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of air pollution, nuclear decommissioning, and other environmental costs that are avoided
because of hydro generation on their systems;

Avoided cost capacity rates established by the Commission using the peaker
methodology have traditionally Included a performance adjustment factor, the function of
which is to allow a QF to experience some level of outages and yet still recover its full
capacity credits. The calculation of a performance adjustment factor is a critical part of
developing avoided cost capacity rates under the peaker methodology. A performance
adjustment factor is not an essential part of calculating avoided cost capacity rates under
the DRR method, and this is therefore not an issue as to NC Power. The Commission has
previously found that a performance adjustment factor of 1.2 Is appropriate for CP&L and
Duke. The use of a 1.2 performance adjustment factor requires a QF to operate 83% of
the time in order to collect its entire capacity credit. All parties agree that a QF should be
allowed to have some appropriate level of outages without losing the ability to earn full
capacity credits; the issue is the appropriate outage level to incorporate into the avoided
cost capacity rate through the performance adjustment factor.

The Public Staff contends that the Commission should continue to prescribe a 1.2
performance adjustment factor for calculating avoided capacity costs, Just as In previous
proceedings. This performance adjustment factor allows a QF to experience up to 17%
outages and still receive its full capacity credits. The Public Staff pointed out that CP&L
and Duke run their baseload nuclear units at capacity factors in the low 80% range and
still recover the total cost of the units from ratepayers. They each have system-wide
capacity factors near 60%. According to the Public Staff, it would be discriminatory to
require QFs to operate at an average capacity factor of 85% to 90% in order to receive the
total capacity payments to which they are entitled.

The Public Staff further pointed out that G.S. 62-156 encourages hydro generation,
that hydro generation Is environmentally friendly, and that hydro facilities are generally
unable to control the availability of their "fuel" and thus the timing of their capacity
deliveries. The Public Staff therefore supported use of a 2.0 performance adjustment
factor for hydro facilities with no storage capability and no other type of generation. The
Public Staff argued that use of a higher factor does not change the avoided costs of the
utility; it merely changes the manner of pricing out such avoided costs in payments to the
QF. .

Duke contended that the performance adjustment factor should be 1.129, which is
comparable to the approximate 89% availability of Its peaking units. Duke stated that the
performance adjustment factor should be based upon neither a planning reserve margin
(because a reserve margin Incorporates factors such as load forecast error, weather
variations and other unexpected operating conditions), nor upon the capacity factors of the
utility's units or system (because the utility's capacity factors are influenced primarily by
economic dispatch, not forced and schedule outages). In Duke's opinion, the fact that
utilities are able to recover the full costs of their generating units that operate at low
capacity factors is irrelevant to the establishment of an appropriate performance
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the appropriate performance adjustment factor. The Commission is unpersuaded by the
utilities' arguments and concludes that a performance adjustment factor of 1.2 should
continue to be used by CP&L and Duke for their respective avoided capacity cost
calculations for all QFs other than hydroelectric facilities with no storage capability and no
other type of generation.

The Commission also concludes that a performance adjustment factor of 2.0 should
be utilized by CP&L and Duke in determining the avoided capacity cost rates for
hydroelectric facilities with no storage capability and no other type of generation. This is
consistent with the agreement between CP&L and the Public Staff, but the Commission
concludes that it should be ordered for Duke as well based on the statewide policy of
encouraging hydro generation as expressed in G.S, 62-156. Some parties comment that
a higher performance adjustment factor for certain QFs is discriminatory or in excess of
avoided costs decreed by PURPA. These QFs are unique since their ability to generate
is beyond the control of their operators because their fuel is essentially stream flow which
is influenced by rainfall and since G.S. 62-156 establishes a policy of encouraging hydro
generation. Further, use of a higher performance factor for these hydro facilities does not
exceed avoided costs; it simply changes the method by which avoided costs are paid. It
allows these QFs to operate less in order to receive the full capacity payments to which
they are entitled, and this seems appropriate and reasonable considering the limitations
on their control of their generation.

With respect to the issue of whether direct and indirect costs of air pollution, nuclear
decommissioning, and other environmental costs can be avoided by hydro generation,
CP&L, Duke, and NC Power pointed out that the costs of compliance with various
environmental regulations, such as air pollution requirements, is already factored into the
operating costs of their own generating units, and are therefore included in their avoided
cost rates. They stated that hydro QFs receive credit for these avoided costs the same as
other QFs. They also pointed out that nuclear decommissioning costs are associated with
existing nuclear facilities and cannot be avoided. The Public Staff contended that
environmental compliance costs should be included in avoided costs to the extent they are
quantifiable, but conceded the difficulty of quantifying them to a greater extent than they
now are. CUCA contended that only directly avoidable environmental compliance costs
should be included. The Commission finds no basis upon which to quantify costs avoided
by hydro generation beyond those already included in the rates approved herein.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 9

