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Dear Governor Scott, President Gaetz and Speaker Weatherford,

I am pleased to provide you with the 2012 Annual Report of the
Florida Department of Agriculture and Consumer Services’
Office of Energy.

During the 2012 legislative session, it was my pleasure to work
with your offices on House Bill (HB) 7117. It is a credit to your
leadership that Florida was able to pass its first energy bill in
four years. Though a modest measure, this legislation will
increase diversity in the state’s energy portfolio, expand energy
production and create much-needed jobs for Floridians. I hope this is the beginning of an
ongoing discussion to further develop Florida’s energy policy.

Also last year, we completed work on more than 100 federal grants supporting energy efficiency
and conservation projects across the state. With the conclusion of the grant programs, the mission
of the department’s Office of Energy is shifting from one that primarily administers grants and
rebates to focus on working with Florida’s energy providers, consumers and other state agencies
to develop and implement energy policy.

In August, the department hosted the second Florida Energy Summit in Orlando. The summit
brought together business leaders, utilities, state and local elected officials, academics, and
environmentalists to discuss Florida’s energy policy. We explored how Florida can create an
environment that will nurture and foster new energy technologies and create jobs across the
state. Speakers shared success stories on how their energy efficiency initiatives resulted in
cost-savings or created jobs.

I look forward to continuing to work with you to secure a stable, reliable and diverse supply

of energy for Florida.

Sincerely,

ﬁﬂw%

Adam H. Putnam
Commissioner
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1. Executive Summary

This is the second annual report to the Governor, the President of the Senate and the Speaker of the
House of Representatives as submitted by the Florida Department of Agriculture and Consumer
Services (FDACS) Office of Energy (OOE). This report reflects the FDACS OOE activities during
2012 and includes policy recommendations to prepare Florida to meet the growing demand for energy
and mitigate negative impacts on the health, safety and welfare of the people of Florida. This report is
submitted as required in Florida Statutes 377.703(2)(f).

In December of 2011, the Potential Gas Committee of the Colorado School of Mines estimated that, at
current production rates, the assessed volume of proven reserves and estimated undiscovered resources
provide about 100 years of domestic gas supply. Natural gas is a viable source of energy for Florida
given its abundant supply and affordability. The state has grown and continues to grow increasingly
reliant on this fuel source for electricity. In addition, natural gas is proving to be a viable source of
energy for more than just electric generation. For example, local governments and commercial
businesses are using compressed natural gas (CNG) to fuel their vehicle fleets and are realizing great
economic savings.

While the supply of natural gas in the United States is abundant and, currently, the price is relatively
affordable, FDACS OOE cautions against Florida relying too heavily on any one source of fuel, even
natural gas. The worldwide demand for natural gas will continue to grow, causing the price of natural
gas to fluctuate with demand. In addition, Florida receives natural gas via two pipelines that are
susceptible to disruption by a major hurricane or other natural or manmade disaster. With Florida’s
increasing use of natural gas, it is critical that the state have a safe and sufficient pipeline network for a
continuous supply of natural gas.

The FDACS OOE continues to advocate an “all of the above” approach regarding electric fuel sources.
Florida’s energy strategy should foster the development of all electric fuel options. Florida’s energy
strategy must support research and development to explore all options and it must rely on the market to
determine what works and what does not. The FDACS OOE continues to recommend a diverse
portfolio of fuel for electric generation to ensure price stabilization and to protect the state economy.

Renewable energy sources, such as solar, biomass and waste-to-energy, are an important part of a
diverse fuel portfolio. However, renewable energy sources in Florida have not yet had a significant
impact on the production of electricity. Renewable energy sources represent less than two percent of
Florida’s electric generation mix. Florida should continue to explore opportunities to produce and use
renewable energy, taking into account all factors including costs, fuel diversity, impact on the
economy and environmental effects. In the foreseeable future, renewable energy will not be a major
energy supplier; however, the long-term potential supply of renewable energy makes it a valuable
investment.

At the 2012 Florida Energy Summit, more than 500 energy stakeholders gathered to discuss ways to
capitalize on the energy opportunities available in Florida. The panel discussions featured
representatives from a broad spectrum of Florida's energy industry and highlighted several successful
private businesses that are leading the state in energy efficiency and renewable energy investments.

Energy conservation and energy efficiency measures are critical components to Florida’s energy
policy. In 2009, the OOE was tasked with administering federal stimulus grants relating to energy
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conservation and energy efficiency. Since then, the FDACS OOE managed over 150 individual sub-
grants in Florida. Most of these grants have completed work and the remainder of grants that are in
progress will be completed during the first part of 2013. The FDACS OOE is now collecting data to
determine the energy savings associated with these grants.

