LOUISIANA PUBLIC SERVICE COMMISSION

GENERAL ORDER

LOUISIANA PUBLIC SERVICE COMMISSION,

EX PARTE

Docket No. R-28271 In re: Investigation regarding the feasibility of implementing a renewable
portfolio standard for the jurisdictional electric utilities in the state of Louisiana.

(Decided at the November 29, 2006 Business and Executive Session.)

Background

As a result of interest in expanding the development of renewable energy in Louisiana,
this Commission requested Staff to initiate an investigation of the feasibility of implementing a
renewable portfolio standard (“RPS”) in Louisiana. At the December 2005 Open Session, Staff
presented a report explaining the benefits and detriments of implementing an RPS in Louisiana.
Benefits included stimulating economic development associated with renewable resource
development in Louisiana, environmental improvements through the reduction in the use of
fossil fuels, and improving the security of fuel supply through the reliance on renewable energy.
The primary detriment to the development of renewable energy is the added cost of renewable
resources compared to conventional sources of energy. At a time when Louisiana customers are
burdened by the impacts of hurricanes Katrina and Rita, the added cost associated with
developing renewable resources has to be considered. Furthermore, Staff’s report explained that
while Louisiana most assuredly does have prospects for developing renewable resources such as
biomass, landfill gas, and offshore wind resources, it does not have the same opportunities as
some other states for building on-shore wind, geothermal, hydro, and solar generation resources.

Staff’s report pointed out that from a policy perspective, the Commission had to decide
what amount of an increase in rates, if any, was a fair trade-off for the benefits of renewable
energy development. As a middle ground, Staff’s report offered another option for the
Commission to consider - a Green Pricing Tariff (“GPT”). Under a GPT, only the customer that
chooses to take service under the tariff pays a premium for the costs associated with the
procurement of electricity from renewable resources; the non-GPT customer bears no increased
costs associated with the renewable resource procurement. A GPT could be a stepping-stone that

would help to promote the implementation of an RPS at a later time if the results of the GPT

General Order (R-28271)
Page 1 of 7



prove to be successful. Thus, the implementation of a GPT could be viewed as a precursor, not a
prohibition to an RPS.
In February 2006, the Commission voted to further investigate the implementation of a

GPT. Staff issued an initial report on August 18, 2006 discussing the important issues that need
to be addressed in a GPT program and requested parties to respond to a set of specific questions.
Staff subsequently summarized all comments received from the parties and filed its Position
Paper on November 21, 2006 recommending the implementation of a year-long GPT pilot
program.
Jurisdiction
The Louisiana Constitution, Article IV, Section 21, provides:

The commission shall regulate all common carriers and public utilities

and have such other regulatory authority as provided by law. It shall

adopt and enforce reasonable rules, regulations, and procedures

necessary for the discharge of its duties, and shall have other powers

and perform other duties as provided by law.
Louisiana Revised Statute 45:1163(A)(1) provides:

(A)(1): The commission shall exercise all necessary power and

authority over any street, railway, gas, electric light, heat, power,

waterworks, or other local public utility for the purpose of fixing and

regulating the rates charged or to be charged by and service furnished

by such public utility.

Louisiana Revised Statute 45:1176 provides in pertinent part:

The Commission...shall investigate the reasonableness and justness of

all contracts, agreements and charges entered into or paid by such

public utilities with or to other persons, whether affiliated with such

public utility or not.
Analysis

After reviewing comments from interested parties, Staff concluded that the availability of

acceptable renewable resources, the willingness of customers to enroll, and the relationship
between the participation levels and pricing are uncertain at this time. Given this uncertainty,
Staff proposed the implementation of a pilot program to last no longer than one year. A pilot
program will allow the Commission the greatest opportunity to gain information in order to
develop permanent GPT rules. Entergy Gulf States, Inc. (“EGSI”) agreed to participate as the
utility in the pilot and to work with Staff in order to implement the program as quickly as
possible.

Staff’s recommendation allows all renewable resources that comply with either the

Green-e or ECOPOWER established standards for certification to participate in the pilot
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program. An exception is that renewable energy resources built prior to 1997 will also be able to
participate in the program. Renewable energy credits that do not involve delivery of energy to
EGSI will not be permitted as part of the pilot program but will be considered further as part of
the permanent program. EGSI may bank credits from eligible energy purchases in one month
that exceed the amount of renewable energy demand in that month. Furthermore, EGSI may sell
excess credits, although that revenue should first be used to reduce overall program costs.

Staff recommended a two-tiered pricing structure offered to the suppliers with priority
given to those suppliers whose resources fully comply with the established standards. Resources
that fully comply with the standards will be paid $65/MWH and resources that meet all of the
national standards, except that they first began operating prior to 1997, will receive $59/MWH.
A cap of 40,000 MWH will be placed on the amount of energy that is purchased from renewable
energy suppliers. Therefore, the premium for GPT customers is estimated to be 2.252 cents per
kWh. GPT customers will pay this premium in addition to the base energy charge and the fuel
adjustment charge.