The Public Staff's initial comments stated that CP&L should be required to develop
standard avoided cost rates for QFs that connect to CP&L's system at the transmission
level rather than the distribution level. CUCA also supported such a requirement. CP&L's
reply comments stated that it does not object to doing so provided the standard 5-, 10-,
and 15-year levelized rates for purchases from QFs are limited as discussed elsewhere
herein. CP&L's proposed order states that the Public Staff agrees with CP&Us position.
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California Sets Quarterly Record for Solar PV in
32713 as US Adds 976 MW, According to NPD
Solarbuzz

'9.03.2013

Jtrong utility-scale solar PV deployment to drive 2013 US demand to 4.2 gigawatts

lanta Clara, Calif., Septembers, 2013?The US added 976 megawatts (MW) of new solar photovoltaic (PV)

apacity during the second quarter of 2013 (Q2713), up 24% Q/Q from 788 MW in Q1713, according to the
atest NPD Solarbuzz North America PV Markets Quarterly ^ report.

In Q2?13, new PV installed in California alone reached 521 MW; 'which is a new record for PV added by any

tate in the US for a three-month period and 53% of PV added in the US,? according to Finlav Colvillep.]. Vice

'resident at NPD Solarbuzz. ?California has added 1.6 GW in the past 12 months, with a further 1.1 GW

D recast for the second half of the year.?

)uring Q2?13, 72% of solar PV installations were ground mounted, with the remaining 28% from residential
.nd commercial rooftops. Utility-based PV projects accounted for 59% of quarterly demand, with the

smaining 41% split between commercial and residential installations.

Strong demand continues to come from the ground-mount utility segment. Several large-scale projects have

>een completed within California, including the final phase of the 250 MW California Valley Solar Ranch,

>hase three of Topaz Solar Project, phase two of Antelope Valley Solar Ranch One, and Gates Solar Farm.

)ther large ground-mount projects include completion of the 290 MW Agua Caliente plant in Arizona and the
'2 MW first phase of Sempra U.S. Gas & Power's 150 MW Copper Mountain Solar 2 in Nevada.

Solar PV demand in the US is forecast to grow 14% Q/Q to 1.04GWin Q3713. During 2H713, Arizona and
lorth Carolina together will add 400 MW and an additional 500 MW will come from New Jersey, New Mexico,

Jew York, and Texas.

)utside California, Arizona, New Jersey, and other established US state markets, new solar PV markets are
eveloping. In particular, North Carolina is forecast to grow by 80% Y/Y in 2013 to reach 285 MW, with further
rowth of 30% in 2014". As the leading project developer in the state, Strata Solar completed almost 100 MW
if projects during the twelve-month period ending in June 201 3.

letween Q3?12 and Q2?13, First Solar continued to lead module suppliers to the US market, with a market
hare of 22%, followed by SunPower at 12%. Leading tier-one Chinese suppliers Yingli Green Energy, Trina



lolar, Canadian Solar, and Suntech filled the next four ranking positions and collectively supplied 27% of US
larket demand.

•'igure 1: 976 MW of New Solar PV Capacity in Q2713

Source: NPD Solarbuzz North America PV Markets Quarterly P] report

IS PV demand for 2013 is forecast to increase 17% Y/Y to reach 4.22 GW. NPD Solarbuzz expects 2014 PV
emand to exceed 5.3 GW, Further growth over the next five years will result in the US having 20% of global
'V demand.

lonfirming the strong PV growth potential of the U.S. market, the pipeline of commercial and utility projects
ow exceeds 44 GW. This pipeline includes more than 2,300 projects of 50 kW and higher, with commercial
.pplications accounting for more than half of the total.

:or more information about the NPD Solarbuzz North America PV Markets Quarterly $]. contact us at one of
iur seven global locations [3], email us at contact(o).solarbuzz.com [4]. or call Charles Camaroto at
.516.625.2452 for more information.

Vbout NPD Solarbuzz
JPD Solarbuzz, part of The NPD Group, offers North America PV Markets Quarterly w, Marketbuzz p\.
iolarbuzz Quarterly^, and other upstream and downstream photovoltaic (PV) market quarterly reports,
-roviding the solar energy and PV industries with global historical and forecast data for the PV supply chain,
•'or more information visit www.solarbuzz.com \T\ or follow us on Twitter at (o)Solarbuzz pq.

Vbout The NPD Group, Inc.
"he NPD Group provides global information and advisory services to drive better business decisions. By
ombining unique data assets with unmatched industry expertise, we help our clients track their markets,
nderstand consumers, and drive profitable growth. Sectors covered include automotive, beauty, consumer
dectronics, entertainment, fashion, food/foodservice, home, luxury, mobile, office supplies, sports,
Bchnology, toys, and video games. For more information, visitwww.npd.com [g] and npdqroupbioq.com pQ].
•'ollow us on Twitter at (gjnpdtech pi] and @npdqroup p2).

IPD Solarbuzz and Marketbuzz are registered trademarks of The NPD Group.

©2013 NPD Solarbuzz. All rights reserved;
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