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October 15, 2019

VIA HAND DELIVE Y
Ms. Lora W. Johnson, CMC
Clerk of Council
City Hall, Room 1E09
1300 Perdido Street
New Orleans, LA 70112
RE:

Resolution and Order Establishing a Docket and Opening a Rulemaking
Proceeding to Establish Renewable Portfolio Standards
CNO Docket UD-19-01
Our File No.: 7717-47

Dear Ms. Johnson:
Please find enclosed on behalf of Air Products and Chemicals,Inc. the original and
three copies of its Comments on Advisors Report in the referenced docket. Please file an
original and two copies into the record and return a date-stamped copy to my office in
accordance with normal procedures.
Should you have any questions regarding the above, please do not hesitate to
contact me. Thank you for your assistance with this matter.

Very truly yours,
(r2

(

Carrie R. Tournillon

CRT/tp
Enclosure
cc:

Official Service List UD-19-01 (via electronic mail)

pCnIFTL-gg OCT 115 X19
BY:___

T 504.58 .30501F 504.585.3051
904148*S treet Suite 36001New Orleans, LA 70112
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BEFORE THE
NEW ORLEANS CITY COUNCIL
IN RE: RESOLUTION AND ORDER
ESTABLISHING A DOCKET AND
OPENING A RULEMAKING
PROCEEDING TO ESTABLISH
RENEWABLE PORTFOLIO
STANDARDS.

DOCKET NO. UD-19-01
October 15, 2019

AIR PRODUCTS AND CHEMICALS,INC.
COMMENTS ON ADVISORS REPORT
Air Products and Chemicals, Inc. ("Air Products") respectfully submits the
following comments on the Advisors' Report and proposed alternatives for establishing a
Renewable Portfolio Standard ("RPS"), which was filed in the referenced docket on
September 3, 2019. Pursuant to the Order issued on September 13, 2019, in which the
deadline for filing reply comments was extended to October 15, 2019, Air Products
Comments are timely filed.
Discussion
Air Product appreciates the Advisors' evaluation and discussion of recent
developments in the RPS landscape, and their recognition of the need to consider the
baseline of Entergy New Orleans("ENO")in the determining a reasonable and economic
path forward.

