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DOCKET NO. E-100, SUB 128 Clerks
N.G. Uﬁlitiesscgg,'fne}ss.
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION on

In the Matter of ) NC WARN'S
Investigation of the Integrated Resource ) INITIAL COMMENTS
Plan in North Carolina for 2011 ) ON THE 2011 PLANS

NOW COMES the North Carolina Waste Awareness and Reduction Network, Inc. ("NC
WARN?”), through the undersigned attorney, with its initial comments on the 2011
integrated resource.s plans (“IRPs”) filed by Duke Energy and Progress Energy in this
docket. NC WARN adopts by reference its Initia} Comments filed February 11, 2011,
and Brief filed June 6, 2011, on the 2010 IRPs.

1. The attached report, New Nuclear Power is Ruim‘ng Climate Protection Effoﬁs
and Harming Customers: Southeastermn Utilities Plan to Expand Generation — Not
Replace Coal Qith Nuclear Power,' describes the flawed outcomes stemming from the
Duke Energy and Progress Energy IRPs. ‘Both utilities have significantly overestimated |
the need for baseload power plants over the IRP planning horizon, and as a result,
continue to include expensive new nuclear plants and the existing large coal plants in
their plans. The overly optimistic growtr; projections will cause electricity bills to
increaseldramatically over the next decade and beyond, significantly increasing our
current économic problems. At the same time, reliance on new nuclear plants and
large existing coal plants is environmentally harmful and ruining crucial climate

protection efforts.

! Authored by Jim Warren, NC WARN, October 2011, Available at www.ncwarn.org
T


http://www.ncwarn.org

2. Relevant to the IRPs again this year, case law points out that the purpose of
the IRP statute, G.S. 62-110.1, is to prevent costly overbuilding. State ex. rel Utils.
Comm'n v. High Rock Lake Ass’'n, 37 NC App. 138, 245 S.E.2d 787, cert. denied, 295
N.C. 646, 248 S.E.2d 257 (1978). The Commission's role in addressing the costs and
benefits of generation and demand reduction measures is clear. G.S. 62-2(3a) states
that the policy of the State is to find the "least cost mix of generation and
demand-reduction measures which is achievable, including consideration of appropriate
rewards to utilities for efficiency and conservatioﬁ which decrease utility bills."
(emphasis added). |

3. The ambitious forecasts for demand and sales in the 2011 IRPs will have
major ramifications. As discussed in NC WARN:s initial comments on the 2010 IRPs,
Progress Energy's actual retail sales grew only 0.3% annually from 2000-2009, and
Duke Energy's grew only 0.7% ;'annually from 1994-2009. Duke Energy has abandoned
the projections in E;(hibit D of its application in the 2009 rate-caée, Docket E-7, Sub
809, that showed an expected negative trend in retail sales over the subsequent six
years. Those projections were made in early 2009, before the worst impacts of the
current economic recession, and by the first quarter of 2011, the nationwide demand for
electricity declined for the first time. The utility-funded Electric Power Research
Institute expects demand to decline by 0.5 % annually for the next decade.? At the

recent mergér hearing in Dockets E-2, Sub 998 and E-7, Sub 986, Progress Energy

2 Fahey, Jonathan., “Shocker: Power demand from U.S. homes is falling,” Associated
Press, September 7, 2011. http://news.yahoo.com/shocker-powerdemand-us-homes-falling-
170634147 .html


http://news.yahoo.com/shocker-powerdemand-us-homes-falling170634147.html
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CEO Bill Johnson stated “no one knows if its customer concern about the economy or a
structural change.” NC WARN believes the structural change is through the smarter,
more economical options for conserving energy and through renewable énergy
resources.

4. Flying in the face of the actual reductions in demand and reduced retail sales,
both utilities have returned to overly optimistic growth forecasts in the 2011 Plans.
Duke Enérgy revised its growth forecasts to 1.4% annually while Progress Energy
forecast growth of 1.1% (with DSM). The fundamental problem with planning based on
ambitious growth projections with only a token amount of enérgy efficiency and
renewable energy is that it necessitates costly new baseload power plants to meet the
projected demand. Even a fraction of a percentage point in a growth forecast
accumulates considerably over the IRP planning horizon, inaccurately leading to a false
conclusion that new baseload plants are needed. Increasing the use of ratepayer |
dollars for new plants rather than energy t_effic;iency programs or renewable energy
sources draws funds away from residential investments for- weatherization and
appliances, commercial investments in HVAC systems and industrial investments in
new turbines. When growth forecasts are too high, the utilities invest our money into
their unneeded plants, rather than allow us to make our own energy choices, and for
many low-income families, that choice may be as fundamental as electricity versus food
énd medicine.

5. Progress Energy presented three scenarios in its 2010 IRP, page A-5 -- Plan
A proposes two jointly owned nuclear plants with it owning apbroximately 25% share of
each plant; Plan B contains no nuclear units, with the difference in generation
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consisting of natural gas-fired combined cycle plants; Plan C shows two nuclear units at
the Shearon Harris site in Wake County (but unrealistically assumes low nuclear
construction costs). As an another stlep backwards in its 2011 IRP, Progreés Energy
only presents the Plan A, but doés not address its assumptions on nuclear costs that
would make that plan reasonable or achieve the least-cost mix.

6. The 2011 IRPs do not reflect even the minimum energy efficiency and
renewable energy requirements in the Renewable Energy and Energy Efficiency
Portfolio Standard (REPS) require in Senate Bill 3, S.L. 2007-397. For Progress
Energy, the charts on page 28 of its IRP showing the capacity by fuel type and the
energy by fuel type show no renewable energy or energy efficiency in either the 2012 or
2026 charts. For Duke Energy, the cha&s on page Qb of its [RP show capacity in 2012
will consist of 4.2% DSM and renewables, with an increase to 6% in 2031; for energy,
Duke Energy’s DSM and renewables accounts for 1% in 2012 and expected increase to
7% in 2031. Neither appears to achieve the REPS requirements of 12.5% of retail
sales by 2021 and thereafter, G.S. 62-133.8(b), nor do they incorporate the REPS into
their IRPs. |

7. In conclusion, the Commission's responsibility is clear in seeking the "least
cost mix" of generation and energy efficiency; the mix focuses on energy efficiency and
renewable energy sources and away from "costly overbuilding." The Commission
should determine that the proposed new baseldad generating units are not needed and
existing coal plants can be phased out in a timely manner. NC WARN's concern is that
planning for and funding nuclear plants while keeping large coal plants sets an
economically and environmentally harmful course that blocks the energy efficiency and
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renewable energy necessary to do something positive about climate change and our
economy.

Respectfully submitted, this the 7" day of October 2011.

John D. Runkle '

Attorney at Law

P.O. Box 3793_

Chapel Hill, N.C. 27515
919-942-0600 {(0&f)
jrunkle@pricecreek.com

CERTIFICATE OF SERVICE
| hereby certify that the persons on the service list have been served this NC WARN'S
COMMENTS ON THE 2011 PLANS (E-100, Sub 128) by deposit in the U.S. Mail,
postage prepaid, or by email transmission.

This is the 7™ day of October 2011.

%m;u

Attorney at Law
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Jim Warren has been executive director for NC WARN since 1993.
Research assistance by Anna Moorefield and Rita Leadem.

NG WARN: Waste Awareness & Reduction Network is a member-based nonprofit tackling
the accelerating crisis posed by climate change — along with the various risks of nuclear power
— by watch-dogging utility practices and working for a swift North Carolina transition to energy
efficiency and clean power generation. In partnership with other citizen groups, NC WARN uses
sound scientific research to inform and invalve the public in key decisions regarding their wellbeing.

PO Box 61051, Durham, NC 27715-1051 » (919) 416-5077 « www.ncwarn.org
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New Nuclear Power is Ruining Climate
Protection Efforts and Harming Customers

Southeastern Utilities Plan to Expand Generation - Not Replace Coal with Nuclear Power

Summary

A race between two powerful global forces is nearing a critical juncture. Climate change,
which is increasingly devastating humans and other life across the planet, is within a very
few years of passing irreversible tipping points. Meanwhile, a climate-protecting clean energy

revolution is escalating in many parts of the world.

Five large corporate utilities in the southeastern United States could prove pivotal to avoid-
ing runaway climate change toward what NASA climatologist James Hansen calls a planet for

which human life Is not adapted.

Since 2005, prodigious public relations campaigns have promoted those utilities’ commitment
to lead the way to a “low carbon” future by building more nuclear power plants.

But instead of replacing their coal-burning plants with nuclear power, the Southeast Five plan
to keep operating most or all of their coal plants indefinitely, while adding more nuclear (and
fossil fuel) plants so they can expand-electricity sales both within and outside the région. This
business model is based largely on the delusion that the U.S. economy will someday return

to the unsustainable growth that created the combined economic-ecological predicament we

now face.

