon a showing that: 

I. the supply of renewable energy credits is not adequate to satisfy the renewable 

portfolio standard~ or 

2. the cost of securing renewable energy credits is prohibitive such that the total costs of 

compliance with the renewable portfolio standards exceeds the rate caps contained in paragraph 

illhl 

(d) The cost of compliance with the renewable portfolio standards shall be defined as: 

1. the costs associated with the purchase of renewable energy credits, 

2. the costs paid by the utility which are associated with the Renewable Energy Credit 

Market, and 

3. the utility's cost of its self-build Florida renewable energy resource which exceeds the 

cost to the utility of the generation source it would have otherwise built or the energy or capacity, 

or both, it would have purchased from another source. 

(e) The cost of compliance shall be allocated separately for Class I and Class II renewable energy 

sources and shall be subject to the following initial rate caps, which may be adjusted in a future 

proceeding pursuant to paragraph (7)(c). 

I. For Class I renewable energy sources, the total cost of compliance shall be deemed 

prohibitive if such costs exceed 1.50 percent of the investor-owned electric utility's total annual 

revenue from retail sales of electricity. 

2. For Class II renewable energy sources, the total cost of compliance shall be deemed 
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prohibitive if such costs exceed 0.50 percent of the investor-owned electric utility's total annual 

revenue from retail sales of electricity. 

(6) Utility Self-Build Option. 

(a) Each investor-owned electric utility seeking to construct a Florida renewable energy project 

shall select the technology and project most likely to be cost-effective for the general body of 

ratepayers for that renewable energy technology class. 

(b) Within 180 days of the effective date of this rule and biennially thereafter, each investor-

owned electric utility shall issue a request for proposals for Florida renewable energy resources 

and report the results in the investor-owned electric utility's Ten-Year Site Plan, filed pursuant to 

Rule 25-22.071, F .A.C. 

(7) Cost Recovery and Consumer Rate Impact Protection. 

(a) In order to foster the development of Florida renewable energy resources, the Commission 

shall allow full cost recovery through a Renewable Energy Cost Recovery CRECR) clause of all 

reasonable and prudent costs incurred by the investor-owned electric utility for: 

1. the cost of construction, operation, and maintenance of Florida renewable energy 

resources by the utility. Cost includes, but is not limited to, all capital investments including rate 

of return, any applicable taxes and all expenses, including operation and maintenance expenses, 

related to or resulting from the siting, licensing, design, construction, or operation of the Florida 

renewable energy resource. 

2. the purchase of renewable energy credits, including administrative costs of the Florida 

Renewable Energy Credit Market. 

(b) Notwithstanding Rules 25-17.0825(6), 25-17.0832(8), and 25-17.220, F .A.C., the reasonable 

and prudent costs associated with the purchase of capacity and energy from existing and new 
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renewable generating facilities shall be recovered through the RECR clause. 

(c) The Commission shall conduct annual RECR clause proceedings during November of each 

calendar year. Each investor-owned electric utility may seek to recover its costs associated with 

renewable energy credits, the purchase of capacity and energy from Florida renewable energy 

resources, the purchase of as-available energy from Florida renewable energy resources, or the 

construction, operation, and maintenance of Florida renewable energy resources owned by an 

investor-owned electric utility. The costs associated with the incremental cost of compliance as 

listed in paragraph (5)(d) shall appear as a separate line item on customer bills and shall be 

designated the Renewable Energy Charge. The Commission may increase or decrease the 

Renewable Energy Charge, the rate cap or the allocation of the rate cap initially established in 

paragraph (5)(e) pursuant to a proceeding initiated on its own motion or as part of the annual 

RECR clause proceeding. In its review, the Commission shall take into consideration prevailing 

economic conditions and the rate impact to utility customers. Upon repeal of this rule due to 

changes in State or Federal law, the Renewable Energy Charge shall continue at a level 

necessary to fulfill previously approved contracts and commitments. 

(d) Each investor-owned electric utility seeking cost recovery shall file the following at the times 

directed by the Commission: 

1. An annual final true-up filing showing the actual costs, renewable energy credit costs, 

purchased power costs, costs associated with Florida renewable energy resource owned by an 

investor-owned electric utility, and actual revenues from the sale of renewable energy credits for 

the most recent 12-month historical period from January 1 through December 3] that ends prior 

to the annual RECR clause proceedings. As part of this filing, the utility shall include a 

summary comparison of the actual total costs and revenues reported to the estimated total costs 
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and revenues previously reported for the same period covered by the filing in subparagraph 2. 

The filing shall also include the final over- or under-recovery of total renewable energy costs for 

the final true-up period. 

2. An annual estimated/actual true-up filing showing seven months actual and five 

months projected costs, renewable energy credit costs, purchased power costs, costs associated 

with Florida renewable energy resource owned by an investor-owned electric utility, and actual 

revenues from the sale of renewable energy credits collected. Actual costs and revenues should 

begin January 1 immediately following the period described in subparagraph 1. The filing shall 

also include the estimated/actual over- or under-recovery of total renewable energy costs for the 

estimated/actual true-up period. 

3. An annual projection filing showing 12 months projected costs, renewable energy 

credit costs, purchased power costs, costs associated with Florida renewable energy resource 

owned by an investor-owned electric utility, and actual revenues from the sale of renewable 

energy credits for the period beginning January 1 following the annual hearing. 

4. An annual petition setting forth proposed renewable energy cost recovery factors to be 

effective for the 12-month period beginning January 1 foHowing the hearing. Such proposed 

cost recovery factors shall take into account the data filed pursuant to subparagraphs 1 .• 2., and 3. 

(e) Each utility shall establish separate accounts or subaccounts for renewable energy credits, 

purchased power, Florida renewable energy resources owned by an investor-owned electric 

utility for purposes of recording the costs incurred. Each utility shall also establish separate 

subaccounts for any revenues derived from the sale of renewable energy credits. 

(f) A complete list of all account and subaccount numbers used for renewable energy cost 

recovery shall accompany each filing in subparagraph 1. 
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(8) Reporting Requirements. Each investor-owned electric utility shall file with the Commission 

an annual report for the previous calendar year no later than April 1 in conjunction with the filing 

of its Ten-Year Site Plan. Each investor-owned electric utility's report shall include the 

following: 

(a) Current and ten-year forecast of installed capacity in kilowatts and energy production in 

kilowatt-hours for each Florida renewable energy resource; 

(b) Levelized life-cycle cost in cents per kilowatt-hour for each existing, planned, and proposed 

Florida renewable energy resource; 

(c) Current and ten-year forecast of the effects of the utility's compliance and implementation 

plan on the reduction of greenhouse gas emissions in Florida; 

(d) Current and ten-year forecast of the effects of the utility's compliance and implementation 

plan on economic development in Florida; 

(e) Current and ten-year forecast ofthe estimated retail rate impact for each class of customers of 

the utility's compliance and implementation plan; 

(1) the retail sales of the prior year in megawatt-hours; 

(g) the quantity of self-generated renewable energy in megawatt-hours separated by fuel type; 

(h) the quantity of renewable energy purchased in megawatt-hours, separated by type of 


ownership and fuel type; 


0) the quantity and vintage of self-generated renewable energy credits; 


(j) the quantity and vintage of renewable energy credits purchased: 

(k) the fuel type and ownership of the Florida renewable energy resource associated with each 

renewable energy credit; 

(I) a statement as to whether it was, on an actual or projected basis, in compliance with the 
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renewable portfolio standards; and 

(m) the utility's plan for additional generation or procurement to meet the renewable portfolio 


standards for the current calendar year and the following two years. 


Specific Authority 350. 127(2}, 366.05(J), FS. Law Implemented 366.02 (2), 366.04(2}(c}, (5), 366.041, 366.05(J}, 


366.81. 366.82(J).(2), 366.9](2). 366.92, FS. Histont-New XX-XX-09. 
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17.410 Florida Renewable Energy Credit Market. 

(1) The renewable energy credit market shall allow for the transparent certification, buying, 

selling, trading, and retiring of renewable energy credits used to comply with the renewable 

portfolio standards of Rule 25-17.400, F .A.C. All records, including those associated with the 

certification of and the buying, selling, trading, or retiring of renewable energy credits shall be 

available to the Commission for audit purposes. 

(2) Within 30 days of the effective date of this rule, the investor-owned electric utilities shall 

issue a request for proposals for an independent third party administrator to establish and 

administer a Florida Renewable Energy Credit Market. Within 90 days of the effective date of 

this rule, the investor-owned electric utilities shall select and submit for Commission approval a 

Florida Renewable Energy Credit Market administrator. 

(3) Within 180 days of Commission approval of the Florida Renewable Energy Credit Market 

administrator, the investor-owned electric utilities shall file for Commission approval the 

structure, governance, and procedures for administering the renewable energy credit market. 

The filing shall, at a minimum, provide for the following: 

(a) a committee made up of representatives from the investor-owned electric utilities, the 

municipal electric utilities, the rural electric cooperative utilities, and Florida renewable energy 

resource providers, which will act as technical advisors to the administrator in the areas of 

governance, market rules and guidelines. 

(b) the buying, selling, and trading of renewable energy credits which shall be accomplished 

through the use of an electronic platform for the execution of: 

1. hourly and other short-term transactions: and 

2. long-term bilateral contracts. 
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(c) the aggregation of renewable energy credits for customer-owned Florida renewable energy 

resources 2 megawatts or less that have not received incentives from a Commission-approved 

demand-side conservation program pursuant to the Florida Energy and Efficiency Conservation 

Act, Sections 366.80-.85 and 403.519, F.S. 

(d) the certification and verification of renewable energy credits as defined in Rule 25­

17.400(2)(D, F.A.C., including renewable energy credits resulting from Equivalent Solar 


Thermal Energy as defined in Rule 25-17.400(2)(k), F.A.C.: 


(e) an accounting system to verify compliance with the renewable portfolio standard; and 


(D a method to record each transaction, and to indicate whether the renewable energy credit is 


associated with a Class I or Class II renewable energy source as defined in Rule 25-17.400(2)( d) 


and (e), F.A.C. 


(4) The administrative costs associated with the Florida Renewable Energy Credit Market shall 


be collected through fees assessed to a renewable energy credit. Fees shall be fair, equitable, and 


cost-based. 


(5) The following entities are eligible to produce renewable energy credits that may be counted 


toward the renewable portfolio standards: 


(a) Florida renewable energy resources owned by an investor-owned electric utility; 


(b) Florida renewable energy resources owned by a municipal electric utility or a rural electric 


cooperative utility; 


ec) Non-utility Florida renewable energy resources providing as-available energy to a Florida 


electric utility pursuant to a tariff; 


(d) Non-utility Florida renewable energy resources providing net capacity and energy under a 


purchase power agreement with a Florida electric utility; 
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ee) Non-utility Florida renewable energy resources greater than 2 megawatts providing on site 

generation to offset all or a part of the customer's electrical needs; 

(D Non-utility Florida renewable energy resources greater than 2 megawatts providing 

equivalent solar thermal energy to offset all or a part of the customer's electrical needs; and 

(g) Customer-owned Florida renewable energy resources, 2 megawatts or less, that have not 

received incentives from a Commission-approved demand-side conservation program pursuant 

to the Florida Energy and Efficiency Conservation Act, Sections 366.80-.85 and 403.519, F .S. 

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

resource from which it was derived unless specifically sold or transferred. 

(7) A renewable energy credit shall be valid for two years after the date the corresponding 

megawatt-hour or equivalent solar thermal energy is certified. 

(8) A renewable energy credit shall be retired after it is used to comply with the Florida or any 

other state, or regional renewable portfolio standard. 

(9) Renewable energy credits shall not be used for compliance with the Florida renewable 

portfolio standards if the renewable energy credit or its associated energy has already been 

counted toward compliance with any other state or regional renewable portfolio standard. 

(10) Renewable energy credits shall not be used for compliance with the Florida renewable 

portfolio standards if the renewable energy credit results from a Commission-approved demand-

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

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

(11) Dispute Resolution. Parties may seek resolution of disputes arising out of the interpretation 

of this rule pursuant to Rule 25-22.032, F.A.C .. Customer Complaints, or Rule 25-22.036, 

F.A.C., Initiation ofFormal Proceedings. 
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1 Specific Authority 350.127(2), 366.05(1), FS. Law Implemented 366.02(2). 366.04(2)(,0, (5), 366.041, 366.05(1), 

2 366.81. 366.82(JJ,{2), 366.91(2),366.92, FS. History-New XX-XX-09. 
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25-17.420 Municipal Electric Utility and Rural Electric Cooperative Renewable Energy 

Reporting 

Each municipal electric utility and rural electric cooperative utility shall file with the 

Commission an annual report no later than April 1 of each year for the previous calendar year. 

Each utility's report shall include the following: 

(1) a detailed description of the standards adopted to promote, encourage, and expand the use of 

renewable energy resources and energy conservation and efficiency measures' , 

(2) the utility'S plan to meet the standards; 

(3) the retail sales of the prior year in megawatt-hours; 

(4) the quantity of self-generated renewable energy in megawatt-hours separated by fuel type; 

(5) the quantity of renewable energy purchased in megawatt-hours, separated by type of 

ownership and fuel type; 

(6) the quantity and vintage of self-generated renewable energy credits; 

(7) the quantity and vintage of renewable energy credits purchased; and 

(8) the fuel type and ownership of the Florida renewable energy resource associated with each 


renewable energy credit 


Specific Authority 350.127(2), 366.05(1), FS Law Implemented 366.02(2), 366.04(2)(f), (5), 366.041, 366.05(1), 


366.81, 366. 82{l),(2), 366.91(2), 366.92, FS History-New XX-XX-09. 
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C. Other Consideration - Clean Energy Portfolio Standard 

The draft RPS rule recognizes the provision of Section 366.92, F.S., that only Florida 
renewable energy resources are eligible for compliance with the RPS. During its deliberations at 
the January 9, 2009 Special Agenda Conference, the FPSC discussed whether the Legislature 
may wish to consider expanding the existing statute to include other clean resources, such as 
nuclear and energy efficiency improvements. Renewable resources combined with other clean 
resources would create a clean energy portfolio standard. A clean energy portfolio would 
provide for a more comprehensive assessment of the most cost-effective means of meeting the 
standard. Given the aggressive standards approved, expansion of eligible resources would place 
downward pressure on the cost to comply and increase the likelihood of achieving compliance 
with the standard. 

As discussed by the FPSC, a clean energy portfolio standard would include: (l) energy 
from new nuclear facilities and uprates approved by the FPSC since 2006, (2) energy savings 
from efficiency improvements to existing utility generation, (3) savings associated with customer 
energy efficiency programs, in addition to (4) Florida renewable energy resources as defined in 
the current statute. 

In its comments following the August 20,2008 RPS workshop, Florida Power and Light 
Company (FPL) proposed broadening the RPS to include nuclear power and other clean 
resources. Nuclear power fits broadly into the category of "clean" energy sources due to its 
negligible greenhouse gas production at the point of generation. The FPL proposal suggested 
only the inclusion of new nuclear power, with a service date for a build or uprate of 2006 and 
after. Because existing nuclear power supplied over 13 percent of Florida's power in 2007, the 
inclusion of existing resources would do little to encourage development of new clean resources. 
Therefore, a clean energy portfolio standard would include new nuclear additions approved after 
2006 to ensure other resources, including renewables, are needed to meet the standard. 

An advantage of nuclear power is that it has a very high capacity factor, running most 
hours of the day, year-round. As a result, a kilowatt of nuclear capacity might produce as much 
as four times or more energy as an equivalent amount of solar or wind capacity, while meeting 
peak demand and serving reliability. Thus, nuclear would have much more impact on replacing 
traditional fossil fuel generation and producing clean energy than most renewable energy sources 
currently defined in statute. 

Another possible inclusion in a clean energy portfolio standard is energy savings from 
efficiency improvements at existing electric generating facilities. Utilities may modify or 
replace equipment at existing facilities that would result in a reduction of fossil fuel usage. The 
equivalent energy savings of the fossil fuel not used for electric generation could be included in a 
clean energy portfolio. 

Finally, FEECA requires the FPSC to establish energy efficiency goals and approve 
utility programs offered to customers. These programs may result in the installation of more 
efficient materials or equipment, including attic insulation or high-efficiency heat pumps. The 
energy savings from improvements in the efficiency of electricity usage is measured and could 
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be included in a clean energy portfolio. FEECA requires utility energy efficiency programs to be 
cost-effective, thus the inclusion of savings from customer energy efficiency programs would put 
downward pressure on the cost to comply with the standard. 

If the Legislature deems it appropriate to expand eligible resources to include the 
additional clean energy options, minor changes to the draft rule would be needed. 
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Appendix A. FPSC Staff Recommendation - December 31, 2008 


State of Florida 
,"uhltt~~rfrir~ QlnmmizzUnt 

CAPITAL CIRCLE OFFICE CENTER. 2540 SHUMARD OAK BOULEVARD 

TALLAHASSEE, FLORIDA 32399-0850 


-rYl-~-rYl-()-Il-Jl-~-J)-lJ-rYl-

DATE: December 31, 2008 

TO: Office of Commission Clerk (Cole) 

FROM: Office of the General Counsel (Miller, Cibula) 
Office of Strategic Analysis and Governmental 
Crawford, Futrell, Harlow, Rudd, Trapp) 

Affairs (Ballinger, Chase, 

RE: Docket No. 080503-EI - Establishment of rule on renewable portfolio standard. 

AGENDA: 1/09109 - Special Agenda Interested Persons May Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Argenziano 

CRITICAL DATES: Draft rule due to the Legislature by February 1,2009 

SPECIAL INSTRUCTIONS: None 

FILE NAME AND LOCATION: S:\PSC\SGA\WP\080503.RCM.DOC 

Case Background 

During the 2008 Regular Session, the Florida Legislature amended Section 366.92, 
Florida Statutes (F.S.), in House Bill 7135, Chapter 2008-227, Laws of Florida, to require the 
Florida Public Service Commission (Commission) in consultation with the Department of 
Environmental Protection (DEP) and the Florida Energy and Climate Commission to adopt rules 
to establish a renewable portfolio standard (RPS). The RPS rules are to require each investor­
owned electric utility (IOU) to supply a percentage of retail electricity sales from renewable 
energy resources located in Florida. The Commission is required to submit a draft rule to the 
Legislature for ratification by February 1,2009. 
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Over the past four years, the Commission has actively engaged in efforts to further 
encourage the development of renewable energy. This includes: (1) the implementation of 
legislative policy on renewable energy contracts; (2) efforts to gather information on an RPS 
through public workshops; and (3) the implementation of the provisions of Section 366.92, F .S. 
Since July 2008, the Commission has embarked on an accelerated RPS draft rule development 
process with the participation of numerous stakeholders and interested persons. In this 
recommendation, staff presents two separate draft RPS strategies, with various policy options, in 
response to the Commission's direction. 

Recent Legislation to Promote Renewable Energy 

The 200S Legislature established Section 366.91, F.S., (see Attachment F) requiring the 
IOUs and two large municipal utilities to provide by January 1, 2006, a continuous offer to 
purchase power from renewables with a minimum term of ten years. To facilitate 
implementation of the legislation, staff held a workshop in which the 10Us agreed to revise 
existing standard offer contracts to comply with the requirements of the new legislation. On 
December 27, 2005, the Commission approved the revised tariffs, and also ordered that an 
additional workshop be held to determine whether rulemaking or other proceedings to implement 
the provisions of Section 366.91, F.S., should be pursued. Following the March 6, 2006 
workshop, the Commission initiated a rulemaking proceeding. The Commission adopted, in 
December 2006, Rules 2S-17.200-.31O, Florida Administrative Code (F .A.C.), which set forth 
the requirements for 10Us with regard to contracts for the purchase of renewable energy from 
non-utility renewable generators. These rules require: (1) contracts for the purchase of 
renewable capacity and energy must be continuously offered; (2) a separate standardized contract 
for each avoidable generating technology type in a utility's Ten-Year Site Plan; (3) renewable 
generators have the option to select a contract term from ten years up to the life of the avoided 
unit; (4) renewable generators may select a pricing option in which a portion of the energy 
payment is fixed; and (S) renewable generators or the IOU may reopen the contract if significant 
new environmental regulations are enacted, such as carbon legislation. 

In 2006, the Legislature enacted an omnibus energy bill (SB 888). Section 366.92, F.S. 
(see Attachment F), expressed the Legislature's intent to further promote the development of 
renewable energy, protect the economic viability of Florida's existing renewable energy 
facilities, diversify the types of fuel used to generate electricity, lessen Florida's dependence on 
natural gas and fuel oil, minimize the volatility of fuel costs, encourage investment in the state, 
improve environmental conditions, and minimize the costs of electricity for customers. The 
legislation also gave the Commission authority to adopt appropriate goals for increasing the use 
of existing, expanded and new Florida renewable energy resources. 

In response, the Commission began a broad initiative to further explore the opportunities 
for development of renewable energy in Florida. In January 2007, the Commission held a 
workshop to explore how to further encourage the development of renewable energy. At that 
workshop, parties discussed renewable resources available in Florida, and mechanisms to help 
develop these resources. At the January 2007 workshop, the parties discussed how an RPS can 
be used to further encourage renewable energy development. Additional mechanisms discussed 
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included net metering and expedited interconnection of customer-owned renewable generation. 
These discussions ultimately led to a rulemaking proceeding in which the Commission adopted 
amendments to Rule 25-6.065, F.A.C. This rule requires the IOUs to expedite the 
interconnection of customer-owned renewable generation, and allows customers the additional 
benefit of carrying forward excess generation month-to-month through net metering. 

In July 2007, the Commission held a workshop to gather information on the design of an 
RPS for Florida. Over 30 speakers participated from the renewable industry, electric utilities and 
state and federal governmental entities. Based on the discussions from the July workshop, 
Commission staff conducted follow-up technical workshops in August, September and 
December 2007, to explore a number of specific elements of an RPS in more depth, including the 
establishment of goals, applicability, eligible resources, compliance, verification and tracking 
mechanisms, mechanisms to encourage specific resources, and RPS activities in other states. At 
these workshops, comments were received from a wide range of stakeholders.2 

House Bill 7J35 - Amendments to Section 366. 92, F.S. 

House Bill 7135 (HB 7135), Chapter 2008-227, Laws of Florida, enacted by the 2008 
Florida Legislature, is a comprehensive state energy bill. Amendments to Section 366.92, F.S., 
(see Attachment F) authorize the Commission to establish RPS requirements for the IOUs, and 
require the Commission to submit a draft RPS rule to the Legislature by February 1, 2009 for 
ratification. As part of the rule development process, the Commission is to evaluate the current 
and forecasted installed capacity in kilowatts through 2020, and current and forecasted levelized 
cost in cents per kilowatt-hour (kWh) through 2020, for each renewable energy resource. 

In addition to establishing the RPS percentages and timing, Section 366.92, F.S., requires 
that the Commission's RPS rule include the following: 

• 	 Methods of managing the cost of compliance with the RPS, whether through direct 
supply or procurement of renewable power or through the purchase of renewable 
energy credits (RECs); 

• 	 Appropriate compliance measures and conditions under which non-compliance can be 
excused when the supply of renewable energy is not adequate or the cost of securing 
renewable energy is cost prohibitive; 

• 	 Appropriate period of time for which RECs may be used for purposes of compliance 
with the RPS; 

• 	Monitoring procedures for compliance with and enforcement of the RPS; 

2 Attendees included representatives of: (1) the Governor's office; (2) federal, state, and county government 
agencies; (3) the solar, biomass, waste-to-energy, waste heat, ocean energy, landfill gas, and cogeneration industries; 
(4) energy efficiency measure providers; (5) investor-owned, municipal, and cooperative electric utilities; (6) 
customers, including large industrial customers; and (7) Florida-specific and national environmental organizations. 
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• 	 A means of ensuring that energy credited toward compliance with the RPS may not be 
used for any other purpose; 

• 	 Procedures to track and account for RECs, including ownership derived from 
customer-owned renewable energy facilities as a result of an action by a customer of 
an electric power supplier independent of a program sponsored by the supplier; and 

• 	 Provisions for the repeal or amendment of the rule in the event new federal law 
supplants or conflicts with the rule. 

The Commission is authorized to provide for annual cost recovery of compliance with the 
RPS and adjustments to an IOU return on equity (ROE) to incentivize renewable energy. The 
Commission also may give added weight to energy provided by wind and solar photovoltaic 
(PV) over other forms of renewable energy in developing its RPS rule. 

The statute also requires annual reporting to the Commission by each IOU of its 
compliance with the RPS in the previous year and how it plans to comply in the upcoming year. 
The municipal electric utilities and rural electric cooperatives are also required to develop, on 
their own, standards for the promotion, encouragement, and expansion of the use of renewable 
energy resources and energy conservation and efficiency measures and to file an annual report 
with the Commission. 

Florida Renewable Energy Potential Assessment 

In August 2008, the Commission, in cooperation with the Governor's Energy Office and 
the Lawrence Berkeley National Laboratory, engaged Navigant Consulting, Inc. (Navigant 
Consulting) to perform an assessment of renewable energy resources in Florida. Funding for this 
study is provided through a grant from the U.S. Department of Energy. The results of the 
assessment will meet the statutory requirement that the Commission evaluate the projected 
availability and cost of renewable resources through 2020. At the Commission's December 3, 
2008 rule development workshop, Navigant Consulting presented the methodology and 
preliminary results of its Florida Renewable Energy Potential Assessment. The final report was 
submitted to the Commission on December 30, 2008, and provides a source of information and 
data to validate the final percentages and timing of the RPS. 

Commission RPS Rulemaking Process 

Subsequent to the 2008 legislative session, the Commission held a workshop on July 11, 
2008, to provide a forum to discuss issues relevant to the development and implementation of an 
RPS for Florida that is consistent with the provisions of Section 366.92, F .S. At that workshop, 
the Commission heard from 16 speakers from renewable energy providers, the electric utilities, 
and other interested parties. Post-workshop comments were filed by 14 stakeholders. On 
August 20 and 26, 2008, Commission staff held workshops to discuss strawman draft RPS rules. 
The topics in the strawman draft included: Rule 25-17.400 - Renewable Portfolio Standard 
deSign; Rule 25-17.410 - Renewable Energy Credit Market; and Rule 25-17.420 - Reporting 
requirements for municipal electric and rural electric cooperatives. 
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On October 2, 2008, the staff filed a recommendation with a draft RPS rule which 
addressed the parameters established by the Legislature in Section 366.92, F.S. and was based 
on the information and comments developed in the workshops. At the October 14,2008 Agenda 
Conference, the Commission directed staff to provide additional information on portions of the 
draft RPS rule. A Commission workshop was held on December 3, 2008 during which 
Navigant Consulting presented the results of its draft final report of the Florida Renewable 
Energy Potential Assessment. Staff also presented the information requested by the 
Commission on the following topics: (1) alternative RPS requirements, timing and costs; (2) 
oversight of RPS compliance and expenditures; (3) recovery of utility investments in 
renewables; (4) alternative compliance payments; and (5) feed-in tariffs. During the workshop, 
the Commission directed staff to develop alternative RPS rule language that would establish 
pricing for renewable energy contracts as a means of incentivizing the development of 
renewable energy in Florida. Parties submitted post-workshop comments which have been 
summarized in Attachment E. 

The Commission has jurisdiction pursuant to Sections 350.127(2), 366.02(2), 
366.04(2)(f) and (5),366.041,366.05(1),366.81,366.82(1) and (2),366.91, and 366.92, F.S. 
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Table of Contents 

Issue I (Pages 45 - 67) 

Issue 1 addresses the draft rules discussed at the October 14, 2008 Agenda Conference 
and includes minor changes. Compliance under this strategy is based on the production, buying, 
and selling of RECs through negotiated contracts or spot market transactions. Corresponding 
draft rule language, including the minor changes, is contained in Attachment A. 

Issue 1 also includes a discussion of policy alternatives to certain segments of the 
October 14, 2008 draft rules. These policy alternatives may also apply to comparable segments 
of the December 3, 2008 draft rules discussed in Issue 2. The policy alternatives are listed as 
follows: 

A. Magnitude and timing of the RPS 
B. Rate cap 
C. Mandatory standards or aspirational goals 
D. Frequency of review 
E. Solar and wind carve-out 
F. Renewable energy request for proposals (RFP) 
G. Cost recovery 
H. Rewards and penalties 

Issue 2 (Pages 68 - 72) 

Issue 2 addresses a separate RPS strategy based on the use of standard offer contracts for 
the purchase of renewable energy and renewable energy attributes from non-utility renewable 
energy resources. Compliance under this strategy is based on the production, buying, and selling 
of actual renewable energy (Le., kWhs) and renewable energy attributes. RECs are unbundled 
and may be sold separately by the IOU as a source of revenue to offset RPS compliance costs. 
Corresponding draft rule language for this strategy is contained in Attachment B. 

Issue 3 (Pages 73 - 77) 

Issue 3 addresses a recommendation for legislative action to include clean energy 
resources such as: (1) supply-side and demand-side efficiency improvements, (2) nuclear 
additions and uprates approved by the Commission after 2006, and (3) clean coal generation as a 
means to comply with the RPS. Corresponding statutory language for this policy option is 
included as part of the analysis in Issue 3. 

Issue 4 (Pages 78 - 79) 

Issue 4 addresses reporting requirements for the renewable energy standards adopted and 
implemented by municipal electric utilities and rural electric cooperatives. Corresponding draft 
rule language for this topic is contained in Attachment C. 
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Issue 5 (Page 80) 

Issue 5 addresses whether the docket should be closed. 

Attachment A (Pages 82 - 95) 

Attachment A contains the draft rules discussed at the October 14, 2008 Agenda 
Conference with the modifications discussed Issue 1. 

Attachment B (Pages 96 - 112) 

Attachment B contains draft rule language to codify the RPS strategy discussed at the 
December 3, 2008 Commission rule development workshop. 

Attachment C (Page 113) 

Attachment C is the draft rule on reporting requirements for the municipal and 
cooperative electric utilities. 

Attachment D (Pages 114 - 121) 

Attachment D is a summary and analysis of Navigant Consulting's Florida Renewable 
Energy Potential Assessment. 

Attachment E (Pages 122 - 137) 

Attachment E is a summary of the post-workshop comments filed by the interested 
parties to the December 3, 2008 Commission rule development workshop. 

Attachment F (Pages 138 - 148) 

Attachment F contains copies of the relevant Florida Statutes including: 

(l) Section 366.051, F .S., Cogeneration; Small Power Production; Commission 

Jurisdiction 


(2) Section 366.80-.82, F .S., Florida Energy Efficiency and Conservation Act (FEECA) 
(3) Section 366.91, F.S., Renewable Energy 
(4) Section 366.92, F.S., Florida Renewable Energy Policy (per SB 888 - 2006) 
(5) Section 366.92, F.S., Florida Renewable Energy Policy (per HB 7135 - 2008) 
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Executive Summary 

In response to the Commission's direction at the October 14, 2008 Agenda Conference 
and the December 3, 2008 Commission workshop, staffs recommendation addresses two 
separate draft RPS strategies, within which are a number of interrelated policy issues. Figure 1 
below illustrates the two RPS strategies and interrelated policy issues addressed by this 
recommendation. 

Figure 1: Renewable Portfolio Standards - Strategies and Policy Issues 
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I. RPS Strategies 

A. October J 4, 2008 Draft Rules 

In the draft rule strategy discussed at the October 14, 2008 Agenda Conference, 
compliance with the RPS is based on the production of, and the buying and selling of RECs. 
Defined in Section 366.92, F.S., a REC is a financial instrument that represents the unbundled, 
separable, renewable attribute of renewable energy or equivalent solar thermal energy produced 
in Florida and is equivalent to one megawatt-hour (MWh) or 1,000 kWhs of electricity generated 
by a source of renewable energy located in Florida. IOUs would be required to generate through 
self-build renewables, or purchase sufficient RECs from other utilities and non-utility renewable 
energy resources to meet the RPS standards. The use of RECs as the sole means of compliance 
with the RPS would facilitate the tracking and accounting of both kWh energy production by 
renewable energy resources and the additional costs of compliance with the RPS. Use of RECs 
would also allow for the inclusion of a wider range of renewable energy resources, including 
self-service generation used to offset customer load. 

The price paid for purchased RECs would be established through negotiated contracts 
and spot market transactions, and would represent payment for the renewable attributes 
associated with each renewable energy resource. In order to minimize costs to ratepayers, the 
total costs paid for renewable attributes for both utility self-build renewables and non-utility 
renewable energy resources would be limited by an overall rate cap. The cost and payment for 
capacity and energy from a renewable energy resource would continue to be based on existing 
least-cost planning policies for utility self-build renewables and existing avoided cost pricing 
policies for purchases from non-utility renewable energy resources. (see Section 366.051, F.S., 
Attachment F) 

The purchase of RECs from other utilities in Florida or from non-utility renewable 
energy resources would be facilitated through the development of a REC market. Both short­
term spot market purchases and sales and long-term negotiated bilateral contracts would be 
supported. An independent third-party administrator would be selected, subject to Commission 
approval, to administer the Florida REC market. The structure, governance, and procedures for 
administering the REC market would also be subject to Commission approval. 

Modifications to the October 14, 2008 Draft Rules 

Based on comments and discussion subsequent to the filing of the October 14,2008 draft 
RPS rule and the results ofNavigant Consulting's study, the following modifications to the draft 
rule have been made. In draft Rule 25-17.400(3)(a), F.A.C., the initial RPS requirement for 2017 
has changed from 5 percent to 6 percent. This reflects an increase in existing renewable 
generation as determined by Navigant Consulting. In draft Rule 25-17.400(4), F.A.C., staffhas 
clarified that initial utility RPS implementation plans are subject to Commission approval, and 
that implementation plans must be submitted for approval following future Commission review 
proceedings of the RPS. In draft Rule 25-l7.400(5)(d), F.A.C., staff has clarified the RPS 
compliance costs eligible to be counted against the rate cap. These costs are: (1) the cost of 
RECs purchased from non-utility renewable resources in Florida; (2) the administrative cost of 
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RECs from IOU self-build renewable projects; and (3) the incremental cost of an IOU self-build 
renewable project above the IOU's avoided cost of generating electricity. In draft Rule 25­
17.400(7)(a), F.A.C., staff has deleted "including a separately determined ROE on total capital 
costs." This change clarifies that the Commission would not set a separate ROE for IOU self­
build projects, but would utilize the IOU's last established ROE in a base rate proceeding. 
Finally, staff has included the Renewable Energy Charge representing the incremental costs of 
IOU self-build renewables and purchases of RECs from non-utility renewables as a separate line­
item on customer bills. 

With these modifications, the staff recommends submitting the October 14, 2008 draft 
rule to the Legislature as an RPS option. (see Attachment A) 

Pros and Cons ofa REC Market with Negotiated Contracts 

One advantage of using RECs for compliance with the RPS is the flexibility it provides 
for the marketing of renewable energy in Florida. RECs can be sold either together with their 
associated energy in a package or sold separately depending on what is most economic for both 
the buying utility and the selling renewable energy resource. This expands the range of 
opportunities for financing renewable energy projects. The use of RECs as the sole compliance 
mechanism would also facilitate the tracking and accounting for both kWh energy production by 
renewable energy resources and the additional costs of compliance with the RPS. 

Another advantage is that the use of RECs as the sole means of compliance with the RPS 
would allow inclusion of a wider range of renewable energy resources, including self-service 
generation used to offset customer load. The October 14,2008 draft rules include the following 
demand-side renewable energy resources: 

• 	 greater than 2 megawatts (MW) providing on-site generation to offset all or a part of the 
customer's electrical needs; 

• 	 greater than 2 MW providing equivalent solar thermal energy to offset all or a part of the 
customer's electrical needs; and 

• 	 2 MW or less, that have not received incentives from a Commission-approved demand­
side conservation program pursuant to Sections 366.80-.82, F .S., FEECA (see 
Attachment F). 

Establishing an independent REC market, administered by a third-party administrator, 
would add to this flexibility by providing a central marketplace to facilitate the short-term sales 
of RECs through electronically posted buy-sell quotes and the long-term sale of RECs through 
negotiated contracts. Staff envisions that the REC market would not limit itself to only the sale 
of RECs, but would also provide coordinated opportunities to bundle energy and the associated 
RECs. 

Staff also believes that negotiated contracts for the purchase and sale of long-term 
capacity, energy, and renewable attributes represent a more efficient, cost-effective, and fair 
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means of marketing renewable energy in Florida. Negotiated contracts provide for the one-on­
one interaction between the buying utility and selling renewable energy resource that is needed 
to structure an agreement that best meets the needs of both parties. To the extent that parties 
cannot agree and Commission involvement is required, a review of a specific renewable energy 
contract provides a more focused set of facts to be adjudicated. 