In July 2012, the department released the findings of an Operational Audit on the Office of Energy,
conducted by the FDACS Inspector General at the request of Commissioner Putnam. The purpose of
the audit was to evaluate the various energy programs as well as the implementation and oversight of
the programs by the OOE prior to and through the transfer of the office to FDACS. The audit
uncovered fraud and bankruptcy among the grant projects funded by OOE and saved $2.45 million in
taxpayer dollars. The audit also revealed opportunities for improvement in the management of grants
by the OOE. While many of the recommendations outlined in the audit had already been implemented,
others have since been implemented.

The least expensive form of energy is the energy not used due to conservation measures. As
administered by the Florida Public Service Commission, the Florida Energy Efficiency and
Conservation Act (FEECA) is expected to reduce Florida’s need for new generation facilities by 6,500
megawatts and reduce energy use by 7,500 gigawatt hours as a direct result of the utilities’ energy
efficiency and conservation programs.

The FDACS OOE will continue to explore policy options in conjunction with the Governor’s Office
and the Legislature to promote fuel diversity, enhance Florida’s economy and improve environmental
conditions. It is critical that Florida has an energy policy that embraces these goals and is long term in
nature. Florida’s businesses and consumers should expect a consistent and predictable energy policy
that will improve the lives of all Floridians.
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2. Florida’s Energy Status Snapshot

This chapter is a summary of Florida’s energy profile; it includes information on fuel diversity, electric
generation, electric rates, infrastructure, transportation fuels, renewable fuels, and energy efficiency
measures. In addition to providing a summary of Florida’s energy layout, this chapter provides an
outlook on potential areas of opportunity for the state.

2.1 Florida’s Overall Consumption of Energy (Electricity and Transportation Fuel)

According to the United States Department of Energy (USDOE) Energy Efficiency and Renewable
Energy (EERE), Florida is ranked third in the nation in electric consumption using 231,210 gigawatt
hours (GWh), which accounts for 6.2 percent of the nation’s total energy consumption. Because
Florida is a peninsular state, the majority of the state’s electrical needs are generated within its borders,
but the majority of fuels used to power Florida’s electric generators must be imported from outside the
state. Florida is heavily reliant on natural gas and petroleum for electric generation and transportation
fuel, respectively. This heavy dependence on imported fuel makes the state vulnerable to price
fluctuations and fuel availability.

Florida Energy Consumption 2010

Source: EIA - Dept of Energy
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The Florida Public Service Commission (FPSC) stated in its 2012 Ten Year Site Plan review that
“Natural gas is anticipated to remain the dominant fuel over the planning horizon, with usage in 2011
increasing to 57.7 percent of the state’s net energy for load (NEL), up from 50.8 percent of NEL in
2010.” As of January 2012, the total generating capacity in summer is 56,973 megawatt and the 2012
Ten Year Site Plan includes the planned addition of 7,200 megawatts, all of which will be natural-gas
units. Florida receives most of its natural gas supply from the Gulf Coast Region via two major
interstate pipelines: the Florida Gas Transmission line, which runs from Texas through the Florida
Panhandle to Miami, and the Gulfstream pipeline, an underwater link from Mississippi and Alabama to
central Florida. With the completion of the Cypress Pipeline in May 2007, the Jacksonville area has
also begun receiving supplies from the liquefied natural gas (LNG) import terminal at Elba Island,
Georgia. Florida’s natural gas consumption is high and has grown rapidly in recent years, due
primarily to increasing demand from the electric power sector, which dominates the state’s natural gas
use.
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In 2007 and 2008, the FPSC approved requests for approximately 5,000 megawatts of new nuclear
generation. FPL anticipates increasing the generating capacity at all of its nuclear generation units by
2013 and is progressing on the development of two new nuclear units. Those two new units, Turkey
Point #6 and #7, are not scheduled to come online until after 2023. Progress Energy Florida and Duke
Energy Corporation merged in 2012. In early 2013, Duke Energy Corporation made the decision to
retire Crystal River Unit 3 nuclear plant owned by its Progress Energy Florida utility. Crystal River
Unit 3 had been shut down and offline since 2009 due to cracks in the reactor’s containment wall.
Duke Energy Corporation’s Progress Energy Florida utility’s plan to build a new nuclear reactor, Levy
Unit 1, has been delayed until 2024.