The long-sought U.S. nuclear “renaissance” is now in shambles. Even the Southeast Five would
have cancelled their problem-ridden projects except that, in recent years, state governments

have forced customers to absorb the enormous
financial risks. These captive customers must
buy electricity from corporate monopolies that
are protected from competition.

Outside the Southeast, states and utilities are
avoiding what Moody’s analysts call “a bet

the farm risk” posed by nuclear projects that
private investors will not support. Mare than
20 states are adopting energy-saving programs
along with cogeneration, solar and wind power,
all of which are either less expensive than, or
cost-competitive with, new nuclear genera-
tion. Those efforts are creating thousands of
jobs, keeping power bills in check and cutting
greenhouse emissions.

In the Southeast, however, wutilities are not
only evading — but actively blocking -— the
advances in those resources that are so abun-
dant across the region; the same efficiency
programs and renewable power that would
speed the phase-out of carbon-belching coal
boilers also dampen the need for expensive
new nuclear plants.

Palmer Drought Severity Index
July, 2011
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Muttiple extreme weather events — including record floods in the
Midwest, along with droughts, heat waves and wildfires across the
South — are severely straining local, stale and federal economies.
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Giant centralized power companies could be driven to extinction by falling prices and grow-

ing markets for rooftop solar leasing companies — and recently, residential scale wind. Even
the Southeast Five cannot entirely impede such distributed generation. But the climate clock
is ticking faster and chaotic changes are accelerating.

Contrary to the utilities’ public relations claims, electricity demand in the Southeast has
been flat or falling for years — despite population growth. Indusiry analysts predict that de-
mand is likely to decrease further due to long-term economic restructuring and the adoption
of energy conservation and efficiency in homes and businesses (which is gradually occurring
despite the utilities). Ironically, nuclear construction would cause demand to fall further as
customers respond to soaring rates,

Even if new nuclear generation were planned to replace coal, most of the proposed projects
are taking nearly 20 years to complete (if any are finished at all), while climatologists warn
that global reduction of carbon emissions must begin immediately to prevent global warming
from becoming self-sustaining.

Even if humanity quickly begins to reduce emissions, we still face decades of worsening
climate conditions due to the past years of carbon pollution already in the atmosphere and
oceans. That period of time will fully challenge our economic and social systems with chaotic
weather and wildfires, and with increasing degrada-
tion of our water and food supplies, all of which
ampiify global conflicts and suflering.

The poor are being hurt first and the most, but no one
will escape these chalienges. '

The Southeast still has a window of opportunity —
closing rapidly — to join the shift to a clean energy
economy that creates jobs and protects power bills.
This would allow the region to join the growing inter-
national efforts to avert the worst effects of climate
disruption, thus providing a positive “tipping point”
toward stabilization of our climate and economies.

By contrast, a continued pursuit of new nuclear
plants, while not closing coal power plants, could
harm local and state economies and exacerbate the
climate crisis instead of helping to mitigate it.

The Nuclear Paradox: In order to close
coal-fired power plants and slow global
climate change, we must stop south-
eastern utilities from trying to build
nuclear power plants.

NEW NUCLEAR POWER IS RUINING CLIMATE PROTECTION EFFORTS AND HARMING CUSTOMERS 4
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Introduction

In the captive Southeast, ciosing coal requires stopping new nuclear projects

a deliberate obfuscation campaign
fueled by the energy industry, the
U.S. public is slowly beginning to realize that
climate change is no longer hypothetical,
but a widely-measured planetary transition
that is well underway and worsening at a
disturbing pace. Gradually, climate disrup-
tion has become utterly blatant as chaotic
weather, crop failures and ocean changes
are increasingly harming people, plants and
animals across the planet — and challenging
our vital social and economic structures.

D espite major psychological denial and

Some leading experts warn that if annual
greenhouse emissions continue rising

for another three or four years, global
warming is likely to move past irreversible
tipping points due to various feedback
mechanisms that are already occurring.?

In addition to the critical need for near-
term emission reductions, NASA's James
Hansen and others insist that ail giobal coal
combustion must be phased out by 2030.

In the U.S., coal-fired electricity represents
roughly 40% of greenhouse gas emissions.

Meanwhile, a belated but escalating transi-
tion to an energy future based on wiser
usage of power tapped from the sun and
wind is underway in many parts of the
world, a conversion that is encouraging and
vastly superior economically to carbon-
based and nuclear generation. But because
of the ticking climate clock, the shift must
happen much more quickly.

Not surprisingly, the nuclear power indus-
try — mostly the same corporations that
brought us the carbon crisis — has led
reasonable people to wonder if building
more nuclear capacity is a lesser evil that
represents the only path forward. Conse-
quently the U.S. is now in year seven of an
extraordinary public relations offensive
calling for a “renaissance” based on nuclear
power's iower carbon pollution as compared
to electricity generation from coal.

But nuclear power’s long-running struggle to
become economically competitive, including
inherent technical complexities, has re-
mained an intractable obstacle. Experimen-
tal and complex plant designs are proving
far more challenging to finalize, much less
license and construct, than pro-nuclear
enthusiasts will admit.

Those financial challenges, largely based
on the need to moderate catastrophic risks
to public safety and property, have caused
the U.S. revival to contract — not expand —
over the past several years.

“...the overwhelming majority of the world's
climate change scientists [have] shown
that rapid global warming is real, because
of humans. It is dangerous to our health,
our food supply, our cities and our national
security - in short, our future”

— William H. Schiesinger, President of the
Cary Institute of Ecosystem Studies®

Scientists say global
warming is making
4 arange of weather
extremes worse. Storm
8 surge from Hurricane
lrene broke new inlets
across Hatteras Island
in late August and
caused over $100
Ry rmillion in crop damage
4 in North Caroling afone.

NEW NUCLEAR POWER IS RUINING CLIMATE PROTECTION EFFORTS AND
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In February 2011, well before the Fukushima
disaster, former Nuclear Regulatory Com-
mission member Peter Bradford wrote that
the so-called U.S. nuclear renaissance is “in
shambles.” His point was that most of the
U.S. nuclear projects announced earlier with
great fanfare had already been sidelined
due to design complexities and scaring cost
estimates that leave the new models unable
to compete economically against other tech-
nologies — at least in states where custom-
ers can choose their electricity provider.*

Most U.S. power companies have backed
away from nuclear projects due to the
enormous financial risks. Many are pursu-
ing paths that are better for their corporate
stability and for our climate, heath and
economy.

Now, the U.S, nuclear revival is mainly con-
signed to a few southeastern states where
electricity providers enjoy monopoly service
areas and, more importantly, where their
corporate influence led to recent Construc-
tion Work in Progress (CWIP) legislation
that shifts the prodigious financial risks to
their customers. Under CWIP, customers pay
for the construction of the nuclear plants
decades before they produce power — with
automatic annual rate increases — even if
the projects are abandoned in midstream.

“...we have to get legislation in North
Carolina that allows us to track CWIP
similar to legislation that we have in
South Carolina. That's a key before
we'll move forward.”

— Jim Rogers, Duke Energy CEQO®

Based on public statements by CEOs such as
Duke Energy’s Jim Rogers, who has gained
only partial CWIP legislation in North Caro-
lina, it is clear that without full-blown public
backing — including taxpayer insurance
and, in some cases, federal loans and guar-
antees — the nuclear revival would already

reside only in the memories of those who
attempted to benefit from it.®

Despite their persistent claims of unfettered
annual demand growth, southeastern utili-
ties have mostly experienced flat or falling
demand for many years. National projec-
tions for future demand are down not only
due to the current recession, but because of
long-term economic restructuring, a belated
mainstreaming of energy conservation and
efficiency, and other forces not yet under-
stood by the power companies.”

Earlier studies have demonstrated theoreti-
cally that, instead of helping with climate
change, trying to build new nuclear plants is
actually squandering humanity’s chances to
avert the worst effects by diverting billions
of dollars and precious years in the wrong
direction.®

To lortify those findings, this report address-
es the actual practices in the Southeast, a
region that ranks high in coal-fired electric-
ity, low in energy efficiency and conserva-
tion, and where most of the remaining U.S,
nuclear licensing and construction projects
are targeted.

It relies on data filed with regulators by the
five utilities still attempting to lead a U.S.
nuclear revival. The Southeast Five include
Duke Energy Carolinas, Florida Power &
Light, Georgia Power (a subsidiary of South-
ern Company), South Carolina Electric &
Gas, and Progress Energy. {Note: Progress
Energy maintains two separate service
areas, one in Florida and one that inciudes
parts of both Carolinas.]