One disadvantage of a REC-only approach is that it will take time to establish a 
comprehensive REC market in Florida. Under the October 14,2008 draft rules, an independent 
third-party administrator would have to be selected and approved by the Commission. The 
structure, governance, and procedures for administering the REC market would also have to be 
established. The draft rules require the IOUs to solicit, select, and submit for Commission 
approval an independent REC market administrator within 90 days of the effective date of the 
rule. Within 180 days of Commission approval of the administrator, the proposed structure, 
governance, and procedures for administering the REC market are to be filed for Commission 
approval. Therefore, even with expedited review and approval by the Commission, the initial 
establishment of a REC market is likely to take one year or more. 

B. December 3. 2008 Draft Rules 

In the draft rule strategy discussed at the December 3, 2008 Commission workshop, 
compliance with the RPS is based primarily on renewable energy produced by investor-owned 
self-build renewables and purchases from non-utility renewable energy resources through 
standard offer contracts. Standard offer contract purchases would be priced at the IOUs' avoided 
cost plus a "cost added" for renewable attributes. A separate standard offer contract would be 
established for each of the following classes of renewables: (1) solar PV; (2) solar thermal; (3) 
wind; (4) biomass, including municipal solid waste; and (5) industrial waste heat, including 
waste heat from sulfuric acid manufacturing operations. The "cost added" for renewable 
attributes for each class of renewables would be determined separately in evidentiary hearings 
based on the level of support required to make each technology financially feasible. 

In addition to renewable energy generated or purchased by an IOU, the renewable 
attributes associated with certain demand-side renewable generation would also count toward 
compliance with the RPS. First, the renewable attributes associated with self-service renewable 
generation produced by large commercial and industrial customers, greater than 2 MW, would 
qualifY to be sold pursuant to a standard offer contract with payment for renewable energy 
attributes only. Second, the renewable attributes associated with renewable energy produced by 
smaller customers, less than 2 MW, receiving the benefits of net-metering would also count 
toward compliance with the RPS. Because of the benefits already received from net-metering, 
these customers would not receive any additional payment for their renewable attributes. 
However, to further promote the development of solar renewables, an IOU rebate program for 
demand-side solar PV and solar thermal installations less than 2 MW in size would be 
established. The renewable attributes from customers receiving a solar rebate from an IOU 
would count toward compliance with the utility's RPS. 

While compliance with the RPS under this strategy would be met by the production or 
purchase of renewable energy or attributes, RECs would also be assigned for each MWh of 
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renewable energy produced. The RECs would become the property of the utility and would be 
available for resale in voluntary out-of-state REC markets. The revenues from the sale of RECs 
would be shared between IOU ratepayers and stockholders in an 80/20 split. 

Pros and Cons ofStandard Offer Contract Approach 

The advantage of establishing a renewable energy market using standard offer contracts 
to comply with the RPS is that it may lead to a more rapid implementation and deployment of the 
RPS. This will rely on an expedited hearing process where the Commission establishes separate 
standard offer contracts to be offered by each IOU for each designated class of renewable energy 
resources. Each standard offer for purchases from non-utility renewable energy resources and 
renewable attributes would be based on "avoided cost plus" pricing. The pricing for capacity 
and energy provided would by based on the Commission's existing avoided cost pricing policies. 
The pricing of the renewable attributes provided would be separately determined for each 
renewable class based on the level of financial support required to make the technology 
financially feasible, subject to an overall rate cap. 

One disadvantage of the December 3, 2008 RPS strategy is that it is heavily weighted 
toward a command-and-control type paradigm where the Commission must approve through 
hearings, aspects of each standard offer contract's pricing, terms, and conditions. A further 
disadvantage is the difficulty of including all existing renewable resources in the state. For 
example, renewable resources for which the energy is currently under contract to a municipal or 
rural electric cooperative utility would be ineligible to participate until such a contract expires. 
Section 366.92, F.S., expresses the intent to protect existing renewable resources. Finally, Rule 
25-6.065, F .A.c., interconnection and Net Metering ofCustomer-Owned Renewable Generation, 
and Rule 25-17.280, F.A.c., Tradable Renewable Energy Credits (TRECs) would require 
amendments to assign RECs from the customer to the host utility. 

Conclusion 

Staff recommends that both the October 14, 2008 and the December 3, 2008 draft rule 
strategies be submitted to the Florida Legislature for consideration. However, staff recommends 
an RPS of 20 percent by 2041 and a 2 percent rate cap in both options. Both approaches appear 
to reasonably meet the Legislature's intent. This complete recommendation should be sent as a 
package to the Legislature. 

The Commission may want to consider further revisions to the draft rules which are 
presented as policy options below and in Section IV of Issue 1, and are based on the 
Commission's direction at the October 14,2008 Agenda Conference. 

II. Alternative RPS Policy Issues 

As shown in Figure 1, regardless of the overall RPS strategy adopted, there are a number 
of interrelated policy issues that must be decided. In the discussion that follows, staff has 
addressed a range of alternatives for consideration by the Commission for each major policy 
issue. 
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A. Magnitude and Timing ofthe RPS 

A pivotal issue in the design of an RPS is the magnitude and timing of the standards to be 
met. Section 366.92, F.S., defines "Renewable Portfolio Standard" as the minimum percentage 
of total annual retail electricity sales by an IOU to consumers in Florida that shall be supplied by 
renewable energy produced in Florida. Over the course of the workshops held by the 
Commission, numerous RPS percentages and timings were discussed. 

At the August 20, 2008 workshop, for discussion purposes, staff presented a draft 
strawman rule which proposed an overall RPS of 20 percent by 2050, with interim standards by 
2017 and 2025, based on target dates for greenhouse gas emission reductions contained in the 
Governor's Executive Order 07-127. In response, environmental advocates and renewable 
energy producers proposed an overall RPS of 20 percent by 2020. Florida Power & Light 
Company (FPL) contended that, with the inclusion of clean energy as part of the RPS, it could 
meet an RPS standard of 20 percent by 2030. Subsequently, at the October 14, 2008 Agenda 
Conference, staff proposed an RPS standard of 20 percent by 2041. 

In August 2008, the Commission, in cooperation with the Governor's Energy Office and 
the Lawrence Berkeley National Laboratory, engaged Navigant Consulting to perform an 
assessment of the technical and economic potential for renewable energy resources in Florida. 
The assessment provides estimates of the renewable energy resources that are currently operating 
in Florida and that could potentially be developed in Florida through the year 2020. The 
assessment also provides an estimate of the levelized life-cycle costs of existing and developing 
renewable technologies as well as estimates of the off-the-shelf costs of conventional utility 
central station generating plants. Finally, Navigant Consulting performed an economic screening 
analysis to model a range of estimates of the achievable potential of renewable energy that could 
be developed in Florida. Navigant Consulting presented the results of their draft final report at 
the December 3, 2008 Commission workshop and the final report was filed with the Commission 
on December 30, 2008. 

In order to estimate the achievable potential for renewables in Florida, Navigant 
Consulting modeled three scenarios under different economic and policy conditions. The key 
assumptions driving the economic modeling were: (1) fossil fuel costs, (2) greenhouse gas 
policy, (3) financial incentives for renewables, (4) availability of and cost of debt and equity, and 
(5) renewable energy regulatory frameworks. The results of Navigant Consulting's achievable 
potential analysis are shown in Figure 2.3 

3 Navigant Consulting's estimates of achievable renewables start with a base of4.4 percent of existing renewables, 
which includes an estimate of additional self-service energy produced by the pulp and paper industry not previously 
reported to the staff. 
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Figure 2 
Renewable Energy as a Percentage ofIOU Retail Sales 
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Navigant Consulting's results conclude that the potential development of renewable energy is 
higher under each economic scenario if renewable energy resource providers receive a payment 
for their RECs. Navigant Consulting's results are summarized below: 

• 	 Under the most favorable scenario for renewable development, which includes a 5 
percent rate cap, renewable energy in Florida could be 24 percent ofIOU retail sales by 
2020; 

• 	 Under the mid-favorable scenario for renewable development, which includes a 2 percent 
rate cap, renewable energy in Florida could be 11 percent of IOU retail sales by 2020; 

• 	 Under the unfavorable scenario for renewable development, which includes a 1 percent 
rate cap, renewable energy in Florida could be 5 percent of IOU retail sales by 2020. 

Navigant Consulting found that only under the most favorable circumstances for renewables 
would a 20 percent by 2020 RPS be achievable. The favorable scenario for renewables assumes: 
(1) high fossil fuel prices, (2) greenhouse gas emissions priced at $50/ton by 2020, (3) state and 
federal renewable energy incentive programs would not expire until 2020, (4) favorable access 
and cost for debt and equity, and (5) a 5 percent rate cap for RPS compliance costs. Navigant 
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Consulting indicates that only one driver, the price of coal, is currently in the mid-favorable 
scenario. All other drivers for renewable development are currently represented in the 
unfavorable scenario. This indicates that an RPS of between 5 and 11 percent by 2020 is more 
reasonably achievable. Staffs recommendation in Issue I is consistent with these findings. 

The technical, economic, and achievable potential analyses performed by Navigant 
Consulting represents an initial screening of renewables compared to utility resources with 
similar operating characteristics. In other words, the analysis is a starting point only. The 
timeframe and budget for the study did not allow for a comprehensive integrated resource 
planning (IRP) exercise which would take into consideration all options for meeting future 
customer reliability and economic needs, including: (1) conservation; (2) demand-side 
efficiencies; (2) supply-side efficiencies; (3) existing generation resources; and (4) purchased 
power and alternative generating resources. The timing of the need for capacity was also not 
examined in the Navigant Consulting study. Much of the additional generating capacity needed 
to maintain reliability in the state for the next ten years has already been accounted for in utility 
Ten-Year Site Plans. Because Navigant Consulting's study includes the capacity benefit from 
renewables that Florida's ratepayers may not need, the estimates of the economic potential for 
renewables in Florida may be overstated. 

Based on the above and as discussed in the analysis of Issue 1, staff recommends that the 
RPS standards for Florida be set at 20 percent of retail sales by 2041. This level represents a 
reasonable approach given the current limited capacity benefits that could be provided by 
additional renewables and the uncertainties associated with Navigant Consulting's most 
favorable economic scenario. A 20 percent RPS by 2041 appears to be consistent with Navigant 
Consulting's mid-favorable scenario which includes a 2 percent cap on RPS compliance costs. 
Given the numerous uncertainties associated with developing Florida's market for renewable 
energy resources, staff believes that a long-term horizon for the RPS standards is warranted. 

B. Rate Cap 

Another pivotal issue in the design of an RPS is how much should rates to consumers be 
allowed to increase in order to promote the development of renewable energy resources in 
Florida. Section 366.92, F .S., expresses the intent to minimize the cost to consumers associated 
with the RPS. 

During the Commission workshops, the Office of Public Counsel (OPC) and AARP took 
the position that additional costs associated with the RPS should be capped at 1 percent of IOU 
annual revenue requirements. Environmental advocates and renewable energy producers 
generally advocated a rate cap between 3 to 5 percent. Information provided by staff at the 
December 3, 2008 Commission workshop indicates that a rate cap of as much as 5 to 10 percent 
may be required to support aggressive RPS standards and meet the financial requirements of 
emerging renewable energy industries, such as solar. Increasing the rate cap may improve 
opportunities to more rapidly develop additional renewable resources in the state. This, however, 
must be balanced with the need to minimize ratepayer costs, given other cost pressures facing 
ratepayers in the form of volatile fuel costs and the escalating materials and labor costs 
associated with construction of generating facilities. 
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Staff recommends a 2 percent annual rate cap on RPS compliance costs coupled with an 
RPS of 20 percent by 2041. If, however, the Commission decides at this time to adopt a more 
aggressive RPS percentage and timing, according to the Navigant Consulting study, a 2 percent 
rate cap may not be sufficient to meet the RPS. 

C. Mandatory Standards or Aspirationai Goals 

Staff interprets Section 366.92, F.S., as requiring mandatory RPS standards. The statute 
mandates that the Commission's draft rule must require each IOU to supply a minimum level of 
renewable energy to its customers. Also, the statute requires the draft rule to include appropriate 
compliance measures and excusal provisions for non-attainment of the RPS requirements. Based 
on discussions at the rule development workshops, provisions were included in the October 14, 
2008 draft rule allowing the Commission to assess penalties to an IOU that does not meet the 
RPS requirements. The Commission may assess a penalty of up to 50 basis points which will be 
paid from stockholder funds. However, as mandated by the statute, the draft rule provides that 
the Commission may excuse the IOU from compliance if sufficient RECs are not available, or if 
compliance is cost-prohibitive. These draft rule provisions would ensure that the RPS 
requirements of 20 percent by 2041 are mandatory. As such, the October 14, 2008 draft rule 
reflects an RPS strategy that is both realistic in its expected outcomes as it is demanding on the 
expected performance of the IOUs. 

If, however, the Commission decides to establish a more aggressive RPS, such as 20 
percent by 2020, the potential cost and difficulty of achieving such goals are significantly 
heightened. The Navigant Consulting study results show that an aggressive RPS is feasible only 
under the most favorable economic scenario for renewable energy which includes a 5 percent 
rate cap. As such, the penalty provisions of the draft rule may need to be relaxed, thus making 
the RPS requirements more aspirational in nature. The December 3, 2008 draft rule, which 
includes an RPS of 20 percent by 2020, does not include penalties due to the aggressive nature of 
these requirements. 

D. Frequency ofReview 

The October 14, 2008 draft rule would require Commission review of the RPS at least 
once every five years. This frequency of review would allow the Commission the ability to 
examine each IOU's progress in complying with the 2017 and 2025 standards and the ultimate 
standard of 20 percent by 2041. It is also consistent with the five-year cycle established in the 
Commission's rules implementing FEECA conservation goals. 

The December 3, 2008 draft rule would require Commission review of the RPS at least 
once every three years. This increased frequency of review is consistent with the more 
aggressive RPS standard of 20 percent by 2020 with annual incremental standards each year to 
reach that point. 

During the Commission workshops, environmental advocates and renewable energy 
producers called for more frequent review of the RPS every two to three years. They contend 
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that more frequent review of the RPS is needed to ensure the continued development of a market 
for renewables in Florida. 

Staff continues to believe that a five-year review cycle is appropriate because of the 
administrative complexity of such proceedings. Care must be taken to allow sufficient time on 
the front end and throughout the process for the IOUs to establish their plans and procedures to 
implement compliance with the RPS. If, however, the Commission adopts the more aggressive 
RPS requirement of 20 percent by 2020, a more frequent review every three years may be 
appropriate. 

E. Solar and Wind Carve-Out 

Section 366.92(3), F.S., provides the Commission with the authority to give greater 
weight to solar and wind in the formulation of the draft RPS rule. In the October 14,2008 draft 
rule, this is accomplished by establishing a 25 percent carve-out for solar and wind and by 
allocating 75 percent of the annual revenue cap to be used to promote solar and wind. A carve­
out is necessary in order to further encourage renewable resources that would improve 
environmental conditions. Also, early emphasis on these currently higher-cost resources may 
result in downward pressure on resource costs over time as solar technologies mature. 

In the December 3, 2008 rule draft, separate standard offer contracts would be established 
for solar PV, solar thermal, and wind projects. Preference would be given to solar and wind 
through the rates established by the Commission in the standard offer contracts for the renewable 
attributes for each resource. Also, funding would be provided to support rebates to IOU 
customers for demand-side solar energy systems. 

Staff believes that carve-outs are necessary in order to promote the development of 
certain renewable energy resources such as solar and wind. If the Commission decides to adopt 
a market approach to implement an RPS in Florida, then the carve-outs contained in the October 
14,2008 draft rule would be appropriate. If, however, the Commission decides to adopt a more 
hands-on approach using standard offer contracts to implement an RPS in Florida, then the solar 
and wind-specific contract pricing provisions, combined with funding for solar rebates contained 
in the December 3,2008 rule draft would be appropriate. 

F. Renewable Energy Request tor Proposals (RFP) 

IOU self-build renewable energy resources are encouraged in both the October 14, 2008 
and the December 3, 2008 draft rules. In the October 14, 2008 draft rule, an RFP is required 
every two years to ensure that IOUs select the most reliable and cost-effective renewable energy 
resources in a negotiated contract marketplace. In the December 3, 2008 draft rule, an RFP is 
required only prior to the construction of an IOU self-build option to avoid gaming in the 
standard offer contract market. 

41 




Docket No. 080503-EI 
Date: December 31, 2008 

G. 	 Cost Recovery 

Section 366.92,(3)(b)(l), F.S., gives the Commission rulemaking authority to establish 
annual cost recovery provisions to incentivize the development of renewable resources. As 
described in both the October 14, 2008 and the December 3, 2008 draft rules, a separate 
Renewable Energy Cost Recovery (RECR) clause would be established to recover all costs 
associated with renewables, including utility self-build options and purchases from non-utility 
renewable energy sources. 

During the December 3, 2008 Commission workshop, information was provided on 
alternative cost recovery mechanisms. These options include recovery through base rates of 
costs for IOU self-build renewable projects. Commission review of such costs could occur in 
either a full rate case or a limited proceeding. The purchase of capacity and energy from 
renewable facilities through negotiated or standard offer contracts could be recovered through 
the existing Fuel and Purchased Power Recovery clause (Fuel clause). Currently, there is no 
mechanism for the recovery of RECs or the associated administrative costs. These costs could 
be recovered through the Environmental Cost Recovery clause (ECRC). 

A dedicated clause, such as the RECR, would act as an incentive for IOU self-build 
renewables as recovery of costs would not be subject to the potential delay of a base rate 
proceeding. Also, recovery in the RECR of all costs associated with renewables, including 
compliance with the RPS, would be fully transparent to the Commission and other stakeholders. 
Other provisions of the draft rules, such as requiring renewable RFPs, in addition to normal 
regulatory scrutiny during the cost recovery proceedings will provide adequate safeguards to 
ensure the prudence of IOU self-build options. 

The December 3, 2008 draft rule includes a provision that would create a separate 
Renewable Energy Charge on customer bills that would show the total additional costs being 
paid for renewable energy attributes. Staff recommends that this provision be also added to the 
October 14, 2008 draft rule. 

H Rewards and Penalties 

Section 366.92,(3)(b)(l), F.S., gives the Commission rulemaking authority to establish 
incentive-based adjustments to authorized rates of return on common equity to IOUs to 
incentivize the development of renewable resources. The October 14, 2008 draft rule establishes 
a reasonably achievable RPS of 20 percent by 2041. In order to provide incentives to achieve 
these standards, the draft rule provides for the following rewards and penalties: 

• 	 IOUs are allowed to earn an ROE for self-build renewables, including a return on the 
additional capital costs associated with building renewables, and recover these costs 
through a separate cost recovery clause; 

• 	 Any IOU failing to meet the RPS standards shall be subject to a penalty of up to 50 
basis points of the utility's approved ROE. 
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The December 3, 2008 draft rule provides for an ROE reward, not to exceed 25 basis 
points, to IOUs which meet or exceed the RPS requirements. The draft rule does not include 
penalties for non-compliance because of the aggressive nature of the 20 percent by 2020 RPS. 

If a more aggressive RPS of 20 percent by 2020 is adopted, staff recommends that no 
penalty provision be included in either draft rule. This is due to the uncertainty of the ability of 
the IOU to comply with these standards under expected economic conditions. 

III. Alternative Legislative Recommendation: Including Clean Energy in the RPS 

Section 366.92, F .S., establishes that only Florida renewable energy resources are eligible 
for compliance with the RPS. Both the October 14,2008 and the December 3,2008 draft rules 
reflect the Legislature's intent. If an aggressive RPS, such as 20 percent by 2020, is established, 
the Commission may wish to recommend to the Legislature that clean electric generating 
resources and supply-side and demand-side efficiency improvements be included as eligible 
resources for compliance with the RPS. As discussed in Issue 3, these resources could include: 
(1) Energy from new nuclear facilities or uprates approved by the Commission since 2006; (2) 
integrated gasification combined cycle (IGCC) with carbon capture and sequestration plans 
approved by DEP; (3) energy savings from efficiency improvements to existing utility 
generation; and (4) savings associated with customer energy efficiency programs. 

In addition, electric customers can contribute towards achieving an energy efficient 
Florida through buying smaller homes, owning energy-efficient appliances including air 
conditioning systems, and making energy-efficiency improvements to their homes to reduce 
energy losses. Looking forward to the future, technological advances such as "smart meters" 
could provide a gateway to transform the nature of energy generation and usage. These devices 
can remotely meter customer usage and provide price signals to individual locations. 
Empowering the consumer with this information will spur the development of new industries to 
further assist the consumer in using energy wisely. At the same time, utilities and their 
ratepayers will benefit from the real-time dispatchability of the customer's load. 

If nuclear resources are included, staff recommends that it be limited to capacity 
associated with new facilities or uprates that have been approved by the Commissions since 
2006. These clean energy resources are currently lower in cost and more technically feasible 
than some renewables, such as solar and wind. An amendment to include clean energy 
resources, therefore, would contribute toward the Legislature's intent to diversify fuel supplies, 
promote economic development, improve environmental conditions, and minimize RPS costs to 
consumers. 

IV. Rule 25-17.420, F.A.C. - Municipal and Rural Electric Cooperative Reporting 

As part of the October 14, 2008 draft rule, staff included a separate rule that requires 
municipal and cooperative electric utilities to report annually to the Commission their efforts to 
develop standards for the promotion, encouragement, and expansion of the use of renewable 
energy resources, and energy conservation and efficiency measures, as required by Section 
366.92(5), F.S. Also, these utilities are required to submit additional data to facilitate the 
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Commission's efforts to track the development of renewable energy in Florida. Staff 
recommends that draft Rule 25-17.420, F.A.C., be submitted to the Legislature for ratification. 
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Discussion of Issues 

Issue 1: Should the Commission submit to the Legislature the October 14,2008 draft Rule 25­
17.400, F.A.C., entitled Florida Renewable Portfolio Standard, and draft Rule 25-17.410, 
F.A.C., entitled Florida Renewable Energy Credit Market, as set forth in Attachment A? 

Recommendation: Yes. The Commission should submit to the Legislature the October 14, 
2008 draft rules as one alternative for consideration. Staff would recommend, however, minor 
changes to these draft rules as follows: 

(1) 	 Modification to the 2017 RPS from 5 percent to 6 percent. (See Section 25­
17.400(3)(a»; 

(2) 	 Clarification that the implementation plans required by the IOUs will be approved 
by the Commission. (See Sections 25-17.400(4»; 

(3) 	 Clarification of the types of costs that can be counted toward the rate cap. (See 
Section 25-17.400(5)(d»; 

(4) 	 Removing the provision for a separately determined ROE for IOU self-build 
renewable projects in the RECR clause. Thus, the IOU's last authorized ROE would 
be utilized. (See Section 25-17.400(7)(a)I); 

(5) 	 Three revisions to the RECR clause proceeding to change the projected period in 
one of the filing requirements; to remove an unnecessary filing requirement; and to 
include the Renewable Energy Charge as a line-item on customer bills. (See Section 
25-17.400(7)(c»; and 

(6) 	 Inclusion of reference to the Commission's complaint resolution process to address 
disputes between IOUs and renewable energy developers. (See Rule 25-17.410(11» 

These modifications to the draft rule are discussed in the staff analysis and shown in Attachment 
A in type and strike format. 

The Commission may also decide to consider further revisions to the draft rule which are 
presented as policy options in Section IV of the staff analysis and based on the Commission's 
direction at the October 14, 2008 Agenda Conference. (Ballinger, Chase, Crawford, Futrell, 
Harlow) 

Staff Analysis: The October 14, 2008 draft rules would set a reasonably achievable RPS of 20 
percent by 2041 with a 2 percent rate cap and would establish a market-based approach to 
compliance through an inclusive REC-based system. Staff believes this market-based strategy 
can also be used to implement a more aggressive RPS, such as 20 percent by 2020. A 2 percent 
rate cap, however, may not be sufficient to meet such an aggressive RPS. Also, penalty 
provisions may need to be relaxed or removed, thus making the RPS requirements more 
aspirational in nature. 

Draft Rule 25-17.400, F.A.C., Renewable Portfolio Standards, would establish a uniform 
mandatory RPS for the IOUs, and a procedure to review and, if appropriate, modify the RPS at 
least every five years. Rule 25-17.410, F .A.C., Florida Renewable Energy Credit Market, would 
require the establishment of a REC trading market to facilitate compliance with the RPS. A 
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detailed analysis of the October 14, 2008 draft rules was provided in the staff recommendation 
filed on October 2, 2008. An overview of these rules and analysis of recommended 
modifications is provided below. 

Modifications to DraD Rule 25-17.400. and .410. F.A.e. 

Based on comments and discussion subsequent to the filing of the October 14,2008 draft 
RPS rule and the results of Navigant Consulting's study, the following modifications to the draft 
rule have been made: 

(1) 	 [n draft Rule 25-17.400(3)(a), F.A.C., the initial RPS requirement for 2017 is changed 
from 5 percent to 6 percent. This modification is based on Navigant Consulting'S 
estimate that existing renewable energy resources meet approximately 4.4 percent of 
Florida's energy needs. The initial 2017 RPS requirement of 5 percent was based on an 
estimate of existing renewable resources of 3.6 percent, which was derived from 
stakeholder data. 

(2) 	 In draft Rule 25-17.400(4), F.A.C., staff has clarified that initial utility RPS 
implementation plans are subject to Commission approval, and that implementation 
plans must be submitted for approval following initial adoption of the RPS rule and 
future Commission review proceedings of the RPS. The Commission's review of these 
plans will provide a safeguard that a utility's compliance strategy will meet or exceed 
the RPS in a manner that is not cost-prohibitive, and contains an appropriate mix of self­
build and REC purchase options. 

(3) 	 In draft Rule 25-17.400(5)(d), F.A.C., staff has clarified the RPS compliance costs 
eligible to be counted against the rate cap. These costs are: (1) the cost of RECs 
purchased from non-utility renewable resources in Florida, (2) the administrative cost of 
RECs from IOU self-build renewable projects, and (3) the incremental cost of an IOU 
self-build renewable project above the IOU's cost of generating electricity (avoided 
cost). Numerous stakeholders expressed uncertainty about the language in the October 
14, 2008 version of the draft rule. This modification clarifies the intent that the costs 
appropriate for inclusion as RPS compliance costs are those costs which are greater than 
IOUs' cost of generation. 

(4) 	 In draft Rule 25-17.400(7)(a), F.A.C., staff has deleted "including a separately 
determined ROE on total capital costs." This change clarifies that the Commission 
would not set a separate ROE for IOU self-build projects, but would utilize the IOU's 
last established ROE in a base rate proceeding. 

(5) 	 In draft Rule 25-17.400(7)(c), F.A.C., staff has made three changes to the reporting 
requirements for the RECR clause proceeding. First, the milestones for filing actual and 
projected true-up data would be adjusted to better reflect the availability of such data. 
Second, a requirement to file an unnecessary report is deleted. Finally, a Renewable 
Energy Charge representing the incremental costs of IOU self-build renewables and 
purchases ofRECs from non-utility renewables as a separate line-item on customer bills. 
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(6) 	 Finally, in draft Rule 25-17.410(11), F.A.C., staff has included a reference to the 
Commission's existing rules which provide a means of resolving disputes among 
stakeholders in the REC market. 

With these modifications, the October 14, 2008 draft RPS rule as shown in Attachment A 
should be submitted to the Legislature as a viable RPS option. 

I. Overview of Draft Rule 25-17.400, F.A.C., Renewable Portfolio Standards 

The following is an overview of the October 14,2008 draft Rule 25-17.400, F.A.C., and includes 
the modifications discussed above. 

Initial RPS - Section 25-17.400(3) - The draft rule establishes the following percentages of the 
prior year's retail sales for each IOU to be provided by Florida renewable energy resources: 

L By January 1,2017: 6 percent; 
2. By January 1, 2025: 10 percent; 
3. By January 1,2033: 15 percent; and 
4. By January 1, 2041: 20 percent. 

These percentages represent a reasonably achievable RPS that meets the Legislature's 
intent to prot,?ct and encourage renewables, and minimize cost to ratepayers, and is based on a 2 
percent rate cap. Navigant Consulting estimated that currently available renewable energy 
resources meet approximately 4.4 percent of 10Us' energy needs. This compares with the initial 
estimate of approximately 3.6 percent which was based on stakeholder data. The primary 
difference between these percentages appears to be Navigant Consulting's identification and 
estimate of energy produced and used by pulp and paper manufacturers in their operations. The 
potential expansion of renewable energy as shown in the schedule above, represents an 
approximate doubling of the amount of renewable energy every eight years. 

Navigant Consulting identified five key drivers that could have the most impact on 
renewable energy development. The key drivers were varied in three economic and policy 
scenarios. These are described in detail in the analysis of policy option A, the magnitude and 
timing of the RPS. Only under the most favorable scenario for renewable energy development 
which includes high fossil fuel prices, high greenhouse gas emission prices, and favorable access 
to and cost of debt and equity, would an aggressive RPS, such as 20 percent by 2020 be 
achievable. The recommended RPS of 20 percent by 2041, with a 2 percent rate cap, aligns with 
Navigant Consulting's mid-favorable scenario for renewables. Current economic and policy 
conditions, however, are reflected in Navigant Consulting's unfavorable scenario which indicates 
renewable energy potential of 5 percent by 2020. 

If the Commission decides to establish an aggressive RPS, such as 20 percent by 2020, 
the market-based strategy of the October 14, 2008 draft rule can be utilized. A 2 percent rate 
cap, however, may not be sufficient to meet such an aggressive RPS. Also, penalty provisions 
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may need to be relaxed or removed, thus making the RPS requirements more aspirational in 
nature. 

Florida Renewable Energy Resources - Section 25-17.400(2)(a) Only in-state renewables, as 
defined in Section 366.92(2), F.S., are eligible to be used for compliance under the rule. The 
statute promotes renewable energy resources that produce electrical, mechanical, and thermal 
energy from hydrogen, biomass, solar, geothermal, wind, ocean, waste heat or hydroelectric 
power. 

Encouragement of Wind and Solar - Section 25-17.400(3 )(b) - Staff believes it is appropriate to 
provide added weight to wind and solar resources, as provided for in Section 366.92(3)(b)3, F.S. 
Accordingly, the rule would require that at a minimum 25 percent of the RPS be provided from 
wind and solar resources, defined as Class I renewables. In addition, 75 percent of revenues 
available for RECs would be dedicated to solar and wind resources. 

Renewable Portfolio Standards Proceeding - Section 25-17.400(3)( c) and (d) - The rule 
establishes that the Commission would hold a proceeding at least once every five years to review 
and, if appropriate, modify the RPS. In such a proceeding, an analysis of the technical and 
economic potential for Florida renewable energy resources would be provided. 

Implementation Plans - Section 25-17.400(4) - Each IOU would be required to submit to the 
Commission within 180 days of the effective date of the rule, and following the periodic RPS 
review, its plan for meeting or exceeding the RPS. The implementation plans will provide the 
Commission with information on each IOU's expected plans to meet the RPS as the market for 
renewable energy and RECs develops in Florida. The Commission's review of these plans will 
provide a safeguard that a utility's compliance strategy will meet or exceed the RPS in a manner 
that is not cost-prohibitive, and contains an appropriate mix of self-build and purchased power 
options. Staff suggests a minor change to Section (4) of the draft rule in order to clarify that the 
implementation plans submitted by the IOUs are subject to Commission approval. 

Compliance - Section 25-17.400(5) - Section 366.92(3)(b) 1, F .S., requires the Commission to 
include in the draft RPS rule methods of managing the cost of compliance with the RPS, 
"whether through direct supply or procurement of renewable power or through the purchase of 
renewable credits." The statute appears to provide the Commission with the flexibility to choose 
one of three compliance mechanism options: (1) a REC market, (2) a contract path or energy 
only market, or (3) a combination ofRECs and energy compliance. The draft rule requires RECs 
to be the sole means by which to comply with the RPS. Section 366.92(2), F .S., defines a REC 
as a product representing the renewable attribute of renewable energy produced in Florida and is 
equivalent to one MWh of electricity. IOUs may either purchase RECs from Florida renewable 
energy resources owned by third-parties, or use RECs from self-build renewable projects. Staff 
believes that requiring compliance through RECs will: (1) facilitate the ease of tracking 
compliance; (2) reduce the potential for double counting; (3) facilitate the inclusion of eligible 
customer-owned generation, including small systems, because RECs can be issued to account for 
the energy produced by these facilities, and (4) position the state for integration into any future 
federal or regional RPS. 
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Enforcement Mechanisms - Rewards/Penalties/Excusal - Section 2S-17.400(S)(b)(c) Staff 
believes that IOUs will be incented to construct renewables in two ways: (1) self-build renewable 
projects would add to rate base on which the IOU would have the opportunity to earn a return; 
and (2) the costs for these facilities would be recovered through a newly created dedicated cost 
recovery clause, the RECR clause. The rule also provides conditions under which an IOU may 
be excused for non-compliance as required by the statute. These conditions include insufficient 
supply of Florida renewable energy resources or prohibitive cost. If an IOU is not excused from 
compliance, the rule provides that an IOU which fails to meet the RPS shall be subject to a 
penalty up to SO basis points of the lOU's approved rate of return on equity. The penalty would 
be assessed as a reduction in the amount of recoverable costs in the RECR clause. 

Rate Cap - Section 2S-l7.400(S)(e) - The draft rule recognizes the Legislature's intent to 
minimize the cost of power supply to consumers by establishing a rate cap that would limit the 
total cost of compliance to 2 percent of each lOU's total annual revenue from retail sales of 
electricity. To further encourage solar and wind resources, the costs of complying with the RPS 
are allocated with 1.S percent going to wind and solar, and O.S percent going to all other Florida 
renewable energy resources for a total rate cap of 2 percent. 

Cost of Compliance - Section 2S-17.400(S)(d) The draft rule defines the types of costs which 
may be counted toward the rate cap. Staff believes it is appropriate to count those costs 
associated with purchasing RECs, the associated costs from the REC market, and the utility'S 
costs of its self-build renewable resources which exceed the utility's costs for generating or 
purchasing traditional resources. 

Based on comments made in workshops and post-workshop comments, it is apparent that 
this section of the draft rule has created confusion among the stakeholders. Staff has made a 
minor change to this section of the draft rule in order to clarify the types of costs that can be 
counted toward the rate cap. These costs are: (1) the cost of RECs purchased from non-utility 
renewable resources in Florida, (2) the administrative cost of RECs from IOU self-build 
renewable projects, and (3) the incremental cost of an IOU self-build renewable project above 
the IOU's cost of generating electricity (avoided cost). 

Renewable Request for Proposals - Section 2S-17.400(6) - Under the draft rule, each IOU would 
be required to biennially issue an RFP for Florida renewable energy resources. The IOUs would 
evaluate individual proposals in order to secure the most reliable and cost-effective portfolio of 
renewable resources. The results of the RFP would be included in each IOU's Ten-Year Site 
Plan. Also, any renewable capacity and/or energy acquired as a result of the RFP process would 
be incorporated into the IOU's IRP. Thus, the need for new power plants could be reduced by: 
(1) savings from energy efficiency programs, and (2) cost-effective renewable purchases. The 
RFP framework would utilize a market-based approach to encourage renewable developers to 
participate in the Florida market. Also, the Renewable RFP would provide the IOU and the 
Commission with information to evaluate the cost-effectiveness and need for a self-build 
renewable option. The Renewable RFP would be in addition to the opportunity for individual 
negotiations between renewable developers and the IOUs, as well as the renewable energy 
contracts required by Rule 2S-17.200-.31 0, F.A.C. 
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Cost Recovery - Section 25-17.400(7) - The rule provides for cost recovery of reasonable and 
prudent costs associated with the purchase of RECs, including administrative costs, and costs 
associated with IOU-owned renewable facilities. The RECR clause would be created to allow 
for Commission review and approval of reasonable and prudent costs associated with RECs, 
IOU-owned renewable facilities, and capacity and energy purchased through tariffs or contracts 
with Florida renewable energy resources. 

Staff is recommending a change to Subsection (7)(a) of the draft rule to remove the 
provision that a separately determined return on equity (ROE) will be established on utility 
investment in renewable facilities. Upon reflection, staff no longer believes it is appropriate to 
establish a separate ROE for each renewable facility in the RECR clause proceeding. A utility's 
ROE is normally set in a rate case proceeding taking into account its total investment and the 
associated risk and market conditions at the time. This process can be costly and time­
consuming, requiring expert witnesses and thorough analyses. It would be burdensome to 
require a separate analysis for each self-build renewable project and unrealistic to attempt to 
complete the analysis in the course of the RECR proceeding each year. Further, it would lead to 
confusion if a utility had different ROEs for its renewable projects than for other utility 
investments. Therefore, staff is recommending this provision be removed from the draft rule and 
that the lOU's last established ROE be utilized for utility investment in renewable facilities. 