With the retirement of Crystal River Unit 3 nuclear reactor, delays in the construction of new nuclear
units and the potential retirement of several Florida based coal-fired units, Florida’s dependence on
natural gas as an electric fuel source will continue to grow. According to the FPSC 2012 Ten Year
Site Plan Review, units scheduled to retire will likely be replaced by natural gas units. This would
result in natural gas as an electric generation fuel source increasing from 57.7 to 62.9 percent of the
state portfolio by 2021.

In Florida, the majority of energy is consumed by the residential and transportation sectors. According
to USDOE EERE, nationwide per capita consumption of electricity in 2010 was 4,674 kilowatt hours
with Florida ranking eleventh in the nation at 6,489 kilowatt hours of use. Residential electric usage is
high due to cooling needs, which account for 31 percent of home energy use. Also, transportation fuel
consumption is high due to Florida being the fourth most populous state in the nation and having an
extensive tourism industry.

Florida Energy End Use Sectors (2010)

Source: EIA - Dept of Energy
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Florida has no oil refineries to serve the state’s transportation sector and relies on petroleum products
delivered by tanker and barge to marine terminals near the state’s major coastal cities. Due in part to
Florida’s tourist industry, demand for petroleum-based transportation fuels (motor gasoline and jet
fuel) is among the highest in the United States.

2.2 Energy for Power

As stated previously, Florida relies on imported fossil fuels to power the majority of its electric
generators. As of 2011, approximately 58 percent of Florida’s electric generation was powered by
natural gas and that amount is projected to increase based on the Ten Year Site Plans as presented
yearly by the utilities to the FPSC.

Florida Electric Generation Fuel Source Mix
100.0%
90.0% :-: ] —
H Interchange, NUG, Renewable,
80.0% [ Other
70.0% m Oj|**
60.0%
50.0% Nuclear
40.0%
30.0% ¥ Coal
20.0%
10.0% B Natural Gas*
. (]
0.0%
2010 Actual 2011 Actual 2021 Projected

*Includes both utility and non-utility generation.

**Includes both residual and distillate oil.
Source: FPSC Ten Year Site Plans December 2012 and December 2011

In the past, Florida utilities attempted to maintain a balanced fuel mix of one third coal, one third
nuclear, and one third natural gas, which was more stable if one fuel source became unreliable. Over
time utilities have moved away from that balance due to a number of factors including:

* Cleaner and less expensive natural gas generation facilities.

* The high cost and lengthy permitting and construction time of nuclear power.

* The high environmental and regulatory cost of coal generation.
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Florida Electricity Generation By Source Type
(2011)

Source: FPSC Ten Year Site Plan December 2012
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Future Generation Facilities and Retirements

Florida’s utilities plan for generation capacity to serve their growing customer base on a ten year
rolling basis. In addition, they plan on facility retirements or phase outs. Over the next 10 years, the
following changes in facilities, based on generation fuels, are planned.
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Source: FPSC Ten Year Site Plan December 2012, page 7, Figure 3
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Electric Transmission Service

The transmission lines that carry electricity from the generating facilities to customers within the state
and across the nation are overseen by the Federal Energy Regulatory Commission (FERC) and the
North American Electric Reliability Corporation (NERC). The NERC is certified by FERC to
establish and enforce reliability standards for the bulk-power system and its mission is to ensure the
reliability of the North American bulk power system.

NERC works with eight regional entities to improve the reliability of the bulk power system. Two of
the regional entities that report to NERC have utilities within the state of Florida. Those two regional
entities are the Florida Reliability Coordinating Council (FRCC) and the SERC Reliability Corporation
(SERC).

All electric utilities from Pensacola in the far northwestern portion of Florida’s panhandle east of the
Apalachicola River report to SERC. This territory in the Panhandle of Florida has strong transmission
interconnections to the north with Alabama through the Southern Company. The Panhandle of Florida
can also pull power down from other southern states if needed.

All electric utilities from east of the Apalachicola River, around Tallahassee, down to Key West
including all of peninsular Florida, report to the FRCC. For this territory, there are no significant ties
to northern states; there is one large transmission line that runs up the east coast into Georgia that
could, at most, deliver nine percent of the power to peninsular Florida.

The FPSC is responsible for determining the need for certain transmission lines within the state. The
Florida Department of Environmental Protection (DEP) is responsible for the siting and path of the
new transmission lines. According the FPSC’s 2012 Ten Year Site Plan Review, Tampa Electric
Company (TECO) is planning to install a 62.5 mile transmission line in association with their Polk
Power Station combined cycle conversion by 2017.