This report focuses special attention on Duke
Energy for several reasons, including CEO
Jim Rogers’ international stature in insisting
he understands the challenges and oppor-
tunities posed by climate change, energy
efficiency and renewable power. Also, Duke
Energy is in the process of acquiring Progress
Energy, which would make Duke the largest
electric utility in the nation, if not the world,

NEW NUCLEAR POWER IS RUINING CUMATE PROTECTION EFFORTS AND HARMING CUSTOMERS 6
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Figure 1: “Southeast Five” Electricity Resources

Each of the Southeast Five utilities project significant growth in their overall generation capacity over the course of their
planning horizons despite national long-term trends of falling electricity demand. This growth in capacity is mostly due to an
increase of construction of nuclear and natural gas plants. The Southeast Five claim that this new nuclear capacity is being
developed in order to close coal-fired plants — thereby reducing greenhouse gas emissions. The graph above shows the
reduction of coal generating capacity, but because only smaller, littte-used units are being retired, the actual reduction in
electricity generated by coal is very small (e.g. 3.5% for Duke Energy as described on p. 8). Note: Purchased power is not
included. The graph does include nuclear projects that Florida Power & Light and Progress Energy Florida hope to bring

online after their 2020 planning horizons.?

The Southeast Five plan to add
nuclear without replacing coal

The five southeastern utilities purpcrtiné
to lead a U.S. nuclear revival do not plan
to reduce carbon emissions by replacing
their lucrative coal-burning fleets with
new nuclear units.

The Southeast Five intend to increase sales —
including to other regions — by adding large
amounts of generation capacity from nuclear,
natural gas and biomass. Duke Energy is even
building a large coal-fired plant in North Caro-
lina, as well as one in Indiana, neither with any
prospect of carbon capture.

An analysis of long-term supply and demand
forecasts filed by the Southeast Five indicates
that each power company hopes to add new
nuclear generation while continuing to use

its large and lucrative coal-burning plants
indefinitely (see Figure 1). Despite a decep-
tive public relations campaign touting “clean
coal,” there is no viable prospect for any of
those coal-fired units to ever capture carbon
emissions.”®

B Duke Energy Carolinas plans to add 7,723
megawatts (MW) of generation capacity by
2030, a net addition of 36.5%, while continuing
to use its large coal-fired units. Over 2,200 MW
would come from two Westinghouse AP1000
nuclear units at Duke’s proposed Lee Nuclear
Station. Because Duke's sales have been

NEW NUCLEAR POWER IS RUINING CUMATE PROTECTION EFFORTS AND HARMING CUSTOMERS
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relatively flat since long before the reces-
sion, CEO Jim Rogers continues to pursue an
aggressive program to expand sales inside
Duke’s service area (for example, by recruit-
ing energy intensive but low job-creating data
centers), and even by recruiting entire cities
and other large customers outside its area."

& Georgia Power, part of Southern Company,
plans to increase its generating capacity by
anet 3,282 MW by 2020. If successful, its
nuclear capacity would grow by 1,007 MW
based on Georgia Power's ownership share
of two AP1000 units now in a pre-licensing
construction phase at its Plant Vogtle site.
The company pians to close old, small coal
units that represent 11.6% of its coal fleet’s
10,690 MW capacity.

# South Carolina Electric & Gas plans to
Increase generating capacity by a net 1,128
MW from 2010 to 2025. Of the new capacity,
1,228 MW would come from new nuclear
generation based on SCE&G's 55% owner-
ship of two new AP1000 units that are also in
pre-licensing construction at the V.C. Sum-
mer plant. Meanwhile, SCE&G projects to
close 300 MW of older coal units.

= Florida Power & Light plans to increase
generating capacity by an ambitious 9,510
MW, including over 5,000 MW of natural gas
units. If completed, two new AP1000s at

Turkey Point would contribute more than
2,200 MW of new capacity (the opening date
is now projected to be after the 2020 plan-
ning horizon). FP&L does not project any
coal closures at this time.

s Progress Energy Florida plans to increase
its generating capacity by a net 1,545 MW

by 2020, bringing two new AP1000 reactors
online, totaling 2,210 MW, at the Levy Coun-
ty site. That project is now delayed until
after the 2020 planning horizon. PEF plans

to retire two older coal-fired units totaling
869 MW, or about 38% of its coal capacity.
However, those retirements could well be
reversed for any of three reasons:

1. if delays and uncertainty continue with
the company’s proposed nuclear project
(recently a Florida regulator indicated
that the project has been set backto a
2027 opening),”

2. if CEO Bill Johnson repeats his recent
announcement that in the Carolinas, he
will alternatively burn coal and natural
gas depending on contemporaneous
prices, as noted below,

3. if Progress Energy adopts, as expected,
the expansionist business model of Duke
Energy, which is in the process of acquir-
ing Progress Energy.

Public Relations Vs. Data

In recent years, Duke Energy and others advanced “green” public
relations strategies by agreeing to retire some old coal-fired units.
Little mention was made of the fact that those very small units are
rarely used, have been fully depreciated {are no longer profitable)
and do not meet clean air standards. As shown in Appendix 1,

some of those units are not being operated at all.

Duke Energy Carolinas’
planned reliance on coal
power in 2030 will remain
at 96% of the 2010 level.”

In both its 2010 Integrated Resource Plan and numerous public
statements, Duke Energy Carolinas superficially appears to substantially reduce its overail dependence
on coal over time.

Duke is actually substituting a new 835 megawatt {MW) Cliffside coal unit, which would be used basically
“around the clock,” for 18 rarely used units with capacity totaling 1,600 MW, Twelve of those units are under
100 MW in capacity; four units were not used at alt in the year ending May 31, 2011.

NEW NUCLEAR POWER IS RUINING CLMATE PROTECTION EFFORTS AND HARMING CUSTOMERS 8
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B Progress Energy Carolinas has
basically suspended licensing efforts

to add two nuclear units at its Shearon
Harris plant, although it still projects

the possibility of adding 550 MW of
nuclear generation to its fleet — pre-
sumably from acquiring a share of a

Duke or SCE&G project. PEC plans to
retire 1,488 MW of coal units, although two
of the coal facilities witl be converted to
natural gas and will have a greater capacity
than the company’s total coal retirements.
PEC plans to increase capacity by a total
of 4,615 MW by 2025 (38.2%) by relying on
5,060 MW of new natural gas generation.

None of the Southeast Five’s planning docu-
ments indicate an intention to close coal units
in years following their current planning
horizons.

In fact, Progress Energy CEQO Bill Johnson,
who has been tapped to head Duke Energy
after a merger expected to be completed

late in 2011, announced in August that the
Progress Energy Carolinas sector of the
merged corporation will increasingly rely

on natural gas if downward price trends
continue. However, he will protect his option
to burn more coal by “play[ing] to the fuel
markets as prices change.”

Progress Energy CEO Bill Johnson, who
plans to soon head Duke Energy, calls
himself an “unabashed advocate” of nuclear
and coal power."®

In southern states with “regulated” monopo-
ly markets, retiring fully depreciated genera-
tion facilities and adding billions of dollars
worth of new capacity makes business
sense for the utilities that hope to maximize
profits. Such capital investments — plus a
guaranteed rate of return — form the basis
for electricity rates paid by residential and
business customers. Therefore, building
expensive power plants and maximizing
electricity sales boosts revenues.

Adding nuclear reactors at roughly $10-12
billion per unit is part of a southeastern util-
ity business plan that could increase rates
by 50-100%, if not more, especially because
older generation assets have been largely
depreciated, thus carry less weight in the
ratemaking formulation process.’

New nuclear generation is likely to cost at
least twice the average cost of generation

By doing so, he would keep
a large excess of generation

assets in the rate base, then
use the units most profitable
in a given time period and/or
sell excess power outslde the
region.

If approved by regulators,
this business model will allow
a combined Progress-Duke
Energy to add tens of billions
of dollars to its rate base, thus
increase rates to customers,
and keep all its still-profitable
coal units operational and

in the rate structure while
adding redundant nuclear
and natural gas generation.

Natural Gas Is Not Clean

As nuclear power has become progressively more financially risky.
utilities such as Progress Energy are hedging their bets toward natural
gas instead of efficiency, cogeneration, solar and wind. Long called a

" “cleaner fuel,” natural gas has recently experienced downward price

trends due to a rapid increase in supply.

A mining technique that releases natural gas from shale formations,
“fracking,” is highly controversial due largely to groundwater contami-
nation and its huge usage of fresh surface water.

In addition, the long held claim that electricity generation from natural
gas produces only half the amount of greenhouse gases as coal is
now being challenged. Researchers at Cornell University found that
leaking methane at various steps of the fuel's life cycle — when ex-
tracted via hydraulic fracturing — leads to greenhouse gas emissions
at least 2006 greater than coal-fired electricity over a 20-year horizon,"”
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from-currently aperating baseload fleets,
which will drive overall rates much higher."

These corporations want to have their coal
and nuclear too — to extract decades of
profits from their large coal burners while
expanding sales and rate bases as much as
possible. But that approach is not helping
create a low-carbon future or protecting
customers from soaring power bills.