Staff is recommending three additional changes to the RECR clause proceeding detailed 
in Subsection (7)(c) of the draft rule. First, Subsection (7)(c)2. of the draft rule requires the 
IOUs to submit an annual true-up filing showing eight months actual and four months projected 
costs. This true-up filing will be used in the RECR hearing held in November of each year to 
determine over- or under-recoveries. Since the true-up filings are usually submitted in 
September of each year, it is unreasonable to expect eight months of actual cost data to be 
available in September. Therefore, staff recommends that the draft rule be changed so that the 
true-up filings would reflect seven months actual and five months projected costs. 

The second change is to eliminate Subsection (7)(c)5. of the draft rule, which requires a 
filing of the actual cost data within 90 days following the first six months of the annual reporting 
period. While this information might be somewhat useful in order to see how accurately the 
IOUs have estimated their annual projected costs associated with renewables, it is not necessary 
since the Commission will receive the actual cost data for seven months in the true-up filing 
discussed above. This requirement can be eliminated. 

Finally, a Renewable Energy Charge representing the incremental costs ofIOU self-build 
renewables and purchases of RECs from non-utility renewables as a separate line-item on 
customer bills. As part of this change, the total RECR charge would no longer be a separate line­
item. Thus, only the incremental cost of compliance with the RPS would appear on customer 
bills. 

Reporting Requirements - Section 25-17.400(8) - Each IOU would be required to provide an 
annual report to the Commission by April 1 concurrent with the filing of its Ten-Year Site Plan. 
The specific data to be provided by each IOU in these reports will facilitate the Commission's 
evaluation of utility efforts and costs associated with the RPS, and efforts to track the 
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development of renewable energy in Florida. Further, because these reports are filed 
concurrently with the Ten-Year Site Plans, the Commission will have a complete picture of how 
each utility's RPS compliance strategy fits in with the utility'S integrated resource plan. 

II. Overview of Draft Rule 25-17.410, F.A.C. - Renewable Energy Credit Market 

The following is an overview of the October 14,2008 draft rule 25-17.410, F.A.C., and includes 
the modification discussed above. 

Establishment of a REC Market - Section 25-17.4100), (2), (3)(a) and (b), and (4) The REC 
market allows for the certification and accounting of RECs that may be used by the 10Us to meet 
the requirements of the RPS. The rule directs the 10Us to establish a REC market and select an 
independent third-party REC market administrator, subject to Commission approval. The 
administrative costs of the REC market will be collected through fees assessed to a REC. The 
REC market will allow the 10Us to generate their own, buy, sell, and trade the RECs needed to 
comply with the RPS and allow for owners of Florida renewable energy resources to benefit 
from the sale of RECs. The rule would require the establishment of a group to act as technical 
advisors to the REC market administrator in the areas of governance, fees and market rules. The 
IOUs, municipal electric utilities, rural electric cooperatives, and Florida renewable energy 
resource providers are to make up the advisory group. As part of the 10Us' request for 
Commission approval of the REC market structure and governance, provisions shall be made to 
facilitate both short-term purchases ofRECs, and long-term bilateral contracts for RECs between 
10Us and Florida renewable energy providers. 

Full Transparency - Section 25-17.4100), (2), (3). (11) - The rule provides for full oversight of 
the REC market by the Commission in several ways: (1) the REC market administrator must be 
approved by the Commission, (2) the rule requires Commission approval of all of the practices 
and procedures of the REC market, and (3) all records of the REC market must be fully 
transparent and open to the Commission for inspection and audit. Also, staff has modified the 
October 14,2008 draft rule to include references to the Commission's dispute resolution process 
pursuant to Rule 25-22.032, F.A.C, Customer Complaints, and Rule 25-22.036, F.A.C., Initiation 
ofFormal Proceedings. This will provide a forum and process for resolution of disputes among 
stakeholders in the REC market. 

Eligible Facilities - Section 25-17.410(5) - Renewable facilities that are eligible to produce 
RECs must be certified by the REC market administrator. The rule lists eligible facilities, which 
include: (1) all utility-owned Florida renewable energy resources; (2) non-utility owned 
renewables for which the capacity or energy is under contract to a utility or pursuant to an 
approved tariff; (3) non-utility owned renewables greater than two megawatts, that offset all or 
part of the customer's electrical needs; and (4) customer-owned renewables, two megawatts or 
less, that have not received an incentive from an IOU pursuant to a Commission-approved 
energy efficiency program. 

Treatment of RECs - Section 25-17.410(6)-(10) - The rule would require that RECs are retained 
by the owner of the eligible Florida renewable energy resource, unless sold or transferred, and 
shall have a life of two years. The rule also would ensure, pursuant to statute, that RECs credited 
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toward RPS compliance are not credited toward any other purpose. To prevent double counting, 
the rule requires that RECs produced by Florida renewable energy resources used to comply with 
Florida's RPS or any other state's RPS must be retired and not used for compliance with another 
state or regional RPS. 

III. Summary of Draft Rules as Modified 

In summary, staff recommends that the Commission submit to the Legislature the 
October 14, 2008 draft rules contained in Attachment A as one alternative for consideration. 
These draft rules contain changes to the drafts presented to the Commission at the October 14, 
2008 Agenda Conference. 

Draft Rule 25-17.400, F .A.C., Florida Renewable Portfolio Standard, is consistent with 
the requirements of Section 366.92, F.S., and offers a balanced approach to encouraging the 
development of renewable resources in Florida, while providing sufficient ratepayer safeguards. 
The rule establishes a reasonable initial uniform RPS for each IOU, and includes a procedure for 
the Commission to review and update these standards, as necessary, not less than every five 
years. Further, the rule contains two primary components to protect ratepayers from high rate 
impacts: (1) the procedure for the Commission to review and modify the standards, if 
appropriate; and (2) a rate cap based on 2 percent of each IOU's retail electric sales. 

Draft Rule 25-17.410, F .A.C., Florida Renewable Energy Credit Market, contains 
appropriate procedures for the establishment and administration of a Florida REC market. The 
REC market will allow the IOUs to self-generate, buy, sell and trade the RECs needed to comply 
with the RPS and allow for owners of Florida renewable energy resources to benefit from the 
sale of RECs. The draft rule requires that the IOUs use an RFP process to select a third-party 
market administrator. The selection of the market administrator and the governance and 
structure of the market will be subject to Commission approval. The draft rule sets forth 
minimum provisions that must be contained in the REC market filing, identifies eligible 
facilities, addresses the ownership and life of a REC, and clarifies the prohibition of double 
counting of a REC created in the Florida market. Further, the rule requires the establishment of a 
group of stakeholders to act as technical advisors to the REC market administrator in the areas of 
governance and market rules. The IOUs, municipal electric utilities, rural electric cooperatives, 
and Florida renewable energy resource providers are to make up the advisory group. Staff 
believes the draft rule provides for reasonable oversight by the Commission, and will ensure a 
REC market that is transparent, impartial and fair to all market participants. 

IV. Alternative Policy Options 

The Commission directed staff at the October 14, 2008 Agenda Conference to develop 
information on alternatives to certain provisions of the draft RPS rule. As discussed in the 
following subsections, alternative policy options may be incorporated into the Commission's 
draft RPS rule. Each of these alternatives are interrelated and can impact the ultimate draft rule 
that is developed. 
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A. Magnitude and Timing ofthe Renewable Portfolio Standard 

Section 366.92, F.S., defines "Renewable Portfolio Standard" as the minimum percentage 
of total annual retail electricity sales by an IOU to consumers in Florida that shall be supplied by 
renewable energy produced in Florida. The magnitude and timing of the RPS is a critical 
decision point in the formulation of an RPS rule, however, it does not exist in isolation. The 
ability for an RPS to meet legislative intent is also dependent on interrelated policy options that 
are discussed further, including: (1) penalty and excusal provisions, (2) rate cap, (3) eligible 
resources, and (4) carve-out for certain resources. To be consistent with legislative intent, an 
RPS should balance the need to protect existing and encourage new renewable energy resources 
with the need to minimize cost to ratepayers. 

RPS Options 

There appears to be general agreement among the stakeholders regarding a 20 percent 
ultimate goal, and this level was identified in the Governor's Executive Order Number 07-127. 
A key question remains regarding the timing of the ultimate goal, however. Through the rule 
development process there have been discussions and information developed on the following 
options: 

• 20 percent by 2050 - August 20, 2008 strawman draft rule 
• 20 percent by 2041 - October 14, 2008 draft rule 
• 20 percent by 2030 - FPL's clean energy portfolio 
• 20 percent by 2020 - Environmental and renewable energy advocates 

Staffs presentation at the December 3, 2008 Commission workshop showed that the 
potential ratepayer impact of the RPS was dependent on the timing of the ultimate goal, the mix 
of renewable resources used to meet the goal, and any rate cap established in the RPS rule. For 
example, the following table used at the workshop provides estimates of the relative cost of RPS 
rollout strategies using a mix of solar and biomass resources. These are currently the renewables 
with the most near-term potential in Florida. 
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Table 1 
Comparison of RPS Requirements and Estimated Costs 

25 % SolarJ75% Biomass 
20% by 

2020 2030 
20% by 

2041 
20% by ± 

RPS Value Giga-watt hours (GWh) 44,5004 28,000 21,600 
Required Solar Capacity (MW) 5,770 3,630 2,800 
Existing Solar Capacity (MW) 3 3 3 
# of Solar Installations by 2020 1.4 Million 0.9 Million 0.7 Million 
Required Biomass Capacity (MW) 4,760 3,000 2,300 
Existing Biomass Capacity (MW) 1,069 1,069 1,069 
# of Biomass Installations by 2020 46 24 15 
Estimated Cost ($ Billion Net Present Value 
(NPV) $24.5 $17.2 

The RPS percentages and timing should incorporate information on an assessment of the existing 
and potential renewable resources, RPS policy options, and the potential cost to ratepayers. 

Navigant Consulting, Inc. 's Florida Renewable Energy Potential Study 

As discussed in detail in Attachment D, Navigant Consulting'S renewables assessment 
includes an evaluation of the levelized cost, and current and projected availability of renewable 
energy through 2020. The study shows a range ofRPS requirements of: (1) 5 percent by 2020 in 
the unfavorable scenario, (2) 11 percent by 2020 in the mid-favorable scenario, and (3) 24 
percent by 2020 in the favorable scenario. The study results show that only under the most 
favorable circumstances for the development of renewable energy would a 20 percent goal be 
achievable by 2020. Current economic and policy conditions fall in the unfavorable scenario. 

In order to project future renewable energy development, Navigant Consulting identified 
ten key drivers that could impact the renewable energy market. Scenarios of potential renewable 
development were analyzed around the five key drivers with the highest potential impacts and 
the most uncertainty. These drivers are: (1) fossil fuel prices, (2) cost of carbon under 
greenhouse gas emissions policies, (3) federal and state renewable energy tax credits and other 
incentives, (4) the availability and cost of debt and equity, and (5) the rate cap established for the 
purchase of RECs. According to Navigant Consulting, the purpose of the additional revenue 
stream to the renewable energy resource is to make up any difference between the cost of the 
renewable facility and the comparable utility generation facility in order to insure an adequate 
return on investment for the renewable developer. 

Navigant Consulting then created three scenarios for potential renewable energy 
development in which the five key drivers were used. These key drivers were varied under three 
scenarios to determine the impact on the development of renewable energy by 2020. These 
scenarios are summarized as: 

444,500 GWh represents approximately a 500 percent increase over existing renewable resources in Florida. 
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• 	 Unfavorable - low fossil fuel prices, 1 percent rate cap, no extension of current 
government renewable incentives per current policies, tight financial markets, and 
carbon pricing of $1 Olton by 2020; 

• 	 Mid-favorable - mid range fossil fuel prices, 2 percent rate cap, partial extension of 
government renewable incentives, moderate financial markets, and carbon pricing of 
$30/ton by 2020; and 

• 	 Favorable - high fossil fuel prices, 5 percent rate cap, government renewable incentives 
extended through 2020, widely available debt and equity, carbon pricing of $50/ton by 
2020. 

Navigant Consulting concluded that: 

• 	 Under the unfavorable scenario for renewable development, which includes a 1 percent 
rate cap, renewable energy in Florida could be 5 percent of IOU retail sales by 2020; 

• 	 Under the mid-favorable scenario for renewable development, which includes a 2 percent 
rate cap, renewable energy in Florida could be 11 percent of IOU retail sales by 2020; 
and 

• 	 Under the most favorable scenario for renewable development, which includes a 5 
percent rate cap, renewable energy in Florida could be 24 percent of IOU retail sales by 
2020. 

Navigant Consulting found that renewable energy development would be expected to develop 
more extensively under a scenario with high fossil fuel prices, a 5 percent rate cap on RECs, 
government incentives extended through 2020, and widely available debt and equity at lower 
cost. 

Current economic and policy conditions generally coincide with Navigant Consulting's 
unfavorable scenario for future renewable development. Specifically, the unfavorable scenario 
for carbon pricing assumes $O/ton initially, then scaling to $10/ton by 2020. Currently, there is 
no federal or state policy establishing carbon pricing. As shown in Attachment D, Navigant 
Consulting assumes in its unfavorable scenario the cost of debt to be approximately 8.5 percent, 
the cost of equity approximately 14 percent and ready access to debt, which would make-up 50 
percent of renewable project financing. Currently, credit markets are extremely tight and it is 
uncertain when conditions will improve. Navigant Consulting assumes natural gas costs to be 
$5-$6/MMBtu in the unfavorable scenario. Currently, natural gas is trading at $5.70/MMBtu. 
Most forecasts project natural gas prices to increase over the long-term. Navigant Consulting 
projects various federal and state renewable energy financial incentives under each scenario, as 
shown in Attachment D. For example, in the unfavorable scenario, Florida's solar rebate 
program is projected to expire in 2010, with a $5 million annual funding level. The Governor's 
Energy Office has budget authority to spend $5 million in the 2008/09 fiscal year. It is unknown 
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if and to what level the Legislature will appropriate funds for the solar rebate program in future 
fiscal years. 

It should be noted that Navigant Consulting performed their primary analysis with a solar 
and wind carve-out of 75 percent of RPS expenditures, identical to the October 14, 2008 draft 
rule. Based on comments in the rule development process, Navigant Consulting performed an 
alternate analysis that did not include a carve-out. This analysis shows that renewable energy 
could provide 4 percent under the unfavorable scenario, 9 percent under the mid-favorable 
scenario and 23 percent under the favorable scenario of the IOUs' retail sales by 2020. 

The timeframe and scope ofNavigant Consulting's study allowed only for an assessment 
of existing renewable resources, a comparison of the cost of renewables to comparable 
traditional generation options, and an assessment of the economic potential under the scenarios 
listed above. While the study provides useful information, a complete IRP exercise could not be 
performed. An IRP would have allowed for an analysis of the future need for electricity, existing 
resources and the associated costs, and the availability and cost of options to meet additional 
electrical needs. These options include energy efficiency, renewables, purchased power and 
traditional generation options. 

Initial Magnitude and Timing o[the RPS 

The starting point for an RPS should be based on existing renewable resources. Staff s 
most recent information indicates that renewable generation provides approximately 6,339 GWh 
or 3.6 percent of the IOUs' energy needs. This estimate includes both energy that flows onto the 
grid and energy used to self-serve. Navigant Consulting's assessment shows that renewables 
contribute the equivalent of 7,768 GWh or 4.4 percent of the IOUs' energy needs. Navigant 
Consulting includes data from sources not reported to staff by the stakeholders. The primary 
difference between these percentages appears to be Navigant Consulting's identification and 
estimate of energy produced and used by pulp and paper manufacturers in their operations. Staff 
believes that Navigant Consulting'S data provides a reasonable upper bound of the energy 
produced by existing renewable resources. 

The information presented at the December 3, 2008 rule development workshop included 
three cases with an end-date and not a starting date. The October 14, 2008 draft rule would make 
2017 the first year the IOUs are required to meet a standard. This date would allow for time to 
establish a rule and to establish the REC market. If the Commission decides to establish an 
alternative starting date for the RPS, care must taken to consider: (1) the potential for near-term 
development of renewables; (2) the rate cap established in the draft rule; and (3) the compliance 
provisions including penalties and excusal for non-compliance. 

Ultimate Magnitude and Timing o[the RPS 

A key consideration in determining the ultimate magnitude and timing of the RPS is the 
potential to achieve the goal within the desired timeframe. The Navigant Consulting study 
provides insight on this issue. The study shows that renewable energy could account for 5, 11 or 
24 percent of the IOUs' retail sales by 2020, depending on the assumed economic and policy 
scenario. Navigant Consulting found that only under the most favorable scenario for the 

56 




Docket No. 080503-EI 
Date: December 31, 2008 

development of renewable energy could a 20 percent RPS be expected to be achieved by 2020. 
As discussed above, current economic and policy conditions would generally fall into Navigant 
Consulting's unfavorable scenario for renewable energy development. Navigant Consulting's 
conclusion must therefore be viewed only as the upper bound or maximum possible renewable 
development under the most favorable assumptions. 

Staff notes that the ease of achieving 20 percent renewables will be affected if the 
resources eligible for compliance are altered. For example, if eligible resources are expanded to 
include clean energy resources, as discussed in Issue 3, it could be expected that the 20 percent 
goal would be more easily and quickly achieved by the IOUs. Therefore, the magnitude and 
timing of the ultimate standard should be revisited if the eligible resources change, such as by 
including an clean energy resources. 

A second consideration involves the effect of the timing of the ultimate goal on the cost 
of achieving the goal. As shown in Table I from staffs presentation at the December 3, 2008 
workshop, a near-term RPS of 20 percent would significantly increase the cost of compliance. 
All else being equal, advancing the schedule from 2041 to 2020 would be expected to increase 
the costs of achieving a 20 percent goal by approximately $10 billion NPV. The cost impact to 
ratepayers could be ameliorated through adjustments to the rate cap. This, however, could 
impact the potential for IOUs to achieve the RPS requirements. 

Conclusion 

Staff recommends an RPS of 20 percent by 2041. If the Commission alters the RPS 
percentages and timing from the October 14, 2008 draft rule, consideration must be given to 
available and projected renewable resources, and the interrelated policy options. These policy 
options will affect the ability to achieve the goal and impact the compliance costs recoverable 
from the ratepayers. 

B. Rate Cap 

Since the cost of certain renewables is likely to be higher than conventional technologies, 
particularly in the early years of development, staff believes it is essential to include some form 
of cost containment measure in the RPS policy. In addition, Section 366.92(3)(b)2, F.S., 
provides that noncompliance with the RPS can be excused if the cost of compliance was "cost 
prohibitive." The draft rule limits ratepayer cost exposure through a rate cap based on a 
percentage of retail sales. This cap performs the dual functions of: (1) minimizing RPS 
compliance costs to ratepayers, and (2) providing an excusal for the IOU in the event that 
compliance costs are excessive and prevent the IOU from meeting the RPS. 

In this rule making process, OPC, other consumer advocates, and utilities suggested a rate 
cap of 1 percent of annual retail revenues. The environmental advocates and renewable energy 
producers commented that a I percent rate cap is too low to fully encourage the development of 
renewables in Florida. These parties recommended increasing the rate cap to as high as 5 
percent, or removing the rate cap altogether. As an example of the various rate caps suggested 
by the parties, Table 2 displays 1 to 5 percent of each IOU's annual 2007 revenues. 

57 




Docket No. 080503-EI 
Date: December 31, 2008 

Table 2 
Rate Caps Associated with 2007 IOU Revenues 

1% Retail 
Sales 

2% Retail 
Sales 

(Draft Rule) 

3% Retail 
Sales 

4% Retail 
Sales 

5% Retail 
Sales 

FPL $112,648,020 $225,296,040 $337,944,060 $450,592,080 $563,240,100 
FPUC $564,089 $1,128,178 $1,692,267 $2,256,356 $2,820,445 
Gulf $10,282,092 $20,564,184 $30,846,276 $41,128,368 $51,410,460 
PEF $41,383,779 $82,767,558 $124,151,337 $165,535,116 $206,918,895 
TECO $20,410,858 $40,821,716 $61,232,574 $81,643,432 $102,054,290 
Total: $185,288,838 $370,577,676 $555,866,514 $741,155,352 $926,444,190 

The October 14, 2008 draft rule contains a rate cap of 2 percent, which would provide a 
total of over $370 million toward compliance costs for the five IOUs in the first year of an RPS. 
This annual amount would move over time in concert with retail revenues. Through 2020, a 2 
percent rate cap would amount to approximately $4.4 billion (nominal) above utility cost of 
generation. 

Staff notes that the draft rule contains the flexibility for the Commission to adjust the rate 
cap over time if appropriate. However, the cap must be set high enough for the RPS goals to be 
achieved, particularly in the initial years of the RPS, prior to the Commission's first review 
proceeding. If the Commission determines over time that the 2 percent cap (or other initial cap 
value) is too low for the IOUs to meet their goals, the Commission may increase the cap in the 
periodic review proceeding that would occur at least once every five years. 

In setting the appropriate initial rate cap, it is important to recognize the interrelationship 
between the costs of an RPS and other key policy decisions within the rule. As discussed above, 
a more aggressive RPS in terms of magnitude and timing will require higher costs for ratepayers, 
particularly in the early years of an RPS as the market for renewables develops. Thus, a more 
aggressive RPS will require a higher initial rate cap in order to improve the likelihood of 
compliance. As discussed in Issue 3, the costs of an RPS may be reduced by increasing the 
eligible resources; for example, by including energy efficiency and nuclear energy. Increasing 
the eligible resources may therefore reduce the required initial rate cap. Finally, as noted above, 
Section 366.92(3)(b)2, F.S., provides that noncompliance with the RPS can be excused if the 
cost of compliance was "cost prohibitive." If the rate cap is set too low, there will be more IOU 
requests for excusal based on this standard. 

At the December 3, 2008 workshop, staff provided an analysis of the percentage of 
revenues necessary to achieve various RPS rollout strategies. In its analysis, staff evaluated 
three resource options: (1) all solar, (2) all biomass, and (3) 25 percent solar and 75 percent 
biomass. Each resource option was evaluated under three alternative RPS requirements: (1) 20 
percent RPS by 2020, (2) 20 percent RPS by 2030, and (3) 20 percent RPS by 2041. The results 
of staff's analysis are contained in Table 3. 
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Table 3 
Estimates of % Rate Cap Required 

Under Alternative RPS RoJIout Strategies 
20 % by 2020 20 % by 2030 20 % by 2041 

All 
Solar 

All 
Biomass 

25175 
Split 

All 
Solar 

All 
Biomass 

25175 
Split 

All 
Solar 

All 
Biomass 

25175 
Split 

2008 4% 1.5% 2% 4% 1.5% 2% 4% 1.5% 2% 

2020 21% 6.5% 10% 13% 4% 6% 10% 3% 5% 

The results of staffs analysis show the interrelationship between the rate cap required 
and the timing ofthe RPS, as well as the eligible resources. For example, the October 14,2008 
draft rule contains an RPS of 20 percent by 2041 with a 25175 split between solar and biomass. 
This scenario can be achieved with an initial 2 percent rate cap, as contained in the October 14, 
2008 draft rule, increasing to a 5 percent rate cap in 2041. However, if the 25175 resource split is 
maintained and the 20 percent standard is moved up to 2020, the required cap increases from 5 to 
10 percent. Staffs analysis also shows that including low-cost renewables can reduce the 
required rate cap. For example, a 20 percent RPS by 2020 with all solar would require a 21 
percent rate cap, while the same RPS with lower cost biomass would only require a 6.5 percent 
rate cap. 

Conclusion 

Staff continues to believe that a rate cap is necessary to protect ratepayers from undue 
rate increases associated with the RPS, particularly in the early years as the market for 
renewables develops in the state. Staff recommends that the 2 percent rate cap in the draft rule is 
appropriate if the Commission does not significantly alter the related issues in the rule, such as 
the RPS schedule or eligible resources. A 2 percent cap would provide over $370 million 
annually toward compliance costs for the IOUs based on 2007 revenues, and would change over 
time with retail revenues. The draft rule also contains the flexibility for the Commission to alter 
the cap over time if appropriate. 

C. Mandatory Standards or Aspirational Goals 

Staff interprets Section 366.92, F.S., as requiring mandatory RPS standards. First, the 
statute mandates that the Commission's draft rule must require each IOU to supply a minimum 
level of renewable energy to its customers. Next, the statute requires the draft rule to include 
appropriate compliance measures and excusal provisions for non-attainment of the RPS 
requirements. Based on discussions at the rule development workshops, provisions were 
included in the October 14, 2008 draft rule allowing the Commission to assess penalties to an 
IOU that does not meet the RPS requirements. The Commission may assess a penalty of up to 
50 basis points which will be paid from stockholder funds. However, as required by the statute, 
the draft rule provides that the Commission may excuse the IOU from compliance if sufficient 
RECs are not available, or if compliance is cost-prohibitive. These draft rule provisions would 
ensure that the RPS requirements of 20 percent by 2041 are mandatory. As such, the October 14, 
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2008 draft rule reflects an RPS strategy that is both realistic in its expected outcomes as it is 
demanding on the expected performance by the IOUs. 

Mandatory compliance requires some form of penalties or alternative compliance 
payments (ACPs). ACPs are discussed in policy option H. Mandatory goals provide more 
incentive for obligated utilities to perform but may increase costs above an acceptable level if 
implemented without appropriate safeguards. In contrast, aspirational goals will reduce price 
pressure in the market for renewables but will also result in market uncertainty for renewables, 
which may lead to reduced investment. 

The penalty provision in Subsection (5)(b) of the October 14,2008 draft rule provides for 
a penalty of up to 50 basis points if an IOU fails to meet or exceed the RPS requirements and has 
not received excusal based on the conditions specified in Subsection (5)(c). The Commission 
may assess a penalty of up to 50 basis points which will be paid from stockholder funds. Table 4 
below displays the 2007 revenues representing 50 basis points for each IOU. 

Table 4 
2007 IOU Revenues 

50 Basis Points 
FPL $54,649,664 

FPUC $115,320 
Gulf $5,538,382 
PEF $20,927,660 

TECO $9,965,900 

Source: Utility surveillance reports, December 2007. 

Section (7) of the draft rule requires that penalty funds shall be refunded to the ratepayers 
through a credit to the RECR. Staff believes that a penalty will not be effective unless it is paid 
by the IOU's stockholders. Further, it is appropriate to return these funds to the ratepayers 
because if a utility fails to comply, ratepayers will not receive all of the benefits associated with 
development of a renewable market in Florida. 

If, however, the Commission decides to establish a more aggressive RPS, such as 20 
percent by 2020, the potential cost and difficulty of achieving such goals are heightened. Many 
renewable technologies can take years to site and build, while other technologies remain in the 
developmental stages. Therefore, a more aggressive RPS will reduce the likelihood that IOUs 
can meet their obligations, and could be expected to increase ratepayer costs. An additional 
interrelated issue involves the inclusion of clean energy resources in the RPS, as discussed in 
Issue 3. If the Legislature chooses to amend Section 366.92(2), F.S., to expand the eligible 
resources to include, for example, nuclear energy, a more aggressive RPS schedule would be 
more easily met by the IOUs at lower potential costs. Therefore, increasing the eligible 
resources would mitigate the concerns of a more aggressive schedule combined with a 
mandatory RPS and the potential for penalties. 
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The Navigant Consulting study results show that an aggressive RPS is feasible only 
under the most favorable economic scenario for renewable energy, which includes a 5 percent 
rate cap. As such, the penalty provisions of the draft rule may need to be relaxed, thus making 
the RPS requirements more aspirational in nature. The December 3, 2008 draft rule, which 
includes an RPS of 20 percent by 2020, does not include penalties due to the aggressive nature of 
these requirements. 

Conclusion 

If the Commission establishes a more aggressive RPS with renewable resources 
identified in the statute, this may necessitate review of the penalty provision. A more aggressive 
RPS may require the penalty provision to be relaxed or eliminated. 

D. Frequency ofReview 

In order to fully balance the interests of encouraging renewables while protecting 
ratepayers, the RPS rule must contain a process for Commission review on a regularly scheduled 
basis and as conditions warrant. The draft rule provides that the Commission will review, and if 
appropriate, modify the RPS rule at least every five years, which is similar to the timing of 
review of the Commission's conservation goals. This process for review will also allow the 
Commission to repeal or amend the rule in the event that a new provision of federal law 
supplants or conflicts with the rule. The draft rule further provides that any IOU or other 
substantially interested person may petition the Commission at any time to initiate a proceeding 
to modify the RPS or other aspect of the rule. 

The review proceeding will provide the Commission with a forum to examine the overall 
success of the RPS rule in encouraging the development of a renewable market in Florida and the 
impact on ratepayer costs. In each regularly scheduled proceeding, the Commission will have at 
its disposal data from the five previous years on utility RPS compliance and the related costs, as 
well as an updated analysis of the technical and economic potential for Florida renewable energy 
resources. These data, coupled with information from the utilities' Ten-Year Site Plan, will 
provide the Commission with the necessary information to fully evaluate: (I) whether the RPS 
standards or other aspects of the design of the rule should be modified; (2) whether utility RPS 
compliance actions over the previous five years were appropriate, within the context of the 
development of the Florida renewable market; and (3) whether any changes in federal law 
require a modification to, or repeal of, the RPS rule. 

Some stakeholders have argued that a shorter time period between review proceedings is 
needed, at least in the first years of the RPS. Sunshine State Solar Power and FPL recommend 
that the time line should be every three years, rather than every five years. The Florida Solar 
Coalition (FSC) suggests that the Commission should review and revise the RPS at least once 
every two years for the first eight years of the standard. FSC believes that a shorter time period 
is needed for the Commission to respond more rapidly to the developing market for renewable 
resources. Southern Alliance for Clean Energy suggests that reviews should be held every three 
years for the first two proceedings and approximately concurrent with the conservation goals 
proceedings thereafter. 
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Conclusion 

Staff believes a five-year regularly scheduled review coupled with the opportunity for 
parties to petition the Commission to initiate a review proceeding at any time is sufficient for the 
Commission to monitor the RPS under the October 14, 2008 draft rule. Further, the annual 
reports required by the IOUs on renewable activity will help the Commission determine whether 
a review is warranted between regularly scheduled proceedings. Care must be taken that 
sufficient time is allowed throughout the process for the IOUs to establish their plans and 
procedures to implement compliance with the RPS. More frequent reviews could result in a 
constantly changing RPS and lead to regulatory uncertainty for the IOUs and the renewable 
industry. 

However, if the Commission makes changes to the draft rule which alter some key policy 
decisions, a more frequent review may be necessary. For example, if the Commission chooses a 
more aggressive timeline to reach a 20 percent RPS standard, a more frequent review, such as 
every three years, is appropriate to ensure that the IOUs are making sufficient progress in order 
to meet the more aggressive target. 

E. Solar and Wind Carve-Out 

Section 366.92, F .S., authorizes the Commission to provide added weight to solar PV or 
wind energy in the RPS rule. After consideration of other options, a 25 percent carve-out for 
compliance with the RPS for all solar resources, including solar PV and thermal, and wind 
energy was included in the draft rule provided in the October 14, 2008 Agenda conference. Staff 
believes that the inclusion of solar thermal technologies is appropriate because it conforms with 
the intent of Section 366.92, F .S., when it is read in its entirety, and will potentially reduce costs 
for ratepayers. The draft rule defines Class I resources as solar and wind, while the remaining 
renewable resources constitute Class II resources. The draft rule also provides added weight to 
solar and wind through the rate cap provision. Specifically, 75 percent of the revenues 
associated with the 2 percent rate cap would be dedicated to Class I resources, with the balance 
dedicated to Class II resources. 

Providing added weight to solar and wind recognizes the ability of these resources to 
meet the legislative intent to improve environmental conditions. While other renewables may 
also provide environmental benefits, the Legislature did not express a preference for other 
renewable resources. Another benefit of a solar and wind carve-out is the potential to place 
downward pressure on the cost of these technologies over time. 

Because solar and wind are currently higher cost resources, in the absence of a carve-out 
IOUs would choose lower cost renewable resources to comply with the RPS. OPC and AARP 
oppose a carve-out because they believe the lowest cost renewable resources should be utilized 
to comply with the RPS requirements. Navigant Consulting verifies that solar and wind are 
higher-cost resources. The mid-favorable scenario without RECs projects solar costs for ground­
mounted solar PV ranging from $28.80/MWh in 2009 to $22.50IMWh in 2020. Similarly, 
onshore wind, which the study estimates has significantly limited potential, ranges from 
$ 16.901MWh to $16.70IMWh over the same period. For comparison, waste-to-energy costs run 
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from $12.20IMWh to $15.20IMWh during that timeframe, while direct combustion of solid 
biomass runs from $10.30/MWh to $11.90/MWh. 

Conclusion 

Staff recommends a carve-out for solar and wind of25 percent ofthe RPS and 75 percent 
of the rate cap. If a more aggressive RPS is established, such as 20 percent by 2020, a carve-out 
could have a more significant impact on Florida ratepayers and the ability ofthe industry to meet 
the demand. Thus a carve-out may not be appropriate as part of a more aggressive RPS strategy. 

F. Renewable Energy Request for Proposal,'! (RFP) 

In the October 14, 2008 draft rule, an RFP is required every two years to ensure that 
IOUs select the most reliable and cost-effective renewable energy resources in a negotiated 
contract marketplace. The IOUs would evaluate individual proposals in order to secure the most 
reliable and cost-effective portfolio of renewable resources. The results of the RFP would be 
included in each IOU's Ten-Year Site Plan. Also, any renewable capacity andlor energy 
acquired as a result of the RFP process would be incorporated into the IOU's IRP. Thus, the 
need for new power plants could be reduced by: (l) savings from energy efficiency programs, 
and (2) cost-effective renewable purchases. The RFP framework would utilize a market-based 
approach to encourage renewable developers to participate in the Florida market. Also, the 
Renewable RFP would provide the IOU and the Commission with information to evaluate the 
cost-effectiveness and need for a self-build renewable option. 

The Renewable RFP would be in addition to the opportunity for individual negotiations 
between renewable developers and the IOUs, as well as the renewable energy standard offer 
contracts required by Rule 25-17.200-.310, F .A.C. Pursuant to Rule 25-22.082, F .A.C., IOUs 
are required to issue an RFP prior to seeking a need determination for power plants subject to the 
Power Plant Siting Act. Such an RFP is to ensure the utility has adequately considered 
purchased power as an alternative to constructing a major generation addition. Some utilities 
have also issued separate RFPs targeting renewable resources. However, the responses to these 
renewable-only RFPs were not sufficient to defer the capacity need nor were the responses cost­
effective compared to the utility's self-build option. 

Conclusion 

Staff recommends the RFP provisions of the October 14, 2008 draft rule be included in 
the Commission's draft rule. An alternative to this approach is in the December 3, 2008 draft 
rule which would require an RFP only prior to the construction of a utility self-build option to 
avoid gaming in the standard offer contract market. This is discussed further in Issue 2. 
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G. Cost Recovery 

Section 366.92(3)(b)l, F.S., provides the Commission with rulemaking authority for 
annual recovery of costs associated with the RPS. However, the statute does not specify the 
ratemaking mechanism for recovery of these costs. The October 14,2008 draft rule establishes a 
new cost recovery clause, the RECR clause, for the recovery by each IOU of all reasonable and 
prudent costs associated with: (1) the construction, operation and maintenance of renewable 
energy resources by an IOU (self-build projects); (2) the purchase of capacity and energy from 
renewable facilities; and (3) the purchase of RECs and the associated administrative costs of the 
Florida REC market. Pursuant to the draft rule, the Commission would conduct the annual 
RECR clause proceeding during the November hearing at which time the other electric cost 
recovery clauses are examined. The timing and filing requirements for cost recovery through the 
RECR clause, including projection and true-up filings, are based on those contained in the 
Commission's existing Energy Conservation Cost Recovery clause procedures. 

With the new clause, all costs associated with renewables will be reviewed in one 
proceeding. In this way, the total costs for each IOU to comply with the RPS are easily 
identifiable and fully transparent to the Commission and other stakeholders. The RECR clause 
will facilitate the Commission's ability to track the compliance costs for the RPS and to evaluate 
all cost recovery issues associated with renewable energy. Further, the annual RECR proceeding 
would be a dedicated forum for all interested parties to fully vet issues involving renewable 
energy, such as rewards and/or penalties for IOU compliance with the requirements ofthe RPS. 

As described previously, staff has modified the October 14,2008 draft rule to include a 
Renewable Energy Charge. This charge would represent the incremental costs of IOU self-build 
renewables and purchases of RECs from non-utility renewables as a separate line-item on 
customer bills. As part of this change, the RECR charge would no longer be a separate line-item. 
Thus, only the incremental cost of compliance with the RPS would appear on customer bills. 

