RESOLUTION NO. _2-08

A RESOLUTION BY THE UTILITIES COMMISSION, CITY
OF NEW SMYRNA BEACH, FLORIDA (U.C.), DECLARING
THE U.C’’S DIRECTION WITH REGARD TO THE
REQUIREMENTS OF THE PUBLIC UTILITIES
REGULATORY POLICIES ACT (PURPA); RESCINDING
ALL RESOLUTIONS, OR PORTIONS THEREOF, IN
CONFLICT HEREWITH AND PROVIDING FOR AN
EFFECTIVE DATE.

WHEREAS, the Utilities Commission, City of New Smyrna Beach, Florida (U.C.),
was duly created and validly existing under and by virtue of Chapters 67-1754 and 85-503, Laws of
Florida, as the governing body of the utility system of the City of New Smyrna Beach, Florida; and

WHEREAS, the Public Utilities Regulatory Policies Act (PURPA) became law in
1978 and municipal utilities were considered non-regulated utilities and therefore must
independently consider adoption of the PURPA standards; and

WHEREAS, the Energy Policy Act of 2005 amended PURPA by adding five new
standards, and the Energy Independence and Security Act of 2007 added four additional standards,
(see attached information — Exhibit A); and

WHEREAS, in addition, the Florida Public Service Commission recently adopted a
net metering standard with limited applicability to municipal electric utilities, and the Florida
legislature recently enacted legislation requiring municipal electric utilities to adopt net metering
policies and standard interconnection agreements for customer-owned renewable generation; and

WHEREAS, at the present time the U.C. is not required to comply with the
provisions under PURPA however, the U.C. believes it prudent to formally declare our
organization’s direction regarding the PURPA standards.

NOW, THEREFORE, BE IT RESOLVED BY THE UTILITIES
COMMISSION, CITY OF NEW SMYRNA BEACH, FLORIDA, AS FOLLOWS:

SECTION 1: The U.C. hereby exercises its option of exclusion from the respective PURPA
standards.

SECTION 2: The U.C., when appropriate, will enact voluntary measures that will provide
benefit for all our customers and our system. (Additional statements in Exhibit A.)
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SECTION 3: If any section, subsection, sentence, clause, phrase, or portion of this
Resolution is for any reason held invalid or unconstitutional by any court of competent
jurisdiction, such portion shall be deemed a separate, distinct and independent provision and such
holding shall not affect the validity of the remaining portions thereof.

SECTION 4: All Resolutions, or portions thereof, in conflict herewith are hereby
rescinded and superseded.

SECTION 5: This resolution was approved by the Utilities Commission during a Regular
U.C. Meeting held July 21, 2008, and took effect immediately upon passage.

THE ABOVE AND FOREGOING RESOLUTION was introduced at a regular
meeting of the Utilities Commission, City of New Smyrna Beach, Florida, held on July 21,
2008, by Commissioner __Reynolds , who moved its adoption, which motion was seconded by

Commissioner ___Diesen , and upon roll call vote of the Commission was as follows:
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Utilities Commission Attorney




EXHIBIT A — UC Resolution No. 2-08

The Public Utility Regulatory Policies Act (PURPA) was originally passed in 1978 to encourage
conservation, energy efficiency and equitable rate structures by electric utilities largely in response
to concerns related to the 1974 OPEC oil embargo. Non-regulated utility requirements contained in
PURPA apply only to utilities with total annual retail sales greater than 500 million kWh. Based on
the Utilities Commission last calendar year total retail sales were 383.5 million kWh, we are not
required to comply with the following stated provisions under PURPA.

The Energy Policy Act of 2005, which was signed into law on August 8, 2005, amended the
Public Utility Regulatory Policies Act of 1978 (PURPA) and included five new standards under
PURPA and was further amended under the Energy Independence and Security Act of 2007.
The relevant standards are summarized below:

Section 1251 (Net Metering, Fuel Diversity, and Fossil Fuel Generation efficiency); Section 1252 (Time-
Based Metering and Communications); and Section 1254 (Interconnection Standards for Distributed
Resources)

Section 1251 of the Act amends PURPA to require that states conduct an
investigation and issue a decision whether to adopt three new standards:

1. A net metering standard that would require electric utilities to make net metering available to
customers upon request;

2. A fuel sources standard that would require each utility to develop a plan to minimize
dependence on one fuel source and insure use of a diverse range of fuels and technologies, including
renewables; and

3. A fossil fuel efficiency standard that would require each utility to develop a 10-year plan to
increase the efficiency of its fossil fuel generation.