Electric Utility Rates

The rates for residential customers in Florida vary from utility to utility based on many factors
including the number of customers they serve, whether they generate their own power (or purchase it
from another utility), and what type of fuel source provides their electricity (natural gas, nuclear, coal,
etc.). The following is a brief synopsis of the FPSC’s Comparative Rate Statistics as of December 31,
2011:

Residential Utility Rate Comparison High/Low per 1,000kWh

Investor-Owned Electric Utilities Average Bill Highest Average $134.09
$116.26 Low Average $94.13
Municipal Electric Utilities Average Bill Highest Average $137.50
$120.40 Low Average $81.48
Cooperative Electric Utilities Average Bill Highest Average $205.00
$129.54 Low Average $98.79

Source: FPSC September 2012 Comparative Rate Statistics
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Commercial/Industrial Utility Rate Comparison High/Low per 150,000kWh

Investor-Owned Electric Utilities Average Bill Highest Average | $16,740.00
$14,642.00 Low Average $13,242.00
Municipal Electric Utilities Average Bill Highest Average | $22,304.00
$16,716.00 Low Average $7,860.00
Cooperative Electric Utilities Average Bill Highest Average | $29,600.00
$16,319.00 Low Average $11,193.00

Source: FPSC September 2012 Comparative Rate Statistics

Florida is slightly lower than the national average at 11.44 cents per kilowatt hour of electricity
compared to 11.54 cents per kilowatt hour nationally.

Average Residential Price of Electricity by State (2010)
(U.S. Residential Average Price per kWh = 11.54 cents)
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Note: The average revenue per kilowatt-hour of electricity sold is calculated by dividing revenue by sales.
Source: Energy Information Administration’s Electric Power Monthly, Table 5.6.B., February 2012
http://'www.eia.doe.gov/cneaf/electricity/epm/table5 6 _b.html
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Renewable Power Generation

As of December 2012, Florida has approximately 1,421 megawatts of renewable energy capacity, an
increase of roughly 138 megawatts from last year. Municipal solid waste (MSW) and biomass account
for about one third of that number. Other major types of renewable generation include waste heat,
hydroelectric, landfill gas, and solar.

An additional 957 megawatts of renewable energy is planned which is an increase of 51 megawatts
from last year. The majority of the proposed additions are solar and biomass projects. Overall,
renewable energy accounts for a small quantity of Florida’s energy supply.

State of Florida: Existing Renewable Generation Capacity
Source: FPSC’s 2012 Ten Year Site Plan Review
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2.3 Renewable Energy by Technology

By its nature, renewable energy is regional. Different renewable technologies rely on various forms of
energy or feedstocks that may not be available throughout the state. The most viable technologies for
Florida are biomass, solar, municipal solid waste and waste heat energy.

Biomass Energy (Electric and Fuel)

With a year-round growing season, Florida has more biomass resources than any other state.
According to the Florida Energy Systems Consortium (FESC), Florida has the potential to account for
7 percent of the U.S. total biomass resources. In most cases the bio-energy facility must be located
near the intended feedstock to make the process economically viable.

Biomass also has the potential to be a significant economic driver, especially in rural locations. A
prime example of this is the wood pellet plant in Liberty County. The plant employs 77 people and is
the largest exporter at Port Panama City in Northwest Florida. According to Florida Trend (December
2012), they utilize the port to ship more than a half-million tons of wood pellets to Europe to be co-
fired in coal power plants.
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Most importantly, these technologies utilize non-food feedstocks such as municipal waste, sugarcane
waste, citrus pulp, forest residues, invasive trees/plants or animal waste.

Photovoltaic/Solar Energy

Florida’s current installed solar capacity is 143.3 megawatts. Florida has significantly expanded its
solar capacity in previous years due to the state’s solar rebate program and several large utility scale
installations by Florida Power & Light (FPL) and Jacksonville Electric Authority (JEA). According to
the Energy Information Agency, as of 2011, Florida was ranked third in the nation for net solar electric
generation.

Solar thermal is an energy saving technology that has been in existence for decades and has a relatively
short payback period for return on investment, especially when compared to other renewable and
efficiency technologies. According to the FESC, heating water typically accounts for 18 percent of the
average utility bill and solar hot water heating can be upwards of 90 percent efficient which results in
significant savings overtime. FESC estimates that more than 250,000 systems are installed in Florida
amounting to more than $30 million in annual energy costs savings. In addition to reducing
consumers’ electric bills, there are manufacturers of solar thermal collectors in the state of Florida that
are currently providing much needed jobs.