Alternatives to RECR 

If the Commission does not approve the use of a dedicated clause, the costs associated 
with the provision of renewable energy would be recovered through several mechanisms in 
different proceedings. The purchase of capacity and energy from renewable facilities through 
negotiated and standard offer contracts would continue to be recovered through the Fuel clause. 
The IOUs' self-build renewable projects would be recovered through base rates established in a 
rate case proceeding, or through a limited proceeding pursuant to Section 366.076, F .S., which 
would be focused only on the rate increase resulting from the addition of the renewable project to 
rate base. Currently, there is no mechanism for the recovery of the cost ofpurchasing RECs and 
the associated administrative costs. These costs could be recovered through the ECRC similar to 
the treatment allowed by Section 366.92(4), F .S., of the 110 MW of renewable energy projects 
that are zero greenhouse gas emitting at the point of generation. 

As mentioned above, absent a dedicated clause, the costs of utility self-build renewable 
energy projects would be recovered through base rates in a rate case proceeding or in a limited 
proceeding. Electric rate case proceedings are governed by Sections 366.041 and .06, F .S.. A 
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rate case proceeding involves a detailed analysis of a utility's revenues, total investment, 
operation and maintenance expenses, taxes, and cost of capital. In a rate case, the Commission 
determines a utility's appropriate level of rate base, expenses, ROE, and ultimately rates to its 
customers. The utility is required to file a large volume of data and information that is closely 
scrutinized by the Commission and intervenors in the case. The rate case proceeding normally 
takes eight months to complete, often involving a full evidentiary hearing. 

Given the regulatory lag involved in a rate case proceeding, recovery of utility self-build 
renewable energy projects in base rates may be a disincentive for utilities to build renewable 
projects in Florida. Allowing recovery of prudent costs associated with utility self-build projects 
through an annual clause mechanism would remove this disincentive. 

However, the recovery of self-build renewable projects through a full rate case 
proceeding ensures that only the costs of the project that are needed in order to allow the utility 
the opportunity to earn a fair rate of return on its investment are passed on to the ratepayers. As 
explained above, a rate case involves a detailed analysis of all of a utility's investment and 
expenses, not just those associated with renewable projects. Depending on a utility's specific 
earnings position and level of revenues and expenses, it could be able to absorb some or all of 
the costs of a self-build renewable project and still be able to earn within its last authorized rate 
of return. If so, the level of costs of the self-build project allowed to be passed on to the 
ratepayer would be less than the amount that would be recovered through an annual clause 
mechanism. 

A limited proceeding is an alternative to a full rate case proceeding to recover the costs of 
self-build renewable projects. A limited proceeding is typically focused on a single element of a 
utility'S cost of service, and may entail less time and expense for all parties than a full rate case 
proceeding. However, the issues in a limited proceeding may be expanded by the Commission 
on its own motion or at the request of other interested parties in the proceeding. If issues other 
than the addition to rate base of a self-build renewable project are considered, then the cost and 
perhaps time to process the case would be increased. 

Conclusion 

Staff recommends the draft rule include the RECR as a mechanism for the Commission 
to consider the full cost of renewable energy. The Renewable Energy Charge represents the 
incremental costs of IOU self-build renewables and purchases of RECs from non-utility 
renewables as a separate line-item on customer bills. If the Commission elects not to establish a 
new dedicated clause for the recovery of costs associated with the purchase and provision of 
renewable energy, the only costs that would need to be addressed in the draft rule are those 
associated with the RECs and the administrative costs of the market. 
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H. Rewards and Penalties 

Section 366.92, F.S., gives the Commission rulemaking authority to establish incentive­
based adjustments to authorized rates of return on common equity to IOUs to incentivize the 
development of renewable resources. The statute also requires the draft rule to include 
appropriate compliance measures and excusal provisions for non-attainment of the RPS 
requirements. In order to provide incentives to achieve these standards, the draft rule provides 
for the following rewards and penalties: 

• 	 IOUs are allowed to earn a ROE for self-build renewables, including a return on the 
additional capital costs associated with building renewables, and recover these costs 
through a separate cost recovery clause; 

• Any IOU failing to meet the RPS standards shall be subject to a penalty up to 50 basis 
points of the utility's approved ROE. 

An alternative to the approach above is included in the December 3, 2008 draft rule 
which provides for an ROE reward, not to exceed 25 basis points, to IOUs which meet or exceed 
the RPS requirements. This draft rule does not include penalties for non-compliance because of 
the aggressive nature of the RPS requirement, which is 20 percent by 2020. 

At the December 3, 2008 Commission workshop, information was provided on ACPs as 
a means of: (1) ensuring compliance with the RPS~ (2) establishing a maximum price for RECs 
and thus an RPS cost containment mechanism; and (3) acting as a funding source for a public 
benefits fund (PBF). An ACP is a payment a utility can make in lieu of purchasing or producing 
a REC to achieve compliance with an RPS in a given year. An RPS strategy that features an 
ACP provides the utility flexibility to: (1) pay the ACP; (2) purchase the required RECs or 
energy; or (3) utilize energy from utility-owned renewable facilities to comply with the RPS 
requirements. 

In many states, the funds collected through an ACP are directed to a PBF. These funds 
are typically directed to a designated agency to administer for a pre-determined purpose. Most 
PBFs are used for: 

• 	 Renewable energy development 
• 	 Energy efficiency programs 
• 	 Low-income energy assistance 
• 	 Public energy education 
• 	 Research and development of renewable energy resources 

Staff does not believe an ACP should be recommended to the Legislature as part of an 
RPS strategy. ' The penalty provision contained in the draft rule is a more appropriate 
enforcement mechanism for the RPS. As discussed above, staff believes that any necessary 
penalties for unexcused non-compliance should be paid by an IOU's shareholders, rather than its 
ratepayers, as in an ACP. Further, staff notes that there is no statutory provision for directing 
ratepayer funds collected through an ACP toward a PBF. Section 366.92, F.S., does not provide 
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express authority for the use of any funds collected through an ACP by the Commission, another 
state agency, or a third-party for any purpose. The Commission may have statutory authority to 
direct funds collected through an ACP toward the state's general revenue fund; however, staff 
does not believe this is an appropriate use of ratepayer funds. There is no guarantee that these 
general revenue funds would be appropriated toward the development of renewable resources. 
Staff believes there is no justification for taking funds from ratepayers through an ACP unless 
these funds are used to support renewable resources. If, however, the Commission determines 
that an ACP or PBF are warranted, the Commission should notify the Legislature that statutory 
changes are needed. 

Conclusion 

The penalties contained in the October 14, 2008 draft rule are an appropriate compliance 
mechanism. If, however, the Commission determines that an ACP or PBF are warranted, the 
Commission should notify the Legislature that statutory changes are needed. 

V. Summary of Issue 1 

The Commission should submit to the Legislature the October 14, 2008 draft rules as one 
alternative for consideration. Staff would recommend, however, the modifications to the draft 
rule as discussed in the staff analysis and shown in Attachment A in type and strike format. The 
Commission may also decide to consider further revisions to the draft rule which are presented 
as policy options in Section IV of the staff analysis and based on the Commission's direction at 
the October 14, 2008 Agenda Conference. The October 14, 2008 draft rules would set a 
reasonably achievable RPS of 20 percent by 2041 with a 2 percent rate cap and would establish a 
market-based approach to compliance through an inclusive REC-based marketing system. 
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Issue 2: Should the Commission submit to the Legislature draft Rule 25-17.400, F.A.C., entitled 
Florida Renewable Portfolio Standard, which requires investor-owned utilities to establish 
standard offer contracts for each major segment of the renewable energy resource market in 
order to facilitate meeting the RPS standards, as set forth in Attachment B? 

Recommendation: Yes. The Commission should submit Rule 25-17.400, F .A.C. requiring the 
establishment of standard offer contracts for each segment of the renewable energy resource 
market as another alternative for consideration by the Florida Legislature. However, as 
discussed in Issue 1, staff recommends that the RPS be set at 20 percent by 2041 with a 2 percent 
rate cap. (Ballinger, Futrell) 

Staff Analysis: During the Commission workshop on December 3, 2008, the Commission 
instructed staff to explore, as an alternative, the use of standard offer contracts to implement an 
RPS. The salient features of such a proposal would be: 

• 	 An implementation target of 20 percent by 2020 
• 	 A rate cap of 2 percent 
• 	 Avoided cost plus model 
• 	 Standard offer contracts for utility purchases from a non-utility renewable energy 

resource 
• 	 Utility self-build option 
• 	 Rebates for solar photovoltaic and thermal systems 

The advantages of establishing standard offer contracts as a means of implementing an 
RPS include utilization of the Commission's existing framework of avoided cost pricing as a 
building block to which a monetized value of renewable attributes (i.e., fuel diversity, economic 
development, and environmental benefits) would be added. Assigning and adding a value of 
renewable attributes to the avoided costs associated with renewable energy purchases coupled 
with a revenue requirement cost cap will meet the statutory requirements of Section 366.92, F.S., 
to promote the development of renewable energy, manage the cost of compliance with the RPS, 
and minimize the costs of power supply to electric utilities and their customers. Since this 
approach is based largely on existing regulatory mechanisms, it would result in an RPS program 
that is well understood, flexible, and could possibly avoid substantial delay and cost in 
implementing the RPS. 

In the draft rule strategy discussed at the December 3, 2008 Commission workshop, 
compliance with the RPS is based primarily on renewable energy produced by IOU self-built 
renewables and purchases from non-utility renewable energy resources through standard offer 
contracts. Standard offer contract purchases would be priced at the lOU's avoided cost plus a 
"cost added" for renewable attributes. A separate standard offer contract would be established 
for each of the following classes of renewables: (1) solar photovoltaic; (2) solar thermal; (3) 
wind; (4) biomass, including municipal solid waste; and (5) industrial waste heat, including 
waste heat from sulfuric acid manufacturing operations. The "cost added" for renewable 
attributes for each class of renewables would be determined separately in evidentiary hearings 
based on the level of support required to make each technology financially feasible. 
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In addition to renewable energy generated or purchased by an IOU, the renewable 
attributes associated with certain demand-side renewable generation would also count toward 
compliance with the RPS. First, the renewable attributes associated with self-service renewable 
generation produced by large commercial and industrial customers, greater than 2 MW, would 
qualify to be sold pursuant to a standard offer contract with payment for renewable energy 
attributes only. The renewable attributes associated with renewable energy produced by smaller 
customers, less than 2 MW, receiving the benefits of net-metering would also count toward 
compliance with the RPS. Because of the benefits already received from net-metering, these 
customers would not receive any additional payment for their renewable attributes. However, to 
further promote the development of solar renewables, a rebate program for demand-side solar 
photovoltaic and solar thermal installations less than 2 MW in size would be established. The 
renewable attributes from customers receiving a solar rebate from an IOU would count toward 
compliance with the utility's RPS. 

While compliance with the RPS under this strategy would be met by the production or 
purchase of renewable energy or attributes, RECs would also be assigned for each megawatt­
hour of renewable energy produced. The RECs would become the property of the utility and 
would be available for resale in voluntary out-of-state REC markets. The revenues from the sale 
of RECs would be shared between ratepayers and stockholders on an 80/20 split. 

Further, in order to promote the development of demand-side solar systems, staff 
recommends that 5 percent of the rate cap be devoted to IOU rebates for the installation of small 
demand-side solar thermal and photovoltaic systems. This would provide an option for an 
alternate funding source for the rebates currently offered by the Governor's Energy Office. 

The magnitude and availability of the solar rebates would be identical to, and a substitute 
for, those currently offered by the Governor's Energy Office and are as follows: 

Table 5 
Solar Rebates Currently Offered by the Governor's Ener~ Office 

Class Solar Pool Heater Solar Water Heatin2 Solar Photovoltaic 
Residential 

$100 per installation $500 per installation 
$4 per Watt 

(2 kW min size) 
Residential Maximum 
Rebate $100 per installation $500 per installation 

$20,000 per 
installation 

Commercial 
Not Applicable $15 per 1,000 BTU 

$4 per Watt 
(2 kW min size) 

Commercial 
Maximum Rebate Not Applicable $5,000 per installation 

$100,000 per 
installation 

In order to flesh-out the above proposal, staff has drafted rule language contained in 
Attachment B. Staff is proposing the rule as a complete RPS strategy. However, any decisions 
the Commission makes regarding the policy options discussed in Issue 1 may be applied to the 
appropriate sections of this rule. A summary of the draft rule is as follows: 
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Rule 17.400, F .A.C., Florida Renewable Portfolio Standard 

Application and Scope - Periodic Commission review of the RPS standards would be shortened 
from 5 years to 3 years. 

Definitions - The definitions of Class I (solar and wind) and Class II (all other renewables) have 
been deleted. Separate standard offer contracts will be established for each major category of 
renewables. 

Renewable Portfolio Standards 
(a) Establishes an RPS of 20 percent of prior year's retail electricity sales from 

renewables by January 1, 2020. The RPS starts at 4 percent by January 1, 2010, which is 
approximately the current total energy provided to investor-owned utilities estimated by 
Navigant and includes existing firm contracts, as-available energy purchases, self-service, and 
net metering from renewables. 

(b) Periodic Commission review of the RPS would be shortened from 5 years to 3 years. 
As with the recommendation in Issue 1, an IOU or substantially interested party may petition the 
Commission for a review of the RPS at any time. Any modification to the RPS or their 
implementation must be prospective only and shall not affect previously approved contracts and 
commitments. 

(c) As part of any review of the RPS, each utility shall provide an analysis of the 
technical and economic potential for each Florida renewable energy resource. (No change from 
Issue 1) 

Compliance 
(a) Compliance with the RPS is based on : 
1. energy produced by an investor-owned self-built Florida renewable energy resource; 
2. energy purchased by an investor-owned utility from a Florida renewable energy 
resource through a Commission approved standard offer contract; 
3. the unbundled renewable energy attributes associated with the energy produced by a 
self-service Florida renewable energy resource purchased by an investor-owned utility 
through a Commission approved standard offer contract; 
4. the unbundled renewable energy attributes associated with the energy produced by a 
customer receiving electric service under a net-metering arrangement pursuant to Rule 
25-6.065, F.A.C.; and 
5. the unbundled renewable energy attributes associated with the energy produced by a 
customer receiving a rebate for the installation of a customer-owned solar energy system 
pursuant to the provisions of subparagraph (4)(e) of the draft rule. 
Renewable energy or renewable energy attributes credited toward compliance with the 
RPS can not be credited toward any other purpose, such as in meeting the Commission 
FEECA conservation goals. 

(b) Investor-owned utilities are required to make a good faith effort to comply with the 
RPS percentage and timing. The Commission may provide rate of return on equity incentives, 
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not to exceed 25 basis points, to utilities which meet or exceed the RPS. No provision for 
penalties for not attaining the goals is recommended because of the aggressive nature of the 20 
percent by 2020 standards. An IOU may be excused from compliance in any year upon a 
showing that: 

1. the supply of renewable energy or renewable energy attributes is not adequate to 
satisfy the RPS, or 
2. the cost of securing renewable energy or renewable energy attributes exceeds the 
incremental cost cap established in subparagraph (4)(d). 
(c) The cost of compliance is defined as the incremental cost associated with producing 

or procuring renewable energy which exceeds the costs to the utility of electric energy or 
capacity, or both, which but for the production or purchase of renewable energy the utility would 
generate itself or purchase from another source. 

(d) A Renewable Energy Charge, which represents the cost of compliance, is initially set 
at 2 percent of each investor-owned utility's annual revenue from retail sales of electricity for the 
prior year. The Commission may increase or decrease, but not below two (2) percent, the 
compliance Renewable Energy Charge annually in the Renewable Energy Cost Recovery clause, 
taking into consideration prevailing economic conditions and rate impacts. Should the RPS rule 
be repealed because of other State or Federal legislation, costs associated with previously 
approved standard offer contracts would continue to be eligible for recovery from ratepayers. 

(e) A total of 5 percent of the Renewable Energy Charge is to be used for residential and 
commercial solar rebates. The level of the rebates is taken from the current level of rebates 
offered by the Governor's Energy Office and assumes that funding for this program will be 
discontinued. 

Implementation 
(a) Within 90 days of the rule's effective date and every two years thereafter, each IOU 

would be required to file for Commission approval a standard offer contract with a minimum 
term of 10 years for each of the following types of renewable energy resources: 

1. solar photovoltaic; 
2. so lar thermal; 
3. wind; 
4. biomass, including municipal solid waste; and 
5. 	 industrial waste heat, including waste heat from sulfuric acid manufacturing 

operations. 
Capacity and energy payments would be made at the purchasing utility's full avoided 

cost pursuant to Rule 25-17.250, F.A.C. Payments for renewable attributes would be developed 
separately for each type of renewable energy resource in evidentiary hearings. In determining 
the additional financial support to be included in each standard offer contract, the Commission 
would take into consideration the levelized cost of the renewable energy resource and the need 
and avoided cost of alternative utility fossil fueled generation. In order to protect ratepayers, the 
cumulative total of above-avoided cost payments for renewable energy and renewable attributes 
is limited to the Renewable Energy Charge described in subparagraph (4)(d). 

(c) Demand-side renewable energy resources which have received incentives from a 
Commission approved FEECA conservation program will not count toward compliance with the 
RPS. 
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(d) Prior to constructing a self-build renewable energy resource, an investor-owned utility 
would be required to demonstrate that the self-build option was the most cost-effective 
alternative by issuing a request for proposals (RFP) for the purchase of renewable energy from 
other renewable energy resource alternatives. 

Renewable Energy Credits 
(a) Renewable energy credits (RECs) would be issued for each MWh (1,000 kWh) of 

renewable energy produced by a utility self-build option or non-utility renewable energy 
resource; including self-service generation, net metering, and small demand-side solar systems. 
RECs would not be used to comply with the RPS. The RECs would become the property of the 
utility and would be available for resale in voluntary out-of-state REC markets. The revenues 
from the sale of RECs would be shared between ratepayers and stockholders on an 80/20 split. 

(b) Each investor-owned utility would be responsible for the issuance, retirement, 
certification, and verification ofRECs generated within its service territory. 

Cost Recovery 
(a) As recommended in Issue 1, staff recommends the establishment ofa new Renewable 

Energy Cost Recovery (RECR) clause. An annual RECR cost factor would be determined in 
annual clause proceedings in November along with other cost recovery clauses. The RECR 
factor would include all reasonable and prudent costs associated with investor-owned utility self­
build renewables and purchases of energy and renewable attributes from non-utility renewable 
energy resources. For billing purposes, the RECR factor would be separated into two 
components: (1) the utility's avoided cost, and (2) the cost of renewable attributes; i.e., the 
additional cost of complying with the RPS. The cost of renewable attributes would be shown as 
a separate line item on customer bills as a Renewable Energy Charge. 

Reporting Requirements - Reporting requirements for renewable energy and renewable energy 
attributes produced by self-service, net metering, and small solar demand-side renewable energy 
resources has been added. 

Dispute Resolution 

Parties may seek resolution of disputes pursuant to eXIstmg Commission Rules 25­
22.032, F.A.C., Customer Complaints or 25-22.036, F.A.C., Initiation o/Formal Proceedings. 

Conclusion 

Staff recommends that the Commission submit to the Legislature Rule 25-17.400, F .A.c., 
as contained in Attachment B, requiring the establishment of standard offer contracts for each 
segment of the renewable energy resource market as one alternative for consideration. As 
discussed in Issue 1, staff recommends that the RPS be set at 20 percent by 2041 with a 2 percent 
rate cap. 
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Issue 3: Should the Commission recommend to the Legislature that the resources eligible to 
comply with the RPS include clean electric generating resources, and savings from supply-side 
and demand-side efficiency improvements? 

Recommendation: Yes. The Commission should recommend to the Legislature as an addition 
to the recommendations in Issues 1 and 2, that eligible resources in the existing statute be 
expanded to include: (1) energy from new nuclear facilities and uprates approved by the 
Commission since 2006; (2) energy from integrated gasification combined cycle with carbon 
capture and sequestration plans approved by the DEP; (3) energy savings from efficiency 
improvements to existing utility generation; and (4) savings associated with customer energy 
efficiency programs. (Rudd, Trapp) 

Staff Analysis: Section 366.92, F .S., outlines a specific set of resources eligible for compliance 
under the RPS. The definitions of "Florida renewable energy resources" and "Renewable 
Energy" include electrical, mechanical, or thermal energy produced from hydrogen, biomass, 
solar energy, geothermal energy, wind energy, ocean energy, waste heat, or hydroelectric power 
produced in Florida. If the Commission decides to establish a more aggressive RPS, such as 20 
percent by 2020, expansion of eligible resources would place downward pressure on the cost of 
compliance. Additional resources would increase the likelihood of achieving compliance with 
the RPS. Such a change would require legislative action to amend the resources eligible to 
counted toward the RPS. 

Staff recommends including the following resources in the statute: (1) energy from new 
nuclear facilities and uprates approved by the Commission since 2006; (2) energy from IGCC 
with carbon capture and sequestration plans approved by DEP; (3) energy savings from 
efficiency improvements to existing utility generation; and (4) savings associated with customer 
energy efficiency programs. These resources, along with renewable energy resources, would 
allow the IOUs to select the lowest-cost alternatives to meet the RPS requirements and meet the 
legislative intent to improve environmental conditions, encourage investment in the state and 
diversify the fuels used for electric generation, while minimizing costs to ratepayers. 

I. Components to Building an Energy Efficient Florida 

Pursuant to Section 366.03, F.S., each public utility has a statutory obligation to serve 
every customer within its service territory with reliable, safe, and affordable electric service. As 
the state's load and energy requirements continue to grow, Florida's utilities must continue to 
explore all measures to minimize the cost of serving their customers' needs. The following three 
components are critical to building an energy efficient Florida. 

A. Energy Efficiency, Conservation and Demand-Side Management (DSM) 

The first step toward building an energy efficient Florida begins with minimizing the load 
and energy requirements which the utilities must serve. Reduced load and energy requirements 
are essential in decreasing the burning of fossil fuels and deferring the need for additional 
generating capacity. Load and energy requirements are affected by many variables including 
population growth and weather patterns. Informed customer choice, however, serves as the 

73 




Docket No. 080503-EI 
Date: December 31, 2008 

foundation for wise energy use in order to reduce dependence on expensive fossil fuels and 
reduce greenhouse gas emissions. 

Utilities play an important role in educating consumers to make wise energy choices. 
Through energy efficiency programs, Florida's utilities can have a direct effect on customer 
energy usage patterns. Florida's IOUs reported more than $250 million in conservation-related 
expenditures in 2007, marking the highest expenditures since 1999. As discussed at the 
December 3, 2008 workshop, such expenditures are considered as part of the traditional IRP 
process. 

In addition, electric customers can contribute towards achieving an energy efficient 
Florida through buying smaller homes, owning energy-efficient appliances including air 
conditioning systems, and making energy-efficiency improvements to their homes to reduce 
energy losses. Looking forward to the future, technological advances such as "smart meters" 
could provide a gateway to transform the nature of energy generation and usage. These devices 
can remotely meter customer usage and provide price signals to individual locations. 
Empowering the consumer with this information will spur the development of new industries to 
further assist the consumer in using energy wisely. At the same time, utilities and their 
ratepayers will benefit from the real-time dispatchability of the customer's load. 

B. Renewable Generation 

Renewable generation is another key component of building an energy efficient Florida. 
Currently, approximately 1,000 MW of renewable generation are available in Florida. 
Historically, relatively high capital and operating costs as well as limited physical applications 
have hampered the development of renewable energy in the state under traditional IRP methods. 
However, the 2008 Ten-Year Site Plans indicate approximately 500 MW of new renewable 
capacity are presently planned by Florida's utilities through the year 2017. Current utility-owned 
generation is approximately 50,000 MW, so the contribution toward fuel diversification from 
renewable energy remains relatively smalL The RPS discussions in this docket are another effort 
to promote renewable generation resources in Florida, albeit outside of the IRP process. 

The Commission has taken steps to promote renewable generation on the customer's side 
of the meter as well. On April 7, 2008, Commission amendments to Rule 25-6.065, F.A.C., 
relating to interconnection and net metering of small customer-owned renewable generation, 
became effective. Such changes will promote the development of small customer-owned 
renewable generation by streamlining the interconnection process and allowing for monthly 
credits for excess on-site renewable generation on the retail customer's bill. 

C. Utility Generation, Generator Efficiency and Fuel Diversity 

Conservation, DSM, and renewable energy resources are socially desirable alternatives to 
utility generation. However, current projections indicate that the state's total energy 
requirements will surpass projected conservation, DSM, and renewable energy programs offered 
by Florida's utilities. Therefore, the addition of traditional generation capacity is necessary to 
satisfy reliability requirements. 
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When considering the addition of supply-side generation, Florida's electric utilities must 
evaluate many environmental, economic, and reliability issues as part of the IRP process. The 
modernization of existing generating units plays a key role in addressing each of these issues. 
Such projects may require the temporary removal of existing units, thus impacting reliability 
until the completion of the modernization. As discussed at the December 3, 2008 workshop, 
recent amendments to FEECA include the promotion of generator efficiency improvements. It 
should be noted that generator efficiency improvements are measured as a reduction of BTUs, 
not kWh. Therefore, the inclusion of generator efficiency improvements as an eligible resource 
would entail creation of a protocol to determine the equivalent energy savings. 

Fuel diversity is a strategic concern when the construction of new supply-side generation 
is necessary. Maintaining a balanced mix of fuel sources enhances the reliability of supply and 
allows utilities to mitigate the effects of volatile price fluctuations. The use of natural gas as a 
fuel has grown over the last 20 years and currently accounts for 38.8 percent ofthe state's energy 
needs. Because nuclear generation is one generating technology that provides base-load capacity 
yet produces no greenhouse gas emissions at the point of generation, it has become a cornerstone 
of an energy efficient Florida. Section 366.93, F.S., promotes investment, through annual cost 
recovery, for both nuclear and IGCC generation as a means to encourage a balanced fuel supply. 

II. Clean Energy Portfolio Standard (CEPS) 

An expansion of resources eligible for RPS compliance would create a "Clean Energy 
Portfolio Standard" (CEPS). A CEPS widens the playing field for energy sources, broadening 
the range of options to potentially lower-cost energy technologies and options. As a result, a 
CEPS could make it easier for Florida's IOUs to meet a more aggressive RPS. 

In its comments following the August 20, 2008 RPS workshop, FPL proposed broadening 
the RPS to include nuclear power. Nuclear power fits broadly into the category of "clean" 
energy sources due to its negligible GHG production at the point of generation. The FPL 
proposal suggested only the inclusion of new nuclear power, with a service date for a build or 
uprate of 2006 and after. Because existing nuclear power supplied over 13 percent of Florida's 
power in 2007, the inclusion of existing resources would do little to encourage development of 
new clean resources. A CEPS also might temper the construction of new renewables. For 
example, in FPL's post-workshop comments, its clean energy proposal, 20 percent by 2030 
would result in only 6.6 percent from renewables. 

IGCC is another potential resource for inclusion in a CEPS, especially if carbon capture 
technology can be implemented. While IGCC has high initial capital costs, its fuel price is 
comparatively low due in part to the large domestic supply of coal. The carbon capture 
technology to render IGCC truly "clean" by reducing or eliminating its carbon dioxide emissions 
has not yet been developed to a point where it is practically deployable, however. Nevertheless, 
IGCC remains a possibility for inclusion in a CEPS if the technology continues to develop in the 
future. 

An advantage of both nuclear power and clean IGCC capacity is that they have very high 
capacity factors, running at most hours of the day, year-round. As a result, a kW of nuclear or 
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IGCC capacity might produce as much as four times or more energy as an equivalent amount of 
solar or wind capacity, while meeting peak demand and serving reliability. Thus, these 
technologies potentially would have much more impact on replacing traditional fossil fuel 
generation and producing clean energy than renewable energy sources as currently defined in 
statute. 

A third option is the inclusion of some combination of conservation, energy efficiency, 
and demand-side management in the CEPS. Some other states include such measures as part of 
their RPS, either on equal footing with renewable energy generation or as a lesser tier or capped 
percentage within the standard. By broadening the statute to include such measures, the potential 
exists for lower-cost options to be included in the CEPS, thus lowering costs to ratepayers. 

Currently, the state of Florida includes all such measures as part of the FEECA goal­
setting process. However, it does not appear that including conservation in a CEPS would 
necessitate amendments to FEECA. Nevertheless, if such measures are to be included in a 
CEPS, the statute must be crafted in such a way that ensures that conservation measures in 
response to FEECA not be double-counted as part of the CEPS as well. 

The primary advantage of a CEPS is that it allows the IOOs to evaluate and select, as part 
of an IRP, the most effective options to meet customer needs that provides adequate, reliable 
service at the lowest possible cost. Also, under a more aggressive percentage target, such as 20 
percent by 2020, a CEPS would be more realistically achievable. A CEPS expands the options 
beyond an RPS to include potentially lower-cost technologies. Additionally, new nuclear 
construction already has cost recovery provisions under existing statutes, and thus its costs would 
not be counted under the proposed rate cap. 

The implementation of a CEPS would require legislative action. Section 366.92, F.S., 
which grants the Commission the authority to institute an RPS, contains language specifying the 
generation technologies allowed under a RPS. In order to establish a CEPS, amendments to 
legislation would be required to change all references from "Renewable Energy" in Section 
366.92, F.S., to "Clean Energy" and make the following changes in definitions: 

(2) As used in this section, the term: 

(c) "R~newable energy," means renev/able energy as defined in s. 366.91(2) (d). "Clean Energy," 

means electrical energy produced from a method that uses one or more of the following fuels or 

energy sources: hydrogen produced from sources other than fossil fuels, biomass, solar energy, 

geothermal energy, wind energy, ocean energy, er hydroelectric power, nuclear energy facilities 

or uprates approved by the Commission since 2006, integrated gasification combined cycle 

power with carbon capture and sequestration plans approved by the Florida Department of 
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Environmental Protection, or energy savings from efficiency improvements to existing utility 

generation. The term includes the alternative energy source, waste heat, from sulfuric acid 

manufacturing operations. The term also includes the energy savings from Commission-

approved energy efficiency, conservation, or demand-side management programs. 

(d) "Florida renewable clean energy resources," means electrical, mechanical, or thermal energy 

produced from a method that uses one or more of the following fuels or energy sources: 

hydrogen, biomass, solar energy, geothermal energy, wind energy, ocean energy, waste heat, eF 

hydroelectric power, nuclear energy facilities or uprates approved by the Commission since 

2006, integrated gasification combined cycle power with carbon capture and sequestration plans 

approved by the Florida Department of Environmental Protection, or energy savings from 

efficiency improvements to existing utility generation that is produced in Florida. The term also 

includes the energy savings from Commission-approved energy efficiency, conservation, or 

demand-side management programs. 
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Issue 4: Should the Commission submit to the Legislature draft Rule 25-17.420, F .A.C., entitled 
Municipal Electric Utility and Rural Electric Cooperative Renewable Energy Reporting? 

Recommendation: Yes. The Commission should submit to the Legislature Rule 25-17.420, 
F.A.C., as set forth in Attachment C. (Chase, Futrell, Miller) 

Staff Analysis: Section 366.92(5), F.S., requires each municipal and rural electric cooperative 
utility to develop standards for the promotion, encouragement, and expansion of the use of 
renewable energy resources and energy conservation and efficiency measures. The statute 
further provides that these utilities submit annual reports to the Commission identifying these 
standards by April 1 of each year. The draft rule specifies the annual reporting requirements for 
municipal and cooperative utilities. The information in these reports will facilitate the 
Commission's efforts to track municipal and cooperative policies regarding renewable energy 
and energy efficiency, as well as any resulting increase in statewide renewable resources in 
Florida. 

The filing requirements listed in the draft rule include: (1) a detailed description of the 
standard adopted to promote, encourage and expand the use of renewable energy resources and 
energy conservation and efficiency measures; (2) the utility's plan to meet the standards it has 
adopted; (3) the retail MWh sales in the prior year; (4) the quantity of self-generated renewable 
energy in MWh separated by fuel type; (5) the quantity of renewable energy purchased in MWh 
separated by type of ownership and fuel type; (6) the quantity and vintage of self-generated 
RECs; (7) the quantity and vintage of purchased RECs; and (8) the fuel type and ownership of 
the Florida renewable energy resource associated with each REC. 

At several of the workshops and in post-workshop comments, the Florida Electric 
Cooperative Association (FECA) questioned the Commission's jurisdiction to adopt any 
reporting requirements outside of those specifically enumerated in HB 7135. Staff notes that the 
Commission has the authority under Section 366.04(2)(f), F.S., to prescribe and require the filing 
of periodic reports and other data as may be reasonably available and as necessary to exercise its 
jurisdiction. The data required in the draft reporting rule should be readily available to the 
municipal and cooperative utilities, and will be useful in the Commission's efforts to evaluate 
and report on the statewide effectiveness of RPS programs in encouraging the development of 
renewable generation in Florida. Staff further notes that all of the reporting requirements 
contained in this rule are also required to be filed by the IOUs in draft Rule 25-17.400(8), F .A.C. 

FECA also argued that, with the adoption of this rule, its members would be required to 
file three separate reports on renewables with the Commission, and that at least one of the 
existing rules should be deleted prior to the adoption of the draft rule in order to simplify and 
consolidate reporting requirements. The two existing rules that require municipal and rural 
electric cooperative utilities to file reports related to renewable generation are Rules 25-17.300 
and 25-6.065, F.A.C. 

Rule 25-17.300, F.A.C., was adopted in 2007, as part of a rule package that created a new 
Part IV of Chapter 25-17, titled Obligations with Regard to Renewable Generating Facilities. 
The purpose of this part of Chapter 25-17 is to implement 2006 legislative changes to Sections 
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366.92, F. S., regarding the promotion of renewable energy in Florida. This rule requires that 
certain information be filed by all utilities, including IOUs, municipals, and cooperatives as part 
of a utility's Ten-Year Site Plan. The information required in this rule includes: (1) the total 
MW and percentage of each utility's total capacity comprised of renewable generation, (2) the 
total MWh and percentage of each utility's net energy for load and fuel mix of energy purchased 
from renewable generation, and (3) the total MW and MWh of self-service generation by 
renewable generation. Staff agrees with FECA that this information may no longer be needed if 
the draft rule is adopted. If the rules are adopted a review of Rule 25-17.300, F .A.C., may be 
appropriate. 

Rule 25-6.065, F.A.C., relating to interconnection and net metering of customer-owned 
renewable generation, was adopted in 2008. The purpose of the rule is to promote the 
development of customer-owned renewable generation up to 2 MW in size, by expediting the 
interconnection of such generation and by minimizing costs incurred by the customers. Only 
Section (10) of the rule is applicable to municipal and cooperative electric utilities. This section 
contains annual reporting requirements which will allow the Commission to monitor the 
development of customer-owned renewable generation. The reporting requirements are specific 
to customer-owned facilities which are two MW or less and include: (1) information about the 
customer-owned generation, including the technology, power rating, location and date of 
interconnection; (2) the total number of customer-owned renewable generation interconnected in 
the previous year; (3) the total kW capacity associated with the new interconnections; (4) the 
total kWh received by interconnected customers from the electric utility; (5) the total kWh of 
customer-owned generation delivered to the electric utility; and (6) the total energy payments 
made to interconnected customers of customer-owned renewable generation. Staff believes this 
information is not duplicative of the data required by the draft rule, and is necessary in order to 
accurately monitor the development of customer-owned renewable generation in the state. 

FECA also requested the draft rule provide for reports to be developed by the 
Transmission and Generation cooperative utility. Staff does not recommend such a change to the 
draft rule. However, it is envisioned that each cooperative would provide the report and attest to 
its accuracy, but the data could be developed by the Transmission and Generation cooperative 
utility. 

In conclusion, staff recommends that the Commission submit Rule 25-17.420, F.A.C., as 
set forth in Attachment C. The rule contains the appropriate annual reporting requirements for 
each municipal and cooperative electric utility as required by Section 366.92(5), F .S. The data 
required in the draft rule should be readily available to the municipal and cooperative electric 
utilities. The collection of these data will facilitate the Commission's efforts to track municipal 
and cooperative policies regarding renewable energy, as well as any resulting increase in 
statewide renewable resources in Florida. Further, at the appropriate time, staff will review the 
need for the report currently required by Rule 25-17.300, F.A.C., and will initiate a proceeding to 
recommend revision or deletion ofthe rule. 
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Issue 5: Should this docket be closed? 

Recommendation: No. This docket should remain open to await further direction from the 
Legislature in regard to the adoption of the draft rules. If the Legislature determines that no 
further action will be required by the Commission, then this docket should be closed 
administratively. (Miller, Cibula) 

Staff Analysis: Section 366.92, F.S., requires the Commission to submit a draft rule for 
legislative consideration by February 1,2009. This docket should remain open to await further 
direction from the Legislature in regard to the adoption of the draft rules. If the Legislature 
determines that no further action will be required by the Commission, then this docket should be 
closed administratively. 
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Attachment List 

Attachment A (Pages 82 - 95) 

Attachment A contains staff's October 14, 2008 draft RPS rule with the modifications 
discussed above and in Issue 1. 

