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Dear Ms. Campbell: 

I enclose Duke Energy Carolinas, LLC and Duke Energy Progress, LLC's 
(collectively, the "Companies") Response to questions and requests for information 
contained in the Commission's August 27, 2019 Order Accepting Integrated Resource 
Plans and REPS Compliance Plans, Scheduling Oral Argument, and Requiring Additional 
Analyses, for filing in connection with the referenced matter. 

Portions of the response to Questions l .a., 1.i, 4.a. and 4.b. contain confidential 
information and are being filed under seal. The table in the Question 1.a response contains 
confidential business and technical information which the Companies have designated as 
"trade secrets" under N.C. Gen. Stat. §66-152(3). The information in the Question 1.i 
response contains commercially-sensitive information regarding wholesale contracts and 
needs while the related market solicitation is still underway. The information in Quesiton 
4.a. · and 4.b. responses contain proprietary confidential cost information and analysis 
related to an open-market solicitation. If this trade secret and commercially sensitive 
business and technical information were to be publicly disclosed, it would allow 
competitors, vendors and other market participants to gain an undue advantage, which may 
ultimately result in harm to customers. The Companies respectfully request that the 
commercially sensitive and trade secret information be treated confidentially pursuant to 
N.C. Gen. Stat. 132-1.2. The Companies will provide a copy of the confidential 
information to parties to this proceeding upon execution of an appropriate confidentiality 
agreement. 



Thank you for your attention to this matter. If you have any questions, please let 
me know. 

Enclosures 

cc: Parties of Record 
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The Public Staff focused on several assumptions that they believed were conservative 
(i.e., assumptions that they believed may have led to the adoption of higher reserve 
margins).  The goal of a resource adequacy study is to determine the lowest planning 
reserve margin that will allow the Companies to provide adequate reliability to its 
customers using an industry standard of 1 day in 10 years Loss of Load Expectation 
(LOLE).  Importantly, by recommending a “holistic” view, the Companies believe that 
the focus of a review of a resource adequacy study should be on the reasonableness of 
the complete body of work in the study rather than seeking out only  one or two items 
that one party may view as “conservative.”  As discussed in more detail later in this 
response, certain aspects of the study could be viewed as too aggressive leading to a 
lower reserve margin. 

 
Following the discussions between the Public Staff and the Companies in December 
2017, the Public Staff put forth two scenarios that they believed were important for 
arriving at an appropriate reserve margin (reference page 9 of the Joint Report).  As 
noted by the Public Staff, the most important element in each of their scenarios is the 
load forecast error assumption. 
 
It should be noted, however, that the Companies and Astrapé had identified two other 
areas of the study that they believed may have been overly aggressive (i.e., 
assumptions that may have led to the adoption of lower reserve margins).  These areas 
include the modeling of market assistance and unit outage rate modeling.  Regarding 
market assistance, during high demand periods neighboring utilities are often 
constrained and purchases are expensive, non-firm and recallable.  Slide 33 of the 
December 12, 2017 presentation (attached to the Joint Report and reproduced below) 
shows that the SERVM model simulated non-firm market purchases of up to 3,000 
MW for DEC and 2,600 MW for DEP during high load periods for the most severe 
weather year.  The slide also shows that approximately 750 MW was purchased at the 
time of the highest simulated peak demand for DEC, and approximately 800 MW was 
purchased at the time of the highest simulated peak demand for DEP.  Based on these 
results, the Companies and Astrapé believe that the robustness of the power market 
assumed in the resource adequacy studies should be reviewed again based on more 
recent data in the next study to ensure the assumptions are not overly aggressive (i.e., 
may lead to the adoption of lower reserve margins). 
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BEGIN CONFIDENTIAL 

In summary, a holistic view of the Astrape studies' reasonableness is more appropriate 
than focusing on one or two specific individual factors. The Companies believe that 
the market assistance modeling and outage rate modeling could more than offset the 
reduction in reserve margin if the Public Staffs load forecast error assumptions were 
adopted. The Companies plan to work with the Public Staff and the South Carolina 
Office of Regulatory Staff (ORS) to update all inputs and assumptions in conducting 
new resource adequacy studies to support development of the Companies' 2020 IRPs. 

(b) An explanation and/or additional support for the following statement: "The 
2016 resource adequacy studies also demonstrated the economic benefits of 
minimizing total reliability costs to customers and showed economic reserve 

margin ranges of up to about 19% for DEC and 20% for DEP (95th percentile 
confidence level) to minimize substantial firm load shed and high cost risk. On a 
probabilistic weighted average basis, the net cost to customers of going from 
15 % to 17 % is small compared to the potential risk of expensive market 
purchases and customer outage costs that can be avoided in extreme years." [See 
Page 38 of slide deck attached to the Joint Report] Produce all analyses 
supporting this cost-benefit claim. 
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