As Air Products has stated in comments previously filed in this

proceeding, to the extent the Council adopts an energy standard, Air Products supports a
standard that allows ENO to pursue generation resources (acquisition or contract) that use
clean energy (including renewable energy resources and other clean energy resources)
when there is a need for additional generation and the proposed resource is the lowest
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reasonable cost resource to meet the need and provide reliability of service. Thus, based
on the alternatives provided in the Advisors' Report, Air Products recommends that if the
Council decides to adopt an energy standard for New Orleans, that the Council adopt
Alternative 2, Renewable and Clean Portfolio Standard ("RCPS"), with the modifications
set forth further herein.
As the Advisors note in the Report, ENO would be starting from a 56.9% zeroemissions resources of which less than 1% is from renewable resources.' Air Products
agrees that an energy standard that is met solely (or even largely) from renewables would
exclude, and require replacement of, existing resources that are zero carbon emitting,
which does not make sense economically, would not best advance decarbonization, and
ultimately may not be achievable. Air Products has significant concerns that Alternatives
1 and 3 would ignore the benefits of existing ENO zero-emission resources and result in
significant cost-increases for ENO ratepayers.
Air Products would expect that ENO has the best access to data to provide analysis
of the impacts of each of the proposed alternatives on its customer classes. Air Products
intends to evaluate any such analysis presented by ENO (or by any other party) and
provided comment in Air Products' Reply Comments.
As further discussed below, Air Products supports adoption of Alternative 2, the
RCPS, with the following modifications should the Council determine to implement an
energy standard for the City of New Orleans.
1 Report at 10(September 3, 2019).
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Recommended Modifications to Alternative 2, RCPS
Air Products supports the Council's adoption of an RCPS as an energy standard,
rather than a renewables-only standard that would likely require the premature retirement
of existing ENO resources and ignore the reliability benefits of having non-renewable
zero-emitting resources serving the system. The RCPS presented by the Advisors in
Alternative 2 includes many of the characteristics of an energy standard recommended by
Air Products in prior comments. However, Air Products has some limited questions and
concerns with the RCPS that Air Products believes can be resolved with the following
modifications and clarifications.
Section 3: Renewable and Clean Portfolio Standard
Air Products appreciates the consideration given by the Advisors to the impact that
an energy standard can have on customers, and in particular large customers. Under
Alternative 1, the Advisors include a large customer cap, such that customers with usage
exceeding ten million kilowatt-hours per year would not be exposed to costs for meeting
the renewable portfolio standard in excess of $50,000 per year on or after January 1,
2020, and $80,000 per year on or after January 1, 2030. However,this cap is not included
in Alternative 2, regarding the RCPS. Air Products believes that the same cost impact
considerations for large customers should be addressed under an RCPS, and requests the
following section be added as new Section 3.a)2.
Large Customers Target Cap. The renewable and clean portfolio
standard established by this section shall be reduced, as necessary, to
provide for the following specific procurement requirements for
non-governmental customers at a single location or facility,
3
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regardless of the number of meters at that location or facility, with
consumption exceeding ten million kilowatt-hours per year. On and
after January 1, 2020, the kilowatt-hours of renewable and clean
energy procured for these customers shall be limited so that the
additional cost of the renewable and clean portfolio standard to each
customer does not exceed the lower of one percent (1%) of that
customer's annual electric charges or fifty thousand dollars
($50,000). This procurement limit criteria shall increase by the lower
of one-tenth percent (0.1%) or three thousand dollars ($3,000) per
year until January 1, 2030, when the procurement limit criteria shall
remain fixed at the lower of one percent of that customer's annual
electric charges or eighty thousand dollars ($80,000). After January
1,2030,the Council may adjust the eighty thousand-dollar($80,000)
limit for inflation. Nothing contained in this paragraph shall be
construed as affecting the utility's right to recover all reasonable
costs of complying with the renewable and clean portfolio standard,
pursuant to Resolution R-19-xxx. The Council may authorize
deferred recovery of the costs of complying with the renewable and
clean portfolio standard, including carrying charges.