Municipal Solid Waste (MSW)

MSW uses residential waste as a feedstock and burns the waste to create steam which turns the
electricity producing turbine. MSW accounts for 453.7 megawatts of electrical capacity in Florida.
MSW facilities are equipped with advanced scrubbers to remove pollutants and reduce emissions.
MSW is attractive to major population centers because it diverts waste from entering the already
overburdened landfills while providing the benefit of a renewable energy source.

Waste Heat/Combined Heat and Power

Generating electricity from waste heat is a matter of redirecting waste heat or steam from a process
such as chemical or mechanical manufacturing back into a turbine to produce electricity. The process
of redirecting this heat is generally a large undertaking and requires many industrial sized pipes. For
example, Shands Hospital at the University of Florida redirects exhaust (waste heat) from combustion
turbine generators to produce 14,400 pounds per hour of steam without any additional fuel. Shands
Hospital utilizes the steam for heating, cooking, sterilization, and hot water for the hospital. Shands
captures waste heat and uses it as an energy savings mechanism; but, waste heat from manufacturing
can also be used to generate electricity.

2.4 Florida’s Energy Efficiency and Conservation Efforts

Florida’s energy conservation efforts are addressed by several different agencies. A majority of the
ARRA grants administered by FDACS OOE were awarded to local governments’ energy efficiency
and conservation improvements. In addition, the Florida Department of Economic Opportunity (DEO)
administers the Federal Weatherization Assistance Program (WAP) for Florida to assist low income
citizens by improving the energy efficiency and comfort of their homes. Also, all Florida electric
utilities have energy efficiency and conservation programs to assist their customers in reducing wasted
energy and thus cutting their costs.
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Florida Energy Efficiency and Conservation Act

In the mid 1980s, when petroleum was scarce, prices were high, and reducing energy demand and
consumption was important, the Florida Legislature implemented the Florida Energy Efficiency and
Conservation Act (FEECA).

House Bill 7117 passed in the 2012 legislative session directed the FPSC to contract for an
independent evaluation of the FEECA to determine if the act remains in the public interest. The
evaluation had to consider:

Costs to ratepayers,

Incentives and disincentives associated with the provisions in the act,

Whether the programs create benefits without undue burden on the customer, and
Models and methods used to determine the conservation goals.

The FPSC contracted with the University of Florida’s Public Utilities Research Center (PURC), the
University of Florida’s Program for Resource Efficient Communities and the National Regulatory
Research Institute (NRRI) to conduct the independent evaluation. The final FEECA report was
provided to the FPSC in December 2012. The evaluation concluded that FEECA continues to be in the
public interest and identified three areas for improvement:

I.

Problems with uncertainty in goal-setting criteria. The FPSC goal setting process needs to be
modified to set the criteria for program approval prior to developing the studies used for setting
the goals.

Improvement of data quality and accessibility. To improve the FEECA reporting data the
process needs to be modified so that the data can be reported electronically, in a uniform
manner, and available to the public.

Preferred cost-effectiveness tests. The report recommends the cost-effectiveness criteria focus
on two issues, whether the program participants benefit (Participant Test), and whether the
program benefits exceed the program costs for Florida as a whole (Total Resource Cost (TRC).

In addition, the report identifies five areas warranting further study:

I.

2.

Indentifying best practices. FEECA needs to develop a process for utilities to share best
practices.

Portfolio standards. Florida needs to consider a Portfolio approach for FEECA programs.
Currently in Florida, each FEECA individual program must meet the prescribed FEECA
standards. Some states only require the prescribed energy efficiency standard be met on the
entire portfolio of programs instead of on each individual program.

Alternative rate designs. Florida needs to examine the use of alternative rate designs (e.g., time
of day).

Housing standards. The Florida Department of Business and Professional Regulation’s Florida
Building Commission needs to consider standards or incentives for tenant-occupied dwellings.
Currently, landlords have no incentive to add energy efficiency improvements to their rental
properties since they do not have to pay the electric bills. Similarly, renters do not want to pay
for energy efficiency upgrades on property that they do not own. Florida should explore
incentives to property owners to make that investment.