Attachment B (Pages 96 - 112) 

Attachment B contains draft rule language to codify the RPS strategy discussed at the 
December 3, 2008 Commission rule development workshop. 

Attachment C (Page 113) 

Attachment C is the draft rule on the reporting requirements for the municipal and 
cooperative electric utilities. 

Attachment D (Page 114 - 121) 

Attachment D is a summary and analysis of Navigant Consulting's Florida Renewable 
Energy Potential Assessment. 

Attachment E (Pages 122 - 137) 

Attachment E is a summary of the post-workshop comments filed by the interested 
parties to the December 3, 2008 Commission rule development workshop. 

Attachment F (Pages 138 - 148) 

Attachment F contains copies of the relevant Florida Statutes including: 

Section 366.051, F.S., Cogeneration; Small Power Production; Commission Jurisdiction 

Section 366.80-.82, F.S., Florida Energy Efficiency and Conservation Act (FEECA) 

Section 366.91, F.S., Renewable Energy 

Section 366.92, F .S., Florida Renewable Energy Policy (per SB 888 - 2006) 

Section 366.92, F.S., Florida Renewable Energy Policy (per HB 7135 - 2008) 
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17.400 Florida Renewable Portfolio Standard 

(1) Application and Scope. 

The purpose of this rule is to establish and update at least every five years numerical renewable 

portfolio standards for investor-owned electric utilities that will promote the development of 

renewable energy, protect the economic viability of existing renewable energy facilities, 

diversify the types of fuel used to generate electricity in Florida, lessen Florida's dependence on 

fossil fuels for the production of electricity, minimize the volatility of fuel costs, encourage 

investment in the state, improve environmental conditions, and minimize the costs of power 

supply to electric utilities and their customers. 

(2) Definitions. 

(a) "Florida renewable energy resources," means electrical, mechanical, or thermal energy 

produced from a method that uses one or more of the following fuels or energy sources: 

hydrogen, biomass, solar energy, geothermal 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 energy sources: hydrogen produced from sources other than fossil fuels, 

biomass, solar energy, geothermal energy, wind energy, ocean energy, and hydroelectric power. 

The term includes the alternative energy source, waste heat, from sulfuric acid manufacturing 

operations. 

(c) "Biomass," means a power source that is comprised of, but not limited to, combustible 

residues or gases from forest products manufacturing, waste, or co-products from agricultural 

and orchard crops, waste or co-products from livestock and poultry operations, waste or 
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byproducts from food processing, urban wood waste, municipal solid waste, municipal liquid 


waste treatment operations, and landfill gas. 


Cd) "Class I renewable energy source," means Florida renewable energy resources derived from 


wind or solar energy systems. 


ee) "Class II renewable energy source," means renewable energy derived from Florida renewable 


energy resources other than wind or solar energy systems. 


ef) "Renewable Energy Credit," means a financial instrument that represents the unbundled, 


separable, renewable attribute of renewable energy or equivalent solar thennal energy produced 


in Florida and is equivalent to one megawatt-hour of electricity generated by a source of 


renewable energy located in Florida. 


(g) "Renewable Portfolio Standard," means the minimum percentage of total annual retail 

electricity sales by an investor-owned electric utility to consumers in Florida that shall be 

supplied by renewable energy produced in Florida. 

(h) "Solar Energy System," means equipment that provides for the collection and use of incident 

solar energy for water heating, space heating or cooling, or other applications that would 

nonnally require a conventional source of energy such as petroleum products, natural gas, or 

electricity that perfonns primarily with solar energy. In other systems in which solar energy is 

used in a supplemental way, only those components that collect and transfer solar energy shall be 

included in this definition. 

(j) "Solar Photovoltaic System," means a device that converts incident sunlight into electrical 

current. 

(j) "Solar thennal system," means a device that traps heat from incident sunlight in order to heat 

water. 
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(k) "Equivalent Solar Thermal Energy," means the conversion of the thermal output, measured in 

British Thermal Units, of a solar thermal system to equivalent units of one megawatt-hour of 

electricity otherwise consumed from or output to the electric utility grid. 

(3) Renewable Portfolio Standard. 

(a) Each investor-owned electric utility shall meet or exceed the following renewable portfolio 

standards through the production or purchase of renewable energy credits pursuant to Rule 

17.410, F.A.C.: 

1. by January 1, 2017: §.6 percent of the prior year's retail electricity sales; 

2. by January 1, 2025: 10 percent of the prior year's retail electricity sales; 

3. by January 1, 2033: 15 percent of the prior year's retail electricity sales; and 

4. by January 1,2041: 20 percent of the prior year's retail electricity sales. 

(b) At a minimum, 25% of the renewable portfolio standards shall be provided from Class 1 

renewable energy sources; 

(c) The Commission, on its own motion, shall initiate a proceeding at least once every five years 

to review and, if appropriate, modify the renewable portfolio standards. An investor-owned 

electric utility or a substantially interested person may petition the Commission, pursuant to 

Section 120.54(7), F.S., to request the initiation of a proceeding to modify the renewable 

portfolio standards. All modifications of the approved renewable portfolio standards and the 

associated implementation plans shall only be on a prospective basis and shall not affect 

previously approved contracts and commitments. 

(d) In a proceeding to review the renewable portfolio standards, each investor-owned electric 

utility shall provide an analysis of the technical and economic potential for Florida renewable 

energy resources. 
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(4) Implementation Plans. 

Within 180 days of the effective date of this rule, each investor-owned electric utility shall 

submit an implementation plan for Commission approval for meeting or exceeding the renewable 

portfolio standards required by subsections (3)(a) and (3)(b) which shall, at a minimum, contain 

the following: 

(a) Current and ten-year forecast of installed capacity m kilowatts and energy production m 

kilowatt-hours for each Florida renewable energy resource; 

(b) Levelized life-cycle cost in cents per kilowatt-hour for each existing, planned, and proposed 

Florida renewable energy resource; 

(c) Current and ten-year forecast of the effects of the utility'S compliance and implementation 

plan on the reduction of greenhouse gas emissions in Florida; 

(d) Current and ten-year forecast of the effects of the utility's compliance and implementation 

plan on economic development in Florida; and 

(e) Current and ten-year forecast of the estimated retail rate impact for each class of customers of 

the utility'S compliance and implementation plan. 

(5) Compliance. 

(a) Each investor-owned electric utility shall comply with the renewable portfolio standards 

approved by the Commission through the production or purchase of renewable energy credits. 

Each investor-owned electric utility shall make a good faith effort to acquire sufficient renewable 

energy credits to comply with the renewable portfolio standards. 

(b) Except as provided by paragraphs (5)(c) and (5)(d), any investor-owned electric utility which 

fails to meet or exceed its renewable portfolio standards shall be subiect to a penalty equal to an 

amount up to 50 basis points of the utility'S approved rate of return on equity assessed by 
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reducing the amount of recoverable costs associated with the production or purchase of 

renewable energy credits pursuant to subsection (7). 

(c) The Commission shall excuse an investor-owned electric utility from compliance with any 

renewable portfolio standards based upon a showing that: 

I. the supply of renewable energy credits is not adequate to satisfy the renewable 

portfolio standard; or 

2. the cost of securing renewable energy credits is prohibitive such that the total costs of 

compl iance with the renewable portfolio standards exceeds the cost caps contained in paragraph 

Ul.Cli 

Cd) The cost of compliance with the renewable portfolio standards shall be defined as: 

I. the incremental costs associated with the production or purchase of renewable energy 

cred its, 

2 . . "'1Aich e)(ceed the costs te paid b¥ the utility of electric energy OF capacity, or both. 

which but for the production or purchase of renewable energy sueh utility w ould generate itself 

. which are associated with the Renewable Ener Credit 

arket, and 

3. the ut ility 's cost of its se lf-build Florida renewable energy resource which exceed the 

osts to the utility of the generation source it would have otherwise built or the energy 0 

capacity, or both, it would have purchased from another source. 

(e) The cost of compliance shall be allocated separately for Class 1 and Class II renewable 

energy sources and shaH be subject to the following cost caps. 

1. For Class I renewable energy sources, the total cost of compliance shall be deemed 

prohibitive if such costs exceed 1.50 percent of the investor-owned electric utility's total annual 

86 




2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Docket No. 080503-EI Attachment A 
Date: December 3 I, 2008 Page 6 of 14 

revenue from retail sales of electricity. 

2. For Class II renewable energy sources, the total cost of compliance shall be deemed 

prohibitive if such costs exceed 0.50 percent of the investor-owned electric utility's total annual 

revenue from retail sales of electricity. 

(6) Utility Self-Build Option. 

(a) Each investor-owned electric uti lity seeking to construct a Florida renewable energy resource 

shall select the resource likely to result in the least cost option for the general body of ratepayers. 

(b) Within 180 days of the effective date of this rule and biennially thereafter, each investor-

owned electric utility shall issue a request for proposals for Florida renewable energy resources 

and repOli the results in the investor-owned electric utility's Ten-Year Site Plan, filed pursuant to 

Rule 25-22.071, F .A.C. 

(7) Cost Recovery. 

(a) In order to foster the development of Florida renewable energy resources, the Commission 

shall allow full cost recovery through a Renewable Energy Cost Recovery CRECR) clause of all 

reasonable and prudent costs incurred by the investor-owned electric utility for: 

1. the cost of construction, operation, and maintenance of Florida renewable energy 

resources by the utility, iAelueliAg a separately eletermiAeel return OA equity OA total espital eosts. 

Cost includes, but is not limited to, all capital investments including rate of return, any applicable 

taxes and all expenses, including operation and maintenance expenses, related to or resulting 

from the siting, licensing, design, construction, or operation of the Florida renewable energy 

resource. 

2. the purchase of renewable energy credits, including administrative costs of the Florida 

Renewable Energy Credit Market. 
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(b) Notwithstanding Rules 25-17.0825(6). 25-17.0832(8), and 25-17.220, F .A.C., the reasonable 

and prudent costs associated with the purchase of capacity and energy from existing and new 

renewable generating facilities shall be recovered through the RECR elause and shall appear as a 

separate line itenl on eustomer's bills. 

(c) The Commission shall conduct annual RECR clause proceedings during November of each 

calendar year. Each investor-owned electric utility may seek to recover its costs associated with 

renewable energy credits, the purchase of capacity and energy from Florida renewable energy 

resources, the purchase of as-available energy from Florida renewable energy resources, or the 

construction, operation, and maintenance of Florida renewable energy resources owned by an 

investor-owned electric utility . The costs associated with renewable energy credits shall appeali 

as a separate line item on customer's bills and shall be designated the Renewable Energy Charge. 

Each investor-owned electric utility seeking cost recovery shall file the following at the times 

directed by the Commission: 

1. An annual final true-up filing showing the actual costs, renewable energy credit costs, 

purchased power costs, costs associated with Florida renewable energy resource owned by an 

investor-owned electric uti lity, and actual revenues from the sale of renewable energy credits for 

the most recent 12-month historical period from January 1 through December 31 that ends prior 

to the annual RECR proceedings. As part of this filing, the utility shall include a summary 

comparison of the actual total costs and revenues reported to the estimated total costs and 

revenues previously reported for the same period covered by the filing in subsection 2 . The 

filing shall also include the final over- or under-recovery of total renewable energy costs for the 

final true-up period. 

2. An annual estimated/actual true-up filing showing ei:gftt seven months actual and feuf: 
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fi ve months projected costs, renewable energy credit costs, purchased power costs, costs 

associated with Florida renewable energy resource owned by an investor-owned electric utility, 

and actual revenues from the sale of renewable energy credits collected. Actual costs and 

revenues should begin January 1 immediately following the period described in subparagraph I. 

The filing shall also include the estimated/actual over- or under-recovery of total renewable 

energy costs for the estimated/actual true-up period. 

3. An annual projection filing showing 12 months projected costs, renewable energy 

credit costs, purchased power costs, costs associated with Florida renewable energy resource 

owned by an investor-owned electric utility, and actual revenues from the sale of renewable 

energy credits for the period beginning January I following the annual hearing. 

4. An annual petition setting forth proposed renewable energy cost recovery factors to be 

effective for the 12-month period beginning January 1 following the hearing. Such proposed 

cost recovery factors shall take into account the data filed pursuant to subparagraphs 1.,2., and 3. 

5. Within the 90 days that immediately fe llo';,' the first six months oftlle reporting period 

in subsection I .. each util ih' shall report the actual results for that period to the D.ireetor, Dh 'ision 

of Economio Regulatio-n, Florida Publio Service Commission. 

(d) Each utility shall establish separate accounts or subaccounts for renewable energy credits, 

purchased power, Florida renewable energy resource owned by an investor-owned electric utility 

for purposes of recording the costs incurred. Each uti lity shall also establ ish separate 

subaccounts for any revenues derived from the sale of renewable energy credits. 

(e) A complete list of all account and subaccount numbers used for renewable energy cost 

recovery shall accompany each fi ling in subsection 1. 

(8) Reporting Requirements. Each investor-owned electric utility shall file with the Commission 
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an annual report for the previous calendar year no later than April 1 in conjunction with the filing 

of its Ten-Year Site Plan. Each investor-owned electric utility's report shall include the 

following: 

(a) Current and ten-year forecast of installed capacity in kilowatts and energy production in 


kilowatt-hours for each Florida renewable energy resource; 


(b) Levelized life-cycle cost in cents per kilowatt-hour for each existing, planned, and proposed 


Florida renewable energy resource; 


(c) Current and ten-year forecast of the effects of the utility's compliance and implementation 


plan on the reduction of greenhouse gas emissions in Florida; 


(d) Current and ten-year forecast of the effects of the utility's compliance and implementation 


plan on economic development in Florida; 


(e) Current and ten-year forecast of the estimated retail rate impact for each class of customers of 


the utility's compliance and implementation plan; 


(0 the retail sales ofthe prior year in megawatt-hours; 


(g) the quantity of self-generated renewable energy in megawatt-hours separated by fuel type; 


(h) the quantity of renewable energy purchased in megawatt-hours, separated by type of 


ownership and fuel type; 


(i) the quantity and vintage of self-generated renewable energy credits; 


(j) the quantity and vintage of renewable energy credits purchased; 

(k) the fuel type and ownership of the Florida renewable energy resource associated with each 

renewable energy credit; 

(I) a statement as to whether it was, on an actual or projected basis, in compliance with the 

renewable portfolio standards; and 
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em) the utility's plan for additional generation or procurement to meet the renewable portfolio 


standards for the current calendar year and the following two years. 


Specific Authority 350.127(2), 366.05(J), FS. Law Implemented 366.02(2), 366.04 (2)(c), (5), 366041, 366.05(1), 


366.81,366.82(1),(2),366.91(2),366.92 FS Histo1Y=New XX-XX-09. 
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170410 Florida Renewable Energy Credit Market. 

(1) The renewable energy credit market shall allow for the transparent certification, buying, 

selling, trading, and retiring of renewable energy credits used to comply with the renewable 

portfolio standards of Rule 25-170400, F .A.C. All records, including those associated with the 

certification of and the buying, selling, trading, or retiring of renewable energy credits shall be 

available to the Commission for audit purposes. 

(2) Within 30 days of the effective date of this rule, the investor-owned electric utilities shall 

issue a request for proposals for an independent third party administrator to establish and 

administer a Florida Renewable Energy Credit Market. Within 90 days of the effective date of 

this rule, the investor-owned electric utilities shall select and submit for Commission approval a 

Florida Renewable Energy Credit Market administrator. 

(3) Within 180 days of Commission approval of the Florida Renewable Energy Credit Market 

administrator, the investor-owned electric utilities shall file for Commission approval the 

structure, governance, and procedures for administering the renewable energy credit market. 

The filing shall, at a minimum, provide for the following: 

(a) a committee made up of representatives from the investor-owned electric utilities, the 

municipal electric utilities, the rural electric cooperative utilities, and Florida renewable energy 

resource providers, which will act as technical advisors to the administrator in the areas of 

governanct'!, market rules and guidelines. 

(b) the buying, selling, and trading of renewable energy credits which shall be accomplished 

through the use of an electronic platform for the execution of: 

1. hourly and other short-term transactions; and 

2. long-term bilateral contracts. 
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(c) the aggregation of renewable energy credits for customer-owned Florida renewable energy 

resources 2 megawatts or less that have not received incentives from a Commission-approved 

demand-side conservation program pursuant to the Florida Energy and Efficiency Conservation 

Act, Sections 366.80-.85 and 403.519, F.S. 

(d) the certification and verification of renewable energy credits as defined in Rule 25­

17.400(2)(f), F.A.C., including renewable energy credits resulting from Equivalent Solar 

Thermal Energy as defined in Rule 25-17.400(2)(k), F.A.C.: 

(e) an accounting system to verify compliance with the renewable portfolio standard; and 

(f) a method to record each transaction, and to indicate whether the renewable energy credit is 

associated with a Class I or Class II renewable energy source as defined in Rule 25-17.400(2)(d) 

and (e), F.A.C. 

(4) The administrative costs associated with the Florida Renewable Energy Credit Market shall 

be collected through fees assessed to a renewable energy credit. Fees shall be fair, equitable, and 

cost-based. 

(5) The following entities are eligible to produce renewable energy credits that may be counted 

toward the renewable portfolio standards: 

(a) Florida renewable energy resources owned by an investor-owned electric utility; 

(b) Florida renewable energy resources owned by a municipal electric utility or a rural electric 

cooperative utility; 

(c) Non-utility Florida renewable energy resources providing as-available energy to a Florida 

electric utility pursuant to a tariff; 

(d) Non-utility Florida renewable energy resources providing net capacity and energy under a 

purchase power agreement with a Florida electric utility; 
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ee) Non-utility Florida renewable energy resources greater than 2 megawatts providing on site 

generation to offset all or a part of the customer's electrical needs; 

CD Non-utility Florida renewable energy resources greater than 2 megawatts providing 

equivalent solar thermal energy to offset all or a part of the customer's electrical needs; and 

(g) Customer-owned Florida renewable energy resources, 2 megawatts or less, that have not 

received incentives from a Commission-approved demand-side conservation program pursuant 

to the Florida Energy and Efficiency Conservation Act, Sections 366.80-.85 and 403.519, F.S . 

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

resource from which it was derived unless specifically sold or transferred . 

(7) A renewable energy credit shall be valid for two years after the date the corresponding 

megawatt-hour or equivalent solar thermal energy is certified. 

(8) A renewable energy credit shall be retired after it is used to comply with the Florida or any 

other state, or regional renewable portfolio standard. 

(9) Renewable energy credits shall not be used for compliance with the Florida renewable 

portfolio standards if the renewable energy credit or its associated energy has already been 

counted toward compliance with any other state or regional renewable portfolio standard. 

(10) Renewable energy credits shall not be used for compliance with the Florida renewable 

portfolio standards if the renewable energy credit results from a Commission-approved demand-

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

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

(1 1) Dispute Resolution. Parties may seek resolution of di sputes arising out of the internretation 

of this rule ursuant to Rule 25-22.032 F.A.C.. Customer Com taints or Rule 25-22.036 

.A.C .. lnitiation of Formal Proceedin ~s. 
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1 
 Specific Authority 350.127(2}, 366.05(1), FS Law Implemented 366.02(2), 366.04(2)(fJ, (5), 366.041, 366.05(]), 

2 
 366.81,366.82(1),(2),366.91(2),366.92 FS Historv-:NewXX-XX-09. 
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17.400 Florida Renewable Portfolio Standard 

(I) Application and Scope. 

The purpose of this rule is to establish and update at least every three fi-¥e years numerical 

renewable portfolio standards for investor-owned electric utilities that will promote the 

development of renewable energy, protect the economic viability of existing renewable energy 

facilities . diversify the types of fuel used to generate electricity in Florida. lessen Florida ' s 

dependence on fossil fuels for the production of electricity, minimize the vol ati lity of fuel costs, 

encourage investment in the state, improve environmental conditions, and minimize the costs of 

power supply to electric utilities and their customers . 

(2) Definitions. 

(a) " Florida renewable energy resources," means electrical, mechanical , or thermal energy 

produced from a method that uses one or more of the following fuels or energy sources: 

hydrogen, biomass, solar energy, geothermal 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 energy sources: hydrogen produced from sources other than fossil fuels, 

biomass, solar energy, geothermal energy, wind energy, ocean energy, and hydroelectric power. 

The term includes the alternative energy source, waste heat, from su Ifuric acid manufacturing 

operations. 

(c) " Biomass," means a power source that is comprised of, but not limited to, combustible 

residues or gases from forest products manufacturing, waste, or co-products from agricultural 

and orchard crops, waste or co-products from livestock and poultry operations, waste or 

byproducts from food processing, urban wood waste, municipal solid waste, municipal liquid 
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(d) 'Class I renewable energy source," means Florida renewable energy resol:lroes deri'.'ed froRl 


"'/ind or solar energy s\'stems. 


Ce) "Class II renewable energy source," means renewable energy derived from Florida rene'Nable 


energy resources other than wind or solar energy systems. 


(d) ill "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 equivalent to one megawatt-hour of electricity generated by a source of 

renewable energy located in Florida. 

(e) fgj " Renewable POltfolio Standard," means the minimum percentage of total annual retail 

electricity sales by an investor-owned electric utility to consumers in Florida that shall be 

supplied by renewable energy produced in Florida. 

(0 fhl " Solar Energy System," means equipment that provides for the collection and use of 

incident solar energy for water heating, space heating or cooling, or other applications that would 

normally require a conventional source of energy such as petroleum products, natural gas, or 

electricity that performs primarily with solar energy. In other systems in which solar energy is 

used in a supplemental way, only those components that collect and transfer solar energy shall be 

included in this definition. 

.(g) ill " Solar Photovoltaic System," means a device that converts incident sunlight into electrical 

current. 

(h) ill "Solar thermal system," means a device that traps heat from incident sunlight in order to 

(j) fltl "Equivalent Solar Thermal Energy," means the conversion of the thermal output, 
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measured In British Thermal Units, of a solar thermal system to equivalent Un! ts of one 

megawatt-hour of electricity otherwise consumed from or output to the electric uti lity grid. 

(3) Renewable Portfolio Standard. 

Ca) Each investor-owned electric utility shall meet or exceed the following renewable portfolio 

standards through the production or Qurchase of renewable energy ~n Florida ereails r;! ursuaAt to 
-

Rule J:7.4l9, F.A:.G:: -
.I. e~' Jantla:r~' L ;!9 I G ;!9H: S ~ef€eflt eUhe ~f:ier :rear ' s retail elee~riei~' sales; 

C 2. ey January l, ;!9;!5: W r;!ereeAt efthe prier year's retail elee~rieity sales; 

I 
 ~. e't Janu8fl' I, ;!Q~ ~: 15 ~eFeent af ~fle pri9f ~'ear' s fe~811 eleetriei~~ sales; an§ 

I 
 'I. e'r January 1, ;!941 : 29 flefCen~ of tlte flfior yea:r' s remil electric it.,. sales! 

I I. by January I , 2010: 4 percent of the prior year' s retail electricity sales, 

2. by January I, 20ll: 5 percent of the prior year's retail electricity sales; 

3. by January 1, 20 L2: 6 Qercent of the prior year's retai l electricity sales; 

I 4. by January I, 20 L3: 7 percent of the prior year' s retail electricity sales! 

I 5. by January 1,20 14: 8 percent of the prior year's retail electricity sales; 

I 6. by January 1. 20 15: 10 pel'cent of the prior year's retaiJ electricity sales! 

7. by January I 2016: 12 oercent of the Drior year's retail electricitv_sales 

8. by January 1. 20 17: 14 percent of the prior year' s retail electricity salesi 

9. by Januarv 1 201 8: 16 oercent of the orior year's retail electricitysales' 

10. by JanuarY 1 2019: 18 oercent of the orior year' s retail electricitysale~and 

I I. by January 1, 2020: 20 percent of the prior year' s retail eleCtTicity sales! 
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fb) At a FHiniFHuFH, 25% of the reAe'.....aI=Jle portfolio standards shall be provided froFH Class l 

reAewaI=Jle oAorgy SOlJreOS; 

(b) £ei The Commission. on its own motion, shall initiate a proceeding at least once every three 

:fi.ve years to review and, if appropriate, modify the renewable portfolio standards. An investor-

owned electric uti Iity or a substantially interested person may petition the Commission, pursuant 

to Section 120.54(7), F.S ., to request the initiation of a proceeding to modify the renewable 

portfolio standards. All modifications of the approved renewable portfolio standards and the 

associated implementation plans shall only be on a prospective basis and shall not affect 

previously approved contracts and commitments. 

'(c) @ In a proceeding to review the renewable portfolio standards, each investor-owned electric 

utility shall provide an analysis of the technical and economic potential for Florida renewable 

energy resources. 

(4) lmpleFHeRtation PlaAs. 


r' itAiA 180 days of th~ effeeti','e date o~ this rule. eae.R iAvestor oWAed eleetrie. utility SAal\ 


rUbmit Qfl impleFHeAtatloA pleA for FHeett~g or eKeeealA~ ~he rene,+,..a~le portfoliO. staAdaras 


required by subseetioRs (3)(a) Qfld (3)(b) whleh shall. at a mmiffiUffi, eontam tho folloWlAg.i 

(a) CurreRt eAa teA year foreeast of iAstalled capacity in kilo..."atts BAd energy produ6tiofl iQ 


kilowatt hours for eaoh f lorida reRe'l ..able eAergy resour-ee; 


(I=J) beveli:z:ed lite oyole eost iR eeAts per kilowatt hour for each eKisting, plaAAod, eftd proposed 


b lorida reAewable energy resol:lroe;. 


£e) Curroflt aAd teA year forecast of the erreots of the utility 's eomplitHioe aAd impleFHentatioR 


plaA OR the reductio A of greenhouse gas emissioflS ifl florida; 


(d ) CurreAt BAd teA year foreeast of the effects of the utility's oOFHpliaAoe BAd iFHpleFHeAtBtioR 
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1 1 ifollowing shall be counted. 

self-build F lorida renewable ener 

13 n il energy purchased bv an investor-owned utility [rDm a Florida renewable energy resource 

14 throu h a Commission a roved standard offer contract" 

19 customer receiving electric service under a net-metering arrangement pursuant to Rule 25-6.065. 

20 F.A.C.: and 

21 fv) the unbundled renewable energy attributes associated with the energy produced by a 

22 customer receiving a rebate for the installation of a customer-owned solar energy system 

23 pursuant to the provisions of subparagraph (4)(e) of this rule. EacR iR'I'eSloF oVffled electric 

100 

2 

3 

4 

5 

6 

7 

8 

9 

10 

pieR OR eeoRomic deyelopment iR Florida; anq 

(e) CtJFFeRt and ten year forecast of the estimated retail fate impact for each class of ctJslomeFS of 

the tJtility's compliance aAd implementation plan. 

(4) ill Compliance. 

(a) Each investor-owned electric utility shall comply with the renewable portfolio standards 

energy or renewable energy attributes generated in Hodda credits. Each investor-owned electriQ 

select the renewable ener 

of ratepayers. For purposes of compliance with the renewable energy portiolio standards, the 

from a Florida renewable ener 
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utilit), shall make a good faith etTort to acquire sufficient renewable energy credits to comply 

with the I'enewable portfolio stafldards. 

(b) Except as provided by paragraphs (5)(c) and (5)(d) , any investor owned electric utility which 

fails to meet or e)weed its renewable portfolio standards shall be subject to a penalty equal to an 

amount up to 50 basis points of the utility's approved rate of return on equity assessed by 

reducing the amount of recoverable costs associated vv'ith the production or purchase of 

rene'Nable energy credits pursuant to subsection (7) . 

(b) fe1 . ach investor-owned electric utility shall make a good fai th effort to acquire suffic ien~ 

renewable eneT<1 and renewable ener 

standards, The Commission shall consider, on a ca -by-case basis. incentive-based adjustments 

to authorized rates of return on common equity, not to exceed 25 basis points, to investor-owned 
i 

el ctric utiliti es based on the de ee to which the utili meets or exceeds the renewable ortfo lio 

14 any renewable portfolio standards-based upon a showing that: 

15 I. the supply of renewable energy or renewable energy attributes et'editS is not adequate 

16 to satisfy the renewable portfolio standard; or 

17 2. the cost of securing renewable energy or renewable attributes ereetts is prohibitive 

18 that the total costs of compliance with the renewable portfolio standards exceeds the 

19 enewable Energy Charge eost oaps contained in paragraph (4)(d) ffifej . 

20 eel ftij The cost of compliance with the renewable portfolio standards shall be defined as the 

21 incremental costs associated with the production or purchase of renewable energy or renewable 

22 

23 both, which but for the production or purchase of renewable energy such utility would generate 
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itself or purchase from another source. 

Cd) ~ Each investor-owned utility shall establish a Renewable Energy Charge initially set at 2.0 

percent of each investor-owned utility' s annual revenue from retail ales of e lectricity for the 

prior year. The Renewable Energy Charge shall be collected from customers pursuant to the 

provisions of subsection (7) of this rule and shall be subject to true-up based on the actual cost of 

compliance pursuant to subparagraph (4)(c). The Commission, on its own motion or as part of 

-the annual proceedings in the Renewable Energy Cost Recovery Clause. shall determine whetheli 

the Renewable Energy Charge should be increased or decreased. but in no instance shall the 

Renewable Ener Charoe be less than 2 ercent. [n its determination the Commission shall 

take into consideration prevailing economic conditions and the rate impact to utiLity customers. 

Upon repeal of this rule due to changes in State or Federal law. the Renewable Energy Charge 

shaH continue at a level necessary to fulfiU previously approved contracts and commitments. 

tIRe cost of compliaRce sRall Be allocated sepamtely for Class I aRd Class [l refle'....able eAerg't' 

sources aRd sAall be sUQject to tAe followiflg eost caps. 

prehi~i:y~:::::::el ==::::::::::::I::I:::J 

revenue from retail sales of electricity! 

2. FOF Class II renewaBle eneFgy SOI:lF6eS, tAe total 60st of 60mplitlflee sRall be deemed 

proAibitiye if SUCA costs e*eeed 0.50 perCeA! of tAe iRvestor oY/flea electric utility 's total aMual 

r Ye""e fro ... re'Bil 'Bles afel.."ieityl 
te) A total of 5 percent of the Renewable Energy Charge established pursuant to subparagrapJi 

(4)(d) shall be directed by eaeh investor-owned util ity to provide the following up-front rebates 

for the installation of eu tomer-owned solar energy systems less than 2 MW in size used to offset 
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the customer' s electricity consumption. 

Class 


Residential 
 $100 
Residential Max 

Rebate 
 :$100 

$4 per Watt (2kW Min 
Commercial 

Solar Pool Heater 

$500 er installation $20,000 er installation 

NotA licable $15 er 1000Btt/ :Size : 

Commercial Max 
 $5,000 per 

Rebate 
 NotA installation $100,000 er installation 

(5),£61 [mplementation Utility Sel f Build Op::J. 

(a) Each investor o ...med electric utility seeking to construct or a Florida renewable energy 

resource shall select the resource likely to result in the least cost option for the general body of 

s of the effective date of this rule and bienniall thereafter each investor-

owned electric utility shall tile fo r Commission approval a standard o ffer contract, for a 

minimum tenn of ten years. for the purchase of renewable energy and/or renewable energy 

classes of Florida renewable ener 

4. Biomass, including municipal solid waste: and 

5. Industrial waste heat, including waste heat from sulfuric acid manufacturing operations. 

rovisions of Rule 25-17.250 FA .C. The leve l of a ment for renewable enera 

attributes for each class of renewable energy standard offer contract shall be established in 
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ursuant eha ter 120 Florida Statutes aJld shaH take into consideration the 

2 levelized cost of the renewab le ener resource over the term of the standard offer contrac~ 

3 elative to the levelized cost of alternative fossil fuel generation needed to meet the utility's 

4 sy tern peak load and energy requirements. The cumulative totaJ of alJ payments for renewable 

5 energy attributes shall not exceed the Renewable Energy Charge established under subsection 

6 (4)(d) of th is rule. Each standard otTer contract shall be structured to offer payments fOli 

7 renewable ener attributes that in combination with a 

8 rovide financial su 

9 while minimjzing the costs of power supply to electric utilities and theili 

10 

II (b) Non-utility renewable energy resources that have received incentives from a Commission., 

12 aporoved demand-side management conservation program pursuant to the Florida Energy and 

13 Efficiency Conservation Act. Sections 366.80-.85 aJld 403.5 L9 F.S. shall not be eliO"ible fOi 

J4 payments under a struldard offer contract and shall not be counted toward compliance with the 

]5 utility ' s renewable portfo lio standardsl 

c) fBi Prior to constrllctin!Z a seLf-blljld renewable enemv resource an investor-owned utilit'J 

17 shall issue a reauest for prooosais for the purchase of renewable energy from Florida renewable 

18 ~l1ergy resources. In its final selection. each investor-owned utility shall select the renewablJ 

19 energy resource most likely to result in the least cost OPtion for its Ileneral body of rate pavers. hi 

20 any proceeding to recover the costs of a self-build option, an investor-owned utility shal ' 

2] demonstrate that the life-cycle cost of the self-build option is no greater than Ute cost of a 

22 comparable purchase of renewable energy from a Florida renewable resource pursuant to a 

23 standard offer contract. WitHin 180 days of tHe efieeti'/e date of tHis rule and Biennially 

16 
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thereafter, cooh ifl'lestor oVffled eleetrie utility shall issue a request for proposals for Florida 

renewaele energy resources and reflott the results in the investor oYffled elcetrie utility's Tefl 

IYear Site Plan, tiled flursuaflt to Rule 25 22.071, F.i\.cl 

(6) Renewable Energy Cred its. 

(a) Each investor-owned electric utility shall earn a renewable energy credit for '. 

0) each megawatt-hour produced by a self-build renewable generating resource; 

resource' and 

8 (iii) each megawatt-hour of energy generated by a self-service renewable energy resource or net-, 

9 metered renewable energy resource from which the COff(~sponding renewable energy attributes 

10 have been purcha ed by the utility through a standard offer contract. 
---- ­

12 be sold in out-or-state volunta renewable ener credit markets. A total of 

13 eighty percent of the revenues derived from the sale of renewable energy credits shall be credite 

14 o customers' bill in the Renewable Energv Cost Recovery Clause. w ith the remaining twent)j 

15 percent retained by the utility' s stockholders 

16 (b) Each investor-owned uti lity shall be responsible for the issuance, retirement, certification. 

17 r nd verification of renewa ble energy credits and shall establish appropriate accounts and 

18 methods of recordin each renewable ener credit transaction. includin 

19 ~dministrative costsj 

20 (7) Cost Recovery. 


21 (a) In order to foster the development of Florida renewable energy resources, the Commission 


22 shall allow full cost recovery through a Renewable Energy Cost Recovery (REeR) clause of all 


23 reasonable and prudent costs incurred by the investor-owned electric utility for: 
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1. the cost of construction, operation, and maintenance of Florida renewable energy 

resources by the utility, including a separately deteffilifled return on equity on total capital costs. 

Cost includes, but is not limited to, all capital investments including rate of return, any applicable 

taxes and all expenses, including operation and maintenance expenses, related to or resulting 

from the siting, licensing, design, construction, or operation of the Florida renewable energy 

resource. 

2. the 	 urchase of renewable ener 

to these rules eredits. ineludiflg administrati....e eosts of the Florida 

(b) Notwithstanding Rules 25-17.0825(6), 25-17.0832(8), and 25-17.220, F.A.C., the reasonable 

and prudent costs associated with the purchase of capacity and energy from existing and new 

renewable generating facil ities shall be recovered through the RECR clause aRd shaH appear as a 

. The Renewable Ener 

;
subparagraph (4)(d) of this rule shall appear as a separate line item on customer bills 

(c) The Commission shall conduct annual RECR clause proceedings during November of each 

calendar year. Each investor-owned electric utility may seek to recover its costs associated with 

from Florida renewable ener 

18 

19 

20 

21 

22 

23 

resources, the purchase of as-available energy from Florida renewable energy resources, or the 

construction, operation, and maintenance of Florida renewable energy resources owned by an 

investor-owned electric utility. Each investor-owned electric utility seeking cost recovery shall 

fi Ie the foJlowing at the times directed by the Comm ission: 

1. An annual final true-up filing showing the actual costs, rene'Nable eneq~y eredit~ 

purchased power costs, costs associated with Florida renewable energy resource owned by an 
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investor-owned electric uti Iity, and actual revenues from the sale of renewable energy credits for 

the most recent 12-month hi storical period from January I through December 31 that ends prior 

to the annual RECR proceedings. As part of this filing, the utility shall include a summary 

comparison of the actual total costs and revenues reported to the estimated total costs and 

revenues previously reported for the same period covered by the filing in subparagraph (7)(c)2. 

energy costs for the final true-up period. 

