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Date:	March 11, 2009
To: 	Mr. Jay Evans, City Manager
From:	Paul Kalv, Electric Director
Subject:	Renewable Portfolio Standard (RPS) 

Executive Summary

One of the requirements that resulted from the 2008 “Energy Bill” (HB 7135) is a statutory requirement (section 366.92(5), Fla. Statutes) that municipal electric utilities establish their own renewable energy standards, and energy efficiency and conservation measures, and to report on those standards to the Public Service Commission (PSC) by April 1, 2009.  

Another requirement that stemmed from HB 7135 (and is also codified in section 366.92 Fla. Statutes) is that the PSC develop proposed rules for a Renewable Portfolio Standard (RPS) applicable only to the Investor Owned Utilities (IOUs) and submit the draft rule to the Legislature by February 1, 2009 for ratification by the Legislature prior to implementation in Florida.

Since the state RPS applicable to the IOUs will not be implemented until sometime after April 1, 2009, the following proposed plan is provided for meeting the April 1, 2009 RPS reporting requirements for municipal electric utilities and All-Requirements Project (ARP) members as well as a summary of the draft RPS rule for the IOUs.

Staff recommends the City Commission adopt the proposed “Standards for the Promotion, Encouragement, and Expansion of the Use of Renewable Energy Resources and Energy Conservation and Efficiency Measures.”

Overview

On February 1, 2009, the PSC presented a draft RPS rule applicable to the IOUs to the Legislature.  Generally, the proposed RPS rule would require IOUs to provide 20% renewable energy by 2020.  Compliance with the proposed rule would be achieved through the use of Renewable Energy Credits (RECs), which would be purchased and sold on a REC Market to be established in Florida but not yet available.  

Along with the proposed rule, the PSC also provided a number of alternative RPS options for Legislative consideration, including one option that does not require RECs for compliance and possible options for “clean energy” projects to count toward the RPS.  Clean energy would include nuclear additions and uprates approved since 2006 and energy efficiency savings.  
Regardless of the fact that the RPS rule has not been finalized, and that it will ultimately be applicable only to the IOUs, there is still a statutory requirement that municipal electric utilities develop and report on their own renewable and energy efficiency/conservation standards by April 1, 2009.

Section 366.92(5), Florida Statutes, states:

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.

The requirement specifically applies to municipal electric utilities.  Because Leesburg relies on the FMPA All Requirements Project (ARP) for our generation portfolio, any renewable standard requirement for Leesburg will likely be met through the generation mix of the ARP.

Because of the numerous RPS options still under debate, it is difficult for the ARP to establish a standard at this time.  Although municipal electric utilities are required to adopt a renewable standard of our, the rule ratified by the Legislature for the IOUs, if any, will have a large impact on the standard adopted by the ARP in general and Leesburg in particular.  Leesburg and FMPA staff believes it is ill-advised to adopt a detailed RPS until we have a better understanding of the Legislature’s direction on the RPS for the rest of the state’s utilities.

Recommended Action

Although staff recommends awaiting further guidance from the Legislature regarding the RPS for the IOUs, FMPA staff believes that some official action is necessary by Leesburg to demonstrate compliance and meet the April 1, 2009 statutory deadline.  It is therefore staff’s recommendation that the City Commission take formal action on an interim renewable standard, with the intention to adopt a more comprehensive ARP-wide RPS after the Legislature implements the IOU RPS.  Staff recommends the proposed interim renewable standard presented in this agenda item.

FMPA proposes to collect the adopted standards from each ARP member and submit the combined report to the PSC on behalf of all ARP members to meet the April 1, 2009 deadline.  FMPA staff also plans to administer the on-going annual reporting requirements.

Potential Future Impact

While he draft RPS rule applies to the IOUs and not to municipal electric utilities, the draft RPS rule will provide guidance in developing renewable standards for the ARP.  Table 1 lists the renewable energy goals for IOUs pursuant to the PSC’s draft:


Table 1

	

Date
	Renewable Energy Requirements Based on % of Prior Year’s Retail Electricity Sales

	January 1, 2013
	7%

	January 1, 2016
	12%

	January 1, 2019
	18%

	January 1, 2021
	20%



The draft rule also includes a requirement that 25% of the RPS goal must be met through solar and wind resources.

Potential Impact of the Draft RPS Rule on Leesburg

A limit to RPS compliance costs is proposed with a “Rate Cap” of 2% of retail revenues for the IOUs.  In addition, 75% of the cap (i.e., 1.5% rate cap) is allocated to solar and wind resources.

Finely, in calculating this cap, the PSC has indicated that only “incremental compliance costs” are included.  Incremental compliance costs are the costs above which a utility would otherwise pay for capacity or energy.

I will be glad to respond to your questions, thoughts and suggestions.
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