In addition, under Section 3.b), Air Products believes that the multiplier for Tier 3
resources was inadvertently omitted and should be stated as 1.0.
Section 4: Enforcement
Air Products agrees that ENO should separately report each year on its compliance
with the RCPS goal of the prior calendar year and provide a plan for achieving the goal
of the current and/or future years. However, it is not clear from the proposed rules where
the report will be filed and if there will be opportunity for intervention and discovery. It
is also not clear whether the plan proposed for the current year is being presented for the
first time in the utility's report, or if it was vetted in a prior Integrated Resource Planning
report. Filing a plan for the current year on April 1 of that year would leave little time for
the Council and stakeholders to review the plan.
4
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Air Products requests that ENO be required to make two separate filings - - a
report filed by April 1 of each year on its achievement of its RCPS goal for the prior
calendar year and a plan filed by June 1 each year for how ENO will achieve RPS
compliance for the next calendar year. Both the report and the plan should be filed in a
docketed proceeding, and there should be opportunity for intervention and discovery on
each filing. For the report, there should also be a process for addressing any potential
disputed issues through a hearing procedure.
Under Section 4.a)2, Air Products recommends clarifying how the RCPS
compliance costs are to be estimated, relative to the cost cap, and recommends using
similar language to what was used in Section 5.b of Alternative 1.
In addition, under Section 4.a)3, it is not clear whether the Alternative Compliance
Payment ("ACP") is required only when ENO has not complied due to hitting the cost
cap and the ACP is required only up to the 1% rate impact cost cap. The structure of the
ACP "as $/kWh of shortfall" also is not clear. Air Products proposes additional language
to clarify this section, and also proposes to revise the purpose of the CleanNOLA Fund,
as stated in Section 4.a)3, to make consistent with a change Air Products is
recommending to Section 6, discussed further herein.
Air Products requests that Section 4 be revised as follows:
SECTION 4: ENFORCEMENT
The Utility's progress toward the RCPS goal shall be monitored and
enforced as follows:
a) By April 1 of each calendar year, the Utility shall file a report
with the Council regarding its achievement of the RCPS goal for
5
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the prior calendar year and its plan for achieving the goal in the
current calendar year. The report should be filed in a docket, with
opportunity for intervention, discovery, identification of any
disputed issues, and opportunity for contested proceedings for
resolution of disputed issues. The report should include clear and
concise information that:
1. Either (a) demonstrates that the Utility has complied with the
applicable standard under Section 3, including the submission
of any RECs utilized; or(b) demonstrates the amount of kWh
sales by which the Utility fails to meet the applicable standard
under Section 3.
2. An energy portfolio report for the preceding calendar year
which shall identify the MWh hours produced by each supply
and demand-side resource comprising the utility's resource
portfolio. RECs purchased and utilized by the utility and their
associated MWh, as well as MWH associated with net
metering, DSM and other eligible resources, should also be
included in the energy portfolio report. For each resource in
the portfolio, the utility shall identify the resource name,
MWh, fuel type, the average per MWh energy related cost
associated with that resource, and the average per MWh
energy-related revenue received from MISO for that resource.
The energy portfolio report should include a calculation of the
incremental cost (if any) of compliance with the RCPS over
and above costs ENO would have otherwise incurred to serve
its load in the preceding calendar year. Specifically, the cost
of eligible resources to achieve RCPS compliance are to be
compared to avoided costs defined as the wholesale capacity
MISO market prices shaped to match the output
and ener
ofthe renewable energy.
3. In the event that the Utility fails to comply with the RCPS
standard for the applicable calendar year, the Utility shall
make an Alternative Compliance Payment ("ACP") into
CleanNOLA Fund established by the Council for the
purposes of achieving RCPS compliancefostering efforts to
reduce carbon emissions within Orleans Parish. An ACP is
only required if the failure to achieve the prescribed portfolio
percentage is for a reason other than compliance with the
required cost cap. The ACPAlternative-Gomplianee-P-ayment
6
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shall equal the kilowatthours of compliance shortfall times
the actual cost per kilowatthour of the least expensive
resource or REC actually used in Tier 3 during the preceding
yearbe—based—en—the—relateci—eost—a-eligible—resourees—and
RECs in each resource Tier, and calculated as $/kWh of
shortfall.

b)4, By June 1 of each calendar year, the Utility shall file its plan
for achieving the RCPS_goal of the following calendarjiear. The
plan should be filed in a docketed proceeding, with opportunity
Recognizing that energy
for intervention and discovery.
resources are not always perfectly sized to match load in any
specific year and notwithstanding the ACP in Section 4.a)3
above, the Utility may propose and the Council may approve a
plan to satisfy compliance for a block of compliance years upon
demonstration that such plan is prudent,just and reasonable. The
completion of such plan, as approved by the Council, shall be
deemed compliance with the RCPS for the full block of
compliance years so long as the target for the end of the block of
compliance years is met and the bill impact limitation for the
total block of compliance years is not exceeded (except as may
be approved by the Council for good cause), notwithstanding that
the target for any specific compliance year within the block of
compliance years may be over or under achieved and that the bill
impact limitation may be exceeded for a given year.