Utilities are impeding advances
in efficiency, solar and wind

In this sun- ang wind-rich region,
the Southeast Five are offsetting the
important carbon reduction gains
made by others.

Not only are the Southeast Five shunning
development of abundant, clean energy and
efficiency resources that could speed the
phase-out of carbon-belching coal boilers,
at least some are actively blocking advances
by clean energy businesses and advocates.
That’s because the growth of clean energy
would further dampen the need for billions
of public dollars to be risked on new nuclear
plants.

As southern utilities simultaneously devel-
oped talking points and license applications
to build nuclear plants during 2005-2006,
they openly dismissed energy efficiency
and renewables. But in response to public
demands for energy-saving programs and
truly clean power, Duke Energy and others
began a long-term public relations offensive
claiming to support energy efficiency, solar
and wind even while insisting quietly (for
example, in arguments to the N.C. Utilities
Commission) that the public will not bother
to save energy, and that solar and wind are
only part-time curiosities.

Global trends provide hope for the overall
shift to clean, safe electricity production,
with a recent United Nations study showing
that 80% of world electricity needs could be
met with renewable energy by 2050.% Many
U.S. states and other countries are success-
fully increasing the use of renewables, en-
ergy efficiency and cogeneration (also called
combined heat and power), retiring coal and
avoiding new nuclear construction.?

However, none of the Southeast Five plan
to use more than a minuscule amount of
energy efficiency, cogeneration, or clean re-
newable generation. Figure 2 illustrates the
percentage of total generation that
would be generated by solar and

§ULlity{End,ofRlanningiHorizony

wind, as well as energy efficiency,
by the end of each utility’s planning
horizon (the year each corporation
chooses for its supply-demand
planning).

In North Carotlina, Duke and Prog-

ress agreed to a 2007 renewable

energy and energy efficiency portfo-

lio standard (REPS), but negotiated a

Duke Energy Carolinas, 2030 0.77% 2.19%
Progress Energy Carolinas, 2025 0.59% 3.580*
Progress Energy Horida, 2020 0.00% 0.71%
SCE&G., 2025 ] 0.00% 5.09%
Georgia Power, 2020 0.00% 0.00%
Florida Power and Light, 2020 0.15% 0.00%

backroom deal that married the bill

* mastly from transmission upgrades [see page 11}
Figure 2: The Southeast Five’'s Commitment to Efficiency

and Renewables

The Southeast Five commit to adopt meager wind angd solar capacity,
if at all. For utilities reporting only general plans for “renewables,” no

credit is given for solar or wind development.'

to pro-nuclear Construction Work in
Progress (CWIP) legislation.

Despite millions of ratepayer dollars
spent each year on “green” image
advertising, neither Progress nor
Duke plans to do more than a very
small amount of energy-saving or
renewables in their service areas in
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Controlling The Decisions

-l surprised no one that the Florida Public Service Commis-
' sidn jetusoned rules that would have required two utilities to
more aggressively encourage energy conservation. ..
Utilities were unenthusiastic, and the notoriously utility-friendly
PSC is not an agency eager to upset the status quo...
A brief era of independence was quickly ended last year
when state lawmakers dumped Gov. Charlie Crist-appointed
PSC members who dared to reject rate hikes. ..

...the PSC has been averse to promoting change, though
conservation ultimately is far fess expensive than buiiding
more power plants.... A key step to getting power compa-
nies to more aggressively embrace conservation is to devise

a rate structure that rewards companies that save power. /7

—The Tampa Tribune editorial board, August 2011%

the Carolinas — only enough to justify their
statements that “efficiency and solar can be
part of the mix, but they just aren't enough.
We must have low-carbon nuclear power too.”

Progress and Duke in North Carolina have
done pilot energy efficiency programs that
proved popular, but they are keeping them
at small scales. In CWIP-free Ohio, Duke
Energy achieved triple the state energy
efficiency requirement in its first year —
with a very modest investment — by help-
ing customers save nearly 1.5% of power
sales.? But in the Carolinas, Duke says it can
achieve only about 2% over 20 years.

Progress Energy Carolinas pushed its
“smart grid” upgrades as an energy effi-
ciency measure and, although modernizing
the electricity grid does add some efficiency
to overall operations, it does little to cut
end-use demand (also, all utilities are going
through this costly process but not included
as efficiency). The hundreds of millions of
dollars Progress spent was passed on to
residential ratepayers by the N.C. Utilities
Commission, and conveniently met most

of the energy efficiency requirement in the
2007 REPS bill.»

A May report by national experts in energy
efficiency supports critics who claim the
2007 REPS bill in North Carolina merely
provides cover so the utilities can insist
they support clean energy as they pursue
nuclear projects that are more lucrative. The

American Council for an Energy-Efficient
Economy reports that 16 states are on
track, or close, to meeting energy saving
goals. It also highlights the Duke and Prog-
ress strategy: “While its policy has been
in place for over two years, North Carolina
has not recorded energy efficiency savings
and is thus not included in this tally."®

Whiie using ratepayer money to promote
their green credentials, the two N.C.-based
utilities, which plan to soon become the
largest single U.S. power company, have
aggressively opposed efforts by a diverse
coalition of over 40 nonprofits to establish
a statewide efficiency program not con-
trolled by the utilities.?

Even the industry’s key trade group, the
Electric Power Research Institute, did a 2010
analysis concluding that new nuclear power
and “clean coal” would not reduce emissions
but reduction targets could be achieved
with efficiency and renewables ¥

One peculiar utility claim is that because
rates are now low in the Southeast, energy
efficiency programs will not succeed as
they do in other states. Their model is to
lock in soaring rates as they build plants,
double power bills, then watch customers
cut energy usage as the new plants export
power to other areas.

Meanwhile, the Southeast Five dismiss
renewable energy as a serious alternative.

Offshore wind could power much of the eastern U.S. and create thousands
of jobs, but the Southeast Five are impeding its development because this
growth industry heips eliminate the need for nuclear projects.
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“And we know there’s no wind in North
Carolina... because you can’t make
the economics work here”

—Duke Energy CEO Jim Rogers, March 15, 20112

The wind-power industry is convinced oth-
erwise. Roughly 3,000 megawatts (MW) of
wind power is being actively considered or
developed near North Carolina’s coast and
off-shore. A 300 MW land-based project near
Elizabeth City set for completion in 2012 will
be the Southeast’s first commercial-scale
project and one of the largest wind farms

in the nation. In all, developers are already
exploring the possibility of building 900 MW
of capacity in eastern North Carolina, and
2,000 more offshore.®

are being instafled in the 310-12 thousand range.

According to their Integrated Resource
Plans and testimony, it appears that N.C -
headquartered Progress Energy and Duke
Energy both plan to watch all that power be
exported north,

In contrast to Rogers' statement, wind power
is being delivered to customers at 3.5t0 4.5
cents per kilowatt-hour by Duke Energy Re-
newables in Texas, a price many times lower
than new nuciear power could ever achieve.®

North Carolina has the largest off-shore
wind capacity on the East coast, an amount
the Department of Energy says could theo-
retically supply all the state’s electricity
needs. UNC-CH researchers in 2009 said
“North Carolina is well-positioned to de-
velop utility-scale wind energy production,
and should pursue it aggressively."%

While other countries and private corpo-
rations are rapidly increasing off-shore
wind generation, the price for U.S. projects
remains uncertain. Proposed projects off
Rhode Island and Massachusetts are esti-
mated to cost about 24 cents and 19 cents
per kilowatt-hour, respectively®

Those prices are in the range of what new
nuclear would cost {(without even consider-
ing billions in taxpayer subsidies for nuclear
power). Most of the Southeast Five have
sufficient clout to ensure legislative and
regulatory support for wind energy if they
chose to take the clean energy approach.”
Regarding solar power

In North Carolina, Duke and Progress are us-
ing the 2007 REPS requirements as a cap for
solar generation — not as a starting point to
help build up the industry as intended. The
utilities largely met the miniscule require-
ment that two-tenths of total generation
come from solar power early on, and have
no intentions of going further. Consequently,
some major solar installers are looking to
other states for business.