Reward and penalty systems. The FPSC needs to promulgate rules to specify criteria for
providing utility rewards and penalties for meeting or failing to meet FEECA goals.
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Attachment B of this report provides the Executive Summary of the Florida Public Service
Commission’s (FPSC) annual Florida Energy Efficiency and Conservation Act (FEECA) report. The
report details the energy efficiency and conservation efforts by Florida’s utilities.

2.5 Transportation Energy

Petroleum Use

Florida’s transportation sector accounts for more than one-third of the total energy used in the state
with nearly all transportation fuel being imported into the state. According to USDOE EERE,
Florida’s per capita consumption of motor gasoline in 2010 was 440 gallons, which is six gallons less
than the national average. Over the last 10 years, the state consumed 9.8 billion gallons of gasoline
and diesel fuel per year, and the average annual consumption is growing by 59 million gallons.
Comparatively, according to the Florida Department of Environmental Protection, Bureau of Mining
and Minerals Regulation, Florida produced 1,777,367 barrels of crude oil in 2010, with the majority of
it coming from Jay Field in Escambia County. Florida does not have any in-state refineries to process
crude oil.

The Florida Renewable Fuel Standard requires that all gasoline sold in the state of the Florida must be
a 9 to 10 percent blend of ethanol. There were several exemptions to this mandate for boats, off-road
vehicles and jets. In HB7117, passed in 2012, the legislature clarified that the selling of unblended
fuel in the state was not illegal. The market for in-state ethanol production in Florida is great because,
according to the USDOE, Florida ranked third nationwide in ethanol consumption in 2010, which
amounted to over 810 million gallons of ethanol.

Annual Motor Fuel Sale & Ethanol
Consumption in Gallons
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Florida’s Alternative Transportation Use

A number of Florida’s private commercial fleet owners, as well as local governments and school
boards, have begun the process of converting their fleets to compressed natural gas (CNG) and
liquefied natural gas (LNG) in order to incur cost and petroleum savings. There is a growing interest
in using CNG and LNG for large vehicles and more commercial operators and governments are
looking into the economic feasibility of converting their fleets. Currently, there are 35 CNG stations in
Florida.

Electric vehicles (EV) are also an emerging alternative transportation energy source being used in
Florida. Consumers, as well as private businesses and local governments, have been making the
investment in electric vehicles as well as the infrastructure to support the charging of these vehicles.
While a precise number is not known, the state currently has more than 400 EV charging stations
installed.

Florida’s Transportation Infrastructure

According to the U.S. Department of Transportation, Bureau of Transportation Statistics, Florida has
an extensive transportation system, with 116,649 miles of public roads, 1,471 miles of interstate,
11,182 bridges, 1,895 miles of railroad tracks, 1,540 miles of inland waterways and 126 public use
airports. In addition, according to the December 2012 issue of Florida Trend, Florida has 15 deep
water ports that are in the process of deepening their channels and adding infrastructure in anticipation
of luring some of the megaships that will begin to traverse the Panama Canal in 2015. Florida’s
infrastructure improvements of its ports and increased trade ties with Latin America are promising for
the exportation of goods, which could include renewable energy products such as solar hot water units
and photovoltaic modules.

2.6 Florida’s Energy Future

The increasing population in Florida, as well as changes to the demographics of the population, will
affect Florida’s demand for energy over the next ten years. The University of Florida’s Bureau of
Economic and Business Research predicts that Florida’s population is expected to increase about
250,000 a year between 2010 and 2020. During that time period, Florida is expected to become home
to more young adults of international origin than retirees, which will shift the way energy is used.
While technological advances help increase efficiency, more electronics are being used per capita.
Collectively, these factors are expected to yield an exponential increase in consumption of energy in
the decade ahead.

There are four specific technologies that are expected to have a significant effect on Florida’s energy
sector.

Natural Gas Fracking

Due to advances in extraction technologies, the United States is experiencing a surge in natural gas
production which has led to a surplus of natural gas; as a result, prices have fallen. Florida is heavily
reliant on natural gas and, according to USDOE EIA Report 1, as of 2011 Florida was ranked second
in the nation in net electricity generation from natural gas. This is both good and bad because Florida
is currently experiencing reliable electric service and low electric rates, but it also means the state is
heavily dependent on one fuel source.
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Due to the low prices, environmental benefits and lower maintenance costs, CNG is showing promise
as a transportation fuel as well. Fleet operators are beginning to convert their vehicles to CNG because
of its benefits, and as a result, they are also installing CNG fueling stations across the state.