Section 5: Cost Recovery and Bill Impact Limitations
Under Section 5.b), if ENO does not meet a compliance requirement for a
particular year due to hitting the rate impact cost cap, it appears that the requirement is
deferred and added to the compliance requirement in subsequent years. However, if the
compliance requirement is deferred to subsequent years, such that ENO has to catch up
on its compliance with the standards set forth in Section 3, does the 1% rate impact cost
cap still apply in those future years? Not having the same 1% cost cap in a future year
7
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would be concerning to Air Products and would seem to negate the customer impact
protection intended. Air Products thinks the Advisors intended to preserve the 1% rate
impact cost cap but that some additional clarifying language is necessary. Thus, Air
Products recommends the Section 5.b)1 be changed, as follows:
If the utility can support its finding that, in any given year, the cost
of compliance with the renewable portfolio standard is projected to
be greater than the cost cap as established by the Council's RPS, the
utility shall not be required to incur costs in excess of the cost cap;
provided that the existence of this condition excusing performance in
any given year shall not operate to delay the annual increases in the
renewable portfolio standard in subsequent years up to the cost cap
in each of those ears. When the utility can generate or procure
renewable energy and eligible resources at or below the cost cap in a
future year, it shall be required to add such resources to meet the
renewable portfolio standard applicable in the year,pursuant to the
schedule set forth in Section 3, unless such schedule has been
modified by the Council, pursuant to subpart 2, belowwlien—the
renewable energy resources are being added.

Further, Air Products requests that the 1% rate impact cost cap be revised to tie to
the average retail rate per kilowatt-hour and make clear that the cap reflects the difference
in such rate with and without implementing the standard, such that the cap is not 1% in
year one, 2% in year two and so on. Air Products requests that the last sentence in
Section 5.b) be changed to read:
... The utility shall not incur costs to comply beyond the amount that
would increase the average retail rate per kilowatt-hour by more than
one percent relative to what the average retail rate per kilowatt-hour
would be without the standard.
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In addition, a new Section 5.c) should be added to reflect the addition of the Large
Customer Cap for the RCPS, as was proposed under Alternative 1, regarding the RPS.
Air Products requests the new Section 5.c) read as follows:
The large customer cap also constrains the amount of renewable and
clean energy that can be procured. For non-governmental customers
who consume more than 10 million kilowatt-hours (kWh) per year,
renewable and clean energy procurement is limited by 2030 so as not
to exceed either 1% of the customer's annual electric charges or
$80,000 by 2030, whichever is less.

Section 6: CleanNOLA Fund
Air Products agrees that any ACP made by the utility under the RCPS should be
used for projects designed to reduce carbon emissions and that such funds should not be
comingled with the General Fund of the City of New Orleans. However, Air Products
requests that stronger language be included in this section to ensure that the Fund should
only be used to meet the RCPS compliance requirements. ENO ratepayers should not be
required to reimburse ENO for ACPs and then also pay to meet deferred RCPS
compliance requirements. Use of the Fund should be limited so that the ACPs are only
being used to fund RCPS compliance. Air Products requests this Section 6 be revised as
follows:
The Council shall establish a CleanNOLA Fund ("Fund") or the
purposes of fostering the reduction of carbon emissions in Orleans
Parish. The Fund shall only be used towards the meeting the utility's
RCPS compliance requirementsprioritize projects designed to reduce
carbon emissions from existing sources of such emissions in Orleans
Parish. The Fund shall not at any time be transferred to, or lapse
into, or be comingled with the General Fund of the City of New
Orleans and it shall be administered by
9
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RESPECTFULLY SUBMITTED:

r7?
Katherine W. King (#7396)
Randy Young (#21958)
Carrie R. Tournillon (#30093)
KEAN MILLER LLP
Post Office Box 3513
Baton Rouge, LA 70821
(225) 387-0999
Attorneysfor Air Products and Chemicals,Inc.

CERTIFICATE OF SERVICE
I hereby certify that a copy of the foregoing has been served by hand delivery to the
Clerk of Council with a copy to the Director, Council Utilities Regulatory Office, and upon
the Official Service List via electronic mail.
New Orleans, Louisiana this 15th day of October, 2019.

Carrie R. Tournillon
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