Solar installers complain that Duke Energy
has turned down a host of competitively
priced proposals, and that Progress Energy
generally considers only small-scale projects
to meet its 0.2% solar requirement.™

In addition, solar companies say they have
been hurt because Duke Energy is meeting
its REPS obligation by developing its own
projects and buying power from a single
large solar site. “Duke left out contractors

* As this report was being finalized, Duke Energy filed its 2011 IRP, which will be reviewed by the N.C. Utllies Commission, NC WARN

and others. In it, Duke projects to increase wind power capacity to 411 MW by 2031 but to use it only to contribute 62 MW of peak
power. During testimony at the NCUC on September 20, 2011, CECs Rogers and Johnson Indlcated no plans for their companies to

axceed the 2007 REPS requirement.
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“With practical increases in energy efficiency and renewables,
less and less baseload would be needed, especially since it is
now clear that sofar and wind power can work in combination
to replace traditional baseload generation.”®

¢ Gl amAyyat Siyon aths e Candion, s,

LI

—Dr. John O. Blackburn, former chancellor and
emeritus chairman of economics, Duke University

and private investors who could have
expanded the industry.™* Solar companies

. have reportediy complained they cannot get

a foothold in other monopoly-utility states in
the Southeast.®

A central mantra by Southeast utilities is that
solar and wind power are not dependable.
By contrast, a 2010 study by the late John
Blackburn, an energy economist and former
Duke University chancellor and chair of
economics, showed that across North Caro-
lina, “intermittent solar and wind energy,
especially when generated at dispersed sites,
could generate 75% of total electricity needs
rather than be relegated to auxiliary use.”¥

Neither Duke Energy nor Progress Energy
have produced any data contradicting Dr.
Blackburn. In fact, the nation’s leading
energy regulator agrees that using solar
and wind in combination should eliminate
the need for construction of traditional
“baseload” generating plants, and speed the
transition to renewable power:

“| think baseload capacity is going to

become an anachronism... We may
not need any [new coal or nuciear
plants] ever! —John Welinghoff, Chair,
Federal Energy Regulatory Commission®

Another utility talking point is to claim solar
and wind are too expensive by comparing
them only with costs of generation from
plants built decades ago — not the much
higher costs of power that would be gener-
ated by new plants. In fact, new nuclear
electricity is likely to cost twice the cur-
rent average kilowatt-hour rates in some
states, while solar photovoltaic prices are
already falling below those levels when both
nuclear and solar are compared net of public
subsidies.?

Calling nuclear power “a climate protection
loser,” energy expert Amory Lovins empha-
sizes that energy efficiency, wind (at least
on-shore) and cogeneration are all carbon-
free resources that “cost at least one-third
less than nuclear power per
kilowatt-hour, so they save more
carbon per dollar” and are far
more quickly deployed. Many
efficiency measures beat the price
of new nuclear power by ten-fold.*

With solar and wind power growing
in use while prices continue to fall,
and because short- and long-term
projections show electricity usage

COsts {0 customers.

Large amounts of private capital are now bolstering companies
instafling solar photovoltaic systems on rooftops with no up-front
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decreasing, the Southeast has a perfect
window of opportunity to shift to practical,
bill-saving energy efficiency programs and
clean generation along with the thousands
of jobs they bring.

For that to happen, the utilities’ business

model — and control over crucial public
decisions — must change.

Exaggerated demand

Based on the utilities’ own historical
demand data, the Southeast Five cannot
justify new nuclear plants. Skyrocketing
rates to build multi-billion dollar nuclear
projects would cause demand to fall
even more.

For years prior to the 2008 recession, south-
ern power companies seared into the public
mind the notion that electricity demand
was experiencing unfettered growth. More
recently, their nuclear industry allies have
joined them in insisting such a growth
model is destined to return and extend far
into the future. Public officials have adopted
the “2% per year” growth mantra with little

Figure 3: Demand Destruction Due to Rate Hikes

This document from Duke Energy Carolinas’ 2009 rate case indicates
that rising rates lead to faling demand and contradicts the company's
ambitious growth projections in the long-term planning documents.*®

be smafl,

as follows:

STATEMENT REGARDING PROBABLE EFFECT OF
PROPOSED RATES ON PEAK DEMANDS AND SALES

The following forecast {rom the Spring 2009 Foreeast incorpomtes the cffect of the
expected rate increase on forecasted peaks and sales. Overall we axpect the effect to

Tha Cormnpeny sstimates that the kilowatt-houra which will be used by our North
Carlina Retall customans during the ensuing one year and the following five years ere

This staternent is being fumished pursuant to G.S. §2-155(s).

EXHIBITD

NC Ralall GWH
2009 54027
2010 53,575
201F 54073
2012 54,862
2013 53973
2014 53,988

question, while echoing utility arguments for
building more coal and nuclear plants “so
we can keep the lights on.™?

Over the decades, utilities have regularly
exaggerated growth projections, which be-
came a key factor in the cancellation of more
than 90 U.S. nuclear projects in the 1970s
and ‘80s, but which nevertheless led to a
Southeast regional over-building of baseload
generation capacity for which demand has
never caught up.

In North Carolina, the utilities’ demand
growth claims are belied by their Integrated
Resource Plans (IRPs) filed with the N.C.
Utilities Commission. Both Duke Energy and
Progress Energy have experienced very low
or even falling growth in demand for many
years despite a growing population. Indus-
trial demand plummeted in the previous
decade due in part to manufacturing out-
sourcing and other corporate restructuring.
Duke's total retail sales fell nearly 3 percent
between 2000 and 2009, according to its IRP
filed in September 20104

And despite years of iow growth, long-term
decline in the national and state economies,
and a certainty that soaring power bills
caused by construction of new nuclear plants
would result in what industry insiders refer to
as “demand destruction” — where customers
cut usage as power gets more expensive — all
the Southeast Five curiously projected in
their 2010 IRPs the resumption of vigorous
growth far into the future. (Since filing its 2010
IRP, Duke Carolinas conceded that demand
growth will remain flat through 2015.)%

Some utilities even encourage customers to waste
power. In 2008 the NC Utilities Commission sided
with NC WARN by ordering both Progress Energy
and Duke Energy to stop coaxing more customers
into an energy-wasting “leve! billing” program, but
unfortunately allowed them to retain thousands of
customers already using the plans. In July 2010, the
commission rejected Duke Energy's appeal of an
order requiring Duke to track the impacts of
energy-wasting programs.*

NEW NUCLEAR POWER IS RUINING CLMATE PROTECTION EFFORTS AND HARMING CUSTOMERS 14




Jim Rogers’ Leadership

The prominent Duke Energy CEO who insists he understands climate change is
building two large coal-power plants without any prospect of capturing carbon
emissions. Both plants are multi-billion dollar projects that Duke plans to operate
_ 2 o for many decades.

J_;:' I B While touting new nuclear power as the only “carbon free” option that's viable in

, I PR (A the South, Rogers also plans to keep using his profitable coal fleet indefinitely.

The Duke CEQ boasts of being a leader in renewable energy:¥ “...we've invested $1.7 billion to build 1,000 MW
of wind..."® And in fact, it's true. But he is doing so only in states with competitive electricity markets. In the
monopolized Carolinas, Duke Energy and Progress Energy are both disregarding abundant solar, wind and
cogeneration resources while actively impeding their advances — even though they are all cheaper than new
nuclear, or will be long before new nuclear plants could come on line.

Year after year, wind and solar prices fall, while new nuclear prices continue to increase.

Rogers is also aggressively seeking to expand electricity sales outside Duke’s territory in a scheme that would
force current customers to subsidize new ones; Duke is appealing the N.C. Utilities Commission’s denial of

that expansion plan.*® Rogers’ contradictions also came to light during a March hearing before the N.C. Utilities
Commission, where Duke sought approval to spend $267 million more in planning costs for its Lee Nuclear Station.
Vice president Janice Hager admitted under cross-examination that the company intends to boost traditional
generation capacity by one-third by 2030, while avoiding North Carolina’s leading off-shore wind capacity®

and restricting solar development to two-tenths of one percent of overall 2020 generation levels — the minimum
required in the 2007 REPS legisiation. As explained in a little-noticed loophale, that percentage would fall in subse-
quent years if overall generation grows.

“We do not have any additional {solar generation by 2030] reflected in our IRP based on its cost,” she replied
under cross examination, ignoring the fact that solar is already competitive with new nuclear power and is likely
to continue dropping in price.

In July 2011 Duke Energy filed for its second
general rate increase since the beginning of
2010, which would bring total residential rate
increases since 2009 to 25% before the com-
pany even begins recovering nuclear costs or
completes the Cliffside coal plant. The impact
of demand destruction, more formally known
as demand elasticity, was demonstrated in

* Duke’s previous rate case in 2009, where the

utility's own (quietly filed) documents project-
ed that the rate increase being sought would
cause projected demand growth to level off
and then begin falling (see Figure 3).»

A riveting Associated Press report reveals

that even the power industry concedes that
Americans are beginning to save electricity
over the long term. “Over the next i) years,

[residential] demand is expected to decline
by about 0.5 percent a year, according to the
Electric Power Research Institute, a nonprofit
group funded by the utility industry.”s®

Numerous other factors are likely to maintain
downward pressure on electricity demand,
thus eliminating the need to gamble on
nuclear projects:

* the long-running restructuring to a smaller
U.S. economy, a process well under way

 the development of smart grids and elec-
tric cars, which wili reduce the need for
new plants by balancing baseload demand
between night and day

+ anew federal light bulb rule, which alone is
expected to eliminate the need for 30 large
power plants nationwide™
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“The ‘fix' that utilities and the nuclear industry have

= continuing growth
of investments in
residential-scale
solar and wind
power — with little
or no up-front costs
to customers™

¢ increasing public
awareness about the
direct link between
climate change and energy usage

Charging captive customers
for new plants; selling power
to other regions

Federal documents show that at least
some of the Southeast Five plan to
grossily overbuild generation capacity
so they can expand sales, including in
regions with higher rates, while forcing
their current customers to bear the
financial and safety risks of new nuclear
reactors and waste storage pools.