2. An annual estimated/actual true-up fil ing showing eight months actual and four months 

projected costs, renewable energy credit costs, purchased power costs, costs associated with 

Florida renewable energy resource owned by an investor-owned electric utility, and actual 

revenues from the sale of renewable energy cred its collected. Actual costs and revenues should 

begin January 1 immediately following the period described in subparagraph (7)( c)l. The filing 

shall also include the estimated/actual over- or under-recovery of total renewable energy costs 

for the estimated/actual true-up period. 

12 months ro'ected costs 

credit costs, purchased power costs, costs associated with Florida renewable energy resource 

owned by an investor-owned electric utility, and actual revenues from the sale of renewable 

energy credits for the period beginning January I following the annual hearing. 

3. An annual ro'ection filin 

4. An annual petition setting forth proposed renewable energy cost recovery factors to be 

effective for the 12-month period beginning January 1 following the hearing. Such proposed 

cost recovery factors shall take into account the data fi led pursuant to subparagraphs .(7)( 

and 3. 

5. Within the 90 days that immediately follow the first six months of the reporting period 
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in subparagraph (7)(c) I. subsection 1., each utility shall report the actual results for that period to 

the Director, Division of Economic Regulation, Florida Public Service Commission . 

(d) Each utility shall establish separate accounts or subaccounts for renewable energy credits, 

purchased power, Florida renewable energy resource owned by an investor-owned electric utility 

for purposes of recording the costs incurred. Each utility shall also establish separate 

subaccounts for any revenues derived from the sale of renewable energy credits. 

(e) A complete list of all account and subaccount numbers used for renewable energy cost 

recovery shall accompany each filing in subparagraph (7)(c)l sUBsection 1. 

(8) Reporting Requirements. Each investor-owned electric utility shall [tie with the Commission 

an annual report for the previous calendar year no later than April 1 in coniunction with the filing 

of its Ten-Year Site Plan. Each investor-owned electric uti lity's report shall include the 

fo Ilowing: 

(a) Current and ten-year forecast of installed capacity In 

kilowatt-hours, in total and by fuel type, for each Florida renewable energy resource, including 

self-service generation and net-metering for which pavments for renewable energy attributes 

have been made; 

(b) Levelized life-cycle cost in cents per kilowatt-hour for each existing, planned, and proposed 

Florida renewable energy resource; 

(c) Current and ten-year forecast of the effects of the utility'S compliance and implementation 

plan on the reduction of greenhouse gas emissions in Florida; 

(d) Current and ten-year forecast of the effects of the utility's compliance and implementation 

plan on economic development in Florida; 

(e) Current and ten-year forecast of the estimated retail rate impact for each class of customers of 
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the utility's compliance and implementation plan; 

(f) the retai I sales of the prior year in megawatt-hours; 

(g) the quaAtit)' of self geAerated rene'....able energy in megawatt hours separated by fl:lel t)'pe; 


fg) (h) the quantity of renewable energy and renewable energy attributes purchased in megawatt-


hours, separated by type of ownership and fuel type; 


fhl (i) the quantity and vintage ofseJf generated renewable energy credits issued; 


Cj) the quantity and vintage of renewable energy credits sold purehased; 


Ck) the source and fuel type and o'lmership of the Florida renewable energy resource associated 


with each renewable energy credit; 


(I) a statement as to whether it was, on an actual or projected basis, in compliance with the 


renewable portfolio standards; and 


Cm) the uti lity' s plan for additional generation or procurement to meet the renewable portfolio 


standards for the current calendar year and the following two years. 


(9) Dispute Resolution. Parties may seek re o.lution of d isputes ari jng out of the interpret<'l tion 


of this rule pursuant to Rule 25-22.032, F rArC., Customer Complaints, or Rule 25-22.036, 


rA.C., Initiation o f Formal Proceedings. 


Specific Authority 350 127(2), 36605(1), FS Law Implemented 36602(2), 36604(2)(c) , (5), 366.041, 366.05(1), 

36681 , 366820U2), 366.91(2), 36692 FS History- NewXX-XX-09 

109 




2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Docket No. 080503-EJ Attachment B 
Date: December 31,2008 Page 15 of 17 

r7AW rle,ida Renewable energy Credit Ma,l<et. 


rI) T he rene'tVable energy credit market shall allow for the transparent certificatIOn, bU)'jng, 


selliHg, trading, and retiring of renewable energy credits used to comply with the renewabl~ 


portfulio standards of Rule 25 17.400, F.A.C. All resords, includ ing those associated w ith the 


certifieation of aHd the buying, selling, trading, Of retiring of reHewable energy credits shall ed 


available to the Commission for audit purposesl 


i(2) With in 30 days of the effeeti....e date of thts rule, the investor owned e leotric util ities shall
 

l 
,issue a request for proposals for an independent third party administrator to establish aHq 

administer a Florida Renewable Energy Credit Market. With in 90 days of the effective date of 

this rule. the investor o'....ned e lectric utilities shall select and subm it for Commission appro\'a-I a 

fl orida Renewaele Energy Credit Market administrator. 

(3) V/ithin 180 days of Commission approval of the Florida Renewable Energy Credit Ma-rkeE 

r dministrator, the investor o'llfled eleetrie utilities shaU file for Commissioft approval the 

structure, goyernance. and procedures for administeriflg the r enewable energy credit market. 

b e filiflg shall, at a minimMm, pro'lide fur tAe following: 

(a) a eel'RFBittee made up of repFesenteti';es from the investor owned eleetrie utilities. tAi 

fftunieipal eleetrie utilities, the rural eleetrie eooperatlve utilities, and F lorida renewaele ener~ 

resource proyiders, wAieh will flet as teeAnieal advisors to t Ae administrator in the areas of 

gO'f"erna:nce. marl(el rules and guidelifles. 

(b) the buying, selling, and trading of renewaele energy eredits w'hich shall be aceomplished 

through the use of an eleetronie platfof'fft fur the exeoution of: 

1. hourly and otAer short terrH transaetioft:s; and 

2. long teffil bilateral conLracts. 
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(e) the aggregation of rene'Nable energy credits for customer owned Florida rene'wable energy 

2 resources 2 mega ....'atts or less that have not received incentives from a Commission approved 

3 ~emand side eOflservettion program pl:lrsuaAt to the Florida Energy antEffisiens't;9onservatiog 

4 Act, Sections 366.80 .85 and 403.519, F.S. 

5 (d) the certi fication and 't'erification of renewable energy credits as defined in Rule 25 , 

6 17.400(2)(0. F.A.C.. including renewable energy credits resulting frolli Equivalent Solar 

7 b hermal Energy as defined in Rule 25 l7.400(2)(k), F.A.C.; 

8 (e) an accounting system to verify compliance 'lAth the rene'+'t'able portfolio standard; and 
--..... 

9 fA a method to record each transacti.on. and to indicate '>'/I'tether the reflewable energy credit is 

10 associated with a Glass I Of Class n renewable energy source as defined in Rule 25 

11 

12 (4) The admifl istrative costs associated with [he Florida Renewable Energv Credit Market shal! 

13 be colleoted through fees assessed to a reflewable energy credit. Fees shall be fair. eqyitable, and 

14 

15 (5) The follo, .... ing entities are eligible to produce rene'....able eneFgy credits that may be counted 

I 
16 

17 (a)Flonda rellewable energy reSOllfces owned by an in'lestor owned electfic utili;] 

18 (b) Florida refleviable energy resources o\wed by a mUflicipal e lectric utiliPt 0t:! rural eleetfi9 
I 

19 cooperative utility; 
L­

20 (e) ]?lOA utility Plonda reHewable energy resol:lrees pro'lidffig as a't'ailable eAergy to a Florida: 

21 eleetrie utilib' pftfsuaflt to Ii tarim 

22 (d) }Jon utili ty Florida reflev",able energy resourees providiAg net eapaeity and energy under E! 

23 purehase power agreement with a Florida eleetrie utility; 

111 

http:transacti.on


Docket No. 080503-EI Attachment B 

Date: December 3 J, 2008 Page 17 of 17 


(e) Non utility Florida renewable energy resources greater than 2 megawatts proyiding on site 

2 generation to offset all or a part ofthe customer's electrical needsi 

3 (t) Non utility Florida renewable energy ,'eSOl1fCeS greater than 2 megawatts providing 

4 equi'/alent so la:- thermal energy to offset all or a part of the customer's electrical needs; and 

5 (g) Customer owned F lorida renewable energy resources, 2 megawatts or less, that have B01 

6 reoeived inoentives from a CommissloH approved demand side eonservation program pursuaflt 

7 to the F lofida 8nergy and Effioienoy Conservation Aet, Sections 366,80 ,85 and 403.51 9, F.S. 
l 

8 (6) A reHewable energy oredit is retained by the owner of the eligible Florida rene'Nable energy, 

9 f.sa"",", ffflfH whish it was deFived .Aless s •••ilt.ally ""Id aF _ ..ed! 

10 (7) A rene....'able energy credit shaH be yalid for two years after the date the 60rresponding 

11 megawatt hour or equivalent solar thermal energy is certified .. 

12 (8) A reHeYIa.ble eflerg't' oredit shall be retired afier it is used to comply witli tr~ Florida or any 

13 'Other state, or regional renewable portfolio Stafldard . 

14 (9) Renewable energy credits shall not be I:Ised for compliance with the Floriea refle'Nable 

15 r 0rtfoliO standares if the rene'Nable energy creeit or its associated eBergy has already been 

16 oOl:lnted toward complianoe wi~h any other state or regional renewable portfolio standard. 

17 (10) Renewable energy ored its sha ll not ee used for eomf'lianee w ith the Florida re~ewa~ 
18 portfolio standards if the rene\vable energy credit results from a Commission: approved demand i 

19 side conscr'lation p rogram f' ursuaBt to the Florida e nergy Efficiency and Conservation Aet, 

20 Seotions 366.80 .85 and 403.519, F.S. 

21 Specific Authority 350.127(2), 366.05 (1), FS Law Implemented 366.02(2), 366. 04(2) (f) , (5) , 366.041, 366.05(1), 

22 366 81, 366. 82(1),(2),3 66.91 (2), 366.92 FS History-New XX-XX-09. 
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25-17 420 Munici12al Electric Utilitx and Rural Electric Coo12erative Renewable Energx 

Re120rting 

Each munici12al electric utility and rural electric coo12erative utilitx shall file with the 

Commission an annual re120rt no later than A12ril 1 of each xear for the 12revious calendar xear. 

Each utilitx's re120rt shall include the following: 

(1) a detailed descri12tion of the standards ado12ted to promote, encourage, and eX12and the use of 

renewable energx resources and energx conservation and efficiency measures; 

(2) the utili!)"s 12lan to meet the standards: 

(3) the retail sales of the prior xear in megawatt-hours; 

(4) the quantitx of self-generated renewable energx in megawatt-hours se12arated bX fuel !)'12e; 

(5) the quantity of renewable energx 12urchased in megawatt-hours, se12arated bX we of 

ownershi12 and fuel !)'pe; 

(6) the quanti!)' and vintage of self-generated renewable energx credits; 

(7) the quanti!)' and vintage of renewable energx credits purchased; and 

(8) the fuel type and ownership of the Florida renewable energx resource associated with each 


renewable energx credit; 


Specific Authority 350.127(2). 366.05(1). FS Law Implemented 366.02(2). 366.04(2)(j). (5). 366.041, 366,05(J), 


366.81, 366.820H_2l. 366.91C2l. 366.92 FS HistoQ!::::.New XX-XX-09. 
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Summary Analysis ofNavigant Consulting, Inc.'s 
Florida Renewable Energv Potential Assessment 

In August 2008, the Commission, in cooperation with the Governor's Energy Office and 
the Lawrence Berkeley National Laboratory, engaged Navigant Consulting, Inc. to perform an 
assessment of renewable energy resources that are currently operating in Florida and could 
potentially be developed in Florida through the year 2020. Funding for this study is provided 
through a grant from the U.S. Department of Energy. The final report was filed on December 
30,2008. 

Navigant Consulting: (1) quantified existing renewable resources in Florida; (2) projected 
through 2020 future renewable development under varying economic and policy scenarios; and 
(3) conducted a screening analysis of renewables compared to utility resources with similar 
operating characteristics. The timeframe and budget of this study did not allow for a 
comprehensive IRP exercise in which the options to meet the electrical needs of utility customers 
are compared. These options include existing energy efficiency efforts, renewable energy 
purchases, utility generation, and other purchased power. All options for meeting future 
customer needs are also analyzed in an IRP including additional energy efficiency, renewable 
generation, purchased power, and utility generating options. An IRP would allow for a careful 
examination of the cost and reliability impact of including additional renewables in a utility's 
portfolio of resources. However, Navigant Consulting's efforts do provide useful information to 
determine the relative standing of renewables in comparison to traditional utility generating 
options. 

The purpose of the Navigant Consulting study was to provide an estimate of the technical 
potential for the development of renewable energy resources and to bound potential development 
under various scenarios through the year 2020. During the first part of the study, Navigant 
Consulting estimated the technical potential of a variety of renewable resources. The top five 
contributors, in terms of potential energy production by 2020, are listed in the table below. 

Capacity and Energy Estimates by 2020 
Technical Potential 

Resource Type Capacity (MW) Energy (GWH) 
Ground Mounted Solar PV 89,000 173,000 
Ocean Current 750 5,900 
Wind-Offshore-Class 4 40,311 125,230 
Biomass 13,750 99,666 

In order to examine the levels of renewable generation that could be economically 
developed by 2020, Navigant Consulting compared the costs of various renewable resources to 
utility resources with similar operating characteristics. For example, solar PV was compared to a 
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utility built combustion turbine unit and biomass facilities were compared to a natural gas-fired 
combined cycle generating unit. Navigant Consulting calculated a levelized cost of electricity 
(LCOE) for each resource which included capacity and operating costs. Given the recent 
reduction of growth figures coupled with the amount of capacity already certified or under 
construction, it appears that the four IOUs' capacity needs are committed through 2017 and 
likely through 2020. Therefore, the addition of new renewable resources would act as a fuel 
substitution resource and the value to retail ratepayers would be the as-available energy rate. 
Also, intermittent resources, such as wind and solar, may not contribute significantly to peak 
demand requirements and therefore the value to retail ratepayers for these types of resources is 
as-available energy regardless of a utility's capacity needs. Therefore, Navigant Consulting 
agreed that their study is a screening tool rather than a true cost-effectiveness comparison. 

Assessment ofRenewable Energy Potential Key Drivers and Scenarios 

In order to project future renewable energy development, Navigant Consulting identified 
ten drivers, shown below, that could impact the renewable energy market. Scenarios of potential 
renewable development were analyzed around the five key drivers with the highest potential 
impacts and the most uncertainty. These drivers are: (1) fossil fuel prices; (2) cost of carbon 
under greenhouse gas emissions policies; (3) federal and state renewable energy tax credits and 
other incentives; (4) the availability and cost of debt and equity; and (5) the rate cap established 
for the purchase of RECs. According to Navigant Consulting, the purpose of this additional 
revenue stream is to make up any difference between the cost of the renewable facility and the 
comparable utility generation facility in order to insure an adequate return on investment for the 
renewable developer. The following charts from Navigant Consulting explain the drivers 
identified in the study. 

115 




Docket No. 080503-EI Attachment D 

Date: December 31 , 2008 Page 3 of 8 


Jr1\'cl>t m c n l 

u ' on the 

Drivers Definition and Explanation 

In ad d itiol1 tll fu tu re RI' instil ll ' d LO"I::;, RE kduw lObY':; curn di rivl.'l1 e::;:. w ilh Itls.si l fuLl" u ul in to the 
I)ric~/t fu tu re "'ill drh ' , the ir lldop lion. 

11,G d river i> b,,!!e<i un 1" vig,,)) t C(>n.~ u l ti ng' as ' 'rn~n t th J t 'l.lti <Hl :11 ur reg iUt1dl IV'l!~nl ll) lU! gJ ' (Gi IGj 
GHG I'olic)' poli \" hi~ly li kdy h ' _(l:~O. I t e"amine~ til" ,Iggrc,' 'ivt' ll -"s of th is po li ',whi h w ill in n ('nee tIlt' «1s t 

" f ' lcdJ'ici ty gcn 'r<l tiun fWIn t.r J d itiOlM! fod.; .lgdin:.t which Rf" cumpNes. 

Nnvigunt Consulting's Ranking of Scenario Drivers 

Relatil'~ 
T/IIJ'llrt 
( 0/1 RE 

/ldoption) 

Fossil Fuel Prices . 

Polley . 

S ....\ 

Rdat;,Ii' Uncertaint!l 
N\)tc: 11 k" pw1i t (Jn inS of th~ tidvr; U. tt (l uillituti\'l~ .;J5St."M';l1lcn t of thl.:ir J'dativ..:" impact on RE Jd op!ion a nd tht~ rL"la tin: t1 l1o.: rl'ainty 
sum,.n.m(,Hn"p ~l(· d ri vel ' !> fu turl~ \ T,j l u t:." basc........t uil .l\risan t COH!J'"1J l ting's pro oional jud~rncnL Thb an.llysisonl y Iilppbct; t() the periud of 
th Is udy 2008·202U, 

Navigant Consulting then created three scenarios for potential renewable energy 
development in which the five key drivers were varied. These scenarios are summarized as: 
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• 	 Unfavorable - Jow fossil fuel prices, 1 percent rate cap, government renewable 
incentives per current policies, tight financial markets, and carbon pricing of $1 Olton by 
2020; 

• 	 Mid-favorable - mid range fossil fuel prices, 2 percent rate cap, partial extension of 
government renewable incentives, moderate financial markets, and carbon pricing of 
$30/ton by 2020; and 

• 	 Favorable - high fossil fuel prices, 5 percent rate cap, government renewable incentives 
extended through 2020, widely available debt and equity, carbon pricing of $50/ton by 
2020. 

These scenarios and the levels of the key drivers are detai led in the charts below from Navigant 
Consulting: 

Driver Input Unf.worable for RE Mid Favorable for Favor;!ble for RE 
Scenario RE Scenario Scenario 

GHG Policr CO: rrklng ( l IOn) 
SOlnil Ily, " " lin \<' III by 

I 
$1 inili;t1 ly. ling 10 SJO 1 52 in.i li .llly.· lint! I , SSO by 

2020 !Jl' 2020 21120 

C.-edit Mdn..els 

L mtuf [ l.obl 

$"", ;\k,[ ' I deL·.,..I ,,' ut"i,y 
AI'" l1l1bili l) , r !.Mil 

I 

r05sil fuel Costs 

.~.l l nrj l r oilS I'm:!' 
(::-M\lIllu) 

Utlli t ' ~ L. w C -. - .$6 Utilities' Mid Cn:;.-. Sfl.· 
5'1 rllid,v Hill" U 5I,': $1 1-$1 ~ 

ll.IlI "'''' l;"M~ml") lilitlcs' Low C~s,,: t. 52.5 
Ulihli"5' Mi d C ,...." -$2­

S3 
Utilil;,',,' High Co",,: $2.5·$..1.5 

ttl: fin.tndal 
In~nti"H 

r",I.......IItC Exp ir". Il!3Jr-0I6 b:pi l"l.­'" 1:!/3112utB E.~pirts t2,IJ I/2021l 

f"""'1'~I J·H': £'Virc-s 1l/3I,12il09 £'ploc'!l I2!3 I!2014 [xpir('S 12G I12.0_0 

'>I.1Il' SoI.1f Wd"'ll! 
l"n'l;r.,m 

Exp n . 2\X)9, SSM!Y,'" c"p E"pi«', 2015. $5 MiYceJr 
Cnp 

Expfres 2(120, $1O\'IlYear Cnp 

$WI,' SaIl'" 1.1' 
~"""pll.... Fo~ this , IUd , only " ppli($ 10 ",Iar and the solar exemp lion d ocs not ' ·'rir<;. 

Stolle f>t'I.lf"'rl ~ 
f.."--mPJIt'O 

r~~ Only for ()n~site renC'wabh.~~ ~md 1t.-g61~ltion dtk'!t not C'xpi.rc. at thi" time. 

!itJ1" PTe E."l'irc, ' " 20lU, SSM Ci' p E~ph"" il\ 2015, SS M Colp hpir,," In _010.. $1 ~ "''' e ,p 
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Mid Favorable for 
RE Scenario 

Favorable for RE 
Scenario 
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• 	 Future: Bi()llld s fn tegl'a led JO i(icati()11 Combined _ycle f, O Ct'J I1 Current 
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Current economic and policy conditions generally coincide with Navigant Consulting's 
unfavorable scenario for future renewable development. Specifically, the unfavorable scenario 
for carbon pricing assumes $O/ton initially, then scal ing to $1 Olton by 2020. Currently, there is 
no federal or state policy establishing carbon pricing. As shown in Attachment D, Navigant 
Consulting assumes in its unfavorable scenario the cost of debt to be approximately 8.S percent, 
the cost of equity approximately 14 percent and ready access to debt which would make-up SO 
percent of renewable project financing. Currently, credit markets are extremely tight and it is 
uncertain when conditions wilJ improve. Navigant Consulting assumes natural gas costs to be 
$S-$6/MMBtu in the unfavorable scenario. Currently, natural gas is trading at $S.70/MMBtu . 
Most forecasts project natural gas prices to increase over the long-term. Navigant Consulting 
projects various federal and state renewable energy financial incentives under each scenario, as 
shown in Attachment D. For example, in the unfavorable scenario, Florida's solar rebate 
program is projected to expire in 2010 with a $S million annual funding level. The Governor's 
Energy Office has budget authority to spend $S million in the 2008/09 fiscal year. It is unknown 
if and to what level the Legislature wi 1\ appropriate funds for the solar rebate program in future 
fiscal years. 

The level of projected renewable development under each scenario is dependent upon 
each assumption coming to fruition . For example, under the most favorable scenario for 
renewable development, fossil fuel prices must remain high, green house gases would be priced 
at $SO/ton by 2020, state and federal incentive programs would not expire unti I 2020, and 
renewable developers could easily obtain debt financing with favorable terms. Under this 
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scenario, several renewable resources are projected to be less than traditional generation 
resources even without the additional revenue from the renewable attributes. In other words, if 
all of the assumptions worked together to create a favorable environment for renewable resource 
development, a natural progression of development would occur to a value of approximately 15 
percent of retail sales by 2020. If a 5 percent rate cap were established to pay for renewable 
attributes, the level of development could rise to approximately 24 percent of retail sales 
according to the Navigant Consulting study. The top five contributors to the 24 percent figure 
are shown in the table below. 

Capacity and Energy Estimates by 2020 

Favorable Scenario with RECs 


Resource Type Capacity (MW) Energy (GWH) 
Ground Mounted Solar PV 9,500 21,637 
Biomass - Direct Combustion 1,286 7,740 
Biomass - Waste to Energy 858 5,362 
Biomass - BIaCC 592 4,406 

~~425 

As mentioned above, the revenue from the sale of RECs is supposed to offset the cost 
differential between a renewable resource and a traditional utility generation resource. As shown 
in the graphs below, both solar PV and direct combustion biomass are estimated to be below the 
LCOE for a comparable utility generator even without the additional revenue provide by the sale 
of RECs. As such, these facilities may not require the additional REC revenue to be cost 
competitive. 

Combustion Turbine vs. Solar PV 

Favorable for RE Scenario without RECs 


.c 

~ 25 +---~------------~~--~~---- ........~--... -~~_ 
~ ,-----------------, 
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Co) • _ Solar PV 
.S _ 20 +------------------=--......:..- --------1 
:g 
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Combined Cycle vs. Biomass Direct Combustion 
Favorable for RE Scenario without RECs 
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As shown in the graphs above, Navigant Consulting has estimated that the LCOE for 
both solar PV and direct combustion biomass will decrease over time while traditional utility 
generation will increase. Such a widening cost differential indicates that if a rate cap or 
assessment fee were established to pay for renewable attributes, such a charge should diminish 
overtime. 

Under a more moderate scenario for renewable development, the Navigant Consulting 
study estimates that approximately 11 percent of the IOUs' retail sales could be obtained from 
renewable generation by the year 2020. The mid-favorable scenario assumes that fossil fuel 
prices must remain moderate, green house gases would be priced at $30/ton by 2020, state and 
federal incentive programs would expire prior to 2020, and renewable developers would have to 
use more equity to develop projects. If all of the assumptions under the mid-favorable scenario 
came to fruition, a natural progression of development would occur to a value of approximately 7 
percent of retail sales by 2020. If a 2 percent rate cap were established to pay for renewable 
attributes, the level of development could rise to approximately 11 percent of retail sales by 2020 
according to the Navigant Consulting study. 
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The top five contributors to the 11 percent figure under the Mid-Favorable Scenario with 
RECs are shown in the table below. 

Capacity and Energy Estimates by 2020 
Mid-Favorable Scenario with RECs 

Resource Type Capacity (MW) Energy (GWH) 
Ground Mounted Solar PV 6,018 13,707 
Biomass - Waste to Energy 520 2,848 
Waste Heat 400 2,808 
Biomass - Direct Combustion 571 2,413 

Note: Data taken from Navigant Consulting 

It should be noted that under the Mid-Favorable Scenario with RECs, Navigant 
Consulting concluded that there would be no growth in the biomass direct combustion or waste 
to energy sectors over the next 12 years. This would suggest that any revenues associated with 
RECs for these facilities would be directed to existing facilities only. As with the favorable 
scenario, ground mounted solar PV is estimated to provide the bulk of the renewable energy by 
2020. 

In summary, it appears that the Navigant Consulting results estimating the achievable 
potential of renewable generation are dependent on mUltiple variables, other than the availability 
of REC revenues, all coming together at once. In addition, it appears that the bulk of the 
estimated values are driven the development of ground mounted solar PV which is estimated to 
have a LCOE below comparable utility generation technology. Such interrelationships would 
suggest that the primary drivers for the future development of renewable resources are fossil fuel 
prices, greenhouse gas pricing policies, continuation of federal and state tax credits and other 
incentives, and the availability and cost of debt. Navigant Consulting has estimated that the 
LCOE for both solar PV and direct combustion biomass will decrease over time while traditional 
utility generation will increase. Such a widening cost differential indicates that if a rate cap or 
assessment fee were established to pay for renewable attributes, such a charge should diminish 
over time. Therefore, the additional revenue stream associated with the purchase of renewable 
attributes, or RECs, appears to play a lesser role in the development of renewable resources 
according to the results contained in the Navigant Consulting study. 
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RPS Post-Workshop Comments (filed Dec. 8,2008) 

Alachua County 

Requests that the Commission establish targets of 10 percent or greater of total energy supplied 
by 2015 and 20 percent by 2020. Nuclear power should not be considered as a renewable 
resources under an RPS. 

Mitigating climate change due to human-induced C02 emiSSIOns, protecting our national 
security by becoming energy independent and revitalizing our economy with "green collar" jobs 
will depend upon the rapid deployment of renewable energy systems over the next 10 years. 

Audubon of Florida 

Supports a goal of 20 percent of electricity from each provider coming from renewable sources 
by 2020. 

Supports allowing five percent utility annual revenue to be used to underwrite the additional 
costs of renewable energy, with preference for solar and wind. 

Significantly reducing greenhouse gas emissions, diversifYing fuel supply, providing energy 
independence, stimulating technological innovation and new job creation, and providing a stable 
and competitive playing field for business should be the drivers for this rule. 

While the legislature did not provide clear direction to the Commission to consider mitigating the 
costs of climate change impacts on Florida's environment and economy, these external costs 
should be considered. 

The Navigant Study clearly demonstrates that Florida has enough potential renewable energy to 
meet at 20 percent by 2020 target. 

To implement a cost cap that restricts rate impacts to 1 percent is fundamentally unfair because it 
does not apply to other forms of electricity generation, such as nuclear or fossil-fuel generation 
and could essentially cut renewable energy development off at the knees. 

Florida Alliance for Renewable Energy (late-filed) 

Renewables provide energy security, creation ofjobs, environmental benefits. Florida is missing 
massive solar investment opportunity. 

Solution is a Florida Renewable Energy Freedom Act (FREA). We need every school, church, 
farmer, household and real estate developer to become entrepreneurs and sell back power. The 
Florida Legislature should prioritize immediately. 

Provides description of feed-in tariffs. 
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There should be long-term fixed pricing and priority for renewables for grid access. There 
should be simple siting and permitting process, with a statewide CEO of renew abies. 

Tradable RECs encourage monopolies and are more expensive. 

Addresses a German style Feed-in-Tariff, with a 20 year guaranteed fixed price 

Florida Industrial Cogeneration Association, the City of Tampa, and The Solid Waste 
authority of Palm Beach County (Florida Renewable Energy Alliance or FREA) 

Promoting renewables should never be divorced from electric system reliability or the cost 
impact of such programs on Florida's electric consumers. 

Navigant's study is flawed with regard to renewable energy potential. 

Waste heat, waste-to-energy and landfill gas electricity production technologies are far more 
cost-effective than more exotic or unproven low-carbon resources. 

Solar and wind resources cannot provide reliable capacity during system peaks - especially 
winter peak periods occurring in early morning and late evening. 

The Legislature made it clear that each MWH of electricity produced by renewables produces a 
REC - regardless of whether it is consumed by the producer, sold to a utility or otherwise used. 

Using a standard offer contracts as the sole means for a renewable producer to sell renewable 
"attributes" presents two major issues. There is obviously a significant flaw in the standard offer 
contracts as they currently exist or have existed over the past 10 to 20 years. Only one fruitful 
standard offer has been executed since the early 1990s and that was for a small amount of 
capacity in the range of 10 MW. Also, from a legal standpoint, the Commission may not be able 
to require a utility to pay a price for renewable energy that exceeds the utility's avoided cost. 
The Commission can however "encourage" the payment. The bundling of RECs with the sale of 
electric energy in a standard offer or otherwise is not consistent with either Florida or Federal 
law. 

A simple solution on Alternative Compliance payments is for the payments/penalties to be 
returned to the ratepayers as a per kWh credit accounted for "below the line" to assure 
payments/penalties are borne by the utility stockholders and not the customers. There is no 
requirement that the payments be invested. 

Because the existing IRP process has not encouraged significant development of renewables, that 
failure cannot justify continuing to "suppress the addition of renewable energy resources by non­
utility third parties." 

Utility self-build options should be capped to the same avoided cost prIcmg, terms and 
conditions available to non-utility producers via the standard offer contracts then in effect for 
such utility. 
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FREA raises issues about nuclear power being included in renewables or "clean energy." If 
nuclear power is to be treated as the functional equivalent of renewable energy, then the avoided 
cost pricing for renewables should be equal to the avoided cost of nuclear - both fixed and 
variable costs. 

Navigant's report underestimates the costs of solar. 

FREA raises questions on Navigant's report. Unless Navigant provides an unbiased report 
without the pre-supposition of the staff rule, the report is meaningless. FREA questions the 
"forced allocations" of a 75 percentl25 percent split between Class I and II resources. 

The levelized cost of energy "LCOE" numbers are misleading and should not form the basis on 
which to determine costs or penetrations of the various technologies in the Florida market. 

If the Commission recommends a Class I/Class II distinction, then waste heat, waste to energy 
and landfill gas should all be placed in the same or "higher" class as solar/wind as they are either 
non-emitters or carbon neutral, and are not as likely to require supplemental power from fossil­
fuel generators during peak periods. 

Letter from Alfred E. Kahn, NERA Consulting, states that by over-specifying the allocation 
rules, the staff's proposal threatens to produce economically inefficient outcomes. He shares the 
concerns of OPC and does not support the carve outs. Solar and wind are not inherently superior 
to other technologies and the preference in the proposed rules is unwarranted. Technologies that 
provide the same kinds of environmental, cost, security and other economic benefits should 
receive the same encouragement. The current proposal violates this principle. He lists the 
benefits from pure waste heat generation systems. Like solar and wind, pure waste heat 
generation resources help to diversify fuel supplies and lessen Florida's dependence on foreign 
oil or coal and natural gas imported from other states. 

Florida Industrial Power Users Group (FIPUG) 

FIPUG strongly opposes mandatory 75 percent allocation of renewable resource capacity and 
money to solar and wind until the technology makes the cost of these resources comparable to 
other approaches. 

FIPUG supports Commissioner Skop's concept of "environmental mercantilism plan that calls 
for operating within the existing framework and requesting bids to identify the least cost viable 
renewable energy resource." 

FIPUG recommends the Commission give heed to Tom Ballinger's explanation of the 
Commission's Integrated Resource Plan that gives consideration to DSM along with utility 
supply side and renewable generation and resources. 

FIPUG recommends that rate structures be redesigned so that energy efficiency by some 
customers does not result in increased rates for others. 
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FIPUG recommends that the Commission recognize that current customers are presently paying 
for nuclear plants from which they receive no current benefit. A mandatory RPS surcharge on 
top of the nuclear charges "adds insult to economic injury," may be unconstitutional in that it 
deprives customers of their private property without due process of law, and takes their property 
for public use without just compensation. 

The Commission should give serious consideration to enhanced energy efficiency and distributed 
generation including compensation if it can be demonstrated that distributed generation results in 
avoided costs for full and/or capacity construction on the part ofpublic utilities. 

Navigant should be requested to revise its report to recognize alternatives other than a mandate 
for 75 percent solar and wind power. 

Florida Pulp and Paper Association (FPPA) 

Most of the renewable energy technologies are more expensive than traditional utility generation. 
The more aggressive the RPS goal, the greater the costs that will be imposed on all users of 
electricity in Florida. 

The one resource that is very close to being competitive, and in some cases is in fact already 
competitive, with traditional generation is biomass fueled generation. 

Known demands on Navigant's resource potential of 5.9 million tons (for biomass) can be 
reduced by almost 2 million tons The pine re-planting records for Florida show that since 2000 
landowners are re-planting fewer acres annually than they are harvesting. This means that 
Florida's forests will be over cut within 10 years if current wood demand remains constant. 

Using the optimistic upper limits of the Navigant numbers on unused woody biomass and 
subtracting these new demands, results in only about 3.9 million tons or about 615 MW s of new 
generation being available at this time. Historically, this is less than one year's new capacity 
growth for the entire electric grid in Florida. 

A phase-in period should be available. 

Without time for the agriculture sector to develop the biomass resource base, we could have 
unrestrained harvesting of the existing forest to meet the RPS goal which would lead to a decline 
in the forest sustainability and by definition threaten the definition of it being renewable. 
Biomass prices for existing users of wood products including manufacturers and generators 
could skyrocket driving many out of business and increasing generation costs for those already 
selling electricity from biomass under existing contracts. 

FPP A believes the timeframe and percentage contained in the October 14th proposed RPS 
language appropriately balances these conflicting objectives. However, FPPA requests that the 
percentage caps be lowered to 1 percent of total retail revenue. 
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FPP A urges a cautious approach. They want to move forward with biomass development in a 
way that does not lead to unintended consequences like what happened with the government 
mandates for ethanol production. Destruction of Florida's forests or economic dislocations of a 
large manufacturing sector especially during these painful economic times is not the legacy that 
neither the Commission nor the Legislature want associated with too rapidly deploying 
renewable portfolio standards. 

Florida Solar Coalition (FSC) 

The FSC urges that Navigant's survey shows that the state has the technical potential to reach 20 
percent RPS by 2020, without undue economic impact on the ratepayer. 

Points out that Navigant's study excludes solar thermal less than 2 MW, leaving out "low cost 
residential and small commercial DO projects." 

Navigant and Crossborder Energy studies both conclude that the cost of the RPS facilities will 
substantially decrease over time which will make the "least cost plan" IRP in 2020 with the RPS 
facilities essentially the same as that without RPS facilities. 

Failure to take the declining cost of solar PV into account has significantly inflated the estimated 
cost of meeting all of the goals in Staff's cases A -C. Also, it has inflated the cost of meeting the 
25 percent solar175 percent biomass case as well which then inflates the percentage of retail 
revenues required to meet the Staff's Cases A and C goals. 

FSC has calculated that if there is an allocation of 25 percent in Class I (wind and solar) and 75 
percent to Class II (biomass and waste heat), 16.6 percent of retail sales can be served by 
renewables in 2017 using a 15 year standard offer contract with a rate impact of 2.7 percent for 
Class J solar and wind facilities. 

With regard to "Clean Energy Portfolio," FSC does not agree that nuclear power is a renewable 
energy source and objects to its inclusion. This position is clearly supported by Sec. 
366.92(2)(c). The inclusion of existing nuclear in a Portfolio plan would eliminate the need for 
FPL or Progress from being required to add any new renewables to meet a 20 percent by 2020 
goal. 