Solar Energy and Battery Storage

The cost of solar panels continues to fall and the federal government is promoting the reduction of the
balance of system costs through the SunShot initiative. Balance of system costs refers to the total cost
of an installed system which includes design, permitting, labor, inspections and additional hardware
costs. As panel prices fall, the additional costs of installation are becoming a significant factor in the
overall costs of converting to solar power. However, while Florida has a progressive net metering
standard, barriers persist in permitting.

A major hindrance for many renewable energy technologies is their intermittent nature. Storage of
energy is a major factor that has the potential to revolutionize the renewable energy industry. There
are several battery manufacturers and research and development companies in Florida, and many are
working on grid scale and/or transportation storage. Grid scale energy storage is meant for large scale
storage of energy that is integrated into the electric grid and helps run the electrical grid more
efficiently by storing energy during periods of excess production and releasing energy in times of need.
Energy storage for the transportation sector generally refers to battery storage for use in electric
vehicles; this is a burgeoning industry. Florida’s battery industry stands to benefit from the adoption
of storage technologies. According to the FESC, there are seven companies and over 30 professors
working on energy storage in Florida.

Electric Vehicles

While growing availability of CNG could potentially have a strong impact on the fleet vehicle
industry, electric vehicles could become a significant player in the consumer market. The PSC
estimated that Florida has between 1,000 to 6,000 electric vehicles on the road today. While there is
no agency tracking these figures, in a recently released report on the impact of electric vehicles on the
electric grid the PSC estimated that these numbers will increase as more electric vehicles are released
in the market by automobile manufacturers. According to the FPSC, estimates place gasoline savings
at 480 gallons per year for a fully electric vehicle.

Ocean Energy
The Gulf Stream comes within eight miles of the southeast coast and represents a significant potential

for renewable energy. Most importantly, ocean energy could be a base load renewable energy
meaning that it is a predictable and constant source of energy like coal, nuclear, and natural gas.
Technological advances are necessary in order to harness this potential and Florida Atlantic University
has a marine facility to conduct ocean energy research. Florida Atlantic University is currently in lease
agreements with the U.S. Bureau of Ocean Energy Management to acquire a lease block for ocean
energy testing and demonstrations.

2012 Office of Energy Annual Report
18




3. Florida Energy Summit

The second Florida Energy Summit was held August 15-17, 2012. The Florida Energy Summit grew
out of the Farm-to-Fuel Summits, which had been held annually since 2005. In 2011, when the Office
of Energy (OOE) was transferred to the Florida Department of Agriculture and Consumer Services
(FDACS), the summit was expanded to include all sources of energy as well as energy efficiency and
conservation.

The theme for the 2012 program was Fueling Florida’s Economic Future. More than 500 summit
attendees and 51 speakers gathered together to find ways to capitalize on the energy opportunities
available in Florida. The panel discussions included representatives from a broad spectrum of Florida's
energy industry and featured several successful private businesses that are leading the state in energy
efficiency and renewable energy investments.

A common theme that emerged from many of the panel discussions was that economic and policy
uncertainty was the greatest hindrance to energy investment in Florida. There is abundant enthusiasm
for new investments and job creation in Florida for pipelines, generators, renewable energy and energy
efficiency retrofits.

The keynote speaker at the 2012 Florida Energy Summit was John Hofmeister, former CEO of Shell
Oil Company, founder and head of the not-for-profit Citizens for Affordable Energy and a key member
of the U.S. Energy Security Council, a bipartisan group. Mr. Hofmeister stated that Florida needs all
forms of energy to fuel economic growth and create jobs. He also emphasized the importance of
researching and developing the infrastructure for the next generation of energy facilities.

Mr. Hofmeister spoke on how all elements of energy contribute to our economic prosperity, either
through investment, employment, or as a necessary input. He stated that Florida is particularly
vulnerable since it does not produce fuel; and, for Florida to be economically successful there needs to
be a comprehensive state energy policy, and it must be integrated into the federal policy.

While the thoughts and ideas expressed by each of the speakers are not necessarily representative of
the Florida Department of Agriculture and Consumer Services, it was informative and important to
hear from a diverse group of speakers.
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4. FDACS Energy Grants Activities

One of the functions of the FDACS OOE has been to develop, award and manage various state and
federal grant programs. In 2009, the FDACS OOE received $176 million in grant funding under the
American Recovery and Reinvestment Act (ARRA). The funds were distributed under four different
programs: the State Energy Program (SEP) ($126 million), Energy Efficiency and Conservation Block
Grant program (EECBG) ($30.4 million), the State Energy Efficiency Appliance Rebate Program
(SEEARP) ($17 million) and the Energy Assurance program ($1.8 million). Through these federal
grants, the office executed 150 individual sub-grants to communities and several businesses around the
state.