Proceedings under section 1251 are to be started within two years and
completed within three years after enactment of the Act.

Section 1252 of the Act amends PURPA to require that states conduct an

investigation and issue a decision whether to require utilities to install time-based meters that would enable,
but not require, each customer to participate in time-of-use rates and demand response programs.
Proceedings are to be started within one year and completed within two years after enactment.

Section 1254 of the Act amends PURPA to require that states consider adopting new standards for grid
interconnection based on IEEE Standard 1547 for Interconnecting Distributed Resources with Electric
Power Systems.

Proceedings are to be started within one year and completed within two years after enactment.

(11) Net Metering

“Each electric utility shall make available upon request net metering service to any electric consumer
that the electric utility serves. For purposes of this paragraph, the term "net metering service" means service to
an electric consumer under which electric energy generated by that electric consumer from an eligible on-site
generating facility and delivered to the local distribution facilities may be used to offset electric energy provided
by the electric utility to the electric consumer during the applicable billing period.”
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Exhibit A — UC Resolution No. 2-08 (cont.)
(12) Fuel Sources
“Each electric utility shall develop a plan to minimize dependence on one fuel source and to ensure
that the electric energy it sells to consumers is generated using a diverse range of fuels and technologies,
including renewable technologies.”

(13) Fossil Fuel Generation Efficiency

“Each electric utility shall develop and implement a 10-year plan to increase the efficiency of its fossil
fuel generation.”

New PURPA Standards under Energy Independence and Security Act of 2007

<Note: The following is a brief summary of these newly-added PURPA standards.
(16) Integrated Resource Planning

Requirement that electric utilities integrate energy efficiency into their integrated resources plans and
establish cost-effective energy efficiency as a “priority” resource.

(17) Rate Design to Promote Energy Efficiency Investments (PURPA Standard #17)
Requirement that electric rates align utility incentives with the delivery of cost-effective energy
efficiency and promote energy efficiency investments.

(16) Smart Grid Investments

Note that this appears to apply only to state regulators. Provides that states consider: (A) requiring
regulated utilities to consider smart grid investments before permitting investment in non-advanced grid
technologies; (B) permitting recovery from ratepayers of the cost of deploying smart grid technologies; and (C)
permitting utilities to recover stranded costs from old grid technologies made obsolete and replaced by smart
grid technologies.

(17) Smart Grid Information
Requirement (A) that electricity customers should be given direct written or electronic access to
information concerning time-based electricity prices at wholesale and retail and their usage on at least a daily

basis, and (B) that everyone should have access to data concerning the sources of the power provided by the
utility, including the greenhouse gas emissions associated with each type of generation.
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Exhibit A — UC Resolution No. 2-08 (cont.)

Based on our assessment of PURPA rules, supported by advice form FMPA/FMEA legal
counsel, the Utilities Commission is not required to consider these rules for implementation.
Also, based on our relative size, potential impacts to our electric system, and requirements under
Resolution 28-78 and the UC’s Charter, implementation of these standards are not feasible at this
time.

However, as previously discussed during Regular UC Meetings in June 2007, and in March and
April 2008, regarding PURPA applicability requirements, our customers would likely subsidize
those few benefiting from some measures while other expenditures would not likely provide a
priority benefit for our system at this time.

Consequently, Staff recommends that the UC exercise its option of exclusion from the respective
PURPA standards and also recommends that voluntary measures, when appropriate, be taken to
provide benefit for all our customers and our system. Such has been the case with energy
conservation and efficiency measures placed into effect by the UC during the last two years and
is anticipated with the adoption of an Interim Net Metering Rider.
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