If the IOU builds its own renewable facility it gets accelerated capital recovery of all costs 
associated with the plant, which includes a higher ROE than its allowed rate of return. That is, 
the regulatory treatment for its renewable resource is better than the treatment for a nuclear or 
laCC plant. When an IOU purchases RECs from a third party constructed renewable facility, 
the price of the REC and energy and capacity, if sold to the IOU, will be recovered through the 
Renewable Energy Cost Recovery Clause (RECR). The staff's proposal is strongly skewed in 
favor of the 10Us. It is essential that third party projects be placed on an equal footing with 
those of the 10Us. The way to correct this is for the IOU's capital investment in renewables to 
be recovered through base rates with the cost of REC market administration and the cost of 
purchasing RECs from third parties as well as renewable energy and capacity being recovered 
through the RECR. 

126 




Docket No. 080503-EI Attachment E 
Date: December 31, 2008 Page 6 ofl6 

FSC is highly supportive of Commissioner Skop's concept of expanding the standard offer 
contracts now in use by the Commission to include a REC component. Commissioner Skop 
noted that the first step is to establish a revenue cap, the second step is to determine allocations 
between solar rebates and standard offer contracts and the final step is to work out the details of 
implementing the standard offer contract, such as methods for modifying the price. This is a 
sound approach. FSC continues to recommend an expenditure cap of 4 percent of retail 
revenues. FSC recommends allowing participation of residential and small commercial solar hot 
water and PV systems in a rebate program. However, FSC recommends that larger net metered 
systems be required to participate in the standard offer REC program. 

FSC agrees with Commissioner Skop, contracts must be tailored to each renewable technology 
based upon each technology's capital and O&M costs plus a return on equity. FSC recommends 
that the REC price for supply side resources represent the delta between the technology's cost 
and the avoided cost of power. Also, the REC prices should be set to decline over time. 

FSC estimates that Class I technology can supply approximately 4,400 MW by 2017 with a rate 
impact of 2.7 percent of annual retail revenues using 15 year standard offer contracts allocated 
with a 25 percent to Class I and 75 percent to Class II technologies. 

The REC component should be totally separate from the avoided cost or energy components in 
the standard offer contract. A renewable energy provider can pick whether it wants to supply 
capacity, energy on a firm or as-available basis or RECs or some combination ofall three. 

FSC supports the option to set a capacity target for each technology per service territory. 
Navigant's study concludes that the two most viable renewable technologies in Florida between 
now and 2020 are solar and biomass. There should continue to be a set aside for Class I wind 
and solar technologies as proposed in staffs draft. 

FSC agrees that to the extent that an IOU has generated surplus RECs over that needed to meet 
its own RPS goals from the construction of its own renewable resources, those resources should 
be sold and any moneys credited back to ratepayers through the RECR. 

However, FSC is concerned that Commissioner Skop's interpretation of Sec. 366.92(d) and (e) 
would lead to an unintended "double counting" of RECs. The double counting would arise when 
an IOU used the MWH produced from its own renewable facility to satisfy its own RPS energy 
goals and then sold RECs from that facility based on MWHs generated to other states. In sum, 
FSC does not think that MWHs generated by a renewable facility can be separated from the 
concept of compliance RECs. 

The actual details of how a standard offer contract would work need to be the subject of a 
Chapter 120 administrative rulemaking proceeding with adequate time to complete the process. 
However, FSC strongly agrees with Commissioner Skop that the use of technology specific 
standard offer contracts coupled with bidding for IOU self-build projects avoids the substantial 
delay and costs associated with developing a Florida tradable REC market. 
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Even if the Legislature again decides this session to require the development of a tradable REC 
market, the use of standard offer contracts and IOU renewable RPS can be used to bridge the gap 
between the present and the date that tradable REC market is developed and operational. 

Gulf Power Company (Gulf) 

Gulf is generally supportive of Staffs draft rule. However, the definition of "Florida renewable 
energy resource" should be changed. Sec. 366.92(a) definition defines such resources as 
"renewable energy ... that is produced in Florida." It does not require that the fuels or energy 
sources used to generate the renewable energy also derive from Florida. Section 17AOO(2)(a) of 
the draft rule should be revised as follows: 

Florida renewable energy resources means electrical, mechanical, or thermal energy 
produced in Florida from a method that uses one or more of the following fuels or energy 
sources: hydrogen, biomass, solar energy, geothermal energy, wind energy, ocean 
energy, waste heat, or hydroelectric power. 

Reward/penalty mechanism. Section 17AOO(5)(b) of the draft rule should be symmetrical, with 
an opportunity for both a reward and penalty. It should allow for a reward or penalty of up to 25 
basis points on the utility'S approved rate of return on equity. 

As to a return on equity for self-build projects, Gulf recommends that the Commission follow the 
approach taken in the Environmental Cost Recovery Clause and set the ROE for all self-build 
projects at the utility's last authorized rate of return. 

The carve-out for solar and wind would be an impediment to the most cost-effective mix of 
renewables. Gulf suggests excluding the carve-out entirely, or use a multiplier approach. 

The rule should contain a cost cap. Gulf has concerns that allocating the cost cap between Class 
I and Class II renewables would be an impediment to Gulfs obtaining the most cost-effective 
mix of renewables for its customers. 

Gulf supports the Renewable Energy Cost Recovery Clause. 

Gulf is generally supportive of a Standard Offer Contract approach. However, without more 
info, Gulf cannot adequately evaluate the proposal. The simplicity, low overhead cost, use of 
existing legal and regulatory structures and emphasis on keeping renewable energy attribute 
revenues in Florida are all positive characteristics of the proposal. 

Gulf could likely support an appropriately priced Standard Offer Contract approach if it 
incorporates a reasonable cost cap (in the 1-2 percent range), reasonable cost recovery provisions 
(Including cost recovery for self-build projects), no carve-outs or set-asides, a modest (l percent 
to 5 percent) allocation to solar rebates, and utility ownership of RECs for resale. 
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Investor-Owned Utilities (lOUs) 

The IOUs (Gulf, Tampa Electric, Progress Energy Florida and Florida Power & Light) make 
suggestions to Navigant and express concerns about the study. The IOUs ask that another 
section be added to the report outlining what is not included within the report scope and as 
Navigant to more clearly define what is meant by "technical potential." It should be redefined as 
"theoretical resource potential" and the word "feasibly" should be deleted. 

It is clear the Draft Report does not include an assessment of the practical implementation of the 
renewable resources and that there is no current market to support the labor and materials needed 
to build the resources to the degree shown. The final report "should very clearly reflect the fact 
that the technical capability of industry to manufacture the generating equipment shown as being 
installed in the early years is limited." 

Items that Navigant should specifY as being not included in their Final Report are: an integrated 
resource planning analysis; an analysis of transmission and distribution impacts and costs that 
would be required to connect the various levels of renewable generation shown under the various 
cases; and a system operations analysis that assesses reliability requirements and future energy 
needs should the levels and type of renewable generation estimated come into being in Florida. 

The land available may be overstated for PV development in the Navigant report. 

Navigant's assessment for certain technology choices (most notably the use of biomass crops) 
does not appear to take into account that 90 percent of Floridians depend on groundwater for 
drinking and potable purposes, which would be competing uses for the amount of water that 
would be required in order to develop those technology choices in Florida. Water is becoming a 
very critical constraining resource associated with most electric generation expansion and for 
some renewable options even more critical. 

The IOUs are also concerned with the cost analysis provided for the various renewable resources 
and the attached questions reflect those concerns. It appears the cost analysis is based only on 
the "installed cost" of the project. When evaluating the cost to Florida electric customers, the 
entire cost over the life of a project should be taken into consideration. 

The draft Final Report assumes all Renewable facilities will be owned by IPPs, which is 
unlikely. Also it assumes small power producers would have the same capital strength, also 
unlikely. 

Navigant's Final Report should be made more transparent by including the impacts to retail 
electricity prices in the six scenarios in a table. 

The IOUs raise issue with regard to whether Navigant's study took into account that IOUs serve 
77 percent of Florida's load and a significant percentage of Florida's renewable capacity can be 
expected to be secured by municipal and cooperative utilities. 

129 




Docket No. 080503-EI Attachment E 
Date: December 31, 2008 Page 9 of 16 

Given that the recent economic downturn has resulted in a downward adjustment in load 
forecasts, 20 percent by 2020 would likely require the reduced load growth be more heavily 
provided through renewable resources in order to get to 20 percent by 2020. Given the pace of 
access to renewable technology in the early years of the forecast and lower load growth, 
Florida's ability to achieve 20 percent of sales by 2020 will likely be negatively affected. 

While there is only limited time remaining before the Commission must provide a report to the 
legislature, that time will be well spent continuing to seek input to confirm or improve upon 
Navigant's analysis. 

The 10Us attached a list of questions and concerns for Navigant. 

Office of Public Counsel (OPC) 

Consideration of the RPS standard involves competing interests. The environmental 
stakeholders' objective is to maximize the reductions of greenhouse gases. The more money the 
Commission directs the utilities to spend on this, the better for environmental stakeholders. The 
producers and vendors of renewables wish to market their wares. The greater amount of money 
spent above and beyond the utility'S "avoided cost," the better for more projects and profits. 
Utilities' customers, however, will bear the costs of complying with the standards. OPC is 
confident that most support the concept of reducing adverse impacts of generating electricity on 
the environment, including the impacts on climate change. Yet they are concerned with how 
much of the renewable initiative they can afford. 

The Commission must make a fundamental choice: Should the purpose of the rule be the 
generation of the most renewable energy at the lowest possible cost? Or, should the rule ensure 
that the portfolios will incorporate some of each technology, regardless of cost differentials? 

If you direct the utilities to allow the renewable producers to compete head-to-head and choose 
the most economical sources, the result will be the most energy for the available dollars. If, 
instead, you impose on the utilities something of a quota for each technology, regardless of costs, 
and the average cost per unit of renewable energy will increase, while the total that can be 
purchased with the same dollar amount will decrease. 

Ratepayers are under severe financial distress. Their electric bills are being increased by volatile 
fuel costs, rising costs of complying with environmental regulations, the costs of conservation 
programs, and the huge costs of funding, in advance, the construction of massively expensive 
nuclear projects. 

OPC favors a rule that: (1) includes no carve-outs or set-asides that would impede the ability of 
utilities to meet the standard using the most economical mix of renewables; (2) calls for 
competitive Requests for Proposals; (3) limits the amount the utilities are permitted to spend on 
RECs to 1 percent of their annual revenues; and (4) places a ceiling on the price of an individual 
REC. 
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OPC regards the deletion of the separate ceiling on the price of an individual REC as 
unfortunate. 

OPC opposes the 75125 allocation. 

OPC favors the RFP provisions, as it believes the competitive bidding ensure the most 
economical sources of renewables are used. 

Navigant's report is incomplete. They should model other scenarios than the 75125 allocation. 

Comments on Commissioner Skop's proposal: OPC regards the proposal to allocate 5 percent of 
the monies otherwise earmarked for RECs to the solar rebate program as a reasonable 
compromise. Barring legal issues, OPC favors the proposal enabling utilities to market the RECs 
to out-of-state entities. 

OPC would prefer to see the four separate "buckets" of dollars converted into a single category. 

If the format of a standard offer contract is adopted, the price of the contract should be a 
maximum price, and the utility should be directed by rule to conduct competitive processes 
designed to solicit more economical proposals. 

Relating the cost of one technology to another on a "stand-alone" basis provides useful 
information. 

A calculation based solely on the relative costs of RECs may understate the full cost to 
customers of a renewable source with a low capacity factor. A utility may be required to acquire 
separate capacity with which to meet its peak demands. 

OPC firmly opposes the creation of a new cost recovery clause for renewables. To allow a utility 
to flow the costs of its renewables through a clause when base rates are more than adequate to 
absorb those costs would result in customers' total bills being higher than necessary to support 
an RPS. 

Progress Energy Florida (PEF) 

PEF supports the Commission Staff RPS draft rule as revised on 1012108 and PEF's submitted 
changes. 

Staff's draft rule is based on renewable resource availability, technical capability and economic 
effectiveness. It has sufficient details to be an efficient and workable standard. It offers a 
balanced approach on encouraging Renewables while providing consumer protection. 

Staff's draft rule has realistic percentages which increase over time and can be adjusted. 

PEF recommends provisions that will give way to federal laws. They recommend allowing 
revisions to the rule subject to greenhouse gas limitations. 

131 



Docket No. 080503-El Attachment E 
Date: December 31, 2008 Page II of 16 

The IOU penalty provisions are unnecessary given the Commission already has penalty authority 
over IOUs that are noncompliant with the Florida Administrative Code. 

Sarasota County 

Sarasota County supports 20 percent by 2020. 

Solar hot water offsets should be included. It is a "low hanging fruit which will make any RPS 
target easier and less expensive to achieve." Solar thermal in the RPS would also take advantage 
of a strong network of existing small businesses already engaged in the installation of the 
technology and prepared to quickly ramp up that effort with the right market and policy 
incentives. 

Southern Alliance for Clean Energy (SACE) 

Florida has resources to meet 20 percent by 2020. In its favorable scenario, the Navigant study 
demonstrates that with the right policies, Florida could achieve 27 percent of electricity from 
renewables. 

The study would have provided even more technical and economic solar energy potential if the 
adoption of small solar thermal units was modeled. 

A 20 percent by 2020 RPS can be achieved at a modest cost. It would be less than 2.5 percent or 
about $3.50 per month for a typical household using 1,000 kWh of electricity. A $3.50 per 
month rate impact is clearly not "cost prohibitive." 

A cost cap is unnecessary. Costs can be handled on an exception basis. 

The relative rate impact of a 20 percent RPS is small in the context of rate impacts from 
conventional generation. The average Florida utility customer bill has increased by 25 percent 
since 2005. Utility bills will increase by over 25 percent next year for Progress Energy 
customers due to nuclear early cost recovery. 

The cumulative rate impact from implementing a 20 percent RPS by 2020 is $26.90 in 2020, 
whereas the rate impact from the proposed Levy County nuclear units is $51.92 in 2020. The 
impact to ratepayers from the proposed construction of nuclear units is about twice the rate 
impact of a 20 percent RPS. 

Conventional power ties consumers to uncertainty. In contrast, upfront capital costs for 
renewables, such as solar PV, have been steadily dropping in price. The price per watt peak has 
dropped from $27 in 1982 to $4 today. 

Florida's over-reliance on conventional generation has impacted consumers with substantial rate 
impacts from nuclear capital construction costs and fossil fuel charge volatility and increases. 
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Renewable energy sources can provide important hedge benefits. A number of studies show that 
aggressive renewable energy penetration may put downward pressure on natural gas prices by 
easing natural gas supply pressures. Some benefits can't be quantified. 

SACE applauds Commissioner Skop for recognizing in his proposal that renewable energy 
developers require financial certainty, and SACE supports the idea of financial certainty behind 
the REC standard offer contract. The most successful RPS states require utilities to sign long­
term power purchase contracts with eligible renewable developers. 

SACE supports the preferential treatment for solar and wind. 

A Clean Energy Portfolio is not within the scope of the RPS as envisioned in the statute. 

Sunshine State Solar Power (SSSP) 

Comments on Navigant Study - Refers to 2005 Study by Americans for Solar Power that was 
used to support design of the current California Solar Initiative. The study determined that solar 
power provides between $78 MWH and $224 MWH of value to California. 

Job Creation - a Solar Energy Industries Association study reported that each 1 MW of solar 
supports 32 jobs, with 8 being local. A recent Navigant study showed the potential for up to 
32,000 new jobs in Florida 2016 due to the Federal Solar ITC extension and the build-out of a 
solar generation platform. 

While solar technology currently is more costly to install, it is the same or lower than traditional 
fossil-fired technologies from a value-added perspective. 

Rule 17.400 - Recommends the following annual targets: 5 percent by 2010, 8 percent by 2012, 
12 percent by 2014, 16 percent by 2016, and 20 percent by 2020. SSSP suggests setting the 
initial starting point slightly below the existing renewable generation level to provide a cushion 
in case of plant retirements or operational changes prior 0 the RPS program commencement. 
The Commission could also choose to waive compliance in the early years to the extent that 
some significant change occurred to existing assets and caused IOUs to be out of compliance 
before adequate new generation is developed. 

Recommends the RPS program and rules be revisited more often than 5 years. SSSP suggests 
that the first review occur within 2 years of the program commencement and every 3 years 
thereafter until a determination is made that the program is working as intended and a longer 
review window is justified. 

Recommends a 5 percent revenue cap. 

Rather than adjust the 75 percentl25 percent allocation, the more appropriate correction is to 
eliminate payments to any existing asset that has been operating longer than 5 years prior to the 
RPS commencement date. 
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The current RPS draft rules provide incentives for the IOU to select the self-build option. 
Instead, a minimum of 50 percent of an 10Us RPS compliance generation should come from 
non-affiliated sources. The benefits are a) sharing the risk of ownership across multiple players, 
(b) reducing the 10Us upfront capital needs, (c) increasing economic development and job 
creation, and (d) a broader and more dynamic renewable energy industry. 

Rule 17.410 - SSSP says a REC-based RPS program is not appropriate for the Florida electric 
energy market. It is unlikely that a robust trading market will develop with only 5 entities 
mandated to participate. REC programs have tended to be more costly and administratively 
burdensome than other forms of RPS compliance. Also, it does very little for smaller 
applications such as solar hot water and residential PV systems. 

SSSP prefers that the RPS program be based on a contract-path mechanism, like long-term 
Standard Offer Contracts, Renewable Energy Payments or Feed-In Tariffs. 

Revenue certainty is necessary. A tradable REC program typically reflects short-term and spot 
contracts and financing parties will not ascribe much value to these uncertain revenues. 

Commissioner Skop's proposal- SSSP supports a program that uses a contract path mechanism, 
such as Commissioner Skop's approach. SSSP also suggests that we use as much of the 
structure and concepts of the current Commission Staff draft rules as possible. 

SSSP supports allocating funds to both Standard Offer Contracts and Solar Rebates. The Solar 
Rebate allocation needs to be a meaningful amount given the current experience with the 
oversubscribed $5 million general fund rebate program. A set dollar amount should be used 
rather than a percentage of the overall Revenue Cap. The initial allocation should be at least $10 
million and should be revised periodically. 

SSSP supports having allocations by renewable type in the Standard Offer Contract and suggests 
using the Class I and Class II categories in the staff draft rule. 

The Commission would engage a 3fd party consultant to determine the appropriate Standard 
Offer Contract pricing. 

SSSP accepts utilization of an "avoided-cost plus model," however each technology should be 
compared to its most appropriate generation proxy rather than all technologies being compared 
to an avoided base load unit. 

The existing bid process should be kept, with some modifications. 

As to the utility self-build option, a minimum of 50 percent of RPS compliance generation must 
come from non-affiliated sources. 
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Wheelabrator Technologies 

According to Wheelabrator, there are several fundamental flaws in the Navigant study. A 
significant flaw is that Navigant only considered RPS scenarios using the assumption in staffs 
strawman rule proposal of a 75 percent-25 percent split of REC expenditures between Class 1 
and Class 2 renewables. This assumption is arbitrary and Navigant should be required to run a 
scenario at a 50 percent-50 percent split and a scenario with no differentiation between classes as 
Public counsel urged. 

Wheelabrator questions Navigant's assumption that Florida could achieve 6-7.5 percent RE 
penetration by the end of year 2009. Analysis and staffs own calculations have shown that as of 
2007, RE accounts for 3.6 percent of the state's retail sales. 

Also, Navigant's favorable projections of RE for 2020 could only be achieved if all the stars 
aligned, something that is not likely to occur. 

Wheelabrator disagrees with staffs portrayal of the three approaches (renewable, DSM, utility 
generation) as being on equal footing. The utility generation component is and will continue to 
be dominant. The goal of RPS should be to reduce this dependence significantly. 

A major concern is with the newly-introduced concept of a Clean Energy Portfolio. The 
legislature defined "renewable energy" and the definition does not include nuclear power. 
Arguments to include nuclear power were not well-received by the Legislature. It would be 
short-sighted and disingenuous for the Commission to suggest a 20 percent RPS could be 
achieved by making a definitional change. 

Any cost recovery by the IOU should be limited to the same standards that a renewable 
developer would face, which is avoided cost plus the average value for RECs within the 
respective utility's service territory for similar renewable technology. 

A "stretch" renewable energy percentage goal and a properly set alternative compliance payment 
(ACP) will result in a robust renewable market. Staffs belief that the Commission cannot 
establish an ACP because there is no authority to establish a fund is a "red herring." If there is 
no ACP, the Commission would likely fine the IOU. That fine would be deposited in the 
General Revenue Fund. There is no problem or impediment to an ACP. 

The Commission should put an ACP in place and ask that the Legislature consider how to spend 
funds. Also, Wheelabrator disagrees that establishing an appropriate ACP is very complicated. 

The Standard offer Contract (SOC) Approach - without more information and analysis, it is not 
possible to say whether Wheelabrator could support such a plan. 

The SOC plan contains an implementation target of 20 percent renewables by 2020, yet there is 
no mention of how that will be reached on a year-to-year basis or milestones that should be 
achieved before 2020. Without clear compliance and enforcement measures, there is little to no 
incentive for an IOU to participate in this program. 
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The SOC would apparently do nothing to "protect the economic viability of Florida's existing 
renewable energy facilities," as Section 366.92(1) requires. The SOC would only allow for the 
IOU to contract with a renewable energy producer in a bundled plan, in which the IOU retains 
the energy and the attributes. 

If there is no ability for existing renewable energy generators to sell the attributes of their 
renewable energy separately in the market, they will be at a competitive disadvantage compared 
to new developers. 

Wheelabrator's proposal could be amended to allow a bundled SOC as an alternative choice for 
the generator. 

• Wheelabrator's Draft Rule Proposal is attached and includes: 

Definition for "Equivalent Solar Thermal Energy." 

Definition for "Compliance Year." 

Definition for "Alternative Compliance Credit." 

Definition for "Force majeure." 


Revisions to RPS - By January 30, 2010, and not less than annually thereafter each 
investor-owned utility shall submit to the Commission an annual report demonstrating 
compliance renewable portfolio standards which meet or exceed the following long term 
standard through the production or purchase ofRECs: 

By Jan. 1,2010,3 percent, with .5 percent from Class I and 2.5 percent from Class II. 
By Jan. 1,2017,6 percent, with 1 percent from Class I and 5 percent from Class II. 
By Jan. 1,2025, 12 percent, with 3 percent from Class I and 9 percent from Class II. 
By Jan. 1,2035,20 percent, with 8 percent from Class I and 12 percent from Class II. 

Provides for Alternative Compliance Mechanism - authorizes utility to make an ACP. 
Alternative Compliance Credits would be from the Commission or independent third party 
market administrator. The ACP is $60 per MWH for 2010. 

Cost Recovery language - "Reasonable and prudent costs associated with the production 
or purchase of renewable energy credits to meet the utility's renewable portfolio standards, 
including administrative costs of the Florida Renewable Energy Credit Market, shall be 
recovered through the Environmental Cost Recovery clause." 

REC Market (Rule 17.410) - The Commission (not the IOUs) must establish and 
administer, either on its own, or through contract with an independent third party, an electronic 
renewable energy credit market. The market must allow for the transparent production, buying, 
selling, and trading of RECs used to comply with the RPS. 

A REC is retained by the owner of the eligible renewable energy resource from which it 
is derived unless specifically sold or transferred. 
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Within 90 days from the effective date of the rule, the Commission must institute the 
structure, governance and procedures for administering the REC market. 

Marni Zollinger (late-filed) 

Commission presented an entirely pro-utility RPS plan. 


Navigant's study was specifically designed to remove the most economically viable options of 

high-efficiency and investor-funded options. 


Commissioner Skop's proposal "appears to be a good effort upon which the addition of a few 

key ideas might yield an RPS rule that actually favors the people of Florida." 


Let the market dictate the rate of input of clean and green and actually uphold the tenets of a 

"free enterprise system." At no time should a rate be paid that is not at the market price. 


Let the IOUs go ahead and fund solar rebates out of dividends only. 


The avoided cost plus model is a backwards idea that the costs of making emissions have any 

relation at all to the cost of renewables. 


As to the utility self-build option, no objection. If they fund new sources from dividends, let 

them own it. If they fund from cost recovery or increased rates, let the people own it. 


Consumer Correspondence 


Letters were received from approximately 20 consumers urging an RPS of 20 percent by 2020. 
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Attachment F - Florida Statutes 

Section 366.051, F.S., Cogeneration, Small Power Production, Commission 

Jurisdiction 


Section 366.80-.82, F.S., Florida Energy Efficiency and Conservation Act (FEECA) 


Section 366.91, F.S., Renewable Energy 


Section 366.92, F.S., Florida Renewable Energy (per SB 888 - 2006) 


Section 366.92, F.S., Florida Renewable Energy (per HB 7135 - 2008) 
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Section 366.051, F.S., Cogeneration, Small Power Production, Commission Jurisdiction 

366.051 Cogeneration; small power production; commission jurisdiction.--Electricity 
produced by cogeneration and small power production is of benefit to the public when included 
as part of the total energy supply of the entire electric grid of the state or consumed by a 
cogenerator or small power producer. The electric utility in whose service area a cogenerator or 
small power producer is located shall purchase, in accordance with applicable law, all electricity 
offered for sale by such cogenerator or small power producer; or the cogenerator or small power 
producer may sell such electricity to any other electric utility in the state. The commission shall 
establish guidelines relating to the purchase of power or energy by public utilities from 
cogenerators or small power producers and may set rates at which a public utility must purchase 
power or energy from a cogenerator or small power producer. In fixing rates for power 
purchased by public utilities from cogenerators or small power producers, the commission shall 
authorize a rate equal to the purchasing utility's full avoided costs. A utility's "full avoided costs" 
are the incremental costs to the utility of the electric energy or capacity, or both, which, but for 
the purchase from cogenerators or small power producers, such utility would generate itself or 
purchase from another source. The commission may use a statewide avoided unit when setting 
full avoided capacity costs. If the cogenerator or small power producer provides adequate 
security, based on its financial stability, and no costs in excess of full avoided costs are likely to 
be incurred by the electric utility over the term during which electricity is to be provided, the 
commission shall authorize the levelization of payments and the elimination of discounts due to 
risk factors in determining the rates. Public utilities shall provide transmission or distribution 
service to enable a retail customer to transmit electrical power generated by the customer at one 
location to the customer's facilities at another location, if the commission finds that the provision 
of this service, and the charges, terms, and other conditions associated with the provision of this 
service, are not likely to result in higher cost electric service to the utility's general body of retail 
and wholesale customers or adversely affect the adequacy or reliability of electric service to all 
customers. Notwithstanding any other provision of law, power generated by the customer and 
provided by the utility to the customers' facility at another location is subject to the gross receipts 
tax imposed under s. 203.01 and the use tax imposed under s. 212.06. Such taxes shall apply at 
the time the power is provided at such other location and shall be based upon the cost price of 
such power as provided in s. 2 J2.06(1 )(b). 
History.--ss. 5,22, ch. 89-292; s. 4, ch. 91-429. 
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Sections 366.80-.82, F.S., Florida Energy Efficiency and Conservation Act (FEECA) 

366.80 Short title.--Sections 366.80.-366.85 and 40.3.519 shall be known and may be cited as 

the "Florida Energy Efficiency and Conservation Act." 

History.--s. 5, ch. 80.-65; s. 2, ch. 81-318; ss. 20., 22, ch. 89-292; s. 4, ch. 91-429. 


366.81 Legislative findings and intent.--The Legislature finds and declares that it is critical to 

utilize the most efficient and cost-effective demand-side renewable energy systems and 

conservation systems in order to protect the health, prosperity, and general welfare of the state 

and its citizens. Reduction in, and control of, the growth rates of electric consumption and of 

weather-sensitive peak demand are of particular importance. The Legislature further finds that 

the Florida Public Service Commission is the appropriate agency to adopt goals and approve 

plans related to the promotion of demand-side renewable energy systems and the conservation of 

electric energy and natural gas usage. The Legislature directs the commission to develop and 

adopt overall goals and authorizes the commission to require each utility to develop plans and 

implement programs for increasing energy efficiency and conservation and demand-side 

renewable energy systems within its service area, subject to the approval of the commission. 

Since solutions to our energy problems are complex, the Legislature intends that the use of solar 

energy, renewable energy sources, highly efficient systems, cogeneration, and load-control 

systems be encouraged. Accordingly, in exercising its jurisdiction, the commission shall not 

approve any rate or rate structure which discriminates against any class of customers on account 

of the use of such facilities, systems, or oevices. This expression of legislative intent shall not be 

construed to preclude experimental rates, rate structures, or programs. The Legislature further 

finds and declares that ss. 366.80.-366.85 and 40.3.519 are to be liberally construed in order to 

meet the complex problems of reducing and controlling the growth rates of electric consumption 

and reducing the growth rates of weather-sensitive peak demand; increasing the overall 

efficiency and cost-effectiveness of electricity and natural gas production and use; encouraging 

further development of demand-side renewable energy systems; and conserving expensive 

resources, particularly petroleum fuels. 

History.--s. 5, ch. 80.-65; s. 2, ch. 81-318; ss. 14,20.,22, ch. 89-292; s. 4, ch. 91-429; s. 38, ch. 

20.0.8-227. 


366.82 Definition; goals; plans; programs; annual reports; energy audits.-­

(1) For the purposes of ss. 366.80.-366.85 and 40.3.519: 

(a) "Utility" means any person or entity of whatever form which provides electricity or natural 

gas at retail to the public, specifically including municipalities or instrumentalities thereof and 

cooperatives organized under the Rural Electric Cooperative Law and specifically excluding any 

municipality or instrumentality thereof, any cooperative organized under the Rural Electric 

Cooperative Law, or any other person or entity providing natural gas at retail to the public whose 

annual sales volume is less than 10.0. million therms or any municipality or instrumentality 

thereof and any cooperative organized under the Rural Electric Cooperative Law providing 

electricity at retail to the public whose annual sales as of July 1, 1993, to end-use customers is 

less than 2,0.0.0. gigawatt-hours. 

(b) "Demand-side renewable energy" means a system located on a customer's premises 

generating thermal or electric energy using Florida renewable energy resources and primarily 
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intended to offset all or part of the customer's electricity requirements provided such system does 
not exceed 2 megawatts. 
(2) The commission shall adopt appropriate goals for increasing the efficiency of energy 
consumption and increasing the development of demand-side renewable energy systems, 
specifically including goals designed to increase the conservation of expensive resources, such as 
petroleum fuels, to reduce and control the growth rates of electric consumption, to reduce the 
growth rates of weather-sensitive peak demand, and to encourage development of demand-side 
renewable energy resources. The commission may allow efficiency investments across 
generation, transmission, and distribution as well as efficiencies within the user base. 
(3) In developing the goals, the commission shall evaluate the full technical potential of all 
available demand-side and supply-side conservation and efficiency measures, including demand­
side renewable energy systems. In establishing the goals, the commission shall take into 
consideration: 
(a) The costs and benefits to customers participating in the measure. 
(b) The costs and benefits to the general body of ratepayers as a whole, including utility 
incentives and participant contributions. 
(c) The need for incentives to promote both customer-owned and utility-owned energy 
efficiency and demand-side renewable energy systems. 
(d) The costs imposed by state and federal regulations on the emission of greenhouse gases. 
(4) Subject to specific appropriation, the commission may expend up to $250,000 from the 
Florida Public Service Regulatory Trust Fund to obtain needed technical consulting assistance. 
(5) The Florida Energy and Climate Commission shall be a party in the proceedings to adopt 
goals and shall file with the commission comments on the proposed goals, including, but not 
limited to: 
(a) An evaluation of utility load forecasts, including an assessment of alternative supply-side 
and demand-side resource options. 
(b) An analysis of various policy options that can be implemented to achieve a least-cost 
strategy, including nonutility programs targeted at reducing and controlling the per capita use of 
electricity in the state. 
(c) An analysis of the impact of state and local building codes and appliance efficiency 
standards on the need for utility-sponsored conservation and energy efficiency measures and 
programs. 
(6) The commission may change the goals for reasonable cause. The time period to review the 
goals, however, shall not exceed 5 years. After the programs and plans to meet those goals are 
completed, the commission shall determine what further goals, programs, or plans are warranted 
and adopt them. 
(7) Following adoption of goals pursuant to subsections (2) and (3), the commission shall 
require each utility to develop plans and programs to meet the overall goals within its service 
area. The commission may require modifications or additions to a utility's plans and programs at 
any time it is in the public interest consistent with this act. In approving plans and programs for 
cost recovery, the commission shall have the flexibility to modify or deny plans or programs that 
would have an undue impact on the costs passed on to customers. If any plan or program 
includes loans, collection of loans, or similar banking functions by a utility and the plan is 
approved by the commission, the utility shall perform such functions, notwithstanding any other 
provision of the law. However, no utility shall be required to loan its funds for the purpose of 
purchasing or otherwise acquiring conservation measures or devices, but nothing herein shall 
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prohibit or impair the administration or implementation of a utility plan as submitted by a utility 
and approved by the commission under this subsection. If the commission disapproves a plan, it 
shall specify the reasons for disapproval, and the utility whose plan is disapproved shall resubmit 
its modified plan within 30 days. Prior approval by the commission shall be required to modify 
or discontinue a plan, or part thereof, which has been approved. If any utility has not 
implemented its programs and is not substantially in compliance with the provisions of its 
approved plan at any time, the commission shall adopt programs required for that utility to 
achieve the overall goals. Utility programs may include variations in rate design, load control, 
cogeneration, residential energy conservation subsidy, or any other measure within the 
jurisdiction of the commission which the commission finds likely to be effective; this provision 
shall not be construed to preclude these measures in any plan or program. 
(8) The commission may authorize financial rewards for those utilities over which it has 
rate setting authority that exceed their goals and may authorize financial penalties for those 
utilities that fail to meet their goals, including, but not limited to, the sharing of generation, 
transmission, and distribution cost savings associated with conservation, energy efficiency, and 
demand-side renewable energy systems additions. 
(9) The commission is authorized to allow an investor-owned electric utility an additional return 
on equity of up to 50 basis points for exceeding 20 percent of their annual load-growth through 
energy efficiency and conservation measures. The additional return on equity shall be established 
by the commission through a limited proceeding. 
(10) The commission shall require periodic reports from each utility and shall provide the 
Legislature and the Governor with an annual report by March 1 of the goals it has adopted and its 
progress toward meeting those goals. The commission shall also consider the performance of 
each utility pursuant to ss. 366.80-366.85 and 403.519 when establishing rates for those utilities 
over which the commission has ratesetting authority. 
(11) The commission shall require each utility to offer, or to contract to offer, energy audits to 
its residential customers. This requirement need not be uniform, but may be based on such 
factors as level of usage, geographic location, or any other reasonable criterion, so long as all 
eligible customers are notified. The commission may extend this requirement to some or all 
commercial customers. The commission shall set the charge for audits by rule, not to exceed the 
actual cost, and may describe by rule the general form and content of an audit. In the event one 
utility contracts with another utility to perform audits for it, the utility for which the audits are 
performed shall pay the contracting utility the reasonable cost of performing the audits. Each 
utility over which the commission has ratesetting authority shall estimate its costs and revenues 
for audits, conservation programs, and implementation of its plan for the immediately following 
6-month period. Reasonable and prudent unreimbursed costs projected to be incurred, or any 
portion of such costs, may be added to the rates which would otherwise be charged by a utility 
upon approval by the commission, provided that the commission shall not allow the recovery of 
the cost of any company image-enhancing advertising or of any advertising not directly related to 
an approved conservation program. Following each 6-month period, each utility shall report the 
actual results for that period to the commission, and the difference, if any, between actual and 
projected results shall be taken into account in succeeding periods. The state plan as submitted 
for consideration under the National Energy Conservation Policy Act shall not be in conflict with 
any state law or regulation. 
(12) Notwithstanding the provisions of s. 377.703, the commission shall be the responsible state 
agency for performing, coordinating, implementing, or administering the functions of the state 
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plan submitted for consideration under the National Energy Conservation Policy Act and any 
acts amendatory thereof or supplemental thereto and for performing, coordinating, 
implementing, or administering the functions of any future federal program delegated to the state 
which relates to consumption, utilization, or conservation of electricity or natural gas; and the 
commission shall have exclusive responsibility for preparing all reports, information, analyses, 
recommendations, and materials related to consumption, utilization, or conservation of electrical 
energy which are required or authorized by s. 377.703. 
(l3) The commission shall establish all minimum requirements for energy auditors used by each 
utility. The commission is authorized to contract with any public agency or other person to 
provide any training, testing, evaluation, or other step necessary to fulfill the provisions of this 
subsection. 
History.--s. 5, ch. 80-65; s. 2, ch. 81-131; s. 2, ch. 81-318; ss. 5,15, ch. 82-25; ss. 15,20,22, ch. 
89-292; s. 4, ch. 91-429; s. 81, ch. 96-321; s. 39, ch. 2008-227. 
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Section 366.91, F.s., Renewable Energy 

366.91 Renewable energy.-­
(1) The Legislature finds that It IS in the public interest to promote the development of 
renewable energy resources in this state. Renewable energy resources have the potential to help 
diversify fuel types to meet Florida's growing dependency on natural gas for electric production, 
minimize the volatility of fuel costs, encourage investment within the state, improve 
environmental conditions, and make Florida a leader in new and innovative technologies. 
(2) As used in this section, the term: 
(a) "Biomass" means a power source that is comprised of, but not limited to, combustible 
residues or gases from forest products manufacturing, waste, byproducts, or products from 
agricultural and orchard crops, waste or coproducts from livestock and poultry operations, waste 
or byproducts from food processing, urban wood waste, municipal solid waste, municipal liquid 
waste treatment operations, and landfill gas. 
(b) "Customer-owned renewable generation" means an electric generating system located on a 
customer's premises that is primarily intended to offset part or all of the customer's electricity 
requirements with renewable energy. 
(c) "Net metering" means a metering and billing methodology whereby customer-owned 
renewable generation is allowed to offset the customer's electricity consumption on site. 
(d) "Renewable energy" means electrical energy produced from a method that uses one or more 
of the following fuels or energy sources: hydrogen produced from sources other than fossil fuels, 
biomass, solar energy, geothermal energy, wind energy, ocean energy, and hydroelectric power. 
The term includes the alternative energy resource, waste heat, from sulfuric acid manufacturing 
operations. 
(3) On or before January 1,2006, each public utility must continuously offer a purchase contract 
to producers of renewable energy. The commission shall establish requirements relating to the 
purchase of capacity and energy by public utilities from renewable energy producers and may 
adopt rules to administer this section. The contract shall contain payment provisions for energy 
and capacity which are based upon the utility's full avoided costs, as defined in s. 366.051; 
however, capacity payments are not required if, due to the operational characteristics of the 
renewable energy generator or the anticipated peak and off-peak availability and capacity factor 
ofthe utility's avoided unit, the producer is unlikely to provide any capacity value to the utility or 
the electric grid during the contract term. Each contract must provide a contract term of at least 
10 years. Prudent and reasonable costs associated with a renewable energy contract shall be 
recovered from the ratepayers of the contracting utility, without differentiation among customer 
classes, through the appropriate cost-recovery clause mechanism administered by the 
commission. 
(4) On or before January 1, 2006, each municipal electric utility and rural electric cooperative 
whose annual sales, as of July 1, 1993, to retail customers were greater than 2,000 gigawatt hours 
must continuously offer a purchase contract to producers of renewable energy containing 
payment provisions for energy and capacity which are based upon the utility's or cooperative's 
full avoided costs, as determined by the governing body of the municipal utility or cooperative; 
however, capacity payments are not required if, due to the operational characteristics of the 
renewable energy generator or the anticipated peak and off-peak availability and capacity factor 
of the utility's avoided unit, the producer is unlikely to provide any capacity value to the utility or 
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the electric grid during the contract term. Each contract must provide a contract term of at least 
10 years. 
(5) On or before January 1, 2009, each public utility shall develop a standardized 
interconnection agreement and net metering program for customer-owned renewable generation. 
The commission shall establish requirements relating to the expedited interconnection and net 
metering of customer-owned renewable generation by public utilities and may adopt rules to 
administer this section. 
(6) On or before July 1,2009, each municipal electric utility and each rural electric cooperative 
that sells electricity at retail shall develop a standardized interconnection agreement and net 
metering program for customer-owned renewable generation. Each governing authority shall 
establish requirements relating to the expedited interconnection and net metering of customer­
owned generation. By April I of each year, each municipal electric utility and rural electric 
cooperative utility serving retail customers shall file a report with the commission detailing 
customer participation in the interconnection and net metering program, including, but not 
limited to, the number and total capacity of interconnected generating systems and the total 
energy net metered in the previous year. 
(7) Under the provisions of subsections (5) and (6), when a utility purchases power generated 
from biogas produced by the anaerobic digestion of agricultural waste, including food waste or 
other agricultural byproducts, net metering shall be available at a single metering point or as a 
part of conjunctive billing of multiple points for a customer at a single location, so long as the 
provision of such service and its associated charges, terms, and other conditions are not 
reasonably projected to result in higher cost electric service to the utility's general body of 
ratepayers or adversely affect the adequacy or reliability of electric service to all customers, as 
determined by the commission for public utilities, or as determined by the governing authority of 
the municipal electric utility or rural electric cooperative that serves at retail. 
(8) A contracting producer of renewable energy must pay the actual costs of its interconnection 

with the transmission grid or distribution system. 