Completed Projects

Over the past year, nearly all of the grants completed work and are now in the process of closing out.
The largest amount of grant funds administered was used to directly improve the energy efficiency of
local governments, universities and businesses. Most of the funding by local governments was used to
purchase Energy Star equipment. There are over 30 separate projects installing new Energy Star
HVAC systems and another 30 installing new Energy Star lighting systems. Other improvements
included replacing chillers, improving efficiency at waste water treatment plants and purchasing all
electric or hybrid vehicles. These projects will help local governments reduce their energy
consumption, improve safety and, most importantly, reduce their monthly energy expense.

There were approximately 54 grants that supported renewable energy projects. The most frequent
investment undertaken was to install photovoltaic systems on local government office rooftops to
reduce energy expense and educate residents on alternative energy. Seventeen different local
governments pursued this opportunity. There were also grants that upgraded and retrofitted three E85
and B20 locations around the state to increase capacity and use of these fuels. Other frequent
investments included solar lighting for streets, parks and traffic control, as well as solar thermal
systems (water heaters). There were approximately five projects to develop feed stocks and
ethanol/bio-diesel facilities.

Approximately 32 local governments developed programs to promote conservation and energy
efficiency within their communities. Their grant dollars went towards developing webinars and
training programs to educate their citizens or commercial businesses on conservation practices,
conducting energy audits and implementing energy efficiency educational programs.

Twenty-one of the grants administered by the FDACS OOE were used by local governments with the
goal of promoting renewable energy, energy efficiency, and energy conservation. Many of these
projects accomplished this by performing much needed retrofits on municipal buildings, including
upgrading insulation and windows among many other efficiency and conservation improvements.
Some local governments have hired consultants to develop educational materials such as training
programs, community workshops, and educational websites and videos to utilize within their
community and to educate their citizens on energy efficiency and conservation. For a complete listing
of FDACS OOE grant projects, see http://www.freshfromflorida.com/offices/energy/arra.html.

At the conclusion of administering each Florida grant project, the FDACS OOE conducts an analysis
of the program to determine the results of the investment of grant funding and lessons learned, both
positive and negative from the project. The majority of grant projects managed by the FDACS OOE
helped grantees make an initial investment into energy efficiency and conservation, with a majority of
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the projects’ measurable benefits not being realized until after the grant period ended. Commissioner
Putnam expressed his objective to better understand the impact of grant projects and requested all
grantees to assist through voluntarily tracking and reporting their impact over the course of a year after
their grant is completed.

Program Challenges and Lessons Learned

Managing $176 million spread over 150 projects did not come without challenges. The grantees the
FDACS OOE had the opportunity to work with ranged from other state agencies and large counties
with dedicated grant management staff to small cities and companies who were dealing with the grant
process and the management of federal dollars for the first time. These sub-grants were located in
every corner of the state, from the Florida Keys, to Pensacola and everywhere in between, each with
their own unique challenges.

One specific challenge common to many of the sub-grantees was the unfamiliarity with federal labor
regulations. The Davis-Bacon Act necessitates that contractors doing construction related work submit
weekly payrolls for their workers. Nearly all contractors had difficulties because they were dealing
with the regulation for the first time.

The Buy American certification is an important requirement; but, in some cases, proved to be a
challenge faced by the sub-grantees. This requirement ensured that all of the iron, steel and
manufactured goods used in the projects were produced or manufactured in the United States. Many
sub-grantees had difficulty finding certain specialty items that complied with the Buy American
standard. Before grant funds could be paid to the sub-grantee, they had to remove the noncompliant
equipment and install equipment that met the Buy American standard.

The FDACS OOE staff recognized these challenges during the administration of its grants and took
action to address them in the form of education, outreach and monitoring. The FDACS OOE staff also
addressed these challenges by making it a priority to physically monitor the progress of the grants.
Staff members made a total of 102 monitoring visits in 2012 to verify that work was actually being
done in accordance with grant agreements.

Ongoing Grant Work

The Florida Opportunity Fund, Inc. (FOF) was created by state legislation in 2007 as a non-profit
organization to increase the availability of capital in Florida through both loan and equity investment
instruments. It is designed to help Florida businesses and promote the adoption of commercially
available energy efficient and renewable energy products and technologies. $36 million of the federal
ARRA funds were granted to the FOF; to date, investments have been made in six business