In its 2006 summary report, the North
American Electric Reliability Corporation
{NERC), using data from a consortium of

proposed for the negative impact on utility cash
flow and its attendant effect on credit ratings is to
implement substantial advanced charges to rate-

payers during construction of the plant”
~Former lowa Utility Commission official Craig Severance®

southeastern utilities, concluded that “...if ali
of the proposed capacity {in the Southeast
sub-region] is built, installed generation
could exceed forecast peak demand by
more than 63,000 MW in 2015 [roughly
equal to an excess of 50 to 60 nuclear

or large coal plants]. This is significantly
more than the generation capability needed
for reliability/adequacy in the region.”

As shown in that report, utilities in the South-
east were poised to sell power across the
country, but over the following several years,
most of the expected coal and nuciear expan-
sions were canceled or significantly delayed.¥

However, there still remains a large amount
of excess capacity in the region. In its 2011
Summer Reliability Assessment, NERC
shows reserve margins (generation capacity
above expected peak demand) in the South-
east between 20-47%, much higher than the
17% recommended for the reliability

Moody's downgraded SCESG's credit rating in September because of likely cost
overruns, ‘rate fatigue” and/or abandonment of the V.C. Summer nuclear project,

which the analysts noted could harm South Carolina’s economy. The NRC has

alfowed SCE&G to begin "fimited” construction - including welding the containment
dome - on the two new AP1000 nuciear units even white the design is stilf changing

and before a license is issued.

level needed when one of a utility’s
large baseload units is not operating.
Having unneeded and expensive gener-
ating units remain idle is simply waste-
ful to customers but lucrative to power
companies that base their kilowatt-hour
prices on the amount they have in-
vested in generation and transmission
assets.®®

Although the overbuilding of generation
assets is prohibited by state statutes,
Duke Energy Carolinas already main-
tains a large oversupply of baseload, or
so-called 'round the clock power. For
much of each year, usually the spring
and fall, several of Duke’s largest coal
units are either shut down or “spin-
ning" — a standby condition where
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Heat Waves & No Relief

One irony of the energy-climate debate is the opinion, often voiced during the summer, that as global
warming advances, large baseload power plants will be essential for indoor air conditioning. In fact,
the Achilles’ hee! of the nuciear revival is increasing droughts and heat waves since the 1990s, which
are repeatedly challenging freshwater supplies for cities — and power plants — across the South.

The big utilities have already begun experiencing heat-related outages at coal and nuclear units in
the region®' although not yet at the scale suffered in France during the 2003 heat wave, which shut
down muttiple nuctear plants and kilied 35,000 people.®

Further reliance on large, centralized power plants that each use more water than most southern
cities means operating such plants would increasingly clash with vital public needs.

indeed the Southeast is leading a U.S. revival — one that abandons a chance to restore our economy
through the transition to clean energy.

coal is burning and emissions are going out
the smokestack but no power is generated.
According to Duke'’s own projections, even
in 2025 the company's 2011 baseload fleet
would provide excess load for more than
50% of the hours in a year.>

Meanwhile, in recent years Duke has made
deals to sell thousands of megawatts of
power outside its service area, and it con-
tinues to aggressively recruit large outside
customers including entire cities such as
Jacksonville, Florida.5

After the N.C. Utilities Commission ruled
against one such deal involving Orangeburg,
SC, Duke and the city appealed the decision
to federal regulators. But later, the N.C. Com-
mission approved a much larger outside sales
deal to a group of South Carolina electric
cooperatives.

Duke is also aggressively recruiting electric-
ity-intensive data centers to relocate within
its service area using the lure of presently
low rates, even though rates will soar under
Duke’s business plan, as noted above.

“Ready to go” generation,

16 years and running

Even if they were replacing coal, only
two nuclear projects have any chance of
being licensed and completed in fewer
than 16 years, start to finish.

Instead of additional second-tier projects
being currently developed, most projects
announced earlier have been sidelined,
including Progress Energy's Shearon Harris
2 & 3 in North Carolina, after millions of
ratepayer dollars were invested.

The Westinghouse-Toshiba AP1009, the
plant sought by all Southeast Five power
companies, was declared a “certified design”
by the U.S. Nuclear Regulatory Commission
{NRC) in late 2005. But after 19 serial ver-
sions of the 8,000-page Design Control Docu-
ment, internal and outside experts continue
finding major design problems. Thus six
years later, and despite prodigious pressure
from the industry, the NRC still has not certi-
fied that any of the Southeast reactors can
be licensed for construction and operation.

In addition to those long-running design
challenges, officials from the NRC and
utilities have publicly affirmed that the
March 2011 nuclear disaster at Fukushima
will require substantial engineering and
regulatory changes at operating U.S. nuclear
plants. The AP1600 is based on most of the
same technical and regulatory principles

as the operating plants. However, NRC staff
handling the AP1000 certification say that so
far, they have no orders to incorporate les-
sons learned from Fukushima, even though
the NRC'’s 90-day report by an “A-Team”

of experts recommended a considerable
number of safety changes based on the
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Nuclear gamble could
fail catastrophically

A continued pursuit of new U.S. nuclear
plants instead of a genuine carbon
reduction strategy could lead to ampli-
fied greenhouse gas emissions, as failing
nuclear projects lead to increased reli-
ance on carbon-based fuels (if clean-
energy projects continue to be stifled).

A coal and nuclear path could cause supply
shortages during droughts and heat waves
— since both rely on vast supplies of cooling
water. .

As a factor in slowing the US, revival, cost
uncertainty on its own has so far been the
major issue in competitive states. However,
the southeastern nuclear utilities actually
profit from construction cost overruns as
long as they maintain control over legisia-
tures and utility commissions who will pass
the cost of mistakes along to captive custom-
er bases through CWIP. Similarly, numerous
engineering and construction contractors
boost their profits on “change orders” that
cause delays and ballooning costs.

It is hard to imagine that Duke Energy can
win state approval for its Lee Nuclear Sta-
tion project if the N.C. Utilities Commission
upholds the long held “least cost” standard.
In August the N.C. Commission limited Duke
Energy's request for funds for developing
the Lee Nuclear Station to a maintenance

level cap of $120 million for an undefined
period. CEO Rogers had insisted he could
proceed with the project only if he gained
“tracking CWIP" (Super-CWIP) so the Com-
mission slashed his request.

The U.S. nuclear revival has been slowed
largely due to the muiti-faceted questions
about who pays if projects fail outright
during construction; with billions in ex-
penses accumulating from the outset and
much of the cost being front-loaded, just the
financing of a construction loan becomes a
major risk factor. Hence, utility officials have
insisted they must have federal taxpayer
loans and/or state ratepayer prepayment in
order to limit the risks of collapse.

That fear is well-founded.

Poor decisions by power companies and rate
commissions caused over 90 nuclear proj-
ects to fail in the U.S. in the 1970s and 80s

— which Forbes Magazine labeled “the worst
managerial disaster in business history."

Now, uncertainties with designs, manufac-
turing, climate factors, world security, a
fast-shifting energy market, and economic
restructuring all pose additional risks of
project collapse.®” Construction complexi-
ties are more than hypothetical. The highly-
lauded French nuclear industry is mired in
two construction projects that are years
behind schedule and billions over budget.®®

What About China?

in some developing countries, overall carbon emissions are likely to continue rising for a while as they build

their economies; per capita greenhouse emissions remain many times lower than those in the U.S.
After more than 100 years of high carbon emissions, the United States must do its part to bring down global

emissions regardless of what others accomplish. As for China's oft-cited appetite for coal and nuclear power:

China is a controlled economy not dependent upon a reasonable return on nuclear power investments. It is
also leading the world in developing renewable energy.

Because it is also suffering increased impacts of climate change, we must hope that China will hasten the
replacement of coal with renewables; indeed, there are signs that this is underway. Because the U.S. has

been such a big carbon polluter for so many decades, every region of the nation must contribute to solutions.
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longstanding need to evalu-
ate the impacts of accidents
that are considered “beyond
the design basis."s

The industry is quite openly
demanding that the NRC
ignore all the experts’
concerns, that the agency
cannot order changes until
Fukushima is studied for
years to come, and that

the NRC must sign off on
the AP1000 design certification. This would
allow advanced construction to begin first
at Georgia Power’s Vogtle project, then at
SCE&G’s V.C. Summer plant.