History.--s. 1, ch. 2005-259; s. 41, ch. 2008-227. 
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Section 366.92, F.S. - Florida Renewable Energy Policy 

Per SB 888 (2006) 


366.92 Florida renewable energy policy.­
(1) It is the intent of the Legislature to promote the development of renewable energy; protect the 
economic viability of Florida's existing renewable energy facilities; diversify the types of fuel 
used to generate electricity in Florida; lessen Florida's dependence on natural gas and fuel oil for 
the production of electricity; minimize the volatility of fuel costs; encourage investment within 
the state; improve environmental conditions; and at the same time, minimize the costs of power 
supply to electric utilities and their 
customers. 
(2) For the purposes of this section, "Florida renewable energy resources" shall mean renewable 
energy, as defined in s. 377.803, that is produced in Florida. 
(3) The commission may adopt appropriate goals for increasing the use of existing, expanded, 
and new Florida renewable energy resources. The commission may change the goals. The 
commission may review and reestablish the goals at least once every five years. 
(4) The commission may adopt rules to administer and implement the provisions of this section. 

146 




Docket No. 080503-EI Attachment F 

Date: December 31, 2008 Page 10 of II 


Section 366.92, F.S. - Florida Renewable Energy Policy 

Per HB 7135 (2008) 


366.92 Florida renewable energy policy.-­
(l) It is the intent of the Legislature to promote the development of renewable energy; protect 
the economic viability of Florida's existing renewable energy facilities; diversify the types of fuel 
used to generate electricity in Florida; lessen Florida's dependence on natural gas and fuel oil for 
the production of electricity; minimize the volatility of fuel costs; encourage investment within 
the state; improve environmental conditions; and, at the same time, minimize the costs of power 
supply to electric utilities and their customers. 
(2) As used in this section, the term: 
(a) "Florida renewable energy resources" means renewable energy, as defined in s. 377.803, that 
is produced in Florida. 
(b) "Provider" means a "utility" as defined in s. 366.~_255(l)(a). 
(c) "Renewable energy" means renewable energy as defined in s .. ~66.91 (2)(d). 
(d) "Renewable energy credit" or "REC" means a product that represents the unbundled, 
separable, renewable attribute of renewable energy produced in Florida and is equivalent to 1 
megawatt-hour of electricity generated by a source of renewable energy located in Florida. 
(e) "Renewable portfolio standard" or "RPS" means the minimum percentage of total annual 
retail electricity sales by a provider to consumers in Florida that shall be supplied by renewable 
energy produced in Florida. 
(3) The commission shall adopt rules for a renewable portfolio standard requiring each provider 
to supply renewable energy to its customers directly, by procuring, or through renewable energy 
credits. In developing the RPS rule, the commission shall consult the Department of 
Environmental Protection and the Florida Energy and Climate Commission. The rule shall not be 
implemented until ratified by the Legislature. The commission shall present a draft rule for 
legislative consideration by February 1,2009. 
(a) In developing the rule, the commission shall evaluate the current and forecasted levelized 
cost in cents per kilowatt hour through 2020 and current and forecasted installed capacity in 
kilowatts for each renewable energy generation method through 2020. 
(b) The commission's rule: 
1. Shall include methods of managing the cost of compliance with the renewable portfolio 
standard, whether through direct supply or procurement of renewable power or through the 
purchase of renewable energy credits. The commission shall have rulemaking authority for 
providing annual cost recovery and incentive-based adjustments to authorized rates of return on 
common equity to providers to incentivize renewable energy. Notwithstanding s. 366.91 (3) and 
(4), upon the ratification of the rules developed pursuant to this subsection, the commission may 
approve projects and power sales agreements with renewable power producers and the sale of 
renewable energy credits needed to comply with the renewable portfolio standard. In the event of 
any conflict, this subparagraph shall supersede s. 366,.2l(3) and (4). However, nothing in this 
section shall alter the obligation of each public utility to continuously offer a purchase contract to 
producers of renewable energy. 
2. Shall provide for appropriate compliance measures and the conditions under which 
noncompliance shall be excused due to a determination by the commission that the supply of 
renewable energy or renewable energy credits was not adequate to satisfy the demand for such 
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energy or that the cost of securing renewable energy or renewable energy credits was cost 
prohibitive. 
3. May provide added weight to energy provided by wind and solar photovoltaic over other 
forms of renewable energy, whether directly supplied or procured or indirectly obtained through 
the purchase of renewable energy credits. 
4. Shall determine an appropriate period of time for which renewable energy credits may be 
used for purposes of compliance with the renewable portfolio standard. 
5. Shall provide for monitoring of compliance with and enforcement of the requirements of this 
section. 
6. Shall ensure that energy credited toward compliance with the requirements of this section is 
not credited toward any other purpose. 
7. Shall include procedures to track and account for renewable energy credits, including 
ownership of renewable energy credits that are derived from a customer-owned renewable 
energy facility as a result of any action by a customer of an electric power supplier that is 
independent of a program sponsored by the electric power supplier. 
8. Shall provide for the conditions and options for the repeal or alteration ofthe rule in the event 
that new provisions of federal law supplant or conflict with the rule. 
(c) Beginning on April 1 of the year following final adoption of the commission's renewable 
portfolio standard rule, each provider shall submit a report to the commission describing the 
steps that have been taken in the previous year and the steps that will be taken in the future to 
add renewable energy to the provider'S energy supply portfolio. The report shall state whether the 
provider was in compliance with the renewable portfolio standard during the previous year and 
how it will comply with the renewable portfolio standard in the upcoming year. 
(4) In order to demonstrate the feasibility and viability of clean energy systems, the commission 
shall provide for full cost recovery under the environmental cost-recovery clause of all 
reasonable and prudent costs incurred by a provider for renewable energy projects that are zero 
greenhouse gas emitting at the point of generation, up to a total of 110 megawatts statewide, and 
for which the provider has secured necessary land, zoning permits, and transmission rights 
within the state. Such costs shall be deemed reasonable and prudent for purposes of cost recovery 
so long as the provider has used reasonable and customary industry practices in the design, 
procurement, and construction of the project in a cost-effective manner appropriate to the 
location of the facility. The provider shall report to the commission as part of the cost-recovery 
proceedings the construction costs, in-service costs, operating and maintenance costs, hourly 
energy production of the renewable energy project, and any other information deemed relevant 
by the commission. Any provider constructing a clean energy facility pursuant to this section 
shall file for cost recovery no later than July I, 2009. 
(5) Each municipal electric utility and rural electric cooperative shall develop standards for the 
promotion, encouragement, and expansion of the use of renewable energy resources and energy 
conservation and efficiency measures. On or before April 1, 2009, and annually thereafter, each 
municipal electric utility and electric cooperative shall submit to the commission a report that 
identifies such standards. 
(6) Nothing in this section shall be construed to impede or impair terms and conditions of 
existing contracts. 
(7) The commission may adopt rules to administer and implement the provisions of this section. 
History.--s. 18, ch. 2006-230; s. 42, ch. 2008-227. 
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Appendix B. Standard Offer Contract Approach 


At the January 9, 2009, Special Agenda Conference, the FPSC considered two separate 
draft RPS strategies that were described in the staff recommendation: (l) a market-based 
approach with negotiated contracts between lOUs and renewable energy providers; and (2) a 
standard offer contract approach. During the Special Agenda Conference, Commissioner Skop 
distributed a document to supplement the discussion of the standard offer contract approach. 
Subsequent to the Special Agenda Conference, Commissioner Skop revised the document to 
incorporate additional points raised by him and discussed during the Special Agenda Conference, 
and that document is included as Appendix B. Also included are slides from a presentation on 
the standard offer contract approach provided by Commissioner Skop at the December 3, 2008 
rule development workshop. 
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DRAFT RULE FOR THE IMPLEMENTATION OF A 

FLORIDA RENEWABLE PORTFOLIO STANDARD 


STANDARD OFFER CONTRACT APPROACH 

January 8, 2009 


Nathan A. Skop, Esq. 

Commissioner 


Florida Public Service Commission 


DISCLAIMER 

The views and opinions presented herein are strictly those of the author and have not 
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17.400 Florida Renewable Portfolio Standard 

(1) Application and Scope. 

The purpose of this rule is to establish a renewable portfolio standard for investor-owned electric 

utilities that will promote the development of renewable energy, protect the economic viability of 

existing renewable energy facilities, diversify the types of fuel used to generate electricity in 

Florida, lessen Florida's dependence on fossil fuels for the production of electricity, minimize 

the volatility of fuel costs, encourage investment in the state, improve environmental conditions, 

and minimize the costs of power supply to electric utilities and their customers. 

(2) Definitions. 

(a) "Florida renewable energy resources" means electrical, mechanical, or thermal energy 

produced within the State of Florida from a method that uses one or more of the following fuels 

or energy sources: hydrogen, biomass, solar energy, geothermal energy, wind energy, ocean 

energy, waste heat, or hydroelectric power. 

(b) "Renewable energy" means electrical energy produced from a method that uses one or more 

of the following fuels or energy sources: hydrogen produced from sources other than fossil fuels, 

biomass, solar energy, geothermal energy, wind energy, ocean energy, and hydroelectric power. 

The term includes the alternative energy source, waste heat, from sulfuric acid manufacturing 

operations. 

(c) "Biomass" means a power source that is comprised of, but not limited to, combustible 

residues or gases from forest products manufacturing, waste, or co-products from agricultural 

and orchard crops, waste or co-products from livestock and poultry operations, waste or 

bypro ducts from food processing, urban wood waste, municipal solid waste, municipal liquid 
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waste treatment operations, and landfill gas. 

2 (d) "Renewable Energy Charge," means the .... and shown as a separate line item on monthly 

3 consumer bills. 

4 (e) "Renewable Energy Credit," means a financial instrument that represents the unbundled, 

5 separable, renewable attribute of renewable energy or equivalent solar thermal energy produced 

6 in Florida and is equivalent to one megawatt-hour of electricity generated by a source of 

7 renewable energy located in Florida. 

8 (f) "Renewable Portfolio Standard," means the mInimum percentage of total annual retail 

9 electricity sales by an investor-owned electric utility to consumers in Florida that shall be 

10 supplied by renewable energy produced in Florida. 

11 (g) "Solar Energy System," means equipment that provides for the collection and use of incident 

12 solar energy for water heating, space heating or cooling, or other applications that would 

13 normally require a conventional source of energy such as petroleum products, natural gas, or 

14 electricity that performs primarily with solar energy. In other systems in which solar energy is 

15 used in a supplemental way, only those components that collect and transfer solar energy shall be 

16 included in this definition. 

17 (h) "Solar Photovoltaic System," means a device that converts incident sunlight into electrical 

18 current. 

19 (i) "Solar thermal system," means a device that traps heat from incident sunlight in order to heat 

20 water. 

21 G) "Equivalent Solar Thermal Energy," means the conversion of the thermal output, measured in 

22 British Thermal Units, of a solar thermal system to equivalent units of one megawatt-hour of 

23 electricity otherwise consumed from or output to the electric utility grid. 

24 ADD ADDITIONAL DEFINITIONS AS REQUIRED 
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1 (3) Renewable Portfolio Standard. 

2 (a) Each investor-owned electric utility shall meet or exceed] the following renewable portfolio 

3 standards through the production or purchase of renewable energy in Florida credits pursuant to 

4 Rule 17.410, F .A.c.: 

5 1. by January 1,2010: 4 percent of the prior year's retail electricity sales; 

6 2. by January 1,2011: 5 percent of the prior year's retail electricity sales; 

7 3. by January 1,2012: 6 percent of the prior year's retail electricity sales; 

8 4. by January 1,2013: 7 percent of the prior year's retail electricity sales; 

9 5. by January 1,2014: 8 percent of the prior year's retail electricity sales; 

10 6. by January 1,2015: 10 percent of the prior year's retail electricity sales; 

11 7. by January 1,2016: 12 percent of the prior year's retail electricity sales; 

12 8. by January 1,2017: 14 percent of the prior year's retail electricity sales; 

13 9. by January I, 2018: 16 percent of the prior year's retail electricity sales; 

14 10. by January 1,2019: 18 percent of the prior year's retail electricity sales; and 

15 11. by January 1,2020: 20 percent of the prior year's retail electricity sales. 

16 (b) The Commission, on its own motion, shall initiate a proceeding at least once every three 

17 years to review and, if appropriate, modify the renewable portfolio standards. An investor­

18 owned electric utility or a substantially interested person may petition the Commission, pursuant 

19 to Section 120.54(7), F.S., to request the initiation of a proceeding to modify the renewable 

20 portfolio standards. All modifications of the approved renewable portfolio standards and the 

I The draft rule adopts a mandate. Adopting an aggressive implementation target rather than a firm mandate for the 
RPS, however, would provide utilities with the opportunity to sell the attributes out-of-state (as voluntary or 
compliance RECs) to further mitigate ratepayer impact. Under the draft rule, the renewable energy generated in 
Florida is counted toward meeting the RPS implementation target in a manner consistent with the existing statute. 
The attributes created by operation of law are not used for compliance with the RPS target. Legislative intent is met 
through the requirement that renewable energy must be generated in Florida promoting substantial and immediate 
economic investment within the state. Preserving the ability to sell the to sell the attributes out-of-state (as voluntary 
or compliance RECs) promotes the same favorable end result at a lower overall cost to consumers. 
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associated implementation plans shall only be on a prospective basis and shall not affect 

previously approved contracts and commitments. 

(c) In a proceeding to review the renewable portfolio standards, each investor-owned electric 

utility shall provide an analysis of the technical and economic potential for Florida renewable 

energy resources. 

(4) Consumer Rate Impact Protection. 

(a) Each investor-owned utility shall establish a Renewable Energy Charge initially set at 2 

percent of each investor-owned utility's annual revenue from retail sales of electricity for the 

prior year. The Renewable Energy Charge shall be collected from customers pursuant to the 

provisions of subsection (7) of this rule and shall be subject to true-up based on the actual cost of 

compliance pursuant to subparagraph (5)(). The Commission, on its own motion or as part of 

the annual proceedings in the Renewable Energy Cost Recovery Clause, may increase or 

decrease the Renewable Energy Charge, but in no instance shall the Renewable Energy Charge 

be less than 2 percent. When increasing or decreasing the Renewable Energy Charge, the 

Commission shall take into consideration prevailing economic conditions and the rate impact to 

utility customers. Upon repeal of this rule due to changes in State or Federal law, the Renewable 

Energy Charge shall continue at the minimum percentage necessary to fulfill previously 

approved contracts and commitments. 

(5) Compliance. 

(a) For purposes of compliance with the renewable energy portfolio standards, the following 

shall be counted: 
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(i) The energy purchased by an investor-owned utility from a Florida renewable energy 

2 resource through a Commission approved standard offer contract or negotiated contract; 

3 (ii) The energy produced by an investor-owned utility self-build Florida renewable 

4 energy resource; 

5 (iii) The energy produced by a self-service Florida renewable energy resource, as 

6 reflected through the unbundled renewable energy attributes purchased by an investor­

7 owned utility through a Commission approved standard offer contract or negotiated 

8 contract; 2 

9 (iv) The energy produced by a customer receiving electric service under a net-metering 

10 arrangement pursuant to Rule 25-6.065, F.A.C.; and 

11 (v) The energy produced by a customer receiving a rebate for the installation of a 

12 customer-owned solar energy system pursuant to the provisions of subparagraph (6) of 

13 this rule. 

14 (b) Each investor-owned electric utility shall make a good faith effort to acquire sufficient 

15 renewable energy to comply with the renewable portfolio standards. The Commission shall 

16 consider, on a case-by-case basis, incentive-based adjustments to authorized rates of return on 

17 common equity, not to exceed 25 basis points, to investor-owned electric utilities based on the 

18 degree to which the utility meets or exceeds the renewable portfolio standards. The Commission 

19 shall excuse an investor-owned electric utility from compliance with any renewable portfolio 

20 standards based upon a showing that: 

21 1. the supply of renewable energy is not adequate to satisfy the renewable portfolio 

22 standard; or 

2 Both new and existing self-generation projects would be eligible. 
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2. the cost of securing renewable energy is prohibitive such that the total costs of 

2 compliance with the renewable portfolio standards exceeds the Renewable Energy 

3 Charge cost caps contained in paragraph (4)(a). 

4 (c) The cost of compliance with the renewable portfolio standards shall be defined as the 

5 incremental costs associated with the production or purchase of renewable energy which exceed 

6 the costs to the utility of electric energy or capacity, or both, which but for the production or 

7 purchase of renewable energy such utility would generate itself or purchase from another source. 

8 

9 (6) Solar Rebates. 

10 (a) A total of 5 percent of the Renewable Energy Charge established pursuant to subparagraph 

11 (4)(a) shall be directed by each investor-owned utility to provide the following up-front rebates 

] 2 for the installation of customer-owned, net-metered, solar energy systems less than 2 MW in size 

13 used to offset the customer's electricity consumption: 

14 

Class Solar Pool Heater Solar Water Heatine: Solar Photo Voltaic (PV) 

Residential $100 per installation $500 per installation 
$4 per Watt (2kW Min 
Size) 

Residential Max Rebate $100 per installation $500 per installation $20,000 per installation 

Commercial Not Applicable $15 per IOOOBtu 
$4 per Watt (2kW Min 
Size) 

Commercial Max 
Rebate Not Applicable $5,000 per installation $100,000 per installation 

15 

16 (b) Amend Rule 25-6.065(9). Customer gets solar rebate; utility installs meter at its own 

17 expense to track total generation such that it can count energy production towards compliance 

18 with RPS. Utility owns REC(s) which they can sell out-of-state. 
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COST EFFECTIVE WAY OF PROMOTING DISTRlBUTED GENERATION THROUGH 

2 LEVERAGING: SOLAR REBATES, FEDERAL INVESTMENT TAX CREDITS, AND NET 

3 METERING RULE. 

4 (7) Cost Recovery. 

5 (a) In order to foster the development of Florida renewable energy resources, the Commission 

6 shall allow full cost recovery through a Renewable Energy Cost Recovery (RECR) clause of all 

7 reasonable and prudent costs incurred by the investor-owned electric utility for: 

8 ADD PROVISIONS AS APPROPRlA TE 

9 NOTE: 

10 SELF-BUILD OPTION GETS THE SAME LEVELl ZED PAYMENT STREAM AS 

11 COMPETING DEVELOPER WOULD RECEIVE UNDER ST ANDARDINEGOTIA TED 

12 CONTRACT AS OPPOSED TO FULL COST RECOVERY THROUGH INCLUSION IN 

13 RATE BASE (AFFORDABILITY ISSUE). 

14 

15 (8) Renewable Energy Credits. 

16 (a) Each investor-owned electric utility shall earn a renewable energy credit for: 

17 (i) each megawatt-hour purchased from a Florida renewable energy resource; 

18 (ii) each megawatt-hour produced by a self-build renewable generating resource; and 

19 (iii) each megawatt-hour of energy generated by a self-service renewable energy resource 

20 or net-metered renewable energy resource from which the corresponding renewable 

21 energy attributes have been purchased by the utility through a standard offer or 

22 negotiated contract. 

23 (b) Renewable energy credits shall not be used for compliance with the utility's renewable 

24 portfolio standards but may be sold in out-of-state voluntary renewable energy credit or 
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1 compliance markets. A total of 80 percent of the revenues derived from the sale of renewable 

2 energy credits shall be credited to customers' bills in the Renewable Energy Cost Recovery 

3 Clause, with the remaining 20 percent retained by the utility's stockholders. 

4 (c) Each investor-owned utility shall be responsible for the issuance, retirement, certification, 

5 and verification of renewable energy credits and shall establish appropriate accounts and 

6 methods of recording each renewable energy credit transaction, including associated 

7 administrative costs. 

8 

9 (9) Implementation 

10 (a) Within 90 days of the effective date of this rule and biennially thereafter, the Commission 

11 

12 

shall establish the appropriate levelized cost for each renewable type representing the not-to­

exceed ceiling price that a utility could contract for by renewable type.3 

13 

14 DEVELOP APPROPRIATE LANGUAGE PROVIDING FOR STANDARD OFFER OR 

15 NEGOTIATED CONTRACT ACCORDING TO FLOW PATH SHOWN ON NEXT PAGE 

16 AND INSERT HEREIN: 

3 Levelized Cost would be establish based upon the expected economic life of the renewable project (e.g., 25 years 
for solar and wind, etc.). This is necessary to ensure that consumers would not be overpaying for the renewable 
resource in contracts having a shorter tenn than the life of the project. Without this step, it would be difficult to 
establish an objective comparison of the cost-effectiveness of negotiated contracts. As an illustrative example, 
negotiated pricing under a 10 year contract might reflect full payback on a project having an economic useful life of 
25 years as opposed to properly paying the life cycle levelized cost. In a resource constrained environment, it is 
important to maximize revenue cap resources by not overpaying for resources. Comparison to levelized cost thus 
provides an essential check and balance for evaluating negotiated contracts. While standard offer contracts could 
also be developed during this process, a negotiated contract or bilateral contract approach could also be adopted by 
the Commission. 
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Establish Levelized Cost by Renewable Type4 

(Representing a Not to Exceed Price Ceiling) 

1 

Competitive Bidding Process by Renewable TypeS 

(Reverse Auction) 

1 

Review and Evaluation of Bids6 

1 

Source Selection 

1 

Contract Negotiation 

1 

Commission Approval of Renewable Capacity Award 

4 Levelized Cost would be establish based upon the expected economic life of the renewable project (e.g., 25 years 
for solar and wind, etc.). This is necessary to ensure that consumers would not be overpaying for the renewable 
resource in contracts having a shorter term than the life of the project. Without this step, if would be difficult to 
establish an objective comparison of the cost-effectiveness of negotiated contracts. As an illustrative example, 
negotiated pricing under a 10 year contract might reflect full payback on a project having an economic useful life of 
25 years as opposed to properly paying the life cycle lev elized cost. In a resource constrained environment, it is 
important to maximize revenue cap resources by not overpaying for resources. Comparison to levelized cost thus 
provides an essential check and balance for evaluating negotiated contracts. While standard offer contracts could 
also be developed during this process, a negotiated contract or bilateral contract approach could also be adopted by 
the Commission. 

5 Used to obtain best pricing of capacity awards by renewable type; conducted annually by each utility. Utility may 
participate in bidding process providing the self-build option. Utility cost recovery limited to the same levelized 
cost payment stream that a competing bidder would receive. 

6 Performed by each utility. 
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Standard Offer Contract Approach Presentation 

December 3, 2008 FPSC Rule Development Workshop 
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Key Attributes of Plan

+ Implementation Target (20% by 2020) 

• 	 Adopts Revenue Cap 

• 	 Avoided Cost Plus Model 

• 	 Solar Rebates (Residential and Commercial PV) 

• 	 Standard Offer Contracts (Utility Self Build Option) 

• 	 Utilization of Existing Framework 

• 	 Well Understood and Flexible 

• 	 Avoids Substantial Delay and Cost Associated 
Developing Captive Market for Attributes 

Implementation Plan 

+ Implementation Target (20% by 2020) 

• 	 Establish Revenue Cap 

• 	 Fund Solar Rebates (5% of Revenue Cap) 

• 	 Establish Pricing for Standard Offer Contracts 

• 	 Energy and Attributes Retained by Utility 

• 	 Utility Can Sell Attributes Out-of-State to Offset 
Ratepayer Impact (attribute not used for compliance) 

• 	 Readily Implemented (2010) 
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Out-of-State Sale of 
Attributes to Offset 
Ratepayer Impact 

Standard Offer Contracts + Avoided Cost Plus Model 

• Avoided Cost Pricing Indexed to Natural Gas (PG&E SRAC) 

• Appropriately Priced by Renewable Type (Plus component) 

• Suffident to Attract Investment (Capital Cost + O&M+ ROE) 

• Long Term, Stable Revenue Stream (Required for Financing) 
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Standard Offer Contracts 
(continued)

+• Utility Self Build Option 

• Energy and Attributes Retained by Utility 

• 	 Utility can Sell Attributes Out-oF-State to Offset Ratepayer 
Impact (attribute not used for compliance) 

• 	 Utilization of Existing Framework 

• 	 Well Understood, FleXible, and Adaptable to New 
Technologies 

• 	 Avoids Substantial Delay and Cost Associated Developing 
Captive Market for Attributes 

• 	 Readily Implemented (2010) 
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Appendix C. Summary of Navigant Consulting, Inc.'s 
Florida Renewable Energy Potential Assessment 

In August 2008, the FPSC, in cooperation with the Governor's Energy Office and the 
Lawrence Berkeley National Laboratory, engaged Navigant Consulting to perform an assessment 
of renewable energy resources that are currently operating in Florida and could potentially be 
developed in Florida through the year 2020. Funding for this study was provided through a grant 
from the U.S. Department of Energy. The final report was filed on December 30, 2008. 
Navigant Consulting: (1) quantified existing renewable resources in Florida; (2) projected 
through 2020 future renewable development under varying economic and policy scenarios; and 
(3) conducted a screening analysis of renewables compared to utility resources with similar 
operating characteristics. 

In order to project future renewable energy development, Navigant Consulting identified 
ten key drivers that could impact the renewable energy market. Scenarios of potential renewable 
development were analyzed around the five key drivers with the highest potential impacts and 
the most uncertainty. These drivers are: (1) fossil fuel prices, (2) cost of carbon under 
greenhouse gas emissions policies, (3) federal and state renewable energy tax credits and other 
incentives, (4) the availability and cost of debt and equity, and (5) the rate cap established for the 
purchase of RECs. According to Navigant Consulting, the purpose of the additional revenue 
stream to the renewable energy resource is to make up any difference between the cost of the 
renewable facility and the comparable utility generation facility in order to insure an adequate 
return on investment for the renewable developer. 

Navigant Consulting created three scenarios for potential renewable energy development 
in which the five key drivers were used. These key drivers were varied under three scenarios to 
determine the impact on the development of renewable energy by 2020. These scenarios are 
summarized as: 

• 	 Unfavorable low fossil fuel prices, 1 percent rate cap, no extension of current 
government renewable incentives, tight financial markets, and carbon pricing of $1 Olton 
by 2020; 

• 	 Mid-favorable - mid range fossil fuel prices, 2 percent rate cap, partial extension of 
government renewable incentives, moderate financial markets, and carbon pricing of 
$30/ton by 2020; and 

• 	 Favorable - high fossil fuel prices, 5 percent rate cap, government renewable incentives 
extended through 2020, widely available debt and equity, carbon pricing of $50/ton by 
2020. 
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Navigant Consulting concluded that: 

• 	 Under the unfavorable scenario for renewable development, renewable energy in Florida 
could be 5 percent of IOU retail sales by 2020; 

• 	 Under the mid-favorable scenario for renewable development, renewable energy m 
Florida could be II percent ofIOU retail sales by 2020; and 

• 	 Under the most favorable scenario for renewable development, renewable energy m 
Florida could be 24 percent of IOU retail sales by 2020. 

The results ofNavigant Consulting's achievable potential analysis are shown below 

Renewable Energy as a Percentage of IOU Retail Sales 

--lI: - Unfavorable (No REGs) __ - Mid-Favorable (No RECs) --A- Favorable (No RECs) 
_____ Unfavorable _____ Mid-Favorable --6-Favorable 

.... 
~ 

i 

25.00% ..,.--------------------------------------, 

20.00% +-------------------------------7'''''-----! 

!: 15.00% +-------------------------:.,,------ --,...-----1 
o 
~ .... 
~ .. c 
~ 10.00% +----------------~~----"'-----__=_=_:;;;;J1""~=----____j 
::a 

J 

0.00% +----,----,------.---..,----,.--------r---,----...,.---,.-------,.------! 
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 

Navigant Consulting found that renewable energy development would be expected to develop 
more extensively under a scenario with high fossil fuel prices, a 5 percent rate cap on RECs, 
government incentives extended through 2020, and widely available debt and equity at lower 
cost. Also, the Florida renewable energy resources with the most achievable potential under the 
economic and policy scenarios are: (1) ground mounted solar photovoltaic; (2) biomass direct 
combustion; (3) biomass waste to energy; and (4) waste heat from sulfuric acid conversion 
processes. 
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Current economic and policy conditions generally coincide with Navigant Consulting's 
unfavorable scenario for future renewable development. Specifically, the unfavorable scenario 
for carbon pricing assumes $Olton initially, then scaling to $1 Olton by 2020. Currently, there is 
no federal or state policy establishing carbon pricing. Navigant Consulting assumes in its 
unfavorable scenario the cost of debt to be approximately 8.5 percent, the cost of equity 
approximately 14 percent, and ready access to debt, which would make-up 50 percent of 
renewable project financing. Currently, credit markets are extremely tight and it is uncertain 
when conditions will improve. Navigant Consulting assumes natural gas costs to be $5­
$61MMBtu in the unfavorable scenario. Currently, natural gas is trading at $5.70IMMBtu. Most 
forecasts project natural gas prices to increase over the long-term. Navigant Consulting projects 
various federal and state renewable energy financial incentives under each scenario. For 
example, in the unfavorable scenario, Florida's solar rebate program is projected to expire in 
2010, with a $5 million annual funding level. The Governor's Energy Office has budget 
authority to spend $5 million in the 2008/09 fiscal year. It is unknown if and to what level the 
Legislature will appropriate funds for the solar rebate program in future fiscal years. 

It should be noted that Navigant Consulting performed their primary analysis with a solar 
and wind carve-out of 75 percent of RPS expenditures, identical to the FPSC's draft RPS rule. 
Based on comments in the rule development process, Navigant Consulting performed an 
alternate analysis that did not include a carve-out. This analysis shows that renewable energy 
could provide 4 percent under the unfavorable scenario, 9 percent under the mid-favorable 
scenario and 23 percent under the favorable scenario of the IOUs' retail sales by 2020. 

The timeframe and scope ofNavigant Consulting'S study allowed only for an assessment 
of existing renewable resources, a comparison of the cost of renewables to comparable 
traditional generation options, and an assessment of the economic potential under the scenarios 
listed above. While the study provides useful information, a complete IRP exercise could not be 
performed. An IRP would have allowed for an analysis of the future need for electricity, existing 
resources and the associated costs, and the availability and cost of options to meet additional 
electrical needs. These options include energy efficiency, renewables, purchased power and 
traditional generation options. 

The Florida Renewable Energy Potential Assessment can be accessed at the following link: 
http://www.psc.state.fl.us/utiiities/electricgas/Renewabh:lEnergy/FL Final Report 2008 12 29. 
pdf 
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Appendix D. Links to the RPS Docket File and Workshop Pages 


RPS Docket File 

FPSC Docket No. 080503-EI - Establishment ofRenewable Portfolio Standard: 
http://www.psc.state.n.us/dockets/cms/docketFilings2.aspx?docket::::080503 

Staff Recommendation for October 14,2008 Agenda Meeting: 
http://www.psc.state.fl.us/librarylfilings/08/09289-08/09289-08.pdf 

Staff Recommendation for January 9, 2009 Special Agenda Meeting: 
http://www.psc.state.f1.us/library/filings/08/11975-081l1975-08.pdf 

RPS Workshop Pages 

January 19,2007 
http://www.psc.state.fl.us/utilities/electricgas/RenewableEnergy/Ol 19 2007 index.aspx 

July 26, 2007 
http://www.psc.state.tl.us/utilities/eiectricgas/RencwableEnergy/07 26 2007 index.aspx 

August 23, 2007 
http://ww.W.psc.state.fl.us/utilities/electricgas/RenewablcEnergv/08 30 2007 index.aspx 

September 27, 2007 
http://www.psc.state.fl.us/utilities/electricgas/Rene\vableEnergy/09 27 2007 index.aspx 

December 6, 2007 
http://www.psc.state.fl.us/utHities/eiectricgas/RenewabJeEnergyI12 06 2007 index.uspx 

Staff Summary of2007 Workshops 
http://w\vw.psc.state.fl.us/utilities/e lectricgas!RenewabJeEnergyi2008 03 RPSSummary F inal.pdf 

July 11, 2008 
http://www.psc.state.tl.us/utilities/electricgas/RencwabieEnergy/07 11 2008 index.aspx 

August 20 and 26, 2008 
http://www.psc.state.fl.us/utilities/electricgas/RenewableEnergy/08 20 2008 index.aspx 

December 3,2008 
http://ww.W.psc.state.tl.us/uti Iities/electricgas/RenewableEnergy/2008 12 03 index.aspx 
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