In the event that fewer customers enroll in the GPT than expected, Staff recommended
that EGSI be allowed to recover its excess costs spent on the GPT program through the fuel
adjustment clause (“FAC”). While it is certainly not desirable to add costs to the FAC for all
customers, the “worst-case” impact of this would be quite small, as the average residential
customer that uses 1,100 kWh of energy per month would only incur an increased cost of about 5
cents per month.

Staff also requested authorization to make reasonable adjustments to the pilot program
while the pilot is in operation. For example, in the event that demand for the GPT exceeds the
40,000 MWH cap, and assuming sufficient quantities of eligible renewable energy resources
exist, then Staff would be able to increase the cap to accommodate the demand. Another
example would be if changes to the program’s marketing methods or administrative processes
would help to improve the pilot, then Staff would be able to implement those changes. Staffs
delegated authority from the Commission would not extend to any changes that would result in a
ratepayer impact of greater than 8 cents per month for the average residential customer that uses
1,100 kWh of energy per month.

Because this pilot is a Louisiana-specific undertaking, the Commission will not seek to

include any of the costs of this pilot (e.g., administrative costs, purchased power costs, etc.) that
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exceed Entergy’s avoided costs in the calculation of EGSI’s bus bar production costs for
purposes of calculating relative production costs under FERC Order 480 or 480-A (or subsequent
applicable orders) in FERC Docket No. EL01-88-000.

Roles of the Parties

The LPSC and its Staff will participate in the development of the tariff and encourage
EGSI to properly market the program to its customers. Staff will monitor the program to ensure
that adequate rules have been implemented, and to propose adjustments as necessary. The LPSC
will also establish benchmarks to evaluate the success of the pilot program. These benchmarks
will be used to determine whether a permanent GPT program should be implemented.

All EGSI customers (e.g., residential, commercial, industrial) are eligible to participate in
the program. The GPT will be in the form of a rider that a customer can sign up for to purchase
renewable energy in 100 kWh blocks. Once a customer enrolls, that customer must commit to
remain on the tariff for the term of the pilot program.

Interested parties such as environmental groups, forestry associations, and agriculture
associations should consider helping to market the green pricing tariff in order to promote public
awareness and ultimately to increase customer participation rates.

The utility, EGSI, will develop the tariff and will create a power purchase agreement that
can be used to purchase supplies of renewable energy. It will also administer the program and
market it to its customers. Staff proposed that $500,000 be allocated to market and administer
the program. Any amounts not used in the pilot program will be allocated to the permanent
program or returned to the ratepayers through the FAC. EGSI can contract with the Green-e or
ECOPOWER organizations to perform all validation of the renewable energy resources that are
offered. In doing this, EGSI will be permitted to use the Green-e or ECOPOWER logo on its
marketing material, which should prove beneficial in marketing the GPT program to customers.
However, in the interests of starting the pilot program quickly, if it is determined that this will
take an excessive amount of time and effort, then for purposes of the pilot, EGSI can work with
Commission Staff to validate that the proposals comply with the national standards. If it appears
during the year that the actual costs of implementing the program will exceed the estimate, then
EGSI shall promptly notify the Staff so that a determination can be made whether to continue the

program for the full year, or possibly modify it, or discontinue it.
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To obtain renewable energy supplies, EGSI will hold an enrollment process for
renewable energy providers that will be open for a period of 30 days once official notice is
published. EGSI will be required to accept only renewable energy that satisfies Green-e or
ECOPOWER standards and can be delivered to EGSI’s transmission system from resources
located within the state of Louisiana. However, if fewer than 40,000 MWH of renewable energy
is offered, then EGSI should accept renewable energy from suppliers located within Louisiana
that can meet the national standards in all regards except they were built prior to 1997. Should a
supplier require the use of another company’s transmission system, that supplier can still
participate, as long as it is able to obtain transmission service, and pay all transmission expenses.
In the event that more than 40,000 MWH is offered to EGSI within the enrollment period, then a
portion of 40,000 MWH will be divided equally among each provider. However, suppliers that
can fully comply with the established standards will be given priority first.

A successful GPT program requires the utility to build a targeted marketing campaign to
educate customers and encourage enrollment. At a minimum, Staff recommended that EGSI
must include information regarding the availability of its green pricing program with its retail
electric customer’s regular billing statements. EGSI must also provide information regarding the
availability of its green pricing program on its website. Additionally, for the pilot program,
EGSI must also rely on television and/or radio spots to promote the green pricing program.

Staff recommended that EGSI provide the Commission with detailed quarterly reports
evaluating the results of the program. Each report should discuss how the program has worked,
options offered to customers, participation levels and distribution statistics analyzing the data,
the amount and type of renewable energy purchased and from which suppliers, and the amount
of investment any party made in qualified alternative energy resources. The report should clearly
describe the source of the renewable energy and characteristics of the energy generated. The
report should discuss EGSI's insight derived while participating in the pilot about the barriers
that exist in Louisiana preventing the potential development of new renewable resources. The
report should also discuss any customer surveys that have been conducted and EGSI’s
perceptions about the reasons why customers did or did not enroll in the program. At least one
survey should be conducted during the course of the pilot. This information will be useful in

trying to improve the GPT and implement long-term rules for all utilities in Louisiana.
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