Consequently, the NRC apparently plans to
allow Georgia Power and its lead contractor,
the Shaw Group, to attempt major design
changes, based on the Task Force warnings,
after construction begins. This is the same
process that led to the delays and cost over-
runs that caused more than 30 U.S. nuclear
projects to fail in midstream during the
1970s and ’80s.

The Fort Calhoun nuclear plant in Nebraska and the overflowing Missouri River, In July the
NRC's Fukushima Task force wamned that the agency must finally begin consigering naturaf

Photo courtesy of Associated Press

“Companies that build new nuclear plants
will see marked increases in their business
and operating risks because of the size and
complexity of these projects, the extended
time they take to build, and their uncertain
final cost and cost recoveries.”

—Nuclear Engineering International, August 22, 2008%

Serious construction problems are already
emerging. in June a Georgia Public Service
Commission engineer warned of delays

and cost increases at the Vogtle project
caused by extensive production and quality
assurance problems at the Shaw Group's
facility where AP1000 components are
being fabricated. By that time, Shaw and
subcontractors had already suffered three
stop-work orders, and the NRC had aborted
a planned three-day inspection due to the
wide-ranging problems.%

NRC faces certain lawsuits if it certifies the
AP1000 without openly resolving the host of
design and operational challenges
needed to meet safety regulations
including the National Environ-
mental Policy Act.

Westinghouse insists that lessons
learned during construction at
Vogtle and Summer will allow sub-
sequent construction projects to be
completed on shorter timelines. The
fact that this same company an-
nounced, with much acclaim, that
the AP1000 was “pre-certified” and
ready for licensing in 2005 engen-
ders skepticism about construction
bravado. Appendix 2 shows the
most recent projected opening
dates for nuclear projects by the
Southeast Five that remain viable,

Even if they were replacing coal,
at such a pace, new nuclear plants
would be too little, too late to help
stow climate change.

and man-made accidents that exceed those that U.S. plants were designed 1o survive.
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At Duke Energy’s coal-gasification construc-
tion project in Edwardsport, Indiana, the
utility is haunted by a billion-dollar-plus
cost overrun and dispute with lead contrac-
tor Bechtel that has been more than “a huge
and embarrassing problem,” according

to the Indianapolis Star. A persistent cor-
ruption scandal and federal investigation
involving top state regulators and Duke
officials, including CEO Rogers, are raising
doubts about the plant’s completion.®

Inevitable changes in designs and regula-
tions due to the Fukushima tragedy will
drive up complexities and costs, and very
possibly terminate construction of the
AP1000. The same now appears to apply to
an emerging story about U.S. plants being
inadequately protected from earthquakes.
By the time design changes required due to
those related problems are clear, the South-
east Five might have wasted even more
years and tens of billions of public dollars in
a direction that protects neither our climate
nor our economies.

As noted above, many U.S. utilities — those
in competitive markets — have already
determined that they would rather sit

back and observe others attempt to revive
nuclear power.

No time to waste
on nuclear pretense

Chaotic weather extremes and a host of
other climate-related tragedies are now
providing a constant refutation against
the corporate-funded confusionists still
working to thwart action on what Dr.
R.K. Pachauri, head of the Intergovern-
mental Panel on Climate Change, calls
“an existential threat to civilization."”

The United States must begin closing coal-
fired power plants and stop wasting pre-
cious time and resources on the pretense
that new nuclear power will somehow avert
climate and economic chaos.

For people following the science and world
events, climate change is moving from
emergency toward desperation — very
close to becoming self-sustaining. As noted
above, even if we quickly begin reducing
annual greenhouse gas emissions, human-
ity likely faces several decades of worsening
conditions due to past carbon pollution.
Such a multi-faceted challenge could well
surpass our societal and economic capacity
to survive in a progressively chaotic world.
And while climate disasters disproportion-
ately impact the poor, an injustice imposed
on those producing the least carbon emis-
sions, no one will have guaranteed refuge.™

Although the U.S. news media continues to
downplay the connection between chaotic
weather and global warming, increasing
numbers of scientists are speaking out.

“Scientists used to say, cautiously,

that extreme events were ‘con-
sistent’ with the predictions. Now
we can make the statement that
particular events would not have
happened the same way without
global warming.’

—Kevin Trenberth, head of climate analysis,
National Center for Atmospheric Research?

Amplifying the challenge is the fact that
unexpectedly extreme climate changes
could become even more abrupt.™

In August, the World Bank reported that
giobal food stocks are “alarmingly low"

as prices continue to rise and amplify
conflicts; serial droughts are worsening
the problem. Species migration to cooler
latitudes and altitudes is happening much
faster than was measured less than a
decade ago, a problem “already affect{ing]
the entire planet's wildlife,” according to a
prominent researcher.™
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Repeated climate disasters are
already hammering the insurance
industry and U.S. federal emer-
gency coffers with multi-billion
dollar bills, State and local econo-
mies are being hit by tornadoes,
floods and wildfires, while
droughts are moving farmland
toward becoming deserts. The
2010 drought has cost Texas over $5 billion
already, with no end in sight.™

Ironically the U.S. Southeast, a region being
tormented by such haywire weather, is
amplifying the accelerating crisis instead of
mitigating it. The continued pursuit of new
nuclear power plants in this region could
ensure that the world moves past the “point
of no return,” where climate change be-
comes self-sustaining — beyond any hope
for human intervention.

The Southeast Five have already wasted six
precious years attempting a nuclear revival
that seems destined to fail and, moreover,
is not even planned to help stabilize our
climate by replacing coal. During that time
the scientific case for climate action has
become obvious.

It remains tragic that southeastern power
companies have made no more than a feint
toward helping people save energy — the
fastest, cheapest way to close coal plants —
while pursuing massive nuclear projects.

If the Southeast would stop hampering cli-
mate protection efforts — and instead use
our abundant resources and human capital
to help — we could well provide a positive
“tipping point” in the global campaign to
stabilize the climate. Jim Rogers and other
utility executives could turn their enormous
resources toward replacing coal with a
clean energy economy. Doing so would
boost the burgeoning public campaign to

“... without broad and cooperative action, irreversible
tipping points could occur with perhaps sudden
and abrupt shocks to communities and countries.”

- United Nations official Achim Steiner, 20 July 2011%®

slow global warming, adapt for changes
already in the pipeline, and help the mil-
lions of people already being devastated by
climate changes.

Technologically and economically the
Southeast is ready to make such a shift. The
main barriers are twentieth-century busi-
ness models and the massive influence the
Southeast Five wield over various levels of
government.

There are reasons to hope for a course
correction. The continuing nuclear design
problems and risks of project collapse are
just as real as the advances in distributed
solar, wind and efficiency-conservation.
Hopefully, some among the Southeast
Five CEOs are business-savvy enough to
realize that by turning away from new
nuciear power they can avoid bankruptcy
and become champions of a clean energy
economy,

Within the context of an ominous long-
term economic outlook, we must hope that
wiser corporate heads will avoid pitting
themselves against a public that wiil revolt
against continuing nuclear rate hikes and
demand genuine action to help slow climate
disruption.

Here in the Southeast we are living with
the nuclear paradox: We could close all the
coal plants if we stop trying to build nuclear
power plants. We have a moral obligation
to work honestly and cooperatively on this
enormous challenge.
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Appendlx 1: Southeast Five Projected Coal Plant Closures

Duke Energy Carolmas‘
Lee Steam Station’ Units 1-3 370 Mw 1951 = 80 years
Unit 1: 106 MW Unit 1: 23.37%
Unit 2: 100 MW Unit 2: 24.58%
Unit 3; 170 MW/ Unit 3: 32.04%
Cliffside Steam Station Units ¥-4 198 MW 1940 « 71 years
Unit 1: 38 MW Unit 1: 0.00%
Unit 2: 38 MW Unit 2: 0.00%
Unit 3: 61 MW Unit 3: 0.00%
Unit 4 61 MW Unit 4: 0.00%
Buck Steam Station Units 3-6 369 MW 1926 - 85 years
Unit 3: 38 MW Unit 3: 6.700
Unit 4: 75 MW Unit 4: 7Z.71%
Unit 5: 128 MW Unit 5: 39.26%
Unit 6: 128 MW Unit 6: 36.90%
Dan River Steam Station Units 1-3 276 MW 1949 - 62 years
Unit 1. 67 MW Unit 1; 14.81%
Unit 2: 67 MW Unit 2; 15.23%
Unit 3: 142 MW Unit 3: 254.20%
Riverbend Steam Station Units 4-7 454 MW 1929 « B2 years
Unit 4: 94 MW Unit 4: 22.91%
Unit 5: 84 MW Unit 5: 23.24 0%
Unit 6: 133 MW Unit 6: 30.4200
Unit 7: 133 MW Unit 7: 31.13%
* percent of time unit is generating electricity, June 2010 - May 2011
' will be converted to 370 MW of natural gas generation

Aithough these southeastern utilities plan to close some older coal-fired power plants, they are closing only those
that are little-used and not in compliance with air quality standards. Plant closures between 2011 and 2030 for Duke
Energy Carolinas, for instance, only amounts to a 3.6% reduction of electricity generated from coal. The other utilities
do not make publicly available the information necessary for calculating how much coal generation they are reduc-
ing. SCE&G projects 300 MW of coal plant closures but does not specify which plants it would close. Florida Power
& Light does not project any coal closures.

1. "The Duke Energy Carolinas Integrated Resource Plan (Annual Report).” Duke Energy Carolinas, Inc. 1 September 2010. 8 June 2011.
http/fwww.energy.sc.gov/publications/2010_Duke_Energy_Carolinas_integrated_Rssource_Plan.pdf | Duke Energy, Inc. “Franchised
Electric Utilities: Coal-Fired.” 22 June 2011. hitp//www.duke-energy.com/power-plants/coal-fired.asp | Duke Energy Carolinas Summa-
ry of Monthly Fuel Report. North Carolina Utilities Commission Docket E-7 Sub 981 Schedule 10 pp. 1-6. 13 July 2011. 23 August 2011.
http:/ncuc.commerce.state.nc.us/cgi-bin/webview/senddoc.pgm?dispfmt=_&itype=Q&authorization=8parm2=VAAAAA10211B&pa
m3=000134991

NEW NUCLEAR POWER IS RUINING CLIMATE PROTECTION EFFORTS AND HARMING CUSTOMERS 7


http://www.energy.sc.gov/publications/2010_Duke_Energy_CarolinasJntegrated_Resouroe_Plan.pdf
http://httpyAvww.duke-energy.com/power-ptants/coal-fired.asp
http://hcuc.commerce.state.nc.us/cgi-bin/webview/senddoc.pgm?dispfmt=&itype=:Q&authorizatton=&parm2=VAAAAA10211B&pa

NC WARN 1))

Appendix 1 continued

v S T el T 'CommercialOperation M CapacityReplaced
Utilityl&IProject; (Capacity; Date](firstunitfaTAgel by[Natiural[Gas)
Progress Energy Carolinas®
Lee Plant Units 1-3 n7 MW 1851 « B0 years 850 MW/
Unit 1: 80 MW
Unit 2; 80 MW
Unit 3: 257 MW
Sutton Plant Units 1-3 616 MW 1954 - 57 years 620 MW
Unit 1: 98 MW
Unit 2: 107 MW
Unit 3: 411 MW
Weatherspoon Plant Units 1-3 177 MW 1948 « 62 years N/A
Unit 1: 49 MW
Unit 2: 49 MW
Unit 3: 79 MW
Cape Fear Plant Units 5-6 323 MW 1929 - 82 years N/A
Unit 5: 148 MW
Unit 6: 175 MW
Progress Energy Forida®
Crystal Rver Energy Complex 869 MW 1966 » 45 years N/A
Georgia Power’
Piant McDonough Units 1-2 517 MW 1951 = 60 years N/A
Plant Mitcheli Unit 3 155 MW 1964 - 47 years N/A
Plant Harllee Branch Unit 1-2 569 MW 1961 « 50 years N/A

2. “Progress Energy Carolinas Integrated Resource Plan.” Progress Energy Carolinas, inc. 13 September 2010. 8 June 2011. hitp:/www,
energy.sc.gov/publications/PEC_IRP_2010.pdf. | Progress Energy, Inc, “Steam (Coal/Qil).” 22 June 2011. hitps://www.progress-energy.
com/company/electricity-system/power-plants/steam.page | Progress Energy, Inc. “Press Release: Progress Energy Carolinas to retire
coal power plant ahead of schedule.” 1 April 2011. 22 June 2011. https://www.progress-energy.com/company/media-room/news-archive/
press-release.page?tite=Progress+Energy+Carolinas+io-+retire+coal+power+plant+ahead+of+schedulesipubdate=04-01-2011 | Progress
Energy. Inc. “Press Release: Progress Energy Carolinas files plan to build gas-fueled plant near Wilmington.” 18 December 2009. 22 June
2011, hitps://www.progress-energy.com/company/media-room/news-archive/press-release.page?itie=Progress+Energy+Carclinas+files
+plan+to+bulld+-gas-fueled+plant+near+Wilmington&pubdate=12-18-2009

3. “Progress Energy Florida, inc. Ten Year Site Plan.” Progress Energy Florida, Inc. April 2011, 8 June 2011. htp://www.psc.state.f.usAibrary/
flings/11/02134-11/02134-11.pdf | Progress Energy, Inc. “Alr and Water Resources.” 22 June 2011. hitps:/www.progress-energy.com/com-
mitment/environment/what-we-arg-doing/airandwater.page | Source Watch. “Crystal River Energy Complex.” 21 Aprit 2011. 22 Juna 2011.
http://www.sourcewatch.org/index.phpitle=Crystal_River_Energy_Complex

4. “Georgia Power Company 2010 Integrated Resource Plan.” Georgia Power Company. January 2010. 8 June 2011 | Source Watch. “Mc-
Donough Steam Generating Plant.” 21 April 2011. 22 June 2011. hitp:/Awww.scurcewatch.org/index.php?titte=McDonough_Steam_Gener-
ating_Plant | Source Watch. “Mitchell Steam Generating Plant (Georgia).” 17 March 2011. 22 June 2011. http:/Awww.sourcewatch.org/incdex.
php?title=Mitchell_Steam_Generating_Plant_%28 Georgia%29 | Gecrgia Power Company. “Company seeks decertification for Plant Branch
units 1 and 2." The Citizen News. March 2011, 22 June 2011, http://Awww.georgiapower.com/news/citizen/201103/decertification.shtml
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Appendix 2: Southeast Five Projected New Nuclear Plants

nnin Latest Efs_t,l.l?.l.@,tﬁg?

1 <Pl rt:Da Project;Durationg
MR 52 2 = EEh L ST o S A 2 I

Duke Energy Carolinas William States 2005 2023? 18 years

Cherokee County, SC Lee Units 1 & 2

Progress Energy Carolinas Shearon Harris August Indefinitely

Wake County, NC Units 2 &3 2005° on hold

Progress Energy Florida Levy County January 2022° 16 years

Levy County, FL Units 1 & 2 2006*

South Carolina Electric & Gas | Virgil C. Summer | September Unit 2: 2016 14 years

Fairfield County, SC Units2& 3 2005* Unit 3: 20198

Georgia Power Vogtle September Unit 3: 2016 12 years

Burke County, GA Units 3 & 4 2005* Unit 4: 20177

Florida Power & Light Turkey Point 2007° Unit 6: 2022 16 years

Homestead, FL Units 6 & 7 Unit 7: 20232

1. *Annual Report of the Narth Carolina Utilities Commission.” The North Carolina Utilities Commission, p. 16-18. 30 November 2010.
http:/Awww.ncuc.net/reports/2010ElectricReport.pdf
2. North Carolina Utilities Commission testimony in the Matter of Duke Energy Carolinas, LLC Application for Approval of Decision
to Incur Nuclear Generation Project Development Costs. Docket E-7 Sub 819 Volume 1, pp. 68. 15 March 2011. 1 July 2011, http://
ncuc.commerce.state.nc.us/cgi-bin/webview/senddoc.pgm?dispfmt=8&itype=Q&authorization=8pam2=JBAAAAS9011B&pa
rm3=000125794
3. Progress Energy, Inc. “Press Release: Progress Energy Carolinas announces site for potential new nuclear plant in North Carolina.”
23 January 2008. 5 July 2011. https://www.progress-energy.com/company/media-room/news-archive/press-release.page?titie=Pro
gress+Energy+Carolinas+announces+site+for+potential+new+nuclear+plant+in+North+Carolina&pubdate=01-23-2006
4. United States Nuclear Regulatory Commission. “Logation of Projected New Nuclear Power Reactors.” 24 March 2011. 2 June 2011.
hitp://www.nrc.gov/reactors/new-reactors/col/new-reactor-map.html. Estimated planning start date an average of 30 months before
application submission (based on stated time range of Duke and FP&L projects)
. “Progress Energy Florida, Inc. Ten Year Site Plan.” Progress Energy Florida, inc., p. 3-7 to 3-15.
. “2011 Integrated Resource Plan.” South Carolina Electric and Gas Company, p. 24-25.
. “Georgia Power Company 2010 Integrated Resource Plan.” Georgia Powar Company, p. 1-6 to 1-7.
. Florida Power and Light Company. "Project Overview — Clean and Safe Nuclear Power at Turkey Point.” 10 June 2011. 5 July 2011.
http://www.ipl.com/environment/nuclear/tp.shtml
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